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b) Dealing with group accounts: Normally this area is very important where diversion of 

funds take place. We should examine the comments of CA to check whether:

lTransactions are at par with commercial transactions done with other parties. 

lInvestments in group companies are safe and sound.

lShifting of profits/ losses through related party transactions.

lLoans and advances to group companies are camouflaged under sundry debtors to 

avail book debt finance.

c) It should be analyzed whether any bad debt is included under Sundry Debtors, whether 

loans and advances to group companies are camouflaged under Sundry Debtors to 

avail book debt finance.

2. Regarding specific certificates/tasks: Banks should insist that the 'Statutory auditors' to 

the company should give following certificates:

lSpecific certificate with respect to infusion of capital or family loans.

lMonitoring of accounts with a specific objective.

lCertification of utilization of funds for the desired end use.

3. A well defined system to ascertain source of financing of margin/equity: Whether 

margin is being financed from the borrower's own source or from Bank's finance.

4. Stringent norms while processing the credit proposals should be devised for dealing with 

unsecured loan, share caution money and share premium account. Guidelines should be 

clear for its treatment and strict penalty should be devised for any deviations. 

5. Checks to be exercised during cycle of a loan: Any weakness escaping attention at 

approval stage can be mitigated by effective post disbursement/ monitoring.

6. Strengthening of consortium mechanism, sharing of credit information on regular basis and 

exercise of stringent diligence while taking over the accounts from other banks.

Conclusion: 

Combined efforts at strategic & execution level may bring the desired result of mitigating frauds. At 

strategic level, effective fraud risk governance, a thorough fraud risk assessment, strong fraud 

prevention and detection strategies, framing effective policies and procedures, laying down strict 

compliance processes, setting high integrity standards can significantly mitigate fraud risks. At 

execution level, leveraging robust IT systems, developing efficient monitoring capabilities and 

initiating strict punitive action against the culprits in a time bound manner as well as coordinated 

and timely investigations and corrective actions will complement fraud mitigation efforts not only for 

the safety of the banks but also for ensuring the stability and resilience of the overall financial system. 

[The writer is indebted to Shri T.M. Bhasin for his article,” Bank Frauds-Current Trends and Mitigation Measures” and Dr. 

K.C. Chakrabarty for his speech,” Frauds in the Banking Sector: Causes, Concerns and Cures”]

The disciplinary proceedings of Central Services officers are governed by Central Civil Services 

(Classification, Control & Appeal) Rules, 1965. Engagement of defence assistant by the Charged 

Officer (CO) is covered under Rule 14(8) of Central Civil Services (Classification, Control & Appeal) 

Rules, 1965.  Rule 14(8)(a) provides that “ The Government servant may take the assistance of any 

other Government servant posted in any office either at the headquarter or at the place where the 

inquiry is held, to present the case on his behalf, but may not engage a legal practitioner for the 

purpose, unless the Presenting Officer appointed by the disciplinary authority is a legal practitioner, 

or, the disciplinary authority, having regard to the circumstances of the case, so permits.”    

Engagement of a Government servant as defence assistant is subject to the condition that a 

Government servant cannot be defence assistant in more than three cases at a time. The Rule also 

provides for engaging a Government servant posted anywhere if the inquiring authority having 

regard to the circumstances of the case, and for reasons to be recorded in writing, so permits.  Rule 

14(8)(b) provides for engagement of retired Government servant as defence assistant. 

However, the Public Sector Undertakings (PSUs) of the Central Government have their own Conduct, 

Discipline & Appeal (CDA) Rules and therefore, engagement of defence assistant by CO would be 

governed by the relevant Rules of that particular PSU. In a disciplinary case against an officer of a 

PSU of the Central Government, the CO requested that he may be allowed to use the services of one 

retired officer of the Central Government as his defence assistant. The relevant CDA Rules of that 

PSU permitted a person in the employment of that organization alone to be appointed as defence 

assistant. Hence, the Disciplinary Authority rejected the request on the ground that it was in violation 

of the CDA Rules. The CO filed a Writ Petition under Article 226 of the Constitution of India before 

the High Court of Madras for issue of Writ of Mandamus directing the organization to permit the CO 

to have the assistance of the retired officer in the disciplinary proceeding against him. 

The main contention of the petitioner was that the Rules framed by the PSU do not have statutory 

force and therefore, the petitioner cannot be denied fair inquiry relying on Rules which do not have 

statutory force. The Counsel of the PSU submitted that the petitioner has got no absolute right to have 

an assistance unless the statute or rules/standing orders provide for such right and the refusal to 

grant the assistance of the choice of the petitioner would not amount to violation of natural justice. 

The High Court of Madras vide its order dated 22.1.2016 dismissed the Writ Petition on the 

following grounds:

i) A delinquent has no vested or absolute right of his choice to claim assistance of a particular 

person unless such right has flown from the relevant statute or rules.

ii) The CO is bound by the restrictions in law or by statute in representation before the 

departmental proceedings and in such cases, the charge sheeted employee cannot complain 

of violation of principles of natural justice.

iii) Writ of Mandamus cannot be issued against statutory rules or regulations. 
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