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1. A two day Conference of Chief Vigilance Officers (CVOs) of the Indian

Railways was organized at Northern Railway, Hqs, on 28th and 29th September

2012. It was inaugurated by Shri Pradeep Kumar, Central Vigilance

Commissioner. The Conference was also addressed by Vigilance

Commissioners Shri R. Sri Kumar and Shri J.M. Garg, Shri Vinay Mittal,

Chairman Railway Board and other dignitaries.

2. In his address CVC stated that the

Indian Railways, the world’s second

largest, was a multi-disciplinary

organization encompassing all thinkable

specializations from engineering to

materials management to HR

management.

The maximum number of complaints received in the Commission pertained to

the Railways, with, a large portion of complaints being in the nature of

grievances arising from deficiency in service. The nature of complaints

received in the Commission related to a) HR Issues, b)ticketing, c)freight

services, d) procurement of goods and services, e) cartelisation, f) public-

private partnership, g) land management, etc.

3. According to CVC, even though Railways were a leader as far as e-

procurement was concerned, the aspect of security needed to be taken

seriously, lest the fruits of e-procurement get negated. The exercise of

discretionary powers, lack of transparency and deviation from laid down

procedures in recruitment and appointments needed to be addressed. With

regard to investigation and reporting on complaints which was the primary

function of a CVO, CVC stated that both quality and efficiency of investigation

apart from curbing delay were of the utmost importance.

4. While fixing responsibility, the role of an officer should be examined with

respect to his/her charter of duties. It has been observed in the Commission

that the tendency has been to punish the lower and junior authorities while

shielding the higher level officers. Vigilance was an aid to mangement and

assists the management in mitigating the risk of corruption in its operations.

*******************************
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According to the CVC Act 2003, the Commission is to submit its

Annual Report of its work done to the President every year and one

of the activities, included in the Report relates to areas of concern

including non-acceptance, non-compliance, delay and deviation

from the Commission’s advice. Instances of the Disciplinary

Authority or the Appellate Authority not accepting the advice of the

Commission shall be construed as a case of deviation/non-

acceptance However, the Commission reserves its right to report in its Annual

Report only those cases of deviation/non-acceptance as deemed appropriate.

2. The following are illustrative instances of non-compliance, delay, deviation, etc.

for the purpose of reporting in the Commission’s Annual Report:-

3. In this issue, the areas of fraud which can arise in the Banking system have been

highlighted through a case study and also through what is known as kite flying

according to which, cheques fly from one account to another account at the

appropriate time to avoid detection of malafide. Combating corruption through

technology and holding seminars and workshops to address various aspects of

vigilance functioning are regarded as effective tools which help the Management to

put in place a transparent and corruption-free system.

******************************

(i) complaints which are referred to the CVOs for investigation and report and the

authorities do not investigate the same.

(ii) reports on complaints referred for investigation are badly delayed.

(iii)non-consultation with the Commission in cases attracting vigilance angle/

allegations of corruption.

(iv) advice on system improvement not implemented within a reasonable time.

(ix) penalty imposed is at variance with the Commission’s advice and is without

adequate justification.

(x) any other issue of grave concern.

(v) inordinately delayed cases of sanction for prosecution.

(vi) advice for issue of prosecution sanction not implemented.

(vii) advice for Regular Departmental Action (RDA) not implemented or badly delayed.

(viii) delay in holding oral inquiry and not completing within the prescribed time

limit.
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Seminar on Transparent and Robust Vigilance Mechanism

1. Central Board of Excise & Customs(CBEC) organised a two

day interactive Seminar on 20th & 21st September, 2012 on

the above subject, the objective of which was to improve

vigilance functioning so as to make it more responsive,

transparent and efficient. The Seminar saw open dialogue and

interaction amongst senior officers of CBEC, CVC and CBI.

pro-active vigilance. He advised CBEC officers to eliminate delay in vigilance

proceedings and called upon the disciplinary authorities to set an example by being

transparent, diligent and dedicated.

4. Director, CBI Shri A.P. Singh expressed concern over India’s reduced rank in the

Transparency International Index. He highlighted the phenomenon of collusive

corruption and methods to check it. Transparency can be enhanced by introducing

e-tendering, disclosure of information, etc. He also stressed upon the need for

expeditious disposal of vigilance cases.

5. Former CIC Shri Wajahat Habibullah spoke at length about the relevance of RTI in

improving the in-house system of the department, containing the menace of

corruption and the need to enhance transparency and accountability in the system.

6. Revenue Secretary Shri Sumit Bose while concurring with the need for use of

technology to improve systems, reduced human interface and transparency, also

highlighted the need for creating an enabling environment where honest

administrators could work without fear and were duly rewarded. Bonafide mistakes

should be distinguished from malafide ones and genuine decision makers must be

encouraged and protected, while the guilty should be quickly punished. In this

regard, there should be regular interaction with the CVC and CBI, and action plans

may be worked out, he added.

2. Shri J.M, Garg, Vigilance Commissioner inaugurated the 

Seminar and elaborated on the need to reduce the negative 

connotation of vigilance, by promoting predictive and 

3. Speakers at the Seminar, included Shri A.P. Singh, Director, CBI, Shri Wazahat

Habbibullah, former Chief Information Commissioner, Shri Sumit Bose, Revenue

Secretary, Ms Praveen Mahajan, Chairperson CBEC, Dr. Jaya Balachandran,

Additional Secretary, CVC, Shri Anil Sinha, Additional Secretary, CVC, Shri

Prabodh Kumar, Head of Zone, Anti Corruption (HQ) CBI, Shri Anil Palta, Head of

Zone, Chandigarh CBI and Shri Balwinder Singh, IPS(Retd.), Advisor to the Ministry

of Company Affairs. Issues relating to Vigilance Administration and coordination

between anti corruption wings of the Government were addressed, followed by

interactive sessions.

7. Ms Praveen Mahajan, Chairperson, CBEC highlighted the measures taken by

CBEC to make it a simple, transparent and non-adversarial tax administration

through the usage of ICT. She emphasized the continued need for constantly

being vigilant and diligent as the stakes were high and which also had a direct

bearing on the economic health of the nation.

********************
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Workshop on Ethics in Governance, Forensic Audit 

and Transparency in Public Procurement 

1. Vigilance Study Circle – Bangalore (VSC-B) in association with

Transparency International India(TII) organised a workshop on Ethics in

Governance, Forensic Audit, Transparency in Public Procurement on

25.9.2012 at Bangalore. The workshop was inaugurated by Shri J.M. Garg,

Vigilance Commissioner. Shri P.S. Bawa, Chairman TII was the guest of

honour.

3. Shri. P.S. Bawa Chairman TII in his introductory speech expressed

gratitude for the patronage extended by the Central Vigilance Commission in

respect of the implementation of the Integrity Pact. He stated that as a Civil

Society TII focuses itself on human rights, environmental protection and

transparency in addition to its anti corruption activities. Right to Service Act

prophesized by TII had been accepted in 14 states already with Advocacy and

legal advice being other areas where TII was concerned.

M.N.Krishnamurthi, CVO, Bharat Electronics 

2. Shri J.M. Garg in his key note address expressed his satisfaction with the

efforts of VSC-B. According to him the workshop would add value to the cause

of anti-corruption activities . He brought out the need for good governance

and portrayed benefits achieved in ensuring good governance. Corruption can

be brought down by keeping rules, regulations and systems simple, improve

effectiveness of regulators and also by building up of institutions.
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Kite Flying

Excerpted from : `All-Alert’ Newsmagazine of Allahabad Bank
1. The Bank Cheque Clearing System relies on trust. The writer of a cheque is

supposed to be honest about having money in his account when it is presented for

payment.

2. Kite-Flying is commonly defined as the action of intentionally writing a cheque

for a value greater than the balance in an account in one bank and then writing

another cheque from another account in another bank, also with insufficient funds,

with second cheque serving to cover the non-existent funds from the first account.

The concerned account holder enjoys funds obtained fraudulently without actual

trade transactions, with the connivance of Bank officials, till the cheques drawn on

them are presented in clearing. Mostly kite flying occurs with individuals that don’t

have enough income or revenue to run a business smoothly.

4. The characteristics of Kite flying transactions are:-

 it requires at least two accounts and, very often, more than two accounts.

 cheques fly from one account to another account at the appropriate time

to avoid detection of malafide.

 granting financial accommodation against uncleared effects facilitates kite

flying.

dedicated fraudsters are often responsible for large amounts of kite flying

funds.

 these are basically accommodative transactions with no genuine

trade/generation of business activity.

 underlying intention is to use Bank’s funds without holding clear/available

balance.

 transactions are conducted in Current Accounts, therefore, the offenders

escape usual scrutiny generally done on loan a/cs.

 the Sales/Credit Turnover is artificially inflated in the conduit accounts.

 generally occurs with the connivance/assistance of Bank Officials.

 it is committed by temporarily employed persons/small-businessmen

seeking emergency loans/struggling businessman seeking interest-free loans

or by chronic gamblers who expect to deposit funds upon winning.

 it is also done by artificially inflating balance to increase interest.

3. Kite Flying transactions are difficult to detect because these generally occur in

old and well-established accounts. Sometimes the Kiter has no intention of

defrauding the Bank. His only aim may be to arrange for the funds to pay off it’s

creditors in a temporary financial crisis.

5. The different types of cheque-kiting are as follows:-

a) Circular Kiting – a form of kiting in which one or more additional banks serve as

the location of float and involves the use of multiple accounts at different banks.

b) Retail-Based Kiting – which involves the use of a party other than a Bank who

unknowingly provides temporary funds to an a/c holder for clearance of cheques.

c) Corporate Kiting – where Corporates take advantage of the Bank’s willingness

not to delay large deposit business and the corporate makes a fraudulent deposit and

withdraws the deposit funds right away.
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Collusive Corporate Fraud in the draining of Bank Capital – A case study

1. MODUS OPERANDI:

a) A Private Ltd., Company - "A" gets a term loan facility of Rs. 6 Crore and working

capital for Rs.4 Crore from a Bank (NB-I).

b) Company "A“s request for additional term loan of Rs.2 crore is also sanctioned.

c) Company "A" floats one Company after another every year. (A, B, C &D), all of

which also get term loan and working capital facilities from NB-I.

d) The working capital limits are renewed for A,B,C,D every year by the Bank,

sometimes with enhancement.

e) The accounts became NPA initially on account of non-payment of interest in

Company "D" and thereafter one account after another became NPA with the Bank.

The group Companies were henceforth brought under a single umbrella “G”.

Bhanu Raman, CVO, Canara Bank

4. LAPSES OBSERVED ON THE PART OF BANK OFFICIALS:

(a) not exercising due diligence and adhering to systems and procedures such as non

obtention of list of fixed assets purchased out of project funds from the group

accounts from the very beginning, (b) not conducting of inspection of assets, (c) not

analyzing as to how the debtors were getting realized and where the money was

being siphoned off.

2. FINDINGS OF INVESTIGATION :

The team observed the following:

a) there were cash withdrawals by the partners of the Chartered Accountant

firm who were auditors to the group companies amounting to Rs. 250 lacs

over a period of 6 years.

b) The majority of the transactions in respect of Company "A" in the two

years were from/to a particular branch of another nationalized bank, NB-2.

3. On enquiry with NB-2, it transpired that the issuers of the cheques to the

group companies were reported suppliers of equipment/other assets in

respect of company “D”. It was also observed that some accounts of these

suppliers were closed at that point of enquiry.

c)The reported suppliers issued cheques & transferred funds through RTGS

to other group accounts of "G" with NB-1 immediately after clearance of DDs

which were issued favouring them by NB-1.

d)The promoters of "G" in collusion with their auditors had cheated the

Banks by falsifying the books of accounts and by non creation of assets for

which the banks had sanctioned facilities. The Total liability of “G” to the

entire Banking System as on date is Rs.18,702 lakhs.

5. CONCLUSION:

The sheer misuse of bank funds in the hands of culprits in connivance with Bank

Officials at all levels of Management, was referred to CVC, which directed that the

group accounts should be classified as fraud. Also CBI was advised to register a case

and proceed with further investigation.
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Combating Corruption through Technology
Dr. K. Rajeswara Rao

CVO, Container Corporation of India Ltd.
Leveraging of Technology plays a vital role in combating corruption. A

primary component of CONCOR's overall business strategy has been the

development of an advanced information system. Some measures introduced

in CONCOR as initiation of leveraging technology are as follows:

2. Online Vigilance Clearance: “Online Vigilance Clearance” was

formally launched on 18th May 2011. The main purpose of launching of OVC

is to provide online NOC, reduction in time of the whole process, increasing

transparency and to move towards a paper-less transaction and also for

enhancing response levels.

5. E-auction
CONCOR is conducting e-auction for disposal of unclaimed EXIM/Domestic

cargo through E-auction. Some of the advantages of E-auction are

transparent process, time saving, better participation and wide coverage.

6. E-payment:
Payment above Rs. 1 lakh is done through e-payment. The bill payment

status to the contractors above Rs. 1 lakh is uploaded on a fortnightly basis,

on the website.

3. Employee Portal: The portal will be made operational in a phased

manner. To begin with as a first step, Corporate Message, Know Your Details,

View Annual Medical Ceiling, CONCOR Documents, Forms etc. are activated

for the employees:

4. E-tendering: CONCOR has started carrying out e-procurement through

the portal of M/s. ITI Limited (www.tenderwizard.com/CCIL). Tender Wizard

is an exclusive, vibrant end to end solution for buying / selling of products

and services through the tendering process. It supports A - Z activities of

tendering based on the proactive work flow concept. Fine details of tendering

like vendor registration, tender announcement and corrigendum, tender form

processing, opening, negotiation and tender awarding are supported in a real

time interactive environment.

1. EXIM Terminal Management System (ETMS) / Domestic

Terminal Management System (DTMS) / Container and Cargo

Logistic System (CCLS): Through this interface, any customer can track and

trace his container online, lying at any of CONCOR’s EXIM terminals at any point of

time.
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Gentleness, self-sacrifice and generosity are the

exclusive possession of no one race or religion.

Man becomes great exactly in the degree in which he

works for the welfare of his fellow-men.

It is unwise to be too sure of one’s own wisdom. It is

healthy to be reminded that the strongest might

weaken and the wisest might err.

------Mahatma Gandhi

2. A presentation on

transparency in the

approval process was made

in the Commission on

1.10.2012 by Professor S.S.

Mantha, Chairman of All

India Council for Technical

Education (AICTE) .

1. The National Institute of Criminology and Forensic Science

celebrated its Institute Day on 29.9.2012 after having

completed 40 years in the field of Criminal Justice and

Forensic Science. A symposium was organized on

“Criminal Justice: Perspectives in autonomy and oversight

of police investigation”.

3. A training course for newly

inducted CVOs was conducted in

the Commission from 15th to

19th October 2012.

4. Transparency in Public

Procurement is the theme for this

year’s Vigilance Awareness Week,

being observed from 29th October

to 3rd November 2012


