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CALLING ATTENTION TO MATTER 
OF URGENT PUBLIC IMPORTANCE

R eported illeg al  t r a n sm issio n  o r
FOREIGN EXCHANGE WITH FAKE RESERVE

B a n k  pe r m its

SHRI YAMUNA PRASAD MAN- 
DAL (Samastipur); I call the atten- 
tion of the Minister of Finance to the 
following matter of urgent public im
portance and I request that he may 
make a statement thereon:—

The reported involvement of an 
American bank and a leading na
tionalised bank in illegal transmis
sion of foreign exchange with fake 
Res&ve Bank permits.

THE MINISTER OF FINANCE 
(SHRI YESHWANTRAO CHAV AN): 
Mr. Speaker, Sir. on 11th July, 1974 
Vijaya Bank Ltd. remitted a sum of 
US $30,000 to Hongkong on the basis 
of a permit purported to have been 
issued by the Reserve Bank of India. 
This permit was presented to Vijaya 
Bank Ltd. by one Shri Deepak Shan- 
tilal Jain. On the 19th July, 1974, 
Shri Deepak Shantilal Jain approach
ed Vijaya Bank Ltd. for remitting a 
sum of US $1.30,000 to Hongkong on 
the basis of two similar permits 
amounting to US $ 80,000 and $ 50,000 
respectively. As fairly large amounts 
were involved, the Manager of Vijaya 
Bank Ltd. approached the Reserve 
Bank of India on 19th July, 1974 for 
purposes of checking the authenticity 
of these permits as als& the permit 
on the basin of which remittance of 
US $30,000 had already been remit
ted. On finding the permits to be 
spurious, the case was handed over 
to the Enforcement Directorate for 
investigation. Naturally, the remit
tance to the extent of US $ 1,30,000 
was not permitted.

Preliminary investigations reveal 
that similar remittance based on 
spurious permits may have been made 
through more than one bank. On the
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basis o f investigations undertaken bo 
far, permits involving a sum of Rs. 
2.34 crozes have been segregated for 
scrutinising their authenticity. Re
mittances in relation to these permits 
were made through Vijaya Bank Ltd., 
the Bank of America and the Bank 
of India. As the investigations are 
in the preliminary stage, it is not 
possible to quantify the exact mag. 
nitude of the remittances which have 
been effected through spurious per
mits or indicate the number of banks 
through whom these remittances have 
been made.

Shri Deepak Shantilal Jam and one 
of his accomplices have been appre
hended. Furthermore, an amount of 
about Rs. 42 lakhs in the accounts in 
the name of Deepak Shantilal Jam 
and his accomplices with the Vijaya 
Bank Ltd. has been frozen.

Two officers of the Reserve Bank 
of India have been placed under sus
pension and criminal ca^es are being 
registered against them, as prima fa
cie, they appear to be involved in this 
fraud.

SHRI YAMUNA PRASAD MAN- 
DAL: Mr. Speaker, Sir, All India
Radio today gave this news to the 
country that this sort of shady thing 
has been happening to the great loss 
of the country t0 the tune of croret, of 
rupees. I do no know how many 
crores of rupees it would amount to. 
We have come to know about black 
money and about other black things 
and every day, every month and 
every year, the people like Shri 
Shantilal Jain have been carrying on 
these nefarious activities in this 
country to the loss of, if I maximise 
it or if I exaggerate It, several 
hundred crores of ruppes. Only 
the Finance Minister can say how 
they do this business.

Especially there are some traders in 
the country who carry on over-invoic- 
ing and under-invoicing only for this 
purporse, It is good that the Ministry 
has apprehended Deepak Shantilal
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Jam and his other accomplices and 
their accounts have been frozen with
in a month But only two junior offi
cers of the Reserve Bank of India 
have been brought to book whereas 
the really responsible big people have 
been left out Criminal cases should 
also be started against Deepak Shanti- 
Jal Jam and his accomplices I am 
glad to know that the Government 
have acted very promptly The state
ment of the hon Mmistei is very 
carefully worded but the uay of the 
Government hould be to put all these 
things m such a manner so that the 
truth comes out I ask the Finance 
Minister, is it the first case or there 
have been several similar cases m the 
past also? Even in the streets of 
Bombay and Calcutta people have 
been talking of shady businesr of 
some of the officers of the Reserve 
Bank of India The Finance Ministry 
should be equally vigilant inrt care
ful to see that these things do not re
cur To root out this evil for all 
time to come I would be verv glad to 
know if there is any cell m *he Fin
ance Ministry and if the Government 
is thinking on these lines so that 
there is more coordination and the 
Reserve Bank of India may work 
more efficiently in future

SHRI YESHWANTRAO CHAVAN 
Sir, I am grateful to the hon Mem
ber for expressing his sense of ap
preciation for what the Enforcement 
Directorate has done in this matter 
There is some deficiency in the proce
dure* Fortunately this is the first time 
this thing has been revealed I do 
not think any offence of this type was 
revealed before RBI has promptly 
acted and taken many steps to pre
vent this Particularly, certain pro
cedures had to be changed and certain 
powers of delegation which had been 
given to take a final view m such 
matters have been corrected I think 
there will be much more vigilance in 
this matter.
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SHRI YESHWANTRAO CHAVAN: 
The hon. Member to entitled to have 
his own views about the statement 
that I have made and I do not want 
to comment on that. But I can only 
say that I have tried to give as much 
information as possible. Of course, 
he is entitled to know the names o f 
the officers who are involved in this. 
The names of the officers are: Y . R. 
Mantri, Staff Officer, Grade H, and 
Shri B. S. Pradhan, Exchange Con
troller. These are the two officers 
who have been placed under suspen
sion and the cases are being register
ed against them.

As I have said already, the name of 
the main person involved in this has 
been given already. His other ac
complice is called Pratap Singh. In
vestigation are going on. They have 
also revealed the name of a third per
son but who is absconding, and there
fore, in the interest of the investi
gation, I do »ot propooe to reveal his 
name.

The number of permits which are 
under scrutiny reveal an amount of 
more than Rs. 2 crores. But I can
not say yet that the entire money can 
be treated as spurious amount; some 
of it mijfht possibly be due to some 
genuine transactions. I do not know 
what more information I can give. 
As for the discussion in the House, I 
do not stand between the hon. Mem
ber and the Speaker.

SHRI SAT PAL KAPUR: What
about the Rs. 28 lakhs and Rs. 14 
lakhs accounts?

SHRI YESHWANTRAO CHAVAN:
I  have already said in my statement 
that furthermore, an amount of about 
Rs. 42 lakhs has been frozen.

SHRI JAGANNATH RAO (Chatra- 
pur): What about his antecedents?

SHRI SAT PAL KAPUR: What was 
their modus operand*?

SHRI YESHWANTRAO CHAVAN: 
The modus operadi in this matter ap
pears to be Uke this, that these

officers concerned have been alleged 
to have signed blank: papers or blank 
forms which are treated as pemtits 
and handed over to some persons. It 
is on that basis that the whole thing 
has been found out.

SHRI SAT PAL KAPUR: Such « 
simple thing?

SHRI YESHWANTRAO CHAVAN: 
It is complicated.

SHRI BHOGENDRA JHA (Jai- 
nagar); It is a very serious incident 
and we were apprehending this all 
along. The statement of the hon. 
Finance Minister does not go to the 
depth of the matter. We were ap
prehending this even at the time of 
nationalisation of banks because the 
foreign banka had been left out. One 
cannot be sure whether only this par
ticular American bank is involved in 
this.

AN HON. MEMBER: Most of
them.

SHRI BHOGENDRA JHA: I do not 
know; most of them may be involv
ed because it is Watergate democracy 
and Watergate finance and therefore, 
there may be nothing surprising about 
it.

Two days ago news appeared of the 
arrest of one important US citizen 
who is a Vice-President of the Wes- 
tinghouse Corporation which is a sub
sidiary of oome Swiss Arm which is 
a subsidiary of an American firm 
which is multinational. There in 
India itself the payment has been 
made. The Times of India news of 
4th August says:

“According to official sources, the 
scrutiny of the seized materials re
vealed that the expenses of the 
company in India were met out of 
the funds of the American company. 
Only a portion of th© expenses was 
sent from abroad through legal 
banking channels. The balance was 
met through undisclosed sources
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and by unauthorised deals in 
foreign exchange” .

This is another thing, for the infor
mation of Shri Piloo Mody

SHRI PILOO MODY (Godhra) 
What did he say?

SHRI BHOGENDRA JHA I said 
this is another scandal Here an 
American firm dealing in India which 
is a subsidiary of the Swn3s firm 
Westmghouse, which is again a sub
sidiary of an American firm, has been 
meeting it& expenses m India partlv 
through legal channels and partlv 
through unknown illegal channels, 
unauthorised channels This is ano
ther instance m Delhi itself

PROF MADHU DANDAVATE 
(Rajapur) How r  Piloo Mody invol
ved m it’

MR SPEAKER He is jddmg 
new dimensions to his question Con
fine yourself onl\ to this issue

SHRI BHOGENDRA JHA Here 
again foieign exchange is involved

MR SPEAKER- Yes This deals 
with one issue You are eencrahsmg 
It is not very fair

SHRI BHOGENDRA JHA I stres
sing one point In this case the offi
cer m chaige the Vice-Pres dent of 
the firm, a US citizen, was trying to 
escape He was detected and not 
allowed to escape He was arrested 
But then he has been bailed out I 
do not know what are the sureties 
Here Rs 10 lakhs are involved by way 
of evasion of income-tax With a 
bail of Rs 50 000 naturallv he can 
go out

MR SPEAKER: Please come to
this issue

SHRI BHOGENDRA JHA Here is 
Rs. 12 crores are involved in the ex
change racket It is now proved that 
fake permits were issued It is also 
admitted in the statement that this

is not last thing Many such fake 
permits have been issued At least 
200 fake permits are utilised. The 
amount involved can only be conjec
tured, it cannot be exactly Btated

In such a situation, I would like to 
know whether for the present at least 
Government propose to take over the 
management of the Bank of America 
because that bank is involved The 
second thing is that some junior offi
cers ha\e been penalised But the 
Reserve Bank officers must be involv
ed when blank permits were issued 
which have been misused m this way 
I want to know whether some senior 
officers have been or are going to 
be penalised or not Thirdly—this is 
a basic thing—m the light of the
lessons learnt do Government pro
pose to nationalise all the remaimng 
banks, mclud ng all the foreign banks 
or not’

SHRI YESHWANTRAO CHAVAN
A S far as the preliminary remarks are 
concerned I do not think I can go 
into them In the last part a specific 
question ha<j been put to me why is 
it that only small officers have been 
penalised’  Nobody has been penalis
ed Investigations are being made and 
only those against whom some pnma 
facie case had been found had been 
suspended Cases have been register
ed If any other officer is also found 
to be involved, action would be taken 
against him also, nobody would be 
spared As far a$ the American and 
other banks are concerned, I will have 
to be fair to the banks as such It is 
quate possible that some individual 
officers might have been negligent or 
might have involved themselves even 
consciously Whatever the investiga
tions re\eal, action would be taken 
accordingly But I cannot say that 
those banks themselves are respon
sible for these things because they 
seem to have acted on bona fide belief 

(Interruptions) That is also a 
matter of further investigations H 
something else is revealed, certainly 
action will be taken against the per
sons concerned But I cannot be un
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fair to the banks its such; they have 
done nothing deliberately in this mat
ter. 1 find it is not only the Bank of 
America but also one of the nationa
lised banks, which is involved... (In
terruptions). I do not know. If you 
let loose your imagination many 
things can be said but I have to make 
a statement on the basis of facts as 
they were revealed. There is no 
question of taking over any bank as 
such.

SHRI BHOGENDRA JHA: Against 
this particular bank. American Bank.

SHRI YESHWANTRAO CHAVAN: 
There is nothing against the bank as 
such.

12.22 hrs.

STATEMENT RE. ALLEGED AS
SAULT BY BRTF PERSONNEL
ON SOME PEOPLE OF JOWAI 

IN MEGHALAYA

THE MINISTER OF DEFENCE 
(SHRI JAGJIVAN RAM): Mr. Spea
ker, Sir. Hon’ble Shri Jyotirmoy 
Bosu mentioned in the Lok Sabha on 
the 29th July about an incident which 
took place near Jowai village on the 
11th July involving the personnel of 
the Border Hoads Organisation and 
local civilians resulting in an unspe
cified number of deaths and injuries 
to both sides. The Hon’ble Deputy 
Speaker, who was in the Chair, ob
served that it is in the interest of the 
country that the Defence Minister 
should come forward at the earliest 
opportunity to make a statement as to 
what the facts of the case are. what 
acion has been taken and whas i* 
proposed to be done.

The fact* of the case as gathered 
iipto now are as follows:

(i) On 17th July, 1074, a signal 
was received by the Head
quarter s of the Border Road* 
Organisation from the Chief

Engineer Project PUSHPAK 
situated ia another . .State 
about 200 miles away that on 
11th July the camp of 406 
Road Maintenance Platoon 
was attacked by local civilian* 
between 4 p .m . and 6.15 p .m . 
by throwing stones and in
trusion through barbed wire 
fencing as a result of wfaich 
a number of Border Roads 
personnel were injured— 
three of them sustained 
serious injuries and were 
hospitalised in the Mission 
Hospital in Jowai. The signal 
further stated that the local: 
police were contacted and 
protection for the camp was 
arranged.

(ii) Subsequent report from the 
Directorate General of Bor
der Roads indicated that on 
11th July 1974 a local fair 
was held near the Border 
Roads camp on the Jowai- 
Badarpur road near Jowai. 
This fair was organised by 
the local civilians. In the 
afternoon, some of tfoe local 
civilians taking part in the- 
fair got drunk and entered the 
Border Roads camp forcibly 
by cutting the wire fence and 
attacking the Border Road* 
personnel and their families 
who were in the camp. As 
a result of this attack, three 
camp members werc seriously 
injured. All this happened 
while the men of the unif 
were away at work. On their 
return, the men found the 
injured persons and removed 
them to tfoe hospital as well 
as made a search for the cul
prits who could not be found 
A report was lodged with the 
Police who have since pro
vided a Police Guard as the 
unit does not keep an armed 
guard itself.

Oil) The Meghalaya State Govern
ment was contacted over the 
telephone on 30th July 1974


