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SHRI H. M. PATEL: I think the
hon. Member is not well informed
in this matter. Anyhow, even if this 
suggestion has to be advanced, that 
does not take us very far.

SHRI P. RAJAGOPAL NAIDU: In 
persuading the state governments
what is the alternative put forth by
the hon. Minister before them?

SHRI H. M. PATEL; The alterna
tive is excise; i have already said so.

SHRI V. ARUNACHALAM; For
merly the state governments have 
agreed to give up the right to levy
tax on textiles, sugar and tobacco and 
the income from these things is fro
zen to the states. Has the govern
ment any proposal to increase the 
share* to the state governments?

SHRI H. M. PATEL: The whole
of it goes to the state governments.

Inquiry against Allahabad Bank and 
Central Bank of India

*262. SHRI KANWAR LAL GUP
TA: Will the Minister of FIN
ANCE be pleased to lay a statement 
showing:—

(a) what is the report of the inquiry
made by the Government against the 
Allahabad Bank and the Central Bank 
of India;

(b) who made the inquiry and what 
action has been taken on it; and

(c) is It a fact that no action has
been taken against the defaulters?

THE MINISTER OF FINANCE
(SHRI H. M. PATEL): (a) to (c).
A  Statement is laid on the Table
of the House. ^

Statement

(a) to (c). Government have made
no enquiry against the Allahabad
Bank. If the Hon’ble Member is 
referring to the transactions in the 
Allahabad Bank which were the sub
ject matter of the Short Notice Ques
tion No. 14 answered by me in this 
House on 8th July, 1977, the answer 
is that the bank deputed an officer
from its Head Office to enquire into 
these transactions. A Committee of
the Board of Directors has also look
ed into the matter. The Bank is 
taking disciplinary action against the 
concerned officers.

Government have similarly made 
no enquiry against the Central Bank
of India as such. However, a One-
Man Committee consisting of Shri 
D. N. Ghosh, a senior officer in the 
office of the Comptroller & Auditor 
General of India, was appointed by
Government to look into the credit
facilities granted by the B-ink to the
Kohinoor Mills Ltd.. The re
port of the Committee ha?. U*en 
received by Government and is under 
examination.

SHRI KANWAR LAL GUPTA- I11 
the statement the hon. Minister has 
stated that a Committee of tho Board 
of Directors had looked into the mat
ter and the bank is taking disciplin
ary action against the concerned offi
cers. This is relating to the Allaha
bad Bank.

Regarding the Centra! Bank he 
has stated that somebody has been 
appointed by government to look into 
credit facilities granted by the Bank 
to Kohinoor Mills Ltd. and that the 
report of the committee had been re
ceived and is under examination. My 
question is, what was the report in 
the case of Allahabad Bank and what 
was the report in the case of Central 
Bank and what action has been taken
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by you in both the cases'’ Why some
body  else other than an Officer was
not appointed to make an inquiry’

SHRI H M PATEL: I think so
far as the Allahabad Bank is con
cerned, the Parliament Street Branch
o f  the Allahabad Bank had accepted
deposits aggregating sum of Rs 6 45 
crores for a period of one year dur
ing December 76 to March 77 at 17 i 
per cent interest against the Bank’s 
Association s guideline ol 13-1/2 per 
cent and on payment of a broker
age of Rs 1 22 lakhs In addition, the 
branch agreed to pay interest on 
current account of the Kangra Co
operative Bank against Reserve Bank’s 
directions During July 76 to May
77 the same branch lent funds
aggregating Rs 3 44 crores to the 
Punjab & Sind Bank Limited both
in participation certificates and m 
fixed deposit-; bearing a lower rate 
of inteicst than the borrowing rate 
from the Kangia Cooperative Bank 
It was found that onlv one bioker
was patronised in all these invest
ments This subject had been gone 
into and approrriate action was 
taken So fai as the Cential Bank 
is concerned

SHRIMATI PARVATHI KRISH- 
NAN What is the action taken on 
it* Th it is wlnt h  ̂ asked

SHRI II M PVTEL So fai as 
the Cential Bank is concerned an 
Officer has been asked to go into the 
matter and then submit a full re
port to see what was the state of the 
textile unit the management of
which has substantially been taken 
over bv the B ink, and m regard to
ils> lending

SHRI KANWAR LAL GUPTA My
second pait of the question was what 
action has been taken’  He has not 
replied to that

SHRI H M PATEL So far as 
the Allahabad Bank is concerned, the 
Officers concerned were placed under
suspension and mquiry is continuing

That is all So far as the second
case is concerned, it is still under con.
sideration.
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SHRI H M PATEL These mat
ters are certainly the matters which
are being looked into by us A com
mittee was appointed by the Reserve
Bank to go into this question of
lapid branch expansion, what are
the consequences how to see that
whatever difficulties are noticed are 
put right

SHRI KANWAR LAL GUPTA
About embezzlement

SHRI H M PATEL: Embezzle
ment as such need not be looked into



19 Oral Answers MARCH 10, 1978 Oral Answers 20

because embezzlement results from
dilution of the standard of the Offi
cers, etc Now the dilution has re
sulted from the fact that there has 
been a rapid expansion of branches. 
It has to be viewed as a whole. Em
bezzlement is a symptom, one of the 
things which comes to the surface to
indicate that something is wrong.
Thereafter, we have to go into the 
matter, the causes mav be different. 
There may be a number of cause". 
These, we shall go into and they
are heing gone into We arc endea
vouring to see that the quality of the 
staff is improved by training institu
tions, the various other steps to bo 
taken to see that the right motivation
is there and adequate supervision, 
etc. All these things are being gone
into now.

SHRI VAYALAR RAVI' Here the 
question is very specific about the 
Central Bank of India. But the Mi
nister has mentioned only about ad
vances to Kohinoor Mills The 
allegation was levelled, even on the 
floor of the House, by some of the 
hon Members against the Chairman
himself, because about Rs 1G crores
have been advanced—I am subject to
correction___

A N  HON. M EM BER- Rs. 28 cro ies .

SHRI VAYALAR RAVI: Rs 28
crores have been advanced to these 
Kapadias especially through another 
important man who was influenced 
by the extra-constitutional authority
of those days; and allegations were
specifically against the Chairman. 
When you are making an enquiry
against the bank, keeping the Chair
man, I am afraid Mr Deputy Spea
ker, Sir, is it not proper. Moreover,
Government has changed Chairman 
of many nationalized banks; and only
this Chairman remains. May I know
from the hon Minister why he al
lowed this Chairman to remain while
such a serious allegation was level
led against him and an enquiry was
conducted? Will he make the enqui
ry more fair by removing the Chair
man from that post?

SHRI H M. PATEL; Allegations- 
continue to be made; and if we pro
ceed to remove people or change 
people on the basis of allegations, 
there would be no end to it; but we
have given serious importance to the 
allegations made; and, therefore, ap
pointed an one-man enquiry commit
tee.

SHRI VAYALAR RAVI: I know
the Chairman can influence you
through Mr. Palkhivala. We know it. 
That is why I am asking, Mr. Palki- 
vala is influencing you.

SHRI H. M. PATEL: I have said
that the report has been received,
and that I shall place a statement 
here; and place it on the Table of
the House.
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SHRI H M PATEL The hon 
Membci has mixed up a number of
points He has raised a number of
qutstions The fiist point was about 
the one on which he says he has sent 
photostat copies etc This is re
garding expenditure incurred at the 
time of holding a Bank’s Board meet
ing to which labour repi esentatives 
were called and they were given cer 
tain facilities (Interruptions)

SHRI KANWAR LAL GUPTA
What facilities’  Payment for liquor
was made I sent it to the Prime Mi
nister, and the Prime Mimstei sent 
it to the Finance Minister That was 
a photostat copy I thmk the Prime
Minister will beai me out that I 
sent a photostat copy where payment 
for liquoi was made At least stop 
that

SHRI H M PATFL Don t get 
excited because i <jm saMng that such 
photostat copies were sent to me re
lating to certain items of expendi
ture The fact that I did not men
tion that it contains ‘sharab’—is that 
an important point’  Let me finish the 
reply (Interruptions)
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I have said that it it> shown as an 
item of expenditure It does not mean
that anybody has approved it oi said 
that this should be allowed, or that 
should not be done We have drawn
attention of the Chairman of that
Bank and said this should not happen
in futuie We have also said that any
wasteful expenditure m meetings etc
should also be eschewed This is the 
directive which we h a v e  g iv e n  R e g a r d ,
ing the other points about lending 
r a te  etc I just do not know what 
the hon Member has in mind

SHRIMATI PARVATHI KRISH- 
NAN In reply to the question
about the Allahabad Bank, the Minis
ter has said that action has been
taken Now the malpiactice that 
he ha* lead out is of a very serious 
nature Therefore, I would like to
know whether the Minister is setting 
up a Committee to go into such mal
practices and make recommendations
for safeguard against such very seri
ous malpractices where you give
brokerage to a monopoly non-existent
broker where a non-existent bank
has taken money at a lower rate of
interest and lend it at a higher late
Is it going to end with action against 
one or two members of the staff’

SHRI H M PATEL I thmk the 
whole liouble has arisen because the
full replv was not given I said that
the officers were suspended The fur- 
thei point is that one of the officers 
went to the Supreme Court and ob
tained a stay order in so far as his 
suspension is concerned This mat
ter has been referred to the CBI, 
which is going into this matter

AN HON MEMBER CPI’

SHRI H M PATEL They are so 
anxious that the CPI should convert
itself into CBI, that is why they
heard it that way I said “ CBI”  The 
investigation is still going on and



whatever information the CBI re
quires, the Bank is required to fur
nish. In addition to this, the Re
serve Bank has also issued a directive
to all scheduled commercial banks, 
clarifying that payment of broker
age or commission by banks for se-
' curing deposits from other banking
companies, including cooperative so
cieties and companies is prohibited.
This is something which t^ey should 
never have done at all. Therefore, it 
is being gone into quite seriously.

SHRI YADVENDRA DUTT- The 
hon. Finance Minister has lust now
said it is a serious matter and serious 
action is being taken. Has he suspend
ed the Chairman of the Allahabad

Bank and the Central Bank, who are 
ultimately responsible for all these 
irregularities.

SHRI H. M. PATEL- We have not 
done anything of that kind because, 
if we proceed on that basis then no
body could remain in their office or
position at all The Chairman of the 
Allahabad Batik has his headquarters
at Calcutta. This particular incident 
happened in a small branch There
are hundreds of branches for that 
Bank and vou cannot possiblv blame
the Chairman for evervthinj; that hap
pens m the various brancho* of that 
Bank, unless it is found th-it when
a matter came to his notion, he took
no action. We have gone into this 
matter seriously. So also in thp o<her 
case. If one has to act in a certain 
manner and he has not acted in that 
way, certainly we shall take action.
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SHRI H. M. PATEL: If the rural 
branches of banks are equipped with
expensive type of furniture, we shall 
instruct the banks not to do so in 
future. But utility furniture will
be necessary though they will still 
be something which the villages might 
not be accustomed to, because the 
banks have to be run as banks are 
run. Therefore, we can avoid cons
picuous type of expenditure, but not 
necessary expenditure. •»
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SHRI H. M. PATEL; In this matter 
there has been no loss of money at 
all. It is merely that certain trans
actions took place which were not in
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accordance with the rules of the bank.
A larger interest rate was paid which
is from the bank's point of view an
imprudent and unwise way of beha-
viour because if you borrow at a
higher rate of interest and lend it
out at a lower rate of interest, that
is not what you might call a wise
business transaction. So, these are the
matters and they have been gone into
to establish as to why this was done
and so on.

Investment Policy of Life Insurance
Corporation of India

*264. SHRI R. KOLANTHAIVELU:
Will the Minister of FINANCE be
pleased to state:

(a) the policy of L.I.C. regarding
investment;

(b) a break.up of the investment
made during the last twelve months;
and

(c) the extent of contribution made
by L.I.C. in the field of housing cons-
truction for the weaker sections?

THE MINISTER OF FINANCE
(SHRI H. M. PATEL): (a) to (c).
A Statement is laid on theT'able of
the House.

Statement

Section 27A of the Insurance Act,
1938, as applied to the Life Insu-
rance Corporation contains the sta-
tutory framework for- the L.I.C's In-
vestment policy. The Government
have approved the following pattern
for the investments of the net addi-
tion to the Controlled Fund of the
L.I.G. during the Fifth Plan period:-

(a) Socially Oriented Sector
Percent-
age of the
Controlled

Fund

(i) In Central Government
marketable securities
not les~ than 25%

(ii) In Central and State
Government securities
including Government
Guranteed marketable
securities inlding \i)
above being not less than

"',. ~ ,-t"

(iii) In Socially Oriented"
, 'sector including Public

sector, Cooperative
sector. House Building
by Policy-holders, OYH
scheme etc. including (ii)
above being not less than

\ b) Other Inuestmeut-

(i) In Private sector

Ill) Loans to noticy holders

(iii) Construction and Acquisi-
tion of immcvable pro-
perty by LIe . .

(iv\ Funds in pipeline not
available for investment 5%

The gross investments of LIC in',
various categories during the period
1976-77 and for the period from,
1-4-1977 to' 31-1-1978 were of the'
order of Rs, 593.79 crores and Rs..
530.06 crcres respectively. Statements,
showing the break-up of investments,
made by the LIG during the above
period are placed at Annexe. 'A' and.
'B'.

Contribution made by the LIG upto
31st March, 19,77 in housing develop
ment is given below:

Description Amount
advance
(in crores

of rupees)•
2

(i) Loans to State Govts. for
financing their various
Sucial Housing Schemes.

tii) Leans to Apex Co-op Hous-
ing Finance Societies (in-
cluding loan to Govt. of
Karnataka for housing Co-
ops. of Scheduled Cssies]
Tribes) 274'82




