Réport
of the .
EXPERT COMMITTEE

headed by
SHRI VEPA KAMESAM

ON ISSUES CONCERNING THE SERIOUS FRAUD
INVESTIGATION OFFICE
April,2009

MINISTRY OF CORPORATE AFFAIRS
GOVERNMENT OF INDIA
NEW DELHI



T OO0 0000000000000 NOO0OO0O0O0



Shri Vepa Kamesam

Chairman

Expert Committee to advise Government

on issues concerning the SFIO New Delhi,the 29 April, 2009

Dear Mr Minister,

Corporate Fraud is a highly complex phenomenon and is one
of the many consequences of rapidly growing economy characterized by
increasing number of corporate entities with a wide range of activities and each
across several markets. Any case of serious fraud has devastating consequence on
confidence of investors, credibility of the corporate sector, financial survival of
company and its employees, losses to banks and financial institutions and setback
to economy as a whole. As elsewhere in the world, the Indian corporate world has
also been afflicted by various- frauds starting with stock market scams of 1990s
and early 2000s to accounting fraud in the case of Satyam. While the earlier frauds
had an impact on Indian stock market, the latest accounting fraud perpetrated by
promoters of Satyam was a fraud on the company itself as it endangered the very
survival of the company. The impact of serious and complex frauds on a large
number of stakeholders has intensified the concern for effective regulation of the
corporate world.

SFIO was set up in 2003 as a multidisciplinary agency with
experts drawn from various fields to carry out investigations under the provisions
of Companies Act,1956. SFIO has successfully investigated large number of cases
assigned to it by MCA and has filed prosecution under various sections of
Companies Act and Indian Penal Code. During investigation of cases it has
uncarthed different types of complex frauds.

This Committee, constituted by the Ministry in 2006 to examine
various issues relating to SFIO and to suggest statutory, administrative and
organizational changes for improving the effectiveness and to ensure efficient
discharge of duties by SFIO was a timely move reflecting the need for statutory
and institutional structures to grow and meet the challenges of a diversified and
rapidly growing economy. The Committee has carefully considered views and
opinions of different regulatory and investigative agencies drawn from their
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experiences to develop insights into the nuances and subtleties of various issues
invelving corporate fraud. It is hoped that the recommendations of the Committee
wili go a long way in enabling the Ministry in developing its proposals for
legislative change and institutional development towards dealing with corporate
fraud effectively and also making SFIO an effective investigative and law
enforcement agency.

[ acknowledge the valuable contributions made by all the
Members of the Committee in the course of its deliberations and in firming up its
recommendations. They have brought to bear a rich diversity of experience in
consultation of a subject that involves some of the most compiex issues in
corporate regulation. Special thanks to Sh. Ajay Nath, Director SFIO, for

providing inputs and support for the conduct of meetings and discussions of the
Committee.

Yours sincerely,
Sd/-

Vepa Kamesam

The Honourable
Shri Prem Chand Gupta,

Ministry of Corporate Affairs
New Delhi
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Executive Summary

The Joint Parliamentary Committee (JPC) on Stock Market Scam 2001,
recommended setting up of a Serious Fraud Investigation Office in India. Several
other committees also suggested that suitable legislative framework should be
considered to strengthen the investigation by SFIO and to make it more
effective,

ii) The SFIO was set up in 2003 under the Ministry of Corporate Affairs
through an executive order to carry out investigations under the Companies Act,
1956. With a view to review the functioning of SFIO and also to make it more
effective, the Central Government constituted an Expert Committee under the
Chairmanship of Shri Vepa Kamesam, formerly Deputy Governor, Reserve Bank
of India.

iii)  The Committee deliberated upon various issues relating to investigation of
Corporate fraud, based on the experience of SFIQ and the recent developments
in Indian and global arena. The Committee also considered statutory and
institutional frameworks in several jurisdictions such as US, UK, Germany etc.
and presented its report.

iv)  The main recommendations of the Committee are coliated as under:-

1. Nature and implications of corporate fraud as distinct phenomena
should be appropriately recognized and addressed separately in Law.
(Para-2.6/3.6, Page N0.13/22)

2. A comprehensive, inclusive definition, defining the offence of fraud
with regard to the affairs of a company, may be included in the
Companies Act, 1956. Such definition should draw upon the structure



provided for an analogous definition in the UK Fraud Act, 2006.
Offences related to fraud should also be suitably defined in Companies
Act, 1956 with stringent penalties. The Committee, therefore,
recommends that an exclusive jurisdiction be carved out for corporate
frauds under the Companies Act, 1956, irrespective of whether it has
features of an offence under the IPC or not. Further, SFIO should be
facilitated to assume jurisdiction seamlessly in corporate fraud
wherever warranted. (Para 4.5.2b, Page 30-31)

. Many provisions of the Companies Act, 1956 aim to deal with the cases
of statutory contraventions and offences there under. This structure is
necessary for various types of corporate fraud to be detected,
identified and addressed. It would be appropriate to review the
compliance and corporate governance regime in the Companies Act,
1956 so that it enforces transparency and accountability at all levels
and provides adequate statutory means to address situations resulting
from corporate fraud through an appropriate investigative,
enforcement and penalty structure. (Para 4.5.2b, Page 30-31)

. While defining fraud in the corporate context comprehensively, the
Govt. should consider strengthening the investigative powers of SFIO
and to accord statutory recognition to the SFIO in the Companies Act

itself with the statutory obligation for other entities to cooperate with
it. (Para-5.12(ii), Page No.36)

. In the short term, Government may also consider making amendments
to the Companies Act 1956 itself so as to streamline the procedures
and strengthen the powers of the inspectors appointed under the
Companies Act, 1956 more effective in dealing with frauds in relation
to affairs of companies. (Para-5.12(i), Page No.36)
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6. Govt. should consider in the fong term, a special legislation, to deal
with the subject of fraud in a broader sense and for the constitution,
setting up, functions and powers of an agency to investigate fraud that
enables it to function state jurisdictions. For this, the constitutional
aspects may also be duly addressed as the basis of Government
decision to order investigation into the affairs of a company (Para-
5.12(iii), Page No.36)

7. Instead of solely depending on the report of Registrar of Companies
u/s 234 of the Companies Act, 1956, Central Government may also
take into account reports in writing, affirming prima-facie occurrence
of fraud from a wider range of agencies like SFIO, CBI, DRI, Income
Tax, SEBI etc. The order by the Government should however be
speaking one, indicating the charges against the company/reasons for
investigation and justification in public interest. A suitable amendment
to the Companies Act may be considered to enable this. (Para-6.1.6
Page N0.39)

8. Statutory recognition of SFIO under the Companies Act need not
change the existing arrangements. These would require to be
comprehensively reviewed once a special legislation to provide for
SFIO is enacted. The manner in which investigative action may be
initiated and closed may also be deait with in such legislation. For the
present, the existing arrangement whereby investigation is ordered by
the government may continue.

SFIO being a specialized organization intended to bring together multi-
disciplinary expertise to unravel fraud, should not be burdened with
routine investigations or inquiries into various complaints. It would be
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appropriate for the Central Government to strengthen its arrangements
for inspections and inquiries to be carried out by field organization of
the Ministry to handle such work without imposing this burden on
SFIO. It would also be appropriate for the information gathered by
the Ministry through its electronic registry or complaints received and
inquired into to be shared with SFI0. (Para-6.1.7 Page No.39)

. The issue of enabling SFIO to independently take up investigations,
carry them out under oversight of the courts and taking them to their
logical conclusion, or where there are inadequate grounds for
proceeding further, closing such investigations, may be addressed
through a separate statute for setting up the SFIO and providing for its
constitution, functions and operations to be prepared and enacted in

the future. Tl such time, investigations may be ordered by the

Central Government under the Companies Act, 1956. (Para-6.1.8 Page -

No.40)

10.The seriousness of an investigation may be assessed in terms of
amount of funds, the number of stakeholders or complexity involved.
No hard and fast guidelines are possible and the Committee would
refrain from applying a monetary limit or threshold for a fraud to be
considered serious. The nature of corporate fraud is such that while
the acts per se may be innocuous, the fraud in totality may have a
snowballing effect on stakeholders, banks financial institutions, market
sentiment and thereby on capital markets etc. The assessment of
seriousness would have to be based on the particular circumstances of
each case. (Para-6.1.9 Page No.40)

11.The provisions of section 239 of the Companies Act, 1956 for

investigation of related companies, along with the provisions vesting
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powers on the inspectors appointed by the Government for such
investigation, may be widened to include, in addition to the existing
provisions, entities other than companies such as sole proprietorships,
partnerships, trusts, companies registered overseas etc. that are
related, associate to or otherwise connected to the subject company
through promoters or their relatives or the controlling interest of the
subject company or through participation in acts resutting in fraud in
any manner. {Para-6.3 Page No.41)

12. Authority to call for information, evidence from bodies corporate other
than the subject company under investigation should be vested in the
Inspector drawn from Serious Fraud Investigation Office, if such
Inspector is appointed by the Central Government to conduct
investigation. This would be a special power to be exercised in
recognition of a particular fraud being identified as serious fraud. In
other cases, such powers may continue to rest with the Government as
under the existing provisions. This would require suitable amendment
to sub-section (1A) with resultant amendments to sub-section (2) and
sub-section (3) of section 240 of the Act. (Para 6.4.1, Page No.42)

13.Furnishing of information to the investigating inspector is an important
aspect of investigation and faiture to do so without reasonable cause
could imperil the investigation. Therefore, the Committee
recommends that the level of imprisonment for such offence may be
enhanced to a maximum of three years from the present level of six
months. The offence should also be made non compoundable. the
quantum of fine may atso be enhanced. The fine for such refusal, in
addition to the possibility of imprisonment should be enhanced to
extend up to five fakh rupees with @ minimum of twenty thousand

V



rupees. The penalty for continuing default in such cases should also
retain (Section 240) (Para-6.5.1, Page N0.42)

14.Penalty for furnishing false information or withholding relevant
information under section 628 should be enhanced so that where any
false statement or information, with regard to a company under
investigation, is furnished to the inspector, appointed under the
Companies Act to investigate that company, the term of imprisonment
should be enhanced from the current two years to seven years along
with a fine that may extend to five lakhs rupees, with a minimum of
fifty thousand rupees. (Para-6.5.2, Page No0.43)

15.Inspector should be vested with the power to compel appearance of
any person he may suspect, for questioning. Whether to require
physical appearance or to obtain written replies/ affidavits/
declarations on oath or otherwise, may be left to the inspector. There -
should be a penalty for ignoring an inspector’'s summons. Besides,
non response to repeated summons should lead to arrest of the person
through a warrant to be issued by a magistrate on a report filed by the
inspector.(Para-6.5.3, Page No.43)

16.The Inspector should have the powers to seize books and papers of
the company under investigation, including computers and computer
readable devises which he may be authorized to retain for a limited
period (180 days). Beyond this period, he may be authorized to retain
for further period of 180 days with the permission of the Court. He
may order such books and papers to be stored in a secure place on
the premises of the company itself and seal the premises. The
company or other authorities requiring use of such documents may be

allowed access by the inspector on request. The inspector may also
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make copies of the documents seized and authenticate them. The
Inspector may aiso have the powers to compel, by order, safekeeping
of books and records by specific officers of the Company for a period
of up to one year. Any default should result in non-compoundabte
criminal liability involving fine and imprisonment for the officers of the
Company so named in the order. Other provisions contained in section
240A may continue to apply to search and seizure done by SFIO. In
other case, where the original incriminating documents /records are
required to be produced before the court as evidence, the same be
retained by the inspector with Court permission till the disposat of trial.
He may issue an authenticated copy to the company for their use.
(Para-6.6.2, Page No.44)

17.In addition, a separate offence may be defined to deai with actions
resulting in unauthorized removal, concealment, destruction or
tampering with company records for a company under investigation or
a related entity. Such offence may be punishable with imprisonment
that may extend up to seven years, and with fine of up to ten lakhs
rupees with a minimum of Rs 50,000/-. {Para-6.6.3, Page No.44)

18.Persons other than the officers of the company under investigation
should also be under a duty to assist the Inspector ordered to
investigate affairs of the Company. The requisite provision should
allow the inspector to apply to the officer in charge of the nearest
Police Station for such assistance as may be necessary in the discharge
of his duties. Failure to discharge this duty with due diligence may
attract monetary penalties and civil liability for complicity in the fraud.
(Para 6.7.Page No. 45)
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19.The law should provide for provisional attachment of both movable
and immovable properties of the company under investigation and its
directors/promoters in respect of cases entrusted to SFIO. Such
attachment may be made on discovery by the inspector himself on the
basic of prima facie finding of fraud under the Act. However to obviate
the possibility of misuse of powers, Inspector should intimate to
CLB/Courts full details of properties attached and the grounds for such
action within seven days of doing so and seek orders of the CLB
court/tribunal/attaching/restraining the company from alienating any
assets. The attachment/restraint order should continue at the
discretion of the court. (Para 6.8.1 Page No., 45)

20.Suitable changes be made in Section 242 of the Companies Act, 1956
empowering the inspectors appointed under the Companies Act to file
complaints with regard to offences under any other statute as well
with the appropriate Court. If necessary provisions of other
legislations may be reviewed. (Para 6.9.1 Page No. 46)

21.0n the basis of findings through investigations carried cut under the
provisions of the Companies Act and the report submitted under
Section 241, where a person or persons are found to have indulged in
fraudulent activity in relation to the affairs of a company, such persons
may be prosecuted under the Companies Act, along with provisions of
other Acts as applicable. If found guilty of the offence of fraud, to be
defined under the Companies Act, 1956, the concerned person may be
punished with imprisonment for a term which may extend up to ten
years and with fine that may extend up to one crore rupees. (Para
6.9.2 Page No. 47)
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22.The Companies Act, 1956 may also provide the authority for the Court
to impose punishment of imprisonment and/ or fine for various
offences relating to corporate fraud as well as to offences relating to
investigation in a cumuiative manner, if in the opinion of the Court
such punishment is warranted keeping in view the nature of the fraud.
(Para 6.9.3 Page No. 47)

23.There is a need to provide for higher deterrent punishment, both in
terms of imprisonment and monetary fine under section 63 of the Act,
based on the amount of funds involved in public issue covered by the
prospectus. The offence is also required to be made a non-
compoundable one. (Para 6.10 Page No. 47/48)

24.The offence under section 68 is also required to be made non-
compaundable with imprisonment and monetary penalty linked with
the quantum of investment so procured. (Para 6.10 Page No. 47/48)

25.Presently, the penalty prescribed for viglation of section 77 is merely a
fine of ten thousand rupees which is too mild considering the gravity
and consequential effects of the offence. There is a need to provide for
separate and stringent penalties both for the company and its officer in
default. The offence may made non-compoundable with proviston for
imposition of penalty on the company and imprisonment and fine on
the officers in default. (Para 6.10 Page No.47- 49)

26.The penalty prescribed under section 233, i.e. a fine up to ten
thousand rupees on auditor is considered {0 be too meager to act as a
deterrent for the erring auditors. The offence may be made non-
compoundable with imposition of both imprisonment and a much
higher monetary fine linked to the amount of remuneration received by
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him as auditor of the company. In addition, civil liability should also be
imposed for restitution or compensation for the harm inflicted on the
company as well as individual stakeholders who suffered on account of
the acts, omissions or negligence of the auditors. {Para 6.10 Page No.
47/49)

27.Having regard to the gravity of financial implications and its
contributory effect towards fraud, the offence under section 372A may
be made non-compoundable with enhanced amount of fine linked to
the amounts of loans and investments made, besides imprisonment of
suitable duration. (Para 6.10 Page No. 47-50)

28.Sections 539 to 544 apply to cases of companies under liquidation and
deal with offences of falsification of books, frauds by officers,
situations where proper accounts are not kept, fraudulent conduct of
business of a company etc against the directors and officers of such
companies. Further, under section 406 read with Schedule XI these
provisions can be made applicable to cases where an application is
made under section 397/ 398 of the Act with regard to
mismanagement or oppression. These provisions provide a framework
that enables the identification of directors and officers involved in
fraud and fixing personal liability on them by lifting of corporate veil.
The Committee recommends that these provisions should be made
applicable to any finding of fraud with relation to affairs of the
company rather than restricting them only to the cases of winding up
and liquidation or mismanagement or oppression. This may be done
by a special provision to be read along with the general definition of
fraud. (Para 6.11 Page No. 50)



29.The Companies Act may also specifically provide for disgorgement of
assets created from the proceeds of fraud from the properties of the
company or its delinquent officers and directors on the principle that
no one should be allowed to profit from fraud. In addition, the law
should provide for recovery of damages caused to victims of fraud
from the delinquent directors and officers of the company, or the
company itself. (Para 6.11 Page No. 50)

30.Under Section 203 of the Companies Act 1956, powers are available to
the Court to restrain fraudulent persons from managing companies or
being concermed in the promaotion of formation of such company for a
period not exceeding five years as may be specified in that order.
Under this provision, it may be provided, in a manner similtar to an un-
discharged insolvent under section 202, that a person convicted of the
offence of fraud with regard to a company shall not be aliowed to
form, promote or manage a company. The upper limit of five years
may be removed in such cases. (Para 6.13 Page No. 51}

31.Directors/ officers/ functionaries whe may not have actively
participated but may have contributed to fraud indirectly or passively
should also be held accountable for the offence of criminal negligence,
which may be punished by monetary penalties along with civil liability.
In addition to the directors and officers of the company the fiability
under these provisions should also extend to the Internal and statutory
auditors of a company if they are found to have been negligent so as
to have ailowed or enabled a fraud to take place. (Para 6.13 Page No.
51)

32.Obligations of auditors in the event of fraud: Where a company has
been affected by fraud, there should be special provisions imposing
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duties of cooperation and provision of information on the part of the
internal and statutory auditors of the company. Such obligations
should override any commitment or obligation towards confidentiality
of client information. The inspector investigating fraud, may by written
notice, ask the internal and statutory auditors of the company to
provide information with regard to the financial affairs of the company
as may be appropriate under the circumstances. The auditors/ internal
auditors, while not being officers of the company, should be bound by
the same obligations as would apply fo the officers of a company with
regard to information being asked from them by the inspector. Such
obligation should extend to notes and working papers of the statutory
auditor/ internal auditor. It would be possible for the inspector to
make and retain copies of these documents or to furnish authenticated
copies to other regulators such as the ICAI for purposes of disciplinary
action by them as warranted. (Para 6.14 Page No. 52)

33.Criminal and dvil liability of auditors: Where statutory auditors of a
company are actually found to be involved in fraud criminal and civil
liability should also devolve on them in a manner similar to that for
directors and officers of the company. (Para 6.14 Page No. 52)

34.In a manner similar to that under section 9 of the UK Frauds Act,
2006, it should be an offence for a person knowingly to be a party to
the carrying on of fraudulent business even where the business is not
carried on by a company or (broadly speaking) a corporate body.
Criminal and civil liability under the Companies Act may be extended to
non-corporate entities as well. (Para 6.16 Page No. 52)

35.An offence of‘ fraudulent trading should be created under the

Companies legislation if he any person is knowingly party to the
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36.

37.

carrying on of a company's business either with intent to defraud
creditors or for any other fraudulent purposes. This should apply to
persons knowingly party to the carrying on of non-corporate
businesses in either of those ways. Obtaining services dishonestly
should also be defined as a new offence in @ manner similar to Section
11 of the UK Act. (Para 6.17, Page No.52)

Liability of company officers for offences by company should aiso be
specified where persons who have a specified corporate role are party
to the commission of an offence under the Act by their body corporate.
Such persons should also be liable to be charged for the offence as
well as the corporation. {Para 6.18, Page No0.53)

Whistie blower provisions: It is to be recognized that corporate fraud is
rarely the result of actions of only one person acting atone. It is most
likely to be the result of a group of persons who may have the
knowledge of fraud being committed but may not wish to get involved,
or may even be intimidated in remaining sitent. Yet such person can
shed light on whether and in what manner fraud is taking place in a
company. It is important to incentives such persons to cooperate and
collaborate with the investigators. Therefore, the Committee
recammends incorporation of whistle blower sections in the Companiés
Act that enable the person blowing the whistle on fraud to be imposed
a lesser penalty or even be acquitted. Further there should be
protection of employment of such person, with provision of monetary
compensation if he ¢chooses ta leave the company. (Para 6.19, Page
No.53)

38.In order to collect admissible evidence on various issues related to

fraud, it is imperative that suitable provisions are made in the
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Companies Act for getting letters rogatory issued on the lines of
provision in Prevention of Money Laundering Act and sections 166A
and 1668 of Criminal Procedure Code. (Para 7.1 Page No. 54)

30.5FI0 should also enter into reciprocal agreements for mutual
assistance with other agencies which may be involved in the collection

of economic collection of intelligence of and investigation of fraud
(Para 7.1 Page No. 54)

40.A mechanism may also be provided to collect evidence by way of
sending letters rogatory (letter of request) from outside India and for
examination of a person residing outside India, by inserting suitable
provision in the Act and authorizing a suitable authority to issue the
same. (Para 7.2 Page No. 55)

41.Suitable provisions may be incorporated in the Companies Act, similar
to the provisions of Sections 55 to 61 of “The Prevention Of Money
taundering Act, 2002”, which deals with seeking mutual legal
assistance from overseas authorities for collection of evidence as well

as attachment of properties outside the country, (Para 7.3 Page No.
55)

42.A High-Powered Committee on a pattern similar to CFTF of USA be
constituted by the Central Government having senior level officers of
proven integrity, experience and expertise in matters of financal

transactions, investigations and economic offences as members. (Para
8.3 Page No. 56)

43.There should be an institutional arrangement for sharing of the

confidential information and intelligence gathered by financial
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requlators such as banks, insurance, capital market and other financial
institutions as well as intelligence agencies of Central and State
Government relating fo the entity under investigation. (Para 8.4 Page
No. 57)

44.The High Powered Committee which may be termed as the Committee
for_Investigation and Monitoring of Fraud should be empowered by the

Central Government to coordinate with other enforcement and
regulatoty agencies and monitor, review and direct the progress of
investigation of cases referred to SFIO and prosecution of offences
detected there from and to enable cooperation and coordination on
the part of various minjstries /departments/government agencies as
well as state governments. In particular, this High Powered Committee
may be empowered to decide on the lead investigating agency
depending upon the merits and circumstances of the case and to
decide on the manner of support and sharing of information, staff and
other resources by other investigative agencies/bodies with the lead
agency. {Para 8.5 Page No. 57)

45.In order to ensure speedy disposal of the prosecutions based on SFIO
reports, it is proposed that Companies Act may be suitably amended
s0 as to provide for establishing of special courts, vested with requisite
civil and criminal jurisdiction, to deal with company matters including
cases involving fraud. (Para 9.3 Page No. 58)

46.Market Analysis and Risk Management division which may be created
in SFIO may take up information sharing and coordination with other
enforcement and regulatory agencies, banks, financial institutions and
the MCA 21 database, etc. Information gathered by this Division may
be analyzed and risk management strategies evolved to record unusual
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behaviour on the part of a company or a group of companies. (Para
10.2.2, Page No. 60)

47.In order to aftract the best talent available across different
departments like Customs and Central Excise, Income Tax,
Enforcement Directorate, Intelligence Bureau, C & AG, and other
ministries and departments, it is recommended that these posts may
be upgraded and grade pay be raised. (Para 10.2.7, Page No. 62)

48. In addition to the above permanent structure, it is recommended that
Director SFIO may be empowered to outsource the services of experts
like Chartered Accountants, Cost Accountants, lLegal Experts, and
Experts in the field of Cyber Forensics and Computers etc. at the rates

prescribed by their respective institutes / governing bodies. (Para
10.2.8, Page No. 62)

49.To provide continuity to the organization, it is recommended that a

structure comprising of permanent and tenure based officers be
created. (Para 10.3, Page No. 63)

50.Officers joining SFIO on deputation from other departments like CBI,
1B, ED, SEBI and Banks etc. should be ensured protection of their
existing pay, allowances and perks. In addition, all the officers posted
to SFIO should be granted Investigation Allowance at the same rate
and terms as applicable to officers in CBI and National Investigation
Agency. (Para 10.3.1, Page No. 63)

51.The organizational structure of the SFIO should not be excessively
rigid or hierarchical. Rather SFIO should have a flat structure so that it

may constitute teams of experts quickly under team leaders to carry
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out investigations. The investigation team to investigate a corporate
fraud may be constituted by Director SFIO with officers from different
disciplines as per the requirement of investigation. In addition SFIO
may also set up regional offices in selected locations across the
country. This would improve the speed of response, coordination of
investigation and prosecution with focal authorities. (Para 10.4, Page
No. 63)
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| X Introduction

1.1 The Joint Parliamentary Committee (JPC) on Stock Market Scam 2001, n its
report submitted to the Parliament recommended setting up of Serious Fraud
Investigation Office. This issue was examined by several committees set up by the

Government and RBI. These Committees were-

i). Dr. L. N. Mitra Committee on the legal aspects of Banking Frauds set
up in the year 2001 by the Reserve Bank of India.

ii).  Naresh Chandra Committee on Corporate Governance sct up in the
year 2002 by Department of Company Affairs under Ministry of Finance (Now
Ministry of Corporate Affairs).

iii).  Justice Malimath Committee on Criminal Justice System set up in the
year 2003 by the Ministry of Home Affairs.

All the three Committees made recommendations for setting up of Serious Fraud
Office in the country. The Committees also recommended suitable legislative framework
to deal with serious economic offences that would enable investigation of fraud and

prosecution of its perpetrators in the appropriate courts.

1.2 The Expert Committee on Corporate Governance, headed by Shri Naresh Chandra,
recommended the setting up of a Sertous Fraud Investigation Office (SFIO) India, on the
model of the Serious Fraud Office of the UK. SFIO India was proposed as comprising of
multi-disciplinary teams that would investigate corporate frauds and also direct and
supervise prosecutions under the provisions of the Companies Act, 1956. The Committee
also proposed that a legislative framework could also be considered to enable the SFIO to

investigate all aspects of corpora