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Willthe Ministerof FINANCEDbe pleased to state:

(@  whetherthe State run lender Punjab NationalBank (PNB) has reported unauthorize:
transactions worth Rs.11500 crore in one of its branches, if so, the details thereof and the
quantumof loss to the PNB thereinalong withthe guiltypersons whohave been arrested,;

(b)  whetherthe Governmenthas constitutedany inquiryin the matterand if so, the detail
thereof;

(c)  whether the Government agencies including Central Bureau of Investigation (CBI)
registereda case in this regardand startedthe enquiryand if so, the detailsof the agencies whicl
are enquiringhe case;

(d)  the extent to which this fraud is likelyto affect PNB and other banks along with the
steps takenor being takenby the Governmentin consultationwithReserve Bank of India (RBI)
and banksto recovermoneywhichhas alreadybeen sent to foreign countries;and

()  the numberof employeesand their level in hierarchyof bank who have been found
guilty/ to be in connivanceand the actiontakenagainst them and the furthersteps takenby the
Governmentto check and stop such typeof unauthorizedransaction?

ANSWER

The Ministerof State in the Ministryof Finance
(SHRISHIV PRATAPSHUKLA)

(a) to (e): As per Reserve Bank of India (RBI) inputs, Punjab National Bank (PINB) reportec
fraudulent issuance of Letters of Undertaking/ Foreign Letters of Credit for payments of
importbills,amountingto Rs. 12,645.97 crore,to RBI throughits Fraud MonitoringReportin;
System.

CentralBureau of Investigation(CBI) has registeredtwo cases relatingto the matterand, as of
6.3.2018, had arrested 18 persons. On the basis of FIRs registered by CBI, Directorate of
Enforcement (ED) has filed two cases under the provisions of the Prevention of Money
LaunderingAct,2002 and conductedsearches at variouslocationsand seized movablepropertie:



and attachedimmovableproperties.Further,mutualfunds and bank accountshave 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-bailablewarrant
againstaccused persons. Furtherinvestigationis in progress.

Ministryof CorporateAffairshas apprisedthatit has orderedinvestigationinto the affairs of 107
companies and 7 Limited LiabilityPartnerships (LLPs) belonging to Nirav Modi and Mehu
ChoksiGroups, to be carried out by the Serious Fraud InvestigationOffice. Investigationis in
progress. The Ministryhas also filed a petition/applicatiomgainst the individuals,groups and
theirentitiesbelongingto NiravModiand Mehul ChoksiGroupsbefore National CompanylLaw
Tribunal,MumbaiBench and the tribunalhas passed an injunctionagainst all the respondent:
and other companies, LLPs, trusts and individualsfrom removal,transfer or disposal of funds,
assets and propertiesof the individualsuntilfurtherorders.

Withregardto effect of the fraud on PNB and otherbanks, RBI has stated that it does not have
specific information.PNB has stated that it has adequate assets / capital to meet any liabilit
whichmay crystalliseon the bank.

As per CBI inputs, as of 6.3.2018, eight public servants belongingto PNB had been arrested
ranging from the rank of General Manager to Single Window Operator. The matter is under
investigation A totalof 21 PNB employeeshave been suspended.

RBI has issued instructions mandating banks to implement, within stipulated deadlines
prescribed measures for strengtheningthe SWIFT operatingenvironmentin banks. Further, it
has constitutedan Expert Committeeunder the chairmanshipof Shri Y. H. Malegam to look
into, nter alia, factors leading to increasing incidence of frauds in banks and the measures
(includinginformationtechnologyinterventionsjneeded to curb and preventit, and the roleand
effectiveness of varioustypes of audits conducted in banks in mitigatingthe 1nc1dence of such
frauds.

Governmenthas issued an advisoryto nationalisedbanks to take immediateactionas per extant
legal/regulatoryframeworkto ensure that such/similarfraudulentactivity(as reportedby PNB)
is not prevalentin the bank. They have 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 reconciliationof Nostroaccounts,and to take all necessary
steps to safeguard against occurrence of such frauds. Government has further advised
nationalisedbanksto collectivelypreparea reportfor effective managementof operationalrisks
includingtechnologyrisk, so as to safeguard against occurrenceof frauds. Governmenthas also
asked nationalisedbanks to examine all accounts exceeding Rs. 50 crore, if classified as Non-
PerformingAsset (NPA), from thengle of possiblefraud.
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