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(8' Asta1emenl (Hindi and English Banking Regulation Act then this sitnation 
versions) showing reasons for would have been entirely different, It would 
dela~ In laying the papers not have been so rew as it is today. 
mentioned at (7) above. 
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DISCUSSION UNDER RULE 193 

Seem Involving Operation In 
Government SecrItIea Running Into 

thousands of CrOI8S of Rupees ConteL 

[English) 

MR. DEPUlYSPEAKER: Now, we shall 
take up discussion under rule 193. Shri 
George Fernadas may continue. 

[ Translation] 

SHRt GEORGE FERNADES 
(Muzaffarupur): Mr. Deputy Speaker, Sir, I 
wIIlexpressf11JVi8Wslnthe minimum possible 
time. Although I feel that the Government 
also wants that I should say something in 
detail. so that we may first of all express our 
views I8gardlng our role In J.P.C., which is 
Ikelytobeformed.yetwefeelthat we are not 
discussing it In detail. Since it is such a big 
scandal and there are so many cases 
associated with it that it becomes a problem 
for us to decide as to where from should we 
start. 

Mr. Deputy Speaker, Sir, Yesterday in 
the evening While concluding my speech, I 
was taking about the resposiblites of the 
Reserve Bank SInce It was asked by the 

·Congressmen as to which powers the 
Reserve Bank had to stop this scandal. Mr. 
OeputySpeakef.S4r,4satdthattheGovemor 
'Of the Reserve Sank had raised this issue in 
March. 1991. Til! then the condition was not 
so review; as _ .. today and after that a 
few tetlers and documents leaked out from 
that side. Mr. DIputy Speaker. Sir. had any 
actIon been taUn agSlsnt them under 

Iwas surprised to know that the member 
of the Finance Commission, a Member of 
this august House, Debi Prosad ji Pal while 
expressing his views yesterday said that the 
Reserve Bank could supervise but what 
power did it have to exercise a control on 
these banks. I was surprised on two points, 
if he was sight them all the banks in public 
sector should go to private sector otherwise 
the same conditions will prevail. None is 
there to question them or regulate their 
activities. they may do anything and loot 
anyone. The Finance Ministry is not bothered 
at all. They are only bothered about the 
posting of people and nothing else. they do 
not have any other responsibility. So the 
question of control over ali the banks does 
not arise and secondly I was surprised to 
observe that without knowldge of law, they 
are speaking on it. It does not hold good. This 
is the Banking Regulation Ad. 1949. Section 
277 of this Act says; 

(English] 

"Monthly returns and power to call for 
other returns and information 
EvelY banking company shall, not may, 
before the close of the month succeeding 
thatlowhich it relates, submit to the Reserve 
Bank a return in prescribed form and the 
manner showing its assets and liabilities in 
India at the dose of business on the last 
Friday of every month.· 

[ Translation] 

I wi!! not read out the whole of it. 

[EngJ.(shj 

Ewry bank has to provide a montly 
statement. A statement of its assets and 
Iiabiiitias and the manner of the asseta. 
habilllies. 
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[ Translation] 

You are supposed to Slate astohow you 
got money, whether you have deposited or 
not and to whom have you paid. Now you can 
say that the statements came and we .1Ied 
these. I may say that It Is not the function of 
the Reserve Bank \0 file such statements, on 
the contrary It has to Instigate and supervise. 
lis function Is to rectify the wrong: Please 
re.er to section 27 (2). as given below: 

[English] 

"The Reserve Bank may at any time. 
diract the banking cofnpany to fumish it. 
within sucb time as any be specified by the 
ReeeNe Bank with such statements and 
information relating to the business or affairs 
of the banking co".,any, etc .. 

[T~] 

If the documents sent to you under 27 
(1). the balance sheets. accounts or any 
other thing, have got some error you can 
Issue dlrectlve'or Its clarlication. What did 
Reserve Bank do about althese banks ?Ws 
Karad Bank sending propeI1ies 10 you 01 
not? The name of Syndicate Bank has never 
~ured heresotar. but have you received the 
records of the extent of intervention of the 
SyndIcate Bank In this scandal? Did you get 
the records of Canara Bank'? Please name 
the banks whose records you have not 
received and whether you have taken any 
acIion agai'tat the banks whose records 
haw been received by you? Therofoni wtlaI 
has been said he .. II baseless. 

(EngIsh] 

ReseIve Bank of india AD. Sedion 35 
reads_follows '1nspIdIon: ~1tandIng 
anythinQtothe contrarvcontailed in Section 

235 of the Corfl)anles' Act, the Reserve 
Bank at anytime and on being directed to do 
so by the Central Government.. 

[ Translation] 

The Finance Ministry has not discharged 
Its responsibility. You did not brother about it. 

(E~] 

"ShaH caused an inspection to be made 
by one per more of its officers of any banking 
COf1l)any and its books and accounts. 

( Translation] 

Have you exeservised this right? when 
a .. you after? Then powers 

(English] 

• Power of the Reserve Bank of give 
directions-

which is very Important. • Where the 
Resource Bank is satisfied that in the public 
interest In the Interst of banking policy, to 
prevent the affairs 01 any banking company 
being conducIed in a manner detrimental to 
the int8l8StS ofthedeposilors or in a manner 
preclicial to the interest of the banking 
COfJl)aOy.ortosecureaproper managemenl 
01 it. any banking company generally. II is 
necessary to issue directions to banking 
COfJ1)8nies to generally or any banking 
~y in particular. it may. from time 10 
time. ilssue diredions as it deem fit .. 

[ TtanSlation) 

What have you done? You say that you 
818 getting worred . " you had prayed, we 
would have been happy. 

[Englrh) 

W.shalbegladifyou~lslhS 
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responsibility of the Reserve Bank to seek had a lot of banking Experince Practice·. It is 
the pleasure of the bank, the Chairman ane the langest book on 'Banking Laws and 
managing Director. Practice". it contains 1640 pages and 151akh 

( T I3I)slationl 

We would be happy if you remove all 
these Irregualtarites going on in the Banks. 
Why you talk this before them? I am putting 
here some facts about the powers of the 
rserve Bank which the Bank did not use. I 
would like that this House should know abut 
these powers. The Reserve bank which is 
not wot1dng prperly. It can liquadate It and it 
can even nationlise any private bank. You 
have got such vast powers with you and even 
then you are saying here that you can do 
nothing,. What powers the Reserve Bank of 
India ha? That is why, we would like to say 
categorically that the Reserve Bank of India 
has not discharged its responsibility properly. 

Now I would like to say about banks. I 
have not brought this book just to show you 
the rules I could have informed you about the 
rules and your responsibilities etc. bybrlnging 
the banking Regulation Act only. That is why 
I broughtthisbook named or endon's Banking 
law & Practice in India·. Just now one of may 
hon. colleagues hags commented that it may 
be a pre Harshad Edition. It is ROt Pre 
Harshad. It is the Edition that has come after 
Harshad case. 

(English] 

This Is the second reprint of the 
Eighteenth edition, AprIl, 1992. 

( Tl3I)slatlon] 

Mr. Deputy Speaker, Sir, there are 1640 
pages In this book. It contains all the 
lawrelatlng to all the banks of india. It has a 
detailed commentary on these laws 
constituting 1000-1200 pages. There is no 
n.ed to make the Finance Minister 
acquarlnted with the status of Tandon. He 

words. I would like to trequest the Minister of 
Finance to show us only two words 'Banker's 
Receipt out of 15 lakh words in banking 
systems which have now become popular in 
the world. 

[English] 

The two words 'Banker'S Aeceipt' do not 
exist in the entire banking system. You can 
all it lexicon; you can callI! the laws; you can 
call it commentary; you can call it by any 
name. These two words do not exist in our 
banking system. 

[ TI3I)s/ation] 

These two words exists in banking 
systems of India only. Yesterday, your party 
coleague Mr. Murlli Deora said thais thing. A 
lot of discussion on banker's Aeceipt was 
held yesterday. Many hon. Members 
discussed the National Housing Bank. it is 
the banker's Recapt of the National Housing 
Bank. it bears no number. There is nothing 
it. Since these people had laready taken. a 
decision. 

{Englis~] 

it has been transfered though it is 
decalred as not transferable. This has been 
the most trclnsferred document. It says: 

Not transferable, with date. 
Aeceived form so and so the sum 
of As. so and so being the cost of so 
and so for As. so and so with so 
much oper intastcent As. so and so 
less tax and surchate Rs. so and so 
from so and so date to so and so . 
date. The bouds of the face value of 
As. so and so will be delivered as 
soon as they are ready in exchange 
from this receipt dulydr..charged; in 
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the mean time there is no full stop 
the same win be held on accounts 
of so and so. 

[ Translation) 

[Englishl 

It bears a stamp costing 20 
paise only. a dealing involving Rs. 
400 core has been made on this 
paper. It is the banking system of 
India. We are running thje 
Government. We have this 
parliament, Last year I had said 
challenging the hon. Minister of 
Finance in the House that these 
banks have been captued by such 
poeple as are commiting 
iregularitles everyday. There is no 
Chairman if Managing Directorwho 
is honest. if some one is honest, he 
is an eXJpetlOn. ldo know this thing. 
The persons who dont. draw Rs. 
200 crore fromt he banks in a year 
also know it. Hearing this you stood 
up with anger. 

CAG. examines the accounts of Military 
and gives Its report. Shrl CJaturvedl, the 
corJ1)troller and Auditor General of India had 
given a report on the Bofors case. The 
security or the entire nation can be discussed 
and reported. But banks can neither be 
audited Nor reported. Why Is It so, we would 
lie to know it. (Interruptions) .. XYZ 

MR. MANI SHANKERA IYAR: He was 
•• or B.J.P. 

( Interruptions) 

SHRI MOHAN SINGH: Mr. Deputy 
Speaker, Sir, an hon. Member belonging to 
the treasury side has called the Comptroller 
and Auditor General·· of a party. Whose •• 
he is , I do not know; can it be a part of the 
proceedings (Interruptions) 

SHRI MANfSHANKAR AIYAR: I am 
talking of the past.. 

( Interruptions) 

[English] 

MR. DEPUTY·SPEAKER: I expunge 
I think, you have been very IIT9sponsible. the word from the records 

You are demoralizing the banks. 

: Translation] 

I want to remind the hon. Minister of 
Finance that we are not raising this issue for 
thefirst time. It is notthecocasiion to comment 
whetehrwe are in Government or not. Every 
institution is adudited in India. CAG. audits 
Defence accounts and everything. Any 
matter, any cOrT'(>alaint can be refferd to 
him. But banks ar'b not audited PAC. and 
Estimates Committee can' raise any query 
aganisnt it. The banks are public sector 
undertakings even then nobody can aise any 
query againist them leave at these thing, 

'Not rtlCorded. 
··Bapurpe as order by the Chair. 

( Interruptions) 

SHRI ANNA JOSHI (Pune): Sir, please 
ask him to WIthdraw that word. 

MR. DEPUTY SPEAKER: I had already 
expunged that word. 

( Interruptions) 

[ Translation] 

SHRJ NITISH KUMAR (Bar 'Nhen he 
wasspeakingwhilesitting,itwasno ·'dad. 



553 DiscussJonunder~ 193 SRAVANA 13, 1914 ($AKA) In Govt. Securities 554 
running Scam involving operations into thouSands of erores of rupees 

But later on, whatever he has said has been is wholly owned by the Reserve Bank of 
recorded. '1 o Janpath ka Chaprasl'the peon India. Reserve Bank of India has 100 per 
of 1 o Janpath,was recorded .. (IntenupUons) cent equity of the above Bank when the 

SHRI GEORGE FERNADES: Sir, I 
, would like to submit whether there is any cut 
off date for this deteriorating situation, 
whether it can be said that It was not so. It 
started only when such and such party was 
in power, I want to make It clear. 

[English) 

Banks have been the law unto 
themselves. 

[ Translation] 

So they did things In their own fashion 
without following any norm or economic 
discipline, A cI'Iairman or managing Director 
visits Deihl and stays In five star hotel. 
Attendance of industrialists is must in his 
court. We have all the evidence with us as to 
how they have committed Irrgularltres. We 
will discuss these things here with proof. But 
when we talk about scam, it appears that it 
is only Harshad Mehta who is the root cause 

'of all this ill affairs. Harshad Mehta has 
become the synonym of scam,. The banking 
systems of India has prepared the ground for 
Mr. Harshad Mehta to commit Irrgularites 
Unless the Government arrests these 
Chairman-Managing Directors ortopofticials 
of the Ministry of Finance and Reserve bank 
of India, the will be no use of arresting 
Harshad Mehta only. He is simply a 
commision agent and nothing more than 
that. To charge Commision is his profession. 
Anybody can utilise him for this purpose. All 
thes ~ three have utilised him jointly. Today 
you have put him into jail and some people 
are praising you forthis action against Mehta, 
but is there any use of putting Mr. Harshad 
Mehta into jail? What action is being taken 
against the real culprits, who have done all 
this. They Should be brought to book. I would 
like to Inform you that national Housing Bank 

Governor of Reserve Bank was asked about 
It for the first time, he replied that there was 
only one representative of his bank in the 
Board of Directors of the National Housing 
Bank. It means that if a gang prints the fake 
notes and the Governor oft he Reserve Bank 
is asked about it, he will sirrply reply that as 
there was no representative of his bank in the 

. gang so there is not responsibility oHhe Bank 
in this scandal. I would like to ask you what 
have you been doing in your office. The 
National Houseing bank is yours as it is 
owned by you. After conSidering serious 
deliberations with all the Bankers for two 
months, the Indian Bank Association in a 
meeting held on 6th may has tried to bring 
some legality in the illegal performae of 
banl<8rs receiept what legality they have 
tried to put is this:-

[English) 

Put serial number on this. Till now there 
was no serial number. whatever securites 
you are transferring - name of the security, 
interst rate, face value, rate and percent rage 
sold to, delivered own which date. 

[ Translation) 

Afterpreparing the pefformae consisting 
of all these things, it was distributed to all the 
banks including Reserve Bank of India. The 
Bank officers have also referred to it in their 
letter, dated 26th July. Mr. Phervani is your 
great God. Why he has been your God, it 
should also be exposed. On what charges he 
was removed. We Know it also. Bank of 
Baroda, Fiscal Services, and all matters 
related to it and Reliance were all involved in 
the scandal. In Maharashtra, Shri Sharad 
Pawar had accommodated him. He was 
appointed as a Chairman 01 a Company if> 
Maharashtra. As soon as yourGovernemnts 
was formea. these favourable conditions 
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developed and Mr. Phervani reached the .... 
• was also your by proxyGovemment.lt was 
done through It. Now Ills to be examined as 
to what extent. Mr. Phervani had mIsutiIised 
the national Houselng Bank. (Interruptions) 

Mr. Deputy Speaker, SIr, the National 
Housing Bank had arranged to deposit 
Rs.1271 cro ... diractly in the account of Mr. 
Harshad Mehta through these racelpls and 
indirect transfers. I am not able to foUow as 
to what Congress people a ... demanding 
discIosu ... of names. On the one hand, they 
are saying that this discussion Is useless and 
on the other hand, they are saying that they 
will defend the Govemment. But. the amount 
of As. 1271 croe including the profiI of 
Reserve Bank of India which was meant for 
constructing the houses for the poor people 
manged by Shri Pherwanl and has been put 
on the disposal of harshad Mehta who is a 
crook he stengthened his positon at the cost 
others. For the letter mal of the Mehta you 
haw Manipulated this amount In his favour. 
Desple all these things, we do not find any 
sense of shame, sorrow and guilt on the face 
of the concerned culprls. The people are 
Ihinklng that It is also a discussion on this 
point Ike the discussion on dspute between 
the centre and the states or It Is the dispute 
between the two parties, or it is a discussion 
on the dispute between the ruling and the 
opposIion parties. Mr. Deputy Speaker, Sir, 
I haw an apprehension that we are involved 
In the discussion he ... on the subject and the 
contlnlue to pursu... unabatedly their old 
practice. So I would like to urge upon the 
Government that it should issue an order 
immediately to suspend the banker's receipt 
system and the J.P.C. may do its work. But 
the manipulation of money with the bankers 
l'8C8ipt which is entirety a bogus one must be 
stopped. If we wHi continue this system of 
banker's receipt the same scam may come 
up again after certain period. 

That Is why I would Ike that ftt'st of aU 
something clear should come about the 
postlon of banks. (lntetrupllons) 

SHRI BHOGENQAA-!HA(Madhubani): 
George Saheb, these ~ will not say. 
(IntetrUptjO(lS) I would, the ... fo .... like to 
make a short submissk)n In this regard. The 
Deputy Governor of the Reserve Bank has 
... ported that some officers are running 
accounts In foreign banks off the record. I 
would like to submit .. (Interruptions) you 
have been in SEBI. So, if you give some 
informtion, It would be of some help for the 
present as well as for the futu .... 

SHRI GEORGE FERNOADES: Sir, I do 
not went to go Into minute details of he banks 
which committed these bunglings. because 
both .the reports of the Janki Raman 
Commit .. are there befo ... the House and I 
hope that everybody has gone through 
them.(lntenuptions) But I have an objection 
against your excessive love you still have for 
the foreign banks. It can just be imagined as 
to how many scandals have been commited 
by the foreign banks. All the transections and 
use of the bank receipt we ... done by them 
70 percent of transfer of Securites was done 
by the foreign banks and 40 per cent by 
brokers. The total transaction of security 
scam was of the order of As. 9lakh crore. 
The 4 banks through which 70 percent 
trsnsactions we ... made out of the total Rs. 
9 lakh co ... are very happy. I would like to 
remind you that the B.C.C.I. raises a new 
issue daily In India and that is why the 
previous issue is sUppresed. In connection 
with aB.C.C.I. a case has been flied on inthe 
court againsts the USA Ex-Defence Minister 
Mr. Clalit Clefore the day before yesterday. 
He had been a strong man In USApolitice for 
last 40 years and he win be. jailed for he 
reasons of telUng a lie. The Secretary of law 
of Mr. Nixon was sent to jail for 7 years in the 
USA. But here people who are indulged in 
acts of theft and looting will come forward to 
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make l8ferances to laws. So, Mr. Deputy The foreign banks wli spread the! 
Speaker, Sir, this 18 rrt'f point of objection activities in India. I know that the dacisIon b 
against the foreign banks because of their close the B.C.C.I was not your .• was tak8I 
tunctlonlng. Thebunglngsconvnl\\edby\he in England. It Is the Bank DC England whld 
Standard Chartered Bank as has been asked their Government to take over 
rapoted by the Jankl Raman Committee Is all the assests of the B.C.C". The bank c 
a separeate Issue. The Committee report English and Issue orders to take over thl 
says how the goondas of the Standard accounts of this bank and to close all Itl 
Chartered Bank brought from England and business. TheI'8 has been an efforts to shalla 

• there muscles men racurtied in India raided the entire banking system of this count!) 
Hlten Datar Is residence. The country had to suffer huge losses due t4 

(English) 
this intematinal scam engineered by thl 
B.C.C.I.lam not taI<ing offuture. butpresent~ 
it is a b!g blow to the prospect of flow 0 

·Standard Chartered bank had a foreign exchange, our financial market anc 
private raid conducted on the house 
of a Dalal and took possession ofthe 
securitesandbroughtoutsecurities.· 

[ Translation) 

How clare a foreign bank does 
allthese things in India. How clare to 
condUCI private raids wlhout talking 
help from the CBI or Police .. 

(English) 

to the faith of the people In the economiI 
system of the country. The root cause 0 
these set backs is foreign banks, but It 18 l 
pity that the Government Is not touchirll 
those banks. TheGovemmeht is not1ouchins 
tbem because a number of the oHiceI$ 0 
those banks al'8 either sons, daughters 
Sons-in-law of those who are in helm 0 
affairs in the Government. Not to speak 0 
touching them, Yesterday Shrl V.P. Sing' 
said that the foreign banks used to off Ioac 
the old secrities befol'8 the arrival of net' 
securties. Who passed on infonTQ)ntothem~ 

"They had private raid on the house let the hon. Ftnanee Minister say aslo a. 
ofabrokerandseiZedthesecurties many people in India know about the issue 0 
to the extend thatthey could under· new securties. h is the Finance Minister, ItM 
write their over-all losses. Government of Reserve Bank of India anc 

[Translation) 

Win the Government remain a silent 
spedatorto such conduct of theirs. The City 
CorportJon, which Is a Bank of Amercia did ali 
sorts of scandals In lnelia. After that, when 
this scandal came to light all the records 
connected with that sc;"'odal were I'8wrltten. 
the orglnaJ records W>-l;a IIQIJt to their office 
in America through ~ .IIIlJI._1y In 1·2 
rooms but in 9 room" ,,- -"bitt "I Towers of 
Bombaycol11>U1ers weflH':;lIIIIIIIC - -,0 all the 
accounts were dec1tfred.· But nothing 
happened and notiody ... ....-..0. 

the Finance Secretary who know about it 
Who else could know? From where and hoY 
did this Information come? WiN the JP( 
investiagte into It? The Government wiI nc 
do It. But If some people are under thI 
Impression that they cannot be caught 1m 
because they have already destro)'8d tho 
evidence, then they al'8 wrong. n could b 
that they may escape In some cases. But 
Is not like by thatthey will totally be absoMK 
I would like to rnake an appeaIto aN conseme 
that it would be wise if they disclosed th 
facts in time. 

When the scandal was fllSt taken L 
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here all the officers W81'8 asked to fUmish the 
details of shares purchased In their own 
name and in the names of their relatives in 
last 6 months. I would like to ask asto how 
many shares of how many companies were 
purchased by these officers in last 1 o months. 
I would also like to know asto how many 
people close to the hon. Prime Minister and 
the hon. Rnance Minister and their officers 
purchased shares and how much income did 
hey getfrom stock Mart<et. The 000. Finance 
Minister accepted the charges. When he 
nodded his head in agl'88ment, I concluded 
myspeech. My final submission is that all the 
other Ministers of his Ministry should also 
give in worting. It has been reported in this 
news papers that the hon. Prime Minister 
has now written letters and has asked such 
and such questions. But actually nothing of 
the sort has been done. It is because the 
officers refused to comply with it. They then 
gained courage. The officers gave in writing. 
Such statement were taken from all and 
verifications was also done. What is required 
is to go into the genesis from where it began. 
The requiry has to be started from the Ministry 
of Finance. The Govememnt is required to 
investigate the thing at those place where 
people have lost regards for the law. 

Mr. Deputy Speaker, Sir, I told you 
earlier that it would not be possible to fix any 
cutoff dateforthis. Now there is aC.B.l.case 
against the Vijaya Bank. Banglore. It was 
lodged in June 1990. This case is related to 
a company. I would first make a mention of 
the law. 

"offcence under Section 120 (b) IPC 
read with Section 420. 468.4 711PC and 5 (2) 
read with 5 (1) (d) of Prevention of Corruption 
Ad, 1947 and speciffic offences uncterSection 
420,468,471 IPC and 5(2) read with 5(1 )(d) 
:of Prevention of Corruption act, 1947. 

The names of the accused were: 

(i) Shri K. Vishwanath, 

(ii) 

(iii) 

formerly Chief Manager, 
Vijaya Bank, Bank Stl'88t 
Branch, Hyderabad; 

UnknownoofflCialsofVijaya 
Bank, Head Office, 
Bangalore; 

Mis Asian Wire Ropes 
limited. 26 Industrial Area, 
Pattancheru, Hyderabad, 
represented by ShriJankai 
Ram, Action taken: Case 
registered and investigation 
commenced. Credible 
information has been 
received to the effect that 
Shri K Vihswanath, while 
functioning as Chief 
Manager of Vijaya Bank 
Branch, Hyderabad. with 
certain unknown officials of 
Vijaya Bank, Head Office, 
Bangalore and Shri M. 
Janaki Ram, formerly 
Chairman & Managing 
Director of MIs Asian Wire 
Ropes Umited, Hyderabad, 
to cheat the Bank through 
various means. 
(Interruptions) 

SHRI K.P. RDDlAN YADAV 
(Wachilipatanam,): He is a Minister 
now.( Inte"utplons) 

SHRI GEORGE FERNANDES: Is he a 
Ministerl Oh, this is the 
qutification( Int8"utpions) 

Shri M.Jankiraman is today a Minister in 
the Government. That is only a part of the 
story.(/nte"utpions) Shri M. Janakiraman 
being the Minister is only one part of the 
story. 

SHRI K.P.REDDIAH YADAV: Are you 
shielding someone? 
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SHRIGEORGE FERNANDES: lam not dissent. Then what happens. The Chairman 

trying to shield anybody, not even those who plays his tactics and gets the proposal pased. 
are here Involved In that. I am not trying to The proposal was passed by the support of 
shield that. But I want the people know of it. only these two persons and despite the 
I will not name again today.lwill not name the protest from all theres. Then what happens. 
persons. But I hope the man wiN identify A Minister of the then Govemment was 
himself. (Interruptions) ldo not know whether putting up in the next room of the same hotel. 
they are capable of selt-Immolation The whole Board goes to that room. They 
(Interruptions) return and then the proposal is passed in the 

( Translation] 

How did this happen? What were the 
relations between the Asian and Wire and 
Ropes Ltd., a bankrupt COfT1>8ny and the 
Andhura Bank and the Bank of Hyderabad. 
I will let you know about those two banks. 
(Interruptions) What happened. When the 
Chairman and Managing Director of Vijaya 
Bank, Shri Sadanand Sethi came into the 
picture he was removed from his post by the 
Governemnt but now efforts were being 
made to take him back. I would like to 
congratulate the officers 01 the C.B.I. who in 
spite of all pressures from the Government 
did not let him be rain stated. The hon. Prime 
Minister and the hon. Minister of Finance 
deserve congreaturalions who did not yield 
to the pressure from within. (/ntetrUptions) 
What happens? 

[English] 

The Vijaya Bank holds a Board Meeting 
,in Hyderabad Bank's Boards meets in 
Hyderabad. 

[ Translation] 

A meeting is held In a five star hotel. 
There is a protest in that meeting from all the 
particlpents except the Chairman and 
Managing Director, Shri Sadanand Sethi 
and director. There Is a protest from all 
except Shri Sethi and othe Government 
DIrec:tor, Shri C.W. Mlrchandanl. So much 
so that the representative Director of the 
ReseMt Bank of India openly cast, a vote of 

metting. As. 23 crore of the Vijaya bank was 
lot in june, 1990 and that Shri M. Jankiraman, 
the Chairman cum managing Director of the 
Asian Wires and Ropes Ltd. is occupying the 
Chair of a Minister in Andhra Pradesh 
Government. Shri Sadanad Sethi was 
removed but the decisions taken by him and 
the two deals done by him were honoured. 
Some bOdy pointed out yesterday that there 
should be an inquiry into It. But the 
Government does not have time forthat. But 
I would press that an inquiry imust be 
conducted. It's an irony that Shri Sadanand 
Sethi has been accommodated in the Air 
India Board. How to escape CBI inquiry. 
(Inteffuptions) He will become a director of 
the A'K India. (/nteffuptions) who can become 
the Minister .. (Interruptions). It would not be 
fair to make a futile search of a cut off date 
by saying scam, scam. While speaking on 
the No Confidence Motion I had raised the 
incident of progressive construction scandal .. 
(Interruptions) There was a reference to the 
Sindicate Bank in connection with the B.C.C.I. 
that Rs. 100 crore were given by the Sindicate 
bank and the EXecutive Director of Fair 
Growth, Shri A.S. PaL, (Interruptions) The 
hon. Minister of Finance is not present here 
at the moment. But the Minister in charge of 
Banking is sitting. He should be asked as to 
how many shares were purchasesd by the 
memeber of his family from Fair Growth. 
How many hundreds 01 crores rupees have 
been credited into their accounts as 
isnvestment and how much money has been 
given to the Fair Growth to play iin shares. 
There has been a C.B.1. case against them 
and they try to hush up the case. One ofthem 
is Shri Prabhu who later on became an 
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er1l*>yee of Harshad Mehta. He was the 
CharimarK:Um-Manag!rJg OirectorofCanara 
Bank which has a place among the major 
banks of the wortd. A bank of this country Is 
involved ini such a scandal. On the very next 
day of his retirement the officer joins Harshad 
Mehta as Manager of the Bangalore offk:e 
on a salary of Rs. on crore and a Marcedes 
car. Therefore, about which prestige of the 
country andthe public sectorwe aare talking. 

SHRI RA TNAKAR retires one day and 
utilises all his influence and contacts with the 
Ministers to get the Court cases agsisnt Shri 
RS. Pai, dropped. A deal is struck and 
Fairgrowth Financial Services is launched in 
association with Shri krishnamurthy a power 
tulpublicsector Ex. Manager. We also belived 
.that Shri Krishnamurthy was an able and 
cor11>letent public sedor Manager, but now 
all his deeds have became public. On the 
very day of his retriementthe news aboutthe 
seven companies functioing from his 
residence broke out (Interruptions) 

[English} 

SHRI MANI SHANKAR AIYAR 
(Mayiladuturai): These companies, many of 
them. belong to his childr8n. And whatever 
the connec1ions. it cannot be said that they 
were aN bom on the day he retired. This is a 
cofl1>letely false aJlegatgion. And I request 
that since Shri Krishna Murthy Is not here Is 
answerthls, thisaNegation maybe expunged 
from the record. 

SHRI K.P. RDDAIAH YADAV: 
Supposing, a son or a daughter. jf they are 
major and they are doing individual business, 
and if they had purchased or invested in the 
shares. does it mean that his parents, 
whether they are offk:ers or Ministers or 
MPs, have purchased those shares? I want 
a clarification from the hon. Member. I feel 
that if the Minister or an M.P .• or an officer 

has directly purchased shar8I or InveItId in 
Fair GroWlh orwtth HarshadMehta. then he 
is liable to be answerabale but. their sons or 
daughters Invested somewhef8, they are 
not responsible. 

MR. DEPUTY SPEAKER: Shri 
Reddalah, Shrl George Femandes has told 
the facts. " it is not correct, when you get an 
opportunity to rebut it, you can rebut it. There 
is nothing that prevents you from doing that. 

SHRI MANI SHANKAR AIY AR: Sir,l am 
on a point or order. Yourdascription of what 
Shri Fernandes has said as a fact, is 
erroneous. My specific request was that in 
view of the fact that Shrl KrlshnaMurthy Is not 
in this House to deny this allegation, either 
Shri Fernandes must validate the claim that 
these seven companies came into existence 
on the day Shri KrlshnaMurthiy retired or he 
should not make such a charge even if you 
think is a fact. He knows that it is not a fact. 
I seek a ruling to protect the reputation of a 
man who had to resign from the Govemment 
because our Govemment had asked him to 
resign. 

MR. DEPUTY SPEAKER: Shri George, 
Shri Mani Shankar Aiyar riased a very relevant 
point. when we name a particular person, 
and if he is not in the House, he cannot deny 
it. The point that has been raised is very valid. 

SHRI GEORGE FERNANDES: Then, 
we should not talk about Harshad Mehta 
also, Sir. 

MR DEPUTY SPEAKER: Shri Mani 
Shankar Aiyar had raised a very valid point 
because that particular persons is not in the 
House to deny it. 

SHRI RUPCHAND PAl (Hooghly): Sir. 
Harshad Mehta also is not in the House. 

MR DEPUTY SPEAKER; harshad 
Mehta Is a subject matter of the delscussion. 
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'You cannot COfY1NU8 Haraaad Mehta wtIh SHRI E. AHAMED (Manjeri): lit Is true 
Shrt KrIIhnaMuf1hy. Harshad Mehta Is a let It be on the I'8COrd on the deny t. I the Is 
figure, • man, on who. name the entire no truth in It letthehon. Membersustalnable. 
thing Is bII up. Ther8fOnt, using the name of This Is a very serious allegation. Every 
Harshad Mehta is not against the rules. So, member has the right and privilege to say 
now,1 request Shrl Geotge Femandes to whatever he feels. But he has made certain 

, continue his speech. points. One may can them allegation or 

MAJ. GEN. (Retd.) BHUWAN 
CHANDRAKHANDURI (Gamwal): ShrtNyar 
said something about the remark of Shri 
George Femandes when somebody Is not 
present. But what aboutthe remark he himself 
passed about a persons who is not here? 
What is his justification? 

SHRI MANI SHANKAR AIY AR: My 
Justification is that my point of order did not 
say, do not refer to a person who is not in the 
House. My point of order was that since a 
statement was made which on the face olthe 
record is a factually in corrent one. Shri 
George Fernandes alleged that seven 
companies came In to existence on the day 
when Shrl Krlshnamurthy resigned, since 
this is not true. I am only asking him to 
withdraw that one statement because the 
companies were registered and we know 
thallhey were in existence earlier 

[ Translation) 

SHRI GEORGE FERNANDES: I never 
stated that the cof1l>8nies were launched on 
the day of the retirement of Shri 
Krishnamurthy. I just said that the news 
broke out on the day of his retirement, One 
ot 'he Directors of the cofllXlny in his wife 
and the other is his brother. This company 
had made Investment In anothercof1l>8ny in 
which his son, daugter-in-law and brother 
were fundioing as Directors. Again there is 
another cof11>ClOy In which these three are 
the directors. Live this seven companies 
were floated-EDX Services Private ltd. 
( Interruptions) 

[English1 

MR DEPUTY SPEAKER: Mr. Reddaiah. 
why are you so sensitIVe? You will get a 
chance to rebut it. 

corfl)lalnt or a Minister statement of fact. If 
there Is no truth, let the hon. resign. 

[Translation] 

SHRIGEORGEFERNANDES:Onthe 
day ot his retirement I wrote a two page letter 
to the Hon. Prime Minister, wherein I pointed 
out much mora than what alii have stated in 
the House. However, I am still awaiting the 
reply trom the hon. Prime Minister. 8 or 10 
days have alreadypasseclslnce I despatched 
the letter .... (Interruptions) The Hon. Prime 
Ministerwill agree with me because alii have 
stated is substantiated with facts ... 
(Interruptions) 

1S.18.h .... 

[English) 

[SHRI RAM NAIK in the Chait} 

SHRI MURlI DEORA(Bombay South): 
Every new Chairman will give him one hour 
time: 

MR. CHAIRMAN: Mr. Deora, I would 
allow you to get up and say something if you 
want . proVided. he yiekls the floor to you. 

[ Translation) 

SHRI GEORGE FERNANDES: I will 
not speak much on Stvi Krishnamurthy's 
affair because he has alraady tendered his 
resignation, which probably has been 
accepted too. I am not sure because no 
announcement has been made In this regard. 
No one can imagine about his deeds. The 
Prime and most posh residential address of 

. India is in Delhi 23 A. Prithiviraj Road, where 
the TATA'S have built houses. 
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[English] 

It is by cheque payment at As. 4000 per 
squre foot. EDX Services Pvt. Ltd. earlier 
directors were Mrs. Krishnamurthy and Mr. 
Krishnamurthy's brother. When he became 
a Merrber of the Planning Commission, the 
director was one of his employees, and his 
brother because he got Into the Government. 
The day he ceased to be in Government, 
back again into that EDX and Mr. 
Krihsnamurthy when out of the Government 
receives payment for services in US dollars, 
in French francs and in British pounds. 

[ Translation] 

Therefore, do not go into the details of 
this whole affair because I know that you had 
very friendly relations with him. 

[English] 

SHRI MANI SHANKAR AIYAR: I want 
to give a personal explanation. 

( Interruptions) 

MR. CHAIRMAN: Pleasedonotdistrub 
him. 
Let him have his say. (Interruptions) 

SHRI MANI SHANKAR AIYAR: I have 
been a personal friend of Mr. Krishnamurhty 
since September 1971 when J first met him 
in my capacity as Private Secretary to the 
Minister of. Industrial Development; and I 
wish to add that I have been apersonalfrlend 
of Shri George Fernandes since I was a 
servant of the Government - I served the 
Minister for several days in Baghdad • in 
October 1976.1 aiso continue to be a personal 
friend of Shri George Fernandes despite the 
atrocities that he COlTVTlits In this House. And 
-Not recorded. 

therefore I am not at all ashamed of the fact 
that I was. I am and I will continue to be a 
personal formed of Mr. Krishnamurthy, until 
these kind of charges are sustained in a court 
of law and Mr. Kirhsnamurthy is held guilty. 
On that day. I shall cease to be a personal of 
Mr. Krishnamurthy. Until then,l will not accept 
whatever this person who kept Mr. 
Krishnamurthy as his Secretary and who 
gets up today and says something in true -
say iI in an act of total lack of fidelity against 
a man who has served him with great 
distinction for two years when this person 
was a Minister. He now sits around making 
his kind of allegation - when he knows even 
better than I do of.(lnterruplions) • Not 
recorded. 

[ Translation] 

SHRI GEORGE FERNANDES: I just 
wanted to establish the facts that he is his 
spokernan. 

[English] 

MR. CHAIRMAN: He has said already 
that the holds you also in good esteem. He 
has said that. 

( Interruptions) 

[Translation] 

SHRI GEORGE FERNANDES: I will nOt 
only substantiate each and every allegation 
but would like to give a hint that 
!ADA. (Interruptions) 

[English) 

SHRI MANI SHANKAR AIY AR: Mr. 
Krishnarnurthy is the person who introduced 
you to Siemens. (Interruptions) 

SHRI GEORGE FERNANDES: We are 
waiting for all this to come out. 
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(Eng.h) come out. (Interruptions) I would like to urge 

SHRIMANISHANKARAIYAR: You are 
a very wen known individual; and the JP will 
tum on you too. (Interruptions) 

[ T tansiationJ 

SHRI RAeI RAY (Kendrapada): Mr. 
Chairman, Sir, after you occupied the 
Chairman, you gave a ruling that any hon. 
Member desirous of raising point of order 
can do so only by rising from his seat. It does 
not be have the hon. Member like Shri Mani 
Shankar Aiyarto kept on commenting whole 
sitting in his seat. I am not sure whether will 
be allowed to speak or not. but your ruling 
should be adhered to. 

[English] 

MR. CHAIRMAN: I am thankful to him; 
let us not comment anything while sitting. Mr. 
George Fernandes will yield the Floor if 
somebody want to intervene. 

SHRI GEORGE FERNANDES: I am 
prepared to yield the Floor to him 10 diSCUSS 
any subject under the Sun. 

MR. CHAIRMAN: We are diSCUSSing 
only about the scam. 

[ Translation] 

SHRIGEORGE FERNANDES: We are 
prepared for everything .... (Interruptions) 

[EngliSh] 

MR. CHAIRMAN: We should only 
discuss about the scam and please 
concentrate on it. 

(lnrerruptions) 

[Translation) 

SHRIGEORGEFERNANDES:Hadwe 
been not prepared then we would have not 

him to go and enquire about the House in 
Bormay which has been rented out and Rs. 
500,000 were received as rent forthat house 
during last year by EDX Services Pvt. ltd. 
But where is that property located and whaT 
is the address? No property is actually owned, 
but still the payment of rent of Rs. 5.00,000 
received was shown, in the accounts. I have 
got all the accounts with me. You just find out 
this from them and if any convincing reply is 
elicited then do inform us. 

SHRI MANI SHANKAR AIYAR: If you 
Know the details then do tell us 

SHRI GEORGE FERNANDES: I have 
only to submit that since you are 
emphetMically speaKing without any proper 
Knowledge about that. it only proves that yeu 
have come here to del end this on the malers 
for which even In the Prime Minister is not 
ready to defend. (Inrerruptions) 

I am aware If it. He is in Doth the group!> 
otherwise, for us ... (Interruptions) Mr. 
Chairman, Sir, before I conclude the 
diSCUSSion on Banks' Involvement 

[English] 

MR CHAIRMAN: How much tme will 
you taKe? 

SHRIGEORGEFERNANDES: lamon 
the penultimate po lOt and I will lin ish very 
son. 

[ Translation] 

Before I conclude my speech in regard 
to the bank scandal I would like to speak in 
regC!fdto a particular sectton whICh has been 
mentroned neither inslOe nor outSide the 
House and that is the industrialist class Of 
India. The Industrials have ooen actively 
involved in this scam, whetherthey are Ta:,1O; 
Arnbanis, Birlas or any other Industrial hc'.]c" 
but no mention is being made aocu~ ,. : 
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houseS. I have mentioned various business 
hoses as an example, however, I would like 
to mention one name in particular, which is 
not at all being mentioned in the discussion; 
an inside trading is going on. Manipulation at 
such a large scale has taken place in the 
stock merket J~st because of the craze to sell 
shares at higher rates, to increase their 
capital and to have a strong hold over one's 
own company. However, this aspect is not at 
aU being discussed, as the hon. Minister of 
Finance has been reluctant even to refer to 
it. The involvement industrialists in security 
scam was ten times higher than 1hat of the 
brokers involvement. The industrialists 

. involved in this scam took the brokers unto 
their confidence and evolved the methods to 
generate resource to raise money. On the 
basis of their cordial relations With the Bank 
officials, they manipulated the stock market. 
I would like to mention at least one name 
definetfy out of these sinners. There had 
been a discussion once in the House in this 
regard but the han. Members did not take It 
seriously they had even committed a forgery 
to take the company in their own hands. 
however, the forgery was unveiled in the 
House thus preventing the company to be 
acquired by them. The name olthat company 
is Larsen and Tourbro or Reliance. The rate 
of the share of Reliance was Rs. 176/- in July 
last year but its price was Rs. 132/- in 
December 1991 ; and it stood up to Rs. 151/ 
- in January, Rs. 228/- in February, Rs. 437 
in March and it came down to Rs. 360/- in 
April and it again came down to Rs. 280/- in 
May but remains static at 360/- afterwards. 
During the month of June it was selling at the 
rate of Rs. 230/- Do you know what was the 
reason for this? It was done because the 
cOfTl>any wanted of its shares has come 
down even in the Euro market. How this 
manipulation was made in the stock market? 

Similar was the case with ACC shares. 
Can you claim that tit was an automatic 

Increase? There was also an insider trading 
in the shares of ACC. There was insider 
trading in Tata's shares and complete 
manipulation in Aubious shares. Then the 
level of manipulation rose to such an extent 
as the Bank of Oman wrote to the Reserve 
Bank of India during the month of December 
last year that it has got a deposit of Rs. 100 
crores in respect of Public Sector 
Undenakings. The Oman Bank was directed 
to pulthis amount althe disposal of Reliance. 
The Han. Minister of Finance should clarify 
the position. Later on they made complaint 
but no action had been taken in this matter. 
This indicates at what a large scale insider 
trading took place; this the allegations are 
not baseless, Now, I come to my last point 
before I conclude. 

[English] 

MR. CHAIRMAN: You have already 
taken two hours. Please wind up. 

SHRI GEORGE FERNANDES: You 
know that I not been allowed to speak for half 
the time. (Interruptions) I have been on my 
legs but if have not been allowed to 
speak. (Interruptions) 

[ Translation] 

Now I come to my last point which 
relates to the Public Sector Undertakings. 

I would like to read para 4 of Page 9 in 
the Janki Raman Committee of July 1992. 

[English] 

" Merchant banking subsidaries 01 
public sector banks have received 
large sums as inter corporate 
deposits and underPMS and similar 
schemes, and these lunds have 
been made available :0 Itlro1k."r~; 

under ready forwardde"h. \1'1 mAll'( 
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cases these deals are in respect of [English] 
transactions in shares and often 
the funds have been made available 
by public sector companies and 
public sector corporations. Where 
the funds are received under PMS, 
the susbidiary is acting only as an 
agent and the investment is made 
by the ~ntity which has placed the 
funds." 

Now, who is the entity? The entity can 
be the broker who has brought money from 
tl'lre public sector corporation or it can be the 
industriaiist who has brought menoy from 

'the public sector corporation. Both have 
been at work public sector enterprises. The 
brokers have been making deals with the 
concerned public sector corporation chiefs 
or the people who need menoy the 
industrialist who need m-.ney 

[ Translation] 

Banks lay a condition that the laon 
facility would be provided only to those who 
have a considerable amount in their account. 
l1lis is the exact source from where the 
money comes. 

[English) 

Now, Mr. Jankiraman has given a report 
in which he has said; 

"Where the funds are received under 
PMG, the subsidiary is acting only as an 
agent and the investment is made by the 
-entity which has placed the funds: 

Now, this is big a scam as any other 
sv;::.m. 

~., : '.~nslation) 

Now I would like to ask a few concrete 
questions from the hon. Minister of Finance. 
As I have document with me here which 
relates to the finance Ministry and was handed 
over to me by the Lok Sabha Secretariat 
yester ·ay. It is 

Most important notice of motion, by 
special messsenger Minister of Petroleum 
and Natural Gas. 

[ Translation) 

I had gove a Notice of Motion regarding 
the investments of ONGC and also a lost of 
the total investments made. I made an 
account of total transction made by the 
national banks in the country during lun~h 
hour when other Members were taking their 
lunch. 

[English] 

Rs. 4036 croes in differenttransactions. 
I know that it is not Rs. 4036 croes. There 
j ,>ve been renewals every month. Monies 
have been deposited generally for a month 
for trading bythe brokers on special inter'st 
for special considerations. 

[ Translation] 

These people deposited money in 
foreign banks. The total amount deposited 
during the two years I.e. tram 5.4.1990 to 
7.2.92 was Rs. 1365 crores. N w I would Hke 
to know from the han. Minister lh-- .. ",," 
ONGC being a Public Sect:;r U"O~r1""'~
has its own rules and regulations, in respect 
of investments. 

[English] 

There is a special ONGC Act and that 
Act does not permit this kind of money being 
deposited with the banks for investment in 
shares or for former deals or fo' any kind of 
deals. 

[ Translation] 

This is the money of the Government 
and there is a law also in this regard. I have 

.. a copy of the law in regard to it which may be 
applied in dealing with their money deposited 
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In Reserve Bank or in State Bank or any 
other bank nominated on behalf of the 
Reserve Bank:-

[English] 

Section 19 (3) of the ONGC Act, 1959 
provides: • · 

" All monies of the Commission 
shall be deposited in the Reserve 
Bank of India or with the agents of 
that bank or in a corresponding 
new bank constituted under the 
banking companies (Acquisition and 
Transfer of Undertakings)Act, 1970 
or in such other bank as may be 
prescribed or in a Government 
treasury or be Invested in such 
securities as may be approved by 
the Central Government.· 

Why do you nod your head. I have the 
documents. This law has not been amended. 
It is an unamended law. It was given to me 
during Question Hour. It is about deposits. 
There is no low for public sector undertakings, 
but there are laws for the O.N.G.C. How this 
law was violated by you people? 

The hen. Finance Minister gave a 
statement somewhere, which I read. Because 
this question about the Chairman and 
managing director is being discussed for last 
several days. Someone said that some 
officer's son is working in a foreign ban. Then 
the Finance Minister said that he was is not 
working. But he did not say that his daughter 
and his son in law are working in a foreign 
bank. How long will you people speak. The 
Finance Minister stood up and gave a 
certificate to Shri S.L. Khosla that the latters' 
son is not in a foreign bank. He his correct 
(Interruptions) in Latin it is said-

Suppressio very, suggetio falsi 

It is well said, why does hon. Finance 
Minister protect these people is beyond my 
comprehension. Did the officer not tell him 
that his daughter and son-in-law are working 

In a foreign bank even if the son is not there 
. Someone has misinformed. I can give 
names, I shall not referto their names. I shall 
not refer to their names. I shall not refer to 
their names. Since the last two years public 
undertakings are playing their game. No one 
should say that our Government was there in 
1990. An officer working with a public sector 
undertaking who indulged in corrurption 
should not be exonerated on the ground that 
he was working whenourpartywas in power. 
There is no such rule like I am not standing 
rare to discuss who was there on which date. 
How the public sector undertakings money 
was misutilized. How many companies 
deposited their money these banks? Shall 
I make a reference to ' SAIL' or the Port 
Trust. The Ministries which had money with 
them and with their public undertakings 
deposited the same in these banks in 
connivance with the brokers and industrialists. 
This money went to the Satta Bajaar or H 
went to different capitalists fortheir personal 
use. I say with utmost responsibility that a 
minimum of 2 and maximum of 5 percent 
commission was given for doing this work. 
You should seal all the files to these the 
companies which in the last two years, from 
the beginning of 1990, violated all laws to do 
this work which they were not authorised to 
do' Action should be taken against them for 
depositing the surplus in violation of all laws. 
(Interruptions) 

The defaulters shall be jailed. I have 
written a letter to the Prime Minister and 
asked him. 

[English] 

I had asked him. " Have you asked your 
Ministers of Petroleum, Energy, Surface 
Transport, Communications, Steel and 
Industry to explain the circumstances in 
which the moneys of the undertakings or the 
money in their charge were given and for 
what consideration? And the least that you 
should do is to seek their resignation forthwilh 
and I urge you do that". 

[Translation] 

The list will come. You need not worry 
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above that. Mr. Chairman, Sir, I shall starteddscussinglt.lthinkthishashappened 
C9flCIude. Yesterday a question was asked forthe ftrSttime. We are doing attheexpense 
ahd a challenge was thrown by Shri Murii of Government business. I do not say that 
Oeora who said. this discussion is not ifTl)Ortant. This has its 

(EngBsh] 

SHRI SRIKANTA JENA (Cuttack): Sir, 
now Shri George Femandes has aJIeged that 
these are the MinislrleslMinislersconcerned. 
They have deposited the moneys from out of 
the public sector undertakings under their 
charge in the banks. The money available in 
their portfolio management has gone to 
brokers and to the capital market. Ultimately 
th$ whole scam came up from these public 
sectors, only since money went from public 
o&~ors. Shri Femandes is demanding 
resignation of the Ministers but the Finance 
Minister is keeping mum This is the crux of 
the matter. 

MR. CHAIRMAN: The Ministerwill reply 
in the end. 

SHRI SRIKANTA JENA: Sir, we are 
discussing this issue. I am interested to 
know, the House will be interested to know. 

THEMINISTEROFPARUAMENTARY 
AFFAIRS (SHRIGHUlAMNABIAZAD): Sir, 
I'have other submission to make. This is 
going on as a one-sided affair. 

MR. CHAIRMAN: Let him complete 
first. 

SHRI SAIKANTA JENA: Money came 
from the public sectors. Several Ministers 
are in charge of these public sectors. Are 
Ministers not responsible? Shri Femandes 
has alleged that the Ministers have violated 
the 9uidelines given by the Finance Ministry; 
th,r 1'1 are responsible and they should resign. 
Ii .. has alleged six ministries andthe Finance 
Minister is keeping mum He has not said 
\,nythlng whether It is a fad o' not. We would 
like to discuss this matter at length. 

SHRt GHULAM NABIIV.AD: I would 
like to Infonn the House that discussion on 
this parttular subjec:l started on 9th of July_ 
After four days It wiD be one month since we 

importance and that is why on the very first 
day when this matter was raised, we agreed 
forafulfledgeddiscussionandsubsequently 
no less a person than the Prime Minister 
himself agreed for a Joint Parliamentary 
Committee to go into this aspect. Since we 
have agreed for a fulfledged discussion, that 
does not mean that we should discuss it for 
months together. But that is what is 
happening. We can discuss it for a day; for 
two days but not for 27 days. ,I would request 
that we should complete this discussion 
today. I think we are doing great injustice to 
Govemment business. It is the duty of the 
House to transact some Government 
business also. 

I am seeing the trend in the House for 
the last two days. Whenever it comes to 6.00 
o'clock, Members say we will continue the 
discuSsion tomorrow. I was going through 
the record and Ifoundthat out of seven hours 
that the discussion has took place, the ruling 
party which is almost haH ofthe total strength 
of the House has been given only one hoyr. 

SHRI HARI KISHORE SINGH 
(Sheohar): You were trying to persuade your 
members but they were reluctant to defend 
you. 

SHRIGHULAM NABIAZAD: So,lwould 
request the Chair to give time t ) the ruling 
party Members also. 

[Translation) 

MR. CHAIRMAN: Since this point has 
come up I will only say that this has been 
going on for long. 

SHRI GHULAM NABI AZAD: I have not 
said even a word. You, as the Chairman 
should judge for yourself. How can the ruling 
party, which is almost half ot the strength of 
the House, get only one hour as against 
seven hours for which discussion has taken 
place. 
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MR. CHAIRMAN: Do not enter into 
arguments with the Chair. 

I would suggest that a meeting in this 
regard should be held with the Speaker. I wi" 
gobythe list which has been prepared by the 
Deputy Speaker and I would urge ShriGeorge 
Fernandes, since he has taken sufficient 
time, to finish this speech within 3 or 4 
minutes. You should complete the last point 
which you were making. 

SHRI GEORGE FERNANDES: I will 
obey your order and I finish within four 
minutes. 

[ Translation] 

You challenged me when yesterday 
name of Shri T.V. Ruia was mentioned. H 
was said that I was ignoring the real culprits. 

, (Interruptions) 

The other people's names are Shri P. 
Paliwal. .... (Interruptions) I shall not go into 
too many details, otherwise there will again 
be a dispute. If Fair growth is named, I can 
name Shri P.O. luthra also. We can name 
such people who are involved somewhere or 
the otther and are related to people in power. 
I can say where the connections are 
Yesterday it is he only who said .. what 
relationship Shri T. V. Riua has got with the 
Congress Party. He also said that he is the 
President of the Congress party in Bombay. 
(Interruptions) .... 

He is very far from the high command. 
If he wants I can prve it. After 28th February, 
within a period two monts i.e. in the month of 
June T.V. Ruia's cOf1llanies gave Rs. 7.5 
lakh, Rs. 10 lakh and Rs. 7.S/akh to the Raj;v 
Gandhi Foundation. So there areconnections 
everywhere ..... (Interruptions) 

[English] 

SHRI MANI SHANKAR AIYAR: Is the 

Rajiv Gandhi Foundation connected with the 
Government of India? Please don't say that. 

[ Translation] 

SHRI GEORGE FERNANDES: When 
there was a raid on Harshad Mehta on the 
28th February, a raid was also conducted on 
the residence of Shri T.V. Ruia. Han;ahd 
Mehta gave Rs. 6.25 lakh in the name of 
Growmore Research and Management 
limited, Rs. 6.25 lakh in the name of B.B. 
Jyotsna and Rs. 6.251akh in the name of his 
brother, Ashwin Mehta. On all he gave Rs. 
251akh and T.V. Ruiagave Rs. 25lakh. The 
money was given and this is on record. I 
should not name other people right now. ' 

(Interruptions) 

A huge amount was spent on keeping 
records. The officials had to be sent to 
various places too conduct raids in connection 
with the scam neither you nor the august 
House can imagine it. Day before yesterday 
some one said here about Mundhra Scandal. 
H ;s correct that this scandal cannot be 
compred to that scandal. That was a matter 
of Rs. 1.26 crore. This is a matter of more 
than Rs. 10,000 crore, there is one thing 
common in both of them I shall conclude by 
reading out one thing. 

(Interruptions) 

I shall read out what Justice Vinain Bose 
had said .... : (Interruptions) ...... . 

(English] 

What Justice Vivian Bose says in his 
Enquiry, that I am going to quote now. He 
says: 

Mr. Mundhara's donations to 
Congress Funds and his action in keeping 
the Kanpur Mill open to please the 
Government and help them for· political 
reasons fit in with the assistance theory and 
furnish a possible motive for giving him the 
money ....•... We, therefore, reach- the 
conclusion that the object of the June 
transaction was to help Mr. Mundhra. As 
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regards the motive forlhis, it is obscure. We he referred 10 some other trust. I would 
do not feel that we have been told the whole request that this is not fair for Mr. George 
truth andwe are not able totravel beyond the Fernandes to name anybody's name. 
record. So far as Ihe record goes, the only Yesterday, in his speech, he referred to 
motive that suggests itseH is the one we have three-four persons and the last name he was 
referred 10, namely a qUid pro quo for the looking at me and menlioned about one Mr. 
donations given by Mr. Mundhra to the AnandJain. I found out today in the morning 
Congress Funds and an attempt to fulfill the and I was told -I do not know whether It is true 
promises made to him about the Kanpur that there was no FIR filed for him and his 
Mills. name was not mentioned In the court. That 

is what I was told. Yesterday you said you 
[Translation] mentioned four names. It has come in the 

newspapers in Bombay Delhi and all over 
Shri Feroz Gandhi had done all this. He the country. FIR was not filed against. 

had made this exposure. 

Mr. Chairman, Sir, there is certainly a 
difference between these two cases, because 
that was a small case whereas this is a very 

, big case. This work was done at that time by 
Feroz Gandhi on behalf of the Congress 
party for bringing cleanliness at high levels In 
politics and public life of this country. The 
scandal which has arisen here today is several 
limes bigger than this. There is why you are 
standing here to defend it. You are refusing 
to reveal the facts. But there was one 
similarity. At that time it was connection of 
money and now also it a case of monetary 
connection. 

Mr. Chairman, Sir, today I conclude the 
first chapter here and express my thanks to 
you. 

[English] 

MR. CHAIRMAN(Bombay South): Are 
you on a point of order? 

SHRI MURAU DEORA (Bombay 
South): I am on a personal explanation 
because he has referred my name. 
Yesterday, when Mr. George Fernandes 

,spoke about Mr. T.B. Rusia and Bombay 
Congress (Interruptions) He said, Bombay 
Congress. (Interruptions) Yesterday he said, 
not today.Yesterday he said, and I got up 
and said this. I am the President of the 
Congress Party in the Bombay City for the 
last 11 years; and I have never seen Mr. T.B. 
Ruia nor have I talked to him. (Interruptions) 
That was expunged. (Interruptions) Today 

[ Translation] 

SHRI GEORGE FERNANDES: No, I 
did not say that Mr. Chairman. Sir, In orderto 
dispel! misunderstanding if any, I would like 
to point out what I spoke yesterday. I said 
only this much that some of those people 
were present in the meeting. The names of 
four brokers and five Bank officers were 
mentioned in the F.I.R. file. Butthe names 01 
other four persons were not included in the 
F.I.R. because of their political shelter even 
after their names were given. I told only this 
much. 

SHRI MURAU DEORA: I would like to 
tell the same thing to Shri Fernandes. I want 
to say that neither do I have any relation with 
accused Shri T.B. Ruia, nor have I any 
connection with him. Moreover I have not 
seen him for the last twenty years. Secondly 
I would inform Shri Fernandes. that I am not 
talking about those whose names are 
mentioned in the F.J. R. file, and it is not 
pro~r to name those whose names are not 
mentioned in the F.I.R. file. Everybody has 
got some self-respect. The persons whose 
names appear in newspapers face difficulties 
in doing other works. I have heard that the 
names you gone yesterday, were neither 10 
the FIR nor are they mentioned anywhere. 
That is why, I am requesting him not to do so. 

SHRI GEORGE FERNANDES: Sir, I 
said, yesterday, that after the F.I.R. was 
lodged, they were present in the meeting, 
the list of. their names was put fourth to the 
Board. It was Mr. Kamath perhaps he was 
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the General Manager of Canara Bank or 
someone else of which cannot be said 
definitely. 

[E~ 

suggest, that as an earnest of the gratitude, 
we feel to the film indUstry, we retum from 
Parliament to the film industry this great 
dramaactor,whom,wehaveseenperlorming 
today, Shri George Fernandes. I have a 
specific role to suggest. Now that Helen has 
grown a little old, I suggest that this great 
sti1Hease artiste who was teRing us for the 

MRCHAIRMAN:Areyouinagreermnt last 2 hours and 27 minutes that he was 
with him? going to reveal all, just throwing off one veil 

SHRIGEORGEFERNANOES:No, lir. 
I am not in agreement 

MR. CHAIRMAN: Let him c:orf1>Iete it. 

SHRI MURAU DEORA: I have already 
completed it. 

SHRI GEORGE FERNANDES: I must 
make a darification. 

Thus the names of four brokers and five 
Bank officers were included in it, not the 
accused; those who were present at a 
meeting called for a settlement.. Besides, 
these were other four persons present in the 
meeting, including the Chairman and 
Managing-Director of the Canara Bank, Shri 
J V Shakti, averyfamous name; their names 
were not mentioned as having been present 
at that meeting. How could the Chairman 
and Managing-Director of the Canara Bank 
be accused? At least not yet. How could the 
other officersofthe Canara Bank not present 
be accused? How could the other officers of 
the Canara Bank were present as the 
accused? (Interruptions) 

MR. CHAIRMAN: I think, both have 
clarified their positions. Shri Mani Shankar 
Aiyer, you can start now. 

SHRI MANI SHANKAR AIYER 
(Mayiladuturalj: Mr. Chairman, Sir, I am 
deeply grateful to you that you have given 
me the opportunity to speak immediately 
after the manhasand of the opposition has 
finished his intervention. 

We owe as a Partiament a major debt to 
the tim Nustry because we have stolen 
Shri Rajesh Khanna from the film industry. , 

after the other and then ended up looking 
nothing like but Shri George Fernandes. 
Maybe he is the right person to take on the 
role after Helen as a strip-tease artiste. 

" that is not the role that he wishes to 
play, I suggest that the next thing we might 
to do is to get Shri George Femandes into the 
Buiness Book of Records because thus far 
we only have this great big book of Kannan 
which was shown to us just-now, 151akh 
words upon how the stocks and shares of 
this country are runafld the second position 
has now been taken by the number of words 
which we hCllle heard from Shri George 
Fernandes over 2 hours and 27 minutes 
which have enlightened us certainly up to a 
point. 

What is the main enlightenment that we 
have received from Shri Femandes. He took 
2 hours and 27 minutes to tell us that we are 
faced with a scandal of scandalous 
preparations. H takes us four works and 
three initials to say the something. It is a 
scandal of scandulous proportions and that 
is why W9 have proposed a JPC. 

Sir, I appeared on a television 
programme with Shri Saifuddin Choundhury 
just before the start of this session. When the 
question of this scam came up, he asked me 
on the television screen whether we were 
willing to accept JPC? This was seen the 
ultimately effective way of handling the 
scam. I was unable to answer him there 
because I have no authorily to do so. But I do 
say with some pride that I too have made my 
contribution to ensuring It that the main 
request of the Opposition in rasped of this 
matter which came In the inter-sessional 
period, namely the establishment ot a Joint 
Parliamentary Convnitteeshould be the path 
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that we follow. because this scandal is a scandal which has 

I hope and pray that despite the 
forebodings that were expressed In Shri 
Jaswant Singh's Intervention some one 
month ago, the opposition will not new play 
the same trick upon this country that they 
played when we established a Joint 
Parliamentary Committee on the BofOlS 
Issue. I plead with Shrl Fernandes as 
somebody who has reaRy studied this issue, 
who has enormous amount of knowledge 
about what went wrong, who has got contadS 
that are invaluable, whose friendship with 
Shrl Bhupen Dalal is one of the most 
interesting elements of this entire scam, that 
we have geniuses, fiscal geniuses like Shri 
George Fernandes fully participate in the 
work of the Joint Parliamentary Committee. 

We would not regret ShriJawantSingh's 
absence if the BJP were not to put him in 
because after all every time I see him, I find 
myself using words that have to be got 
expunged. When I see Shri George 
Femandes, and I seethe way in which he has 
gathered enough evidence to go on for 2 
hours and 27 minutes and still have so much 
left to reveal to us, I want him in the J.P.C. 

The most interesting thing about the 
names of the Ministers he would not reveal 
is that only if he does so, some of us back-
benchers may be able to get in. This key 
information, he has been threatening to give 
this country for the last two months- and we 
have not heard any of it. n does not matter. 
I am hoping that as a resun of Shri George 
Fernandes's participation in the Joint 
ParJiamentary Committee, we\will be able to 
arrive at the truth, which he is v.ery anxious 
to arrive at and which, we onthis side of the 
House match. 

16.00 hrs. 

Perhaps our Interest to get to the truth 
is even greater than that of the Opposition. 
About one thing I am certain now; that our 
sincerity Is no less than their sincerity, that 
our insistence on finding out what went 
wrong, and who was responsible and what 
was the nexus is at least as keen as theirs is. 

affected us, not as a Government so much 
but as nation. AD of us have been deeply 
wounded as a result of this scam and f we 
are angle to discover how to It went wrong, 
why it went wrong, who was responsible to 
make It go wrong, then perhaps, we would 
not only find those heads which we wish to 
see roIfing, but also effect the systemic 
changes that are necessary to prevent the 
system from being misused in the manner in 
which It has been misused. 

lamas concemedas ShriFemandes or 
any of his colleagues is, to find out who the 
individuals were, who were responsible of all 
tbal 'has happened. But I suggest that, if we 
did not have systemic1lacunae. we could not 
have hadcriminals exptgitinp1hose lacunae. 
And, therefore, until we lind Qut .what those 
systemic:lacune were, andimwtheaiminals 
exploited1hose lacunae, we wiD .not be able 
to sufficiently expose thelinksofttle high ups 
with the criminals involved. I wemlt al1he 
wrong end at this linkage, or I we .concem 
exclusively with getting hold at Yr.:X or Mr. 
Y, and then come here to shed atltCOdIIe 
tears overthern.' do notthink we will be.abIe 
to undo the harmthat has been done to us as 
a nation. 

Now, theJoint ParliamentaryCommittBe 
affotds, first, the oppor1Unilyat understanding 
how this system was working, then attefTl)t 
to understand what went the wholes in this 
system. which clever, if criminal, people Ii<e 
Shri Harshad Mehta were able to spot and 
then exploit; and having exploited them. to 
make so much money that it reaches 
astronomical proportions .. galactical 
proportions that were simply unconceived of 
by the oranary .Indian. Then we have to see 
who these aiminaIs were associated with, 
among the establishments with a view to 
seeing whetherthere was active connivance 
or whether there was pressure quiescence 
and whethertherewas even encouragement 
by high level people to this kind of criminal 
activity. 

Therefore, I do not think it would be fair 
on the par1 of Shri Somnath Chatterjee or 
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others to decide the attef1l)ts being made by 
the Finance Ministerto draw attention to this 
systemic failure. I do not think the Finance 
Minister means that the systemic failure will 
expunge the responsibility of individuals. 
Those responsibilities will remain. But it is not 
possible for us to even gauge the depth ofthe 
criminality involved in establishing the 
personalities who have been associated with 
the scam untH we first gauge the depths to 
which these wholes in the system, these 
lacunae in the system, reach 

TheJPC affords us a golden opportunity 
to look into all of this. We need to look at the 
linkage between ifTl>roperprocedures, which 
led to criminals acts, and then to the political 
linkages of these criminals. That, I think, is 
the job that we really need to do as a national 
exercise not as Government vests the 
Opposition, but all of us together against the 
enemies of this nation. Because those who 
who have been responsible for this scam 
cannot be treated merely as criminals, as 
convnon criminals. They are traitors, they 
are people who have so destroyed the 
financial institutions of this country that have 
damaged us in the eyes of the world, and 
damaged the prospects of the future 
generations whom we hold in trust as the 
govemors of this country today. 

H these systemic lacunae had not 
existed, we would not have had the scam. In 
other words, the systemic lacunae were the 
pre-COndition for the scam. 

Now, what were these lacunae? When 
did they arise? This is very important. If we 
are able to establish that these lacunae 
came into existence swayarrtJllu on the 21 st 
of June 1991, then there is simply no doubt 
that the present Govemment of India, the 
Government of Shri Narasimha Rao, of which 
Shri Manmohan Singh is the Finance 
Minister, Is the only Govemment towards 
whom we have to tum. I am sorry, I should 
go one step further. H it tums out to be that 
it was not on the 21 st of June 1992 that these 
lacunae came into existence but on the 
Budget Day 1992, then I think, we have to 

hold the Finance Minister responsible. But If 
these lacunae existed eartier, I think, we 
need to go back, and see when they came 
into existence and why they came into 
existence. 

Sir, I am completely convinced that at 
the time they came into existence, it did not 
come about because of any criminal intent. 
It is not my intention at all to suggest that 
when these lacunae came into existence, 
they were deliberately brought in with criminal 
intent in mind It may be that one or the other 
individual was so far sighted that there was 
such a great chess player upon this board of 
the Stock Exchange that he was able to spot 
that if he created such a lacuna, he could 
exploit it four or five years later. If that is so, 
we will find it out in the JPC. The point is that 
in order to orient the work 01 the JPC in the 
right direction, this is not the forum for us t,:, 
provide the answers; this is the fOri.', ,lOr us 
to pose the questions. Unless the right 
questions are posed, the right answers will 
not come out. Consequently, I think it is 
extremely important to an understanding of 
what happened to make an assessment of 
not only what these lacunae were but when 
they arose. And, it turns out that they arose 
in the past, then we have to see whetherthe}· 
should have been plugged eartierorwhether 
they could not have been plugged until the 
Janakiraman Committee report came before 
us. 

Sir, let us take one of these lacunae to 
which Shri George Fernandes drew attention. 
He quoted from this rather bulky document, 
that he was carrying about that the reports of 
the assets and liabilities Scheduled Banks of 
were presented to the Reserve Bank of India 
as on Friday. I would submit that at least 
prima facie the first procedural irregularity 
which enabled this scam to take place was 
the precise one towards which Shri 
Femandes· has painted his finger; that a 
bank was required to state where it stood 
only on a Friday. It was not required to tell the 
Central Bank of India, what it was doing on 
Monday, Tuesday, Wednesday and 
Thursday. And, of course, in the lines of the 
famous Greek song they never did it on a 
Suoday. So, ifthis very silly rule had not been 
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brought into existence, thatthe Central Bank Reserve Bank of India Act, brought to the 
will be informed of what is happening only as attention of commercial banks that a number 
on the last Friday of the month or taking a of measures were being ttaken by the 
specific day of the month, perhaps we would commercial banks which were not proper. 
not have run into the kind of difficulty that we I think it is important to take into, account the 
have. And may be one of the solutions in the date. In July, 1991, he present Govemment 
future is that we must try and see whether by of India had been in power for a few weeks 
using modem techniques -I hope that we will and I do not think all these illegal or improper 
have the cooperation of the CPI(M) methods that were being resorted to my 
dominated trades unio. \ t.l:k -: 'lat in orderto commercial banks in their relationship with 
prevent a scam which ulk(,ately steals the brokers and with the moneys of the public 
money of the poorwe can allow sector undertakings and with the moneys of 
computerisation to take place in transactions the banks themselves started only on the 
that run into lakhs and crores and deals in 21 st June, 1991. There had been a practice 
sums of money as we have been told, which of these things going on for a long period. I 
amount to lakhs of crores. Therefore, the have no idea when it started. It may have 
sscond lacuna which we need to start seeing started on the 7th November, 1990, it may 
is that the absence of modem methods to even have started on the 29th of November, 
deal with a modem economy has given the 1989, it may have started on the 31st 
opening to criminals to be able to spot where DecerTber, 1984. I do not know. But what we 
we can go wrong. Then, Mr. Femandesdrew do know is that probably during the pendency 
attention, I think quite correctly to the of at least three Governments - the 
provisions of the Reserve Bank of India Act Government of Shri Chandra Shekhar, the 
and the laws that as pertained thereto, which Government of Shri Vishwanath Pratap Singh 

, say that a directive can be issued by the and possibly the Government of Shri Rajiv 
Reserve Bank of India on the instructions of Gandhi - these sort of activities were 
the Central Government. rumoured to be undertaken in the stock 

Now, I think the fact that a directive was 
issued by the Reserve Bank of India in July, 
1991 does amount to a recognition by the 
Reserve Bank of India ..... 

SHRI GEORGE FERNANDES: I am on 
a point of order. It was not a directive. It was 
only a request. Later when they found that 
that request was not being implemented, 
they wrote another letter which was still more 
of a request. 

SHRI MANI SHANKAR AIYAR: I accept 
the amendment. I am sorry. I made a mistake 
in saying this was a directive. I was thinking 
of a process where there is a relationship 
between commercial banks and the Central 
Bank and a process that leads eventually to 
a directive in case something has been 
spotted as going wrong and not being 
complied with. I agree that I made a technical 
mistake here. I withdraw what I have said. In 
July, 1991, the Central Bank, acting in 
exercise of the powers conferred on it by the 

market. It was dealt with, at that stage as a 
somewhat technical matter because while 
they were improper and wrong in themselves, 
they did not, at that stage, have the 
consequence of amounting to a scam. They 
amounted to the flouting of normal banking 
practices, banking customs and banking 
traditions and possibly banking laws. It was 
in the non-scam circumstances that in July, 
1991- with the politeness which comes 
naturally to Shri Venkitaramanan and does 
not come naturally to Shri George Fernandes, 
a letter, in the usuallangiJage in which such 
letters are written, was addressed to the 
commercial banks concemed. Now, the 
Reserve Bank of India is not a policing 
Organisation. The Reserve Bank of India's 
role is not to investigate crime. That is the 
function of the CBI and of the late Shri 
Madhavan. The Reserve Bank of India's role 
is to spot where ... (Interruptions) Late in the 
sense late of the CBI. (Interruptions) 

MR. CHAIRMAN: No, No, I think, it is 
only of late. That means' recently'. • 
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I SHRI MANI SHANKAR AN AR: It is the role of the Reserve Bank of India to attempt, '0 sea what are the systemicfailuras that are 
lending to take place or are taking place and 
~ alert the commercial banks to the fact that 
,hese systemic failures are not in accordance 
with usage, tradition or even the law. The 
~rve Bank of India did this. It did rely, as 
It is the fundion of the Central Bank to 
normally rely on compliance reports that 
Went submitted by the scheduled banks 

mad. Now, many of the scheduled 
who submitted compliance reports 

re, in fact. complying with the lettarof July. 
991. As Shri George Fernandes has rightly 

intedout, the major criminals in this regard 
rna faciewerefourbrokers andfourbanks. 
was not the totality, and since the bulk of 

he commercial banks concemed were not 
bnlyco~ with the request made byIhe 
Central Bank of India, but also sent in 
bompliance reporttnat were accurate. I think 
it was reasonable on the part of the Reserve 
aank of India to accept the compliance 
reports but to deal with them as a controlling 
authority, with some alemant of scepticism. 
trying to sea whether there were ways in 
tNhich these lacunae needs to be plugged. It 
was when the scam erupted that it became 
a matter of urgent pressing necessity to not 
only discover whether compliance reports 
had been sent but to discover whether 
accurate compliance reports had been sent, 
and to set in process a motion which would 
lead to the discovery of criminality. if such 
criminality existed. And that is exactly what 
started towards the end of January. 1992 
before we were aware, as a Parliament, of 
!he nature of the transadions being conducted 
on the Bombay Stock Exchange. It was, if I 
am not mistaken, very soon alter this lok 
Sabha brought into existence the new Act 
daaUng with SEBI and gave it the powers to 
look into precisely this kind of issue. that I 
understand from the newspapers - I leave 
this to be authenticated or denied by the 
'-4inister of Finance - that there was a 
~mmunication from the c.~rman of SEBI 
to the Ministry of Finance saying thai ioOI(, it 
:;88m to us that something is going wrong; 
:ell us what we should do about it. And very 
:>rop8r1y, the Ministry of Finance said that 
fOU have come into existence precisely to 

into thousands of crores of I'IJ{J9SS 
take action in such circumstances andWlO18 
to them and said that as the Lok Sabba. 
representing the will of 850 million Indians. 
has given this responsibility to you, it is for 
you to act upon what you have head. 

The new SEBI is new. It will take a little 
time forthemto get going and, therefore, the 
Ministry of Finance, in the Department of 
Revenue, started1he process of discovering 
whetherth8f8was a scam and, if so, of what 
proportions. And mind you, Sir, at this stage, 
there has been no.ord in this, the highest 
forum of democraqia ourcountry, about the 
.existence of a scam. Mr. Harshad Mehta's 
name was never utteRld here. It was merely 
being seen on the front pages of several 
magazines which our friends from the 
Opposition usually rely on to come up with 
thaif information. At that time, when action 
was being taken by us, some of the raids that 
were undertaken, began to reveal that there 
was a scandal of rather large proportions 
going on. And when it became claar towards 
the beginning g of March, 1992, at a time 
when this House was still not seized of the 
matter, that it started becoming clear that 
there was a scam. 

Those who were involved in the scam 
knew that there was a very long chain that if 
a debt owed to one bank could be paid off by 
credit obtained from another bank and then 
the debt owed to the second bank paid off by 
a credit obtained from the third bank. and so 
on and so on and so forth, then they could 
indefinitely allow themselves not to be caught 
and put nobody in any trouble. Where it went 
wrong was that at the end of the day when 
towards April, 1992, it became clear that 
there were a large number of Scheduled 
banks owned by the Govemment of India 
that were knee-deep in this crisis and could 
get themselves out only if the man whom 
they had been involved with, orthe men they 
had been involved with wenttogettlng money 
from somewhere else. when that moment of 
truth arrived. there was only one bank that in 
an overt sin of commission, knowing that this 
was methodbywhich tile criminal responsible 
could perhaps get ual:aa!lll!, !landed over 
a very large sum of money to that Individuai 
and then the buck stopped here. I think it is 
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extremely important for the Joint we meet in the Joint Parliamental 
Parliamentary Committee, not this body, to Committee. 
ask who was the head of that bank. I think Mr. 
George Fernandes very correctly used the 
expl9SSion ultimately with respect to the 
National Housing Bank. 

Now the National Housing Bank had as 
its Chairman a person who had distinguished 
himself as something of a financial genius 
but ~. 1, on the occasion of his leaving the 
financial institution for which he was 
responsible, went under something of a 
cioud. Now, whowas responsible for naming 
a financial genius-on that there is no doubt-
who went underacloud- onwhichpoint also 
there was no doubt as the acting Chairman 
of that bank? 

There is a difference between a 
Government which commits the sin of 
commission of appointing as Chairman, a 
man who is under a cloud and a sin of 
omission of another Government which does 
not remove him. At the same time, I would 
wish to cOf1l)liment the Govemment of 
India, today's Govemment of India, the 
Government of Shri P.V. Narasimha Rao, 
that, throughout the lifetime of Shri Pherwani, 

, they took the greatest care to ensure that 
even if Mr. Pherwani's financial genius was 
essential to such an ifTl)Ortant bank of the 
country, until the charge of moral turpitude 
upon him was removed without a shadow.of 
doubt, they would not confirm him. That is 
why, the National Housing Bank remained 
without a proper fulfledged, well-installed 
,~~i~ for such a long time.l1hink it !sthe 
~nsibility of the JaiI'It ParlialTlElAtary 
Committee to make an inquiry as to how out 
ot 850 million people, a Govemment which I 
charged yesterday wlh being tbe most 
corrupt Government this country has seen 
ever since Independence, named that man 
as its acting Chairman. Why did they do it? 
Who was the link? Who were the people who 
went and talted to him? Why pick on someone 
like this is one of the questions. I am not 
concerned with it being a central question. 
But because Shri George Fernandes quite 
correctly described this as • ultimately· the 
Bank which was responsible, I think we 
should look into this question as well when 

Equally, there was this insider tradin 
that has been going on. Does the evidenc 
that we have with us suggest that insidE 
trading began on Budget Day, 1992, i 
which case only Mr. Manmohan Singh i 
responsible? Did it begin on the 21 st of JuOE 
1991 in which case Mr. Narasimha Rao' 
Govemment is responsible exclusively? Oi 
it begin earlier, in which case we need t 
know what were the system failures the 
were responsible for allowing inSidertradin~. 
to take place and to give some credit to 
Government such as ours which, spotti 
the ills of inSider trading that were taki 
place e in our COU:1try, brought in that Act 
which I made a reference a minute ago, t 
Act which revamped the SEBI. 

Let us look at this with fairness al 
equity in the long-term interest of the natio 
I need to plead this because we heard in ttl 
House a very dangerous doctrine, a Jasci 
doctrine, a doctrine which was applied 
terms of law only· in one country, Hitlel 
Germany, the doctrine of rever~ 

jurisprudence, We were told by It 
representative.ofthaBharatiyaJanata Pari 
Shri Jaswant Singh in another context~ 
mentionitbecauseheistheonewhoopen~ 
thisdebate-thatinsuchmattersguiltmust~ 
proved, must be presumed and innocen 
must be proved. This is not a doctrine r 
Government is either willing to accept. no 
methodology which we are willing to apf 
even to Mr. George Fernandes. I c 
assuming in the face of evidence that h 
been given that Shri GeOlQe femandes is 
innocent man, until he is proved in a court 
law ., be guilty. I used three words whi 
ware expunged by the Chair which I fou 
have been used in the British Parliament!: 
I do not know why they were expunged t 
because I cannot use three words, let I 
use afourthword.lfind it utterlysanctimoni< 
on the part of Mr. Jaswant Singh to get ur 
this House and in effect charge a lady y, 
was a martyr to this country and who led 
Party, and who made political mistakes 
also was responsible for high acts 
statesmanship, to be described as invo" 
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in some way in the murder of a Police Office 
who died in a car accident. Why do I have to 
assume that just because Shri Jaswant 
Singh and his ilk, who are capable of this sort 
of an act, say so that people who belong to 
this great Congress tradition are responsible 
for such an act. I cannot accept this, Mr. 
Chairman, that in the name of reverse 
jurisprudence, the Opposition will Ievei 
charges which they assume to be true until 
the person charged is able to prove that they 
are not true. \it is the first principle of natural 
law, and it is the first principle of our 
Constitution, and it is the first principle of our 
legal system and the first principle of our 
jurisprudence, if not of Hitler's jurisprudence, 
that a man is presumed innocent until he is 
proved guilty. Charges can certainly be laid. 
There is a method by which it is investigated. 
It is possible forthe Police to file an FIR which 
tums out to be wrong; it is possible for a 
ProsecU1ion to be conducted which is then 
rejected by the Courts and it is certainly true 
that while this long procedure is on, the 
person charged suffered a great deal. Butt at 
no point in our legal system, can we say that 
Shrimati Indira Gandhi is either a murderer 
or an accessory before the fact or accessory 
after the fact because some Police Officer 
died in a car accident. When such charges 
are made, I use four epithets epithets alienate 
the person who has made them one, 
expunged, two, expunged; three, expunged 
and fourth-sanctimonious. (Interruptions) I. 
ampreparedto concede that Igreatly admire 
a system in which so powerful a man as Mr. 
Clark Clifford is actually sent to jail for the 
Srimes that the committed. I would like that 
I . If ,nthlScountry, no one be above the law. the 
~resident is responSible for a crime under 
,he law, as an .individual, he must go to jail; 
I the Prime Minister is. he must go to jail; if 
{'e Finance Minister is, he must go to jail, 
,Interruptions) If he is involved truly in the 
~ynamite case, then, he too should go to jail. 
~ut until it is proved that Shri George 
:ernandes attempted 10 mu rdering 

thousands of people, I will assume that he is 
innocent. It goes against all the information 
we have. But I, as a democratic individual· 
and a non-Member of the BJP believe himto 
be an innocent. 

[ Translation] 

SHRIGEORGE FERNANDES: You are 
a new comer to this House. Prior to this 
incident, I was interrupted twice in the House 
alleging that I had done it and during the 
period of Mrs. Indira Gandhi I had told that if 
anybody imposes dictatorship in this country, 
I would use dynamite again more 
meticulously. If there is dictatorShip, every 
measure is right to remove it. (Interruptions) 

SHRI MANI SHANKAR AIYAR: I would 
like to come to another very important 
constitU1ional point which I think the Joint 
Par1iamentary Committee should bear in 
mind. When the Central Bank of India was· 
established. 

IT fanslation) 

SHRI RAM NAGINA MISHRA: Mr. 
George has just now said that he will use 
dynamite again, more vehemently if 
dictatorship is brought back. There are varied 
opinions about it. There is a possibility that 
according to you or in my opinion. There may 
be dictatorship. If aseniorMemberchalienges 
that he will use dynamite in the event of 
restoration of dictatorship, it is nor fair, forthe 
country. Shri Femandes should not have 
said so .. (Interruptions) 

MR. CHAIRMAN: There is no point of 
order in it. This is your personal opinion and 
that was his own .. (Interruptions) 

{English] 

SHRI MANJ SHANKAR AIYAR: Mr. 
Chairman, Sir, J am grateful to Shri George 
Femandes that he drew our attention to a 
document which J think ... (Interruptions) I 
was talking about one other point. I was 
saying, when I was interrupted, that in 1937 
when the Reserve Bank of India was set up, 
there was a Special Act which was designed 
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to keep It apart from the Government. Now a procedural lapse, if it is found that there 
this Act we have continued to persist with in was a systemic lacuna which prevailed in 
the years since then. Perhaps, I am wrong 1991, then the Finance Minister in 1991 
about 1937, It was 1935. In British times, should be held to be ~xactly as culpable as 
when the Reserve Bank of India was the Finance Minister in 1990 if that lacuna 
constituted, there was a deliberate act of existed then orthe Finance Minister in 1977 
Partiamenlthat was designed to maintain for if the lacuna existed then. You cannot have 
the Reserve Bank a certain element of one swear type of since sanceforthegoose 
autonomy vis·a-vis the Government of India. and another type of sauce for the gander. 
And that degree of autonomy has not only There has to be on law which we all observe 
been maintained since Independence but especially as the law is dated. As my friend 
even strengthened. I think that if we were to Shri George Fernandes has told me, lamnot 
make the central bank of our country an arm validating the truth of it, it is the Rules of 
of ourGovernment,thenthat bank would not Business dated 24th January, 1961 have 
be able to perform its functions. remained unattended, virigin of since then. 
Consequently, any sin of omission or When you take this into account, I want to 

'commission committed by the Reserve know if Mr. Ratnakar was an undesirable 
Bank cannot and should not be automatically individual who should have been caught. 
attributed to the Central Government as its earlier whether Mr. Ratnakarwas flourishing 
responsibility. I think we ought to be very for not flourishing between the 29th of 
clear in our minds that if something has gone November 1989 and the 21st of June 1991. 
wrong with regard to the central bank of the If Shri Manmohan Singh is going to be held 
country, what should or should not be done culpable in any way for anything that Mr. 
should be assessed in terms of the Act by Ratnakar did or do not do, between the 21 st 
which the Reserve Bank of India has been June 1991 and the day on which he happily 
created and by which it has sustained. passed on, the 2nd January" 1992, if he is 

As regards govemmental responsibility, 
I think George Sahib had a very good pOint 
in drawing attention to the Rules of Business. 
I as a civil servant, have lived with these 
Rules of Business for many years and I had 
no idea when they were promulgated. I am 
deeply grateful to my friend Shri George that 
he has added this nugget of information to 
my rather small treasury of knowledge that 
the Rules of Business date back not only to 
the 24th of January, 1961 but have no been 
amended since then. I suggest that all the 
directions 01lhe Government of India Whether 

, it was the Government of PanditJawaharalal 
Nehru uptill 1964, the Govemment of Shri 
Lal Bahadur Shastri till January 1966, the 
Governments of Shrimati Indira Gandhi 
between 1966 and 1977 and from 1980 to 
1984, or of Shri Rajiv Gandhi from 1984 to 
1989 or of Shri P.V. Narasimha Rao from 
1991 till today or the Governments of the 
Janata Party between 1977 and 1979, of the 
National Frontfrom 19891ill1990andof Shri 
Chandra Shekhar's interregnum from 1990 
to 1991 , should be judged by exactly the 
same yardstick. 11 it is found that there was 

going to be held culpable for anything that 
gentleman or his company did in that period 
of six months and a few days, then I do not 
think those who were responsible for allowing 
Mr. Ratnakar to flourish between the 7th of 
November 1990 and the 20th of June 1991 
orthose who allowed himto flourish between 
the 29th of November, 1989 and the 7th of 
November, 1990 should be allowed to get 
away. And if it maintained that those 
Ministers were not really responsible forthe 
excesses of Shri Ratnakar, then I do not 
think that you can hold Shri Manmohan 
Singh alone responsible for that. It comes 
back, again and again, to first, a question of 
systemic failure, and only then to a question 
of personalities. 

Sir, we were told that the Bank of Karad 
with a capital on only Rs. 30. 721akhs . thank 
you for the exact figure, it is the kind of 
information which enables me to go to sleep 
With a good conscience - was able to indulge 
in bank receipts of Rs. 1,200 crores. Now, I 
do not think that this scandal satarted when 
the bank receipts value reached Rs. 1200 
crores. The scandal started on the date that 
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the bank receipts reached Rs. 30.72 lakhs. 
Whose was the Government when the Bank 
of Karad started indulging in a totality of bank 
receipts equalto its capitalised value? Which 
was the Government that permitted it to rise 
beyond Es. 30.72 lakhs? Which was the 
Government which kept absolutely quiet when 
Rs . .30. 72 lakhs became a crore, a crore 
became a five crores; five crore become fifty 
crore; fifty crore became a hundred crore, a 
hundred crore became five hundred crore 
became state thousand crore? If it had not 
risen from Rs. 30. 721akhs toRs. 1,1 99 crore, 
it could not have reached Rs. 1200 crore. So 
let us, in determining the personalities who 
are culpable, discover where the system 
went wrong during the period when several 
individuals were involved. 

Now I come to the Standard Chartered 
Banks activities. Were they confined to this 
the criminality, this consorting with the high 
and the mighty, this easy access to the 
establishment, this business of giving gifts to 
one another, receiving gifts from Harshad 
Mehta and giving him little gifts in exchange 
for the big one? Was it all confined to the 
period between the 21st of June, 1991 and 
some date at the end of April1992? Was not 
the Standard Bank involved in undesirable 
activities even criminal activities, between 
the 29th of November, 1989 and the 20th of 
June 1991? And if so, should we not ask 
those who were responsible for our system 
in those days to stand up at least a little away, 
perhaps get down on their knees rather than 
stand up and say mea culpa 

SHRI SYED SHAHABUDDIN 
(Kishanganj): I think you are belonging to a 
point which do not merit so much attention 
and so much of time. Those Finance Ministers 
have come and gone, Whether they have 

· done well or done ill by their office, but they 
are no more with us. We are concerned with 
the present. for the moment. We can only 
take the skin of Shri Manmohan Singh. 

SHRI MAN I SHANKAR AIYAR: I accept 
the point that they have come and gone. We 
cannot get them to resign because the people 

of India have kicked them out. But I cannot 
accept that Shri Manmohan Singh should 
carry the can for mistakes that were 
committed before he came into office nor 
can I accept that he did nothing about it, 
when we all know from the record that within 
two weeks or so of his coming into power, the 
Reserve Bank of India took the precaution of 
saying that if they go on doing these 
procedural irregularities, they are going to 
arrive at some difficulty. 

SHRI SYED SHAHABUDDIN: You are 
claiming under credit us. Even that circular 
might have been initiated before Dr. 
Manmohan Singh took office. 

SHRI MANI SHANKAR AIYAR: Shri 
Bhupen Dalal's son has been mentioned. 
The name of Shri Bhupen Dalal, who is a 
source of so much information to our friend, 
Shri George Fernandes, The friendship 
between Shri Bhupen Dalal and Shri George 
Fernandes is also, I submit, a subject worthy 
of investigation by the Joint Parliamentary 
Committee. 

[MR. SPEAKER in the Chaitj 

I want to know when Mr. Bhupen Dalal's 
son became a director of the Bank of Karad 
or continued as a director of the Bank of 
Karad. Did the Railway Minister of the then 
Government assuming collective 
responsibility for the sins of the Government 
to which he belonged, did the Kashmir Affairs 
de-facto Minister of that Government stand 
up in that Cabinet to which he was going in 
his crumpled pyjamas on a regular basis and 
tellthemthatthe greatest sin that has afflided 
this country is that my friend, my close friend, 
my informant Mr. Bhupen Dalal's son is a 
director of the Bank of Karad? Did he at that 
time get up and say that he had a report of 
the Bank of Karad and had on its cover a 
photograph of Shri Sharad Pawar? He did 
not do it. When he knew, I did not. 

The difference is that since Mr. Bhupen 
Dalal did not tell him what a criminal he was, 
whereas apparently on a daily basis and 
convivially he was informing Mr. George 
Fernandes of all of his activities, he does 
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nothing when he was a Minister. And now he without which there would have been 
says that because the people of India have absolutely no scam 
kicked him out of this House and out of the 
Government, he is not responsible lor the 
excesses he committed and then holds my 
friend Mr. Manmohan Singh, a monumentto 
integrity, a man who is a messaiah of the 
great changes that are taking place in this 
country, a gentleman who is going to be 
responsible lor making India one of the great 
economic powers of the 21 st century, 
responsible. You are attempting to throw 
mud on him. 

I would like to assure Mr. George 
Femandes that it is not a Teflon Finance 
Minister that we have. It is a man who is an 
absolute symbol of honesty and integrity. 
Your attempt, and worse the attempts of that 
gentleman, who as Prime Minister of India 
employed this person as his Chief Economic 
Advisor and is now crying on a regular basis 
in this House because he has become 
Finance Minister and this man has been so 
discredited that not only has he ceased to be 
the Prime Ministerbut has become a footnote 
in history, and one of the most despised 
footnotes in history at that and because he is 
fun of jealousy and full of rage he spends his 
time abusing an honest and good man 
whom we have here, will not succeed. 

The same applies to banking, which is 
not a subject of Parliamentary scrutiny. If, as 
I believe and George agrees, banks should 
also be brought under parliamentary scrutiny, 
he should have done something about it 
when he was a minister twice over in 1977 
and 1989. Now I hope one of the results of 
the Joint Parliamentary Committee will be 
that we will be able to fulfill our joint duty. 

Equally this applies to bankers receipts. 
Bankers receipts did not begin on the 21 st of 
June 1991. If bankers receipts had not existed. 
this scam would not have been taken place. 
I think it was the duty of the previous Finance 
Ministers, including the gentleman who was 
the Finance Minister 01 India from the 31st 
December 1984 till January 1987, to hold 
themselves responsible for having allowed 
the system of bankers receipts of the kind 
that Mr. George Femandes showed us 

Similarly the involvement of four foreign 
banks cannot be held against all foreign 
banks. Yet about these four foreign banks 
which have been so involved, if their 
criminality was known earlier than in the last 
few weeks, then these banks should have 
been closed down at the time when they 
were indulging in the activities that we now 
know about. They were not" They were 
permitted to continue by the two previous 
governments. I do not see how the Finance 
Minister can be held responsible for the sins 
of either Standard Chartered or anybody 
else. 

Equally, a charge was made that the 
reason why we do not act against these 
foreign banks is that these foreign banks 
employ the children or other relatives of 
government officers. These relatives were 
employees of these foreign banks when the 
two previous governments were in office. If 
it IS such a crime as IS now being made out 
lor some Secretary to the Govemment off 
India to have a child who is bright enough to 
be taken by Citibank or Standard Chartered, 
if it is such a crime, surely it was the duty oj 
those who were in office when these crimes 
were originally being committed to have put 
a stop to it. They allowed it to happen. II they 
had not allowed many of these officers to 
have their children work in these banks, they 
would not have been in a position today to 
say, • When we allow those children to work, 
we are not at fault; when you allow them to 
work, then you are conniving with them·. 

The something is about the charge that 
has been made against Mr. Krishnamurthy. 
We were told first that on the day he resigned, 
he founded seven companies. This was 
amended so to say that on the day he 
resigned, there seven companies came to 
the forefront. If they came to the forefront.... 

[ Trans/arion] 

May I know the then Government did 
nottake immediate and prompt action against 
them. When these seven companies came 
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to the notice of then Government, the 
Government did not take action against 
them because they were innocent. It is not 
fair to level allegation of such kind against a 
person who is not present in the House but 
he rendered services to him as a Secretvy 
during his Ministership. Because of s r:h 
betrayal you are in opposition and we ; ~ in 

. the Govemment. We are loyal. We k. 'Wi 
howtocommend and adhere to ourprinciples. 
You do not know these two persons. One of 
the persons served you and it is not good to 
level such allegations against him. It seems 
to me that... (Interruptions) 

SHRI HARI KISHORE SINGH 
(Sheohar): Did he render his services to- him 
or he served the Govemment? 

SHRI MANI SHANKAR AIYAR: He 
served him and not the Government alone. 

SHRI HARI KISHORE SINGH: Please 
point out what service did he render to him. 

SHRI MANI SHANKAR AIYAR: I will let 
you know. I shall stop my strip-tease only 
when Shri Fernandes puts an endto his strip-
tease strategies. I want to know it... 

[English] 

Mr. George Fernandes referred to the 
ONGC Accounts tor two years. It was he 
himself who said that it was fortwo years. We 
have been in office only for a year and the 
accounts of this year, the year that started in 
April 1992 have not still been presented. The 
accounts were presented to his Government. 
Those accounts, according to Mr. George 
Fernandes, showed that his Government 
was guilty of conniving in the breaking of the 
ONGC Act. Why do he not know it earlier? 
He tells us that he did not know; it was only 
today that somebody told him. What sort of 
a Minister was he? He was a Minister form 
1989 to 1990, when we had an ONGC act. 
He is so concerned about it today because 
he only 'earned about it toady. Sir. are you 
surprised that he was booted out by the 
people of India? We cannot have such an 
irresponsible Minister. Everyone knows now. 

He has mentioned the ONGC; he has 
mentioned the SAil; he has mentioned the 
Port trust. It is clear that all public sector 
undertakings were investing their surplus 
funds in the stock market through brokers. 
Was this a personal failure? Was this a 
systemic failure? I think it there was something 
systematically wrong. And that we should 
first establish what was the systemic mistake 
and then attempt to correct it; once we 
correct it, in that process, we will discover 
who are the personalities involved who had 
criminal links with criminals. Against them, 
let us proceed in the courts of law. 

Simply by pretending in Press 
Conferences that. "' have got lists; I have got 
seven Ministers' names; I am going to get' 
them tomorrow' I am going to come out with 
the names day after tomorrow', this kind of 
drama alright for' Helan in Bollywood'; but it 
is not suitable for a distinguished Member of 
this House. 

Sir, I wish to draw attention to a very 
serious and extremely unfounded charge 
that was made by Shri George Fernandes 
with respect to the Rajiv Gandhi Foundation. 
Firstly, Mr. Speaker. Sir, when he charged 
the Rajiv Gandhi Foundation with having 
received moneys form Mr. T.B. Ruia and 
others after the scam was known, he was 
attempting to establish that there is a nexus 
between the Government and the Rajiv 
Gandhi Foundation. He was attempting to 

. make out that sums of money given to the 
Rajiv Gandhi Foundation constitute bribes to 
the Government of India. I take serious 
objection to this at an institutional level and 
also take serious objection to this at a personal 
level owing to the fact that even though Mr. 
George Fernandes does not know how to be 
faithful to those who are good to him, I will 
never depart from my plighted truth to be 
good to a man who was good to me< I will not 
stand In this House and suffer totally 
unfounded allegation being made to besmirch 
either the reputation of that dead person or 
the reputation of his widow, who is the 
chairperson of the RajivGandhi Foundation 
(Interruptions). I am not yielding. 

Also when Mr. George Fernandes gets 
up and quotes from It\e Vivian Bose Inquiry 
CommiSSion, as he did, the reference was to 
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the sums of money that were paid by those [Translation] 
involved In that scanal into Congress funds. 
When he reads that portion out and then sits 
down with that smug smirk upon his face, 
then we know that he Is attempting in the 
devious ways for which he Is well known to 
pretend that the Rajiv Gandhi Foundation 
constitutes Congress funds. It does not. This 
Is a foundation that has been established for 
carrying forward the ideals of on of the 

, greatest Indians that this century has seen. 
And if there was no intention one Mr. 
Femandes ' part to draw any parallel or any 
connection between Congress funds and 
the Rajiv Gandhi Foundation, then I just do 
not see what was meant by his referring to 
sums of money that mayor may not have 
been paid to the Rajiv Gandhi Foundation. 

The Rajiv Gandhi Foundation is not the 
Central Bureau of Investigation. It is not for 
us to sit around and find out the antecedents 
of everybody who makes the contribution. 
There i~ only one cheque that the Rajiv 
Gandhi Foundation would reject. It is a cheque 
which we receive from the criminal hands of 
Mr. George Femandes. 

And I call those hands criminal because 
I think, the Joint Parliamentary Committee 
should investigate while it is checking on 
systemic failures, the systemic failure that 
was responsible for the scandal of the New 
India Cooperative Bank in which Mr. George 
Femandes is not only knee-deep, he is not 
onlywaist~p, he is not only neck-deep, he 
Is head-deep, in the filth of that New India 
Cooperative Bank and, if not his blood-
brother, at least his political brother, Mr. 
Ranjit Bhanu, Is the Chairman of this Bank. 
Had it not been for the failure of the system 
that Ur. Uanmohan Singh is running, Mr. 
George Femandes and his friends would not 
have been allowed to get away with the 
criminality involved in the New India 
Cooperative Bank. 

I suggest that while we look into all other 
things, the G.P .C. shOUld also probe the links 
of Mr. George Femandes with this Bank as 
also probe the links of Ur. George Femandes 
wfth Bhupen Dalal. (Interruptions) 

SHRI GEORGE FERNANDES: Mr. 
Speaker, Sir, I have to point out two things. 
The first point is for clarification, and I have 
to clarify the last issue. When hon. Members 
deliver a speech in the House, many things 
are spoken just for fun. Therefore, I would 
like to you clarify one thing because time and 
again the friendship and conviviality between 
Shri Bhupen Dalal and George Fernandes, 
have been mentioned and many other words 
have been used to describe it. 

After one week of his release form jail. 
Shri Bhupen Dalal came to meet me today 
for the first time (Interruptions) He told me 
everything about this episode. Prior to this 
incident I had no connection or relation with 
Bhupen Dalal. And I want to say this thing for 
the sake of record only. I have nothing to do 
with his allegations. Secondly, he has 
mentioned about the New India Cooperative 
Bank. I want to say only this much that I 
challenge the Government to investigate 
whatever it can do under the Joint 
PartiamentaryCommittee because the valour 
of the Government lies in such investigation 
only. 

[English} 

MR. SPEAKER: Well, we have been 
discussing this matter for a pretty long time 
and I think we shall have to conclude the 
discussion today itself. Now, we have not 
restricted the Merl\bers from making their 
points here and we would not like to. Butthen 
this matter has to be concluded today and I 
hope the Members will cooperative with me 
in this respect. 

May I request Mr. Indrajit Gupta to 
speak? 

SHRIINDRAJIT GUPTA (Midnapore): 
Mr. Speaker Sir, you have called me at a 
stage when you are proposing to impose a 
sort of guillotine. Of course, I would not 
presume to speak for two hours and twenty 
minutes. But I hope, at least. minus the two 
hours part of it, I will be allowed to make a few 
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points. I do not really want to take up much 
time because we are now in a situation 

ere the Joint Parliamentary Committee is 
about to be finalised; its terms of reference 
have b, en finalised; the composition is not 
yet finalised. I hope it will be done. Sir, in a 
day or two, mainly at your initiative. And the 
JPC can commence its work. I am not in 
favourof anybody at aI/though their speeches 
orthrough this debate, wittinglyorunw ',ingly, 
trying to prompt the work of theJPC because 
the JPC is a common venture of the whole 
House and we have decided on that 
mechanism, and device and everybody here 
thinks rightly that the Joint Parliamenta' , 

• Committee is the most effectll'e 
representative and impartial, objective 
instrument which can be fashioned by us, by 
this Parliament for making a comprehensive 
probe into this whole affair. I am saying this 
for one reason. Without me. ning any 
disrespect to the Prime Minister, I have to 
say and I do not th' .k that the statement that 
was made in the 'louse yesterday by the 
Prime Minister goes with the approaching 
context of the JPC. Of course, I understand 
his compulsions because the newspapers 
and the Press .... 

MR. SPEAKER: To be fairto him, I must 
say that this suggestion for JPC also has 
come from the Govemment side, may be 
from the Prime Minister himself. 

SHRI INDRAJIT GUPTA: It is true. For 
some days, the Press was hinting at or 
publishing or suggesting some Ministers 
names. 

MR. SPEAKER: You were very nice to 
me when you said that at my instance, this 
was done. But I must say that it was at the 
instance of the Government. 

SHRI INDRAJITGUPTA: large number 
of Ministers, without being names, perhaps, 
were being hinted at as being in" Ived in one 
way or the other or in the scam. And what 
wa appening in the Jastfewweeks? I dare 
to .. aythat a number of people in this country 
and certainly the newspaper-reading public 

at large would be nursing some suspicions. 
t is inevitable in a matter like this. And, 
therefore, the Prime Minister thought it fit, I 
suppose, to come here and make a statement 
saying that from whatever information he 
had been able to obtain and trom whatever 
inquiries he had made, he was convinced 
that none of his Ministers are involved in any 
way. But, Sir, Ithink it is betterlhatthis matter 
should have been left to the JPC. It is tor the 
JPC 10 find out, if it comes across any 
evidence, if it is able to investigate the various 
links in this whole affair and if it comes across 
something which involves or ifl1>licates one 
or more Ministers. This should be left to the 
JPC. Things being what they ae in this 
country, I do not think that the Prime Minister 
giving blanket assurance that as far as he is 
concerned, no Ministers are involved, is 
going to convince anybody. 

SHRIIND RAJIT(Darjeeling). He made 
it clear that on the basis of the information 
given by the Ministers to the Prime Minister, 
he was saying so. This is qualified, 
(/nteffuptions) 

17.00 hrs. 

SHRIINCJRAJITGUPTA: Idonotexpect 
every Minister to be like Mr. Chidarmaram. 
I do not expect every Minister to admit that 
he is in any way mixed up with this affair. H 
we are to go by that, I think it would be better 
it the Ministers who have assured the Prime 
Minister of their innocence were to furnish 
some kind of an affidavit. Would they be 
prepared to make an affidavit and make it 
available to the Prime Minister or make H 
available to the House? The way in which H 
has now been done, I win not say that it is a 
breach of priety. but I do say that in an 
indirect way, it does seek to pre-empt the 
Parliamentary Committee's work and 
thinking. 

THE MINISTER OF HEAlTH AND 
FAMILY WELFARE (SHRIM.L FOTEDAR): 
I may just remind the hon. Memberthat H is 
not incumbent on the members of the Council 
of Ministers to furnish any property statement 
tothe House. But underthe rules of business. 
every member of the CouncU of Ministers is 
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supp -ad to furnish the account of his SHRIINDRAJIT GUPTA: I think Mr. 
property - both moveable and immoveable - Fotadar has made the case worse! But 
first at the time of his appointment as 3 anyway, that is upto him. At best, one can 
Minister and secondly on 31 March of every say that the Prime Minister's statement was 
year. So, all the Members of the Council of a sort of prima facie judgement on tha basis 
Ministers are supposedto fumish the account of what his Ministers have told him. It is all 
to the Prime Minister. And same is the right. He is entitled to make such a statement. 
procedure in the States also. So, I do not He has to have some confidence in his 
think it is necessary that the Prime Minister Ministers and he has made a prima facie 
shouldasktheMinisterstofumishastatement :.,talemen\. I am saying this, because i' this 
beca" .e the Prime Minister has already got House when other people make prima facie 
the property statements of all the members obs~rvations, obiections are raised. Even a 
of his Col ... i! of Ministers every year in his person like the Home Minister did it a few 
office. weeks ago about what he had seen in 

SHRIINDRAJIT GUPTA: I do not "now 
why Shri Foteder is e!Tl>hasising the words 
'supposed to be'. He is supposed to do this, 
he is supposed to do that and so on. Does he 
mean to say that they may not have, actually 
OOsn doing it? 

SHRI M.L. FOTEDAR: No. no. It is 
, obligatory on the part of the Ministers. 

THEMINISTEROFPARUAME ·fARY 
AFFAIRS (SHRI GHUlAM NABI AZAD): It 
is a must. 

[Trcmslation] 

SHRI RAM VIlAS PA" ,iAN (Rosera): 
But how rr ny han. ilAinisters of this 
Government furnish the statement of their 
property, ne fourth of the han. Ministers 
have not furnished. 

SHRI M.L. FOTEDAR: You might not 
have furnished it during your tenure. 

SHRI RAM VIlAS PASWAN: Shri 
Sitaram Kesri said yes erday that he did not 
have the information. 

[£ngish] 

SHRI M.l. FOTEDAR: Shri Ram Vilas 
Paswan is not correct. Shri Kesri has s .. ted 
that he ( at givt any statement to the 
Prime Minister in response to some query. 
He must have given this statement. 

,.:t. SPEAKER: Yes, version iscorrect. 

(Interruptions' 

Ayodhya. When he stated that he was, prima 
facie of the opinion that the court's order has 
been Violated, there was a big hullabaloo and 
pandemonium in this House that when there 
was a court going to the whole affair, he 
should not have made a statement which 
might pressuriselhatcourt.ln the same way, 
I am saying that when no less a person than 
the Prime Minister has made a prima facie 
observation which he is entitled to do about 
the conduct of his Ministers, I would not have 
objected to, if the JPC was not about to start 
functioning. But when the JPC is in the 
offing, which the Prime Minister himself has 
suggested and proposEll:, and when the 
whole House has accepted it, I think a little 
more patience should have been shown and 
the matter should have been left to the JPC. 

Secondly, we read now in the 
newspapers - if it is wrong, it should be 
contributed and I will be happy-that the 
Reserve Bank has decided to appoint a 
private firm of chanereo a::.countants to 
examine the functronlng of the RBI and 
redefine its functioning. 

THE MINISTER OF FINANCE (SHRI 
MANMOHAN SINGH): I think there IS some 
misunderstanding. As far a I urderstand, 
this is a management firm which hclS been 
engaged by the, :eserve BanK to help them 
to streamlining their managef'lent functions. 
It has got nothing to do With redetlnlng tne 
functions of the Reserve BanK. 

SHRI INDRAJIT GUPTA: But why 
should thiS be done Just at this moment? 
Streamlining the functions of the Reserve 
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change. 

Bank or for that matter of any Commercial 
Bank or any of the public sector bank will 
surely form part of the observations and 
recommendations of the JPC. The Terms of 
Reference have called upon the JPC to 
make specific recommendations as to how 
to streamline, improve and make more 
efficient the functions of the bank. Why 
should they pick this moment to appoint 
some private firm to do this? 

SHRI MANMOHAN SINGH: Don't 
expect this. Once it has come to the notice, 
is not it obligatory on the part of the 
Management to find ways and means of 
improving that? That in no way impinges on 
the work of the JPC. 

SHRIINDRAJITGUPTA: It is apeculiar 
situation. 

SHRI RABI RAY: I want to bring the 
notice of what the Governor of the Reserve 
Bank of India has said. I am quoting from the 
Statesman. 

" The Reserve Bank Governor, Mr. 
S. Venkitaramanan, today said, the 
leading Management Consultant 
firm A.P. Ferguson and Company 
had been asked to assist an internal 
task force set up by RBI to 
strengthen its functioning in view of 
thevastlychangedeconomicscene. 

MR. VENKITARAMANAN said, it 
had become imperative to take 
stock of the latest situation in the 
wake of the Government's new 
economic reform and liberalisation 
programme to better reguldte the 
banking system and focus the future 
role of RBI. 

It was lor this purpose that the 
internal task force consisting of 24 
officers was set up a year ago and 
it was allowed to take management 
expertise from the firm". 

So, you are going to make a policy 

SHRI MANMOHAN SINGH: That is not 
going to be done. 

SHRI INDERA JIT (Darjeeling): You 
should go by what the Finance Minister has 
said. . 

SHRIINDRAJIT GUPTA: JPC is there 
to decide whether they should go by what he 
has said and what he has not said. Who are 
you to say this? 

SHR I RAB I RAY: It is the statement of 
the RBI Governor. 

SHRIINDRAJITGUPTA: We will go by 
whatthe JPC has said; eventually. Why have 
they set it up? Why are you going to set it up? 

Anyway, everything is going on record. 
All the records of these discussions will also 
be available to the JPC. 

Many things have been stated here. 
Many names have been mentioned. Many 
allegations have been made. Many counter-
alleg ations have been made. They will, surely, 
if necessary, be examined by the JPC, by 
calling iorthose records. Many things can be 
verified by JPC. So, we have taken note also 
of what the Finance Minister has stated here 
about the news on RBI. 

SHRI MAN MOHAN SINGH: You asked 
me, that is why I have clarified. 

SHRI INDRAJIT GUPTA: That is all 
right. It is your jobto clarify it. You were once 
the Governor of the Reserve Bank of India, 
just as Mr. George Fernandes, was the 
Minister at various times to which my friend 
over there kept on referring. You had also 
served as Governor of the Reserve Bank, 
the same Reserve Bank which presides over 
the banking system of our country. I do not 
think that the things which are cOming to light 
now, which according to you are systemic 
failures are only some things which have not 
developed over-night. They had been going 
on for years. I am sure, you were the 
Governor then. These things were already 
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there (Interruptions) the JPC. 

SHRI MANMOHAN SINGH: Ithink, you 
are just trying to re-charge me. You said 
yourself that let the JPC find that out. I left 
Governorship of the Reserve Bank, eight 
years ago. Now, without knowing anything, 
you are levying charges. It does not behove 
of a senior Member like you to say that these 
things were going on when I was the Governor 
of the Reserve Bank. If you have any shred. 
of evidence, you should produce it here. 

SHRI TARIT BARAN TOPDAR 
(Barrackpore): Was there any different 
5ystem at that time? 

SHRI INDRAJIT GUPTA: I have not 
made any charge on you. I am sorry that you 
got provoked. Alii said was that you were the 
Governor of Reserve Bank. 

SHRI MAN MOHAN SINGH: I left the 
Govemorship, eight years ago. 

SHRIINDRAJIT GUPTA: Are you trying 
to imply that eight years ago, these banks 
were not there? 

SHRI MAN MOHAN SINGH: I do not 
know. 

SHRIINDRAJIT GUPTA: You do not 
now! So, it is now for the JPC to find that out 
( Interruptions) 

SHRI MAN MOHAN SINGH: If you are 
saying that you know it, then you say it here. 
Without knowing, you are imputing motives. 

SHRI TAR IT BARAN TOPDAR: Are you 
afriad of it? 

SHRI MAN MOHAN SINGH: I am not 
~ afraid of anyone of you. I can ?ssure you 
'that. My conduct during the last twenty years 
that I had been in the Govemment will 
vouchsafe for it. If you have anything,. then 
I would say, you don't have to say it here, you 
don't have to wait tor the JPC, you give all 
yourevidencetotheLeaderoftheOpposition 
and I will abide by the decision of the Leader 
of the Opposition. You don't have to wait for 

SHRI HARI KISHORE SINGH: Nobody 
has accused you: 

SHRI INDRAJIT GUPTA: I am really 
very very sorry. I do not know why you are 
talking in terms of being afraid or not afraid. 

But, I am really, sincerely sorry that my 
words have provoked you to this extent 
(Interruptions) 

MR. SPEAKER: I do not see innuendes 
in his statement. Let us not instigate matters 
in the House. 

SHRI INDRAJIT GUPTA: Another 
matter which is also reported in the Press -
It may be wrong; I do not know; somebody 
can here contradict that one also -there is a 
report which has disturbed us, namely it may 
not have anything to do directly with the 
Ministry of Finance; but it is a connected 
matter· that the Department of Personnel is 
preparing some sort of a case or a dossier 
against Mr. Madhavan; it is reported in the 
Press on the front page today that a case is 
being prepared in aCCUSing him for having 
violated the Official Secret Act, not now, but 
with retrospective effect; some case is being 
built up that during Mr. V.P. Singh's regime, 
Mr. Madhavan was guilty of violating the 
Official Secret Act; and a kind of a case or a 
dossier is being built up against him. But this 
is also a strange thing because nobody knew 
about it all these years it has only come to 
light now when he has put in his papers 
having even entrusted with this very crucial 
investigation. So, it seems more than a 
coincidence to me. I am saying all these 
things that on the eve of JPC starting its 
work, some of these things do not taste very 
well in the mouth as to what is going on. 
However, I leave it because I do not want to 
provoke anybody. 

I also think that after all now we should 
concentrate on some of the pOints, some , 
cannot go through all of them, which we 
would like JPC to go into. There are so many 
things in the inter im report of Mr. 
J::m::akiraman. I am giving one instance from 
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page eight. It reads as follows: 

AlmOst all the payments made by 
the National Housing Bank by 
means of an account payee cheque 
drawn on the RBI and issued in 
favour of the counter party bank 
have been collected and credited 
to the current account of Harshad 
Mehta maintained with SBI and 
ANZ Grindleys Bank". 

Now, surely, an obvious thing that we 
should try to find out is on whose instructions 
they did this; when this big sums of money, 
so many hundreds of crores of rupees worth 
of payment was made by the Nationai 
Housing Bank and put mto the personal 
acccunt of Harsnad Mehta by an account 
payee cheque, on whose instructions were 
they doing it; somebody must have instructed 
the bank. Is that not to be found out. Dr. 
Manmohan Singh? 

THE MINISTER OF FINANCE (SHRI 
MAN MOHAN SINGH): I will do that. 

SHRIINDRAJIT GUPTA: Perhaps you 
already know; I do nol know. 

SHRIMANMOHANSINGH: Sorry,ldo 
not know. 

SHRIINDRAJIT GUPTA: I should also 
like the JPC to go deeply into the role of 
statutory auditors of the banks; every bank 
has a statutory auditor; these Audit Reports 
always certify. There is a common column. 
They always write at the end before the 
signatures of the auditors that they have 
gone into the accounts and the accounts 
have shown ., a true and fair view of the state 
of Affairs". This is the standard formulation 
used by auditors, certified auditors, statutory 
auditors. But, in spite of writing this thing, 
giving a sort of overall certilicate to the bank 
for showing their true and fair view in their 
balance-sheet, for example, the Bank of 
Karad - it was submitted to statutory audit 
every year - has to be liquidated by the 
Reserve Bank of India in spite 01 such Audit 

Reports. A very serious matter. 

They are registered members 01 the 
Institute of Chartered Accountants of India. 
all these auditors. The Chartered Accounts 
of India Institute was created by an act ofthis 
Parliament. They are supposed to be honest 
profeSSionals. Now, in view of What is 
happening, in view of the fact that even the 
Janaklraman Committee Reports says that 
there are so many cases in which slip-shed 
auditing is done, a large number of branches 
of various banks are not audited at all, nol 
visited by the auditors, their books are not 
examined and these balance sheets quite 
obviously are not revealing the true state of 
aft airs. They have not revealed, for example, 
the huge amount of bad and doubtful debts, 
the advances which can never be recovered. 
These are never shown clearly and now only 
after all this business has come out about 
various banks, it is very necessary that a 
question should be asked that what are the 
statutory auditors trying to do. 

They cannot detect frauds when they 
examine the balance-sheets, they cannot 
detect any kind of manipulation of accounts. 
they cannot detect forged banker's receipts, 
they cannot detect deposits of crores of 
rupees in individual account payee's 
accounts. Than these reports are submitted 
to the banks, to the Govemment of India, to 
the Reserve Bank of India and are obviously 
being taken at their face value. Nobody 
questions and they only look at the signatures 
of the auditors, that is finished. 

17.17 hrs 

[SHRI SHARAD DIGHE in the Chait1 

Ithink such a state of affairs is extremely 
dangerous. It must be happening in other 
companies also, but at the moment we are 
concerned with the banking spheres. where 
the public keepS such money. where ordinary 
people have deposited their money in order 
to keep it in safe custody of the banks. little 
knowing that money would bediverted by the 
back-door by certain corrupted people and 
handed over to racketeers on the stock 
market in order to speculate. 
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ReseMt Bank of india on the Board of the circulated to an the banks for praparing the 
National Housing Bank. He was a balance sheets In a more transparent way. I 
representative of the RBI. He was a wouldlbtoknoWwhetherlisnotafactlhal 
r&presentativeoftheRBlontheBoaRfofthe this model format has not been COflllIied 
StateBankoflndiaReallyspeaking.ldonot with by the majorIy of banks in aple of I 
know what is his focus stands to pr8Side over being sent to them; and if so why it is being 
this Committee, which he has been entrusted aJlowed to go on Ib this by the flBL So. the 
to deal with. RBI Govemor's excuse thatthefrauds cannot 

Non performance of the assets are not 
shown. The extent. as I have said, of bad and 
doubtful non·mcoverab!e debts is not shown. 

• It is being allowed. JPC wnt, no doubt, go into 
aU this. The Narasimhan Committee has 
said that at least 20 percent of aU bank loans 
are bad and irrecoverable. But the Govemor 
of the Reserve Bank of India says that, of 
course, there are no indications of fraud 
which could have been guarded against in 
good time. I do not know what indications he 
is looking for. He has sought the alibi, I think, 
for the Reserve Bank of India by saying that 
they cannot act as a detective agency. This 
is theworo he has used. We cannot go about 
looking in-to the affairs of every bank of the 
country. These things are known to so many 
people. They are coming out with it now and 
it is too much to expect that the Reserve 
Bank of India never received reports and 
never bothered to look into any of the reports, 
and therefore, now say, that is not possi>Ie 
to anticipate any fraud. How do these things 
happen? That is why, I had said the other 
day. please dO not take it iH, that what you 
have succeeded in doing unwillingly is to 
destroy the public confidence and trust in this 
banking system, without which the banking 

• system can never flourish. It rests entirely on 
the confidence and trust of the public. 

In July 1991 the Reserve Bank of India 
issued a circular, very famous, now well 
known and quoted so often, prescribing a 
news standaroformatforpreparing balance-
sheets because they had come to know. 
They had come to know in spite of what the 
Govemor says now. They had got the 
indication that some very undesirable 
practices were being indulged in by several 
banks, if not aU. 

Therefore,theypt8SQi)edinJune 1991 

be anticipated is .. I think, a bogus claim. it is 
not an honest argumentatal Since securities 
are being bought and sold I do not want to 
labour that point; Banker's receipts. without 
the money being actually transferred, and 
only the security papers and certificates are 
bei~g transtened. from hand to hand and 
banktobank.lamsurethatsuchanoperalion 
could not be unknown to the Reserve Bank 
ot India. But nothing was done to check it or 
stop it. 

Forexalfl)le. this National Housing Bank 
was set upin ordertofmance housing projects 
in this country. What they have done lor 
housing, the House may kindly be told. I do 
not think that they did anything for housing. 
Butthey managed to get As. 707 crore from 
the S.B.I. which was later transferred as you 
know in favour of certain brokers. The 
allegation being naIe is that virtually the 
management of the State Bank was • 
persuade • by one Additional Secretary of 
theFUlimCe Ministrywho5e name I better not 
mention because objection may be taken-
I have got his name and by ShriJanakiraman 
himsel to give this amount 01 As. 707 crore 
to the National Housing Bank not for housing 
purposes, but for something much less 
creditable. This money eventually wound up 
in Harshad Mehta's account 

Take another example, the State Bank 
of Patiala. On whose advice or under whose 
pressure did the State Bank of PatiaJa loan 
Rs. 6 crores and SO.57 Iakhs - a little over 
six and a half crores of rupees - and 
advance it to a company. MIs. Dynavision of 
Madras? This cOf11l8ny belongs to the Obul 
Reddygroup. Afterthis loan was sanctioned, 
the Assistant General Manager, who was in 
charge of the credit of the State Bank of 
Patiala once the sanction of this loan went 
through, this gentleman who was a junior 
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object is that you mentioned a particular 
individual being responsible and that he was 
given promotion in an undesirable manner. I 
would submit respectfully that these things 
need to be SUbstantiated. Unless you have 
proof for all these things, how can we, Ithink, 
go on discussing these things simply on the 
basis of the allegations that you have levelled? 

man - there were serveraJ above him--
was given a promotion and the Managing 
Director of the Slate Bank 01 Patiala, Shri 
Panduranga Rao who actually sanctioned 
the loan was cleared by that same Assistant 
Rnance Secretary, until he became ultimately 
the Chairman ofthe IRBI. He would upas the 
Chairman of the IRBI. Is.this only a systemic 
failure? - I would like to ask the Finance 
Minister. 

I am sure that the system is full of many 
failures, delets, loopholes, and all sorts of 
things. n is not that if a system has got too 
many loopholes and defects in it, therefor. 
inevitably the people must take advantage of 
that and behave in a corrupt and dishonest 
fashion. Then we will be condemning our 
entire system. 

THE MINISTER OF FINANCE (SHRI 
MAN MOHAN SINGH): I think the individual 
account has been referred to and an individual 
has been named. I am sorry, I do not have-

, I think knowledge about individual accounts 
of a particular bank. 

I would respectfully submit that there 
are proper ways of investigating all these 
cases. H you had given me advance notice. 
I would have come prepared. On the spur of 
the moment, you had mentioned a particular 
account of a particular individual and the role 
of various people. I amsorry.lcannot. Ithink. 
answer all these things. 

SHRIINDRAJITGUPTA: Idonotexpect 
you to do. I am putting this on record. I hope 
that the JPC will go into all these things which 
have been alleged here ... (Interruptions) 

SHRI MANMOHAN SINGH: I agree 
with you .. (Interruptions) 

SHRIINDRAJITGUPTA: The terms of 
reference now agreed upon are wide enough 
to cover both systemic facilures as well as 
accountability of certain individuals. The terms 
of reference cover both. I am satisfied 
provided the JPC goes into those. There are 
many other cases ... (Interruptions) 

SHRI MANMOHAN SINGH: What I do 

SHRIINDRAJIT GUPTA: My saying it 
does not make a proof. It is an allegation, 
which the JPC can go into. I do not expect 
you to reply also because obviously ''you 
cannot know ... (Interruptions) 

SHRI MANMOHAN SINGH: What would 
happen supposing if this individual turns out 
to be innocent? You have made this charge, 
I think. on the floor of the House. It will be in 
the press tomorrow. And day aftertomorrow. 
supposing after proper investigation it turns 
out that this individual is innocent. what 
redress he has against all these allegations 
that you make on the floor of the House? 

SHRIINDRAJIT GUPTA: Well. he will 
be cleared by the JPC .. (interruptions) 

SHRI MANMOHAN SINGH: How will 
he be cleared? Once you make the charge .. 
it is given 'wide publicity. I am much junior to 
you in years. wisdom and knowledge. But I 
respectfully submit to you that this does not 
enhance the reputation of Parliament as the 
highest tribune of our nation .. (Interruptions) 

SHRIINDRAJIT GUPTA: That is why. 
I did not mention his name. I can mention his 
name .. (Interruptions) 

SHRI MANMOHAN SINGH: You 
mentioned Mr. Pandu Rao .. (Interruptions) 

SHRIINDRAJ IT GUPTA: He is now the 
Chairman of the IRBI. You need not bother. 
He has managed for himself. all right. 

The only point to be found out is that 
whether he was the man who sanctioned the 
loan or not. That is all. But the point, which 
the Finance Minister should be more worried 
about in my opinion. is that this loan of Rs. 
S crore given by the State Bank of Patiala in 
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thiswaytoafirm,DynaVisionUmited,which leads to some response from the official 
was in a very bad shape I should say, has bench ... (Interruptions) 
become totally bad ... (Interruptions) 

SHRI DIGVUAYA SINGH (Rajgrah): 
Sir, I am on a point of order. Particularly in 
this debate, allegations have been widely 
made by all sides. Sir, I would like to draw 
your attention to the rule 353, in which 
procedure regarding allegations against any 
person is well laid out. Sir, I request you to 
kindly intervene in such matters, where 
specific allegations are being made against 
any person, who is not here to defend himself. 
If the hon. Member wants to make an 
allegation, let him follow the rules of 
procedure, let him make a specific allegation; 
let him give it in. writing and let it be replied 
to by the Minister.(lnteffuptions) I am not 
saying that you do not make any allegation. 
If you want to make an allegation, for God 
sake make it specific and give a notice to the 
Chair ... (Inteffuptions) 

SHRI BHOGENDRA JHA 
(Mandhubani): The name of Mr. Pandu Rao 
was mentioned by the Finance Minister, and 
that name should be deleted. Shri Indrajit 
Gupta has not named anyone. 

Tl"Je Finance Minister has named him ... 
(Interruptions) 

SHRIINDRAJIT GUPTA: No, I have 
named Mr. Pandu Ranga Rao. You were not 
here and you did not hear not it. 

. (Interruptions) 

SHRI DIGVUAYA SINGH: Sir, I want a 
ruling from you. 

SHRI INDRAJIT GUPTA: If the Chair 
wants to have it deleted, then he is free to do 

. (Interruptions) 

MR. CHAIRMAN: If you want to make 
any allegation against the Government 
Officers oroffict:rs olthe public undertakings, 
I think, notice should be given in advance so 
that the concerned Minister will be ready. 

SHRI INDRAJIT GUPTA: We are 
prepared to give him notice provided that 

SHRI DIGVUAYA SINGH: That is 
obvious ... (Interruptions) 

SHRIINDRAJIT GUPTA: The point is 
that when this loan was given the Directors 
who are supposed to give some personal 
guarantees and they had agreed to that, but 
my information is that on record there are no 
guarantees of this type, as had been 
promised. Still the advance went through. 

Now, take another case. I have to 
mention this name because I think they will 
not object. He has already been dismissed 
by you. I am referring to Shri Margabandhu 
who was backed from the UCO Bank. There 
was a CSI, rather a Vigilance Commission's 
Report against him. The report is available. 
I think, I can mention that. The Vigilance 
Commission's Report said that he was found 
to have two apartments in Madras. one 
apartment in Sangalore and shares and 
fixed deposits amounting to Rs. 50 lakhs in 
the lockers. (Interruptions) However, later 
on Vigilance Commission cleared him. I do 
not know how it cleared him. In 1988, Shri 
Margabandhu was the Chief General 
Manager of the State Bank of India, Madras. 
At that time, the present Reserve Bank 
Governor, Shri Venkltaramanan, was the 
Finance Secretary. Now, I am saying 
something to Shri Venkitaramanan's creidt. 
I beleive when he came to know that Shri 
Margabandhu was amassing a lot of wealth, 
he was instrumental in getting him transferred 
out of Madras. It is very strange that the 
same Shri Venkitaramanan has now 
approved the appointment of Shri 
Margabandhu as Chief Managing Director of 
the UCO Bank, knowing fully well this man's 
record, knowing the Vigilance Commission's 
reports against him and himself having been 
instrumental in getting him transferred from 
Madras. Subsequently, appointed him again 
as a Chief Managing Director. This is a 
puzzle which I would like the JPC to go into 
and clarify. I believe, appointments in the 
banks on that level is done by a small 
Committee of the Cabinet consisting of Prime 
Minister, Finance Minster and the Home 
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Minister. So, they approved of it. Surely, they 
roost have looked into papers and files. 

I also want to know why Shri 
Margabandhu has not been arrested. So 
many people are being arrested and have 
been arrested and why has he not been 
arrested? He is staying comortable in the 
guest house of the UCO Bank in Madras. He 
has not been anested. (Interruptions). I am 
told that acco!ding to the balll<ing rules in 
respect ofthe offices, if anybody is kept in the 
police custody or judicial custody for more 
than 48 hours then it is obligatory to suspend 
him. I would like to know whethr any of these 

, people have been suspended orto according 
tQ the rules who have been kept in custody., 
I believe that nobody has been suspended 
,or at least that is not known. 

The Deputy Governor of the Reserve 
Bank of India submitted a report in 1990 
pointing out certain serious irregularities which 
were being committed by foreign banks. I 
want to know what was done about that 
repOrt. whether any action was taken on it, if 
not why? 

Now, we are finding that at least four 
prominent foreign banks are involved in the 
scam in various ways. But, in spite of the 
report 51bmiIIed at that time by the Deputy 
Governor of the reserve Bank, nothing was 
done. If some precautionary or preventive 
measures have been taken in time perhaps 
these four banks would not have been so 
easily~icatedbythelureofmakinghigher 
profits in the scam. Perhaps the Minister is of 
the opinion· f do not know • that taking action 
againstforeignbaoo is undesirable because 
it would create some repercussions abroad 
or it would act as a disincentive to foreign 
capital to come in. 

SHRI MANMOHAN SINGH: I have 
never said so. 

SHRI INDRAJIT GUPTA: I am very 
glad. 

Ther., Sir, on the 15th of July, 1992, that 

is, . en less than a month ago, I find that 
there is a sort of circular letter written by Mr. 
Mahadevan Managing Director of the State 
Bank of .ndia, Central Office, Bombay, 
addressed to ' Dear Colleagues'. Th • State 
Bank of India, as you, know is upto its neck 
in this whole affair. It is a pity because it is a 
premier bank out of all our public sector 
banks. In this letter he is explaining to bank 
colleagues: • The plethora of reports 
circulating sometimes tend to blur the basic 
facts and confuse issues.... These facts, 
which are simple and easy, represent a fraud 
on the Banking system: this is what he is 
saying •• The modus operandi was, when 
instruCtions to sell or purchase securities 
were issued .•. here I think JPC will be given 
useful guideline· • atthe transacting level, an 
altogether different set of transactions was 
put through, the fraud being cleverly 
concealed by ensuring that the net of sales 
and purchases actually put through, agreed 
with the net of sales and purchases ordered" 
• though actually something else was done· 
• and by maintaining ... separate set of 
computerised records to match the salesl 
purchases ordered so that prima. facie the 
transacting branch records would 1ally with 
those at the Treasury and Investment 
Management Department at Central Office, 
who ordered the sales/purchases. The fraud 
was furtherinade possible"· I mentioned this 
the other day·· because of non-reconciliation 
of our branch books with those of the Public 
Debt Office, Reserve Bank of India. for quite 
some time". For years together, there was 
,no reconCiling of the branch books with the 
Hublic Debt Office of the Reserve Bank of 
jndia which is supposed to do this job. Now, 
Me Mahadevan is admitting it after all this 
time. 

Further he says:· ... the fraud h;! s been 
perpetlaSed in some of the other b. ·.~s and 
financial institutions also and not on the State 
Bank of India alone." . some cOfTll8nsation 
J must say·· Certain receipts and payments 
are disputed and we had to make a payment 
of about As. 707 crores to Ni.'ional Housing 
Bank, under protest." Why was it under 
protect? Somebody was twisting his arm that 
he has to pay this amount to the National 
Housing Banl{ .... (Interruptions) 
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know the truth, refuse to be demoralised by better and it is know as the brokers bank. 
the reports in the press etc., and face the One is the bankers bank, one is the brokers 
adversity with courage and fortitude.· This is bank. The brokers were certainly patronising 
all very good, brave talk, And finally he says the Bank of Karad. Very well. It tried to help 

. towaJds the end of the letter: • We have them to the extent possble and then it got 
already decided to revamp our systems and caught and it is now ordered to go into 
procedures to the extent called for and are liquidation but now is being OIerged with 
tryil1Qtt:l enlistthe services of an eminent and another bank to save it 
outstanding Banker to advise us on these 
aspects .• That means he also is a believer 
in systemic failures. 

Ifindthat in April this year,acircularhas 
been issued, enjoining upon the banks to 
maintain a certain risk-assets ratio. I think 
you know about that, Sir. This is supposed to 
be bringing the system into conformity with 
international standards which we never 
bothered about all these years. This circular 
has been issued to maintain some ratio 
between the assets which are risks, which 
are non-performing perhaps, and the money 
held by the banks against those. That has 
now been introduced or is going to be 
introduced. Whether it will be carried out or 
not,l do not know. Whether there wiD be any 
supervisor or monitoring agency which will 
see to it that this is enforced, or not, we do not 

, know. The JPC will, I am sure, go into this. 

These are some of the things, a few out 
of many things, which I think the JPC will 
have to make a thorough probe into aprt 
from the accountability of individuals who 
must not be spared. We have been assured 
many times that nobodywiR be spared. They 
have to be identified and nailed either for 
their dereliction of duty or their collusion and 
complicity in this whole affair plus then the 
JPC has to go thoroughly into the system 
itseH and make specific recommendations 
as to how this sytem failure can be obviated 
or avoided in future. Because after all, what 
is at stake is the whole banking and financial 
structure of the country and it is not an easy 
job to restore the confidence of the public 
even after what has happened. 

The Reserve Bank of India which is 
supposed to be the bankers bank, I do not 
think has functioned as the bankers bank at 
aD. I is oblivious H what is going on in the 

This is all I have to say because I think 
enough has been said hereto arouse enough 
doubts about suspicious role of various 
people but basically I would say that the 
Government cannot escape and the Finance 
Ministry cannot escape, at least its moral 
responsibility, for what has happened. 

I am sorry that Dr. Manmohan Singh 
seems to think that weary are out 0' for his 
blood. Nobody has made any allegation that 
he is directly involved in it. But what aboutthe 
moral responsibility? This whole structure, 
this whole system '. over which he presides 
and the Reserve Bank of India, whose 
Govemor also has said very categorically 
that he is not to blame for anything and 
anybody who accuses him is a criminal. 
These are the words he has used. You 
cannot argue with a man like that. You can 
argue with Dr. Manmohan Singh perhaps. 
You cannot argue with somebody who 
dismisses all bring to outline arguments by 
saying that· You are a criminal because you 
are criticising me .• I do not know what kind 
of person he is. I have not met him nor had 
the good or bad fortune to know him 

I seriously suggest to the Government 
that people who have got this kind of an 
attitude towards the public andtowards public 
criticism should be considered whether they 
are fit to hold such high posts. 

As far as Finance Minister is concerned, 
I am sorry, but we cannot absolve him of the 
moral responsibility for what has happened. 
Nobody has said that he himself has been 
mixed up in any of these scandaJs or taken 
money or done anything like that. Far be it 
from me to suggest such a thing. But moral 
responsibility is something which conforms 
to the highest standards and norms anbd 
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question of our morall'9sponsibility. I have 

conventions of our parliamentary system. I! 
should. I do no want to go into old instances 
and, that is why, we have been saying that in 
all property, it would have been better, it 
would havecontributadto strengthening the 
creditability of our system and the faith or 
confidence of people of this country in 
parliamentary system, as such, if he 
hassubmittad his resignation on this ground 
that· Though I am innocent, I have nothing 
too do with all thesa things but Ifeal that I am 
morally responsible". But then he is very 
obstinate on this point and refuses to accept. 

SHRI MAN MOHAN SINGH: I know the 
reasons why you want me to resign. 

SHRIINDRAJITGUPTA: Iknow.1 know 
you do not want to oblige me. I am only very 

. sorrowful in those days you were not here· 
about poor people like Lal Bahadur Shastri 
and so on. What crime did they commit to 
own up moral responsibility and resign? 
Perhaps you will say he was a fool. He should 
never have done such a foolish thing. May 
be. I do not know. But people have respected 
him for that act. 

There are other Ministers also who had 
resigned without being directly involved but 
who fel! that it was their moral responsibility 
in a parliamentary system of Government 
that they should resign. 

SHRI MANMOHAN SINGH: Who are 
those people? 

SHRI INDRAJIT GUPTA: Who are 
those people? You want me to go through 
that again. There was one predecessor of 
yours. Of course,l admitthat he did not come 
forward himself to resign. He was asked to 
resign. (Interruptions) 

THE MINISTER OF FINANCE ( SHRI 
MANMOHAN SINGH): Ithink you are talking 
of more responsibility. I think the Chagla 
Commission's report was about investigating 
the role of the Finance Ministry in a particular 
transaction. They directly held the then 
Finance Minister responsible. There is no 

got a copy with me. (Interruptions) 

SHRIINDRAJIT GUPTA: I believe you 
know the instance of Shri V.V. Giri also. 

SHRI MANMOHAN SINGH: I am sorry, 
I do not know. But you have referred to the 
predecessor of mine. (Interruptions) 

SHRIINDRAJIT GUPTA: Shri V. V. Giri 
was Union Cabinet Minister also, who later 
was elevated to the Presidentship of this 
country. (Interruptions) 

SHRI MAN MOHAN SINGH: But I do 
not know. I do not know anything. 

SHRIINDRAJIT GUPTA: Of course, it 
was not a financial or banking case on which 
he took moral responsibility., I! was a different 
matter. So, it is not that as though such 
things have never ~ .ippened. That is why we 
have pleaded with you that if you. In your 
wisdom choose to stand rock·like, steadfast, 
in your chair, you are welcome to do so. Let 
the country and the people judge for 
themselves. Thank you, 

SHRIMANMOHANSINGH: Thank you. 

DR (SHRIMATI) K.S. SOUNDARAM 
(TIRUCHENGODE): Mr. Chairman, the 
security scam, as it is popularly known, has 
shaken the nation to the depths. No single 
failure of the Government and its apparatus 
has created such a consternation in the 
country as the security scam did. Was it 
really a security scam? Hats off to the 
intelligent phraseology. The ireis turned 
towards the men, a handful of leading stock· 
brokers. Is it true that they are the only villain 
of the episode? Did they, by themselves, act 
without any cooperation from the banking 
sector? Why the role of bankers, who are 
supposed to be the custodians of the public 
money, underplayed? 

Sir, so as long as the focus is directed 
against the stock·brokers, the truth, the bare 
truth, around the scam will never be out. 
What a variety of scams the share-brokers in 
connivance and collusion with the bankers 
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some occupying the highest position in the of PDO in RBI,SBI initiated action to physically 
banking hierarcy, enacted in throwing the verify and reconcile. 
entire system out of gear and brought 
disrepute to the banking institution. Where 
shall we go to salt it, if salt itself loses its 
fevour. 

The brokers, the kiggpin in the entire 
security scam, through their dubious role in 
the read forward deals, in the matter of 
accommodation of bills, in call-money 
transactions, in rediscounting bills of 

• exchange. portfolio management scam and 
the most glaring security General Ledger 
scam. illegally diverted the vast sums of 
money from the banking system and routed 
it to the selected share-brokers and they, on 
their part, created a boom in the stock-
market. 

When the Bombay Stock Exchange 
index moved from 3017 points on February 
29,1992 and reached an astonishing figure 
of 4387 points on April, 2, 1992, the 
Government was a silent spectator saying 
that it is the economic reforms that have 
created a revival and said if the people have 
money and desire to invest in stocks why 
should the Government intervene. little 
knowing that the revival of the economy is 
not the real reason behind the boom in sock· 
market. 

To say that the banks are innocent 
victims is a travesty of truth. The vast sums 
of money that were siphoned-off 1rom the 
banking system is the real culprit of the 

'game. 

Now, the question is: Is it only dressing 
up their annual report and balance sheet the 
banks entered into these types of unsavory 
and illegal transactions with the brokers? Did 
they not get any personal pecuniary gain by 
that transaction? Here, a thorough probe of 
the personnel assets of the bankers 
concerned is quite necessary. 

The impression tried to be created is 
that the RBI really bustthe same. but it is not 
so. Since the reconciliation of all the 
transactions up to the end of February in 
State Bank of India differed from the books 

At that time SBI stumbled on the huge 
difference of approximately Rs. SOO crores 
and this the truth of scam came out. It is 
regrettable that now everyone is keen on 
taking credit ratherthan getting to the bottom 
of the affair. 

I may not be doing justice if I fail to touch 
the role of RBI in this scam. Did RBI. the 
custodian and watch dog of the banking 
operations, play its role rightly both in letter 
and spirit? No, Sir, the RBI also bungled. The 
slackness of the RBI in the crucial role of 
mainta;ning and reconciling the SGL is the 
main failure that contributed for the banks 
illegal transactions with the stock brokers. I 
leave it to the wise judgment of this august 
House whether the RBI Govemor should 
own moral responsibility forthe failure of the 
RBI in discharging its duties and resign. 

The RBI's subsidiary, National Housing 
Bank do not come unscathed either as it had 
a key role to play in a bull operator's gameplan. 
Today the NHB has no deal tickets no 
confirmation of deals. and no record of BRs 
for its innumerable transactions. Yet, it paid 
hundreds of crores to the SBI and a foreign 
bank. But ironically it does not know why. 
The only reason why the NHB was the first to 
secu re its money was because of its powerful 
parent, the RBI which is desperate to insulate 
itse" from the fallout olthe scam. In the case 
of Shri Mehta, there are a few signs of 
belated and halt-hearted action but there 
seems to have been total inaction as far as 
Shri Bhupen Dalal's foreign dealings are 
concerned. 

According to the intelligence sources 
various Government agencies are in 
possession of some information about his 
business dealings abroad, including a travel 
agency in the Middle East. But there was no 
follow up on the little but vital clue. Dalal's 
London operations are officially known and 
they could have served as a basis for further 
investigation. 

Yet another lapse appears to have 
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occurred on the art of the RBI, the CBI, and 
the Finance Ministry enforcing the ANZ 
Grindlays Bank to dscIose the source of Shri 
Mehta's foreign remittance. 

From these document, it is clear that 
large amounts came from Canary Island, a 
tax haven, and there is a cross reference to 
its New York Branch. The Bombay's 
enforcement bank could have forced the 
foreign banks to part with all the destablise 
involving massive transfers of money from 
abroact 

While some of the enforcement officials 
are equally honest and possess the same 
investigative skills as Shri Madhavan does, 
atterT4>ls are now underway to details the 
entire directorate. Since no one of the junior 
offICials is powerful forboldenough to commit 
such a gross negligence the moot question 
is who were the invisible players who 
delayed the action on this vital front? 

Therefore, Sir, I would say that it is not 
the system that failed. But it is the men 

• behind the system by their greediness and 
rapaciousness brought disrepute to the 
banking system. let the land of justice be 
even on aD those guiltymen however high 
placed they may be to bring back investors' 
confidence. 

Sir, before I wind up my speech, I 
suggest that to avoid scams staging a come 
backinfuture we should develop an integrated 
structure to regulate the stock exchanges 
and money markets. 

[T tanslatkm] 

SHRI S.M. lAlJAN BASHA (Guntur): 
Mr. Chainnan, Sir, there was never a scam 
01 such enormous dimension after the 
independence. So we should aD rise above 
party aftiliations sothat abrokerh Harshad 
Mehta who is involved in the biggest scam is 
to born again. We should discuss the whole 
matter and inform the Govemment that the 
money of the poor people in the Banks is not 
safeatal. Conmon man haslostconfidence 

in the working of banking system. 
Govemment should take all steps to re 
establish this confidence. 

With out security a sum of rupees sixty 
crores of the Progressive Construdion 
COf1l>Clny has been involved in the scam in 
our state of AndhraPradesh. ShriManmohan 
Singh is well conversant how the present 
congress M.P's and ex M.P's can make 
irregularities in banking system. We have 
written many letters to them but till now there 
is no response. Today an honest officer like 
Shri Madhavan is being harrased. Now this 
is for the CBI officials to find out the fads and 
expose the scandal. This is an occasion 
where we should all rise above party 
considerations and trytlo expose the scandal 
so that such big scandals do not get repeated. 
We shall have to make joint efforts in this 
directions. A bungling of about two hundred 
crores has been found in Guntur district. 
Farmers had mortgazed there gold in order 
to buy the shares. All this is how accounted 
money has been misused. There are no 
know abouts of unaccounted money. 
Politicians are backing persons like Harshad 
Mehta and their unaccounted finances are 
being allowed to flow out of this country 
without receipts. It is forthe Finance Minister 
to check this tendency. Persons like Harshad 
Mehta who were not even among the income· 
tax payers ten years ago are the potential 
income·tax payers, with Rupees forty to fifty 
crore income·tax. 

[Eng/ish] 

MR. CHAIRMAN: Shall we extend the 
time of the House by another one hour. 

SOME HON. MEMBERS: Yes. 

MR. CHAIRMAN: For the present, I 
extend the time of the House by one Hour. 

SHRI GHUlAM NABI AZ.AD: Sir, we 
will have to finish it today only. 

C T tans/ation] 

SHRI S.M. lALJAN BASHA: Is it not 
necessary forthe Govemmentto investigate 
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the accounts of people Ike Harshad Mehta should not be allowed to move scot free. 
who ant paying an income-tax to the tune of 
Rupees forty to fifty crore annuaUy. People 
pay income tax but Government is unaware 
about the source of that Income Tax; it does 
not investigate If the person is cheatingthe 
Government by making irregularities in bank 
accounts. b is for the Government to look to 

, it. The higher officials in the Government and 
Banks guided people like Harshad Mehta 
how to draw moneyfromthe Banks. AIlthese 
people thus join to make by scandals to the 
tune 01 aores of rupees. But the unerrployed 
people have to face great difficulties, they do 
not get a loan of rupees one lakh from the 
Bank. 

18.00 hra. 

We can well imagine the working of our 
banking system economic conditions by the 
fact that crores of rupees are withdrawn by 
a notorious person like Harshad Mehta. I 
would like to submit that Government should 
give a serious thought to it and make 
arrangements in future so that scandals do 
not occur in future. Government should take 
measures after serious considerations. 
Government should not pressuries the 
sincere officers of the CBI but should support 
them whole heartedly in order to expose the 
truth. It is utmost necessary to promote the 
honest and sincer people and punish the 

• guilty. 

It is also necessary to punish the ex. 
MPs of Congress who have been found 
involved in big bank scandal. The system 
should be so ineffective that once a a person 
has been elected as a congress M.P. it 
becomes very easy for him to draw amount 
of fifty to hundred crores of Aupees from the 
banks. I want that action should be taken 
against the Congress M.P.'s involved in the 
scandal. Shri Manmohan Singh knows about 
the people of Andhra ·Pradesh, who are 
found guilty, but no action has been taken 
against any person. 

Nobody should be allowed to move 
scot-free and unpunished whether he is a 
M.P or a Minister. In future. In future the 
Government should see that criminal people 

I would also like to submit that there 
should be necessary amendment in the 
lokpal Bill. With these words, I thank you. 

[English] 

SHAt K.P. SINGH DEO (Dhenkanal): 
Mr. Chairman Sir, first of all I would like to 
thank Shri Jaswant Singh for raising a 
discussion on the statement on irregularities 
and fraudulant transactions in banks and 
other financial institutions which have been 
popularised as scam by the Press. Although 
Shri Somnath Chatterjee would like to put 
the blame on the Finance Minister, he has 
never uttered the word scam anywhere in his 
speech which he gave here nor has it been 
referred to in any Government document. 

In fact the India Today has called it the 
mother of scam. Just like Saddam Hussain 
called the Gulf war the mother of battle, it is 
the mother of scam. Shri Jaswant Singh also 
has called it as monumental, mind boggling, 
landmark, scandalous, equivalent of a 
Defence Budget, cross-(;ountry dimensions. 
I agree with him. A soldier always talks 
forthrightly and I am glad he used these 
terms because this is nothing short of this. 

That nexus between bankers, brokers, 
buccaneers and bureaucrats and a crisis of 
Himalayan proportion has been arrply stated 
in this House. I must also compliment Shri 
George Fernandes for his impressive 
homework and his research anddevelopment 
on this subject. I really compliment him for 
the masterly way he has gone about finding 
out information to justify his arguments here. 

But there is a silver lining in this. We 
must draw conclusions, inferences from the 
arguments made by hon. Members. It will 
help us in future as well as I amsure it will help 
make the job of the JPC much more fruitful 
and easier because of the fund of information 
which has been laid at our doorstep in the 
parliamentary debate which has taken more 
than eight hours. Although the 
hon.Parliamentary Affairs Minister did 
mention that it has taken 27 days, for 27 days 
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he issued a three-line whip and I have not left 
Delhi even on Saturdays and Sundays. I do 
not know when the Parliament sat, since 
everyday I go home at about seven p.m. For 
the last three days we are having this debate 
and a lot of important points have been 
made. In my opinion it is a classic case of 
failures. The han. Finance Minister said that 
it is a system failure. I will say that it is an 
operational failure, a management failure 
and administration failure where procedures 
and guidelines were given a go by. There is 
a failure in accountability, a failure in 
responsibility and also there is a failure in the 
personnel policy. I do not know whether the 
JPC will have time or it will cover in its ambit, 
the recruitment, the promotion and the entire 
gamut of personnel management and 
personnel development in the banking system 
because as we say in the Army, the man 
behind the weapon counts, the man behind 
are the human element is the most important 
one, whether it is the age of computers, 
whether it is the pre-historic age, whether it 
is the bullock cart age. This scandal which 
has been unearthed just gives ample 
evidence that probably our personnel policy 
needs to be looked into or scrutinised more 
minutely. I feel that it is a breach of trust 
because all of us here as well as those in the 
Government and the public sector 
undertakings are trustees of the people. Like 
we, the trustees of the people's faith here in 
Parliament, so are these officials trustees of 
the people's fait., especially in the banks. 

This conspiracy and fraud has led to a 
crisis of confidence. This has been eulogised 
and romanticised by our Scribes, by our 
vigilant Press. While unearthing it, they have 
also romanticised Harshad Mehta. Sir, I 
wouldhurrblysubrritthatitisnotonlyHarshacl 
Mehta who is on trial, It Is not only the entire 
banking system which is on trial, but it is our 
parliamentary democracy and an of us sitting 
here in this House and in the Rajya Sabha 
are also on trial. 

A charge has hit Shri Sharad Pawar lor 
not applying his mind, herein by Mr. Indrajit 
Gupta. it comes to my mind that when we 

debate - there is a report - and when we 
sanction money and when we pass these by 
way of Demands for Grants, I do not know 
how much mind we apply. Do we effect 
proper scrutiny or not is something which we 
must ponder about. Therefore, I fell that 
instead of" trying to say something about 
Harshad Mehta - he is agenious person who 
was hoodwinking the entire nation, 
successive Governments - not only the 
present Government, but the previous 
Governments. We do not know for how long 
these scandalous irregularitieS have been 
going on . I do hope that the Joint 
Parliamentary Committee's scope will be 
widened to get at the root of it and not be 
confined onlyfrom 1990 onwards. That is my 
first humble submission. 

It is rather baffling, how this entire thing 
has happened. May be in Parliament we are 
not so adept at the working of the banks or 
the guidelines or the regulations or rules or 
the internal system. But there are experts in 
this country; there have been people who 
are experienced in banking system. When 
the boom about which Dr. Pal was mentioning 
in his intervention, took place early in 
November, even at that time, it has baffled 
most of the economic experts, most of the 
banking experts in this country, who took it as 
a measure 'of a vibrant stock market. 

Now I would like to get down to the 
points raised. The Finance Minister has 
been under heavy criticism, first of ali, forthe 
role ofthe RBI as well as the Rnance Ministry. 
let us see whether the Finance Ministry or 
the Reserve Bank of India has taken any 
steps, whether they knew anything was 
happening. H one goes through the events 
chronologically, Mr. Manrnohan Singh came 
to Govemment in June, 1991. Within a few 
weeks, he appointed Narasimhan Committee 
to took into the financial aspedwhen he was 
introducing his macro-economic 
restructuring. 

MR.CHAIRMAN: Please wind up. 

SHRIKP.SINGHDEO:Sir,ldrequire 
some more time. Otherwise, I might have to 
sit down. 
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MR. CHAIRMAN: I have given you ten hon. Finance Minister. In March, 1992 the 

ninuIes. problem first erupted when Reserve Bank of 

Sl-ltl K.P. SINGH CEO: lhavetoanswer 
some of the points made by the hon. 
Opposiion Members. Wlhin ten minutes, I 
cannot do it, Sir. 

MRCHAlRMAN: Don' mind. 

SHRI K.P. SINGH DEO: I am wUling to 
sildown. 

MR. CHAIRMAN: We want to conclude 
this debate today. 

SHRI K.P.SINGH DEO: That is all right. 
I must have my full say, Sir. In October, 1991 
being mindful of the dangers of bank frauds, 
it is on his instances - the Finance Ministers 
instance - that the RBI set up a Committee 
under Mr. A.Ghosh, Deputy Governor of 
RBI, to look into the aspects of frauds arid 
maJpractices. The report was submitted on 
the 3rd of July. 

On 30th January, 1992, was the 
establishment of Stock Exchange Board of 
India. Then he carne to Parliament· on the 
very first instance - because it was done by 
an Ordinance and Parliament was not in 
session. 

What is SEBI: 

The objectives were to promote 
orderly and healthy growth of the 
securities market and for 
investors 'protection" 

I need not go into the entire thing because 
this was introduced here in Parliamtint. Sr: 
the operative words are .. investorsprotectIOI'" 
. Allhat time, nothing had appeared either I,' 
the Press or no scandal had been uneart!\ed. 
Sothis was the initiative he had taken h,["" •. if 

Then in February, 1992 much b;?fere 
!hescandalsurfaced, Income-tax aulhorrtlcs 
raided selected brokers. Separately Rewr,r," 
Bank of India was also pursuing certan I,!;]GS 
relating to transactions in securiHf'S ,.: ,>" 
State Bank of India - all at the in!tiativ,~ 0 1 the 

India, scrutinising into the State Bank of 
India's transactions, indicated shortages in 
its possession of securities. This was alerted 
by the Reserve Bank of India. Operative part 
is: 

"It was alerted by! he Reserve Bank 
of India to the State Bank of India 
management who found that Rs. 
649 crore of securities through a 
broker, Harshad Mehta, has not 
been received: 

When confronted with this discrepancy, 
HarshadMehtapaid an amount of Rs. 622.72 
crore between 13 April 1992 and 24 
April,1992. Continuing investigation by the 
RSI traced that the funds used by Harshad 
Mehta to SSI traced that the funds used by 
Harshad Mehta to SBI represented payments 
from the National Housing Board to ANZ 
Grinlays which were depOSited in Merlta's 
account. 

Now one may say that National Housing 
Bank is the creature of the Reserve Bank of 
India.lwouldsubmitthallhere has been not 
only laxity but dereliction in not unearthing it 
before this inquiry was made because that 
shows there was a total failure whether you 
call it systemic, whether you call it collusion, 
or whatever. It was a failure to see through 
what was happening with NHB and ANZ 
Grindlays which were depositing in Mehta's 
account. Since prima facie evidence of a 
nexus between brokers and bank officials 
was emerging, ambit of securities was 
widened. As a result. turther Investigations 
took place and RBI Incurred instances of 
serious irregularities whereby bank funds 
ostensibly for purchase by one bank from 
another of Govemment securities, pUblic 
sector bends, IJnlts or similar instruments 
appearea to be Siphoned into the accounts of 
brokers and pOSSibly used for speculative 
purpOS()C 11 the SlOe- marKets on which we 
now have I"form.:ll iO'1 that ;,wasmade.lnthr 
~"ld 01 Apr:! end 1il'. be:;'nnl~·g of May, the 
j~"ue figJf\>d in <'"rlia'· er t. The Finance 
~I:'ister snared With :tie House the fhen 
cl,;."la!Jle ;'1forr.~at!0n J'ld ?'ssured action 
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against aU individuals who were found to 
have indulged In rnalpradices . On 30th 
April, 1992, at the instance of the the Finance 
Minister, RBI appointed the Janaklraruan 
Committee to look into various security 
transadions of banks. The Committee has 
already submitted two reports from which all 
hon. Merrbers have been quoting for the 
past few days. From 9th of July till date i.e, 
27 days, a major portion of what we have 
been quoting is fromtheJanakiraman Report. 

Preliminary findings confirm that 
unscrupulous brokers and individuals, in 
collusion with certain bank officials have 
manipulated transactions for their own 
purposes in a variety of ways in clearviolation 
of established rules and guidelines. Sir, may 
I ask as to how many State Govemments are 
violating the guidelines ofthe Centre like that 
of the Jawahar Ro~gar Yojana and rural 
development? The Govemment of Orissa 
have deposited Rs. 25 crores over the last 

• couple of months. The Industrial Promotion 
and Investment Corporation of Orissa limited 
and the Industrial Development Corporation 
of Orissa limited have also deposited Rs. 25 
crore in Andhra Bank Financial Services 
limited even after the so-called scam - if you 
do not like the word scam, you can say 
irregularities - has been unearthed. And 
today's paper carries the news that NAlCO, 
the National Aluminium Company has been 
showing Rs. 1000 crore profit. It came three 
days back. They have deposited Rs. 148 
crores deposited by the Power Finance 
Corporation. The list is endless. I must 
compliment the vigilant Press for bringing 
out this and for having done investigative 
joumalism. Shri Jaswant Singh referred to 
the.hon.Finance Minister's statement as an 
accountants report. He himself knows, having 
been to the Staff College of Wellington, that 
any report which is given will be a very dry 
report. A report cannot be spicy with 
sensational news items. Therefore, what the 
Finance Minister has given us is a very 
truthful and forthright statement of what had 
been happening, based on the investigation 
as well as the Janakiraman report. Sir, in a 
different type of manipulation, credit has 

been extended to brokers through 
transactions engineered to represent a 
discountlngofbillsamountingtoRs.3542.79. 
crores out of which As. 1967.84 crores 
amounts to National Housing Bank, State 
Bank of Saurashtra. State Bank of India 
Capital MarMt and Standard Chartered Bank. 
As. 1470.12 croi'e worth transaction took 
place In the Standard Chartered, Canara 
Bank Ananclal Service, CanaraBank Mutual 
Fundto purchase securities in retum of bank 
receipts of Bank of Karad and Metropolitan 
Cooperative Bank. This amount was again 
diverted to the brokers. Apart from clear 
violation of established rules and regulations 
and guidelines, there has been a serlou~ 
failure of Intemalcontrol system, Involvement' 
of senior bank management and a total 
collusion among the three segments of 
banking -the nationalised banks, the private 
banks and the foreign banks. The modus 
operandi of these entire irregulartransadions 
has been the misuse of the bank receipts, 
overtrading buy-back arrangement without 
backing up security, bill discounting and 
giving accommodation and debiting of inter-
bank cheques in the brokers' accounts, 
forging of bank receipts and unit certificates, 
cheating, fraud, coIlussion and nexus among 
the wrong does and so on. 

Therefore, I must submit that the. 
investigation must go on and most vigorously: J 
because if these investigations are not 
followed up properly, the effed wUI be left in' 
Parliament where my of the rT18rrbers have 
stated that a good-number of Ministers and 
officials are under a doud. Those who say 
these things wish that the Prime Minister 
should not have made that statement so that 
till the end of the JPC's work, those Ministers 
and Merrbers of Parliament and officials 
continue to remain undera doud. This would 
indeed the disastrous forth is country. This is 
nothing bUt dislnformation, Innuendo, half-
truths and half-suggestions. The press m~ 
like this sort of sensational things and would ' 
like to give it a wide coverage. But these half-
truths and snide remarks will have a more 
detrimental effed on the morale of our people 
thi:m an attack by China or Pakistan or any 
other people who have already attacked us, 
because this is an Intemal treat to our 
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security. Those people want to continue with MR. CHAIRMAN: You cannot ignore, 
this disinformalion campaign, this maligning the Chair like this. Please sit down. 
and character assassination, thereby trying 
to keep ewry one in a defensive posture so 
that they may have their way. And what is 
their way? • is nothing but a poly to hit at the 
liberarlSation process started by the hon. 
Finance Minister most manfully, 
courageously and boldly. 

Now Sir, as I mentioned earlier, I would 
Ike to quote a few seirtenoes from an artide 
entitled "Crisis and after: Reform more urgent 
than ever" written by Manu Shroff and 
published in The Economic Times: 

The securities scandal has 
prompted some to urgue that India 
is not ripe forfinancialliberalisation. 
Others have blamed the scandal 
on such liberalisation as has taken 
place. When the air is charged with 
suspicion, it is difficult to take a cool 
and collected view. And, despite 
the patent fact that the major 
institutions involved are in the public 
sedor, the scandal is being used to 
denigrate privatisation moves. 
Policy makers are under 
tremendous pressure to devise 
methods to prevent recurrenc, of 
such Irregularities and fradulent 
practices and to ensure that the 
outstanding daims are settled. But 
they have even a more daunting 
task ahead of them. viz. to prevent 
the financial crisis from deflecting 
the course of economic reform". 

I only hope that it is not such a diabolic 
attempt. 

MR. CHAIRMAN: Please condude. 

SHRI KP. SINGH OEO: I have not even 
stated my operative part. 

MR. CHAIRMAN: I have been ringing 
the bell for the last ten minutes. Please sit 
down. I am calHng Shri Nirmal Chatterjee. 

SHRI KP.SINGH DEO: I am hardly on 
my feet for ten minutes. 

SHRI KP: SINGH OEO: I am hardly on 
my feet for ten minutes. 

MR. CHAIRMAN: You cannot ignore 
the Chair like this. Please sit down. 

SHRI K.P. SINGH OEO: Then you will 
have to throw me out of the House. 

MR. CHAIRMAN: Please conclude 
immediately. 

SHRI K.P. SINGH DEO: That is what I 
am trying to do Sir. I am completing 
immediately. If you keep on ringing the bell, 
I cannot do it. You are diverting my attention. 
Anyway, I am concluding Sir. 

Now, what has been the Government's 
role? It has acted promptly. A case was 
registered byCBI on 11.5.92. Janaki Raman 
Committee gave its first interim report on 2nd 
June, second one on 6th of July. Special 
Govemment Ordinance was issued on the 
6th June. Legislation is to be taken up and a 
detailed investigation on the role of public 
sedor undertakings also is to be taken up. 

The most i"l>ortant thing of lasting 
values, which we much bear in mind is the 
robustness of our banking system, the 
credibility of our banks, the initiatiVes of 
Government, the capable and dynamic s:.rm 
of bankers and our image abroad. What I 
referred to the image abroad is, there is an 
article in the Indian Express and I would like 
to quote as it will be more meaningful for Shri 
Nirrnal Chatterjee and his colleagues. I quote: 

• China gains as scam scares away 
investors -

Mostly engaged in the power 
generation and infrastructure 
sedor, these companies are also 
listed on either of the two stock 
exchanges now functioning in 
mainland China the reopened 
Shanghai Stock Exchange and the 
new stock exchange In Shenzhen. 
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The Chinese companies also follow 
internationalised accounting 
practices which more in tune with 
global accounting procedures than 
their counterparts in India. 

The current inflation rate in China is 
only 3 per cent compared to India's 
12.5 per cent. Besides BZW 
Investment Management have 
reportedly characterised the 
Chinese stock markets as well 
integrated, allowing computerised 
transactions and the state 
exercising a highly regimented 
control on the listing of companies. 

I only hope that he will not oppose 
mode m isation and computerisation because 
China has much larger population than India 
and it has not thrown out anybody. 

The growth of economy is our most 
essential thing. While aberrations should be 
chided, it should not be an obsession and 
hinderance to further progress. What can be 
done to emerge from the darkness of this 
scandal? It is a blot on the system. There is 
notwoopinion about it. This is an opportunity 
todo something. Theguiltymustbepunished, 
accountability and responsioility must be 
fixed, justice should be done to those who 
are wronged. We must rise above the game 
of shuttling blame from one quarterto another 
and grasp the nettle of the financial reforms 
now and carry on. It is now or never. 

I would like to conclude by saying that 
two men looked out of prison bars one saw 
mud, the other stars. There is a silver lining 
for everything. For every dark cloud there is 
a silver lining. We must grasp the situation 
and bring in the much needed reforms. 

I would here like to submit the role of 
Lokpal. This very House had passed the 
Lokpal Bill on 1st December, 1967. Because 
of corruption especially in banking and other 
governmental agencies, a common man 
cannot get redressal of his grievances. 
Parliament is not the only form, neither are 

the law courts. lokpal is a creature of the 
Administrative Reforms Conmiltee of 1966 
and itwaspassed here on1he lstofDecermer. 
1967 as Private Members'Bili mowdbyShri 
P.K. Deo. Today, the Prime Minister of this 
country wants to even include himself. But I 
am sorry to say that in a State like Orissa, my 
own home State, the lokpaJ was functioning 
but when it was about to inquire into three 
Ministerie, the lokpal was dismissed by an 
ordinance. So, to root out corruption. an 
institution like lokpal must be instituted as 
quicklyaspossble.lwouldliketocongratulate 
the Prime Minister and the Finance Minister 
for taking adion immediately agreeing with 
the sentiments of the House by ordering for 
a Joint Parliamentary Committee, which I 
hope will not delay the proceedings because 
the entire country, the banking system, 
politicians, bureaucrats, offICials everyone is 
under a cloud. They must finish the work as 
quickly as possible. I would say that the 
arrbit of JPC should be extended so that it 
can go into the root of corruption not up to 
1990 but even further, if necessary. 

Thank you very much for your 
cooperation, Sir. 

SHRI NIRMAl KANTI CHATIERJEE 
(Dumdum)~ Thank you,Sir, for calling me. 

Sir, I will not go into details because of 
two reasons, firstly, enough details have 
already been stated and secondly because 
more details will come out via the JPC. 

But, on the basis of the details already 
known, I want to raise a few questions and 
suggest a few things to the Finance Minister. 

Sir, the list of crimes are so many. They 
need not be mentioned separately. One 
paper has correctly indicated that there was 
so much anarchy in the system that when 
you boug"t gold, you have delivered a 
consignment of wh~at but in the books, the 
deal had probal>ly been entered as a sale 
of something else. This Is 1he kind of thing 
that had taken place. Forgery of documents 
hadtakenplace. That is weUknown. Cheques 
against the name of one party have been 
deposited in the name of other party. When 
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the goods were not delivered as has been origin has to be traced in handling our public 
commented upon, but the promises have sector almost not since independence but 
been made and the money collected. The somewhat later. The arrangements were 
bankers' raceipts have been widely issued. made. I am not interested in the individuals 
If anybody orany group of people do this kind guilt as such. They are important. The 
of things what would be the normal reaction individuals have to be punished. But 
ofthe rest ofthe society? The reaction would something else is much more important. 
be thatthey should be punished. Is that really 
so? 

If those who are guilty and who belong 
to a Club and have contacts at different 
places, then what is the response? The 
response is that they will issue a particular 
guideline. That is preciselywhatthe Reserve 
Bank of India did on 26th July. When 
punishment was being called for:a guideline 
was issued. What I want to underline from 
this. I agree that there is something wrong 
in the system but perhaps we mean different 
things by this word. It is a system where such 
things can be perpetrated, if you belong to a 
Club, if you have contacts and if you discuss 
things on the Golf Links. This is what has 
happened. A question was asked as to when 
was this made known and not the other 
question when did it start. I remember that 
one day Dr. Singh stated in the House that he 
does not know really why stock prices 
behave in a particular manner. It was Dr.Singh 

'speaking as an Economist indicating his 
ignorance about the specialfield. The Finance 
Minister was not speaking. 

It was also known to the Finance Minister 
what was happening in the stocks market. In 
the Circular of the Reserve Bank of India, 
they mentioned those points which the 
Janakiraman Committee took pains to prove 
in the two interim reports. 

What was going on on the ground was 
known to him though the economists were 
unaware of how things behaved in the stocks 
market. The question is since when it was 
started? Has the new economic policy any 
relationship with this kind of happening? I 
know it is my suspicion; I should not say I 
know. One ofthe reasons why Dr. Manmohan 
Singh is cheated is because he feels that the 
whole thing can very easily be related to his 
new economic policy. The point is not that it 
originated with it; let us distinguish it; the 

The public sector was made an object of 
loot by the private sector. That is the meaning 
of this. The public sector always, whether it 
is industrial or in the financial sector, was 
allowed to be looted by some people in the 
private sector. That is a story after 
independence. Can anybody deny this? 

We made references. We have made 
references today also. About NALCO, a 
reference was made. Imagine this that when 
all this is going on, the NALCO's fund was 
being invested at a rate which was lowerthan 
availableevenfromotherpublicsectorbanks. 
Why? Because by offering them to a particular 
type of bank which is dealing, which is 
sending those funds into the hands of the 
brokers, some deals must have been taking 
place. You see the figures; it has come in 
today's papers. There are seven or eight 
banks. The first two Andhra Banks - 20 per 
cent; the next offering of fund was 25 per 
cent. Why did they have to offer this fund at 
20 per cent to Andhra Bank? Perhaps JPC 
will enqUire into it. This is the way that the 
public sector has been made to behave 
throughout this decade; perhaps it was 
accentuated, accelerated in 1980s. 

On the iiberalisation that was taking 
place, I think, Dr. Manmohan Singh made 
another correct statement on another 
occasion. He threw the Congress manifesto 
on ourface stating that you say this is due to 
iMF and the World Bank. Here how it had 
been mentioned in the manifesto. And you 
are absolutely right. 

The process was going on which 
culminated as a statement in the election 
manifesto. What the IMF and the World 
Bank reallydid was that they forced the pace 
exactly as the present policy 01 the 
Government has forced the pace of this 
scam; It has accelerated and enlarged the 
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dimensions of the operation. That is what 
. has been done. This has a resolution wIh 
this. 

Am I talking sense, Jet us tnt out? What 
is Dr. Singh's own statement, that we ha.,. 
arrived at a stage when public sector Is 10 
longer the prime mover in the econr ,,,. 
Whom does it encourage? 

THE MINISTER OF FINANCE: (Shri 
Manmohan Singh) : I do not recall H. 

SHRI NIRMAl. KANTI CHATTERJEE: 
You have said it straightaway. You did say 
when we questioned you. Anyway, if you did 
not say it, it is wonderful. But the whole 
ea1nomic policy is to replace public sector 
with the profit motive as the Chief goal in life. 
h is this since 19805. What else liberalisation 
means? What else competi~ion means? That 
you run after profit, that is the by all and end 
au of all your activities. this psychology. this 
permissiveness, this atmosphere, this 
environment has been generated by the new 
economic policy. That has caught the banks 
also. 

Repeatedly the Narasimhan Convnittee, 
the IMF. and the World Bank and this 
Governmen1 have told that banks are 
inefficient. What is the proof of that 
inefficiency? Yc.u are not making enough 
profits. And the bankers, the Chairman and 
others tried to provide that they can make 
profit both for the banking sector and for 
themselves. That is the story. 

We started by thanking Shri Jaswant 
Singh. Why do you start really thanking him? 
In another forum, I said, let us thank Shri 
Harshad Mehta, it is he who has ripped open 
the civil society that you are trying to generate 
in our country. What is your policy? What is 

• the new economic policy? You are afraid, the 
foreign banks have been mentioned, not In 
the first in1erim report but in the second 
interim report. H was unavoidable and yet 
there is fear In the mind of the Govemment 
that to see that they are not rubbed rather 
severely. Why? It is the legitimate deduction 

from their approach~ to save the Indian 
economy. We havetogetforelgnfuncls, that 
isthealtemative, thatthey arecontelJl)lating. 
I foreign banks have rubbed, If the veil over 
the fol'8ign banks has turned apart. foreign 
funds may not come. This is how H is related 
will the new economic: policy. The approach, 
which is the public sector also, where will 
they Invest their funds. This power finance 
corporation. or these people. 

They have allowed freedom so long as 
they are ablato eam profits. Old ideas during 
the Nehruvian days, that our economic 
adivity would be governed by socially infirm 
purposes, is given a go bye. Is this the 
climate? Shri Mani Shankar Aiyer seems to 
be the champion of those values. Dues he 
feeltodaythatthose arethevalueswhich are 
being pursued by the present economic 
policy? Anybody. Will answer in the negative. 
This really is the lesson. which we should 
learn. Should we, in our policies. continue to 
be driven by the goal of maximisation of 
profit, depending on the private sedor? With 
that private sedor which has enriched itself 
tremendously through loot ofthe public sedor. 

let us not forget that the public sector 
did not only mean the socialistic pattem. it 
also meant building upthe private sector and 
that was at the cost of the public sector. 

What else has this scam done? This has 
not been mentioned or underlined. At one 
stroke, it has been demonstrated what we 
from the left are repeatedly insisting that 
even the revenue deficitcan be covered if the 
tax measures are properly implemented. We 
are not quarrelling. You have reduced the 
rate to 40 percent, okay, but collect it. Byone 
stroke Harshad Mehta has indicated how 
much is escaping the net of taxes, how much 
you are charging. Why is It that such a palace 
where he was living -It was known to all was 
not taxed? How much tax was he paying? 
As. 3 crores, Rs. 4 crares, Rs. 5 crores of 
additionaldired tax could be easily collected. 
This has been Indicated by this scam. "that 
is so, then your entire thesis of depending on 
indirect taxes, reduction of customs duty 
etc., and not depending on dired taxes 
blows out. 
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aspect is the Government's rvsponsbillty, returns and therafofe they ... moving into 
pattlculafty during the eighties. Ale you not those sectors. The atteqJt is there. 
responsible for the fact that au these can be 
done In a manner away from the altlcaleyes 
of Parliament? Who had done that? Again 
and again we have raised the issue, and 
again and again you have responded to It by 
introducing seaacyclauses in allyourbankilg 
Acts. We are not allowed to know. what is the 
maximum amount issued by cheque to any 
one Individual, what is his name, what Is the 
bank concerned. 

Why? BecausetheprivatesectoractJvlty 
is always done in secrecy. It is always one 
upman ship. you do not want one to be 
detected by the other. 

We have moved away from very far 
from what we started with. When we say that 
your policies are responsble, during the 
course of the eighties, you have introduced 
these amendments in all your Ads. You 
were taking your steps forliberalisatioon, not 
today. Not today. It was in the early eighties. 
And independently of that, - independent~ 
of that - the whole course of development of 
strengthening the public sector and 
strengthening the private sectorthrough your 
activities was leading us to this inevitable 
position. 

Shri Singh mentioned this. He wants our 
industrialists to be Integrated with the global 
scene. He thinks that our industrialists have 
become mature enough. This scam proves 
that. Our capitalists, do not move for the 
tortuous path of industrialisation. They shift 
to the service sector; they shift to the 
financial sector because every day you get 
a two per cent return. Why take the trouble? 
There are workers, there are trade unions, 
there are battles, and there are management 
problems. This is still the quality of the Indian 
Industrialist about whom he takes pride and 
says that they are a match for the multi-
national abroad. And what is the latest news? 
After the scam, after the non-industrialists 
like Harshad Mehta have tasted it, the Birlas 
are moving Into the banking system. The 
latest report is that the Industrialists now 
have seen that the financial sector is much 

Sir, I charge the Government that this 
scam not only I8SIricI IseIf to the share 
market of a bank but iI is also In the public 
sector enterprises, whose shares were sold.. 
I have a list as to how many shares of the 
public sector enterprises were sold. Some 
details have come out in the Janakiraman 
Committee report. My charge is that the 
Ministries are involved not in the same sense 
as Shri George has raised iL I have_a list 
I do not want to take your time. A ~ 
whose paid up capital Is As. 65 Q1)f8 has 
eamed the profit of As. 150 crore and Is 
share is being sold at the past prica_ You 
have collected As. 3.000 crore in the Budget 
last yearby selling shares of the pubicssclor 
enterprises. H those shares were diractly 
sold, can you imagine how mJCh could you 
have collected? There is now a ratio caJIad 
'P' ratio. We are shocked that the 'PO ratio in 
the share market nGW stands at 55, which is 
almost a world racoR1. The price earning 
ratio at which the shares were sold was only 
eight. AUofthern ... prafitableCOJ11)Clflies. 
When the share market indicates 55, it takes 
into account losing COIJ1)aIlies as well as 
profitable companies. The cunent value of 
the shares. which want sold often in the 
market, as per the estimate. would h2Ve a 
Price Eaming Ratio of 250. Instead of 
collecting As. 3,000 crore through this, you 
could have collected not only As. 6000 crore 
but you cOukl have ~ out the entire 
revenuebudgetandflscaldeflcil.. Thecharge 
is not against Individuals. The charge is 
against the Government for creating a 
particulartype of atmosphere where allthese 
can be done. assert that it is a part of the 
scam that these shares were sold in this 
manner. Some details are there in the 
Janakiram CofMlittee report. The rest of the 
details will perhaps emerge in the . What the 
lesson to be learnt from this is that it is not 
Harshad Mehta alone, as an Individual. But 
collectively the policy. the approach that you 
are adopting is generating this kind of scam. 
Who is responsible for raising these shares? 
Is it Harshad Mehta? Is it Reserve Bahk of 
India? Who is responsible for:defrauding our 
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RMNIU8 to 1he aXIBnt of Rs. 10,000 aunt 
Ihroughsale althepriceeaming ralioof~ 
only? Is this scam which is lass than thai? 
. Ala you not I'8SfXJfISI*t for this? 

Since 19BOswaaraairaportinglhrough 
various comrnIIees that bank accounIs ara 
not f8COIdedto the extent of more than one 
Iakh aunt of rupees. The accounIs ant not 
raconciIed. You incIethegraed i'lanybar*8r 
whi:h is there pnwaIenl, as awnciaIed by 
yow policies. We have been drawing the 
attention of the Government to this non-
reconcIiaiion of the barIkklg system.. But not 
acting on thai wiI the GoII8mmenI be not 
held crirrW1aIy liable? 

MR CHAIRMAN: Please conclude. 

SHRI NIRMAL. KANTI CHATTERJEE: I 
am concluding wiIh two ~ comments. 
The references have been made to the 
Fnance Secretary do I a Merrber of the 
Planning Commission fixes up an 
appointment wih him? Can he deny thai ? 
(1nIemJption).1 am giving an exan1Jle. long 
time back when Shri VIShwanath PraIap 
Singh was the Fnance Minister, he made a 
rule thai no individual industrialist will be 
allowed to enter i'I his charrtJer. One day, I 
had an appoinlmentwlh him. To mysurprise, 
I was kept wailing because one indusIriaisI 
was meemg him. When I got my chance, I 
asked him you told me thai you do not allow. 
His answer was I could not deny this man 
because he was a Member of Parliament 
and he was asserting his right(lntenuplions). 
Hetriedtogenerate this Uldof atmospheIe. 
Has the Rnance Mi'lister succeeded in 
generating this kind of atmosphere? 
(Interruptions). 

MRCHAlRMAN: Please conclude. 

SKlI NIBW.. KANTlCHATTERJEE: I 
checked wiIh him I he J'8fI1BfIDHs 1hal But 
he....... . 

MRCHAIWAN: Heraalter, nothing is 
going one record. 

{InIBnupIions} 

MIt QJAIRMAN: You have asked for 
ooly 1S ninutes. I have you more than 25 
minutes . 

SHRINIRMAL KANTI CHATTERJEE: I 
think, your clock is not correct. 

(Interruptions) 

SfRPRfTHVU1AJO.CHAVAN(Karad): 
16". Chairman, Sir, thisdebate on the Security 
Scamhasbeengoingonforalmostamonth. 
This has rocked the nation to" its very 
foundations. It is, perhaps, the biggest 
scancIe i'I this country and perhaps the 
biggest scancIe in the world. 

• has shattered the credibility of Indian 
barIkklg system. our capital market, the 
ragulatory role of our Central Bank· in fact it 
has put a big question mark on the maturity 
of Inda's financial sector. 

The fraud is so widespread that all types 
offinancial i'lstilutions are involved either as 
wrong-doers or as victims .... (inte"uptions). 

MR. CHAIRMAN: One minute please. 
We extend the time by one hour more. 

SHRI RAM VIlAS PASWAN: Sir, at 
7;)0, the Deputy Speaker has invited us. 

MR.. CHAIRMAN: It is to be concluded 
today and the time is extended by one hour 
rnDnI. 

SKU HNlI KISHORE SINGH: Sir, the 
han. Deputy Speaker has very cordially 
invIed us. Do you want us not to honour his 
inviIaIion? 

MR.. CHAIRMAN: For M.Ps., the first 
prioriy is par1iamenl work. 
(TransIalion) 

SKU RAM VLAS PASWAN (Rosera): 
16". 0Jairman Sir, the hon. Deputy Speaker 
hasinviledustoaDilnerat 7.30 P.M.lwould 
wge that we should inform him that the 
House would sit 11 8 P.M. 
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SHRI PR~ D. CHAVAN: sr. 
there 81'8 private banks invoIIIad. 1hant are 
State-owned banks. 1hent ara cooperaIiII'8 
banks,1her8arafonJignbanks.MulualFunds. 
non banking financial insIIuIions, private 
finance companies aid even pWIi: sector 
undertakings. But the bottom iDe is that a 
few crirTinais in collusions will bankaIs_ 

• perhaps some bureaucrats. have sloIen 
hundreds of crores from ordinary 
unsuspecting citizens. 

Not only the people in this counby bur 
the entire intemational commnity iseagerty 
waiting to see the Governmenrs 18SPOlise 
andfortheabilityofthisraionandlspollical 
system to recover the i0oi, punish the py 
and to take effective mea5Uras_ 

The question thai is uppermost in the 
minds of the people of hia is - - How aMJId 
it happen- 'What wera the reasons for such 
a massive failura of ragulatorymechanismT 

The opposition's charge that 
Government's new emnomic policies of 
liberalisation and deregulation are 
rasponsible is not sustainable. On the 
contrary. it was the delay in I8foming the 
financial sector in time thai caused it 

Reforms ara urgently needed. They are 
• long overdue_ Wehavetoraformcu1inancial 
institutions_ Thera is need to ~ the 
capital market Thera is need to grant I1lDI8 
autonomy. mora authorilyto SEBL Thera is 
need forlaws on insidertracing, independent 
audits and stricter enfoR:ement of laws we 
have_ 

" you look at the whole affair 
dispassionately, above partisan 
considerations, youdraaisethattheorigWl 
of this scandaJ goes back to 11:18 unstable 
political situation which enwged aIIBr the 
198gelections_ltisllOlmyinlBnliontobiame 
any political party or any 0pp0sIi0n leader. 
People voted in a particular way. we cannoI 
help it But the fact remains thai the two non-
Congmss governments which ruled in 1990 
and 1991 wera unfortunately praocalpiBd 

Nation's attention was diverted from 
de.: •• 1l.npolciasaldeconorny1oYandal 
_ UancW. Dislulbed social conditions 
Iorcad the economy on the backbumer. 
Nobody was minding the srove. And 
condIions became ,.,. for 1he famous 
'8roIca"-BanIcar-8ul8aucratic' nexus to lake 
advin.age 01 this paralysis 01 governance. 

When the aininaIs raaJised thai on 
aa:ounI 01 obsoIaIe procadums and delays 
in reconciliation. the system could be 
breached, they started bending the rules. 
And when no one found out, because the 
GovemmenIs 1IeI8 too busy to act. they 
becamebolder, and uIimaIeIy. havingtasled 
the blood. went on to cheal the nation on an 
IIf1lI8C8denled scale. 

Thera is an ~ lesson hera. 
Whenever there will be grave political 
instabiIiIy at the Centra, therawil be astrong 
possIJiIy 01 such scams recurring. 

OUr economic pokies did certainly not 
cause this scam. However. theystrainadthe 
syslemto a breaking point. This should have 
been~edby the RBI andtheFJna11C8 
MnsIry. 

Our Government had to undertake an 
irm1ediate fire-fighling operation. Some 
decisions W8I8 inevtabIe - decisions I<e 
tight money policy with floating interastng 
IaIes, higherSlRlCRR raquiremerts. higher 
margin money on letters of Cradil Althese 
rasuled in extreme liquidly crunch.Thera 
was an incraaseddemandforsecurlies. Call 
money raIes shot up to 60 per cent The 
activiIy in the money market had heated up. 
TheGovammentaisoraisedthecoupon rata 
onoartm sac:utIias. I Slilnilthalttliscoupon 
rate issue is an issue which the J.P.C ... 
hava to look into. Thismadethebanks~ 
kMyialdseariiesinfavoorofhigher-yielding 
securties. The YOIume of transactions was 
bound to inaaase. This figura oft nine Iakh 
cn:ns.thathas been said had to increase to 
lhallevel Thecal money rates had gone so 
high 1haf banks sIarted using the subterfuge 
of ready forward and buy--back deals in 
sacurties to raise cheaper cal money_ The 
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Banker's Receipts were being used as 
countar-fal currency. 

My humble suggestion is that the Public 
Daptt. office at R.BJ. was not ready for such 
spurt in securities transactions and 
l'8COnCiIiation lagged. The R.BJ. should 
have raally acted at that time they should 
have enhanced the PDQ operation, 
automated It broken the stranglehold of 
unions. I will have to be dona. I am sure the 
Govemment wiD take suitable action in this 
regard. 

I submit that the malpractices and 
irregularities had started in early 1990 but it· 
was our Govemment which finally blew the 
whistle. Although we all agree that it should 
have happened earlier, the credit must be 
given for having unearthed the scandal 

, .(Intenuptions) 

SHRI RIKANT A JENA: You must give 
credit for that to the joumalist, Sucheta • 
Dalal, who is responsi>le for it (Intenuptions) 

SHRI PRITHVIRAJ D. CHAVAN: Please 
listen to me. 

The next i~rtant question is - after 
having discovered the scam, did the 
Government act promptly - and the answer 
is a resounding Yes. I will not recount here all 
that has been done because the House has 
been kepi fully informed of the position and 
what the Govemment has done in this regard. 
But fWerystep, fromJanakiraman Committee 
reports composition and constitution of 
special courts, CBI enquiries arrests and 
raids, and now the J.P.C. - all these clearly 
show that the Narasimha Rao Government 
has been sincere and how seriously it has 
been dealing with the subject. 

Is there anybody trying to stall the probe? 
• is but natural that those involved will try 
certainly to obstruct justice. But the Prime 
Minister has repeatedly assured the House 
on a number 01 occasions, here and outside, 
that no one whatever high position he may be 
cxx:upying, wiD be spared If found guilty and 

there will be no let up in the investigation. 

Sir, the Deposit Insurance Corporation 
has paid upto Rs. 30,000 and nearly 90 per 
cent 01 the depositors have been paid upto 
Rs. 30,000. But what about the remaining 
depositors who have deposits over the Rs. 
30,000 limit? Much oIthese moneys are trust 
funds. ForexafT1)le, the Mathadi Karngars of 
Bombay most 01 whom come from the area 
01 operation of this bank,had Iakhs and lakhs 
this is their provident fund money, gratuity 
money etc. There are deposits from the 
Karad and Kolhapur munq,alities. They 
have deposits of more than Rs. 30,000. 
They are not getting back anything _ j make 
aneamest appeal to the Govemment to look 
into this and see that these small employees 
wbodepositedtheirlife'ssavings arenotput 
to loss. 

Sir, on the t 1 th of July ,the Doordarshan, 
in its evening news bullettin, announced that 
the Bank of Karad is being taken over and the 
Reserve Bank of India has given permission 
for the take-over. We were all very happy to 
hearthis news. It was said that1he R.BJ. has 
given permission and the Bank of India will 
be taking it over. That News Bulletin further 
said - I have got a report from that News 
Bulletin - that now the uncertainty faced by 
two lakh depositors is over. The e01>loyees 
distributed sweets, the depositors 
congratulated the Government. Suddenly 
the next day we find that it is not so. So I will 
request the Finance Minister to please look 
at these small people who have lost their 
money for no fault oftheirs.1 personally know 
these people who have invested Rs. SO,OOO/ 
- or so. They are directly hurt by this scam. 
Their money must be returned. You must 
find a way out to give them their money. I 
wish that the Finance Minister will give a 
categorical assurance to these people in his 
reply. I hope thatthe Doordarshan's role and 
the RBI's role will also be investigated, as to 
how there is a tremendous lack of 
communication between the Ministry of 
Finance and the Reserve Bank of 
India.(lnte"uptions} .. An amount of Rs. 
30,000/- has already been returned, but we 
are worried about the remaining larger 
amounllhave an assurance fromthe Finance 
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Minister that he Is looking at It very transparency In financial raportIng, balance-
syt'l1)ath8tical and I hope some solution sheets ofthe banks, non-banking institutions 
will come out so that all the monex can be and only then can we reaDy judge what is 
l8turned. going on In these Institutions. Special audts 

Sir,I have some suggestions. I feel that 
there is a need to set up more benches oftha 
Special Courts so that justice is done 
Immediately and stalling tactics are not used 

, by these aimlnals. The SEBI needs to be 
given more authority. We have aJready had 
one Bia, but some more authority has to be 
given. There is a strong legislation reqUired 
againstthe insider trading • Insider trading is 
common throughout the Westem world, but 
there are strong laws In the United States of 
America and other Westem countries. We 
have no law for insider trading. Then, there 
is also a needm look at the conflict of interest 
situation, disclosure of assets and relations 
working in business establishments, banks, 
foreign banks by everybody, whether 
bureaucrats, parliamentarians or Ministers. 
Everybody should disclose his assets and 
the Parliament wiD have to look at it very 
seriously. 

Then, Sir, some laws are required to be 
enacted to make the evasion of taxes a 
criminal offence!i(e in the westem (X)untries. 
We have to amend the service rules of the 
bureaucratsto stopthemfromjoining dubious 
financial institutions immediately after 

, retirement. The RBI needs ralormlng; there 
has to be automation on a large scale, there 
has to be a data conmunication net work 
whk:h finks up every bank in the (X)untry with 
a satellite network, so that the reconciliation 
\akes not months as it does now, but only 
seconds. Only then, we can think of 
competing intemationally. The auditors who 
are auditing the institutions which are under 
cloud should be suspended for any further 
Government work. 

There is also a need to list al the public 
sector undertaking shares on the stock 
exchange immediately. We all suspect a 
major fraud and a major problem in the 
disinvestment of public sector units. This 
needs to be looked into and I hope the JPC's 
terms of reference will certainly focus on and 
the real situation will come out. We need 

and automatic enfon::ement on evasions 
have to be brought In into the financial 
system. We have taken some initiaJsteps by 
inaeasingthecapitaJbaseof althesefinancial 
institutions as perthe BIS racommendations. 
The risk based assets are to be made 8 
percent of the deposits. It is a welcome step. 

There is also another worry about the 
take-over of the various smaU banks by large 
business houses. We have a nulTtler of 
small banks fike Sang" Bank in my area 
which are threatened . The House knows 
about small banks which are being taken 
over by large business houses. This will 
negate the whole concept of nationalisation 
that Indiraji did. One needs to very seriously 
look into the whole affair. Another point. 
which has been raised time and again In this 
House and outside is about the parliamentary 
control over banks and other financial 
institutions. The time has come for it and am 
sure the JPC will look at it. The Narasimhan 
Committee has also reconmended it. The 
public sector banks did revolutionise the 
Indian financial sector, but they also have 
some problems in terms of controlled Interest 
rates, high SlRlCLR requirements, directed 
creditforsocial reasons,loan waivers, public 
sector work culture, outdated labour laws 
and opposition to modernisation. These things 
have virtually made the Indian banking 
system uncompetitive and unfit for global 
competition. 

There is an allegation and insinuation 
against some officials turned down. It is very 
unfair. One particular instance reganfing a 
meeting when certain officials of Finance 
Ministry have given interview to certain 
brokers. We all know such a thing should be 
avoided. I maintain that there is no way for a 
Finance Ministry official or any offICial of the I 

government of India to know whether a I 

person is going to be booked for some 
criminal offence one month ortwo months .• 
you create this kind of atmosphere, the 
entire bureaucracy will be demoralised. 
Officials will stop meeting private citizens. 
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Only the oIIiciaIs .. n&II In i1IPJ aIIiciaI 
n_lings. The buraaucracy .. dose the 
doaIs to any non-dIiciaI c:Iizans.. 

Ttaeisalso unIoItunaIe ..... 8IlC8fina 
and again cUing al1hase dabaIas ID ax-
WortdBank~lisvary""""'" 
some c:liZBnsor lrdahav8goneandworllad 
in Wortd Bank. When they COIIBIJack. they 
join the GovammenI witt rich expel_ICe. 
ntIUIionsshouldnotbemadeagainstthem. 
Ithe Housefeels thai working in Wortd Bank 
Is a crime, you can mae a 1ag1'at;"," to 
debar it but we cannot adopt double 
s1aIlCfards. k is very unfair .• the Housefeels 
thai: India need not mmain member 01 Wortd 
8anic. they are welcome to do I. Bur we are 
mentlers ofWortd Bank. Paopego1hera on 
depcltation and gain rich expeIiellC8 they 
come back and ~ the country. Them is 
noIhing wrong. This insinuation rmsI stop. 

One point wNc:h the hon. Member Shri 
GeoIge femalldes made in his axceIenI 
pewcllalion 10 the House. I congraIuIate 
him for thai, he has done 101: or work. He 
SJX*s about the rris-use or 8Rs. Bankers 
raceipI is an insIrurnanI wi*:h is inverEd in 
India. I was irMIfItedonlybecausewedo nd 
have a modem communication system. 
Physically ills~forsecuriies 10 be 
taken from one place to oIherplace bec:auIe 
they could be lying ill ,say caIcuIIa or 
Borrbay. During m., they Issue ~. 
Butthe problem is not BAs. But the problem 
is thai: the laws are broken.. Suppose today I 
wrIe a cheque forRs. 1001- wiIhouI balance 
and somebody pays. I is noI a pmbIam. • 
Is a cheque facility. A sysIem 1M BR has to 
be regulated properly .• anybody breaks a 
law, he has to be hauledforil We haveheald 
cases of Bank or Karad. where SGL account 
of Bank of Karadwasoven:lrawn. Theywrote 
SGLswhenthesecuritieswera nd avaIabIe_ 
Even I an ordinary clizen wriIes a cheque. 
ifil bounces. he Is arrasted.. WhywasnotthlS 
done in case of Bank or Karad? This has to 
be looked into. 

Although inter -connected, there are 
three distinct cimensions to this whole 

scandal.. First is, or course, the blatant 
manipuIaIion or the stock market by a few 
bn*8fs.. The second Is bank fraud. PSU 
disnI'8sImanI and daposiIs Is the third 008. 

AI these things are inter-c:onnected but 
Ihay have to be separately looked at and 
saparaI8 raguIaby mBChanism wil have to 
be brought in.. 

In c:oncIusion. the political wiN of the 
~ and althe pollical parties, going 
beyond partisan poIIics, wiN have to be 
sunwlloned. it we want to clean the system 
and I8SIor8 confidence in India's financial 
sector. The JPC has an historic task ahead 
to identilyandpunlshtheguilty andtosuggest 
rafonn. I has to play Is role not only as an 
invesIigatMt agency but also as a reforms 
conwnission. And I am sure Parliament and 
the JPC wiI rise to the oa;asion. 

[T ransIafion] 

SHRI RASI RAY (Kendrapara): Mr. 
Chairman Sir, I thank you for giving me an 
opportunily to speak. I would not like to 
repeal1IIe views expressed by the people 
who spoke prior to me. We have a serious 
objection, andthal is the accountability of the 
Executive, the main objective of ·the 
Parliament has not been fulfilled. Mr. 
Chairman. Sir, Hon. FIOanCe Minister Who 
has got love and respect for the MPs is 
present hem. I am discussing this question 
because the people of our country say that 
bunging or such enormous proportions has 
nevertakeriplaceinthiscountry. Therefore, 
I would life to subnit that some arguments 
have been given and Shri Manmohan Singh 
should stand and reveal the truth in the 
House. I can say that he is 10 be held 
responsi)Ie forthe whole scandal since he is 
the FIIlaIlC8 Minister. I expected that he 
would resign from his post after the scandal 
becausehehasnolbeen nurtured in congress 
culture and the exaJ'I1)Ie of Shri Lal Bahadul 
Shastri to before him. 

Mr. Chairman. he would have done <! 

great service to the democratIC process 01 
thiS country by resigning since he IS 
accoL1ab1e lorthe scandal. beinolhe finance 
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Minister of the country. But it has nul been 
done the democratic processolthecounby 
has received a corresponc:lng set back. 
Therefore, I think it is not the digniIy of the 
Finance Minister that he defended RBI 
Governor with various arguments whie he 
should have been suspended. 

I think all the hon. Mermers of the 
House will agree with me that the 
Parliamentary democracy has not become 
as strong in our country as it should have 
become. It has rather become weak. 

MR.CHAIRMAN: Sir. I would like to say 
that many people have been against Nehru's 

, policy from the very beginning. I would like to 
relate one incident. One Shri Mudgalwasthe 
Member of Parliament during his time. His 
name had figured in a scandal. He had 
received commission. When the charge was 
proved Shri Jawahar 1aI Nehru brought a 
motion to terminate him from his Merrbersh~ 
of the House. It has happened in this House. 
I am saying all this just to avoid repetiion of 
what Shri Nirrnal ji has said. Shri Manmohan 
Singh has introduced a newliberaleconomi: 
policy in his budget of 1991-92. Sir. I would 
like to say that Government of India 
propagated consumerism widely and people 
were asked to adopt consumerism and 
consumerist cuHure. 

I would like to cite an exaJl'1)le. In the 
Economic Survey of 91-92 a systematic 
strategy has been laid down to propagate 
Consumerisam, Consumerist CUlure among 
the people by the Government of India This 
ladto Harshad Mehta scandal Mr. chairman, 
Sir, I request you and Shri Mani Shankar 

, Aiyar to listnn me. 

[English] 

• In order to give the tax-evaders 
the opportunity. the Government 
announced a scheme under which 
any person could make a depOSit 
In the National Housmg Bank on or 
before ttl" 30th November.l991. 
The amounts deposited would be 

enquiry of investigation. 
SUbsequently. the operation 01 the 
scheme was extended to the end 01 
January 1992 to cut dOwn thedalay 
in the. disposal of applications by 
the Settlement Conmissioner; the 
provision for objecting to the 
admission of applications was 
deleted .. -

[TransIaIionJ 

MRCHAIRMAN: Sir, you can see how 
the Government has supported 
consumerism. and luxurious way of living of 
the rich people. I would Ike to say that today 
-4 boys who were bonded labourers, have 
been freed. Their names are: Dahru Groan 
10 years, VIOOd Mehta 11 years. Shagun 
Ram 10 years. SharJtilu Chero 13 years. 

They were working in a carpet Ioomupto 
31 stJuly. They have been freed. Similarly. in 
Milzapur and 8hadoi in lJltar Pradesh -4 
children have been freed out of the 1 Iakh SO 
thousand children working as bonded 
labourers. I would like to know the relation 
between 11akh SOthousand and otheraores 
of the children who are working as bonded 
labourers and Harshad Mehta on whom the 
disalSSion is going on. I would like to say that 
it was the outcome of the Government's 
support to the spread of consumerism and 
luxury. I would like to say that we have to 
keep these things also in rrind. 

MRCHAIRMAN: Sir, a rail accident had 
taken place in Shri 1aI Bahadur ShasIn~s 
time. SOOpeopie were killed in that acfcident 
He resigned owning the responsIliIity. After 
that when I was not the mermerof the House 
another Railway Minister had also pretended 
to resign. But actuaDy he did not resign. He 
told a later that the Prime Minister Shri Rajiv 
Gandhi had asked him not to resign so he 
was not resigning. Shri Basudeb Acharia 
was saying that 800 people had died in the 
Rail .lcc!dent. I donot want to name him. He 
IS known to everyone. He is still a cabinet 
Minisler. nwewanttnedemocracytoflourish 
we must present an Ideal before the country. 
We can serve oemocracy only by following 
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the fOOl staps of greaI men. The Anance 
Ynistar has failed to provide that kind of 
leadership to the country. That Is why I said 
thai democracy has weakened. 

Mr. Chairman, Sir, on 30th April Shri 
, Manmohan Singh stated In this House. 

[EngishJ 

I am not going to lose my seat so far as 
this scam is concerned. 

[TransIaIion] 

This is only because of it I so~ht his 
resignation andcisrrissalof RB.I. Governor. 
It has not link with J.P.C. J.P.C. has been 
announced. It is being constituted. People 
are happy perhaps they think thatthe J.P. C. 
is a solution to aI the problems. But we are 
seeking Shri Singh's resignation out of love. 
We were hoping thai we would resign suo 
moto but he did not resign. So I am forced to 
say there things. You stil have a time to 
resign and to dismiss RB.l Govemor and 
thus he can set an exaJ"l1)le . (Interruptions) 

Shri George is saying that it will be right 
if dismissal of the Governor and his 
resignation come simJltaneously. 

I would Ib to make a point about the 
pAJS8nt Banking System. I would like to 
know Govemment's reaction to Inter Bank 
Reconciliation statement of 1991 of Rs. 2 
lakh 31 thousand crore presented by 
Parliamentary Committee on Government 
Assurances. Balance sheet shows that in 
1991-92 Canara Bank earned profit of Rs. 
156 crore. 

[E~lishJ 

The Canara Bank failed to take into 
account the figuras of as many as 554 
branches which remained un-audited. 

( Ttanslation) 

It is true thatthe bani< had earned profit, 

but It Is also true that Its 554 branches 
remained un-audiled. Canara Bank has not 
been audited. Ministry of FIIl8f1C8 and RBI. 
do not know the reaJ positIo'n: 

(E~lish) 

"The Banko' Baroda with astronger 
bottom-line-profit 95 crores rupees 
- has 915 unaudited branches 
while the smaller Bank of 
Hyderabad has 262 unaudited 
branches with only the 
managernentcertifyingthe retums. 
The Indian overseas Bank -profit 9 
crore rupees -has failed to audit the 
accounts of 492 branches and 
offices while the Central Bank whose 
profits are placed at 3049 crore 
rupees has a massive 1495 
unaudited branches. 

Calcutta's big three have their own 
tale of glory. The UCO Bank whose 
losses for 91-92 are 2098 crore 
rupees and the accumulated losses 
of 119 crore rupees has 852 
branches unaudited while the 
United Bank of India - profit 668 
crore rupees has not taken accounts 
of 660 branches. They are 
unaudited. 

The Allahabad Bank with a 
better profits of 28 crore rupees 
leads the pack with 950 unaudited 
branches." 

The point to make is, whether it is the 
unaudited Central Bank of Shri Margabandhu 
or UCO Bank, the annual reports are equally 
contaminated. For example, consider the 
case ofthe Bank of Baroda. Certainly it is one 
of the best, which has reported a net profit of 
Rs. 95 crore for the year ended 31 st March, 
1992, upfrom Rs. 56.66crore. The bank too, 
like its other nationalised counterparts, does 
not quite believe in balancing its books or 
auditing its accounts before announcing its 
profits. 

I have been going through the various 
audited accounts of the nationalised banks 
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for the year ended 31 st March, 1992 which 
have been published in various newspapers. 
I found that certain audit noteslnotes-on-
account are common in almost all the 
published accounts of the banks. On enquiry 

, I found that these notes have been in the 
audited accounts for last so many years. On 
sample basis I am reproducing the audit 
note/notes-on-accounts of one large, one 
medium , one small and one SBI Group 
banks, appearing on the audited published 
accounts for the year ended 31 st March, 
1992. These audit/account-notes are 
significant in view of the Stock-Bank-Scam 
as well as daily reported frauds in the 
nationalised banks, as per Government 
statistics the fra~s reported between 1986-
91 were 9496. These account notes also 
give the sorry state of accounts of the 
nationalised banks. 

Bank of Baroda (Deposits - Rs. 19,049 
crore) 

"Balancing of books in certain 
branches ofthe Bank, reconciliation 
of control accounts with subsidiary 
ledgers\schedules (inter-alia 
pertaining to deposits, drafts, 
advances, suspense accounts, 
clearing differences etc.) and 
reconciliation of accounts with other 
banks (including Reserve Bank of 
India, State Bank of India and 
foreign banks) continue to be in 
progress, bank has old debit and 
credit balances in various heads of 
accounts including balances in 
foreign accounts, such as inter-
branch transactions, drafts paid 
without advice, drafts payable, other 
inter-branch accounts, balances 
pertaining to dividend/interest! 
refund orders paid! payable which 
are being." 

[Translationl 

Mr. Chairman, Sir, the same type of 
thing which I have read is given to Bank of 
Baroda every year. United Bank at India 
(Deposit 5369 crare) balanCing book and 
format one of same type. 

[English] 

"Inter-bank reconciliation including 
Reserve Bank of India. inter-branch 
reconciliation including Demand 
Drafts payable, Drafts paid ex-
advice, items in transit, Clearing of 
old items in suspense account 
etc .... 

State Bank of Hyderabad (Deposits Rs. 
3178 crore) 

"F rom the aforesaid facts may I ask 
the following questions in respect 
of each of the Nationalised banks 
and SBI and its subsidiaries. In 
reply the figures of each bank may 
be. split in respect of (a) Branches-
audited, and (b) Branches - not 
audited separately. 

(a) the gross amounts ( debit and 
credit amounts separately stated) 
involved in the accounts to which 
the aforesaid audit/account notes 
relate. 

(b) date upto which the accounts 
referred to in audit/account-notes 
aforesaid have been reconciled 
cleared and/or adjusted: 

Gross amounts adjusted to revenue 
account (debit and credit separately) in the 
last five years (yearwise figures) on such 
reconciliations of such accounts referredtgo 
above. 

What action the RBI and/ orthe Finance 
Ministry have taken from time to time in the 
last five years as and when annual accounts 
were received with such audit/account notes. 

Has the RBI or Government fixed a 
target date to get the aforesaid accounts set 
right? 

Are the newspapers correct in estimating 
the amount involved in such irregularr 
accounts at Rs. 10 thousand crore? 

On going through the audited accounts 
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of the aforesaid banks I also find that about 
40 per cent of the branches of such banks 
are not audited. In this connection may I ask 
the following questions? 

The quantum of deposits, advanot s 
and interest involved in each bank in r9Sf:' c:f 
ot its unaudited branches tor the year en. Jd 
31st March, 1992. 

Why these branches are not audited 
when so much of irregularities are being 
reported by auditors and frauds officially 
reported every year. 

In view of the scam and various 
irregularities reported in Press and otherwise, 
is the Govemment thinking too get each and 
every branch of a bank audited for the year 
ended 31st March, 1993 and onwards? 

On going through these published 
audited accounts I find that in almost all the 
banks the following note appears in respect 
of bad and doubtful advances., 

"Advances include amounts due from 
industrial units which have been taken over 
nationaiisedunc!erCentraVStateenactments, 
from sicklweak units and from defaulting 
borrowers. These have been considered 
recoverable by the bank after taking into 
account appeals/petitions against awardeesl 
adlhoc payments received in certain cases, 
cases pending before the Board for Industrial 
and Financialo Reconstruction, the existing 
or proposed rehabilitation/nursing 
programmes, estimated value of existing 
and prospective securities, worth of the 
guarantors and borrowers,legalproceedings 
againstthem, claims (lodged orto be lodged) 
available under various guarantee shcemes 
of the Government and prospects of 
recovery-. 

In this connection may I ask the following 
questions in respect of each of the bank? 

Amount oof advances involved as on 
31.3.1992. 

Value of securtty held In respect of such 

advances on 31.3.1992 as estimated by the 
bank management giving break up of (a) 
land and buildings, sheds etc. (b) plant and 
machinery, (c) tools and stOl'8S, (d) raw 
materials (e) finished gOOds (f) book debts 
and (g) any other security held. 

(Translation] 

I have brought to your notice that how 
after recommendation of Parliament 400-
SOObranches of one Bank have not been un-
audited. I have told you the real position of 
even those Banks which have been audited. 
In this context, I would like to tell you that all 
this happened due to the consumerism. I am 
confident that Shri Manmohan Singh would 
agree with Shri Indrajit Gupta who raised this 
question. It was necessary for the Govemor 
of R.B.I. to make a statement when the 
discussion was going on in the House. The 
Statesman reports from Bombay, I read it 
out: 

[English) 

" The Reserve Bank of India Governor, 
Mr. S. Venkitaramanan, today said the 
leading management consultant firm, 
A.F.FergusonandCompany, had been asked 
to assist an intemal task force set up by RBI 
to strengthen its furnctioning in view of the 
vastly changed economic scene, reports 
UN I. 

Mr. Venkitaramanan said it had become 
imperative to take stock of the latest situation 
in the wake of the Government's new 
economic reform and liberalisation 
prograrnrTlfj, to betler regulate the banking 
system and focus the future role of RBI. 

It was for this purpose that the intemal 
task force, consisting of 24 officers., was set 
up a year ago ... • 

{Translation} 

The Govemor of R.B.I. has dared to do 
this without permission of the Parliament, 
which also Indicates consumerism. The hen. 
Minister of Finance should throw light on this 
issue. I am coming to the last point. 
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• has caused S8V819 damage to the 
aadIIIIy of the whole financial sector. tts 
nplcalions and ramifications are fardeeper 
and wider and transcend the narrow 
procedural/criminal aspects being 
invasIigalBd by CBIIRBI . It is not a s~ 
'sys18ns talUI9'. The MOF and RBI cannot 
escape dir8ct rasponsIMIly. The question of 
pollical accountabilly is most inlX>rtant. 
The sean:h light of enquiry needs to be 
focussed on the Informal power structures 
for the sake of promoting purity and probity 
in public lie. The role played by the deceptive 
miliue of the NEP in misleading the small 

'investor needs to be Investigated. 

I we take this background into account 
and if we wish to pursue aD these issues and 
aspeds 1horough1y then the only effective 
way of aa::of1llIishing this objective Is to set 
up an open high kwaI judicial enquiry which 
has to be conduded by a sitting Judge of the 
Supreme Court who is of patent eminence 
andstanding .• is just notpossble to activate 
this by means of low level, narrow-focussed 
investigations subject to the administrative 
control of the executive and pl9judiced by 
sel-absolving pronouncements of the chief 
actors. 

[ TransIcDm) 

Mr. Chairman, Sir, I would Ii<e to say in 
the end that In the opinion of the House as 
It has been related in the House today, that 
thel9 are no charges against Shri Madhavan 
and it seems to us that the Govemment of 
India is hatching conspiracy against him by 
coIIedIng false charges. Now a J. P. C. is 
lkelyto be conslituted by this House. It is my 
suggesIionthatthel9shouldbenodeliberate 
conspiracy against a good, diligent and 
honestofficarllceMadhavan byGovemment 
Of India. A public opinion has been formed 
throughout the country that Madhavan Is an 
honest person and is inquiring into the entire 
episode honestly. Butthe Gowmmentdoes 
not want to allow him to wor1t honestly. I 
suggest the Govemmentthatthe services of 
UadhaVanshould be l8taJnedsothatJ.p".C. 
may function properly. That Is what I like to 

[English] 

SHRI CHETAN P.S. CHAUHAN 
(Amroha): Mr. Chairman, Sir, I thanl< Shri 
Jaswant Singh tor initiating the debate on 
this scandal, share scandal, the scam which 
has come red the attention of everybody in 
the last three months. 

The credibility of the banks has been 
lost. This is one of the biggest scandals in the 
history of Indian share mat1<et and according 
to some, may be this is the biggest scandal 
in the world. People have lost their hard-
earned savings; as I have said earlier, the 
banks have lost their credibility. Clever 
managers and executives wot1<ing in the 
banks and financial institutions with their 
dubious schemes have collected erores of 
rupees. The rules, procedures and practices 
of the banks have been flouted. With the 
shoddy deals amongst the bankers and 
brokers, funds have been misused and 
misappropriated. The BSE index jumped 
from 1209 in April 1991 to 438. The tumover 
increased from Rs. 60,000 erore to Rs. 
2,40,000 erores this year. The modus 
operandi has been mostly the Bankers' 
Receipts andthe Securities General Ledgers. 

lime and (#gain, the Finance Minister 
has been saying that it is the breakdown of 
the system. Having wot1<ed in the banking 
industryforover20 years, 1 do not agree with 
the Rnance Minister because the securities 
in the transactions which take place are 
maintained by the Public Debt Office of the 
Reserve Bank of India. All transactions 
regarding the securities are recorded in the 
Securities General ledger and the Bankers 
Receipts issued by the banl<s are also 
recorded. The settlement between the banks 
is unusually done between 15 days and 30 
days. Sho Harshad Mehta took full advantage 
of this. That is the reason crares of rupees 
have been utilised. Knowing the system of 
the RBI, and, as I said with the experience 
of the bank, we submit weekly statements, 
fortnightly statements, monthly statements 
and quarterly statements to the Reserve 
Bank of India. The Reserve Bank of India, I 
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must also say, the departments .. are quite 
efficient. In certain cases, when the 
statements are not submitted, they give a 
grace of about 15 days and we get a notice 
of 15 days. The notices usually are sent to 
the higher authorities. In case the action is 
not taken by the branch or the zonal office, 
the notices are sent to the head offices, to 
the chairmen and action is immediately taken. 
The responsibility and the supervision of the 
banks and the banking transactions are all 
done by the Reserve Bank of India. As such, 
I will hold the Reserve Bank of India solely 
responsible forthis scam. The Reserve bank 
of India definitely had knowledge about the 
scam. That is the reason way back in July, 
1991, a circular was issued by the RBI. I will 
read out the warning given by the RBI 
concerning the use of BRs: 

"It has been our intention to ensure that 
the banks do not undertake sale 
transactions in securities without actually 
holding them and do not issue BRs 
unless they are in a position to deliver 
the securities within a reasonable time. 
contrary to our above expectation, 
banks have been issuing BRs freely 
(without regard to whether they will be 
in a position to deliver the securities 
there against within a reasonable time) 
and against an initial outstanding BR, a 
series of transactions are put through 
by further issue of BRs and in the final 
analysis only the BAs are exchanged 
and no security is delivered." 

It goes on. But with this I only wantto say that 
the RBI was very much aware about the 
unhealthy practice which was going on. 

Subsequently, when the budget was 
presented here, the SLR, which used to be 

, around 39 per cent, was reduced. Once this 
amount was reduced, the SLR was reduced 
to 35 per cent and now to 30 per cent. The 
banks had surplus money. Once the banks 
had surplus money, the surplus money had 
to be invested. The RBI, the Finance Ministry 
and the other departments should have 
definitely planned as to where these funds 

would be invested by the banks because 
even if the banks advanced the loans, they 
have certain limitations and the limitations of 

"the loans cannot be increased overnight. 

Sir, by the excessive use of misuse of 
BR, the amount involved is Rs. 1417.12 
crores. With this, the credibility has also 
been lost, as I said. Some time back the LCs 
issued by the Indian banks were not accepted 
in the foreign banks in foreign countries and 
that is the kind of situation where we have 
come today. The ordinary investors outside 
India have lost confidence in the banking 
system and banking industry and as a result, 
a lot of NRls have started withdrawing 
money from the banking system. Thing have" 
gone to such an extent that the National 
Housing Bank which is wholly-owned 
subsidiary of the Reserve Bank of India failed 
to honour the commitments or the cheques 
which were presented and the bills also 
could not be paid on a particular day. Sir, we 
cannot forget that, from the records which 
are available and the information that we 
have, the Reserve bank of India or the 
Finance Ministry has taken action against 
the senior executives of the banks and 
brokers. But no action has been taken 
against any official of the Reserve Bank of 
India and the bureaucrats. I have a list of 
about 17people. They areseniorbureaucrats 
connected with finance and the children of I 
some of whose who are working in the banks 
are employed in foreign banks. I would say 
that there are doubts as to whether because 
of these links of the bureaucrats with the 
foreign banks and with their kith and kin 
employed in banks, some important 
confidential reports have been leaked out. 
There has been a mention that the coupon 
rates were increased and suddenly, 
ovemight, the foreign banks came into the 
market and bought a lot of securities as a 
result of which they made a lot of money. I 
suggest that a separate regulation should be " 
framed to prevent influence and confidential 
information sho~ld not be leaked out in 
future. 

Coming to the SLR, as I have said, 
depositsarenearlyRs.150 lakhcroresinthe 
banking sector. Now, having seen that SLR 
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was reduced and additional funds were have no commitments like the nationalised 
available to the banks, no plan was banks who have responsibilities such as 
formulated. My senior Member, Atalji, when priority sector lending upto 40 per cent. 
he was speaking on the Budget, mentioned Whereas, the foreign banks have to pay just 
here that liberalisation is being brought and 10 per cent for the first time. This way, what 
concessions are being given. But is this is happening is that the foreign banks are 
system and the people ready to accept taking away the cream from the industry 
liberalisation? And this is one of the reasons andlthey leave the rest to the nationalised 
that the scam has taken place. This kind of banks. I would suggest that the Finance 
surplus money which was available in the Ministry may frame the rules in such a way 
banks had to be invested and through the that the public sector undertakings should 
connivance of the brokers, this money has not be allowed to deal with these foreign 
been misutilised. banks. They should deal only with the 

nationalised banks. 
Another very serious thing that has 

been mentioned here is the Portfolio 
Management Scheme. Under the portfolio 
management scheme of public sector 
undertakings, my information is that nearly 
Rs. 40,000 crore are invested by public 
sector undertakings of the State and Central 
Government Departments. It may even be 
more but we just do not the have system to 
find out the full information. Now, under this 
portfolio management scheme in vogue, 
money can be invested in the banks only and 
again through the bank, it may be invested 
in securities, but only in the those securities 
which are approved by the Government of 
India. 

The usual practice is that in most of the 
banks, their financial services are used as 
a front. Money is taken by the banks and the 
banks pass the money out to their financial 
services and though these financial services 
to the brokers. In this way, the money is 
utilised in the share market. This is against 
the guidelines of the Reserve Bank of India. 
As I said earlier, I was once a part of this 
system and we too used collect money from 
the public sector undertakings. I know very 
well how these transactions take place and 
I would like to warn the Finance Minister to 
look into these aspects also because this 
also is a very big scam. Commissions are 
exchanged and money is given to the banks 
which offer some kind of an incentive. 

Here I would like to mention another 
pOint. Why is the Govemment encouraging 
the foreign banks? These foreign banks 

A lot has been said about Harshad 
Mehta, the bull. I would like to the Finance 
Ministry to inquire into the bear cartel also. 
It is a fact that the bears did lose a lot of 
money. They need somebody to finance 
them. The biggest bear goes by the name of 
one Mr. Ajay Kayan of Calcutta. He has his 
firms cartel all over the country. I would just 
read one passage before I conclude. I quote: 

• However, the bears must still have 
made heavy losses, though it is difficult to 
estimate them. One member of the cartel, 
for instance, is believed to have been short 
by30lakh shares in Apollo Tyresin February 
1992. He boughtthem at Rs. 275 againstthe 
selling price of Rs. 150, but it is still not clear 
where he got the money to fund his Rs. 37.5 
crore loss. As for Koyan, he only says, "We 
are very comfortable," which is entirely 
possible. 

There are, then, two loose ends in the 
grant securities scam. Standard Chartered 
is still unable to trace Rs. 1,055 crore which 
seems to have vanished. Where did the 
money go? The bears have managed to 
cover their enormous losses effortlessly. 
Where did the money come from? And is it 
possible that there could be link between 
these two questions? 

The answers lie With the bears like Ajay 
Kayan, Manu Manek, who finance them arid 
Hiten Dalal, the man through whom Stadard 
Chatered's money flowed out. No one else 
knows the whole truth behind the bear 
canel." 
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Finance Minister? let them resign. After he 
ge1sacleanrepor1fromtheJPCthatheisnot 

I would like inquiries be made into these involved in this affair, then let him come 
aspects. Thankyouverymuch.(/ntem.ptions) back. TilitheJPC's Inquiry IsCOflllleted, he 

20.00 hrs. 

SHRISRIKANTAJENA: Slr,youplease 
allow me to say a few words. 

MR. CHAIRMAN: No. The Janata Oal 
has taken disproportionately longer time. 
Now, I am taking the permission of the 
House to extend the time forthis discussion 
till the end of the reply by the Minister. 
Several hon. Member: Yes. 

THE MINISTER OF FINANCE (SHRI 
MONMOHAN SINGH): Mr. Chairman, Sir, 
I am very grateful to all the hon. Members 
who have taken part in the debate. What has 
happened in the financial system is not a 

. partisan issue. It is ourcollective responsibility 
to find out the truth and the whole truth. Our 
Government will offer its fullest cooperation 
In finding out the truth and the whole truth. 
The prime Minister has assured this House 
that whosoever is found guilty, however high 
he or she may be placed will be punished and 
on that pOint our commitment is to ensure 
that we get to the root of the problem to find 
out how this thing has happened and who 
are persons responsible for this fraud. In 
this, there should be no doubt with regard to 
our commitment. (Interruptions) 

MR. CHAIRMAN: When you were 
speaking the Finance Minister was listening 
calmly and now, you should listen to him. 

SHRI BASUDEB ACHARIA (Bankura): 
Sir. on moral grounds, the Finance Minister 
should resign. 

SHRI SRIKANTA JENA: Sir, I am on a 
as point order. 

MR. CHAIRMAN: What is your point of 
order? 

SHRI SRIKANTAJENA: Sir. " theJPC 
has to take everything into account and to 
find oul who are the culprns, then what is the 
use of having this Finance Ministry and the 

should not be in the Office. 

THE MINISTRY OF PJ\RUAMENTARY 
AFFAIRS (SHRI GHUUM NABI AZAO): 
This is very wrong. 

SHRI SRIKANTA JENA: SIr, he should 
resign. 

SHRI BASUOEB ACHARIA: ThIs is a 
very valid point. Let him resign. 

SHRISRIKANTAJENA: IflheFinance 
Minister, after a long nine- hour debate says 
that only the JPC will find out who were the 
persons who were involved and he cannot do 
anything, then what is the use of having this 
discussion? What is the point? What was 
the necessity of having a discussion for nine 
hours in this House and in the end, if he says 
that he will only act after the JPC's 
recommendations are received? 

MR. CHAIRMAN: It is not fair that after 
such a long debate, you do not wantto listen 
to the reply of the Finance Minister. if you 
have got any point, I will allow you after the 
Minister completes his reply. You may not 
agree with me but you must listen. I w~1 allow 
you after his reply. 

SHRI MAN MOHAN SINGH: I started 
by saying in my initial statement on the 8th 
of July that this scandal is not due to any 
single factor. There has been a system 
failure that we cannot deny. (lntetruptions) 

SHRI SRIKANTA JENA: No, Sir. The 
system has been made to fail; the system 
has not failed. (Interruptions) 

MR. CHAIRMAN: This is not the 
procedure that after every sentence you get 
up interrupt him. (Interruptions) I will not 
allow you. To follow that procedure. Yes,the 
hon. Minister, you please go on. Only because 
you do not agree you should not interrupt. 
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SHRI MANMOHANSINGH: In addition, didldo? Iwasworriedaboutthe health ofthe 

I have also stated that there has been a banking system. 
collusion between certain functionaries in 
the banking systems as well as the stocks 
market operators. 

SHRI BASUDEB ACHARIA: Not the 
Finance Minister. 

SHRI MANMOHAN SINGH: I will come 
to that; I am going to deal with that. Now our 
efforts will be to find out the truth in all these 
matters; and all those guilty, you can rest 
assured we will punish them. 

Now I come to this issue; this issue has 
been raised about the responsibility of the 
Finance Minister. I think lowe to this House 
and lowe to the country to explain my 
conduct; and I do not have to wail fort he JPC 
to pronounce; of course, the JPC will 
pronounce. But I thought, as a preliminary, 
I should take this House into confidence and 
explain the role I have played in this affairs. 

Now, there are three aspects of this 
problem. There is a banking system; there 
is also a stock market problem; there is also 
a management of the public sector and the 
public sector disinvestment. References 
have been made to all these three issues. 
Now what did I do. Our Govemment came 
into office on the 21 st of June. Within one 

'month, I had presented the Budget; and I 
would respectfully submit that no Finance 
Minister had presented two regularBudgets 
in a short period of seven months. But even 
then I did not allow that. I think I was worried 
about the banking system. On the 18th 
August I recorded a note saying that all over 
the world these financial sector frauds were 
taking place and therefore we should be 
alert and that the Reserve Bank of India 
should appoint a group to go into this aspect 
That group was appointed by the Reserve 
Bank, if I remember correctly; I am speaking 
from my memory, on the 18th of September. 
That group included Dr. Madhavan as its 
member; that g roup went into the causes of 
fraud in the financial system; that report has 
only recently been received. So it was not 
that I was totally inactive. Now, what else 

Shri Rabi Ray has mentioned about 
irreconciliation in inter-branch transactions. 
This is not one year problem; that is a 
problem which has persisted for several 
years. The weakness of the banking system, 
the lack of effective supervisory arrangement 
- if you read the terms of reference of the 
Narasimhan Rao Committee, which was 
appointed by me within one month of our 
Government coming into office, you would 
see what they contain. One of the terms 
reads as foUows: 

"To review the existing supervisory 
arrangement relating to the various 
entities in the financial sector in particular 
the commercial banks and the term 
lending institutions and to make 
recommendations for ensuring 
appropriate and effective supervision." 

And what did th9'Committee find? The report 
of this Committee was made available. All 
these things that have been mentioned by 
Shri Rabi Rai about the irreconciliation, the 
inadequate supervision forbad and doubtful 
debt, these are problems with our banking 
system; these problems require a solution; 
and that is why this Committee was 
appOinted. Therefore, I think I do not plead 
guiltyto the charge that I was negligent in my 
duties with regard to what the Finance 
Ministers role should be in looking after the 
banking affairs. Shri George Fernandes has 
read out the rules of business. I have been 
in Government long ago. Now ycu have 
said, for example, the Home Minister is 
responsible for law and order; a murder 
takes place in one particular place: are you 
gOing to say that the Home Minister is 
responsible for that? (Interruptions) ... 

SHRI BASUDEB ACHARIA: Do not 
compare. Why are you comparing? 

MR. CHAIRMAN: Please take you 
seats .... (Interruptions) No Interruptions 
please. (Interruptions) ... You do not add to 
the noise. 
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SHRI A. CHARLES (Trivandrum): He 
can only give facts. (Interruptions) 

SHRI MAN MOHAN SINGH: Shri 
Chandra Shekhar is here. he talked 01 
ministerial responsibility. I have great respect 
and regard for him. I would like to submit to 
this House, that in April last year a ghasity 
tragedy took place, a future Prime Minister 
of the country fell victim to the bullets of the 
assassins. Who was the Home Minister 
then? who was the Prime Minister then? 
Would you say that person was responsible 
for that tragedy? We have never said that. 

Butlhls logic that Shri Chandra Shekhar 
and his friends on the left are pushingforwaro, 
let me saY,ldo not buy this theory that if you 
have a theft in the village, therefore, you 
should ask the Mayor to reSign. It is an 
outmoded theory and that is why,l think, our 
communist friends are becoming outmoded 
today. 

I think, I can share with this House a 
joke which is very common in Russian. 
( Interruptions) 

THE MINISTER OF STATE IN THE 
MINISTRY OF PARLIAMENTARY AFFAIRS 
AND MINISTER OF STATE IN THE 
MINISTRY OF SCIENCE AND 
TECHNOLOGY (DEPARTMENT OF 
ELECTRONICS AND DEPARTMENT OF 
OCEAN DEVELOPMENT) (SHRI 
RANGARAJAN KUMARAMANGAlAM): 
This cannot go on. Mr. Chairman Sir, I will 
have to request you that this cannot go on 
like this. (Interruptions) 

MR. CHAIRMAN: Please sit down. Why 
do you make noise when they are sitting 
quite? Please do not make noise. 

(Interruptions) 

MR. CHAIRMAN: Yes, please go on. 

(Interruptions) 

SHRI BHOGENDRAJHA (Madhubani): 
There IS a point of order. 

MR. CHAIRMAN: No point of order 
please. 

SHRI BHOGENDRA JHA: Sir, I have a 
point 01 order. Even today he Is stili the 
Finance Ministerofthe country and a Cabinet 
Minister. So he cannot pass remarks like 
that about the internal affairs of that country. 

MR. CHAIRMAN: h is no point of order. 
Please sit down. 

( Interruptions) 

SHRI MAN MOHAN SINGH: I want to 
relieve the tension of the House. I am not 
going to criticize any country. I am only 
mentioning to you a joke which is common 
now in Moscow. In a school, a school 
teacher asks the school children to donate 
money for a country 'X', in the name of the 
Communist Party 01 that country. Mishais a 
child in that school. He says, "I am sorry, lam 
not going to contribute because my father 
has told me that there is no Communist 
Party in that country: Next time, the teach 
says, "let us raise some money for trade 
unions in that country 'X'_' Misha says. "I am 
not going to contribute because there are no 
trade unions in that country,' Third time, the 
teacher says, ihis time, let us raise some 
money to helpthe poor people in that country 
'X'". But Misha says, "Madam,lam not going 
to contribute because myfathersays, in that 
country there is no Communist Party, !here 
are no trade unions, so there can be no 
poverty." 

This is the state of knowledge of the 
Communist party. (Interruptions) 

[ T ranslalien} 

SHRI NITISH KUMAR: Mr. Chairman, 
Sir, we are no laughing atthis joke but atthe 
hon. Finance Minister himself. 

[English) 

SHRI BHOJENDRA JHA: There shall 
be a communist party. 
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SHRIGHULAM NABIAZAD: You should SHRI BHOGENDRA JHA: He is not 

have asked for tutors for coaching. India's Finance Minister. He is a ** who is 
(Interruptions) speaking here. (Interruptions) 

MR. CHAIRMAN: It is all right. It was 
only a joke. Please sit down. 

(Interruptions) 

[Translation] 

SHRIGEORGE FERNANDES: This joke 
is suitable for the club of the rich people but 
not seemly for the dignity of the 
House ... {lnterruptions) Such joke may be 
cast in the club of the rich people. It is not 
proper for the dignity of the House ... 
( Interruptions) 

[English] 

SHRI MANMOHAN SINGH: You are 
• the last persons to tell us what is right for the 
country ... ( Interruptions) 

[ Translation) 

SHRI GEORGE FERNANDES: These 
people have not a bit* .... (Interruptions) 

SHRI BHOGENDRA JHA: The hon. 
Minister of Finance is speaking against the 
interests of the country in the name of a joke. 

[English) 

SHRI NIRMAl KANTI CHATIERJEE: 
Is it this that he is trying to emulate, that there 
should be no socialist movement, and there 
should be no trade unioris? (Interruptions) 

SHRI MANI SHANKAR AIYAR: The 
Soviet Union does not want any communists 
and India does not want any communists. 
This is a' * party in the whole world. You are 
the ** ** party in the world. You are just the 
** 

SHRI BASUDEB ACHARIA: The 
Finance Minister is merely mocking at us. 
We are waking out In protest. 

**Expanged as order by the Chair 

SHRI A. CHARLES: You all can go. 
( Interruptions) 

MR. CHAIRMAN: Order, order please. 

SHRI BHOGENDRA JHA: It is not the 
Finance Minister that is speaking but the ** 
is speaking from his mouth. (Interruptions) 
The ** is Speaking. 

MR. CHAIRMAN: Order, order. 

20.19 hra. 

At this state, Shri Basudeb Acharia and 
some other hon. Member left the House. 

SHRI SRlKANTA JE'NA: We are really 
very sorry that the Finance Minister is not 
taking this discussion so 'lightly. He is not 
talking it seriously. This is most unfortunate. 
He should have resigned and gone 
(Interruptions) ** 

SHRI BHOGENORA JHA: We do not 
want to sit in this House. We are walking out 
in protest. 

20.20 hra. 

At this stage, Shri Bhugendra Jha and 
some other hon. Members left the House. 
( Interruptions) 

At this stage, Shri Srilcanta Jena and 
some other hon. Members let the House 

MR. CHAIRMAN: The leader of the 
Opposition wants to speak now. 

[ Translation) 

SHRllAL. K. ADVANI (Gandhi Nagar): 
Mr. Chairman, Sir, I express my regret that 
this discussion is ending in this manner. I 
may also be having some thoughts about 
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the communist party but It was not relevant 
in the context of the discussion taking place 
today. Provocative statements have been 
made unnecessarify. It would have been 
better if that had not taken place. Ai present 
theGovemment is in an unfortunate situation 
and is defending a big racket. By taking in' 
this way you have given them an opportunity 
to stage a walt out. Thus was not proper. 
( /ntemJpIions) 

SHRI GHULAM NABI AZ.AD: Let me 
make it clear. I think, you do not know. You 
were not here. I was sitting there only. They 
had decided two hours back to walk out 
when the FlIlance Minister start replying to 
the debate. Actually they were consuning 
each others how to fllld fault with the Finance 
Minister so that they can walk out They tried 
half a dozen times and ultimately they 
waked out. Now the cat has come out of the 
bag. Shri Jaswant Singhji has started this 
disaJssion on 9th. Now this clearly shows 
that a group of Opposition Parties in this 
House were not keen in this and that is why 
they had diverted the attention of the House 
to other issues, seam to 
Ayodhya .. ( Intetruptions) 

SHRI MANMOHAN SINGH: n was not 
my intention to hurt anybody's feeling. I was 

• trying to relieve the tension. And if I have hurt 
any Merrber's feeling I apologise to them. 
That was not intention. I thought that it was 
a light hearted joke. But if it hurt anybody's 
feeling, I appologise. 

I was explaining my role what I did in the 
areas of the ban\dng system. 

Now with regard to the stock markets. if 
you look at census. in January 1990 census 
was 750. In October 1990 it rise to 1560. It 
was an increase of lOOper cent in a period 
of ten months. Our Government was not in 
office at that time. Then. it fell to around 
1.000. more than a fifty per cent fall. in 
January 1991.ln October1991 it rose by 21 
per cent. I can truthfully say that I was 
worried about at that time. In tact in the very 
first weef( when I became Finance Minister. 

I was asked in a press conference you are 
painting sUCh a gloomy picture of the 
economy, yet the stock markets are 
booning". And I said - this you can verify -
that a booming stock market in a collapsing 
economy makes no sense. 1llerefore,1 was 
worried about this stock markel And yet the 
word of the Finance Minister can have 
undesirable effect. I had to be very careful 
what I said in public. In October, when the 
credit policy for the busy season was being 
formulated by the Reserve Bank I asked the 
Reserve Bank to ensure that no money was 
made for speculative purposes; whether 
they were commodities for speculation or 
speculation In the stock marKet. H you read 
the credit policy statement of October 1991. 
you would see that the credit merchants for 
purpose of financing stock were greatly 
tightened. That was. I think. the period when 
census was rising. Until January I had a 
feeling that this was probably a correction for 
what had happened in the earlit}r years. But 
in January when census started rising again, 
I was worried about what was happening in 
the stock market. On 30th january the 
Chairman of SEBI wrote a letter to the 
Secretary. Department of Economic Affairs, 
pointing out that the stock market prices 
were rising at a rate which is not healthy. In 
reply the Finance Ministry wrote back that 
SEBI had by then been given full powers to 
do whatever was necessary. But I do not 
rest content with that. I called the Chairman 
of SEBI and at his suggestion I called a 
meeting on 28th Maral. This meeting was 
called much earlier but because of my 
parliamentary pre-occupation. it had to be 
postponed twice. Finally. this meeting with 
all the major office bears of the Stock 
Exchange was held in my Office on the 28 
March. \ discussed with them what was 
happening in the stock markets trade 
practices and related issues. At that meeting 
they had assured me that when they go 
back. they will do whatever is possible to see 
that the stock markets do not behave in an 
abnormal fas,ion Quite honestly at that 
time. I did not know in January what was the 
source of money flowing into the stock 
market because on the face of it. the Credit 
Policy for October. 1991 was tightened to an 
extent that large sums of money could not 
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flow into the stock market TheCI8dII Policy 
was further tightened. But, I did start 
discussing with the Govemor 01 the Reserve 
Bank around February Man:h that he roost 
find out what is the source which is feeding 
this stock markets speculation. Some 
information was received that this money 
was coming from abroad, That was one clue 
which was followed but it aid not lead to 
anywhere and it is in that process that the 
Reserve bank of India started looking at the 
banking system. They found that the Bank 
01 Karad again was doing what they had 
detected in March, 1991. On the 4th of 
Uarch the Govemor of the Reserve Bank 
I'8COrded a note in the file, which I have seen, 
in saying that some action should be taken 
against the Bank of Karad because they 

• have not followed the instructions of the 
Reserve Bank. This was an internal note. It 
was discussed within the Reserve Bank and 
finally it was said that one more warning 
should be given to the Bank of Karad and 
that final action should be postponed until 
the announcement of the CrecfJt Policy. I 
think, Shri Jaswant Singh had asked this 
question as to who had prevented the 
Governor of the Reserve Bank from taking 
action against the Bank of Karad in March, 
1992. I have discussed this matter with the 
Governor. I have also got a written 
communication from him that no political 
influence whatsoever was brought to bear 
on him in this particular matter. I can assure 
in this House that I never inter fered in the 
Reserve Bank in taking or postponing action 
against the Bank of Karad and the Govemor 
01 the Reserve Bank had assured me that no 
other political Influence was brought to bear 
on him 

Now, J was explaining that, at the same 
time, the income tax offices was also active. 
On 28th February, the income-tax office, 
raided the group of eight brokers. Now, 
unfortunately, the income- tax office took a 
long time to find out what they got because 
they did not have access to the password, 
hiS assess would not co-operate with the 
income-tax authorities. Actually, the income-
tax people came to know only towards, I 
think, the middle of Mayor thereafter. I wish 
to assure the House that whatever was 

possible at the policy level In the Ministry 01 
Finance to deal with the problems of the 
banking system with the stock market and 
rising prices, I was alert. I these things have 
happened, .I 'am not saying that I knew 
everything, but whatever was humbly 
possible at the level of the Finance Minister, 
I did perfortn my duty. 

Now, a reference as made to public 
sector investment and I have stated publicly 
that we needed this disinvestment. This was 
a commitment made not by the previous 
Govemment Shri Chandra Shekhar had 
announced in the House that they would 
have a programme of disinvestment to the 
extent of Rs. 2500 crores. We had a huge 
budget deficit and we felt that we have to do 
it. That was the right decision. But, I also 
stated publicly that we were going into 
unchartered waters and we had no 
experience of doing these things. I was also 
aware of the fact that similar things in many 
other countries had landed the Finance 
Minister into difficuHies. Therefore, I said 
that we must adopt a course of action which 
would not lend into those problems. So, 
instead of selling each unit's shares 
separately, we decided that we shall bundle 
them into a selected unit, that we will not sell 
it in the market because then there wiD be 
charge of manipulation, that we win sel it to 
the Mutual Funds because all these Mutual 
Funds happen to be in the public sector, so 
that even if the Government loses money, 
the money will be made by the public sedor 
Mutual funds. The public 01 India as a whole 
would gain even ~ the Government acts 
foolishly. These were the motives why we 
chose that particular path of disinvesfing. 

The Janakiraman Committee has 
brought out that the Allahabad Bank and the 
581 Capital sold these shares in violation of 
the guidelines that were laid down at the time 
of bidding. , have looked atthose guidelines. 
I have my doubts whether there was, in strict 
sense of the term, any violation by these two 
banks. But I think we will pursue that and if 
there has been any violation of those bidding 
guidelines or bidding condnions, we wUl take 
action on that. I do want. therefore, to assert 
that whether it was the stock marKet aspect 
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or the banking aspect or the public sector 
disinvestment aspect, I think what was 
humanly possible was done in the Ministry of 
Finance. 

Now I come to certain questions which 
were raised in the course of the debate. 
Reference has been made to the role of the 
bureaucrats in the Ministry of Finance. Shri 
V.P. Singh is not here. He said, how was 
Hershad Mehta invited to the Ministry of 
Finance. I stated yesterday and I repeat that 
we did not invite Harshad Mehta for any 
meeting. All that happened was that he met 
a then member of the Planning Commission. 
and said that he had certain ideas as to we 
need not depend upon the IMF, that the had 
an idea an altemative strategy. The Member 
suggested to the Finance Secretary that it 
might be good for the Finance Secretary to 
here his views. The Finance Secretary, as 
he meets many other persons, saw that 
person. No other official of the Ministry was 
present. This was not a seminar, this was 
not a meeting. Let me say, the Finance 
Secretary did the right thing. If Harshad 
Mehta at that time had sought an interview 
with me- personally, as a citizen of India, I did 
not what he was doing - I might have also 
granted him an interview. Therefore, I think 
the Finance Secretary's conduct is absolutely 
above board and I stand by wheat he did. 

Shri George Fernandes is not here. 
Yesterday I think he referred to the wife of 
a Secretary in my Ministry saying that she 
was on the Board of Trustees of CANfINA. 
It has led to COflll'ete demoralisation of the 
top bureaucracy. Such charges are made 
where people have no recourse or redress 
against this sort of wild charges. I do, 
therefore, want to place on record what my 
VieWS are. He made an explicit reference to 
the wife of a particular high official of the 
Ministry of Finance saying that she influenced 
the CANFINA. She is and she was on the 
Board of Trustees of Canbank, Mutual 
Fund, but she was a Trustee even wilen that 
particular official was working with Shri V.P. 
Singh. Therefore, this lady did not become 
the trustee when this particular gentleman 

came to the Ministry of Finance. H you look 
at the academic qualifications of that lady 
she has a ph.D from MIT. Sh", is one of the 
brightest economists of our country and I 
say with all authority that in the eighties, the 
brightest and the finest work of India's 
industrial sector has been done by that lady. 
Now if you malign that lady, she has no 
resource. I think han, speakers have been 
saying this, and if it is said on the floor of the 
House, I think it really hurts. It has 
demoralised the top officials of the Ministry of 
Finance and I think the House must ponder 
over the consequences of such senior 
Member as Shri George Fernandes, leaving 
such wild charges. 

I said yesterday and.1 repeat that if 
anybody has any information against me or 
my officials, I accept full responsIbility torthe 
conduct of my officials, whether they have 
done with my knowledge or without my 
knowledge. You do not have to wait for the 
J.P.C. to settle this matter. Let them take 
matter to the hon. Leader of the Opposition 
and I will abide by his assessment whether 
any wrong-doing has been done. 
(Interruptions) 

SHRI CHETAN P.S. CHAUHAN 
(Amroha): Sir, I have a point of order. I can 
understand it if one person, one bureaucrat 
or one family member being named. But 
when is a list of 17 to 20 bureaucrats whose 
kith and kin are working in the foreign banks 
or in other banks, it leads to doubts. That is 
all. It is not that we are linking it directly. But 
that definitely leads to d!i>ubts. The possibility 
of leakage of certain confidential papers is 
there. 

MR. CHAIRMAN: It is not a point of 
order. 

SHRI MANMOHAN SINGH: Sir, Since 
the han. Mermer has brought up the point 
of leakage of the coupon rates, let me say 
that I also heard that there was a talk long 
before thIS scam diSCUSSion became a 
public knowledge and I also nerad that there 
was a talk going rouna Itlat there was 
probably, a leakage of the coupon. It was in 
that context that I asked thf' Governor of the 
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Reselve bank of India to do a sar\l)Iecheck my assurance cthatwewil not spare anybody. 
of the securities. He did do a sample check 
of the securities transactions of the State 
Bank of India. It was found that the State 
Bank of India did buy about As. 400 crores of 
securities during the timelperiod when the 
coupon rate was announced, or wast to be 
announced. We subsequently asked the 
State Bank. The State bank have explained 
that they needed these securities because 
they got low deposits and, therefore, for the 
purposes of S.L.A. they needed more 
securities and, therefore, they had to buy 
securities. 

I conclude that this may not be the 
conclusive thing. The J.P.C. is at liberty to 
pursue any further leads it may have. But as 
far as my Ministry is concerned, I would like 

,to point out that with regard to the coupon 
rate, there were only four people who knew 
what was happening. Apart from myself only 
the Finance Secretary, the Secretary 
·(Economic Affairs) and the Additional 
Secretary (Banking) were knowing it. I can 
assure the hon. Member that none of us 
have any son or daughter working in any 
foreign banks. I have seen papers being 
circulated in the ? Central Hall where 
somebody said that I had a son- in fact I have 
no son- who working in the City Bank. Then 
somebodysaidthatlhaveadaughterworking 
in a foreign bank. I have three daughters but 
none of them is working in the banking 
system and that applies to the officials who 
are \forking with me. As far as other officials 
are concerned, I feel that the officials have 
as much right, I think, that they cannot 
interferes with what their children - when 
they grow up-do. therefore, it would be a sad 
day where if a person became an official of 
the Government of India and, therefore, his 
children are debarred from pursuing what is 
best in their interest. Therefore, I do not buy 

.this argumentthat by having their children in 
any particular bank they have committed a 
crime. But as a measure of abundant caution, 
I have written to the Cabinet Secretary to 
hold an enqUiry to find out if there is any truth 
in all these allegations. I am stiD awaiting 
from the Cabinet Secretary the results of this 
enquiry. n anybody is found guilty, I may 
assure you- and through you the House has 

This is with regard to the coupon rate. 
Several other issues have also been 
mentioned. Let me reply them. 

Shri Jaswant Singh brought up this 
whole issue of the decline in moral fervour, 
decline of the value system in our country. 
I personally, fully agree with him. When 
people talk of the nexus between 
industrialists, politicians and bureaucrats how 
does this arise? It arise because of the 
excessive discretionary control of the 
Government in the Management of the 
economy. Why would anybody care about 
bureaucrats' children if bureaucrats did not 
have economic power? Why would anybody 
care about politicians' sons if politicians' 
actions did not decide the destiny or the 
fortunes of one particular industrial house? 
It is this that we are trying to correct by 
removing, I think, the obstacles to economic 
of our country. by minimising the scope for 
discretion in the exercise of economic 
policies, by dismantling this licence-permit 
raj. I think we are trying to remove this 
underlying process of what has come out in 
our system. 

Favours are done and favours are taken, 
I think it is a fact of life. this is not something 
which can be corrected overnight. We do 
need moral revival; we do need, I think re-
emphasis on the ancient values for which 
out country was known, but that is not 
enough. We must deal with those economic 
instrumentalities, the economic system which 
'3ncourages this type of behaviour and that 
is precisely what is the purpose of economic 
reforms that we have launched. It is in this 
sense that I submit to this House that this 
scam is in no way connected with the 
liberalisationtrack.lnfact, some economists 
have done an economitric exercise. I have 
already mentioned that the stock market 
prices rose by 1 08 percent between January, 
1990 and October, 1990. It is my guess that 
this mechanism of diverting banking funds 
to the stock markets was in operation even 
then. 

The Bank of Karad thing came to the 
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notice of the Reserve Bank of India, not 
when our Government came into power, but 
in March, 1991. So, I am not blaming any 
particular Govemment. I would be the last 
person to blame either Shri V.P. Singh or 
Prof. Madhu Dandavate, that they did this 
thing or that this was done with their 
knowledge. But, I think, this is a fat that this 
thing was going on. As I also said in my 
statement, I wish the Reserve Bank of India 
had been a little more alert. Having issued 
the circular in July, 1991, they did ask for 
compliance reports. I have seen the 
COrJ1)liance report ofthe Bank oflndia. Quite 
frankly, if the State Bank of India had given 
me any statement, I would have believed it 
100 per cent. The State Bank of India is the 
pride of India. I would never distrust the 
statement ofthe State Bank of India and that 
was the state of my mind, and therefore, 
when the State Bank of India at the level of 
the Chairman of the State Bank of India tells 
the Governor of the Reserve bank that they 
are fully satisfying all the conditions laid 
down in the July, 1991 circular, then I think it 
is to much to blame the Governor of the 
Reserve bank. 

Similarly, I have seen the compliance 
report signed by the management of the 
Standard and Chartered Bank. h is true that 
the Reserve Bank at India, looking backward, 
could have ordered a special audit. But. I 
think, in human affairs, you have to act on 
the basis of imperfect information and that 
was in that par1icularcase the Reserve Bank 
of India thought that the Bank of Karad, after 
all, is a small entity. It was not a big player. 
They did not know the magnitude of the 
amount involved in the transactions of the 
Bank of Karad. Therefore they left it at that. 
But, they went back to the Bank of Karad, 
Bank of Madura and one other bank in 
January and February again and that is how 
they discovered that these things were going 
on. In the meanwhile, when they discovered 
desaepancies in the State Bank of India, 
then I think, the problem became much 
bigger and subsequent story is all that is 
known. 

Therefore, I have said in my statement 
earlier, that I wish the POO's offICe in the 
Reserve Bank of India has been 
Computerised so that this process of 
reconciliation of SGl accounts, which the 
hon. Member referred, should not be 
undertaken on a fortnightly basis, but could 
have been done on a daily basis, if the whole 
system had been Computerised. But.l~ow 
the tremendous res .... ance that our unions 
play, for examptb, In computerisation; 
corJ1)uterisation is no solution to all these 
problems, but it would have certa~nly gelped 
to unearth this fraud much earlier than has 
been the case. I also mentioned that ex-
post-facto, in retrosped, it appears that the 
supervisory arrangements in the Reserve 
Bank of India n8A(j to be strengthened and 
that is what I saiu-t my statement on the 8th 
of July that we are going to set up a strong 
supervisory agency to look althe functioning 
of the banking system. That was one of the 
recommendations of the Narasimham 
Committee and that it what we are going to 
irJ1)lement. 

Sir, some hon. Members have criticised 
me for shielding the Reserve Bank of India. 
I want to share with the House what have 
been my motives. I felt intensely said when 
the State Bank of India somehow got involved 
into these transactions. I have already said 
that the State Bank of India has been a 
source of pride to us and now if without 
adequate evidence. I go on to say that the 
Reserve Bank of India is also in the same 
category, you can imagine the consequences 
of creditworthiness of our country. Credit 
is normally based on trust. Out banking 

. system may have many difficuhies. Butt if all 
round an irJ1)ression gets round or is created 
that everybody working in the banking 
system, from top to bottom, is a crook, I think 
you will criticise me, but I think if I had 
adopted any other course, than what I did, 
I would have done a great disservice 10 the 
cause of maintaining creditworthiness of our 
country. h is not my intention to shield 
anybody in the Reserve Bank. "anybody is 
found guihy of having nor performed his 
duties, I think the JPC will find out and this 
was my intention. 
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information? It Is one thing to say there has 
been a scam. Theonlyagency,lthink,lhave 
to find out the truth was from the Raserve 
Bank of India. H right from the begining I had 
said that the Reserve Bank is suspect, I am 
afraid, we have very honest reports from the 
Reserve Bank of India. It Is a trbute to the 
staff of the Reserve Bank that despite all 
these attacks on the Raserve Bank , I think 
they have out the truth and if I also join the 
chorus thai the Reserve Bank is also 
managed by crooks. we night very well have 
beendebating altthesethings, but we would 
never have found the truth. 

I respeclfullysubmittothis august House 
that what I said in defence of the Reserve 
Bank was an act of duty and it was not in any 
wayan attempt to shield myseH, as Shri 
Chandra Shekhar said yesterday. He said I 
have skeletons in the cup board, and 
therefore I dare not criticise the Governor of 
Reserve Bank. Let me assets once again 
that I have no skeletons in the cup board. I 
challenged him yesterday and I challenge 
anybody else, if they know anything about 
my conduct,let them take it to the Leader of 
the Opposition. I will abide by that verdict. 

References have been made to the role 
olthe foreign banks. Some people have said 
I have been soft on foeign banks. Our 
position is that, all banks in our country, 
whether they are Indian banks or foreign 
banks, have to abide by the laws of our 
country. But I did say and I said it before that 
in the changed circumstances, a large 
presence of the foreign community in our 
countryisto our advantage. You look at what 

• is happening in China today. If you want to 
increase your exports, how are you going to 
increase your exports? Ftrst tho iflllortance 
aJR about the soundness of that particular 
exporting entity and if you have a bank here 
to certify that "No. This Is a very good party: 
I think you have crossed one hurdle. We 
want more foreign investment In this country. 
When an industrialist abroad wants to invest 
something in our country, he does notcome 
to out banks. He goes to his bankers and 
they assess oura8dltworthlness, they asses 
our economic prospect and~someofthese 

banks are present her. I think and I honestly 
feel that their assessment about our 
performance, about the potential of our 
economy, would be much moreconstrudive. 
It Is for nothing today you find India figuring 
on the top pages of fortune and in the last 
one year, I respectfully submit we may not 
have solved all problems. but we have 
created a climate in the rest of the worldthat 
India is now awake, that this country is a 
country of tremendous potential. People talk 
of Russia. People talk of China But I think 
when you take a long-term view, several 
people say that, if any country needs longer 
term attention, it is a country like India. It is 
in that context that we have to look at the role 
of the foreign banks. I do not want to shield 
any foreign banks if they have violated our 
laws. I have stated earlierthe Reserve Bank 
has ordered a special audit of the security 
transactions of the four foreign banks. Now, 
Sir, Shri Vishwanath Pratap Singh asked me 
whether that audit has begun I can assure 
him, through you, that audit is already in 
progress. But we should not jump to 
conclusions. There was, in 1991-92, a large 
increase in security transactions. But why 
did it happen? I think my friend Shri Chavan 
gave us the right explanation. You would 
recall thatb6fore ourGovemmentcame into 
office, the previous Government has put a 
very tight import squeeze. I was associated 
with Shri Chandra Shekhar. They wanted to 
go back to the oid quantitative control 
system. I said that control system is obsolete; 
let us rely on the credit mechanism So, 
credit tightended; the margin requirement 
was strengthened. So, industrialists, having 
to get more money fromthebankingsystem. 
felt they could not get it and therefore ifTllOrts 
were depressed. There was a very tight 
credit squeeze. It is in this atmosphere that 
banks feH that they were short of funds. 
Therefore, in order to meet this statutory 
liquidity requirements of a tight money 
market regime, there was a large increase 
in the security transadions among the banks. 
Let me say that bankers' receipts are the 
buy-back arrangements. There is nothing 
immoral about this, These are techniques of 
financial innovations. H property used,l think 
they are positive instruments of financial 
development If misused, I think they can do 
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type of harm that they have inflicted on our 
system. But the background of this was the 
tight money policy; the fact that the banks 
had needed more money; the call-money; 
market rates were rising and in the process 
they had therefore to have more securities 
and in the process there was scope for 
misuse. It is so because if the call money 
market rates are as high as 60 percent, they 
soon discovered that by diverting bank 
funds to the stock market, you can find a 
cheaper route to satisfy the various 
requirements. But having said that, I would 
like to assure this House that we will pursue 

, all these matters. whether they concern 
Indian Banks and foreign banks, it would be 
a sad day if merely on the basis of hearsay 
orwithout solid evidence, charges are levelled 
against one bank or one individual because 
we are a country which takes pride in being 
a country governed by the rule of law. 
Everybody in our country is innocent so long 
as he proves himself to be otherwise. 

Sir, when I talk to foreign businessmen 
this is the one thing they mention. They say 
that know China is doing a great deal. China 
offers today much betterterms to any foreign 
investments than we do. But everybody 
says that he knows India has a settled 
system of jurisprudence. We are a country 
govemed by the rule of law. I think we 
should not lose that reputation. Therefore, 
whether it is dealing with foreign banks or 
Indian banks or individual bankers, I think we 
should have certain degree of restraint when 
we come to criticise various entities. It is not 
my intention to shield anybody. Whosoever 

. has committed offence, whether he isforeign 
bank of Indian bank of official of any bank or 
in the Govemment he orshe will be effectively 
punished. 

Sir, Shri Vishwanath Pratap Singh 
yesterday raised some questions about he 
raids which were conducted on the 28th of 
February. I have mentioned that though 
raids were conducted on a group of brokers 
on 28th of February but the decoding of the 
computer took a long time. Therefore, it was 
only towards the month of May that some 

information became available. On the basis 
of that information, one particular person 
Nirenjan Shah was raided by the Income-tax 
Office and that information was further 
passed on to the Enforce(llerp Directorate. 
Aquestion was asked by ShriJaswant Singh 
what action was taken. I think three orfour 
persons were arrested by the enforcement 
Directorate for violation of FERA. Further 
work is in progress. I can assure the House 
that whosoever has violated out FERA, laws 
whosoever might have taken money out of 
the country - I do not know its extent today-
whosoever might have indulged in that 
offence will be brought to book as well. 

Shri V.P. Singh asked why a particular 
Commissioner of Income-tax was shifted 
and was there any political motive? I have 
looked into these files. I am satisfied that this 
particular officer was one of the individuals 
dealing with some of the cases. When the 
Harshad Mehta group cases became so 
large, the Board of Direct Taxes felt that time 
had come to centralise all these cases in the 
hands of a single authority. It was this which 
led them to the centralisation and not any 
political intervention which was implied by 
Shri V.P. Singh. 

I believe, I have covered most of the 
points that were raised in the course of this 
debate. I have left no questions unanswered. 
I will be very happy to provide any further 
explanation. I would conclude by re-assuring 
this House that out Government takes the 
task of going to the Joint Parliamentary 
Committee very seriously. And Shri Jaswant 
Singh should rest assured that we want to 
provide every possible assistance to the 
Joint Parllilmentary Committee to get atthe 
truth and tne whole truth and whosoever is 
found guilty or accountable for th_ 
misdeeds he or she will not be spared. 

SHRI RAM NAIK: I had raised an issue 
whether the Ministers have submitted their 
letters to the Prime Minister stating that they 
are in no connected with the scam. Reply has 
not come whether such letters have been 
given and if they have been given, what are 
the contents in that? This is an issue which 
I had raised, but no reply has come. 
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SHRI MAN MOHAN SINGH: That 
question is addressed to the Prime Minister. 
The Prime Minister yesterday in his statement 
explained the position that on the basis of 
such enquiry that he has made, he is 
satisfied that none of his Ministers was 
involved. 

SHRIPRITHVIRAJD.CHAVAN(Karad): 
What about the position of take over the 

, Bank of Karad by the Bank of India as was 
reported. 

SHRI MANMOHAN SINGH: With regard 
to the Bank of Karad. the position is that the 
Reserve Bank of India had filed a suit of 
liquidation of the Bank of Karad. I share the 
concern of the hon. Members about the fate 
of depositors as well as employees of the 
Bank of Karad. Therefore, the Reserve Bank 
of India has been exploring ways and means 
of dealing with this human problem. We 
have, in the first instance, paid Rs. 30,000 to 
all the depositors. I think nearly out of a 
deposit of about Rs. 90 crores, about Rs. 45 
crores of deposits have already been paid 
back. As regards the rest of 1he money, the 
Bank of India has been approved by the 
Reserve Bank of India to take over certain 
branches of the Bank of Karad. But this 
requires the approval of the high court. I feel 
when this materialises the employees' 
interests would be taken care of and the 
assets, I believe; are- sufficiently large also 
to protect the interests of depOSitors. That is 
the present state with regard to it. 
(Interruptions) 

SHRI RAM NAIK: I had raised this issue. 
When some of the branches could be taken 
care of, they should take care of all the 
branches. Why one branch is taken over and 
why the other branch is not taken over? Why 
is this unnecessary diSCrimination? After all 
it is not the fault of those employees, it is not 
the fault of the depositors. whatever should 
be done, should be done un~ormly to all. 

That much suggestion should be given to the 
Reserve Bank. 

SHRI MANMOHAN SINGH: I take note 
of that suggestion. 

MAJ. GEN. (RETD) BHUWAN 
CHANDRA KHANDURI (Garhwal): The 
Minister in his earlier part of the reply said 
that he had given instruction or told the RBI 
in October, 1991 that no money is to be 
handed over or given for speculative 
business. 

21.00 hrs 

In the event we know, large sums of 
money has gone into this. I would like to 
knowfromthe Minister, whether instructions 
were violated by the RBI or the had issued 
specific instructions and those were violated 
by various Banks. 

SHRI MANMOHAN SINGH: Sir, I have 
already mentioned that legally large scale. 
moneycouldnothavellown fromthebanking 
system to the stock markets. The fact that 
money inlact flew from the banking system 
into the stock market was in violation of the 
approved guidelines 01 the Reserve Bank of 
India and that is what they came to discover 
in the month of March thatthis was happening 
in a big scale. 

MAJ. GEN (RETD) BHUWAN 
CHANDRA KHANDURI: My point was that 
you have said instructions/guidelines were 
given in July. Thereafter, you have told RBI, 
again in October 1991 that no money should 
be made over for this business. In spite of 
that . money has gone out. I just want to 
know -I amnottalking 01 July 1991 guidelines, 
I am talking about your directions in October 
1991 - whether they were disobeyed by RBI 
in not giving specific instructions to other 
banks or whetherthey were violated by other 
banks in spite of specific instructions given 
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[Maj.Gen Bhuwan Chandra Khandurij MR. CHAIRMAN: Now, the House 

consequent to your directions in October 
1991. 

SHRI MANMOHAN SINGH: Sir, I have 
stated that there have been violations of the 
Reserve Bank's Instructions by the concemed 
banks. 

stands adjoumedto meet again tomorrow at 
11.00 a.m. 

21.01 hrs. 

The Lok Sabha then adjourned till Eleven 
of the Clock on Wednesday, August 5, 
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