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in answer to para (c) and (d) of the Question 
No. 39J1 on A-3-70 below K. R. Steel 
Union Pvt. Ltd .• West Bengal allocation of 
eXl'Ort quota to M Is. K. R. Steel Union 
Pvt.. West Bengal had been indicated as 
"2.000 tonnes per month from Februnr). 69 
to July, 69, including 1,250 tonnes for wire 
rods." I would like It poinL out that it 
should read as "2,000 tonnes pel month 
from February, 69 to July, 69 including 1,250 
tonnes of heavier billets (125 mrn) .. 

CALLING ATTENTION TO MATTER 
OF URGENT PUBLIC 
IMPORTANCE 

Reported Misappropriation of Money 
at the London Branrb of tbe 
Central 8aDk of India 

SHRI SEZHIY AN (Kumbakonam) : 
call the attention of the Minister of Finance 
to the following matler of urgent rublic 
importance and request that he may make 
a statement thereon: 

"Reported misappropriation of mOre 
than £1.2 million Ht the London Branch 
of the Central Bank of India and the 
action taken by the Government in this 
regard." 

THE MINISTER OF STATE IN THE 
MINISTRY OF FINANCE (SHRI P. c. 
SETHI): Sir. the following particulars have 
been ascertained from the Central Bank of 
India regarding the case of suspected fraud at 
their London Office. 

Arising out of certain irregularities 
noticed in the working of the London Branch 
of tbe Central Bank of India the bank 
arranged for a special audit of tbe London 
Branch by deputing a special officer to 
London on 23rd September, 1969. Later in 
March 1970, the General  Manager of the 
bank was sent to Lon dOD to look into sarno 
of the irregularities in some accounts of the 
London office. The General Manaacr 
relieved the London Manaser, Shn Sami J. 
Patel of his duties which were handed over 
to another officer Shri Khalifa. On 15th 
April, 1970, the London Office of Centrai 
Bank of India received a telex me388ge from 
the Sloman Bank, Hamburg rcquestin. 
confirmation from the bank reaudio. aD 
irrevocable ,UBrllIee ",vorio. tlDbilll of 

exchange for a totd sum of D.M. 2,000,000 
supposed to ha ve been drawn by MLntex 
Limited, London on C. Ramon & C.... Ltd., 
London. The London Omce of the bank 
contacted Mr. C. M. Shah of Montex 
Limited who denied having drawn those 
bills. On 16th April, 1970. the, London 
Office of the bank sent a telex to Sloman 
Bank denyirg havi"g issued any such 
guarantee and requesting them to despatch 
to them photostat copie. of documents and 
bills refcrr .. d tt' hy them and also to exercise 
caution. On the same day, the Sloman 
Bank informci the London office of the 
Central Bank of India that the  ten bills of 
exchange with the bank's guarantee were 
presentedt!) them ror discOllDt by Mr, Mario 
di RaccH of Mis L. Behrens and Sohne. 
Hamburg,  private honkers. The letter of 
guarantee bore the signature of Mr. S. J. 
Patel as Manager and Mr. Hanna as the 
Accountant. According to the Central 
Annk of India. Mr. Hanna wa' a Junior 
Clerk in the bank and was not authodsed by 
the bank to execUic any document. on 
behalf of the bank. Nor were any of thetIC 
guarantees registered in ttl. books of the 
bank. The bank h •• , tilerefore, surmised 
that Ihe ten bill. of exchange and the 
guarantee letter are forged documents. On 
Ihe \7th April, ~  the Auditor of the Bank, 
Mr, Mistry accompanied by Mr. Shah who 
was supposed 10 have drawn all Ihe ten bills 
of exchange on behalf of Montex, called at 
the office of t he Sloman Bank, Hamburg, 
whtrc t e~  were shown photostat copies of 
th. leiters signed by Mr. Patel confirming 
that the cce t r~ "I' the bills main-
tained an external account with the L<.ndon 
Branch of the C('ntra' Rank 01 India, with 
the permission of the Br.nk of England whicb, 
however, according to the Central Bank of 
India was not correct. Mr. Patel is pur-
ported to have written a letter forwarding 
specimen signatures of the officers of tbe 
bank authori.ed to sign on its behalf. In 
this list of signature., Mr. Hlnna'. name 
had not been included, but Mr. Patel is 
purported to have written another leiter 
advising the foreign correspondents of tbe 
bank, of the appointment of Mr. Halllll al 
incherge of foreisn business and i8 allO 
alleged to han aulhcntit:8ted his silllature. 
The photostats of the orillinal lelten or 
Iluaranlee bear the dale 26th March. 1969. 
It appeal. tbat the£e "ere le-iuued 00 the 
26th March, mo. 
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The Manascr of the Sloman Bank, 
accompanied by its legal Adviser, had a 
di>cussion with Mr. Oi Racca lit the Office 
of Messrs L" Behrens and Sohne. Hamburll 
when an officer of the Central Bank of India 
was allo present. Mr. Oi Racca was not 
aareeable to return all the bills of exchanllc 
and the letters purported to have been 
executed on behalf of the bank for cancella-
tion. When it was pointed out to Mr. Oi 
Racca by the officer of the bank that the 
whole transaction would be nullified as all 
these documents (both the bills of exchanllC 
as well as the letter of lluarantee) were 
forged, Mr. Oi RacCil replied tbat he would 
sue the bank on the due date of the bills. 
I.e .. 2"'th JUnc, 1970. 

The Central Bank of India has deputed 
Shri O. V. Taneja, Manaller (Personnel) at 
its Central Office, to London on 11th May 
1970. The Ministry of External Affairs 
bas requested Out High Commissioner in 
London and Ambassador at Bonn, to render 
the nCCCSl8ry aslistaDce so Shr; Tancja. 

Acccrdinll to thc Central Bank of India, 
there is nothing ('n the records of the bank 
to show that these suarantees have been 
lalued. It is not the practJc:e of the bank 
to issue IIUll18Dtce in letter form. as has been 
done in this case. Further, none of the 
officers of the bank at the London Office is 
authorised to Issue this type of guarantee. 
In tbese circumstance. tbe bank is of the 
view that it is not directly responsible for 
any Irrqular transaction, Accordin, to the 
hllnk, some interested parties are trylDJ to 
rolst on the bank these tran&actions. The 
bank's representatives in n ~  are in 
touch with the Scotland Yard. 

Tbe frrclllJlar transscUona involving bills 
amounting to 2 million O.M. (abollt :as. 41 
Iakbl) bave so far come to tbe notice of the 
Central BIlIIII: of India. The total amount 
101lolve4 ID thc suapOct.d fraud will be 
kno!llD only ~n all such claims are prllHllt· 
ed to t~ bank. MIs. Behlens and Spbne 
1I0wevcr, gjalm to bold with them bill. Qf 
exd!a1lP alDOunting in all to 10.S million 
P.M, (abclut ~ 216 .IIIcJII). 

Sbri Semi 1. Patel was tbe Manaaor of 
tbe London Branch of tbe Central Bank of 
India during tbe relevant period. He haa 
becn In tile London ofllce for a lon, camber 
of yean and bu been the Man..... of tbe 

London Branch since 1966. He 8ubmitled 
his res/anation and was relieved of his duty 
(In the 261h March, 1970. The bank has 
forfeited his provident fund and gratuity 
amounting to Rs. 1.1S,OOO. His presenl 

ere~ o t  are not known 

''IT ami ~  i ~  

"&riff ~ r  itu ~  lFT ~ ~ I 

~r ~ ~ f<l> ¢iT ~~ if it ;;rqr.r 
~~ ~ ~ ~ ~ ~ qR ~ ~ ... 

MR. SPEAKER: No please. Sit 
down. Mr. Fernandes, fhat is not the 
practice here. I will not allow it. 

~  ""' ~ r  m<r ~ i ~i  

flf'R: eft '!,!f¥t I ~ it'U -rIOT it '!ilt 
~ it~ ~i ~  

MR. SPEAKER: This is not the 

practice. 

SHRI GEORGE FERNANDES: I am 
not asking any question. The Prime 
Minister's Secretariat Is involved in it. Mr. 
Haksar is involved in it. I have lot t ~ 

documtnts witb me. 

MR. SPEAKER: I am not going 10 
allow Ibis on r~or  If YOIl go on pcniSling 
Ijll:e this. There is a regular procedure, 
some other procedure, to raise luch thin.s. 

SHRI GEORGE FBRNANDES: YOIl 

must allow me to lay thia information on the 

Table of the House. (Interruption) 

DR. RAM SUBHAG SINGH (Bunr): 
He may be allowed to lay his information 
OD the Table. 
-it ~ .. 'mf ~  ~ ~~  

~ 'lft 1fi1r m ~ i i~~~~ 

~ ~~~~~~ 

~ I ~ 11FT oro'IT , flf> ~ ~ rn 
r~ I ~ tr t ~ ~ ~  
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IRMtl 
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1q1 ~ ~  ~er ~tr  

mq- irt't ~ <mf ~  .flf;;r/t I ~ it 

o t~~~~ I 

MR. SPEAKER: J cannot agree to 
iI. Mr. Fernandes, the proper procedure 
is you should write to me under direction 

No. 115. J will allow it then, but not in 
this manner. (Interruptions) 

..... 1 amt ~  : ~ it o.ft ~ 
~ ~ ~ I ~ ~ it lJ"it mit ;;rJOf-
'!'iTft ~ ~ ~ 'f>1 ;;rJOf ~ ~ <tt ~  

;;fttft it mf'" ~ <tt ~ I 

1q1 q-.:i ft:rsrQ-: ~ ~ it; m 
;;rf.r ~ ~ ~ it ~ r rr &ft I 

SHRIGEORGEFERNANDES: I am 
producing the documents. (Interruptions) 

SHRI SEZHlY AN: Sir, as per the 
statement given and the information rev.:aled 
so far, the total amount of the bills stated 
to have been involved in the fraud is 
Rs. 2.57 crores. This Is the position now. 
So many olher bills and claims may come 
later and Ihe am"unl involved may go lop. 
Here the perlinent quesllon arises whether 
there is any defect in tho procedure of tho 
banking system in the Central Bank of India, 
London, with so many loopholes whIch 
allow frauds to be committed and rema;n 
n et~cte  Because the Government has 
nationalised the banks, unless Ihese loop-
holes arc pluned, more and more frauds 
may hi: committed. 

The statemoDt made by the hon. MinIster 
i, incomplete in many re ect~  He says: 

"Later in March 1970, the General 
Mnnogtr of the bank was sent to London 
to look Into some of the irregularitIes 
in o~ accounts of the London office." 

But he does not say on what date he was 
sent. For the information of the HOUle. I 
can read  from the press statement alven by 
the General Manager himself In London, 
which i e~ the exact date also I am readIng 

from th' report of the H indultan TlmtJ 
Correspondent, Load"n : 

"The beadquarters of tbe bank in 
Bombay have IC.tIt Mr, D. V. Tl\IICja. 

01 Central Bank 01 India (CA) 
ManalCr of the Head Office. laqt Monday 
to London to investigate. He met 
Indlin correspondents here today fo 
gIve racts so far known without of course 
~ in  any allegations against the many 
persons who are in the picture. On 
March 9 this year he wa. Informed"-
I.!. Mr. Patel was informed-uof the 
posting by the General Manager who 
had come from Bombay." 

That means, Mr. Patel, Manager at 
London Branch of the Bank was posted to 
Bombay on 9th March. But the Minister's 
statement Is silent on that date. In the 
statement of the Minister. It Is no! said on 
which date Mr. Patel rosigned. The press 
ststement further MYS : 

"He declined to go and tendered hla 
resignation on the same day"-I.e. on 
9th March ._" He cont inued to work till 
the end of the month and IIflerwBrds 
was granted one month's leave." 

So, il is clear that Mr. Patel submitted his 

resignation on 9th March. He declined to 
gil to Bombay but he continued 10 work till 
the end of the month and he was liven one 
month's leave also. 

I want to know from the MinIster under 
what circumstances when some frauds have 
been committed. the fradulent person hu 
been spotterl and when ho tendered his 
resignation. instead of putting him under sUI-
pdt1sion >lnd takIng legal action, he was allow-
ed to continue to work In Ihe same branch. 
Even though as per Ihe statement of tho 
Minister "he submitted hi' resignation and wu 
relieved of his du'Y on the 26th March 1970," 
according to press reports on tbe 9th March 
itself he had been asked  to give bis ellplana-
tlon. I want to know why 18 days have 
been allowed to lapse borore the fraudulent 
person was relieved of hIs duties. Becaulle, 
26tb March is a crucial date. Accordln. 
to the statement "The photostats of tbo 
original letters of lIuarantee bear tho date 
26th March, IY69. It appears that these 
were re.lssued on tbe 26tb March 1970." 
That Is the exact date 00 wblch be 911 .. 

relieved. That means he haa Bgaln l!IIIlIed 
guarantee letters to the banks in Hambor •• 
Therefore, why thIs man who bad lubmltted 
his rosilnatlon on 9th March was not 
relieved or his duties and why actIon was 
not taken agalDst him. 

Secondly, the ltatement alves a very sad 
readJal because It endl wltb I cryppic 
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announcement "his prescnt whereabonts are 
not known ," Probably this is another case 
of Dharam Teja. The facts have not been 
brougbt out clearly in the statement. 
A.ccording to the press reports : 

"The Central Bank atso i~co ere  

on contacting the SC'ltlanrl Yard that 
Patel had changed i~ citizenship nine 
years ago and was now a British 
citizen." 

A bank which is functioning does not even 
know the citizenship of its own employees. 
An employee has' changed his citizenship 
nine years ago and this is not known to the 
bank. T,' Scotiancl Yard had to inform the 
Central Bank of hi, c;!izenshir, So, even 
rudimentary facts like the citizenship of its 
own employ.es are not known to the bank. 
1 do not know under what international law 
they are going to extradite him. 

Lastly, It has been menti0ncd in the 
stateme! : 

"In these circumstances, the ba:lk is 
of the view tha t it is not directly respon-
sible for any irregular transaction," 

But in the statement to the press correspon-
dents in London by the Manager of the 
Central Bank of Jndia, Bombay, it has been 
made very clear : 

"To safeguard the Integrity of Indian 
banks. it has announced that it will 
honour all bills which are validate. what-
ever the amount involved" 

Therefore, I want a clear statement from the 
lovemment whether they are going to honour 
tbe bills which might have been issued 
Cradulently by an employee while in employ-
ment, whether they 8re going to accel"l these 
things because they have been @uaranteed by 
the bank though fraud ~ been committed 
by an employee. 

I have raised four poinh. Firstly, I want 
to know wbether  the defects in the procedure 
would be rectified. Secondly, even tbouSh 
!be Manaaer of the London Branch had 
submitted his re!illnation on the <:th March. 
why be wa, DOl immediately relieved 
why action was 1101 taken against him and 
why he was relieved on lyon the 26th 
March ? Thirdly, how is it that the 
bank was not aware of the citizenship of 
Its own employee? Fourthly, may I know 

"bother the bank and thc g(lvernmenl are 

golnl to accept tbe responsibility Cor the 
guarantee given by an employee of tbe ballk? 

SHRI P. C. SETHI: Tae entire mattcr 
is at a verl' delicate ltage of investlption. 
During the course of this investilstioD, wheD 
the Scotland Yard aDd the coDcerned officials 
and the Embsssy people are investigating 
into the matter, to make sensation In the 
House some of the hon. Memben who arc 
not even connected with tbe Call1DS Atten-
tion are just (fn/uruptlon<J Let it come, 
J am nol afraid, Some people are iD the 
habit of creating sensation .. (fnterruptlon,l 

SHRI RANGA (Srikakulaml: Sir, is 
he justified in making these all-gatioDs ? Let 

him be relevant here .. , (Interruption I). 

lilT "! r~ : ~ r ~ ~ <=itt]" 

~~ ? 

lilT Sf 0 ,,*0 ~  AA ~ ~ ~  

~  lIiW ~ I 

lilT "'"' ~~ : ;;n<=ft" ~ " 
q,'t efT ~ q,'t qr;r ~ ~ rn gf ~  

~  (IT lfll: 'limr 'fll:T ~ ~i i i  ~ it 
~~r miif ~ o ~ 'fiPf fifillT ~ ~ 

00 m'foli't 3ftfiIRT 'f>T iffilIT ~ I m 
~ it ~ i i ~ ~~ 

~ ~~ it ~ ~ 'I>'T 'Woi ~ 1ft 'l;fn: 

;;rr;;rT iJi11fiif '" ~ 3IT'f ~ i i~ ~ ? 
~ ~~ n W ~ omr ifi'( I ... 
(Interruption, 

SHRI P. C SETHI: Sir, as far as thia 
matter is concerned it is B well-known faet 
tbat the Central Bank of India alona with 13 
other banks was nationalised after the enact-' 
ment last year. Prior to that It was • 
pdvate bank and Mr, Patel went there not 
only t(day but about 14 years 810 to work 
in that bank aDd he wat workinl in various 
caro::ities aDd became the bank Manaaer 
in : 966 and not now. As soon as 
Info''''ationwBS received by the Central 
Bank officers at Bombay tbat certain 
irrcgllb,,; r ie& er~ committed, they sent an 

audit r""'y and Immediately ~ the audit 
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party was sent·-I have said in tbe statement; 
lOme Members have said I have not liven 
the date-I have said ODe G(neral Manager 
was sent from here in March. So, I bave 
liven the month. I do DOt have tbe date. 
That officer "eDt in Marcb. After 1I0inll 
Ihere he asked Mr. Patel that he is beinll 
traDsferred to Bomba). Mr Patel on that 
ground said. "No". He is not prepared to I" 
and submitted his resignation. It is true he 
submitted his resignation on 9th and his 
reslanation was ultimately accepted on 26' h 
and he was asked to hand over charge to 
r~ KhaliCa. This is all a mattel of inquiry 
wh,ch the Reserve Bank is conducting and 
the Central Bank i. conducting. We have 
asked the Scotland Yard to conduct this 
inquiry. 

Tben, Sir, with regard to this delicate 
matter of legal position whether the bank is 
responsible for lhe document. signod by Mr. 
Patel, as C.r as this r n e~ g,ven by the 
bank is concerned the guarantee of the 
exchange bills is siven on a 'lipulaled or 
specified Corm. This guarantee is only a 
gUarantee given by Mr. Patel. Whether Ihis 
is abo fraudUlent or not because some of the 
parties who are c.:>ncerned with the exchange 
bills have .:Ienied, they have said that the 
signatures are forged. They have denIed 
havin8 received the money. MI. Hanna's 
signature is also said 10 be Corsed because 
there is no person of thai signature IIIhich is 
produced there It is some other Hanna 
who is only a junIOr clerk ar,d no! an 
accountant. This is all 8 matter of inquiry 
\1\ hether thIs i! ~ position or not. We are 
also in touch with our legal consultants on 
the ba .. s of this signature and leltels 01 
lIuarantee 8iven by Mr. Patel of which there 
is no entry as Car 811 Ihe accounts books of 
the bank are concerned. T here is no entlY 
of any such oc ent~ in the accounts books 
of the bank TheD this auarantee is not 
8iven on the regular form which Is the normal 
practice as far as tho guarantee is to be given 
with reprd to excbange hills. It is oDly a 
simple letter signed by Mr. Patel. Therefore, 
all Ihis Is a legal matter which will have to 
be inquired into and the Icpl rc on~i i i  

would fall accordiD8 to the le8al positi"n of 
the bank. This is a different matter. The 
bank's position is that this i. all a foclled case 
aud, therefore. the bank is not responsible. 
However. Ihls il a matter which will ~ to 

be decided by the law courts when this 

Branch 0/ Central Bank 0/ India (C.f) 
party files Ihe suit as they have Ihreatened to 
lue the bunk when this comrs up. 

As far as the question of tbe British 
passport of Mr. Patel is concerned he qot. 
the British pas'port iD 1960·61 which was 
much earlier and not of recent limes. 

SHRI JYOTIRMOY BASU (Diamond 
Harbour): Thi, fraud of Rs. 22 million In 
foreign fxchange only re re~ent  a fractioD 
of the mischief. Today, the £ sterling which 
should sell at Rs. 18 Is being freely sold in 
tbe market at Rs. 32. 

SHRI PIlOO MODY (Godhra) : Rs. 35. 

SHRI JYOTIRMOY BASU: Rs. 35. 
Shri Plloo Mody is rlqht. The dollar has 
been sold at a value two aDd a half limes its 
normal exchan8c value. If you read yesler. 
day's t ~ n  article, Wind/ad 0/ £ and S 
In ~c  ~  you will find Ihat it is a 
very seriou; matter. I do wish Ihe Govern-
ment to rake a ,,:rious nole of the wh»le 
thing. i~ is how the country's entire 
wealt h is being drained oul. This is another 
method, other than overinvoicln8 and under· 
invoicing that they have heeD doio8. 

One of the Involved persons, t ~ former 
Manaill of the Central Baok, London, Shri 
Patel. is, we understa .d Crom a very reliable 
source, a confidant of a Dlreclor of Crntral 
Bank of India wilen it was iD the private 
~ctor  as also another person ~o is a very 
importanl rna" in the Bankers' AS!l(Jciation. 
We have seen his name many times in the 
Supreme Court casco 

When Shri Palel wa, transferred, as the 
Minhter has said, he resi8ned on the 91h. 
M.lfch and preferred to stay in London with 
his Italian wife. He was !ivins very lu,uriou,ly 
in London. God knows how he 80t the 
money to live so luxuriously in London. ~ 

decIded to stay b London becau!IC that was 
more lucrative to him. 

On the other side, this mushroom German 
bank, Behrens & IOnl, which came into 

existence ." October t969, IralUllcted in bills 
of exchan8e dated Mareh 19(,9, and Althoush 
it had a tolal paid·up capital of DM 1.5 
million, it bousht bills of exchalilc worth 
OM IO.S ",lilian 

Governmenl .hould aho know that Shrl 
Patel, the "'.I 'ager of the Cenlral BJnk ,)( 
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India, Lond0D. had transacted between tho 
months of March and June 1968, an illegal 
transaction involvlnll £ 49,000 under tele-
phonic instructions from Calcutta from some 
private sector Centeral  Bank Director to 
clear tbe debt of 8 b, numdQ, of Shri Hari!!a! 
Mundra in London, a man called Sukhdev 
Var mao The telephone was put throug'll from 
a Calcutta office of Shri Mundr8 after 
receiving the black market value of sterling 
that was paid in London. Shri Muncira ill 
now busy taking over British concerns and 
~ e cornerin  He is taking out enorri'roos 
amount of IndiaD rupees "/0 these sor ts of 

methods. 

This is, undoubtedly, a cODspiracy 
between the drawer, the drawee and the 
forger. Why is it thai the statement says: 

"The bank has. therefore, surmised 
that the ten bills of exchange Dnd the 
guarantee letter are forged documenU. "1 

Why is it that after a lapse of more than a 
month the Government is using the word 
"surmise"? Why is it lhat they have not 
vigoJOusly inquired into the matler ~  come 
to a definite conclusion 1 

There is definitely Q serious charRe of 
cOlfuption. There Dre corrupt people in it. 
There is a gang org"nisc.J of corrupt people 
in order to take out the entile wealth of the 
country. Eith" the who!e thing i~ wholly 
forgery or it is outside the authority th,t the 
bank manager enjoys. Will the han Minister, 
there tore, 8 <sure the House that on the due 
date the drawer will not be paid the money 
and he will repudiate your guarantee 7 

Before I sit down I would like to inrorm 
that of the t ~ persolls I mentioned one is 
Shri Bhubha, the former Commerce Minister. 
and the other h Shri R. C. Cooper of 
Bombay. 

MR. SPBAKER: You are mentioning 
n8mes of aentl.men .. ho are not flresent 
here. 

SHRI P. C. SETHI: I fully agtee witll 
the h!'n Mtmber thai the molter i. very 
serlou, and .hould deserve our very serious 
nr lention A, I have said, it is at a sta!!e or 
del'catc inql'lTies and we arc cerlaln'y at it. 
lt appears that on certein point! the hOIl. 
Member seems to have more Inrormation 
than I have with mo. I wouid certainl), take 

advIIDti. of tbe iDformatloD puaejJ on by 
him. 

SMRI JYOTIRMOY BASU: This is 
oaly a fractioD nC the whole mischief. 

SMRI P. C. SETHI: I shall be fllfther 
thankful if you live the whole information. 

MR. SPEAKER: I think, you better 
send him to UK. for al\ that. 

SHRI ~ K. P. SALVE (Setul) Via 
Moscow, of course. 

SHRI P. C. SETHI: I can only assure 
h!'n. Members that full Inquiries will be 
made. we would take the best possible legal 
advice and would certain act up to the legai 
advice. 

~ n  <'mT ~ (mm ~  : 
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~~~Ci oi t ~~~t ~ ~ 

l'flIT t f"" ~ t  ~~~ >me itt!<: ~  

fiMin:, ~ il:m if ~  Ofnr I ~  il:m aT 
~ ~ i ~~~~~ r r ~ ~ 

~ on  W t I 

~ ~ iii crrT it JSft ~ ~ ~ 

~i ~ i ~o ~ tft 18.3.70 
'fi) f;;mq • W: f'fi"lfr 'fI f"" ~ 

i ~~~~ t~ ~ Q;lIi 

~  ~i  SNT'f ~ i  ~ qq-Ift 
~r it 'fi"lc ~ 'fI I ft ~ q'nf'f ~ 

~ ~ :it r~r ~ Iff ~ ~ ,  : 

"I am reprodueiq here b=low extract. 
from a. letter I have received from a 

frlClld fa o ~  
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"1 bave beeD actiDg B8 a CODiullaDI 10 

a few small IndiaD buBin.SIIDeII iD 
London and. in tbi. coDnectlon. I have 
come across come very sinister activities 

of the Centml Bank of India. I have 
already writteD about this to Mr. Hak5ar, 
Mr. Kamatb and Mr. Mas8Di. I wrile 
tbis to you in tbe hope tbat you would 
also usc your IDfturmcc somehow to put 
the matters 1 ootliDe below nah!." 

What tbe CeDtral Bank MaDager docs 
Is, In Simple IsDgUBJe. 10 B88ist money-
leDden who are the CD!'!e of our people. 
He extends to them extra overdraft 
facilities al the expelJlC of small 
businessmen who are asked 10 cut tbeir 
overdraft to nil. r-;o businessman can 
work without certlliD overdraft facilities; 
but wben tbe small busiDellsman is alked 
to bring dowD bis overdraft to nil. tbe 
Bank MaDager recommends him one of 
the moneylenders to the businessman. 
This moneylender i. al,cady liven extra 
overdraft facilltiell by the same BaDk 
Manager. 

"Thereupon when the small bUliness-
man goes to the moneylender. he ~ e  

them a rate of interest sometime as hiah 
8S 42 per cenl per annum." 

~~o t~ orit  ~ 

illG ~ qroft it "1'f mom .n ~ 

~ f'rlirf ~ ~ t ~ ~ '31f"') 

6 ml" !fit 'I<'ft ~ flr.rT ~ I ~ 'lif 
~ ~ it iliic iIi'W ~ : 

"In my oriainai letter to )'OU 1 slated 
that I bad also writteD to Mr. Habar on 
this matler. Tbe moneylender in QuestioD 
Mr. Raman Sbab, bas rocclved a copy 
througb his private lOurcetl of my letter 
to Mr. Haksar. Fortunately for me the 
copy letter dose not .IBte either my name 
or address ; but I bave been toldtl¥t 
tbis moneylender is makina efforts 10 
find my name aDd addreu and it has 
been said that if he fiDds it, be 1s 80illll 
to use violent methods towuda mo (It 
havina written tbese letters coDcernina 

his affairs with tbe CcOlra' 8fU*." 
qor ~ ~ lI"Q t f", "11 ~ 

Jrt{Ff i~ "') ft'llifi 'ft, am: f;orm ~ 
~ it mii ~ ~ '!11' 1ft, ~ 

'{11of ~ ~ Ifil. ~ ~ ~ t ft 

0/ Central Banlc of India (Cd' 

(lr" ~ I ~ ~ .. i ~ it ~r  ~o 

fflo ~o i i~~~ rr  

~  .., """" : ~ ~  ~ ~r  

~ ~ m ~ ~~i it lfimI) I 

Ilit m """ ~  SflII'r.f ~ ~ 
f .. ~ lIT ~~n  m(Of iliT ~  ~ II>'t 

~ r~ ~ ifil ~~ mr qf. ~ ~  

~~~  

~~~~ i~ lfm iii 
ffiTll; ~ fCfi1IT 11) tlT;r fllitlT ~  ~ 

"') mo ~ t ~ mu r~ 

fllitlT, ~ flifffi'li ~~ if ;m fCfilIT ? 

~~r  ;fr.r ~ t fili 1RT'I';f ~~ if 
~ ~ flli ~ II1fR fllilIT ~  ~ 

arrfn-lift fm ~  ~ ~ rn '" 
ilffifT ~ nit IIfR ;or) arrq- iii ;;r;ror 

~ t ~ if • ~ furi ill!; ~ 
!flIT fwt ~  lIT qmrt ZIT qq;l rr ~ ~ 

IflfT fmt ~  ~ if ~~~ ,) 

ITlIT ~ ;f;t;T ifi1 I r ~c f"m if ~ it !flIT 

~ t ? ~ 'ITf-a f,q)t !IIR ~ 
Il;f:n: !fiT fmt fllOfit iii ~ If7.fT in ~ 

!fiUrT ~  ~  ~ ~ it ~ qr W ~ I 

II ~~ 'liT ~ ror ~i  iii ~ ~ t  

~it iii ~  'ifT:;f ~ ~ I it ;;n;r;:rr ~  

~ ~ IftlT iIlT'f ~o i1fo lIfrto it; am ~ t 

iiTt.i i i ~ ilif 1m lfTif ~it  ~~  

<miT i1rtf 'liT (for ~r~  qr unirrft I 

~ r <tT ~~ r 1Ifh" il!1i;ft 1fT ~ r 

~ ~ <:il:T ~ I WIlfJ.Cr t ~ ~ ·Cfi)f 

~~ ~ qt m;;tt iIRT m ,t 
~ iii) )il1fi"( ~ .. ) ~ ~ iflt ? 

~~ o ~ 11ft ~c r re  wft rr ~~ 

m 1IfGr:;;riff", ~ 'fiT ~i ~~~  

JI1JT ~  \'rT ~ ~ t f.lf, iJfllir ~~ ;r 
tr!", i'ifiIiT ~ ~ ~  I m ~ 1IfT'f 

.. r ~ ~t 1 ~~~~~ 
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[.-ft r~ ~ ~  

~ fqf,,\<1'ij ~ "fl1R ~ a? i!l'if 
~ r ~ ~ ~ ~ au !Tit ~ I ~ 
sr<m: 'liT ~ r ~  i~ full' ~ 

iflfT i~ ~ ~ ? ~ ~ it; flSmtfi ~ 

rom ar4T ijlfi !fliT ~  Itll ~ ? 

. SHRI P. C. SE11:I1 :  I could say with 
51111 greater emphasis how Mr. FelnBndcs is 
in the habil of creating sensation. The only 
fact that he has brought out here throush 
Mr. Kanwar Lal Gupta is that tbere is some 
letter written by some Party 10 Mr. Holksal Mr. 
Kamath and Mr. Masani. OJ! the basis of this 
letter Mr. Fernandos bas claimtd that be has 
wlltten a letter, He also says that there is 
n~t er letlcr of April 6 from thiS party 
saYlDg that his original lctter alsu was sent 
throusb Mr. Haksar. Herc instead of three 
personR only one namc remains. He has not 
mentioncd about the other two names. Thcn 
he imalinarily comes to the conclusion that 
the copy thnt this Icnt\eman has received h.s 
came only from Mr. Haksar and not from 
any other rc~ in which the two other 
names are mentioned. That IS why J say 
that this is jumping at conclusions which are 
~rc  polttically moltvated and have nothins 
to do with the substance of tbe case. 
(lnl<"uprlom; Mr. Haksar comes because 
of the Prime Mmister. 

~ ~ \'IT<'r T!'I': 'fiQl' « flr<'ft', 
~ ~ rr  i ~ \ ~~ ~ ~ ~ flfi <t« 
~  <i'i5: ~  ~~ om It ~  ~ C  

~ \ fifoij' 'liT ~  'flIT, ~ 

~~i i tit ~~~  

SHRI P. C. SETHI : This is another 
thing to ask for an inquiry as to how this 
party got the copy, But to jump at a 
conclusion that it was only Mr. Haksar who 
Itas done so, this is what I 11m tryinl to 
point out that tncre is ample political moti-
vatIon. Politics apart, I can only usure the 
hon Members ..• 

SHRI KANWAR LAL GUYfA : What 
about inquiry? 

SHlU P. C, SETHI; 8bri Kaawar Lal 

Gupta has mentioned that this case haa 
happened because of nationalisation. 

SHRI KANWAR LAL GUPTA: No. 
no. 

SHRI P. C. SETHI: That is the way 01 
putting it. I would only point out that not 
only Ihis CIIBe but whatever information we 
have or wbercver we re.eive complaints, they 
ale thoroughly invcstigated and inquired 
into. As far as this case also is concerned, we 
have handed over this matter to the Scotland 
Yard Bnd we Bre also in touch with our 
lesal consultants Bnd the High Commissioner 
to also in ~ picture both in London and in 
West GermBny and I can only live this 
ll8SurJnce that we would do all the best that 
we could to complete the inquiry and bling 
the culplirs to the necessary prvccss of law. 

Ill) C ~ <'fTt'l' ~ : ~ii  ~ 'fii5:T ~ f'fi 
t~ lTlfT r~ ~  ~i ~ m It ~rcr 

~ r i ~ I f'fiij' 'fir a<:tIi ~ ~  

~  ~  liU ~ t ~ f<'fif ~  ~ ? 

SHRI P. C SETHI : So far BS the Audit 
Report and the report of the Central Bank is 
concerned. we have not seen thc Audit 
Report ourselves; it is with thc Central Bank 
and they are making enquiries about it. 
Unless I 10 in to it I cannot say 

SHRI KANWAR LAL GUYfA 
may lay it on the Table of the House. 

You 

SHRI P. C. SETHI: How can I lay it 
on the Table of the House ? 

'" m \'m'f ~ : ~e n:m iti am: 
It ~ <JT, ~  it; m iT ~ 'IT I 
~t r ~ iIlT il'ffTllT ~ I ~ IfIlT ~ 
~ r ~i i  3fT'!' rn 1fT if(\' rn? 

fm lfiT '¥I'r <mil' iIll arrlfT t I ~ ~ 

~~  

1ft "! ~ : (T1RI\ i ~ ~ 
~ t I 1tl'fIIi) ~~ smt t ~ . n;r "liT 

~ IRfi'? 
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SHRI RANOA: I \\-ould like you to up; and Ihis is a Nationalised Bank. They 
apply your mind to Ihele IWO poims. When want 10 hide their own sins. It is a wry 

luch a serious matter bas been brouallt to serious matter. 
lIa1lt is ;1 not Iheir duty to 10 throulh the 
Audit Report? 

SHRI J. M. BISWAS (Bankura): ··rUle 
(Interruption) 

Mr. SPEAKER: May I request you to 
resume your seal? This is not a matter to be 
viewed on party lincs. We are all wncerned 
wilb it. There .s no question of your party 
Iinc. 

SHRI J. M. BISWAS : Are you allowin, 
everybody to put a question, Sir? 

SHRI RANGA : He simply says that he 
has not seen it. WIll he ~n  for it. see it, 
and then as Ihe hon Member said, will be 
place it on t ~ Table of tbe Jiouse? He 
should see the report made by the en~r  

Manager or whoever had aone to London, 
sludy the whole thing and then lell us. If 
he had Dot secn it he should see it. and then 
place it on ~ Table of the Houso. IObtcad 
of that. i; it open to him to say that he bas 
nol seen .1 and therefore he dhmis6cs this 
demand? . 

'tT ~  ~  ; ~i  fuitt ~~ q'GOf 

~~ n~  

... , n~ "'"" ~c r  ole<: ~~ ;r.rr 

~  I w<tft ~ r t iflif ;r@ If>"<:ffl ~ ? 
~  ~~~  ~~ i i ~ ~ 'I'>T ~ 

t I if <ro ml'l'T ~ r ~ I 

MR. SPEAKER: He has aheady replied 
to thaI point, about tbe Audit Report. 

SHR) KANWAR LAL GUPTA: About 
tbe General Manaler's Report ? 

SHRI P. C. SETHI: About tbe Audit 
Report, I have said, ) have nol seen it. It 
Is not customary to place tbe Audit Report 
on the Table of the House. 

SHRI KANWAR LAL GUPTA: Wby 
not cuatomary? Now It is a nationalised 
blnt. Mr. Speaker, Sir, you ,baald protect 
us. Wby abould he IBY, it Is DOt custo-
mary ? Thil is the lint time thl' Is -ma 

MR. SPEAKER: Tbere is a limit to it. 
On thiY point. whethcr it is customary to lay 
thc Audit Reporl or nol, J will ollamine this 
issue. Mr. Supakar. 

SHRI SRADHAKAR SUPAKAR 
~ r  : The Statement wbich was read 
out by Ihe hon Ministcc ..... . 

SHRf MORARJ) DESAI (Surat) : Thero 
is no question of not ein~ customary. This 
is the first lim" il has become a Nationalised 
Bank. Therefore there can be no precedents 
in this matter. 1 think there should be no 
obje,tion to placing the Report on the Table 
of the House. 

SHRI SRADHAKAR SUPAKAR : 
Tbe stalemen t which was read oul by 
the hon. Minister in reply to tbo Call 
Attelilion MUlion logether with some 
of the reports whieh apptared In 
papers like Hilldu;ta" 7'imes quotations 
from which were made by my frIend Mr. 
Sczhiyao go to show tbat there is 80metblnl 
very serious in this matter which we. 
neBiee/ed criwilJuLy by the Government. 

From para 2 of this statement It would 
appear that Ihis irregularity in the Central 
Bank. of India was known by the Gova-n • 
men' in th. month of September, 1969. 
But, tbey dId /lot take appropriate action 
in this mailer till very late. It is ltated 
that a Special Officer was deputed to 
London on 23rd September, lY69. Tllat • 
should havo put the Government on tbe 
alert right from that dale. But, probably. 
they did not take any action till tbll 
question of the transfer of this Olllcer, 
Shrl Patel. came up in March 1970. It il 
strangt to find that though Shri Patel wei 
transferred from London to Bombay In tbe 
first week of March, 1970 and he refilled 
to come to Bombay. still, be was permitted 
to cootinue in bis office till tho 76th March. 
1970 when he submitted his reaisnatlon. It 
is stated ,tbat he was relieved of hi. duty 
on the 26th March, 1970 by tbe Govern-
ment Tbouah irfCllularity was committed 
by thi. Officer, Shri Patel, be wu alIowad 
to CODtinue till 26tb March. 1970. It 
appeaR that molt of tbII miII:hIcf w. tale 
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rShri Sradhakar Supakar] 

between March 9th and 261h 1970, J am 
quoting I'rom the 188t line of para :l. 

"It appears that theso Ihe bank 
lIuarantees .... ele re-issued on the 26th 
Marcb, 1970," 

I want the Minister specifically to aDawei' 
these points, 

Firstly why no action was taken when 
these serit,us ine,ularities were found oul 
011 the 23ru September, 1969 and the 
Government was put on the alert by the 
Special Audit. e~on  I want to know 
Irom hinl as to wby Shri Patet was permitted 
to handle Ihese bank IIffairs betv.een ,tb 
March, 1970 and 20th March, 1970. My 
third questions about the bank gUlLlantee. 
I want 10 l.now specifically from Ihe 
Minister as to v.htlhtr it is not lUstom"ry 
before the nationalisalion of Ihe Central 
IllUlk in Iheir London Branch, for the high 
officel'S, like tbe managers, 10 issue these 
lIUBlantees. How for v.ere the customers 
of the bank aware of th. fact that on plain 
paper IIWlrantees could be issued by any 
ofliCCi like Shri Plltel or Shri Hanna ? 
These are the quelOtions that I want to ask 
,he Hon. Minister. 

SHRI p, C. SETHI: As far as tbe 
qUCltion of Government not taking any 
action from 9tb September, 196" is con-
cerned, 1 would Ioke to poin t out tbat tbis 
qUOJtinn of knowinll about any irrellU-
larities with regard to tbe branch of the 
Central Bank in Loudon this i. what I 
bave .Id with reference 10 the head olllcc 
of Ihe ellntra] Bauk arooe only wheo tbe 
bead office camc to know abOut tbe 
irrqularitles. The bead office e ~ Ihe 
audit party in September, 1969, ThereCwe 
the question of II<IVCRllDeDt's c;ollliaa iIwD 
the picture or its uot ta.killll any actioll doiN 
not arise. 

As far as the quest;on nf bank's super-
vision Is concerned, it is c:ertainly true tbat 
pr-ior to nationaliaation, as far as tbe 
particular branch Is concerned, I should 
ako IIkc to educate myself on these poInt •• 
whctb cf tbere wa. a proper in tCl'll11 audit 
or whether there was proper supervision and 
illlpectlon or not. This II a poblt ~ ic  

will have,' to be examined with a view to 
ftodina out whether tbere waa a proper 
iIIttmaJ audit IIId auperviIion of' tbeu 

foreign branches of the banks. As to 
ct~r prior to nationalisatlon this was 

done by the various head offiCCII of these 
banks, J shall have to make inquiries. and 
we sl-all certainly have to look into this 
matlel' and streamline tbe whole position. 

Tberefore, tbere is no delay on tbe part 
of Government. As soon ~ tbe head office 
of the bank came to know about these 
Ihillls, they bad IICnt an audit parly. 

SHRI RANGA: There was a delay 
of 20 days in accepting the resignation. 

SHRI P C. SETHI: As far as the 
issue of these letters is concerned, Shri 
Sravbakar Supakar bad asked wbether it 
was customary or not to issue such letters 
to the parties from the side of the hanks 
I may submit that the system of eXChaDl!e 
bills is a very well known practice and it 
is B very rmportar.t document where a bank 
guarantee is taken. Therefore, there i~ a 
specific form HS far as bank guarantee is 
c:vncerned .. , 

SHRI SRADHAKAR SUPAKAR: 
Bank guarantte or letters ? 

SHRI P. C. SI:THI: As I have said, 
there is a rcgular form for it, and, thorefore 
it is not issued in the torm of letters. 
Whether the officer concerned bad the 
authority to issue tholie I!UarBillfts and 
whether he could do so in tt.e form of 
letters, whether t o~e letters are authenticated 
or forget etc. are all mailer. li:Ir inquiry, 
and a very delicate legal matter bas cropped 
up. So, I wou Id Dot enter into tbilt and 
say that this should be dOlle 01' no'. I 
would only like to assure the House that 
we take all possible steps to see tl'ttt pr.oper 
investi.atioDs arc carried out. With rc,gard 
to the internal audit wbich the Central 
Bank's offico bllll condUl:tcd, we w,uuld ask 
tbe Reserve Bank to ,0 into the ll.lldit 
repor l allboQgb it is an internal audit report, 
and "e would ask the Rcscne Bank .to 
apprise us of the facts. and "'hen the faCls 
arc knowD, I would c;ome to the ~ to 
apprise it about tbis matter. 

AN HON. MEMBER: Whet about 
thae 1et1en ? 


