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UNSTARRED QUESTION NO. 1549
TO BE ANSWEREDON THE 1T JULY 2019/ ASHADHAL10, 1941(SAKA)

Performance Evaluation of PSBs
1549.SHRISYED IMTIAZ JALEEL: SHRI ASADUDDINOWAISI:

Willthe Ministerof FINANCEDbe pleased to state:

(@  whetherthe Government,in consultationwith Reserve Bank of India and Bank
Board Bureau, is developing an objective framework for performance evaluation of
publicsector banks;

(b)  1if so, the details thereof and the extent to which this step is likelyto improve
transparency accountabilityand efficiencyof the State-ownedbanks;

(c)  whether in view of the frauds in recent past the Government proposes to
introducea mechanism through this frameworkin banks to immediatelytrack frauds
especiallywhereemployeesof the banksare involved;and

(d)  1if so, the details thereof and the time by which this objective frameworkis likel
to be implemented?

ANSWER
The Finance Minister
(SMT. NIRMALASITHARAMAN)
(2) and (b): Financial performance and operational efficiency of banks is objectivel
reflected in their annual financial statements. As per the existing framework,under
various applicable laws, all banks includingPublic Sector Banks (PSBs) are requiredto
have their annual financial statements approved by their respective Board of Directors
transparentlydisclose the same to stock exchanges, furnish copy thereof to the Reserve
Bank of India (RBI), and present these at the annual general meeting of thei
shareholdersfor approval and adoption after discussion. As part of this, bank’s Board
and shareholdersdiscuss and review the bank’s performanceand, in addition, market:
and the regulator also take note of the performance, which serves to strengther
accountabilityby subjectingthe bank to marketdisciplineand regulatorysupervision.

Further, bank-wise performance regarding implementationof reforms in PSBs for
enhanced efficiency and strengthenedarrangementsfor accountabilityis being trackec
and measured through an independent agency, using an objective, transparent and
publiclyreported‘Enhanced Access and Service Excellence (EASE)’ ReformsIndex.



(c) and (d): Government has issued ‘Framework for timely detection, reporting,

investigationer. relatingto large value bank frauds’to PublicSector Banks (PSBs), whict

provides, inter-alia, that—

(i) all accountsexceedingRs. 50 crore, if classified as Non-PerformingAssets (NPAs)
be examinedby banksfrom the angle of possible fraud;

(if) examinationbe initiatedfor wilfuldefault immediatelyupon reportingfraud to RBI;
and

(ii1) reporton the borrowerbe sought from the CentralEconomicIntelligenceBureauin
case an accountturnsNPA.

In addition,a number of other measures have also been taken to improve prevention,

detectionand reportingof frauds, includinggnser-alia, the following:

(i) CentralFraud Registry (CFR), based on Fraud MonitoringReturns filed by banks
and select financialinstitutionshas been set up by RBI as a searchableonlinecentra
database for use by banks;

(i) for enforcement of auditing standards and ensuring the quality of audits
Government has established the National Financial Reporting Authorityas an
independentregulator;

(iif) for managementof fraud risk and to direct the focus of banksto early detectionof
loan frauds, promptreportingto RBI and investigativeagencies and timelyinitiatio
of staff accountabilityproceedings,RBI has issued a frameworkfor dealingwithloan
frauds and Red Flagged Accounts(RFA);

(iv) RBI has issued a circularto all banks in February,2018 to implementsecurityand
operational controls with respect to SWIFT messaging system in a time-bounc
manner;

(v) RBI has instructedbanksto reportdeficientthird partyservices (such as legal search
reports,propertyvaluers’reportsez.) and ineffectiveaction against collusionof these
providers with fraudsters to the Indian Banks’ Association, which maintains a
cautionlist of such service providers;and

(vi) Governmenthas formed an inter-agencycoordinationcommitteeto look into the
large value bank frauds.

Further, all PSBs have a well-established vigilance mechanism headed by a Chiet
VigilanceOfficer (CVO)directlyappointedby the Governmentof India. CVOsof banks
keep a close watch on variousaspects of the bank’sfunctioning.RBI has issued variou:
guidelines on examiningstaff accountabilityunder various circumstances. As per RBI
instructionson the internal control and inspection/auditsystem in banks, banks are
advised regardingfixingof staff accountabilityaspect of irregularitiesmalpracticesetc., at
all levels, at the appropriatetime. Further,as per inputs received from PSBs, PSBs
impose penalty against erring employeesafter due process includingdismissal/removs
from service/ compulsoryretirementfrom service etc. and complaintis lodged with the
policeor the CentralBureau of Investigation.



