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ives@BEE - MINISTER OF STATE IN
THE MIMISTRY QF FINANCE (SHRI
JANARDHANA POOJARY) : Sir, if it
is(not inconvenient, can we take fraud
CEe now,

. MR. SPEAKER : No, ne,

.. SHRI1 JANARDHANA POOJARY :
Fomorrow we can take up bank morato-
sium,, '

MR. SPEAKER :
.gé'ci'd'ed this matter,

We have already

SHRI K.K. TEWARI (Buxar) :
Sir, let us reopen the whole thing
vie aavo

[ Translation)

MR. SPEAKER : If you wantto
take up later you may do so.

" [English)

But we have already decided this
matter.

12.1¢ hrs

CALLING ATTENTION TO
MATTER OF URGENT PUBLIC
IMPORTANCE

(English]

Sudden declaration ot moratorium
by the Reserve Bank of 1India on

La]cshmi Commercial Bank and two
other Banks.

SHRI GEORGE JOSEPH MUNDA-
CKAL (Muvattupuzha) : 1 call the
attention of the Minister of Finance to
the following matter of urgent public
importance and request that he may
make a statement there on :

#¢ Reported Sudden declaration
of moratorium by the Reserve
Bank . of India on Lakshmi
‘Commercial Bank and two other
banks . causing difficulties to
depositors und the action taken
by the Government ia the
matter "’
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THF MINISTER OF STATE IN

'THB MINISTRY OF FINANCE

(SHRI JANARDHANA
Mr. Speaker, Sir, ‘

POOJARY) :

" On the application and recommend-
ation of the Reserve Bank of India,
(RBI) "the Central Government have
granted a moratorium in resp=ct of the
Lakshmi Commercial Bank Ltd. Bank of
Cochin Ltd. and Miraj State Bank Ltd.
from the close bf business on 27th April,
1985 and upto and inclusive of 29th
July, 1985 in the case of Miraj State
Ltd., and upto and inclusive of 28th
August, 1985 in respect of the other two
baaks, under the provisions of Section
45 of the Banking Regulation Act. 1949.

" The affairs of the above mentioned
banks, as also those of other private
sector banks are under the close survei-
llance of the RBI, Finding the affairs
and performance of these three banks
unsatisfactory, they were advised by the
RBI ta make concerted efforts to recover
and realise sticky advances. They were
also asked to strengthen their capital

‘base in a phased manner and augment

the reserves to improve the ratio of
owned funds to deposits, particularly
keeping in view the erosion in their dep-
osits, The RBI bhad also appointed
professionally qualified and experienced
persons as its additional Directors on
the Boards of these banks.

Despite these measures and instruct-
ions, in the assessment of the RBI, the
financial position of these banks had
been impaired irretrievably, andit was
apprehended that the publication of
their annual accounts with the negative
working results might lead 10 an adverse
impact on the depositors’ confidence and
there could be the possibility ofa run
on these banks. These would have had
adverse repercussions on the economy in
general and the banking industry in
particular. The Reserve Bank also
came to the conclusion that these banks

~ ¢ould no longer function as viable inde-

pendent units, It was under these circu-
mstances that the RBI was of the view
that a temporary moratorium on the
activities of these banks should be gran-
ted and made an application to the
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. Government accordingly. A moratorium
- has been declared in the general interest
-.of the depositors of the transferer banks.
,The RBI is also actively considering the
‘question of amalgamation of these
banks,

The grant of the moratorium, apart
from safeguarding the interests of the
. depositors, would also facilitate the
.Teconstruction and amalgamation of the
transferer banks. During the period of
the moratorium, the banks have been
permitted to make certain payments as
specified in the notification of morato-
vium, including the payment to the
“extent of Rs. 2,500/- to (he depositors
-other than those who are indebted to
the banks. This has.been authorised to
minimise the inconvenience to the const-
ituents and the publijc while the schemes
“in relation to the banks are under consi-
deration, Deposits with the transferer
banks are guaranteed payments upto Rs,
- 30,000/-per account by the Deposit Insu-
rance and Credit Guarantee Corporation,
The deposits with other banks are also
similarly protected by the Deposit Insur-
ance, in addition to the assistance avail-
.able from the Reserve Bank to all the
banks.

12.20 brs,

[MR. DEPUTY
in the chair)

SPEAKER

SHRI GEORGE JOSEPH MUNDA-
CKAL (Muvattupuzha) : Mr. Deputy-
Speaker, Sir, 1 am mentioning the case
of Bank of Cochin because I huve given
notice in respect of that Bank only. The
condition of this bank was very poor
about three vears ago. At that time, the
Reserve Bank had intervened and appoi-
nted a new Chairman and some Direc-
tors were also nominated by it and the
condition of the Bank had improved
considerably during the recent past. Only
a few weeks ago, some two new branches
were opened by th: Bank of Cochin after
getting sanction from the Reserve
Bank.

. Now, the declaration of moratorium
in respect of this Bank has created a
lot of difficulties  particularly for “he
minority institutions, who had deposited
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all their mon:y with this Bank. Minority
institutiony like missionary hospitals and
others had deposited all their n¥pney

‘with this Bank and now they_mt..gacing

difficulties in drawing ‘moaey from the
bank even’ 16 pay salaries to. . their
staff. One would have understood mora-

lorium, amalgamation or liquidation
~ some three yearsback, when the condtion

of the bank was poor. but now for the
last three years, the Reserve, Bapk has
b:en controlling its affairs and the depo-
sits had also increased. Suddenly grant-
ing a moratorium in respect of this bank
has put these institutions to a lot of
difficulties A sum of Rs. 2500/- is not
enough to give salary even to a doctor,
1 therefore, request the Finance Minis-
ter to immediately withdrew the mora-
torium, and give immediate relief to the

depositors. Please consult the Chief

Minister of Kerala also. He must have
contacted the Finance Minister earlier.
If so, what has been the result of that ?

If this -moratorium continues for
three-four months, all these institutions
would suffer, They have got a lot of
staff. Thousands of paiients are also
suffering, because the doctors are not
being paid in tine. The hospitals would
close down if this continues. In the
name of public, 1 request the hon, Mini-
ster to withdraw the moratorium immed-

.iately, let it be amalgmated with some

other bank. You must take action agai-
nst the defaulting persons; you must
dismiss the former Chairman. 1 am not
defending the Chairman or the Direc-
tors; they may be prosecuted according
to the rules I am only requesting to
give immediate relief to depositors like
the hospital authorities, They are suffe.
ring; Rs, 2500/- are not sufficient to pay
salaries to the staff. At least allow them
to withdraw one month's salary for all
the staff on the bassis of last one or two
years. As they had been withdrawing
money for paying salaries all thesc years,
they may be allowed to withdraw that
money in order to pay salaries to their
staff T request this to be considered

‘sympathetically.

SHRI JANARDHANA POOJARY :
1 share the concern of the hon. Member.
We have to protect the interest of the
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depositors, If we had kept quiet or the
Reserve Bank had kept quiet, ithe depo-
sitors’ interest would have suffered and
their interest would not have been prot-
ected. For the information of the hon,
Member and the information of the
depositors through this House, ] would
bring out some facts about the Bank of
Cochin, As on the date of recent inspec-
tion, that is 30th June, 1983, the bank
deposits bad been eflected 1o Lhe extent
of 4.70 crores, or 6.4 per cent of its
total deposits; the advances of the bank
aggregated 10 23.61 crores; percentage
wise, it constituted 52.20 per cent of
the total advances. Besides, there has
been excessive abuse of loaning power
and large scale unauthoriscd ddvances by
the ‘tmnk; The former Chairman of the
 Semlwas removed by the Reserve Bank
<4npril, 1983 for his acts of commission
. &#@ omission, Afterwards, a retired
icer of the Mawerve Bank of India was
appointed and @ spite of 1hat he could
not make any ipiovement. According to
' the Reserve Bank, the Bank had default
ted in the maintenance of bank cash res-
erves and the statutory equity ratio. Its
Board was not Werking in a cohesive
manner and hed-not bestowed adequale
attention te the various important aspe-
cts of the banking functions. So, keeping
all these things in view and taking into
consideration all these factors, in order
to safeguard the interest of the depo-
sitors, this step has been taken, You
have been kind enough to make another
point reaarding the amount that is being
given to the depositors, that is about
Rs, 2500/ Here you have made a point
stating that it should be increased as
some of the depositors are affected and
they arc not in a position to pay their
salaries I will definitely advise the
Reserve Bank of India to take these
factors into consideration and they may
do whatever that is possible, In the
morning also I advised the Reserve Bank
officials 10 take this point seriously. It
is under active consideration,

_ So far as the period of moratorium
18 concerned, s0 many steps are to be
taken, The Reserve Bank of India is
£oing into it in detail 1 will definitely
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advise the Reserve Bank of India to take
action as early as possible either to
amaigamate or to take some other
action. I will take into consideragion
the suggestions made by you. The offi-
cials of Reserve Bank are here and I
will again ask them to take action as
early as possible,

SHRI GEORGE JOSEPH MUN.
DACKAL : I want to know the latest
position of the bank. The Minister has
not mentioned anything about it, Near
about 1983, the condition was bad ac-
tually, but now the condition has im-
proved. Only a few weeks back, two
new branches have been opened by the
Bank. 1f the Bank’s position has not
improved, why the Reserve Bank of
Jndia allowed new branches ? The depo-
sits have gone up and the bankers are
in a comfortable position. If it were
two ycars back, I would have agreed-
hundred per cent with the hon. Minister.
The position had improved now. At this
stage moratorium is unnecessary and my
argument is to immediately withdraw the
moratorium and allow the depositors,
especially the hospitals to draw money
so that the people can be paid their
salaries 1 request you to immediately
consider the payment of one month’s
salary to the total staff, about 500
people, If they are not paid, the hospitals
may be forced to close and patiénts will
suffer,

Regarding the question of amalga.
mation, it is better 10 have a Kerala !
Bank because most of the employees are
from Kerala and they may be put to
much trouble if it is amalgamated with
some other outside State Bank., So,
please consult with our Chief Minister

before taking any actiop in regard to
amalgamation,

SHRI JANARDHANA POOJARY :
Sir, the balance sheet has not been com-
pleted. 1If the balance sheet is going to
be completed and is to be published,
there will be loss. They have not made
any improvement. That is why this
moratorium has been imposed O herwise

‘the depositors interests would have been

further affected. This step has beee taken
by thc Resetve Bank of India 10
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safpguard the depositors' interests. So, if
at'’all'we are mteues,led in 1he depomtoh
interest, deﬂnltely these are the ateps
that we have to take and that is why ‘the
Reserve Bank of fnd" ahas come forward
with llm propoul and ll'le montormm
has been :mposed

About your other su wauon. I
alr:ady brought to your notice that your
suggestions have been taken into consi-
deration, I already advised the Reserve
Bank of India also to take them into
consideration, because cayller also a
representation was gwcn on lhc lines
suggested by you. That is why we have
already taken some action to see that
there is no panic among the deposnors

MR. DEPUTY SPEAKER: Now
Dr. Adiyodi

SHRI GEORGE JOSEPH MUN.-
DACKAL rose—

MR. DEPUTY SPEAKER : No, Mr.
Mundackal. Twice I have allowed you,
That is enough.

DR, K.G. ADIYODI (Calicut):
From the statement of the Finance
Minister, 1 understand that the full facts
regarding the Cochin Bank have not
been received from the Reserve Bank.
From some of the facts regarding Cochin
Bank which are available, we see that
the new Chairman, the old Chairman
and the Board of Directors were all
negligent of the working of the institu-
tion. There were a lot of things which
needed to be probed.

Within three months of the appoint-
ment of the previous Chairman, the
Board of Directors declegated all its
powers to him, to give loans according
to his whims and fancles—m all the
branches. The Bank's branches are
scattered all over the South, and in
West Bengal, Maharashtra and in the
metropolitan city of Delhi. Over tele-
phone and through oral instructions, all
the Branch Managers were asked to give
loans and advances. The Bank failed, as
the hon. Minister stated, to foliow the
migimuth requirements stipalated by
the Reserve Bank, i.¢. to furnish details
and reports fo the Reserve Bank,
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In 1981, some officers were asked (o
conduct an enquiry into the affairs of
the Baock The Chairman was asked to
report to the Board. But they took more
than 1-1/2 ‘years, to place the report bé-
fore the Board, The Board of Digectors,
mcludan; the nominated Directors .of
the Reserve Bank, were mere, silent
spectators of the dealings of the dealidgs
by the Bank. So, this.is a matter’ which
requires a lot of probing : aud deterrent
action should. be taken against- those
who are engaged in fraud —whether they
are Directors, Managers or oﬁ‘wars. in.
cluding the Chairman,

Even yessierday, the hon. Finance
Minister declared in the House that
public sector undertakings are given
powers to float loans to mobilize resour-
ces, to make them sound, In the natio-
nalised banks and other ° commeércial
banks suppose am ordinary mah goes
with a few grams of gold, he will not
get any advance, because loans are meant
to be given to the affluent people.” On
telephone, the Chairman asks the Mans-
ger to give loans or advances, So, this
kind of a thing should be ''curbed, and
deterrent action should be taken. All the
actions taken by the Goveérnment are
good, e g their sacking the three Chair-
men. Looting and other malprncncea in
in many of the branches were not
noticed, even though they were so
common. Unless there is alnbmty in
our economy, ‘and the entire deposltors
and the public are assured that their
deposits will be safe,with the supervision
of the Reserve Bank and the Govern-
ment unless it is done, the whole system
will fail, Theréby, it creates'a“ lot of
confusion and that will only add to the
inflation and mismanagement. 1 would
like to know about the steps which were
already taken. 1If there is & necessity
for amalgamation, I request him to do
it on the Kerala based sy'stem T réquest
him to give an nssuhnce also on thii

SHRI JANARDHANA POOJ&RY :
The hon. member was pleased to ISrin;
to the notice of the House the ' irrégu-
larities, lapses and deficiencies that were
found in this baok. Precisely,’ that is
why this step bas been taken aftor taking
inlo considefation ' the irregularities,
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mismansgement and also lapses that
have been founded out, identified by the
Roserve Bank of India, The Reserve
Bank bas taken a decision ; they have
made a recommendation also that it is
a fit case for moratorium ; and that is
why the moratorium has been imposed.
Here the interest of the hon. members
and the public is that we, the Govern-
ment of Indie, have to protect the in-
terests of the depositors. It is the duty
of the Reserve Bank of India and also
the Government of India to see or
ensure that their interests are not jeopar-
dised ; that is why this steps has been
taken even though it is not palatable
to the management or to seme of the
Directors. The hon, member has made
another point saying that there should
be a deterrent punishment and there
should be a probe and nobody should
be spared. I give an assurance to
the House that nobody will be
spared if he is found guilly ; and defi-
nitely the probe will be there. The
Reserve Bank of India has been advised
to go into all these aspects,

[Translation]

AN HON. MEMBER : Mr. Deputy
Speaker, Sir, I am on 8 point of order.
When they have been removed on charges
of mismanagement, it means p ima facie
there have been some lapses on their
part, Hence some sort of action should
be initiated right now.

[English)

MR, DEUPTY SPEAKER : This is
aot a point/You are giving a suggestion.

SHRI JANARDHANA POOJARY :
The action is that it is also going to
protect the intereats of the depositors.
Not only that, so many other thiogs
have to be done. We are probing and
the Reserve Bank of India is going into
all these aspects. Definitely, as I stated,
nobody will be spared if anybody is
found quility ; and all the persons who
are responsibie for this state of aflairs,
definitely, they will not be spared. This
is the assurance I am giving. So far as
as the suggestion that it should be ama-
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lgmated with a South based bank is

concerned. particularly a suggestion has
come that it should be amalgamated

with the State Bank of Travancore-all

these things will be considered ; and
definitely I will also tell the Reserve
Bank of India to take into consideration
this aspect keeping in view the feelings
that have been expressed here and outside
the Parliament House.

[Translation)

'SHRI VIRDHI CHANDER JAIN
(Bakmer) : Mr, Deputy Speaker,
Sir, the questions raised by two hon.
Memhers just now relatc to the Bank
of Cochin while the Calling Attention
Motion is about the Miraj State Bank
and the Lakshmi Commercial Bapk. I
would like to know whether the Miraj
State Bank and the Lakshmi Commercial
Baunk are passing through the same
financial difficulties and whether mora-
torium has been imposed on them due
to their poor financial condition and if
so, the factors that have led them to
such position and what steps have bezen
taken by the Reserve Bank of India to
safeguard the interests of their deposi=-
tors and what directions have been
given by Government in this regards.
1 would also like to know whether their
accounts have been published or not.
The Aonual accounts of Cochin Bank
have not been published because their
publications will harm the interests of
the depositors and we also want that
these should not be published There-
fore, I would request the hon Minister
to enlighten me in regard to the posi-
tion of the Miraj State Bank and the
Lakshmi Commercial Bank,

Secondly it is clear from your
in regard to the Shivaji Nagar Branch
of State Baok of India in Bangalore
that the Branch was involved in a fraud
of Rs. 3.5 crores, - (Interrupiion) ..

{English]

SHRI JANARDHAN POOJARY :
That point is not taken up now, The
Calling Attention' has been split. Aod
we are taking today only the mora~
torium point of view of the banks.
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PROF, MADHU DANDAVATE
(Rajapur) : Fraud will be in the future.

(Translation)

SHRI VIRDHI CHANDER JAIN :
This point arises out of the given by
him. So, he should give information
in this regard also, This question has
been split iato two parts and he has
given reply to both the parts, The
Calling Attention Motion also covers
both these parts, )

[English]

MR. DEPUTY-SPEAKER ; Mr.
Jain, bhe is only replying to the mora-
torium aspect now. But relating to
that, bank he is also referring to o hers.

{Translation)

SHRI VIRDHI CHANDER JAIN ;
In the context of the moratorium ime-
posed on the Cochin Bank, I would
request the hon. Minister to tell us the
position in respect of the two banks
referred to by me,

[English]

SHRI JANARDHANA POOJARY :
Here, the hon. Member asked for in-
formation about the latest position of the
bank and he has also stated that the
balance sheet should not be published
and it should be so in the interests of
the depositors of the bank, Publishing
it is pot going to help the bank also,
1 am in full agreement with the sugges -
tion of the hon. Member and that is
why if the balance sheet is published
definifely the interests of the depositors
will be further affected and the lalest
position regarding the Lakshmi
Commercial Bank is, according to the
latest inspection of the bank, the de-
porit of the bank had suffered and
crosion to the extent of Rs. 1686
crores, that is, 6.7 per cent of the
deposits. 'The bank’s working rasults
for the year 1984 were estimated to be
negative and the estimate of loss is
placed at Rs, 5.86 crores, Even in the
past two years that is in the year
1982-83 the bank had incurred operating
losses. These were converted into pro-

fits by way of revaluation of properties’
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crediting back appreciation, ecarlier
piovided on Government sesurity,; to
the profit apd loss account, That
means they have added the market
value of (he profit and thereby they
assured the profit earlier 1982-83 which
is not expected from them. And this
type of accounting adjustment is neither
in conformity with the normal banking
praclice; nor is it in accordance with
the prudent banking management. Ia
respect of the accounts of the bank for
the year 1984, the scope for even such
adjustment may not be available and
bank might have shown losses im the
published accounts for the year 1984,
The sticky advance of the bank as
on the date aof latest inspection was
Rs, 46.16 crores constituting 41,7 per
cent of the total advances, This is the
position so far as Lakshmi Commercial
Bank is concerned,

The hon. Member bas also asked
the position of Miraj State Bank Ltd.
The position of sticky advance as on
31st March is Rs. 2.62 crores constitut-
ing 39.1 per cent of the total advances,
The management of the advances port=
folio of the bank was highly unsatis
factory. The profits have also shown
deteriorating trend. The estimated loss
for the year 1984 would be approxi-
mately Rs. 6.14 lakhs against the pro.
fit of Rs. 1 lakh in the previous )year.
How did they show prnfit of Rs. 1 lakh ?
They have shown it by re-cvaluating the
property and thereby showing the pro-
fit in the balancc sheet. Because of
these various lapses and also irregulari-
tics going against the norms and guide-
lines issued by the Reserve Bank, the
Government of India has taken this
action of moratorium and it is going
to be amalgamated with some other
bank. Either it will be amalgamated
or some other course will be available,
But at present, it is under the active
consideration of the Government of
India and the Reserve Bank to amalga-
mate it with some other baok.

PROF. P, J. KURIEN (Idukki) : It
is not important as to who governs a
bank, It can be Reserve Bank or any
other agency. What is more important
is that the goverance should be in
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accordance with the rules and regula-
tions guidelines issued by the Reserve
Bank of India and also be in confor-
mity with the healthy bauking tradi-
tions. In this cate | find that the
Cochin Bank was mismanaged by the
Chairman, whose bpame the hon,
Minister has mentioned. So, I do not
want to repeat it. In easly 1983 the
Chairman was removed. The fraud was
found out and then an officer of the
Reserve Bank was appointed to take
care of the functioning of the bank.
Hence since 1983 the bank has been
functioning under the control of the
Reserve Bank of India. 1 again find
that in 1984 the Reserve Bank con-
ducted a thorough scrutiny of the
functioning of the bank. An enquiry
wds made and after that through ins-
pection, they have permitted th: bank
1o open two new branches. Again, 1
understand that it i1 after the same
inspection that the Re.erve Bank of
India decided that there should be a
moratorium on these banks including
the Cochin Bank. So, one would logi-
cally conclude that afier the date of
sancluioning the two branches and before
the date of moratorium some other
fraud must have taken place in the
bank when ke bank was under RBI
conirel. Owlerwise, I developed fail
10 understand what new situation has
between the date of sanctioning two
branches and the date of moratorium,
b'c‘cause for sanctioning a new branch
it is an (ssential condition that the
Reserve Bank of India should be con-
vinced that sanctioning of such branches
is in the interest of the depositors and
the bank is complying with the condi-
tion of Banking Regulations Act
regarding equity ratio, deposit ratio,
elc,

So, they must have been satisfied
in 1984 and after that Reserve Bank of
India decided to impose moratorium.
I would like to know what has happened
in between to arrive at such a decision.
I welcome the step taken by the Reserve
Bank of India only if their finding is
based on the Jatest situation in the
bank, but this has been done when
the Reserve Bank itsclf was controlling
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the bank. That is the point I would
like to mention and Iwou'd like the
Minister 'to answer. Anyhow, on
Reserve Bank of India’s decision,
Government of Indiu 'recommended
moralcrium and the moratorium has
been declared. The Minister has said
that the Government of India and the
RBI are interested in safeguarding the
interests of the depositors. I am very
bhappy because that is all my concern,
1 have alreedy said that whether the
Resepve Bank of India is governing or
whether the Board is directly govern-
ing—1 would prefer Reserve Bapnk of
India to govern—the interest of the
depositors should be safeguarded. He
has already promised but what are the
steps that they are taking to safeguard
the inferests of the depositors ? Here
I would like to mention two or three
points. | may be allowed to quote an
example. The Lisie Hospital in Erna-
kulam is one of the best bospitals in
the State of Kerala, rather 1 will say
in South India. Their daily collections
are being deposited in this bank and at
the end of the month they are with-
drawing this money for giving salaries
1o the doctors, and to the medical and
para-medical stafl and to others. So, at
the end of the moneh they have to
withdraw money and then only they can
disburse the salaries, Similarly, as
mentioned by Shri Mundackal, Carithas
also has the same problem. What I am
trying to say is that some of the institu-
tions which are serving the cause of
public, are having their deposits ip
these banks and they have to withdraw
amounts every month to meet their
requirements. Their deposits are not
to be considered at par with the
dueposits made by individuals which
can be withdrawn at any time There
will not be much harm if they get their
money after six months or one year, but
in these cases where the deposits have
to be withdrawn on monthly basis for
meeting the salary requirements, I want
sone special coosideration from the
Minister and special instructions should
be issued by him so that the functioning
of these institutions is not hampered there
should be no impediments in the proper
functioning of these institutions, 1 want
to know from the hon. Minister whe ther
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he will take special care of these institu-
tions which are cafering to the public
needs.

I would also like to know whether
actually there was any demand, other
than from (he Members, that this bank
should be amalgamated with a parti-
cular bank. There are three barks in
quastion. Actually 1 have not studied
well about the other banks but my
point is that all these banks should bc
amalgamated with suitable banks so that
not only the interests of the depositore
but also the functioning of these banks,
is not hampered. Government shou!d
take special care and issuec special
directive so that either in one form or
the other, ecither wunder their own
management or under th: mnagement of
RBI or of sume other bank, these banks
should be allowed to funciion in order
to safeguards the interests of the
depositors. The Government should
sve to it that these banking facilities
are not closed to the public. This was
done earlier also. About ten years back
there was a moroatrium declared on some
banks in Kerala. Then also, I remem-
ber, all these branchés were retained
by amalgamating them with the State
Bank of Travancore, Likewise, this
Cochin Bank can also be amalgamated
with the State Bank of Travancore
which is a Government bank itself.

Similarly the other banks-the
Lakshmi Commercial Bank and the
Meecrut Bank -should also be amal-
gamated with the proper banks so that
the entire banking racilities which are
available to the pcople at present are
continued and the banking facilities
should not be allowed to declare.

I would like to have an assurance
on this point also from the hon.
Minister.

THE MINISTER OF STATE IN
THE MINISTRY OF FINANCE (SHRI
JANARDHANA POOJARY) : The hon.
Member was pleased to  guestion
whether something wrong had been
dove in between the appointment of the

existing Chief Executive and (he date of

the morstorium. I may kindiy bring to
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your notice that on 17.6-1983 the Re-
scrve Bank of India bad appointed a
a retired Officer of the Reserve Baunk of
India to take over as the Chief BExecu-
tive and the Chairman of that Bank.
Unfortunately the earlier Chairman
went to the court with the result his
taking over of the charge had been
delayed, He was able to take the charge
in the moath of September, 1984.

The hon. Member wanted to know
whether therc was a fraud and whether
because of this these steps have been
taken. 1 may inform him that earlier
also several steps had been taken
because certuin deficiencies, lapses and
irregularities were noticed, This step
also had been taken to remove such
things. Even afier his appointment,
during this short span, he was not able
to show any improvement. When the
Reserve Bank found that the depositors
and public interests are going to be
affectcd, there is a mismanagement and
that cannot be improved, they have
taken this stcp. The Reserve .Bank is
going into all aspects of the question to
find out whether there was a fraud or
whether there was some other thing, If
they find out anyihing regarding the
freud or any other lapses, as [ stated
earlier, the Government of Iodia. and
the Reserve Bank will not spare any-
body and will definitely take stern
action,

So far as the suggestion made by
the hon. Member as regards the depo-
sitors’ plight, about his getting the
amount from the Bank and the payment
of the salaries and also payments to
some of the institutions is concerned, I
may inform him that whenever such
moratorium was ordered, the amo nt
that was admissible in other cares was
Rs. 250, This time it bas been increa.
sed to Rs, 2,500

. As I said earlier all suggestions of
the carlier speakers also have been
taken note of.and the Reserve Bank will
take them. into considetation while
dealing wilh the situation. At the coss
of repetition I would like to assure once
again to the hon, Members that they
are noder the active consideratiea of
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the Reserve Bank of India, as to how
far they can go and it is the duty of
all of us to keep that in mind, But for
this . action the depositors® interests
would have been further affected as |
said earlier. That is why this step has

been taken. Otherwise, including those -

institytions which have bsen today see.
king relaxation, they would not have
got anything from the Bank. That was
the position of the Bank, That is why
we have taken this step.

I am glad to know that the hon.
Menibers have welcomed this morato-
rium and amulgamation, They are re-
quésting that it should be lifted and
that it should be amalgamated as early
as possible, with some of the South-
based Banks, This is also under consi-
deration,

As I have stated carlier the feelings
of thg hon, Members will definitely be
taken into consideration, We will see
how far we can give the justice and
how far we can go. All these factors
will definitely be taken into conside-
ration by the Reserve Bank of India. I
will.also take personal interest in th's
matter and will see that the depositors’
interests are not affected. Afterall,
‘whether it is the Reserve Bank or any
other Bank the banking sector as a
whole is the custodian of the public
funds.

13.00 brs

They are the custodians of the public
fund and it is kept there with the trust
and faith and confidence. We have to
Took after the trust and faith and
confidence¥of the people, particularly
the depositors.

SHRE !lNDRAJ[T GUPTA
(Basirhat) : Sir, the prime concern of
everybody is that the interests of depo-
siters, the interests of the banking
public, should be protected. As far as
the declaration of this moratorium is
‘eonoerned, We welcome ft  because I do
-not think there is any other alternative
left,’but' ! am’ concerned more with
what happeited before the moratorium
sad whiat it‘going to happen after the
mo#ktbrivl, Maybe the hon, Minister
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will again repeat what he has said, but
then I think some assurances by the
Government on the floor or Parliament
bear repetition because thousands and
thousands of d:positors are affected
and I am sure they are very anxiously
awaiting to know the outcome of this
discussion and what the Government
proposes to do.

Sir, although we, in the wisdom of
the House, dzcid d today that we would
separate the question of bank frauds
from the moratorium, that is, I think,
because we want to have a wider dis-
cussion on the question of bank frauds,
but there is a thin dividing line bet-
ween the moratorium and frauds, What
led to this moratorium ? From the
knowledge at least | have of the Bank
of Coehin and the Lakshmi Commer-
cial Bank, I think it was fradulent
practices which brought these two
banks to this sorry state of affairs.
Subsequently, the Government had to
declare a moratorium. So, I want to
know what is the action which the
Government was taking while these
fradulent practices were contiuning.
My information is ——— later on he
will correct me if I am wrong — — that
these practices have been conlinuing
for quite a considerable length of time,
One thing which the hon Member
mentioned earlier is, even in these
baoks which are private banks, the
usual case is t(hat it is the bigger
parties, the more affluent parties, the
richer people who are able to get the
cream of all the benefits from these
banks. It is not the small man, it is
not the poor man or the man of
humble means who has been able to get
the advances, oans and other benefits
which he requires. In the case of the
Bank of Cochin, which I am told has
got 108 branches in the different parts
of the country, the bank had advanced
to different parties up to March
1984 an amount of 23,61 crores,
I mean, advances to those parties
which later on were  defaulting.
This means, it can be considered to be
bad debts or doubtful debts, they
amount to Rs. 23,61 crores and these
bsd debts amount to 52 2 per cent of
the total advances and loans given by



261 Calling Atiemtion io
Matter of

thest banks. So, over half the loans
given, half the advances made, have
turned into doubtful and b.d debts.
Who are these pecple ? Who are these
parties from whom big amounts
are owing to the bank ? In fact the
total assets of the bank now have been
outstriped by the total liabilities. I
want to know whether it is a fact or
not that the total assets of the Bank
of Cochin amount to Rs, 75.19 crores
while the total liabilities amount to
Rs, 81.06 crores.

These defaulters are big
business parties, especially in the
South. Am I allowed to name them ?
They are not individual persons. They
are companies corporate bodies.

MR. DEPUTY-SPEAKER : Com-
panies mean...

SHRI BHAGWAT JHA AZAD:
(Bhagalpur) Let him say. That would
benice. Let the country know this,

PROF. MADHU DANDAVATE :
(Rajapur) : It is only statement of fact.
There is nothing defematory.

SHRI INDRAIJIT GUPTA : It is
not a statement of fact, he will correct
me,

I am told that about Rs. one and a
half crores is from Vishwaneriyat
Company, Cochin.

SHRI GEORGE, JOSEPH MUN.-
DACKAL : Its head office is in Delhi.

PROF. MADHU DANDAVATE :
Geography does not matter.

SHRI INDRAJIT GUPTA : Any-
way, 1 do not want to mention all of
them, There are so many others :

Empire Exports Enterprises,

S L, Theatres. Trivandrum,
South India Rubber Traders,
Bangalore,

Ocean Fisheries, Earnakulam.
British Engineering Trading
and Commercial

Management, Trivandrum.
Romela Hotels, Bangalore,

Then, some Leela Menon is there,
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I do not know whether it is a compaay
or a lady.

SHRI BHAGWAT JHA AZAD :
Leela Menon is a lady's name. With
that nams:, a company will be there, -

SHRI INDRAJIT GUPTA: I do
not know what business this compdaay
carries on, (Interrupiions.) I do not
know why Mr. Azad is so amused.

SHRI BHAGWAT JHA AZAD: .
Everybody is laughing, not only me.

PROF. MADHU DANDAVATE :
Sir, whether this is a company or
capital or investment, it does not
matter.

SHRI INDRAJIT GUPTA : ' Sit
the point I want to know is, he said,
the Reserve Bank keeps a very careful
eye on the operation and functioning of
these banks. So, these bad debts and
these losses and this state of affairs 'in
which liabilities are more than the
assets could not have developed in one
day. It is & process which is obviously
going on for some time, So, I would
like to know what is the mechanism by
which the Reserve Bank really keeps: a
vigilance on the functioning of these
banks. They have appointed some
officers, it is said. I do not know what
those ‘officers were doing Did the
Bank of Cochin have any nominees  of
the Reserve Bank on the Board of
Directors ? I do not know. You tell
us, please, whether there were any
members of the Board who have been
nominated by the Reserve Bank, If so,
when were they appointed ? How many

of them were there——one or two or. , .

more 7 What were they doing durin
the whole period Were they sleeping’ or
were they talking any active interest ?
We do not know. But from the ultie
mate outcome of the whole affairs, it
does not show the Reserve Bank‘
mechanism of inspection and wgn!anoe
in a very good light. If this kind of
thing is permitted to contmuc, the umc
thing will happen in many other banks
also, That is our apprehension. What
is the guarantee, what is the - assu
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that this will not happen in fulure in
the other private banks ? It is not only
private banks— we are not discussing
public sector nationalised banks today
within the scope of this c¢all-attention.
But the other day we have scen that
even the nationalised banks hive gone
in for huge frauds and buge frauds are
taking place. The Reserve Bank is the
custodian of all the banks and the bank
of all banks, Is it perfqrming its duty
properly ? That is what I want to know.
It does not seem to be, The confidence
of the public in the banking systcm
should not be shaken. That is the main
thing. Otherwise, the economy of the
country will be very seriously affected.

In the case of Lakshmi Commer-
cial Bank, I am told that at present,
there is no chairman. Is it a fact or
not, 1 would like to know. At present,
there is no chairman of this bank, The
former chanrman-whethcr he was remo-
ve%gonc away or something-

cbesn.replaced by a new chair-
:am told. If there is a chairman,
i mnt. 1 would like to know who is
he. I am told that in the absence of the
chairman, most influential among the
remaining Directors is one genticman
whom I hesitate to name **

ﬁhali I name him ?

SHRI BHAGWAT JHA AZAD:
Why not ? Sir, we should know these
persons,

SHRI INDRAIJIT GUPTA : He
belonsn to your Party, Mr. Azad,

SHR1 BHAGWAT JHA AZAD : K
does not matter if he belongs to owr
Party, 1f he has done wrong, it must be
said that he has done wrong.

SHRI INDRAIJIT GUPTA : Hig
name is ** and now, according to the
RBI report of January, 1985,
the bad debts of this Lakshmi Commer-
cial Bank amount to Rs. 35 crores,
This bank is a well-known bank.
It bas Branches in many  States,

MAY 9, 1983

Urgent Public 254
Impertance

probably in all States of India,
About Rs. 2 crores are owned from
one group of enterprises known as
Hindustan Monarch owned by the
Jains. Rs, 5.6 crores are owmed from
another group of enterprises, Chow-
dhury Exports, Agra Tins and Muthari
Potteries and so on owed by some
Kapoor family and ** himself s
also a businessman, He has got
some concerns of his own which
have also taken loans amountiog to
some Rs. 20 lakhs or so.

There is another Bank known ags
the Punjab and Sind Bank, It is well.
known. The scrutiny of the working of
this Bank shows that there was some
sort of an arrangement or an under-
standing between the management of
Punjab and Sind Bank and thiz manage-
m:nt of this Lakshmi Commercial
Bank and that understanding led to a
state of affairs where the Chairman of
the Punjab and Sind Bank and his wife
and his son were given big advanccs by
Lakshmi Commercial Bank and Laksbhmi
Commercial Bank people pgot advances
from Punjab and Sind Bank and those
things cannot be recovered now. They

have all become bad debts, doubtful
debts.

In 1983, 1 am told, therc was a
Reserve Bank nominee on the Board of
Directors. He is probably not there now.
He must have been removed. His name
is Mr. Saxena. This report of the
Reserve Bark of India has come to light
in January, 1985, In 1983, the Reserve
Bank's nominee was on the Board of
Dircctors. T want to know what he was
doing, All these things were taking place
in that period. {/mterruptions). I do not
know whether he was removed because
of his failure to do his duties or why he
was removed, The hon, Minister can
tell us I my facts are wrong, he can
tell us. But, was any enquiry held into
his conduct while he was serving on
that 7 I do not know, My point is, what
1 said earlier on, that all this throws
very poor light on the functioning of the
Reserve Bank of India, He is making
a big virtue of the fact that the Reserve

ojlet resorded.
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Bank has stepped in now in order to pro-
tect the depositors, They hav: decided
to declares moratorium and all that but,
that is when we have already come to a
state oi affairs when like'so many things
in the country, they are closed down
and declared sick, the factories are closed
down, people are chucked out, then the
Government decides¢to do something
This is like that. These are all sick
banks. You can describe them as sick
banks which have been made sick by
these private ownors and management
and while they were failling sick, the
Government was doing nothing, This |
want 1o propagate to the nation so that
in future similar situations are not allo-
wed to be rereated and as far as what is
going to happen now, I support the re-
quest made here by other Members that
we should consider allowing, ¢ven during
the period of moratorium_ the amount
which is allowed to b: withdrawn, by a
depositor, that celing, if possible, should
be raised a bit, becausc Rs. 2,500/-nowa-
days is not any amount at all, If it is
possible, it should be considered

The main point is the gquestion of
amalgamation, I am told that there are
very influential people behind the Bank
of Cochin who are trying to pressurise
the Government into seeing that amal-
gamation does not take place. He said
that their is some other solution. What
is that other solution ? It may b: found.
I do not know. He should spell it out.
What is the other possible solution 7 1
think there is no solution. The solution
is that these banks, Lakshmi Commer-
cial Bank, Bank of Cochin etc must be
amalgamated with some other Bank in
the mationalised public sector, There is
no justification whatsoever for them to
continue now in this way and it has
been stated here in the Minister’s state-
ment aiso, that the Reserve Bank come
to a conclusion that the Banks could no
longer function as viable independent
units: Very good, I agree with that. It
means that they must be amalgamated
with some othér bank in the nationalised
sector. That assurance should be given
by the Government here on the floor of
the House. There is no other way-out.
I am not suggesting which bank should

- be amaigamated with what and all that,
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But the prirciple of amalgamation must
be accepted. And I believe that, when
this moratorium was dcclared, an assu-
rance was given from the Government
side that they would be amalgamated
with other banks, Now I am a little
alarmed when I hear him talkiog of
some other solution. Whose demand is
that ‘some other solution’? It is not the
demand of anybody in this House. It is
the demand of the people who are intere-
sted in mismanaging these banks ? Are
they making such a demand ? I would
expect the Minister to come out forth-
rightly here in favoaur of amalgamation
and tell us that, when the period of
mosatorium is over, amalgamation will
be done and the interests of the deposi-
tors will be fully protected : and also
‘hat the Reserve Benk will be asked to
be a little more wide awake and vigilant
and to do its duty conscientiously and
not allow the state of affairs to deterio-
rate upto this stage and then only come
and say that fhcy are trying to protect
the depositors.

SHR1 JANARDHANA POOJARY :
The hon, member has given figures re-
garding bad and doubtful debts. I have
not stated that they are bad and doubt-
ful debts. As you know, there is a diffe-
rence between ‘sticky advances® and *bad
and doubtful debts’. ‘Sticky advance’
means that which is locked up and which
can be recovered ; it is recoverable also
if we file suit and there are other me-
thods also ‘Bad and dobutful’ means
the stage where it is declared as ‘bad
and doubtful’.

As per the statutory provision, as
per the Banking Act, [ am not ina
position to disclose any inforfmation
with regard to the individual consti-
tuent’s accounts and other things. The
bon. Member also knows. He is am
experienced and well-informed Member.
There is a statutory bar ; this bar has
been provided by the statute after it has
been passed in Parliament, )

The hon. Member was pleased to
quote the names of somec people in
Bangalore or some other place and their
accounts. He was also pleased to namei



27  Calling Attention to
Muarter of _
[ Shri Janardhana Poojary]

%% He could have restrained him-
self besause he is an experienced Mem-
ber. We always value hie statements.
But he has gone to the extent of giving
the same of e Herc alvo 1 want
to say:that it is'not the intemtion of the
Government to suppress anything But
unfortunately there is. a bar on giving
the delails of any account, So, 1 am
not.iw aipdsitéon to give the particulars
of any individwal accounts.

Comipg to the frauds, I was not
againgt the discussion on frauds also
which are connected with this morato-
rium’ Qr any other thing, But it is the
dccmqn of the House, That is why, that
has been splitup I do not know whether
we afe going to discass that Bu' defi-
nitely I am going to give the dctails of
the frauds and also some of the factors
which led to frauds.

He has statcd about loan to the
affluent class and also the position or the
plighs-of the weaker sections, the small
people. I am in agreement with the hon.
Member. When we are giving to the
wealkar dections we talk much and when
we akc givimg to big people, theie is
laxity,and thereare lap.es. Therc was the
case Of Sethia. There was a calling
attemtion. Hundreds of crores of rupees
are imvolved. What happened ? We have
brought it to the notice of the House,
We-should see that the weakcr sections
also get. But unfortunately there is this
attitude and I have brought this fact to
the notice of the private banks and also
cven.outside Delhi. I have stated that a
lot of complaints are coming when these
branghes are opened, Branches of these
prwatc banks are not mecting the require-
ments of the weaker seclions, parti-
cularly even under TRDP scheme. Some
complaints are there that they arc nat
meeting the requirements and their per-
formance is not upto the -mark, I have
even stated it and I advised the Reserve
Bank not to give branches to these
private banks and 'in such cases their
‘petformance should be evaluated in
‘regitd to their performance regarding
wesker sections. Unfortunately this is
what is going on this country. Parti-
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cularly when a poor man ¢omes to 1he
bank, nobody is there to attend and when
the affluent class people are comung,
there are people. This is what is going
on This is what I was telling for the
last 3 years that when the poor man
comes also the same treatment sbould
be given to him_ [ am grateful to the
hon. Member, Shri Indrajit Guptaji for
raising this point. I am in full agreement
with him that something has to be doune.
Here for some rich people, affluent class
people there will not be much ditlicully
for them and in to-day’s calling atien.
tion also I am not going to rcfer to
that. When I am going to talk about
that, definitely I will touch 1hat point
also This 1s one point I am going to
make.

The point is : why the Reserve Bank
has been doing and whether there were
any people from the Ruserve Bank who
have been sent, Directors or others from
the Reserve Bank whether they have
been sent to this bank. In my reply also
1 have stated thar it is a fact that Direc-
tors have been sent to these banks and
they have also been reporting. As Yyou
know no decision could be taken in a
hurry. The Rescrve Bank -should also
know the implicdtions. As the hon.
Member has made a point 1o the cflect
that there will be pressure, the pressure,
are there. REven pressures are there
against amalgamation and pressures are
there against this moratorium. Some
people do net want morstorium but it 1s
not at the cost of repetition but it is
out conviction that we have to safeguard
the interests of the depositors-and the
banks are the custodian. But bere when
they are private banks, the Reserve Bank
of India cannot interfere in their day-to
day affairs. There should be control and
the contrel should be excrcised. But at
the same time I also agree with the hon,
Member that some thing more is ex-
pected from the Reserve Bank of india.
Th.y should strengthen. end they
should tone up the administration.
They must go a step further in fiading
out or ' in "detecting or identifying the
deficiencies. 1 have ealready toid the
Reserve Bank of India to do something
more and steps are to be taken. Unless
it is taken we cannot go and we cannot



269 Calling Attention to
Maiter o, Urgent Public Importance

give or we cannot live upto the expec.-
tation of the people, We must show
improvement. But at the same time we
cannot blame them, D-:=ficiencies are
brought to the notice of the Reserve
Bank and the Executive Director of the
Central Bank of India was posted as
Chairiisap of this bank,

SHRI INDRAJIT GUPTA : Which
bank ?

SHRI JANARDHANA POOJARY :
The Lakshmi Commerciani Bank. Recen-
tly he has been taken out and appointed
as the Chairman of the Bank of Baroda.
A few days back h: has becn taken out
and at present there is no Chairman.
But in-between that period this morato-
rium order has been issucd and mobody
can say that the Government of India
was not seized of the matter. That is
why after taking serious view we haive
come forward with this step and defini-
tely we are going to take action against
these people who are responsible for this
mis-management and other things,

SHRI BHAGWAT JHA AZAD;
Big fellows eat away the entire money
and make it a bad debt. As such, the
poor persons do not get it,

SHRI JANARDHANA POOJARY ;
We should be very firm. In most of the
cases it is happening. In some of the
cases.] am pained to say-even the guide-
lines are not followed and without stuffi-
cient sureties they are b:ing given. Ifa
Pooar man comes for a loan of Rs. 300,
these people who are working in the
bank send him to get no due certificate
and in order to get a loan of Rs. 300 he
has to go to so many banks. He is made
to run from one bank to another. That
is why T said there should be commit-
ment ; there should be dedication minded
bank employees. There should be dedi-
cation from the management side also.
They ' should be pratical also, These
people of the Reserve Bank should be
sent to the fleld. There they should get
JPractical experience, I am of the opinion
the Reserve Bank people should not be
allowed to sit within their four walls.
‘They “shiould go to the villagers and
colonies of the poorer sections, There
they should get exp:rience and com: out
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with policies. By sitting in air.condi-
tioned rooms or go'ag ahroad if they ane
goimg to formulate poticies, I’ donot
think it is going to benefit,

PROF. MADHU DANDAVATE :
Sir, we support the Leader of the oppo-
sition.

SHRI JANARDHANA POOJARY :
Sir, I fully agree with the views expre-
ssed. Definitely 1 will take into consider-
ation the contribution by way of sugges-
tons made by them,

SHRI INDRAJIT GUPTA : Sir, [
would Jike the Minister to look into
the allcgation that many books and
records of the Lakshmi Commercial
Bank are being removed 1o the personal
tesiacnce of the gentleman whom 1 do
not want to name again, The records
are being removed and some of them are
being destroyed there. Please look
into it,

MR. DEPUTY SPEAKER : Now
we take up next ilem-Malters under
Rule 377,

13.30 hrs
{aglini]
MATTER UNDER RULE 377

(i) Integrated dcvelopment of dacoil
infested arcas in district Morena
(MiP.) and Disirict Agra (U.P.)

SHRI GANGA RAM (Firozabad) :
River Cambal flows in betwecen Tahsil
Amba of district Morena Madhya Pra-
desh and Tahs | Bah of district Agra of
Uttar Pradesh and its valley is weil
known for the cver increasing menace of
heinous crimes like dacoitices, kidnapping
and ransom. Districts like Bhind in
Madhya Pradesh and Tahsil Kheragarh
and Fatehabad of district Agra, which
are adjacent to Morcna aod Bahk are
also adversely affected due to the above
problem. The main reasoh for the
criminality of the above nature is the
backwardness of this most-neglected
and forlorn area on both sides of river
Chambal where civitization h#s yet to
penctrate .and convert the oriminals into
peaceloving and law abiding cuw:g
This is not possible until integr



