GOVERNMENTOF INDIA
MINISTRY OF FINANCE
DEPARTMENTOF FINANCIAL SERVICES
LOK SABHA

UNSTARREDQUESTIONNO. 4732
TO BE ANSWERED ON THE 2394 MARCH 2018/CHAITRA2, 1940(SAKA)
Non-Reportingof Bank Scams by Auditors
4732.SHRI N.K.PREMACHANDRAN:

Willthe Ministerof FINANCEDbe pleased to state:

(@ whetherthe Governmentexaminedthe auditof the banks wherescams werereported;
(b)  if so, thedetailsthereofand the reasons forauditors notreportingthe scams;

(0 whether the Government proposes to introduce new scheme for transfer and posting of
employeesin the lightof reportedscams and if so, the detailsthereof;and

(d) whetherthe Governmentconducted investigationregardingany criminalconspiracybehind the
scams and if so, thedetailsthereof?

ANSWER

The Ministerof State in the Ministryof Finance
(SHRISHIVPRATAPSHUKLA)

(2) and (d): Reserve Bank of India (RBI) has informedthat in case of StatutoryAudit,banks appoin
their auditors in terms of their Board-approved policy. Statutory Auditors primarily highligh
shortcomingsto RBI throughLong Form AuditReport. As regards concurrentaudit, RBI has issued
guidelinesin terms of which the Audit Committeeof the Boards of banks review the system at the
bank’slevel. AuditingthroughRisk BasedInternal Audit is undertakeiy banksthemselves.

RBI has constitutedan Expert Committeego look into, inter alia, the role and effectiveness of variou:
typesof auditsconductedin banksin mitigatingthe incidenceof frauds.

(c): As per instructionsof CentralVigilance Commission,Public Sector Banks (PSBs) are requiredto
identifysensitive posts and to followa rotationpolicyin respect of such posts.

Governmenthas conveyedto PSBs that theyshould have theirown objective,welllaid-outtransferand
posting rules, which should be followedstrictly.Governmenthas further conveyedthat all decision:s
should be taken based on facts of the case and objectivity and no such decision should be taken for
any extraneous consideration. No proposal for change in these is under consideration of the
Government.

(d): As per inputsfrom the CentralBureau of Investigation(CBI), a numberof FIRs relatingto banks
in which offences under various provisionsof law, includingsection 120B of the Indian Penal Code
(whichpenalisescriminalconspiracy)have been registered. These are under investigation.



