1. 
The particulars of organization, functions and duties;

Serious Fraud Investigation Office is a new organization.  It started functioning from 1st October 2003 only.  This organization was set up in the backdrop of recent stock market scams, failure of non financial banking companies, phenomena of vanishing companies and plantation companies.  
The Government approved setting up of this organization on 9th January 2003 on the basis of the recommendations made by the Naresh Chandra Committee which was set up by the government on 21st August 2002 on corporate governance.  This committee inter alia had made following recommendations on setting up of Serious Fraud Office:-

· A Corporate Serious Fraud Office (CSFO) should be set up in the department of Company Affairs with specialists inducted on the basis of transfer/deputation and on special term contracts.

· This should be in the form of a multi-disciplinary team that not only uncovers the fraud, but is able to direct and supervise prosecutions under various economic legislations through appropriate agencies.

· There should be a Task Force constituted for each case under a designated team leader. 

· In the interest of adequate control and efficiency, a Committee each, headed by the Cabinet Secretary should directly oversee the appointments to, and functioning of this office, and coordinate the work of concerned departments and agencies. 

· Later, a legislative framework, along the lines of the SFO in the UK, should be set up to enable the CSFO to investigate all aspects of the fraud, and direct the prosecution in appropriate courts. 

The resolution constituting this office was issued by the Government on 2nd July 2003.


This organization has one regional office at Mumbai which started functioning from October 2004.

The Serious Fraud Investigation Office is a multi-disciplinary organization having experts from financial sector, capital market, accountancy, forensic audit, taxation, law, information technology, company law, customs and investigation.  These experts have been taken from various organizations like banks, Securities & Exchange Board of India, Comptroller and Auditor General and concerned organizations and departments of the Government.

Organizational Structure




The Charter of SFIO was issued by the Government on 21st August 2003 and is at Annexure.
This is a new organization and does not have separate statute to govern it for the present and in the interim period the investigations are being carried out under the provisions of Companies Act 1956, under sections 235 to 247.  

This organization takes up investigation of the cases of alleged frauds referred to it by the Central Government under section 235 / 237 of the Companies Act 1956.

The criteria for referring the cases to the Serious Fraud Investigation Office by the Central Government is as under:-

i) complexity and having inter-departmental and multi-disciplinary ramifications;

ii) substantial involvement of public interest to be judged by size, either in terms of monetary misappropriation or in terms of persons affected, and;

iii) the possibility of investigation leading to or contributing towards a clear improvement in systems, laws or procedures.  

The Central Government is empowered under the provisions of sub-section (1) of section 235 of the Companies Act, 1956 to appoint one or more competent persons as Inspectors to investigate the affairs of a company and to report thereon in such manner as the Central Government may direct where a report has been made by the Registrar under sub-section (6) of section 234.


Similarly, the Central Government under the provisions of section 237 of the Companies Act 1956 shall appoint one or more competent persons as Inspectors to investigate the affairs of the company and to report thereon in such manner as the Central Government may direct if –

(a) the company, by special resolution; or the Court, by order declares that the affairs of the company ought to be investigated by an inspector appointed by the Central Government. 

(b) in its opinion or in the opinion of the Company Law Board there are circumstances suggesting that (i) that the business of the company is being conducted with intend to defraud its creditors, members or any other persons or otherwise for a fraudulent or unlawful purpose, or in a manner oppressive of any of its members, or that the company was formed for any fraudulent or unlawful purpose; (ii) that persons concerned in the formation of the company or the management of its affairs have in connection therewith been guilty of fraud, misfeasance or other misconduct towards the company or towards any of its members; or (iii) that the members of the company have not been given all the information with respect to its affairs which they might reasonably expect, including information relating to the calculation of the commission payable to a managing or other director or the manager, of the company.
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