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UNSTARRED QUESTION NO. 13941
TO BE ANSWEREDON THE 10THAUGUST2018/ SHRAVANA19, 194C(SAKA)
Actionon Bank Auditors

+3941.SHRI BHARATSINGH:
Willthe Ministerof FINANCEDbe pleased to state:

() whetherthe Reserve Bank of India (RBI) has prepared any guidelinesto take action on bank
auditors so asto puta check on scam in privateand publicsector banks;

(b) if so, the detailsof the guidelinesissued by the RBI; and

(c) theextentto whichscam in banksare likelyto be checkedafter issuance of these guidelines?
ANSWER

Minister of State in the Ministryof Finance
(SHRI SHIVPRATAPSHUKILA)

(a) to (c): RBI has apprisedthat recentlyit has put in place a graded enforcementaction frameworkfor
statutoryauditors (SAs) in respect of lapses observed in statutoryaudit of commercialbanks. As part
of the framework,lapses such as misstatementsof banks’ financial statements, wrong certification
wrong informationin the Long Form Audit Report,and any other violations/lapsesvis-a-vis RBI
directions/guidelinesegardingthe role and responsibilitienf SAs in relationto banksare covered.

As per RBI, in case of violations/lapse identifiec by any othet regulator/enforcemer agency/ judiciz
or governmen authorities etc., such firms may be denied audit providec the case is of serious nature
where public interest is involvec and it is established prima facie, that the firm is culpable either by RBI
or by the said entities and such violation/laps is brough' to RBI’s notice Further audit assignment:
to such audit firms as are blacklistec by the above entitie: and broughi to RBI’s notice may be denied,
unti the time theii name is clearec by them Communicatio of any enforcemen actior on an audit
firm (including issuance of Cautionar/Advice to the Institute of Charterecl Accountant :of India
(ICAL the professiona body of the audit community ,as and wher such actior is taken and
placemen' in public domair of the fact of such communicatio: to ICA] by RBI are also envisaged.
With regard to arrangementof enterprise-widerisks of a bank, whichincluderisk of fraud, RBI has
apprisedthatthereare threelines of defencd v7z., line functionsthat assume, own and manage the risk
the risk monitoringfunctionthat specialises in overseeingthe risk-takingand risk managementby the
said line functionsand providesguidance and support,and the audit function.As a result of the RBI-
issued framework,occurrenceof fraud wouldbe checkedto the extent of improvementin the audn
function.






