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in answer to para (c) and (d) of the Question
No. 3911 on :4-3-70 below K. R. Steel
Union Pvt. Ltd.. West Bengal allocation of
export quota to M(s. K. R. Stee! Union
Pvt.,, West Bengal had been indicated as
*+2,000 tonnes per month from February, 69
to July, 69, including 1,250 tonnes for wire
rods.” I would like t« point out that it
should read as “2,000 tonnes per month
from February, 69 to July, 69 including 1,250
tonnes of heavier billets (125 mm) ™"

CALLING ATTENTION TO MATTER
OF URGENT PUBLIC
IMPORTANCE

Reported Misappropriation of Money
at the London Branchb of the
Central Bank of India

SHRI SEZHIYAN (Kumbakonam): |
call the attection of the Minister of Finance
to the following matiter of wrgent public
importance and request that he may make
a statement thereon ;

“Reported misappropriation of more
than £1.2 million at the London Branch
of the Central Bank of Indin and the
action taken by the Government in this
regard.”

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHR1 P.C.
SETHI) : Sir, the following particulars have
been asceirtained 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 the Central Bank of India the bank
arranged for a special audit of the London
Branch by deputing a special officer to
London on 23rd September, 1969. Later in
March 1970, the General Manasger of the
bank was sent to London to look into some
of the irregularities in some accounts of the
London office, The General Manager
relieved the London Manager, Shn Sami J.
Patel of his duties which were handed owver
to another officer Shri Khalifa. On 15th
April, 1970, the London Office of Central
Bank of India received a telex message from
the Sloman Bank, Hamburg requesting
confirmation from the baok regardiog an
irrevocable guarptec covering ten bills of
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exchange for a totil sum of D.M. 2,000,000
supposed to have been drawn by Mcntex
Limited, London on C. Ramon & Co. Ltd.,
London. The London Oflice of the bank
contacted Mr. C. M., 3hah of Montex
Limiled who denicd having drawn those
bills. On 16th April, 1970, the London
Office of the bank sent a telex to Sloman
Bank denvirg having issued any such
guarantee and requesting them to despatch
to them photostat copies of documents and
bills refcrred to by them and also to exercise
caution. On the same day, the Sloman
Bank informei the London office of the
Central Bank of India that the ten bills of
exchange with the bank’s guarantee were
presented to them for discount by Mr, Mario
di Racca of Mis L. Behrens and Sohne,
Hamburg, private bankers. The letter of
guarantee bore the signature of Mr. S, J.
Patel as Manager and Mr. Hanna as the
Accountant, According to the Central
Rank of India. Mr. Hanna was s Junior
Clerk in the bank and was not authorised by
the bank to execule any documents on
behalf of the bank, Mor were any of these
guarantees registered in the books of the
bank. The bunk has, therefore, surmised
that the ten bills of cxchange and the
guarantec letter are forged documents, On
the 17th April, 1970 the Auditor of the Bank,
Mr, Mistry accompanied by Mr. Shah who
was supposed to have deawn all the ten bills
of exchange on behalf of Montex, called at
the office of the Sloman Baok, Hamburg,
where thev were shown photostat copies of
the Jetters signed by Mr. Patel confirming
that the acceptors of the bills main-
tained an external account with the London
Branch of the Central Bank of India, with
the permission of the Bank of England which,
however, according to the Central Bank of
India was not correct. Mr. Patel is pur-
ported to have writen a letter forwarding
specimen signatures of the officers of the
bank authorised to sign on its behaif. In
this list of signatures, Mr. Hanna's name
had not been included, but Mr. Patel is
purported to have written another letter
advising the foreign correspondents of the
bank, of the appointment of Mr. Hanna as
incharge of foreign business and is also
alleged to have auth d his signat

The photostats of the original letters of
guarantce bear the date 26th March, 1969,
It appeais ihat thete were 1e-issued on the

26th March, 1970.
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The Manager of the Sloman Bank,
accompanied by its legal Adviser, had a
discussion with Mr. Di Racca at the Office
of Messrs L. Behrens and Sohne, Hamburg
when an officer of the Central Baok of India
was also present. Mr. Di Racca was not
egreeable to return all the bills of exchange
aod the letters purported to have been
executed on behalf of the bank for cancella-
tion. When it was pointed out to Mr, Di
Racca by the officer of the bank that the
whole transaction would be nullified as all
these documents (both the bills of exchange
as well as the letler of guarantee) were
forged, Mr. Di Racca replied that he would
sue the bank on the due date of the bills,
{.e., 2:th Jupe, 1970.

The Central Bank of India has deputed
Shri D, V. Taneja, Manager (Personnel) at
its Central Office, to London on 11th May
1970, The Ministry of External Affairs
has requested ow High Commissioper in
London and Ambassador at Bonn, to render
the necessary assistance so Shri Taneja.

According to the Central Bank of India,
there is nothing cn the records of the bank
to show that these guarantees have been
issued. It is not the practice of the bank
to issue guarantee 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 these circumstances the bank is of the
view that it is pot directly responsible for
any irregular transaction. According to the
bank, some' interested parties are trying to
folst on the bank these transactions. The
bank’s rcpresentatives in London are in
touch with the Scotland Yard.

The irregular transactions involving bills
smounting to 2 million D.M. (about Rs. 41
lakhs) have so far come to the notice of the
Central Bank of India. The total amount
involved in the suspected fraud will be
known only when all such claims are present-
ed to the bank. M/s. Behsens and Sohne
however, claim to hold with them bills of
exchange amounting in all to 10.5 miHion
D.M. (about Rs. 216 lakhs).

Shri Sami J. Patel was the Manager of
the London Branch of the Central Bank of
India during the relevant period. He has
been in the London office for a long number
of years and has been the Manager of the
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London Branch since 1966, He submitfed
his resignation and was relieved of his duty
on the 26th March, 1970. The bank has
forfeited his provident fund and gratvity
amounting to Rs. 1,15000. His present
whereabouts are not known

st W% sReaw  (Fradsfaw) ¢
Weqy WRYEW, AU IR FT A |
saer ag ¢ fF Wt Agigm 7 9 JEe

faur & 7 facge woa § AR Ay ...

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

st N EEARNW AW F O
fare &t gftmr 1 s & ami & A
ae 7 g ar dar Afm

MR. SPEAKER : This is not the

practice.

SHRI GEORGE FERNANDES: 1 am
not asking apy question. The Prime
Minister’s Secretariat is involved in it. Mr,
Haksar is involved in it. [ have got the
documents with me.

MR. SPEAKER : I am not going to
allow this on record if you go on persisting
like this. There is a regular procedure,
some other procedure, to raise such things.

SHRI GEORGE FERNANDES: You
must allow me to lay this information on the
Table of the House. (Interruprion)

DR, RAM SUBHAG SINGH (Buxar) :
He may be allowed to lay his information
on the Table.
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st Wl i wers wREa,
A9 XY uF am ga ey ogw #
oft graee graTeRE ¥ )

MR. SPEAKER : [ cannot agree to

of Central Bank of India (CA)
Manager of the Head Office, last Monday
to London to investigate, He met
Indidn correspondents here today to
give fdcts so far known without of course
making any allegations against the many
persons who are in ths picture. On
March 9 this year he was informed”—

it.  Mr. Fernandes, the proper pr
is you should write to me under direclion
No. I15. T will allow it then, but not in
this manner. (fnterruptions)

off o GTATRW ;T A Y T
F1 gra &1 for svesft & g ard sra-
FTE WS § 99 F I X AR F T
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sitw; famd: =@ a=maw &
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SHRI GEORGE FERNANDES: [ am
producing the documents. (/aterruptions)

SHRI SEZHIYAN : Sir, as per the
statement given and the information revealed
50 far, the total amount of the bills stated
to have been iovolved in the fraud is
Rs. 2,57 crores. This is the position now.
S0 many other bills and claims may come
later and the amuvunt involved may go wup.
Here the pertinent question arises whether
there is any defect in the procedure of the
banking system in the Central Bank of India,
London, with so many loopholes which
allow frauds to be committed and reéemain
undet:cted. Because the Goveroment has
nationalised the banks, upless ihese loop-
holes are plugged, more and more frauds
may be committed.

The statement made by the hon. Minister
is incomplete in many respects, He says :

“Later in March 1970, tht General
Manager of the bank was sent to London
to look into some of the irregularities
in some accounts of the London offics.”

But he does not say on what date he was
sent. For the information of the House, 1
can read from the press statement given by
the General Manager himself In London,

{.2. Mr. Patel was informed—"of 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 fs silent on that date. In the
statement of the Minister, it is not said on
which date Mr. Patel resigned. The press
statement further says :

“He declined to go and tendered his
resignation on the same day"—j.. on
9th March-—"He continued to work till
the end of the month and afterwards
was granted one month's leave.”

So, it is clear that Mr. Patel submitted his
resignation on 9th March. He declined to
go to Bombay but he cx d to work till
the end of the month and he was given one
month's leave also.

I want to know from the Minister under
what circumstances when some frauds have
been committed, the fradulent person has
been spotted and when he tendered his
resignation, instead of putting him under sus-
pdnsion and taking legal action, he was allow-
ed to contioue to work in the same branch.
Even though as per the statement of the
Minister *'he submitted his resignation and was
relieved of his duty on the 26th March 1970,”
according to press reports on the 9th March
itself he had been asked to give his explana-
tion. I want to know why 18 days have
been allowed to lapse before the fraudulent
person was relleved of his duties. Because,
26th March is a crucial date. According
to the statement “The photostats of the
original letters of guarantee bear the date
26th March, 1969. It appears that these
were re-issued on the 26th March 1970."
That Is the exact date on which he was
relieved. That means he has again issued
guarantee letters to the banks in Hamburg,
Therefore, why this man who had submitted
his resignation om 9th March was not

which gives the cxact date also. [ am readi
from the report of the Hindustan Times
Correspondent, Lond~n :
“The headquarters of the bank in
Bombay have sent Mr, D. V. Taneja,

relieved of his duties and why action was
not taken agalost him.

Secondly, the statement gives & very sad
readlog because it ends with a cryppic
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announcement “his present whereabouts are
not known'" Probably this is another case
of Dharam Teja. The facts have not been
brought out clearly in the statement.
According to the press reports :

“The Central Bank also discovered
on contacting the Sentland Yard that
Patel had changed his 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! ' Scotland Yard had to inform the
Central Bank of his citizenship. So, even
rudimentary facts like the citizenship of its
own employees are not known to the bank.
1 do not know under what international law
they are going to extradite him.

Lastly, it has been mentioned in the
stateme :t :

“In these circumstances, the bank is
of the view that 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 India, Bombay, it has been
made very clear :

“To safeguard the integrity of Indian
banks, it has annouoced that it will
honour all bills which are validate, what-
ever the amount involved

Therefore, I want a clear statement from the
governmeat whether they are going to honour
the bills which might have been issued
fradulently by an employee while in employ-
ment, whether they are goning to accept these
things because they have been gusranteed by
the bank though fraud has been committed
by an employee.

1 have raised four points. Firstly, I want
to know whether the defects in the procedure
would be rectified. Secondly, even though
the Manager of the London Branch had
submitted his resignation on the €th March,
why he was not immediately relieved
why action was not taken against him and
why he was relieved only on the 26th
March 7 Thirdly, how is it that the
bank was not aware of the citizenship of
its own employec 7 Fourthly, may I know
whother thc baok and fhe government are

of India \CA)

going to accept the responsibility for the
guaraniee given by an employee of the bank?

SHRI P. C. SETHI : The entire matter
is at a verv delicate stage of investigation.
Diring the cour<e of this investigation, when
the Scotland Yard and the concerned officials
and the Embassy people are investigating
into the matter, to make sensation in the
House some of the hon. Members who are
not even connected with the Calling Atten-
tion are just . (Jmerruptions) Let it come,
I am not afraid. Some people are in the
habit of creating sensation ..(Inrerruprions)

SHRI RANGA (Srikakulam): Sir, is
Ite justified in making these all-gations 7 Let
him be relevant here...(Interruption),

st wy formd @ o FTS gw oA
WE?

st wo Wo ¥ : AF wgk frw Ay
LR AR

st W GEAREW ¢ et Fwrer 9
F @) ATETT Y AT TF WG a1 ¥ g
gaTdr Y 98 wred 481 § AfFm g
qETr MG qF 4g FW fFar g W
Y aeATd SEATT Ay a=mr ¢ fow
giEwr & fowma # oamak fawms ¥
AITF AHEAT 7 I gy FY A 2 AR
aret FTIS ¥ fak W gA FE@ A !
G AW T WY HEIRT AT FE DL

(Inrerruptions

SHRI P. C SETHI : Sir, as far as this
matter is concerned it is a well-known fact
tbat the Central Bank of India along with 13 ,
other banks was netionalised after the enact-
ment last year. Prior to that {t was a
private bank and Mr. Patel went there not
only tcday but about 14 years ago to work
in that bank and he was working in various
carafities and becam® the bank Manager
in '966 and not now. As soon as
infosmationwas received by the Central
Bank officers at Bombay that certain
irreguin:i(jes were committed, they sent an
audit peny and immediately after the audit
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party was sent-—I have said in the statement;
some Members have said I have not given
the date—I have said one General Manager
was gsent from here in March. So, I have
given the month. I do not have the date,
That officer went in March. After going
there he asked Mr. Patel that he is being
transferred to Bombay. Mr Patel on that
ground said, *“No™. He is not prepared to go
and submitted his resignation. It is true he
submitted his resignation on Yth and his
resignation was ultimately accepted on 26'h
and he was asked to hand over charge to
Mr. Khalifa. This is all a mattef of inquiry
which the Reserve Bank is conducting and
the Central Bank is conducting. We have
asked the Scotlund Ysrd to conduct this
inguiry.

Then, Sir, with regard to this delicate
matter of legal position whether the bank is
responsible for the documents signed by Mr.
Patel, as far as this guarante= gwven by the
bank is concerned the guarantee of the
exchaoge bills is given on a stipulated or
specified form, This guarantee is only a
gudrantee given by Mr. Patel. Whether this
is also fraudulent or not because some of the
parties who are concerned with the exchange
bills have denied, they have said that the
signatures are forged. They have denied
having received the money. Mi. Haona's
signature is also said 1o be forged because
there is no person of that signature which is
produced there It is some other Hanna
who is only a jumor clerk and not an
accountant. This is all a matter of inquiry
whether this is the position or not. We are
also in touch with our legal consultants on
the basis of this signaiure and letteis ol
guarantee given by Mr. Patel of which there
is o entry as far as the accounts books of
the bank are concerned. There is no entiy
of any such documents in the accounts books
of the bank Then this guarantee is oot
given on the regular form which is the normal
practice as far as th2 guarantee is to be given
with regard to excbange bills. It is only a
simple letter signed by Mr. Patel. Therefore,
all this is a legal matter which will have to
be inquired into and the legal responsibility
would fall according to the legal position of
the bank. This is a different matter. The
bank’'s position is that this is all a forged case
and, therefore, the bank is not responsible,
However. this is a matter which will have to
be decided by the law courts when this
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party files the suit as they have threatened to
sue the bunk when this comes up,

As far as the question of the British
passport of Mr. Patel is concerned he got
the British passport in 1960-61 which was
much earlier and not of recent times.

SHRI JYOTIRMOY BASU (Diamond
Harbour) : This fraud of Rs. 22 million in
foreign exchange only represents a fraction
of the mischief. Today, the £ sterling which
should sell at Rs. 18 is being freelv sold in
the market at Rs. 32,

SHRI PILOO MODY (Godhra) : Rs, 35.

SHRI JYOTIRMOY BASU: Rs, 35,
Shri Piloo Mody is right, The dollar has
been sold at a value two and a half times its
normal exchange value.  If you read yester-
day's stateman's Article, Windfa.l of £ and §
in Buck Marker, you will find that it is a
very serious matter. I do wish the Govern-
ment to take a scrious note of the whole
thing. This is how the country's entire
wealth is being drained out. This is another
method, other than overinvoicing and under-
invoicing that they have been doing.

One of the Involved persons, the former
Managc: of the Central Bark, London, Shri
Patel. is, we understad from a very reliable
source, a confidant of a Director of Central
Bank of India when it was in thc private
s=ctor, as also another person who s a very
imporiant man in the Bankers’ Association.
We have sesn his pame many times in the
Supreme Court case.

When Shri Patel was transferred, as the
Minister has said, he resigned on the 9th,
Murch and preferred to stay in London with
his Italian wife, He was living very luxuriously
in London, God knows how he got the
money to live so luxuriously in London. He
decided to stay in London because that was
more lucrative to him.

On the other side, this mushroom German
bank, Behrens & sons, which came into
existence in October 1969, transacted in bills
of exchange dated March 1919, and although
it had a total paid-up capital of DM I.5
million, it bought bills of exchange worth
DM 10.5 million

Governmen! should also know that Shri
Patel, the M. :ager of the Central Bank of
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Indie, London, had transacted between the
months of March and June 1968, an illegal
transaction involving £ 49,000 under tele-
phonic instructions from Calcutta from some
private sector Centeral Bank Director to
clear the debt of & b, numdar of Shri Haridas
Mundra in London, a man called Sukhdev
Varma, The telephone was put through from
a Calcutta office of Shri Mundra after
receiving the black market value of stefling
that was paid in London. Shri Mundra is
now busy taking over British concerns and
rhare-cornering. He is taking out enormions
amount of Indian rupees ¥ia these sorts of
mcthods.

This s,
between the drawer,
forger.

undoubtedly, a conspiracy
‘the drawee and the

Why is it that the statement says :
“The benk has, therefore, surmised
that the ten bills of exchange and the
guarantee letter are forged documents.”?

Why is it that after a lapse of more than a
month the Government is using the word
“surmise™? Why is it that they have not
vigorously inquired into the matter and come
to a definite conclusion ?

There is definitely a serious charge of
corruption. There are corrupt people in it.
There is a gang organised of corrupt people
in order to take out the entire wealth of the
country. Either the whole thing is wholly
forgery or it is outsids the authority that the
bank manager enjoys. Will the hon Minister,
therefore, assure the House that on the due
date the drawer will not be paid the money
and he will repudiate your guarantee ?

Before 1 sit down I would like to inform
that of the two personis I mentioned one is
Shri Bhubha, the former Commerce Minister,
and the other is Shri R. C. Cooper of
Bombav.

MR. SPEAKER : You are mentioning

names of gentlemen who are not present
here,

SHRI P. C. SETHI : | fully agtée with
the hon Member that the matter is very
serious and should deserve our very serious
nitertion  As I have said, it is at & stage of
del'cate inquiries and we are certain'y at it.
1t appears that on certein points the hoh.
Member seems to have more Information
than I have with me. I would certainly take
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asdvantege of the isformation passed on by
him.

SHRI JYOTIRMOY BASU : This is
only a fraction of the whole mischief.

SHRI P. C, SETHI : I shall be further
thankful if you give the whole information.

MR. SPEAKER : I think,
send him to UK for all that.

you better

sHRlbl K. P. SALVE (Betul) : pia
Moscow, of course.

SHRI P. C, SETHI : 1 can only assure
hon, Members that full inquiries will be
made, we would take the best possible legal
advice and would certain act up to the legal
advice.

=t wax @@ g (e @) o
HEqE HENEE, ag Al g4T 2 FOT FT WE
¢ fegmar o dfen feeht § wa® e
WE & 1 & ag @Y w& Fgar v ag e
FOOF T g g A Az 2=
saafada & fF TaaT a7 wre idraEar
FH & a1g AT qEAT, G A qEwT
A gk art F dfadm anrar | w ave
FFORFagT ¥ PRI § W ow
mar ¢ fr sfan @ze sre B G
famiT, F4f @ 7 2 ww | wEY Y@r At
=4t & fr 35 & YT anfem 1 &9 qF
gIaT T @ )

W ¥E & qrt ¥ s I woed
weTa Aoft )Y o fazdt faeft o 18.3.70
w1 fog® IgA e foar @i fs o
%Y ug fazdy o & fireft & 1 o OF
Rz IR TOTT WA &) fasy syadr
gt # it Prar ar o & Aot s &
gu fazdt =Y Qver a1 q§ IJT WgAT ¢

] am reproducing here below extracts

froma letter I have received from a
friend in London.
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*I have been acting as a Consuitant to
a few small Indian businessmen in
London and, in this conpeclion, 1 have
come BCTOSS COme very sinister activities
of the Central Bank of India. I have
already written about this to Mr. Haksar,
Mr, Kamath and Mr, Masani. I write
this to you in the hope that you would
also use your influence somehow to put
the matters 1 outline below right.”

What the Central Bank Manager does
is, in simple language, to assist money-
lenders who are the curse of our people.
He extends to them extra overdraft
facilities at the expense of small
businessmen who are asked to cut their
overdraft to nil. No businessman can
work without certain overdraft facilities;
but when the small businessman is asked
to bring down his overdraft to nil. the
Bank Manager recommends him one of
the moneylenders to the businessman.
This moneylender is already given extra
overdraft facilities by the same Bank
Manager,

“Thercupon when the small business-
man goes to the moneylender, he charges
them & rate of interest sometime as high
as 42 per cent per annum,”

1 faedl s wiehiw A foely | 3@®
am fow et 3 ot evde w1 fAely
fagdt faet ot guat gedt fadt St
6 wiw &Y wet gf faelt § 1 wEwr off
Fg aEA A FE Fw@r§ -

“In my original letter to you I stated
that I bad also written to Mr. Haksar on
this matter. The moneylender in question
Mr. Raman Shab, has received a copy
through his private sources of my letter
to Mr. Haksar. Fortunately for me the
copy letter dose not state either my name
or address ; but I bave been told that
this moneylender is making efforts to
find my name and address and it has
been said that if he finds it, he is going
to use violeat methods towards me for
having written these letters concerning
his affairs with the Central Bank."

oW Y& AT 4% § fs ot fazdr
sar w4t #Y faeht 0, o faaw @
v ¥ @Y g qrg w1 @, ag R
WA TF T A, o dgw fere g, %

of Central Bank of India (CA)
fasr o | 7T W@ A F @R o
Hio wrfo & afd woramadt FTAst ?

ol vy fomd : ogw g B g@Em
gt ¥ Ia% q17 TATID FUNET )

W WA W™ g ¢ TUT JNT @Y
fadt av greas mga #t fast fozd &
J¥9 99 wfowe #1 %¥ faw 0§, @g A
TEAT FATH § |

O wATY Og & fr arox #AeT &
fawms 38 fear @Y ar 7 fear &), afsw
stefte v & fogiv ara Afvgdme
fear, a7% fawe g & ¥ fear ?

el 9w ag § f5 wmd @l ¥
Fgr & 5 Aww wifee femr war @
srfez #Y foi¥é wr §, 7g o a &
qgar fear iy WX @ A & oW
HA9< § a7 § FE agt Pt 9 w0
1 f@iE €1, a1 99wl 4T WA ATfRE WY
e fi 7 e ¥ AwAenaT @
T 41 &%) & | wifee Fuie ¥ e T
w1 § 7w mfee fuR g s
3T £ F¥e fasd & arg o1 SEad
I WG, qg AR HAG W @ &)
# et #t finfaaw dfadw & fag 6ic
fea & faq =t war ¢ 1 & saT wgar
& % ®ar @y e are wrEo & grayr WWAY
W FUT F AW AT 60 7 wiferdEr
arel & AT q@ FAF "y qraAr |

w727 A1 gfew ol wHA N gfaw
qERIETa FT G & | Ay g ggi F 9
difaae awa agt AR N aw @ @
g W FIwT SAEY wgt wiaw w7

EW A% MW weAld AY weAr wifgd
v g9 wafs @&t Fr Fgamedme @t
war , N qw A § x5 wAwr W T
72, IAFT (AW FogT Q) &% fag W
wai www IoF @ § 1 wvE sRwew wlTd
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[» w=T @@ 7]
Ftf fafode mefmd A a=rg 87 oW
oY qTH WI9g 4TI 4 AT T £ | W
FERH g 7 g, Tad fa¥ awr
FTFTE § ? T & faars wow
fa enft av i A sY 27

SHRIP. C. SETHI : 1 could say with
still greater emphasis how Mr. Feinandes is
in the habit of creating sensation. The only
fact that he has brought out kere through
Mr. Kanwar Lal Gupta is thal tbere is some
letter written by some Party 1o Mr, Haksa: Mr.
Kamath and Mr. Masani. On the basis of this
letter Mr. Fernandes has claimed that he has
written a letter, He also says that there is
another letter of April 6 from this party
saying that his original letter also was sent
through Mr. Haksar. Here instead of three
persons only one name remains. He has not
mentioned about the other two names. Then
he imaginarily comes to the conclusion that
the copy that this gentleman has received has
come only from Mr, Haksar and not from
any other source in which the two other
names are mentioned. That 15 why 1 say
that this is juping at conclusions which are
purcly politically motivated and have nothing
1o do with the substance of the case.
(Unicrruprions; Mr. Haksar comes because
of the Prime Mmister.

st waT W qev gt & (e,
AT FOET | AT qg wEr g 5 Sy
TAT 4 ALY, THEH A A WM TS
Fagd | fow & aww & W, W
e Faw & fag da g 7

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
has done so, thisis what I am trying to
point out that there is ample political moti-
vation. Politics apart, I can only assure the
hon Members...

SHRI KANWAR LAL GUPTA : What
about inguiry ?

SHRI P. C, SETHI; Shri Kanwar Lal

of India |CA)Y

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

SHRI KANWAR LAL GUPTA : No,
oo.

SHRI P, C, SETHI: That is the way ot
putting it. I would only point out that not
only this case but whatever information we
have or wherever we receive complaints, they
aie thoroughly investigated and inquired
into. As far as this case also is concerned, we
have handed over this matter to the Scotland
Yard and we are also in touch with our
legal consultants and the High Commissioner
is also in the picture both in London and in
West Germiany and I can only give this
assurance (hat we would do all the best that
we could to complete the inquiry and biing
the culprits to the necessary process of law.

=i} ®aT AW I dY ag FAr §
F¥ AT qg e, TWH AL H WU
T gy | few A e & W,
EHE AT FUT & Ay da g ?

SHRI P. C SETHI : So far as the Audit
Report and the report of the Central Bank is
concerned, we have not seen the Audit
Report ourselves; it is with the Central Bank

and they are making enquirics about it,
Unless 1 go in to it | cannot say

SHRI KANWAR LAL GUPTA : You
may lay it on the Table of the House.

SHRI P. C SETHI : How can 1 lay it
on the Table of the House 7

&t waT ww g : wifee fod & A
H qar 41, QUgaiEl F ak ¥ qar a1
wfeT g5 70 qarar ¢ 1 faurm 6t aEy
g 1 gARaT T HT AU A wEw ?
fipet &1 ot ST AGE AT § 1 F wAET
T wWgar g |

ot vy fomd : geEx @@ ¥ @
Wil | W G T § RS 6
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SHRI RANGA : I would like you to
apply your mind to theie two points. When
such a serious matter has been brought to
light is it not their duty to go through the
Audit Report ?

SHRI J. M. BISWAS (Bankura) : --rose
(Interruption)

Mr. SPEAKER : May I request you to
resume your seat ? This is not a matter to be
viewed on party lines. We are all concerned
with it. There 18 no question of your party
line,

SHRI J. M. BISWAS : Are you allowing
everybody tu put a question, Sir ?

SHRI RANGA : He simply says that he
has not seen it. Will b2 s2nd for it, see it,
and then as the hon Member said, will he
place it on the Table of the House ? He
should see the report made by the General
Mapager or whoever had gone to London,
study the whole thing and then tell us. I
he had oot seen it he should see it, and then
place it on the Table of the House. lnstead
of that, is it open to him 1o say that he bas
not seen it and therefore he dismisses this
demand 7°

ot oy T : wrfez g qar w2
9T TEAT SrfEd |

S WAT WTW A ¢ @Y & WA
T | SR AT f A sy &7
WEqE WER7, R HUE §9d 7 GerEr
&1 ¥ ai srwer AR £

MR. SPEAKER : He has ahieady replied
to that point, about the Audit Report.

SHRI KANWAR LAL GUPTA : About
the General Manager's Report ?

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

SHRI KANWAR LAL GUPTA : Why
not customary ? Now it Is a natiopalised
baok. Mr. Speaker, Sir, you should protect
us. Why should he say, it is not custo-
mary ? This is the firt time this is coming

of Central Bank of India (CA)
up; and this is a Natiopalised Bank
want to bhide their own sins.
serious matter.

They
Itis a very

MR. SPEAKER : There is a limit to it.
On this point, whether it is customary to lay
the Audit Report or not, I will examioe this
issue. Mr. Supakar.

SHRI SRADHAKAR SUPAKAR
(Sembalpur| : The Statement which was read
out by the hon Ministe-......

SHRI MORARJI DESAI (Surat) ;: There
is no guestion of pot being customary. This
is the first 1imec it has become a Nationalised
Bank. Therefore there can be no precedents
in this matter. 1 think there should be no
objection 1o placing the Report on the Table
of the House.

SHRI SRADHAKAR SUPAKAR:
The stalement which was read out by
the hon. Minister in reply to the Call
Attention  Mution  together  with some
of the reports which appeared in
papers  like Hindustan Times quotations
from which were made by my friend Mr.
Sczhiyaa go to show that there is something
very serious in this matter which was
neglected criminal.y by the Government,

From para 2 of this statement it would
appear that this irregularity in the Central
Bank of India was known by the Govern-
men' in the month of September, 1969,
But, they did not take appropriate action
in this matier till very late. It is stated
that a Special Officer was deputed to
London on 23rd September, 1969. That
should have put the Government on the
alert right from that date. But, probably,
they did not take any action till this
question of the transfer of this Officer,
Shri Patel, came up in March. 1970. It is
strange to find that though Shri Patel was
transferred from London to Bombay in the
first week of March, 1970 and he refused
to come to Bombay, still, he was permitted
to continue in his office till the 26th March,
1970 when be submitted his resignation. It
is stated that he was relieved of his duty
on the 26th March, 1970 by the Govern-
ment. Though irregularity was committed
by this officer, Shri Patel, he was allowed
to continue till 26th March, 1970, It
appears that most of this mischief was done
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between March 9th and 26/h 1970.
quoting from the last line of para 2.

“It appears that these the bank
guarantees weie re-issued on the 26th
March, 1970.”

I want the Minister specifically to amswer
these points,

I am

Firstly why no action was taken when
these sericus irrecularities were found out
on the 23rd September, 1969 and the
Government was put on the alert by the
Special Audit. Seccondly I want to know
trom him as to why Shri Paiel was permitted
to liandle these bank &ffuirs between Lth
March, 1970 and 20th Merch, 1970, My
third questiony about the bank guatantee.
1 want to hknow specificelly from the
Minister as 1o whether it is not  (ustomary
before the natiopalisation of 1he Central
Baok in their Loondon Branch, for the high
officers, like the managers, to issue these
guataotecs. How for were the customers
of the bank aware of the fact that on plain
paper guarantees could be issued by any
oflices like Shri Patel or Shri Hanna ?
These are the questions that I want to ask
the Hon, Minister.

SHRI P.C. SETHI: As far as the
question of Government not taking any
action from 9th Sepiember, 196» is con-
cerned, 1 would like to point out tbat this
question of knowing about any irregu-
larities with regard 1o the brench of the
Central Bank in London this is what I
bave said with reference to the head office
of the Central Buank arcse only when the
head officc came to koow apout the
irregularities, The Lead office deputed the
audit party in September, 1969. Therefore
the question of governnent’s coming inio
the picture or its not taking any action does
oot arise,

As far as the question of bank’s super-
vision is concerned, it is certaioly true that
prior 10 natiopalisation, as far as the
particwlar branch is concerned, 1 shonld
also like to educate myself on these points,
whethcer there was a proper internal audit
or whether there was proper supetvision and
imspection or not. This is a point which
will have ‘to be examined witha view to
finding out whether there was a proper
internal audit and superviion of these
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foreign branches of the banks. As to
whether prior to nationalisation this was
done by the various head offices of these
banks, T shall have to make inguiries, and
we slall certainly have to look ioto this
matter and streamline the whole position.

Therefore, there is no delay on the part
of Government, As soon as the head office
of the bank came to know mbout these
things, they had sent an audit party.

SHRI RANGA : Therc 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
Srachakar Supakar had asked whether it
was customary or nol to issue such letters
to the parties from the side of the banks
I may submit that the system of exchange
bills is a wverv well known practice and it
is 8 very important documeot where a bank
guaraniee is taken. Therefore, there iz a
specific form us far as bank guarantee is
cuncerned ...

SHRI SRADHAKAR
Bank guarantee or letters 7

SUPAKAR :

SHRI P, C. SETH1: As 1 have said,
there is a regular form for it, and, therefore
it is pot issued in the torm of letters.
Whether the officer concerned hed the
authority to issue those guarauiees and
whether he could do so in tke form of
letters, whether those letters are authenticated
or forget ctc. are all matters for inquiry,
and a very delicate legal matter has cropped
up. So, I would pot enter into that and
say that this should be done ormo'. I
would only like to assurc the House that
we take all possible steps to see that proper
investigations are carried out. With regard
to the internal audit which the Central
Benk's office bas conducled, we would ask
the Reserve Bank to go into the audit
repori although it is an internal audit report,
and we would ask the Reserve Bank to
apprise us of the facts, and when the facts
are known, 1 would come to the House to
apprise it about this matter.

AN HON. MEMBER :
those letéers 7

What about



