GOVERNMENTOF INDIA
MINISTRYOF FINANCE
DEPARTMENTOF FINANCIAISERVICES

LOK SABHA

STARRED QUESTION NO. #218
TOBE ANSWEREDON THE 9TH MARCH2018/ PHALGUNALS, 1939 (SAKA)
Losses Incurredby PSBs

*218. SHRIASHWINIKUMAR:
SHRIBHARATSINGH:

Willthe Ministerof FINANCEDbe pleased to state:

(@  whetherincidentsof frauds caused by individuals/shellcompaniesto the Public
Sector Banks (PSB’s) includingthe Punjab NationalBank (PNB) are increasingand if so,
the detailsthereof;

(b)  the details of incidentswhich came to light recentlyindicatingthe names of the
banks,amountinvolvedand the steps takenby the Governmentto recoverthe money;

(c)  the details of losses incurredby PSB’s during the last three years due to such
frauds/scamsand the amountmisappropriatedyear/bank-wise;

(d)  the measures taken by the Reserve Bank of India (RBI) and the Governmentto
preventsuch frauds/scamsin the wakeof developmentin PNB;and

(e)  the details of action taken/initiatedby the agencies concerned in the detectec
cases duringthe said periodagainstthe officialsand otherinvolvedtherein?

ANSWER
THEFINANCEMINISTER
(SHRIARUNJAITLEY)

(a) to (e): A Statementis laid on the Tableof the House.



STATEMENT FOR LOK SABHA STARRED QUESTION NO.*218 FOR 9™
MARCH 2018 REGARDING “LOSSES INCURRED BY PSBS” BY SHRI
ASHWINI KUMAR AND SHRI BHARAT SINGH, MEMBERS OF
PARLIAMENT.

(a) to (e): As per RBI inputs,the year/bank-wisedetails of frauds reportedby PSBs in the
last three financialyears, where the amountinvolvedis Rupees one lakh or more, are at
Annex.

Informationregarding incidence of frauds caused by individuals/ shell companies to
PublicSector Banksis not centrallymaintained.

As per Reserve Bank of India (RBI) inputs, Punjab National Bank (PNB) reportec
fraudulentissuance of Letters of Undertaking/ Foreign Letters of Creditfor payment
of importbills,amountingto Rs. 12,645.97 crore, to RBI throughits Fraud Monitorin
ReportingSystem.

RBI has taken a number of measures to prevent and control frauds. These include the
following:

(i) aframeworkfor dealingwithloan fraudsof Rs. 50 croreand above, underwhict
banks classify potential fraud accounts as red-flagged accounts based on
observation/evaluatiowf earlywarningsignals,and take timeboundaction;

(i) an onlinesearchabledatabase of frauds reportedby banks,in the form of Centra
Fraud Registryas a tool of timelyidentificationgcontroland mitigationof fraud
riskand for carryingout due diligenceduringcreditsanction process;

(ii1) issuance of cautionadvices by RBI, detailingnames of fraudstersand their modus
operandi; and

(iv) re-verificationof title deeds in respect of all credit exposuresof Rs. 5 crore and
above by banks,as mandatedby RBI.

RBI has issued instructionsmandatingbanks to implement,withinstipulateddeadlines
prescribed measures for strengtheningthe SWIFT operating environmentin banks
Further,it has constitutedan Expert Committeeunder the chairmanshipof ShriY. H.
Malegamto look into, iner alia, factors leadingto increasingincidenceof frauds in banks
and the measures (includinginformationtechnologyinterventions)needed to curb and
preventit, and the role and effectiveness of varioustypesof auditsconductedin banksin
mitigatingthe incidenceof such frauds.



Governmenthas issued an advisoryto nationalisedbanksto take immediateactionas per
extant legal/regulatoryframeworkto ensure that such/similar fraudulent activity (as
reportedby PNB)is not prevalentin the bank. Theyhave also been asked to ensure that
robust systems and procedures are in place for confirmingdue approvals, necessary
applications/documentsand entry in the bank’s system in respect of all Letters of
Undertakings/Comforand SWIFT messages, and ensuringscrutinyand reconciliatiorof
Nostroaccounts,and to take all necessary steps to safeguard against occurrenceof such
frauds. Government has further advised nationalised banks to collectively prepare a
report for effective managementof operationalrisks, includingtechnologyrisk, so as to
safeguard against occurrenceof frauds. Governmenthas also asked nationalisedbanksto

examine all accounts exceeding Rs. 50 crore, if classified as Non-Performing Asset
(NPA),fromthe angle of possible fraud.

CentralBureau of Investigation(CBI) has registeredtwo cases relatingto the matterand
has made several arrests. On the basis of FIRs registered by CBI, Directorate of
Enforcement(ED) has filed two cases under the provisionsof the Preventionof Money
LaunderingAct, 2002 and conducted searches at various locationsand seized movable
propertiesand attached immovableproperties.Further,mutualfunds and bank account:
have been frozen. Letter of Request to 13 countries have been issued by the court
seeking details of properties,bank accounts of companies,etc. ED has moved the court
for obtainingnon-bailable warrantsagainst accused persons. Furtherinvestigationis in
progress.

Ministryof Corporate Affairs has apprised that it has ordered investigationinto the
affairs of 107 companiesand 7 LimitedLiabilityPartnerships(LLPs) belongingto Nirax
Modi and Mehul ChoksiGroups, to be carried out by the Serious Fraud Investigatior
Office. The Ministryhas also filed a petition/applicatiomgainst the individuals,groups
and their entities belongingto Nirav Modi and Mehul Choksi Groups before Nationa
CompanylLaw Tribunal MumbaiBench and the tribunalhas passed an injunctionagainst
all the respondents and other companies, LLPs, trusts and individualsfrom removal
transferor disposal of funds, assets and propertiesof the individualsuntilfurtherorders.



