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‘CALLING ATTENTION TO MATTER
OF URGENT PUBLIC IMPORTANCE

REPORTED FRAUD IN THE BANK OF
Barooa, BoMeay
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THE MINISTER OF FINANCE
(SHRI YESHWANTRAO CHAVAN):
Mr. Speaker, Sir, the Bank of Baroda
has reported that no fraud in any
single account in their Bombay bran-
ches of the magnitutle of Rs. 70 lakhs
has come to their notice. However,
during the years 1970 and 1871, a
large number of agricultural advances
were sanctioned in their Murum
branch, Maharashtra, some of which
were later found to be irregular. The
‘total amount of such advances dis-
bursed by the then Agent of the
branch was reported to be around
Rs. 71 lakhs. When certain com-
plaints were received by the bank
about the irregularities in the dis-
bursement of these amounts, the Ma-
nagement of the Bank of Baroda con-
ducted an inspection of all the agri-
cultural advances sanctioned in that
‘branch.

According to the bank, out of the
total agricultural advances disbursed
by the then Agent, in 18 borrowal ac-
counts involving an. amount . of
Rs; 08,400, a shortfall in security to
the extent of Rs. 47,850 was defbcted.
Further, an amount of Rs. 95,000-dis-
‘bused to 56 borrowers was also found
1o ‘have been diverted: for purposes
«other those for which they: were
granted.
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The bank has reported that, on the
basis of the facts revealed from the
inspectien and the admissiong made
by the then Agent of the branch, it
had taken departmenta] action against
the then Agent of the branch which
eventually led to his dismissa] from
the service of the bank. The bank
has further reported that, wherever
necessary it has filed civil suits in a
number of cases against the clients
for recovering the loans.
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“One advantage of the nationalis-

of banks js that they frauds are
much more quickly exposed to the
public, because the matters can be
discussed on the floor of Parliament.
Naturally, the Reserve Bank and the
nationalised banks and everybody
will have to be on their toes for
that mat
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“I have been writing to you about
the deterioration in the working of
the nationalised Banks, Before the
opering of thiz sestion, I was told
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[efr g ferm]

by well-informed sources that a big
fraud involving Rs. 70 lakhs has
been committed on the Bank of
Baroda, Bombay. I do not know
whether you have received detail-
ed information about this. I believe
that an investigation ought to be
carried out in this scandal. The
findings should be placed on the
Table of the House.”
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“With reference to the calling
attention notice which was admitted
by the Speaker, I had a talk with
my informant jn Bombay again this
morning. He maintains that the in-
formation he gave to me about the
fraud committed jn the Bank of
Baroda is true. I agreed to a post-
ponement as your Private Secretary
emphatically told me that you had
a talk with the Chairman, Bank of
Baroda, and there was no truth in
the report received by me. In view
of the fact that my informant in-
sists on the veracity of the report,
will you be so good as to make dis-
creat inquiries on your own?”
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“No fraud in any single account
in their Bombay branches was de-
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*The Speaker not having subse quently accorded the necessary per-
mission, the paper was not treated as laid on the Table,
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MR, SPEAKER: May be many rami-
fications may be there and they

may have a wider scope, but the ques-
tion is very limited in scope—about
a specific item. ’
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MR. SPEAKER: This ig a fraud
committed. The Minister has replied
and you can confine yourself to that.

stag fmy : Fam gl
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MR. SPEAKER: If you want, we
can have a discussion on it. But you

cannot thrust everything into the
scope of this calling attention motion.
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in Bank of Barode, 230
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sitay fomd : o 497 w1 T
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“Our economy is once again pois-
ed for fresh growth and .develop-
ment. Government believe that pub-
lic ownership of major banks will
help in the most effective mobilisa-
tion and develoyment of national
resources so that our objective can
be realised with a greater degree
of assurance. Public ownership
will also help to curb the use *of
bank credit for speculative and un-
productive purposes...."”

O 99 FT I TE

“If money which is deposited and
is in the possession of the banks is
in the nature of a sacred trust....”
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Bombay (CA)
MR. SPEAKER: The call attention
was on the reported fraud in the Bank

of Baroda....(Interruptions)

ot vy fad : e v, W
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MR. SPEAKER: I have to ask the
hon. Member to be relevant. He has
spoken much beyond the scope of the
call attention. 1 am concerned only
with the scope. We have fixed the
time for the first Member. Others
will not take more than five minutes.

wY my fomi: w9 @0 IW ¥ AL

e § A 9 A Aoy £
= § 7 9, g qfw § 4 9w, -
T F AW T F, 7% 97 T WA,
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MR. SPEAKER. You have said more
than enough. Now you say, “I have
nothing to say.”

ot wy fomT : WY OF AT
= e it A o fF o
i yemwr fag s @ §
T W %7 w0 g7 wEw oA
forq g Fraw ey ot et & 4

MR. SPEAKER: After the time-
limit was fiXed in the meeting, it is
strictly being followed.



233 Reported fraud

"oto e - (area€ wfiqw ) - oy
TRIEE, W ¥ FUL I ST HIT S
g e umy ged awa Y dwr A
oy wF AN § | W9 gHwT A oW
SETC ¥-oqwT AT e ga aEem
w|y & A s # st w9 "
AW E IF ey Wy & A
I T Ay AT 7 qm gwd A A
wed, fad grar #7 @ ¢, aw AW A
& Zhwrwy gt amed A A Ay
w®E | Ag T FT &3 AT A A
atmr f& AT wrw s 9T AT
FLHIAT WA 373 FL AT | o qQH1
FY AT F7 AT ITERY )

MR. SPEAKER: The scope of this
calling attention is limited. It is per-
missible to make a reference here
and theré to outside matters, but
when he goes completely outside the
scope, it is the duty of the Chair to
point it out.
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in Bank of Bared&, 234
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‘SHRI YEBHWANTRAO CHAVAN:
The intention of the hon. Member is
to find out some of the irregularities,
freuds and  malfunctioning of the
banks ‘and it wss necessary to ask such
questions. I really welcome it. When
I received the original notice from
your office; it was rather vague in-
formation. I really wanted to know.
more specific things. Because of this
vague information, I asked them to
find out from the head office and they
were told in Bombay city there was
nothing like that,

sfrag famy o HA g f5
1T & O 91T AT &1 & wiiFsa
g =t

SHRI YESHWANTRAO' CHAVAN:
I am not trying to score a point. I
am only saying how it happened.
Then I thought possibly it may not
have ocrurred in the head office as
such and it might have oecurted in
certain branches in Bdmbay city. I
asked them to find out from the Bom-
bay branches as well When I was
pursuing this matter, it was found—
it iz true' that regional offices keep
changing; pessibly at that time when
this thing happened, the regional offi-
ce was in Bombay. This particular
matter  wds brought to my notice that
there were more than 1,000 accounts
—small accounts but their number
was more than 1,000—and there are
some irregularities in it. Not that all
the amount is lost. A part of it has
become bad debt. The person involv-
ed in it himself has admitted his
share in it, as a result of which he was
dismissed. So, the bank acted very
quickly on it. When it came to their
notiee' they immediately sent imspec-
tors to-audit the accounts and it was
on the bank's initiative that it was
done, Not that the bankg were not
alert.
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[Shri Yeshwantrao Chavan]-

The hon. member asked whether
there is any other CBI inquiry going
on about any other thing. I made
enquires and the report I have got
is, in this matter there was corrres-
pondence with the CBIL We have
taken departmental action. We are
taking civil action to recover the
amounts concerned. Certainly it in-
volves a criminal offence. Therefore,
the Bank was in correspondence with
the CBI about its taking over the case
but it advised that it is much better
that the matter should be taken with
the local police for the investigation
of the offence involved.

The other question is about the gene-
ral working of the bank that a large
number of frauds are coming out and
exposed and what are we going to do
about it. This question was raised in
the Consultative Committee also. It
is a general question which is natural-
ly the concern of the entire Parlia-
ment and also of me. In banking of
this size I cannot say that eberything
is fool-proof. Certainly, we will have
to take steps and we have to ask banks,
particularly the Reserve Bank, to make
some study about the systems snd
procedures of the working of banks,
particularly in the case of advances
and loans. They are making some
studies. But we are not keeping quiet
until we receive the result of that
study. We have given instructions to
the banks to see that the normal rules
are strictly followed. We have seen
that normally the frauds take place
because some of the elementary rules
of banking are not observed, either by
collusion or by negligence.

be checked only by one person, unless
it is checked by the other person, and
no movable property of the bank
should be allowed to be dealt with by
only one person. These are some of
the basic precautions that have to be
taken in the transaction of business
by banks and wherever they are not
foll~wed it is found that the banks
come to grief. Naturally, we will
have to take note of this.

AUGUST 24, 1973

For ins-
tance, no entry must be allowed to -

in Bank of Baroda,236
Bombay (CA)

He said something about cheques.
1 do not know the facts of the case.
I am prepared to take the information
from him and find out the position.

He raised no specific suggéstion whe-
ther we are prepared to make some
actions offences as such. This requires
examination. I cannot say off hand
either “yes” or “no”, This is certain-
ly a suggestion which can be con-
sidered.

About the general gquestion for—
organisation, if he has any suggestion
he can certainly communicate with
the Prime Minister or write to me.
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PAPERS LAID ON THE TABLE
NeTiFicaTioN ETc. UNpER DELIMITATION
Act

THE MINISTER OF STATE IN THE
MINISTRY OF LAW, JUSTICE AND
“COMPANY AFFAIRS (SHRI NITI-
RAJ SINGH CHAUDHARY): I beg to
Jay on tne Table—

(1) A copy of Notification No.
S.0. 215(E) (Hindi and En-
glish versions), published in

Gazette of India dated the

12th April, 1973 containing
Order No. 1 of the Delimita-
tion Commission in respect of
- the State of Nagaland, under
sub-section (3) of section 10
of the Delimitation Act, 1972

{2) A statement (Hindi and En-
glish versions) showing rea-
sons for lelay in laying the
above Notification. [Placed
in Library. See No. LT-5472/
73].

NoTIFIcATIONS UNDER CusToMs Acr,
CeENTRAL ExcCISES AND SaLT AcT,
CeENTRAL B%cise RULES, ETC.

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRI K.
R. GANESH): I beg to lay on the
Table—

(1) A copy of Notification No.
G.S.R. 387(E) (Hindi and En-
glish versions) published in
Gazette of India dated the 8th
August, 1973. under . section
159 of the Customs Act, 1962,
together 'with an explanatory
memorandum. [Placed in Lib-
rary. See No. LT-5473/73]

2)

(3)

A copy of the Central Excise
{Seventh Amendment Rules,
1973 (Hindi and English ver-
sions) published in Notifica-
tion No. G.S.R. 374(E), in
Gazette of India dated the 1st
August, 1973, under section
38 of the Central Excises and
Salt Act, 1944. [Placed in
Library. See No. LT-5474/73.]

A copy each of the follow-
ing Notifications (Hindi and
English versions) issued under
the Central Excise Rules,
1044: —

(i) G.SR. 375(E) published in

Gazette of India dated the
Ist August, 1973 together
with an explanatory memo-
randum.

(ii) G.S.R. 386(E) vpublished in

4)

(ii)

(5)

Gazette of India dated the
8th August, 1973 together
with an explanatory memo-
randum. [Placed in Lib-
rary. See No. LT-5475/
73.]

(i) A copy of the Andhra
Pradesh Excise (Compounding
of Offences) Rules, 1973
(Hindi and English versions)
published in Notification No,
G.O.Ms. 94 in Andhra Pra-
desh Gagzette dated the Sth.
April, 1973 under sub-section
(4) of section 72 of the An-
dhra Pradesh Excise Act, 1968,
read with clauge (c) (iii) of
the Proclamation dated the
18th January, 1973 issued by
the President in relation to
the State of Andhra Pradesh.

A sYatement showing reasons
for delay in laying the above
Notifications [Placed in Lib-
rary. See No. LT-5476/73].

A copy each of the following
President’s Acts (Hindi and
English versions) under sub-
section (3) of Section 3 of the
Orissa State Legislature (De-
legation of Powers) Act,
1973: —



