CHANDIGARH POLICE INDIA
Standing Operating Procedure
For

et

Investigatibn of Bank Fraud Cases



INTRODUCTION

In the recent past. the cases involving bank frauds have witnessed a spurt and the amount
involved in these frauds has also multiplied over the years. On most occasions, the actual
culprits and the conniving officials could not be brought to book due to improper
investigation and inability of various departments and banks to furnish records expeditiously.
The Hon’ble High Court of Punjab and Haryana has observed in CRM-M-37020-2020 titled
as Gurwinder Singh Vs State of Punjab and others on 09.02.2021 as under:-

“The number of Bank frauds in India is substantial and increasing
with passage of time. The impact of fraud on the Banks and the economic
cost of fraud can be huge in terms of likely disruption in the working of the
markets, financial institutions and the payment system. Besides, Bank
frauds, if not diligently prevented, promptly detected, properly
investigated, vigilantly prosecuted and sternly punished, can have
potentially debilitating effect on confidence in the banking system and
may damage the integrity and stability of the economy ...

...As per annual report of Reserve Bank of India 2019-20, the total
number of frauds involving Rs.1,00,000 and above reported by the banks
and financial institutions shot up by 28% by volume and 159% by value
during 2019-20 despite the RBI tightening the supervision and vigilance.
While there were 6799 frauds involving Rs.71,543/- in 2018-19, the
number of frauds jumped to 8707 involving Rs.1,85,655 crores in 2019-
20. Public Sector Banks topped the list with 4413 cases involving
Rs.1,48,400 crores while the Private Banks reports 3066 cases involving
Rs.34,211 crores...”

Banks frauds are increasing on a large scale due to granting of loans by
entering into mortgage deeds on the basis of fraudulent revenue records which portray the
land as free from all encumbrances. In most cases, the same piece of land is mortgaged to
obtain loans from multiple banks using fake revenue records. Almost all such cases involve
connivance of revenue officials, bank officials and firms involved in valuation/assessment on
behalf of the concerned banks.

Investigation of such cases is different from other cases and requires
specialized investigation involving collection of records and evidences from various
departments and agencies. The records obtained are often complicated in nature and needs to
be studied and analyzed to assess its evidentiary value. The procedures prevalent in various
banks to process loan applications, records maintained in Tehsil office etc need to be studied

in detail to fix responsibility of conniving officials.
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PURPOSE

This Standing Operating Procedure outlines the basic processes to be followed by
the Chandigarh Police department upon the receipt of an allegation of banking
fraud.

STEPS TO BE FOLLOWED WHILE INVESTIGATING THE BANK
FRAUD CASES

PRELIMINARY ENQUIRY

P.E. should be conducted and efforts should be made to find out the basic
details about the way the accused person(s) have committed fraud. The enquiry
officers shall ensure that all the complaints are finalized within the time frame as per
the directions of Apex Court Judgement in Lalita Kumari case.

LODGING FIRST INFORMATION REPORT

The FIR shall be registered after P.E., if cognizable offence is made out after the
approval of senior officers not below the rank of SP/SSP.

PLAN OF INVESTIGATION

a)  The investigating officer should understand the allegations in FIR and
accordingly should make a list of main allegations which are to be
investigated. He should make a list of witnesses, documents, digital
Evidence which are required to be examined.

b) If required., the investigation team can associate Experts (IT
professionals, CAs, Bankers, Forensic Auditors, etc.) for
collection/examination of evidence.

COLLECTION OF EVIDENCE AND SUMMONING

a) IO shall take into possession the loan application, loan agreement,
guarantee deal, if any and the mortgage deed executed, revenue
documents/title deed submitted to prove title of mortgaged property/land
and non-encumbrance certificate/ valuation report submitted by the
Value/Assessor in original from the bank concerned immediately after
registration of FIR u/s 91 CrPC.

b)  Statements of responsible bank officials should be obtained u/s 161 CRPC
which should explain the process followed by the bank while processing
loan applications and the details of the loan applicant who perpetrated the
fraud.

¢) 10 should record the statements u/s 161 CrPC of all officials involved in
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the internal enquiry and obtain original enquiry reports detailing the basis

on which the fraud was discovered.

IO can get recorded the statements of witnesses, applicant or accused u/s
164 CrPC.

If required, freeze the accounts u/s 102 Cr.P.C. and inform magistrate.

The 10 should Collect the electronic documents from most reliable sources
available on the spot, Example CCTV footage, Call details/ tower location
details regarding Email accounts, IP address, hard disk, pen drive by
following the proper procedure and obtaining certificate u/s 65B
Evidence Act, u/s 2A Bankers’ Books Evidence Act.

Relevant sections of IT act can be applied in addition to IPC.

The enquiry officer should preserve the documents,which are required as
evidence to prove the guilt of accused. He should send the relevant
documents to FSL u/s 293 of Cr.P.C. for examination and report.

In case land records/other related documents are summoned, that
tehsildar/concerned competent authority should provide the requisite
documents and join the investigation. The Investigating officer must visit
the site of the property which was mortgaged and record the statements of
neighbors or the present occupier of said property.

Counterfeit seals/stamps used for the purpose of cheating and forgery shall
be recovered by the Investigating Officer.

Whenever any firm/company is involved, partnership deed/Memorandum
& Article of Association/Board Resolution/Search Reports from ROC,
Letter/Power of Attorney, Authorization Letter, detail of Board of
Directors, shareholding patterns, registration of firm, details of Income
Tax Returns, PANs , Sales Tax Details, GST Certificate, Excise Returns
etc should be seized/collected.

The Investigating Officer shall write a letter to FIU for obtaining the
details of the other bank accounts/FDRs/Debit and Credit Cards, Insurance
Policies and other financial transactions of accused.

If investigation of the case reveals the commission of offences under any
other Local & Special Law, falling under the purview of other
investigating agencies such as Income Tax Department, SFIO, ED,
Registrar of Companies, etc, these govt. authorities should be informed for
further action on their part, after the concurrence of SP/SSP concerned.
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b)

[he Investigating Officer shall obtain admitted signatures and
handwriting of the accused persons from the authority concerned. The
Investigating Officer shall also move an application before the Ld. Court
for obtaining specimen handwriting and signatures of the accused, if
requires.

Search should be conducted u/s 165 CrPC by 1O. He should record the
grounds for doing so in the case diaries and documents for which search
is to be made specified therein.

Investigating officer can seize the material disclosed by the accused u/s
27 of Evidence Act.

ARREST OF THE ACCUSED

Once the 1.O. is satisfied that there is enough evidence to arrest the
accused the investigation officer may arrest without warrant any person,
who has committed a cognizable offence or against whom any
information, complaint or reasonable suspicion exist that he has committed
a cognizable offence. The Investigating Officer shall arrest the offender
without any undue delay and interrogate the accused in order to ascertain
the modus operandi, property details, liquid assets etc. obtained by the
accused from the amount of loan taken from the bank or from the amount
of bank fraud.

In case, the accused is absconding, the investigating officer can get
warrants issued from the concerned courts u/s 105B Cr.P.C. or he can get
proceedings initiated u/s 82 and 83 of Cr.P.C.

Investigating Officer should move an application for issuing Look Out
Circular (LOC) of the accused, well in time.

5.8COMPLETION OF INVESTIGATION

a)

b)

c)

If required Prosecution Sanction should be procured from the concerned
authority by IO in case any public servant is involved.

Investigation officer should complete the investigation with in stipulated
time described U/s 167 Cr.PC. to avoid the bail of accused U/s 167 (2)
Cr.PC. and should submit the final report U/s173 (2) of Cr.P.C.

If required the investigation officer can file the supplementary report under
section 173(8) of Cr.P.C.

3. SUPERVISION

a)

The SHO/Inspector should conduct the investigation in bank fraud cases as
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far as possible or an officer not below the rank of Sub Inspector should

conduct it.

b)  The supervisory officer of the Police Station must enter the case diaries
regarding the detail of the evidence collected by the investigating officer to
monitor the progress of the case.

¢)  The District Superintendent of Police should review all bank fraud cases
which are pending for more than six months and if required. pass order for
appointing the supervising officer as investigating officer in bank fraud
cases.

d)  The supervisory officer not below the rank of S.P. /S.S.P through his case
diary shall ensure that all investigating officers dealing with the bank fraud
cases shall implement the SOP and complete the compliance through
check list annexed as Annexure-1.

e)  The high power committee comprising of DGP rank officer along with
IGP/DIG rank officer and other officers should review the SOP every third
year and make necessary amendments , so required

TRAINING

To get the desired and optimal results of this SOP, it is essential that all

the Investigating Officers may be imparted regular training and special training
sessions should be conducted from time to time in order to make the investigators
familiar with the latest law points and guidelines issued by various Courts and
authorities as well as apprise them of the latest techniques and modus operandi
adopted by the defrauders.

e 2.
(Prakeer Ranjan), IPS,
Director eneral of Police,
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CHECKLIST FOR INVESTIGATION OF BANK FRAUD CASES

Annexure-1

Checklist for Investigating Officers

* Sr. No. Yes No
|

‘ 1. | Whether enquiry was conducted before registration of

‘ FIR?

2. | Whether Legal opinion has been obtained?

3. | Whether FIR was registered within stipulated period?

4. | Whether list of witnesses has been attached?

5. | Whether all documents like POA, Sale deed, Mortgage
deed, value accessor report encumbrance certificate, loan
file have been taken into police possession?

6. | Whether the statements of witness u/s 161 Cr.P.C. have
been recorded to prove the offence and record?

7. | Whether the entire electronic record has been taken into
police possession?

8. | Whether the electronic record and other record has been
sent to FSL?

9. | Whether certificate u/s 65B Evidence Act has been
placed on record?

10. | If any specimens signature have been obtained, whether
the report of expert has been placed on record and the
concerned magistrate has been listed as witness in the
list of witness.

11. | If the Fraud is related to documents, whether the
verification reports have been obtained from the relevant
authorities and placed on the record.

12. | Whether the link evidence regarding the commission of
fraud has been completed?

13. | Whether FSL or expert reports have been placed on
record?

14. | Whether all the accused involved in the commission of
cheating or fraud have been nominated as accused in the
case.

15. | Whether all accused have been arrested?




16.  If accused is absconding. whether proceedings under
82.83Cr.P.C. have completed.

17. | Whether the copies of register no.19 and 21 have been
placed on record?

18. | Whether all the recovery memos have been placed on
record?

19. | Whether prosecution sanction, service record,
appointment record has been placed on record for the
prosecution of Govt. employee?

20. | Whether the investigation was completed within the
stipulated time?

21. | Whether the police file has been completed?
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