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STATEMENT BY SHRI PRANAB MUKHERJEE, MINISTER OF
FINANCE IN THE LOK SABHA REGARDING THE STATUS OF
IMPLEMENTATION OF RECOMMENDATIONS CONTAINED IN
THE 73rd & 79th REPORTS OF THE STANDING COMMITTEE ON
FINANCE (14" LOK SABHA) ON DEMANDS FOR GRANTS (2008-09)
& COUNTERFEIT CURRENCY NOTESIN CIRCULATION
RELATING TO THE DEPARTMENTS OF ECONOMIC AFFAIRS,
FINANCIAL SERVICES, EXPENDITURE & DISINVESTMENT

| deem it my privilege to make a statement on the status of
implementation of recommendations contained in the 73rd and 79th Report
pertaining to the Department of Economic Affairs, Expenditure, Financia
Services and Disinvestment of the Standing Committee on Finance (14" Lok
Sabha) in pursuance of Direction 73-A of the Hon’' ble Speaker, Lok Sabha
vide Lok Sabha Bulletin, Part 11 dated 1st September 2004.

The 73rd and 79th Report of the Standing Committee on Finance
(14" Lok Sabha) werelaid in Lok Sabha on 18th December, 2008.

The 73rd Report relates to examination of Demands for Grants
(2008-09). In the Report, the Committee deliberated on various issues and
made seven (7) recommendations. These recommendations mainly pertain to
the issues relating to the budget provisions for Indian Devel opment Economic
Assistance, Viability Gap Funding, display of information in "Budget at a



dedl # fiRmEae, yeharlt fMuem aior ((NEiTe); arafdd aHd ddhd
FIIe (IRCISITH) /AT gelae e (A siaRer (TIsuwel)giaan sife
S Rl 9 99fd € | 79dl RAC Selt Jg1 Ael & dAded | |9efd 7l
AfEfy 7 Rae # o 781 o far-fawet fear 2 ik <9 (10) RawwiiRel ot
M TR WRBR B AR I HRATS Bl S | J (B Jegaan o1 |
STl {1 @ el DI THRAT 3R 781 | 9afaa g | 4 goredt & SRy
Tl SATell AIel & 3fihSl @ Hael § a1 o BT UTRed, AH1-UR - SHrell
HRATT HaT el (TWHIMSATY) BT UIgHTd, Tac= AHBRUN §RT ST 1996
3R 2000 %W & THINMSAIYT; WRAII T deb Bl GARATIS emrEr
ST 4.01 BAS HUU B UHIAIRSHITT B Bl SFHN UTE BT,
TRAT Red § gRT 31U+ Uad= Tl § Joft o1, R Red §a
qUMTell 1 aT9¥ U 8 I8 We-URI Al iR S fhy <1 = el &t
T H AR, TSI THIMSHIUT 3@ dTel ey eH & ARIul &
foTg HIS[aT ®oR &8 & Urae™ § guR, 3MYfdehdial gRI by 7Y =il
HRIR P ATKIeh B A Ieorad 811 DI AT F IR RISt & e
affe & fory FYRT IUHH HITS el Bl WIUAT S el | e ied 2l

Ruret & fafea RrwiRen/feuldr & ddg & @ 18 drars deelt
faa=forIt SHer: 17 3nidl, 2009 T 26 A4, 2009 &I a7 Tdeft wmh wfffa
T 99 G s o | afafay grr 73 qen 7odi Rue ¥ & s RwiRen &
SR & aad R waer: srgde-l don el # [fdwe 3l

# orgadl & fAvI-a%g P UgdR GAN § F&d B Bl THI a8l
oI AR S Re © 6 S0 Uel gl AT WY |

Glance", appointment of independent directors in the Board of PSUs in the
context of the listing agreement prescribed by SEBI, shortfall in agricultural
lending targets, One Time Settlement Scheme (OTS), The Rea Time Gross
Settlement (RTGS)/National Electronic Fund Transfer (NEFT) facility, etc. The
79th Report relatesto Counterfeit Currency Notesin Circulation. 1nthe Report,
the Committee deliberated on variousissues and madeten (10) recommendations,
whereactioniscalledfor onthepart of the Government. Theserecommendations
mainly pertaintoissuesof the gravity and magnitude of the menaceof circulation
of fake currency in the country, format of reporting of figures of fake notes
recovered through the banking system, origins of Fake Indian Currency Notes
(FICN) from across the borders, 1996 and 2000 series FICNs seized by the
enforcement agencies, detection of FICNsat Domariaganj Branch of SBI valued
at about 4.01 crore, augmentation of enforcement efforts by RBI, difference
between the number of soiled notesthat are coming back to the RBI system and
the number of new notes that are being issued, modification of the existing
stringent penal provision to protect innocent common man who carries FICN
unknowingly, if any breach of exclusivity agreement executed by the suppliers
isactually occurring, setting up of a Joint Venture Paper Mill for production of
security paper etc.

Action Taken Statements on the recommendations/observations
contained in the 73rd and 79th Reports had been sent to the Standing Committee
on Finance on 17th April, 2009 and 26th March, 2009 respectively. Present
status of implementation of the recommendations made by the Committeein
the 73rd and 79th Reportsisindicated in Annex-1 and Annex-I1 respectively.

| would not like to take the valuable time of the House to read out the
contents of the Annexes. | would request that these may be taken as read.
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Annex-|

Statement showing Action Taken Report on the Recommendations/Observations contained in the 73 Report of the Standing Committee

on Finance on Demands for grants 2008-09 of the Ministry of Finance (Departments of Economic Affairs, Financial Services, Expenditure

& Disinvestment) presented to-Lok Sabha on 18" December, 2008/laid in Rajya Sabha on 18" December, 2008

Sl. No.| Recomm Recommendation Action Taken by the Government Whether accepted Remarks
endation/ or not by the
Para No. government

1 2 3 4 5 6

7 | The Ministry of Finance (Department of | The “Indian Development Economic Assistance Scheme” | Details furnished as
Economic Affairs) have explained that | (IDEAS) attempts to promote India’s strategic economic interests | desired by the Com-
budget allocation under “Indian | abroad. Following interventions are intended to form the core of | mittee
Development Economic assistance | activities under IDEAS:
Scheme” (IDEAS) very often is not 0] Writing off past debts of HIPCs (Heavily Indebted Poor
utilized satisfactorily due to unforeseen Countries);
circumstances. It is observed that (i)  Provide concessional Lines of Credit (LoCs) through
budgetary allocation for the activities Lending Agencies;
under the IDEAS is to meet international (i)  Working with other Donors, Government and
obligation and to honour those Multilateral Funding Institutions (MFIs);
commitments. It is not clear as to what (iv)  Creation of Regional & Country Strategies;
were the unforeseen circumstances, (v)  Providing assistance for Project Preparation;
which led to under-utilisation of funds (vi)  Project Training.
meant for meeting the international | However, as the scheme has so far been implemented in respect
commitments. The Committee would | of GOI supported Lines of Credit to foreign countries only [item
await details in this regard. (i) above], and has not yet been fully operationalized, the amount
allocated in the Budget could not be utilized to the full extent.

2 8 | The Committee would like to know the | The Viability Gap Funding (VGF) scheme is an enabling scheme | It is a statement of
current status of the Viability Gap | to make the Public Private Partnership project commercially | facts for explanation
Funding and the extent of utilization of | viable. Viability Gap funding is disbursed as equity support to | only
the budget allocations for the scheme | the project. To safeguard the public funds being invested in a
during 2007-08. The Committee reiterate | PPP projects, the funds are released, in proportion to the disbursal
that corrective steps should be taken to | of loan by the Lead Financial Institution after financial closure of
ensurethat budget estimates arerealistic | the project and after the private sector equity was completely
and on sound basis. expended on the project.

The Budget Estimates were formulated based on the approved
projects where ‘in principle’ approval was granted. However,
since the scheme was new, the sponsoring authorities did not
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Sl. No.| Recomm Recommendation Action Taken by the Government Whether accepted Remarks
endation/ or not by the
Para No. government
have any prior experience in implementing the scheme. They
were also unfamiliar with implementation of projects in the PPP
framework. Hence, inspite of grant of ‘in-principle’ approval by
DEA, there were delay in completion of the bidding process by
the Project authorities. Later the projects were reviewed and
accordingly the Revised Estimates were reduced.
During 2007-08, provisions under the Scheme were made for
projects which were in an advanced stage of bidding and in
consultation with the Sponsoring Authorities regarding the likely
Viability Gap Funding requirement. However, on completion of the
bidding process, six projects received ‘negative grant/revenue share’
and Viability Gap Funding was not required for those projects.
Accordingly, the provisions were revised at Revised Estimates Stage.
The disbursement of Viability Gap Funding are as under :
(in crores of Rupees)
Budget Revised Disbhursement
Estimates Estimates
FY 2007-08 100.00 23.00 23.00
3 10 | Display of information in the ‘Budget at | The existing method of calculating the Revenue Deficit and Fiscal | Decision in this regard | The
a Glance’ does not set right the | Deficit does not take into account the off-budget items such as | is pending, awaiting Standn_wg
deficiencies in the figures of fiscal and | issue of bonds/securities to Oil Marketing Companies, Fertilizer | the recommendations | Committee
revenue deficits shown in the budget. | Companies, etc. on account of subsidies on petrol, oil, fertilizers, | of the Thirteenth | will be
The Committee feel that the Finance | etc. Finance Commission | apprised of
Commission which is concerned with the | However, the issue of bringing the liabilities on account of oil, | and further processing | the action
question of devolution of finances | food and fertilizer bonds into the financial accounting has been | by the Governmentfor | taken by
between the Union and the States has | referred to the Thirteenth Finance Commission as an additional | suitable corrective | the
nothing to do with how deficits in the | Term of Reference stating that- measures on the Government
Union Budget should be reflected. The | “Having regard to the need to bring the liabilities of the Central | subject. on receipt
Committee, therefore, stress that as | Government on account of oil, food and fertilizer bonds into the of the
promised by the Finance Secretary, and | fiscal accounting, and the impact of various other obligations of réecommen-
in line with the Committee’s |the Central Government on the deficit targets, the Commission dations
recommendation, action should be taken, | may review the roadmap for fiscal adjustments and suggest a from the
without any further delay, to reflect the | suitable revised roadmap with a view to maintaining the gains |1:3th
inance

fiscal and revenue deficits appropriately

of fiscal consolidation through 2010-2015.”

Commission
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Sl. No.

Recomm
endation/
Para No.

Recommendation

Action Taken by the Government

Whether accepted
or not by the
government

Remarks

13

in the Budget taking into account the
securities issued in lieu of the subsidies.

The Department of Economic Affairs have
not bothered to ascertain from
Department of Public Enterprises
whether the recommended review has
been undertaken and if so, what was the
outcome. These are matters on which
the Department ought to take suo-motu
action and be pro-active to apprise the
Committee of the developments within
two months. As Public Sector
Undertakings are subjected to scrutiny
of C&AG, CVC, CBI and also
Parliamentary Committees, the concept
of independent directors, their need, role,
competence and professionalism need to
be defined.

Since the proposal for reckoning the bonds/securities as part of
revenue and fiscal deficits will require considerable fiscal
adjustments and the subject matter has already been referred to
the Thirteenth Finance Commission, the Standing Committee
on Finance has been requested to consider according time till
the Recommendations of the Thirteenth Finance Commission
are received and processed by the Government for suitable
corrective measures on this subject.

The review of the existing procedure governing the appointment
of independent directors has been undertaken by Department of
Public Enterprises. As a result, the proposals submitted by the
Administrative Ministries / Departments are expeditiously
considered by the Search Committee. A note for modification of
the guidelines for appointment of independent directors on the
boards of CPSEs has been formulated and is under consideration
of DPE since 24.06.2008. The status of appointment of non-
official directors on boards of NTPC, NALCO, GAIL, IOC and
ONGC are as follows:

Status of appoint of non-official Directors on the Boards
of NTPC, NALCO, GAIL and ONGC

Name of Number of Numbers Remarks
CPSE Non- of Non-
official official
Directors Directors
Required in position
NTPC 9 9 -
NALCO 8 8 -
GAIL 7 5 Proposal from

Administrative
Ministry awaited by
DPEfor remaining 2
Vacancies

Yes
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Sl. No.| Recomm Recommendation Action Taken by the Government Whether accepted Remarks
endation/ or not by the
Para No. government
Name of  Number of Numbers Remarks
CPSE Non- of Non-
official official
Directors Directors
Required in position
I0C 10 6 2 names recom-
mended by Search
Committee on
26.2.2009. Proposal
from Administrative
Ministry awaited by
DPE for remaining 2
vacancies
ONGC 9 4 Proposal from
Administrative
Ministry awaited by
DPE for remaining 5
vacancies
5 16 | The Committee are distressed to note | As per the data on priority sector advances, as on the last Yes Necessary
that the shortfall in agricultural lending | reporting Friday of March 2008, submitted by all Scheduled action has
target was as much as over Rs. 21,818 | commercial Banks, the total shortfall of domestic Scheduled already
crore during 2007-08. There is nothing in | commercial Banks on account of non-achievement of overall been
thereply to indicate whether any effective | priority sector lending target [40% of Adjusted Net Bank Credit taken.

mechanism has been envisaged to
ensure that the targeted percentage of
credit flows to agriculture and priority
sector. The corpus of the four additional
funds proposed to be created works out
to just Rs. 10,200 crore which is less than
half of the shortfall in agricultural lending.
Even going by the assertion of the
Ministry of Finance that the banks would
berequired to deposit the whole amount
of shortfall in priority sector credit in

(ANBC) or credit equivalent amount of Off-Balance Sheet
Exposure] is Rs. 718.28 crore and the shortfall on account of
non-achievement of agricultural lending target (18% of ANBC),
after netting of priority sector shortfall, is Rs. 21,818.27 crore.
Similarly, the shortfall of foreign banks in achievement of priority
sector lending target/sub-targets as on the last reporting Friday
of March 2008 works out to around Rs. 120.16 crore. Hence,
the total shortfall of the Scheduled Commercial Banks comes to
Rs. 22,656.71 crore.

In view of the total shortfall of all Scheduled Commercial Banks
(SCBs) at around Rs.22,600 crore, the Government has
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Sl. No.

Recomm
endation/
Para No.

Recommendation

Action Taken by the Government

Whether accepted
or not by the
government

Remarks

these funds, there will be over Rs. 12,456
crore left uncovered. It is also not clear
whether the proposed funds have already
been created and if not, how soon they
will be set up. Inadequate bank credit
being one of the major reasons for the
slow and tardy agriculture growth, the
Committee, once again, reiterate the need
to evolve an effective mechanism to
ensure that the targeted percentage of
credit is lent to agriculture and priority
sector.

constituted four Funds from resources of Scheduled commercial
Banks to the extent that they fall short of their obligation to lend
to the priority sector. These four Funds are Short Term
Cooperative Rural Credit (STCRC) Fund with an initial corpus of
Rs. 5,000 crore with National Bank for Agriculture and Rural
Development (NABARD), Micro Small and Medium Enterprises
(MSME) Fund with Rs. 4,600 crore (Rs.3600 crore Refinance
Fund and Rs. 1000 crore Risk Capital Fund) with Small Industries
Development Bank of India (SIDBI) and Rural Housing
Development Fund (RHDF) with Rs. 2,000 crore with National
Housing Bank (NHB). These Funds have been constituted
besides the corpuses of Rural Infrastructure Development Fund
(RIDF) of Rs. 14,000 crore and Rs. 4,000 crore towards rural
roads component of Bharat Nirman i.e. a separate window under
RIDF. As such, altogether Rs. 29,600 crore are to be drawn
from the amount of shortfall in Priority Sector/Agriculture Sector
lending targets of these banks for the year 2008-09 while the
actual shortfall under this head is Rs. 22,656.71 crore only. The
Government has intended that this shortfall in the allocation made
for RIDF, MSME (Refinance) Fund, MSME (Risk Capital) Fund
and RHDF may be made good by allocating the additional amount
from shortfall in Priority Sector/Agriculture Sector lending targets
of banks in the year 2008-09. Hence, there is no unutilized
amount of shortfall under Priority /Agriculture lending targets of
SCBs for the year 2008-09.

On the issue of inadequate credit flow to agriculture, it is informed
that on 18" June, 2004, the Government announced a package
for doubling the flow of credit to agriculture and allied activities in
a period of three years commencing from 2004-05 over the
amount disbursed during the year 2003-04. This goal was
achieved in two years. The Agriculture credit disbursement
increased nearly three times from Rs. 86,981 crore in 2003-04
to Rs. 2,43,570 crore in 2007-08. The target for agriculture credit
flow for the 2008-09 was Rs. 2,80,000 crore by all banks. Against
this, a total of Rs. 2,87,149 crore was disbursed during the year
(figures provisional).
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19

22

The Committee regret to note that no
concrete steps have been taken on their
recommendation for extending the One
Time Settlement (OTS) Scheme to
supportunviable/sick medium, small and
tiny enterprises for afurther period of five
years. For enabling these entities to
compete successfully in the changed
circumstances, the Committee feel that
itis essential to extend the facility of OTS
for a further period of five years. The
Committee, therefore, reiterate their
earlier recommendations. The
Committee would also like to be apprised
of therecommendations made by the Dr.
K.C. Chakraborty Committee appointed
by the RBI to study the reasons for
sickness of SSI/SME units and the action
taken thereon by the Government/
Reserve Bank.

It is observed from the reply of the
Ministry of Finance that around 27,000
branches of banks are still left out of the
ambit of RTGS/NEFT facility due to
absence of infrastructure like power,
communication, ineligibility of some
branches to participate in RTGS/NEFT
etc. Absence of the facility of RTGS/
NEFT in all branches of banks leads to
problems in synchronization in the

The Chakraborty Committee had made several
recommendations relating to rehabilitation of potentially viable
sick units in the MSME Sector. After examination of these
recommendations, RBI forwarded the same to all stake holders
including Scheduled commercial Banks for taking appropriate
action. The Department of Financial Services has also asked all
the stakeholders viz. the concerned Ministries, Chief Secretaries
and Administrators of all the State Governments and Union
Territories and IBA to take follow up action on the
recommendations made in the Chakraborty Committee Report
concerning them.

As regards One Time Settlement Scheme, which is one of the
recommendations of the Committee, the matter was taken up
with RBI. RBI has informed that any policy on settlement of
non-performing loans is essentially a management function to
be exercised by individual banks, based on their commercial
judgement. RBI has, however, emphasized importance of the
need for banks to have a transparent policy in this regard for the
MSE sector. Accordingly, RBI has advised all Scheduled
commercial Banks vide circular No.RPCD. SME & NFS.BC.102/
06.04.01/2008-09, dated 4th May, 2009, to put in place a non-
discretionary OTS policy duly approved by their Board of
Directors, for the MSE borrowers. RBI is of the opinion that this
would enable the Bank officials to make quick and judicious
decisions on OTS.

The Reserve Bank of India has built the infrastructure for faster
movement of funds. The Real Time Gross Settlement (RTGS)
system provides the platform for systemically important payments
while the National Electronic Fund Transfer (NEFT) System
provides the platform for retail transfers.

Banks keep on adding branches to the RTGS/NEFT network
when infrastructure at their end is ready and when the business
requirements of the branches demand RTGS/NEFT connectivity.
The Reserve Bank of India has not put any restriction on addition
of branches by banks. Instead, the RBI has always persuaded

Government has
taken appropriate
action on the
recommendations of
the Chakraborty
Committee as given
in column 4.

Accepted
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settlement system of stock exchanges
and banks which is stated to be a major
factor in precipitating crisis, at times of
volatility in the stock market. The
Committee would, therefore, like to know
in this context, how many branches of
banks do not have requisite
infrastructure and among the rest, how
many are ineligible to participate in
RTGS/ NEFT and for what reasons. The
Committee also desire to be apprised of
the time frame for extending the RTGS/
NEFT facility in respect of those branches
which are eligible and are with adequate
infrastructure.

the banks to extend the facility of RTGS/NEFT to all their
branches and to all customers. As a result, more than 58,000
bank branches have become RTGS/NEFT enabled as on August,
2009.

The 58,000 bank branches presently connected to the network
are scattered all over the country. More than 1000 important
centres are now covered under the national payments
infrastructure. All such centres where capital market transactions
are active, now have both RTGS / NEFT connectivity. Around
10,500 bank branches not connected to the network so far mostly
belong to remote and far-flung places and the financial
transactions originating from such places may not have systemic
impact on the financial markets. Thus the volatility of the stock
market may not have any direct correlation with non-connectivity
of such remote branches of the RTGS/NEFT.

RBl issued a mandate in June 2008, advising its regulated entities
to route all transactions of Rs.10 lakh and above in RBI regulated
markets to settle through RTGS/NEFT. SEBI and IRDA were
approached at Deputy Governor level to initiate similar steps in
the markets regulated by them. A mandate of such nature would
definitely address systemic issues.

The expansion of RTGS/NEFT has grown significantly over time.
Compared to July 2008 more than 9,500 bank branches have
been added to the National Payments Networks. However, the
addition of branches to the payments networks by the banks is
incumbent upon the extension of Core Banking Solution (CBS)
by a bank. Some banks have completed implementation of CBS
and therefore all branches of such banks are now eligible for
RTGS/NEFT transactions. Some banks are in the process of
implementing Core Banking Solution and as soon as the process
is complete, all bank branches will be RTGS/NEFT enabled.
Itis further observed that out of around 58,000 bank branches of
Public Sector Banks, at present 47,500 bank branches are RTGS/
NEFT enabled. As on February 2009, the same figure was
43,000. Therefore, during last 6 months, around 4,500 branches
have been added in RTGS/NEFT network. Bank-wise total
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number of branches vis-a-vis RTGS/NEFT enabled branches of
PSU banks are annexed.
Till recently only scheduled banks were allowed to join RTGS/
NEFT. RBI has now set out the new Access Criteria to allow all
banks meeting certain financial parameters to join RTGS/NEFT.
Thus, all banks whether Scheduled or Non-scheduled, licensed
or un-licensed, big or small, State Co-operative or Urban Co-
operative, Local Area bank or a Regional Rural Bank are now
eligible to join RTGS/NEFT.
RBI has also issued a circular advising all RTGS member banks
to :-

a) make their entire branch network RTGS enabled

b) explore the possibility of giving RTGS facility to the

customers of RRBs sponsored by them.

It may be noted here that due to RBI's initiatives, quite a good
number of banks have started extending CBS facility to the RRBs
sponsored by them. RBI is quite hopeful that the RRBs will soon
be covered under National Payments Networks.
With a view to creating awareness amongst the end users as
well as the banks, RBI had brought out leaflets on RTGS and
NEFT and circulated them widely and also placed them in its
website for public awareness. RBI has also been holding
quarterly interaction with Executive Directors of PSU banks.
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ANNEXURE to Action Taken Report to Para No.22

BANK-WISE TOTAL NUMBER OF BRANCHES AND RTGS/NEFT ENABLED BRANCHES IN PUBLIC SECTOR BANKS

Sl. No. Name of the Bank RTGS / NEFT Total Branches
Enabled branches
1. Allahabad Bank 887 2299
2. Andhra Bank 804 1460
3. Bank of Baroda 2170 3159
4. Bank of India 3018 3060
5. Bank of Maharashtra 707 1459
6. Canara Bank 2827 2897
7. Central Bank of India 1345 3563
8. Corporation Bank 1063 1063
9. Dena Bank 855 1273
10. Indian Bank 1607 1783
11. Indian Overseas Bank 1909 2038
12. Oriental Bank of Commerce 1485 1485
13. Punjab & Sind Bank 205 918
14. Punjab National Bank 4482 4603
15. State Bank of Bikaner & Jaipur 855 921
16. State Bank of Hyderabad 1050 1050
17. State Bank of India 11905 12371
18. State Bank of Indore 475 475
19. State Bank of Mysore 685 685
20. State Bank of Patiala 847 847
21. State Bank of Travancore 736 748
22. Syndicate Bank 2062 2386
23. UCO Bank 690 2161
24, Union Bank of India 2782 2782
25. United Bank of India 1042 1531
26. Vijaya Bank 1156 1156

Total 47649 58173




25

Annex-ll

Statement showing Action Taken Report on the Recommendations/Observations contained in the 79" Report of the Standing

Committee on finance on ‘Counterfeit Currency Notes in Circulation’ presented to-Lok Sabha on 18" December, 2008/ laid in

Rajya Sabha on 18" December, 2008

Sl. No.| Recomm Recommendation Action Taken by the Government Whether accepted Remarks
endation/ or not by the
Para No. government

1 2 3 4 5 6

1 72 | Taking note of the gravity and magnitude | The government would like to assure the Committee that all Yes
of the problem of counterfeit currency | possible action would be taken to counter this growing menace.
notes in circulation, the Committee
would urge the Government to come to
grip with the reality soon and take
concerted action to counter this growing
menace.

2 73 | Inthe context of the detection and seizer | Since the investigating agencies such as State Police, IB, CBlI, No Setting up
of a large quantity of forged notes of | DRI etc. are controlled by the central and State govts. A nodal of another
Rs.500 and Rs.1000 denomination at the | group under the overall supervision of the RBI may not be very group
Domariaganj Branch (UP).The Committee | effective. Further, at the apex level, meetings under the would
took note of the fact that various | chairmanship of Cabinet Secretary and Home Secretary are taken amount to
Ministries / Departments / Organisations | on enhanced cooperation to tackle menace of Fake Indian duplication
are monitoring the situation relating to | currency Notes (FICN) and counter measures being taken against of efforts.
circulation of Fake Indian Currency | FICNs by various agencies/Ministeries.
notes. Therefore, with a view to avoid
multiplicity of management and control,
the Committee would like the
Government to constitute a nodal group,
comprising senior level representatives
from the concerned agencies/
Departments and functioning under the
overall supervision of the RBI

3 74 | The Committee are alarmed to note that | The Central Government in the Ministry of Home Affairs with the Yes The inquiry
the interdictions made by enforcement | assistance of other institutions and agencies like CBlI, Directorate report has
agencies raised the suspicion that the | of Revenue Intelligence, Central Economic Intelligence Board, EOt yet

ecome

Fake Indian Currency notes originated

NCRB, IB and RAW will get this enquiry conducted.

available.
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75

76

77

from across the borders and were
smuggled into the country through
diverse routes / channels. The committee
desires that the Government should
conduct a comprehensive inquiry into all
aspects of issue including its
ramifications on national security.

Most of the Counterfeit notes seized by
enforcement agencies pertain to 1996
and 2000 series. The Committee desires
that RBI should consider phased
withdrawal from circulation of currency
of Rs.1000 denomination as well as of the
2000 series, if its security features are
found to have been successfully
breached .

Proportion of counterfeit notes detected
was very high at Domariaganj branch of
the SBI. The Committee hopes that the
inquiry instituted in this case will be
concluded early and the committee
apprised of the outcome and the follow
up action taken thereafter.

RBI must augment their enforcement
efforts in proportion to the magnitude of
the problem and strengthen monitoring
and inspection systems in regard to
Currency Chests, particularly, the high
risk chests and those in border and
sensitive areas.

RBI has informed that it would consider withdrawal of Rs. 1000
denomination 2000 series notes at an appropriate time.

RBI has informed that it has already constituted a High Level
Group to review the whole gamut of currency management. The
Group has since submitted its Report and is under examination
of RBI for implementation.

The RBI has informed that on the suggestions of the committee,
the inspection of chests especially in sensitive areas has been
stepped up in terms of frequency and intensity. RBI has further
informed that introduction of quality checks for inspection of
currency chests based on their risk profile is proposed to be
introduced in due course.

Yes

Yes

Yes

The Report
became
available
only during
2nd week
of August,
2009.
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10

78

79

80

81

There is a lot of difference between the
number of soiled notes that are coming
back to the RBI system and the number
of new notes that are being issued,
though there should be broad
equivalence in this. The Committee
would like the Government to seriously
look into the matter and apprise the
Committee about the corrective action
taken.

It is imperative that the existing penal
provision should be modified in a way
that will protect the innocent common
man and not burden him with the onus
of proving his innocence. The Committee
are of the view that ordinary people
unknowingly in possession of counterfeit
currency should not be penalized.
Further, extensive awareness campaigns
should be conducted to educate common
man to recognize counterfeit note.

In view of the large smuggling of FICNs
into the country, the Committee desire
that the Government must investigate
whether any breach of the exclusivity
agreement executed by the suppliers is
actually occurring.

As regards the indigenization process of
the production of security paper/
machinery, the Committee are dismayed
that even after lapse of several years, the
decision to set up a Joint Venture Paper
Mill has not been operationalised so far.

The RBI has informed that the number of notes supplied has
always to be more than the number of notes destroyed to meet
the demand of the economic growth and also because the
average life of bank notes being more than one year. RBI has
further informed that all currency chests have been equipped
with Note Sorting Machines (NSMs) to detect counterfeit notes.

The Ministry of Home Affairs is examining the modification in the
law as recommended by the committee. The RBI has informed
that they are conducting an extensive publicity campaign jointly
through electronic and print media for creating awareness about
the basic and recognizable features of a bank note.

No instance of breach of exclusivity agreement by the suppliers
has come to the notice of the Gouvt.

The action to set up a new paper mill has been started through
a Joint Venture between the Security Printing & Minting
Corporation of India Ltd. (SPMCIL) and Bhartiya Reserve Bank
Note Mudran Pvt. Ltd. (BRBNMPL) with 50:50 equity holdings.

No corrective action
required in view of the
reply of the RBI.

Yes

Yes

Yes




