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RBI’s regulatory powers over PSBs are weaker than those
over private sector banks: Urjit Patel

BY ET BUREAU | UPDATED: MAR 15, 2018, 12.15 PM IST [ Post a Comment ]

Reserve Bank of India governor Urjit Patel rejected accusations that the regulator’s laxity RELATED COMPANIES EXPAND
was to blame for the Rs 13,000-crore fraud at state-owned Punjab National Bank,
suggesting instead that laws need to be changed to ensure punitive action can be taken in PNB

time and effectively putting the onus on the government.
Big Change:
] ) The end of Five-Year Plans: All you need to know
“There has been a tendency in the pronouncements post revelation of the fraud that RBI's

supervision team should have caught it,” Patel said in an address at a law university in Gandhinagar, Gujarat, on Wednesday.

“While that can always be said ex post with any fraud, it is simply infeasible for a banking regulator to be in every nook and corner of
banking activity to rule out frauds by ‘being there’.” Patel invoked mythology in the context of ongoing fight against corruption. “If we
need to face the brickbats and be the Neelakantha consuming this poison, we will do so as our duty. We will persist with our endeavours

and get better with each trial and tribulation along the way,” the governor said.

said promoters and banks should seek to be on the side of the “Devas (the gods) rather than Asuras(the demons) in this Amrit
Manthan.”

The central bank had sounded warnings several times to ensure that wrongdoing of the kind that occurred at PNB didn’t take place, he
said, blaming the lender for not following instructions and implying that the fraud wouldn’t have taken place if it had.

“The RBI had issued precise instructions via three circulars in 2016 to enable banks to eliminate the hazard,” Patel said. “It turns out ex
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post the bank had simply not done so.”

Patel’s comments follow those of finance minister Arun Jaitley that appeared to question the regulator’s role in the wake of the PNB
fraud.

“‘Regulators ultimately decide the rules of the game and have to have a third eye which is perpetually to be open and looking at the
sector,” Jaitley had said at ET’s Global Business Summit last month. “But unfortunately, in the Indian system, we politicians are
accountable, the regulators are not.”

Patel explained why he had decided to make public his views on the PNB fraud. “| have chosen to speak today to convey that we at the
Reserve Bank of India also feel the anger, hurt and pain at the banking sector frauds and irregularities,” said. “In plain simple English,
these practices amount to a looting of our country's future by some in the business community, in cahoots with some lenders... We are



doing all we can to break this unholy nexus.”

LEGAL REFORMS

He also said that the current legislation served as a protection for errant bankers, citing the Financial Sector Assessment Programme of
the World Bank and the International Monetary Fund. RBI has limited legal authority to hold stateowned bank boards accountable for
strategic direction, risk profiles, assessment of management and compensation.

“The RBI’s legal powers to supervise and regulate PSBs (public sector banks) are also constrained. It cannot remove PSB directors or
management, who are appointed by the government of India, nor can it force a merger or trigger the liquidation of a PSB,” Patel said.
“The RBI will undertake actions against the bank that it is empowered to but this set is limited under its Banking Regulation or BR Act
powers over PSBs.”

Legal reforms are needed to empower RBI to fully exercise the same responsibilities over state-owned banks as those that apply to
private banks and to ensure a level playing field in supervisory enforcement.

Patel said internal processes at PNB failed, allowing operational hazards to remain in place in spite of clear instructions to shut them
down.

He underscored the need for mechanisms to deter frauds and other irregularities to be put in place and to ensure that these have bite so
that wrongdoing can be minimised.

The biggest fraud to rock the Indian banking industry was allegedly perpetrated by jewellers Nirav Modi, Mehul Choksi, their companies
and PNB officials. It's being probed by government agencies including the Central Bureau of Investigation and the Enforcement
Directorate.

Patel said “success has many fathers; failures none,” referring to the criticism against the RBI that followed the fraud being uncovered.
“These appear to have prevented the participants in this cacophony from deep reflection and soul searching that can help solve

fundamental issues that are the root cause of such frauds and related irregularities in the banking sector,” he said.

Patel also referred to banks’ rising bad loans, saying this needs to be fixed urgently. “Its magnitude is larger than Rs 8.5 lakh crore of
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stressed assets on bank balance sheets and its significance stems from several practices in promoter-bank credit relationship that need

immediate attention,” he said.

Stay on top of business news with The Economic Times App. Download it Now!

Powered by

FOLLOW US

Other Times Group news sites

WE@Wl g5l s 218xd | Pune Mirror | Bangalore Mirror | Ahmedabad Mirror |
ltsMyAscent | Education Times | Brand Capital | Mumbai Mirror | Times Now |
Indiatimes | TAHRA CISH | HERTY CISH | 26030 T €3 | Go Green | AdAge India
| Eisamay | IGN India | NavGujarat Samay | Times of India | Samayam Tamil |
Samayam Telugu | Miss Kyra | Bombay Times | Filmipop | BrainBaazi | BrainBaazi APP

Living and Entertainment

Timescity| iDiva | Entertainment | Zoom | Healthmeup | Luxpresso | Gadget Reviews |
Titanium & Platinum Credit Card | Online Songs | MensXP | Hotels | Travel
Destinations | Cricbuzz | Recipes | Gaana | Happytrips | Getsmartapp

Interest Network
itimes

Live Market Industry About Us

News Newsletters Create Your Own Ad

Portfolio Commodities Advertise with Us

Mobile Speed Terms of Use & Grievance Redressal
Live TV Blogs Privacy policy

Biz Listings RSS

In Case You

All about PNB Fraud
GST
GST Rates

Download it from Download it from

GOOGLE PLAY

Download it from

APP STORE Windows Store

Hot on the Web

Share Market | GST | Income Tax Slabs | Aadhaar Card | How to Save Income Tax |
Axis Bank IFSC Code | Tax Saving Guide | Sensex Today | Nifty Bank | Sensex |
Income Tax Calculator | Karnataka Election 2018

Services

Book print ads| Online shopping | Matrimonial | Astrology | Jobs | Tech Community |
Property | Buy car | Bikes in India | Free Classifieds | Send money to India | Used Cars
| Restaurants in Delhi | Remit to India | Buy Mobiles | Listen Songs | News |
TimesMobile | Real Estate Developers | Restaurant Deals in Delhi | Car Insurance |
Gadgets Now | Free Business Listings | CouponDunia | Remit2India | Techradar |
AliveAR | Getsmartapp App | ETMoney Finance App | Feedback | Auto

Missed It

Jaguar Land Rover
IPO
Aadhaar Card


https://economictimes.indiatimes.com/
https://economictimes.indiatimes.com/markets/markets/1977021501.cms
https://economictimes.indiatimes.com/newshome.cms
http://etportfolio.economictimes.indiatimes.com/DashBoard.htm
http://m.economictimes.com/
https://economictimes.indiatimes.com/et-now/videohome/4413218.cms
https://economictimes.indiatimes.com/listing?frm=HP_Wg
https://economictimes.indiatimes.com/industry/articlelist/13352306.cms
https://economictimes.indiatimes.com/subscription.cms
https://economictimes.indiatimes.com/commodities.cms
http://speed.economictimes.indiatimes.com/
http://blogs.economictimes.indiatimes.com/
https://economictimes.indiatimes.com/rss.cms
http://www.timesinternet.in/
https://www.ads.timesinternet.in/expresso/selfservice/loginSelfService.htm
http://advertise.indiatimes.com/
http://www.indiatimes.com/termsandcondition
http://www.indiatimes.com/privacypolicy
https://www.facebook.com/EconomicTimes
https://twitter.com/economictimes
https://plus.google.com/+TheEconomicTimes/
https://economictimes.indiatimes.com/rss.cms
http://itunes.apple.com/us/app/the-economic-times/id474766725?ls=1&t=8apple.com/us
http://itunes.apple.com/us/app/the-economic-times/id474766725?ls=1&mt=8
https://market.android.com/details?id=com.et.reader.activities
https://market.android.com/details?id=com.et.reader.activities
http://www.windowsphone.com/en-US/apps/d73c2150-6acf-445b-b810-19a004b5d3e8
http://www.windowsphone.com/en-US/apps/d73c2150-6acf-445b-b810-19a004b5d3e8
https://economictimes.indiatimes.com/industry/banking/finance/banking/everything-you-need-to-know-about-the-pnb-scam/newslist/62929480.cms
https://economictimes.indiatimes.com/industry/auto/news/industry/jaguar-land-rover-global-sales-fall-2-6-per-cent-in-february/articleshow/63199349.cms
https://economictimes.indiatimes.com/gst
https://economictimes.indiatimes.com/markets/ipo
https://economictimes.indiatimes.com/news/economy/policy/a-quick-guide-to-india-gst-rates-in-2017/articleshow/58743715.cms
https://economictimes.indiatimes.com/topic/Aadhaar-card
http://hindi.economictimes.indiatimes.com/
http://gujarati.economictimes.indiatimes.com/
http://www.punemirror.in/
http://www.bangaloremirror.com/
http://www.ahmedabadmirror.com/
http://www.itsmyascent.com/
http://www.educationtimes.com/
http://brandcapital.co.in/
http://www.mumbaimirror.com/
http://www.timesnow.tv/
http://www.indiatimes.com/
http://navbharattimes.indiatimes.com/
http://maharashtratimes.indiatimes.com/
http://vijaykarnataka.indiatimes.com/
http://gogreenindia.co.in/
http://www.adageindia.in/
http://eisamay.indiatimes.com/
http://in.ign.com/
http://navgujaratsamay.indiatimes.com/
http://timesofindia.indiatimes.com/
http://tamil.samayam.com/
http://telugu.samayam.com/
http://www.misskyra.com/
http://www.bombaytimes.com/
https://www.filmipop.com/
http://www.brainbaazi.com/
https://play.google.com/store/apps/details?id=com.brainbaazi&referrer=af_tranid%3D4nfW-MdJtgwHn2QlvuyueQ%26pid%3DWebsite%26c%3DTop_CTA
http://timescity.com/
http://idiva.com/
http://timesofindia.indiatimes.com/entertainment
http://www.zoomtv.in/
http://healthmeup.com/
http://luxpresso.com/
http://www.gadgetreview.com/
http://www.hdfcbank.timescard.com/
http://gaana.com/newrelease/
http://mensxp.com/
http://www.happytrips.com/hotels
http://www.happytrips.com/guides
http://cricbuzz.com/
http://recipes.timesofindia.com/
http://gaana.com/newrelease/
http://www.happytrips.com/guides
https://www.getsmartapp.com/
http://www.itimes.com/
https://economictimes.indiatimes.com/markets
https://economictimes.indiatimes.com/gst
https://economictimes.indiatimes.com/wealth/tax/latest-income-tax-slabs/articleshow/62751981.cms
https://economictimes.indiatimes.com/wealth/personal-finance-news/aadhaar-everything-you-need-to-know-about-it/articleshow/60173210.cms
https://economictimes.indiatimes.com/wealth/tax/looking-to-save-tax-for-fy-2017-18-here-are-6-investments-with-tax-free-income/articleshow/58280728.cms
https://economictimes.indiatimes.com/wealth/ifsccode/bank-axis-bank.cms
https://economictimes.indiatimes.com/wealth/tax/your-guide-to-tax-saving-investments-for-fy17-18/articleshow/62306328.cms
https://economictimes.indiatimes.com/sensex-nifty-live-today-2017-03-15/liveblog/63310110.cms
https://economictimes.indiatimes.com/markets/nifty-bank/indexsummary/indexid-1913,exchange-50.cms
https://economictimes.indiatimes.com/indices/sensex_30_companies
https://economictimes.indiatimes.com/personal-finance/calculators/tax-impact-calculator
https://economictimes.indiatimes.com/news/politics-nation/karnataka-elections-2018-news-updates
http://www.ads2book.com/
http://shopping.indiatimes.com/
http://www.simplymarry.com/
http://www.astrospeak.com/
http://www.timesjobs.com/
http://www.techgig.com/
http://www.magicbricks.com/
http://www.zigwheels.com/
http://www.zigwheels.com/bikes
http://www.yolist.com/
http://timesofindia.indiatimes.com/business/india-business/Send-Money-to-India-the-safe-convenient-inexpensive-way/articleshow/11079712.cms
http://www.zigwheels.com/used-car
http://timescity.com/delhi/restaurants
http://www.timesofmoney.com/remittance/jsp/home.jsp
http://www.gadgetsnow.com/mobile-phones
http://gaana.com/
https://economictimes.indiatimes.com/newshome.cms
http://www.timesmobile.in/
http://property.magicbricks.com/
http://dineout.co.in/
http://www.zigwheels.com/insurance/
http://www.gadgetsnow.com/
https://economictimes.indiatimes.com/listing?frm=HP_Wg
https://www.coupondunia.in/
https://www.remit2india.com/sendmoneytoindia/homepage.jsp
http://www.in.techradar.com/
http://www.alivear.com/
https://play.google.com/store/apps/details?id=com.getsmartapp
https://play.google.com/store/apps/details?id=com.smartspends
https://economictimes.indiatimes.com/feedback.cms
https://www.zigwheels.com/
https://economictimes.indiatimes.com/etmobileapps.cms

Bank FD Rates Income Tax
PNB Fraud Sensex
Nifty Crude Oil Price

Copyright © 2018 Bennett, Coleman & Co. Ltd. All rights reserved. For reprint rights: Times Syndication Service


https://economictimes.indiatimes.com/marketstats/pid-410,sortorder-asc,sortby-tenure.cms
https://economictimes.indiatimes.com/topic/Income-Tax
https://economictimes.indiatimes.com/industry/banking/finance/banking/pnb-head-sunil-mehta-appears-before-sfio/articleshow/63198725.cms
https://economictimes.indiatimes.com/infosys-ltd/stocks/companyid-10960.cms
https://economictimes.indiatimes.com/indices/nifty_50_companies
https://economictimes.indiatimes.com/commoditysummary/symbol-CRUDEOIL.cms
http://timescontent.com/

