GOVERNMENTOF INDIA
MINISTRYOF FINANCE
DEPARTMENTOF FINANCIAL SERVICES
LOKSABHA
UNSTARRED QUESTIONNO. 2368
TOBE ANSWEREDONTHE 8™ JULY2019/ ASHADHA17, 1941 (SAKA)

RegulatoryCompliance by PrivateBanks
2368. SHRIKODIKUNNILSURESH:

Willthe Ministerof FINANCEDbe pleased to state:

(@  whetherthe Governmentis seized of instancesand reports concerningnon-compliancewith directions
on ‘Know Your Customer/Anti-MoneyLaunderingNorms’ and on reportingof frauds by private sector
lendersand banks;

(b)  if so, the detailsthereof;

(¢  whetherthe Governmentis aware of widespreaddeficienciesin regulatorycomplianceby privatesector
lenders;

(d) if so, whether the Governmentis intendingto promulgatea regulatorymechanism to check such
matters;and

(e)  if so, the detailsthereof?
ANSWER

THE MINISTEROF STATEFORFINANCE
(SHRIANURAGINGHTHAKUR)

() to (e): Regulatorymechanismare in place to deal with non-compliancewith directionson “Know Your
Customer/ Anti-Money.aunderingNorms” (KYC/AMLnorms) and on reportingof frauds by lenders and

banks,and deficienciesin regulatorycomplianceby lenders.

In this regard, Reserve Bank of India (RBI) has informedthat witha view to developinga sound framework
and process for enforcementaction,a separate Enforcement Department (EFD) has been established within
RBI witheffect from 3.4.2017 as a centraliseddepartmentto speed up regulatorycompliance.RBI has further
informed that instances of regulatory deficiencies, including non-compliance with KYC/AML norms by
privatesector lenders and banks, are flagged in RBI’s inspectionreportsand pursued for complianceby RBI’s

supervisory department. Some of the deficiencies and instances of non-compliance are taken up for

enforcementaction (in the nature of imposinga monetarypenalty)by EFD in accordance with policyframed
in this regard based on, inter alia, materialityof the violation.Since the creation of EFD, monetarypenalty
amountingto Rs. 148.91 crore has been imposed on 43 privatelenders and banks for regulatorydeficiencies,
out of whichpenaltyof Rs. 8.30 crore has been imposed on nine privatelendersand banksfor non-compliance
withdirectionson KYC/AMLnorms.

Further,as per inputs received from the Departmentof Revenue,the Director,FinancialIntelligence Unit-

India (FIU-IND), based on inquiryinitiatedunder the Preventionof MoneyLaunderingAct,2002 (PMLA),is

empoweredto takesuitableactionsagainsterringentitiesfor non-complianceof legal obligationsunder PMLA.
Director, FIU-IND has imposed penalty against 10 private sector banks where non-compliance of the

provisionof ChapterIV of PMLA and the Preventionof MoneyLaunderingRules,2005 had been reportedor
detected.

RBI has also issued Master Directionson FraudsO Classificationand Reportingwhichrequirebanksto report

frauds beyonda thresholdamountto law enforcementagencies, monitoringand follow-upof cases by a special
committee,quarterlyplacement of informationbefore the Audit Committeeof bank Board concerned, and
annual review of frauds by the bank concerned. These coveflinter alit) preventive measures, fraud detection
systems, systemic lacunae, remedial action, monitoringof progress of investigationand recovery,and staff
accountability.
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