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Measures to PreventBank Frauds
701.SHRIRAJANVICHARE:

Willthe Ministerof FINANCEbe pleased to state:

(@  whethera Committeehas recommendedfor takingcorrectivemeasures and bring regulation
to plug loopholesand ensure that such frauds as happenedin the PNB do not take place, if so, the
detailsthereof;

(b)  whetherthe said Committeealso recommendedscrutinyof large loans in the cooperative
sector, if so, the detailsthereof;

(¢  whetherthe Committeehas urged the Governmentto instil confidence of customers and
investorsin the credibilityof State run banks to rub aside the cry to privatise Public Sector Unit:
banks, if so, the detailsthereof;and

(d) thereactionof the Governmentthereto?

ANSWER

Minister of State in the Ministryof Finance
(SHRI SHIVPRATAPSHUKLA)

(a) to (d): The Fifty Seventh Reportof the StandingCommitteeon Finance on Demands for Grant:
(2018-19) of the Ministryof Financemade recommendationin this behalf.

With regard to preventionof frauds, Reserve Bank of India (RBI) mandated banks to implemen
certain measures for strengtheningthe SWIFT operating environmentwithinstipulated deadlines
Further,Governmentissued instructionsto Public Sector Banks (PSBs) on “Frameworkfor timels
detection, reporting,investigationetc. relatingto large value bank frauds”, which provides, inter-alia
that all accountsexceedingRs. 50 crore, if classified as Non-PerformingAssets, should be examinec
by banks from the angle of possible fraud. Other measures taken to controland prevent frauds in
banks,are as follows:

(i) For deterring economic offenders from evading the process of Indian law by
remainingoutside Indian jurisdiction,Governmenthas introducedthe Fugitive Economic
Offenders Bill, 2018 to provide for attachment and confiscation fugitive economic
offender’s propertyand has advised PSBs to obtain certified copy of the passport of the
promoters/directorsand other authorisedsignatoriesof companiesavailingloan facilitie:
of morethanRs. 50 crore.

(i)  For enforcement of auditing standards and ensuring the quality of audits
Governmenthas initiatedestablishmentof National Financial Reporting Authorityas an
independentregulator.

(i)  Tosend a clear message that borrowerscannot wilfullydefaultand continueto enjoy
ownershipof theirassets, wilfuldefaultersand connected persons have been debarredfrom
participatingn the resolutionprocess under thelnsolvencyand BankruptcyCode (IBC).



(iv)  Launchof CentralFraud Registry(CFR),a web-based searchabledatabase of frauds
reported by the banks, containingdata for the last 13 years has been made operationalby
RBI in January2016.
In addition,under the PSB Reforms Agendaannouncedby the Government,PSBs have committec
to clean and commerciallyprudent business through Stressed Asset Management Verticals for
focussed recovery,rigorous due diligence and appraisal for sanction by scrutinisinggroup balance
sheets, at least 10% share in consortium lending, ring-fencing of cash flows, initiatinguse of
technologyand analyticsfor comprehensivedue diligenceacross data sources, buildingcapacity for
techno-economicvaluation,clean and effective post-sanction follow-up on large-value accounts by
tyingup with Agencies for Specialised Monitoringand strict segregationof pre- and post-sanctior
roles for enhancedaccountability.

As regards scrutinyin the cooperativesector, NationalBank for Agricultureand RuralDevelopmen
(NABARD)has informedthat very few cooperativebanks have issued large loans, and these loans
are mainlyfinanced by State CooperativeBanks and few DistrictCooperativeCentralBanks. The top
20 accounts of cooperative banks are examined by NABARD during the course of statutor
inspections with reference to their appraisal, operations, monitoring, documentation and asset
classification.Thus, thereis a systemin place for scrutinyof large loansin cooperativebanks.

To instil confidence of customersand investorsin the credibilityof State run banks, Governmen
has followed a comprehensive4 R’s approach of Recognition,Resolution, Recapitalisationand
Reforms ie. Recognitionof restructuredstandard assets as NPAs, initiated with Asset Qualit
Review in 2015, Resolution process has been strengthened by changing the creditor-debto
relationship through the Insolvency and Bankruptcy Code, Recapitalisationamounting to Rs.

2,11,000 crore has been initiatedin October 2017 to strengthen balance-sheets of public sector
banksand PSB ReformsAgenda.



