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ACT:

Banki ng Conpani es (Acqui sition " and Tr ansf er of
Undert aki ngs) Act, /1970: Section 8-Policy matters-Directions
to Banks-Di sci plinary matt er s- Awar di'ng puni shnment to
del i nquent officers-Uniformpolicy-Feasibility of-Directive
i ssued to conply with Central Vigilance Conmission s advice-
VWhet her within jurisdiction-Wether contrary to  Regul ations
governi ng such matters.

Syndi cat e Bank O ficer Enployees (Disciplinary &
Appeal ) Regul ations, 1976:

Regul ati ons 3, 4, 5, 6, 7, 10- Puni shrent for
m sconduct - Consul tation with Central Vigilance Conmm ssion-
Advi ce tendered by the Conmssion-Wether binding on
di sciplinary authorities.

Central Vigilance Conm ssion Manual : Articles’ 22 and
23-@uidelines for Banks-Major ‘penalty cases-Consultation
with Conmi ssi on- Advi ce t ender ed-Accept ance of - Whet her
obligatory upon disciplinary authority.

HEADNOTE:
The appellant was a Manager in one of-the branches of
the Respondent - Bank. In 1985, there was a departmental

enquiry against himon the charges that he discounted a
cheque for Rs.50,000 drawn in the name of some other person
to accommpdate one of his coll eagues and when the cheque
returned unpaid, he retained the sane for about two nonths
without taking action for realisation of the anount. An
enquiry was conducted by the Conmissioner for Vigilance
Inquiry fromthe Central Vigilance Conmi ssion, follow ng the
procedure prescri bed by the Syndicate Bank O ficer
Enpl oyees’ (Disciplinary & Appeal) Regulations. The Inquiry
Oficer submtted his report holding that the charges were
proved agai nst the appellant. The Respondent-Bank referred
the mtter to the Central Vigilance Comm ssion for advice
and the Comm ssion recomrended the puni shnent of compul sory
retirement.

After considering the Inquiry Report and after
affording opportunity to the appellant, the Disciplinary
Aut hority inposed on himthe
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penalty of conpul sory retirenent. On appeal, the appellate
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authority concurred with the findings recorded and the
puni shnment i nposed. The appellant filed a Wit Petition
before the H gh Court challenging the order of hi s
conpul sory retirenent. The H gh Court declined to interfere
with the order. Hence the present appeal, by special |eave.

The appellant also filed a Wit Petition before this
Court challenging the wvalidity of the direction dated
21.7.1984 issued by the Finance Mnistry, following which
the Respondent-Bank has inposed on him the penalty of
conpul sory retirenent.

On behal f of the appellant/petitioner it was contended
that the advice given by the Central Vigilance Comn ssion
was blindly foll owed by the Respondent-Bank as it was nade
binding on it by virtue of the directions dated 21.7.84
issued by the Mnistry of Finance and in that process the
nerits of the case and the statutory regul ati ons governing
departmental inquiries were ignored. It was also contended
that the subject matter of the \inquiry was only regarding
irregularities in banking practice and since the interest of
the Bank was not affected as he had the noney recovered and
credited to the Bank with interest thereon, the alleged
nm sdeneanour did not ~warrant any nmajor penalty like
conpul sory retirement, whi ch even according to t he
Respondent - Bank, was t oo harsh.

On behal f of the Respondent-Bank it was contended that
it had independently considered the material on record
notwi t hstanding the advice given by the Central Vigilance
Commi ssion and since the orders did not ‘refer to the
circulars or to the advice of Central Vigilance  Conm ssion
the puni shnent inposed on the appellant/petitioner was not
vitiated by extraneous influences.

Allowing the matters, this Court

HELD: 1. The Respondent-Bank itself  felt that the
conpul sory retirenment recommended by the Central Vigilance
Conmi ssi on was too har sh and excessi ve on t he
appel l ant/petitioner in viewof his excellent performance
and unbl emi shed antecedent service. The Bank made two
representations, one in 1986 and another in 1987 to the
Central Vigilance Conmission for taking a lenient view of
the matter and to advise |esser punishnent. Apparently,
those representations were not accepted by the Commi ssion
The disciplinary authority and the appellate authority
therefore had no choice in the matter. They had to inpose
the punishnent of conpulsory retirement as advised by the
Central Vigi-
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| ance Conmi ssion. The advice was binding on the authorities
in viewof the directive of the Mnistry of Finance issued
on 21.7.1984, followed by two circulars issued hy the
successive Chief Executives of the Bank. The disciplinary
and appellate authorities mght not have referred to the
directive of the Mnistry of Finance or the Bank circul ars.
They m ght not have stated in their orders that they were
bound by the punishnent proposed by the Central Vigilance

Conmi ssi on. But it is reasonably foreseeable and needs  no
el aboration that they could not have ignored the advice of
the Conmmi ssion. They could not have inposed a |esser

puni shment without the concurrence of the Conmi ssi on
I ndeed, they could have ignored the advice of the Comni ssion
and i nmposed a | esser punishnment only at their peril. [586F-
H, 587 A-C

2.1 But for the Finance Mnistry's directive dated
21.7.1984, the advice tendered by the Central Vigilance
Commi ssion is not binding on the Bank or the punishment
authority; it is not obligatory upon the punishing authority
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to accept the advice of the Central Vigilance Conm ssion
[ 588(C

2.2 The Mnistry of Finance has no jurisdiction to
issue such a directive to Banking institutions. The
CGovernment may regul ate the Banking institutions within the
power | ocated under the Banking Conpanies (Acquisition and
Transfer of Undertakings) Act, 1970. Even though Section 8
thereof enpowers the Governnment to issue directions in
regard to matters of policy, there cannot be any uniform
policy with regard to different disciplinary natters and
much 1ess there could be any policy in awardi ng puni shment

to the delinquent officers in different cases. The
puni shnment to be inposed depends upon the nature of every
case and the gravity of. the msconduct proved. The

authorities have to exercise their judicial discretion
having regard to the facts and circunstances of each case.
They cannot act under the dictation of the Central Vigilance
Conmi ssion or of the Central Government in the exercise of
their ' power ~and the inposition of punishnment on the
del i nquent officer. Therefore the directive of the Mnistry
of Finance is wholly without jurisdiction and contrary to
the statutory Regul ati ons governing disciplinary matters and
i s quashed. [588D H, 589A]

A NDsilva v. Union of India, [1962] Suppl. S.CR
968, relied on.

De Smth's Judicial Review of Administrative Action
4th Edn. p. 309, referred to.
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3. the Chairman of the Respondent-Bank is directed to
withdraw the circular letters dated 27.7.1984 and 8.9.1986
issued in furtherance of the Finance Mnistry’ s ‘directive
dated 21.7.1984. [589C]

[Setting aside the orders of the disciplinary authority
and the appellate authority, this Court directed t he
disciplinary authority to di spose of the case in accordance
with | aw and observations made in the judgnent.]

JUDGVENT:

ClVIL APPELLATE JURI SDICTI ON: Civil Appeal No. 2123  of
1991.

From the Judgnent and Order dated 20.12.1988 of the
Bonbay Hi gh Court in Appeal No. 1649 of 1988.

W TH

WRI T PETI TION NO. 1287 OF 1989.

(Under Article 32 of the Constitution of India).

Raj i nder Sachhar, R K. Agnihotri and S.C Paul for. the
Appel | ant/ Petitioner.

K.N. Bhat, Vineet Kumar, Lalit Bhasin and M. N na
Gupta for the Respondents.

The Judgnent of the Court was delivered by

K. JAGANNATHA SHETTY, J. Nagaraj Shivarao Karjagi, the
petitioner in SLP No. 4415 of 1989 has challenged his
conpul sory retirenent and in Wit Petition No. 1287 of 1989
he has questioned the validity of the direction dated 21
July 1984 issued by the Finance Mnistry, Governnent of
I ndi a. Since the questions raised in both the cases are
i nter | ooked, we grant special |leave in the SLP and proceed
to di spose of the same along with the wit petition

The events leading to these cases nmmy briefly be
st at ed. In 1982, the petitioner was a WManager of the
Syndi cate Bank (‘the Bank’) at East Patel Nagar Branch at
New Del hi. He discounted a cheque of the sumof Rs. 50,000
drawn on Punjab National Bank, Madras, after obtaining, by
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phone prior approval of the Regional Divisional Manager of
the Bank. The cheque was sent for realisation to the Punjab
National Bank at Madras, but it was returned unpaid. The
petitioner did not take pronpt action to recover the anount
from the person in whose favour he discounted the cheque.
He kept the cheque
580

with himeven without reporting to the higher authorities.
In 1983, the Assistant General Manager of the Bank called
upon himto explain why the ampbunt due under the discounted
cheque has not been recovered. The petitioner in his reply
expl ained the circunmstances under which the cheque was
di scounted. He has stated that the credit was given to the
account of one Dr. N~ Ramakrishnan who was a Senoir
Scientist in Indian ‘Agricultural Research Institute, New
Del hi but the anpbunt was withdrawn by another person called
A.  Chandrashekhar -~ who is an officer of the Bank. He has
further  stated that A. Chandrashekhar has promsed to pay
the amount and therefore, he has retained the instrunent
with him hoping that A Chandrashekhar would keep up his
prom se. ~On 6 July 1984 a sum of Rs.52,167.15 was deposited
with the Bank. A sum of Rs. 36,000 towards principal sum and
Rs. 16, 167. 15 towards interest. A suit was filed to recover
a sum of Rs. 14,000 out of the principal amunt. And |ater
on, this principal 'anobunt was al so recovered and credited to
t he Bank.

However, in 1985 there was a departnental inquiry
against the petitioner. The Commssioner for Vigilance
Inquiry fromthe Central Vigilance Conm ssion conducted the
inquiry. The first charge against the petitioner was that
when he was functioni ng-as Manager, he discounted under his
di scretionary jurisdiction a cheque for Rs.50,000 drawn in
the nanme of Dr. N Ramakrishnan in order to acconmmbdate A
Chandr ashekhar an officer of the Bank or others known to
hi m The second charge framed against him related to the
retention of the discounted instrument with him from
Decenmber, 1982 till January 1984 wi thout taking/causing to
be taken any action to realise the ambunt due under the
unpaid cheque. It was also alleged that the petitioner nade
avai |l abl e undue financial accommodation to A -Chandrashekhar
or others to the detriment of the interests of the Bank. He
was charged with lack of the integrity, honesty devotion to
duty, diligence and conduct unbecom ng of the status of Bank
Oficer in contravention of Regulation No. 3(1) of the
Syndi cate Bank Oficer Enployees’ (Conduct) Regulations,
1976.

The inquiry was held as per the procedure prescribed by
Syndi cate Bank O ficer Enployees’ (Discipline & Appeal)
Regul ations, 1976, (‘the Regulations’). On 16 COctober 1986,
the Inquiry Oficer subnmitted his report holding that the
charges were proved against the petitioner. He “has held
that the petitioner has failed to take any effective @ steps
for recovery of the amount paid under the discounted
i nstrument. He has kept the instrunent with hinmself for
unduly long period w thout even surrendering the sanme to the
custody of the Bank. It was
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Only after the Additional General Manager reninded him by
letter dated 15 Decenber 1983, the petitioner assured him
that he would return the cheque which he finally did on 18
January 1984. The Inquiry O ficer has finally concluded that
the transaction connected with the unpaid instrunent was of
an accommodati ve nature with a view to assi st A
Chandr ashekhar by using another person as benami and it was
in clear violation of the rules of the Bank
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It is said and indeed not disputed that the Bank
referred the matter to the Central Vigilance Comm ssion for
advi ce and the Commission has recomended t hat t he
petitioner my be conpulsorily retired fromservice by way
of puni shnent.

The disciplinary authority after considering the
inquiry report and affording an opportunity to the
petitioner passed an order dated 7 COctober 1987 inposing on
the petitioner the penalty of conpulsory retirenent. The
petitioner appealed to the General Manager challenging the
puni shment. On 27 August 1988 the General Manager dism ssed
the appeal <concurring with the findings recorded and the
puni shnment inposed by ‘the disciplinary authority. The
petitioner thereupon noved the Bonbay Hi gh Court for relief
under Article 226 of the Constitution. The H gh Court has
also dismssed the wit petition. He has now appealed to
this Court.

THE CONTENTI ONS OF THE PETI Tl ONER

The petitioner has been conplaining throughout and al so
before us that the punishing authorities did not apply their
m nd and  did not exercise their power in considering the
nerits of his case. They have inposed on himthe penalty of
conpul sory retirenment in obedience to the advice of the
Central Vigilance Conm ssion which has been made binding on
them by the direction dated 21 July 1984 issued by the
M ni stry of Finance, Departnent of Econonic Affairs (Banking
Di vi si on). They have blindly followed the advice given by
the Central Vigilance Conmission without regard to the
nerits of the mtter and contrary to the statutory
Regul ati ons governing the departnental inquiries. The
subject matter of inquiry was-only regarding irregularities
in the banking practice and the action conplained of has not
affected the interests of the Bank. ~The petitioner by his
own efforts has recovered the noney due under the discounted
cheque and credited the same with interest to the Bank. The
findings recorded by the Inquiry Oficer on the  alleged
m sdeneanour does not warrant any nmjor penalty like the
conpul sory retirenent. Reference was al so
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made to certain representations said to have been nade by
the Bank to the Central Vigilance Commission for approval to
i mpose a |esser punishnent. It is said that the Bank
pleaded in the representations that the punishnent of
conpul sory retirement advised by the Commi ssion was too
har sh.

SYNDI CATE BANK OFFI CER EMPLOYEES' (DI SCl PLI'NE~ AND-~ APPEAL)
REGULATI ON 1976

These Regul ation have been framed under Section 19 of
the Banki ng Conpani es (Acqui sition and Transf er
Undert aki ngs) Act, 1970. They were franed by the Board of
Directors of the Syndicate Bank in consultationwith the
Reserve Bank of India and with the previous sanction of the
Central Governnent. Regul ation 4 prescribes penalties for
acts of m sconduct. Regul ation 5 specifies the authority
to institute disciplinary proceedi ngs and i npose penalties.
Regul ation 6 lays down procedure for inposing naj or
penalties and Regulation 7 provides for action on the
i nquiry report. Regul ation 7 <confers power to the
di sciplinary authority either to agree or disagree with the
findings of the inquiry authority on any article of charge.
The disciplinary authority may reach its own conclusion on
the material on record and inpose any penalty prescribed
under Regulation 4. O if it is of the opinion that no
penalty shoul d be inposed on the delinquent officer, it nmay
pass an order exonerating t he del i nquent of ficer
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Regul ation 17 provides for appeals against the or der
i mposing any of the penalties specified in Regulation 4.
The appel |l ate authority has been given the power to pass any
order of penalty or remtting the case to the disciplinary
authority or to any other authority for fresh disposal
Regul ation 19 provides for consultation with the Centra
Vigilance Commission. It states that "that the Bank shal
consult the Central Vigilance Comi ssion wherever necessary,
in respect of all disciplinary cases having a vigilance
angle." There is no other Regul ation requiring consultation
with Central Vigilance Comm ssion, or providing that the
advice given by the Commi ssion is binding on the punishing
aut horities.

The Central Vigilance Conmi ssion, however, appears to
have framed guidelines for Banks to consult the Conm ssion
in respect of cases where nmajor penalty is prescribed under
the Regul ation. Article 22 ~of the Central Vi gi | ance
Conmi ssi on Manual reads

"The Schenme of consultation with the Conm ssion in
respect ~of major penalty cases pertaining to such
of ficers envi sages consultation with the Comi ssion
at two stages.
583
The first stage of consultation arises when
initiating disciplinary proceedings while the
second consultation is taken at the conclusion of
the proceedings."
Article 23.2 of the C.V.C. Manual Chapter 10 reads:
"In all cases where C.V.C advises .initiation of
maj or penalty proceedings, it _also nom nat es
si mul taneously —a Comm ssioner for Depart nent a
Inquiries to whomthe inquiry shoul d be entrusted."
THE DIRECTION OF THE M NI STRY OF FI'NANCE, DEPARTMENT OF
ECONOM C AFFAI RS ( BANKI NG DI VI SI ON)

On 21 July 1984 Joint Secretary, Mnistry of Finance,
Department of Economic Affairs (Banking Division) has
witten a letter to all Banking Institution thus :

"Recently a case been reported where a ‘bank has
revised the punishnment awarded to an officer in a
di sciplinary case contrary to the advice of the
Central Vigilance Conm ssion. . The case has figured
in the Annual Report of the CVC as a case of non-
consultation with the Conmi ssion and thus created
an enbarrassing situation. You will, perhaps,  be
aware of the Annual Reports of ~the CVC, ~which
contain cases where the disciplinary authorities
had not accepted its recommendations or had not
consulted it, are laid on the Tables of both the
Houses of Parlianent. This nmay, thereafter be
di scussed in the Parlianment also. You will /agree
that under no circunstances the advice of the CVC
shoul d be nodi fied except with the prior
concurrence of the commssion and this Mnistry.
I may nmention here that revision of the penalty
i nposed on a delinquent officer as a result of an
appeal filed by himbefore the appellate authority
agai nst the decision of the original disciplinary
authority also amunts to non-consultation/non-
acceptance of the advice of the CVC and is included
in CVC s Annual Report.

Kindly circulate these instructions to the
concer ned officers in your bank for strict
conpl i ance. The receipt of this DO letter my
pl ease be acknow edged. A copy of this D.O letter
is being marked to CVO in your bank separately."
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Cl RCULARS OF THE BANK
On 27 July 1984, A Krishna Rao, Chairman and nmanagi ng

Di rector
t he Bank

On
Chai r man
circul ar
terns:

of the Bank, issued a circular to all branches of
as follows :
"I am encl osing herewith a photostat copy of the DO
letter No.41/3/84-Vig. dated 21.7.1984 received by
me from Shri Ashok Kumar, joint Secretary, mnistry
of Fi nance, Department of Econom ¢ Affairs,
(Banking Division), Vigilance Cell, New Delhi, in
the above connection for strict compliance of the
i nstructions contained therein
As the advice'in vigilance cases received from
Central Vigilance conmission is communicated to the
authorities concerned by the Chief Vi gi | ance
Oficer, |~ advise, that the Chief Vi gi | ance
O ficer’sadvice, as explained in ny above referred
to DO letter, should be conplied wth.
Even - when a revision of the penalty inposed on a
del'i nquent officer ~at the advice of the Chief
Vigilance Oficer by of ~Oiginal Di sciplinary
Authority were to be considered as a result of an
appeal filed by him before the appellate/high
authorities, such revision shall be effected only
after consulting the Chief Vigilance Oficer.
Pl ease acknowl edge receipt of this and ensure
conpliance of the instructions contai ned herein."
8 Septenmber 1986 P.S.V. Millya, the succeeding
and Managing Director of the bank issued another
letter to all branches of the bank in the follow ng

"All vi gi | ance cases in bank are bei ng
i nvestigated/ processed at Vigilance Cell  at the
HO,  under the admnistrative control of the ' Chief
Vigilance Oficer, who is reporting directly to ne.
After processing of the reports is concluded, the
cases are referred to Central Vigilance Comission
as per the existing procedure and the advice
received fromthe comm ssion is being communicated
to the Disciplinary/Appellate Authority by the
Chief Vigilance Oficer.
585

If the advice tendered by the Conmi ssion is
not accepted/acted wupon, it will anmpbunt “to non-
acceptance of the advice of the Comm ssion and such
instance wll figure in the Annual Report ~of the
Central Vigilance Commssion placed before the
Par | i ament .

This apart the non-acceptance of the -advice
in vigilance cases is likely to lead to a
situation, in which, different types of <decisions
are possible to be taken in simlar cases, which is
sure to result in a voidable conplications and
i njustice to certain sections of the
O ficers/enpl oyees comunity. Again in such a
situation, ensuring uniformstantards in finalising
action on vigilance cases will also becone a very
difficult phenomenon, which is not a desirable
trend and does not augur well for the healthy
functioning of the vigilance nmachinery in the Bank

I t her ef ore, advi ce al | Di sciplinary
[ Appel late Authorities to see that they refer as
hitherto all vigilance cases to Chief Vigilance
O ficer and consult himon such cases and act upon
hi s advi ce.
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XXXXX XXXXX XXXXX XXXXX
If for any reasons, the authorities concerned fee

that the advice needs to be reconsidered or a
departure is called for, they may refer back the
matt er to Chi ef Vi gi | ance Oficer f or
reconsi deration of the advice, with the reasons for
such disagreenent and the Chief Vigilance Oficer
wil | see whet her and to what ext ent such
reconsi deration is desirable or feasible and wll
tender advice again on reconsideration

If the authority concerned is still not
di sposed to act on the advice, the disinclination
on the part of the authority concerned will have to

be brought to my notice and the advice given by ne
in respect of such cases shall be treated as final
It is also necessary that the authorities concerned
should for obvious ~reasons keep the advice in
strict confidence and see that no reference thereof
i's made i n"any of the correspondence comruni cation
whet her —emanating fromtheir end."

586

The petitioner being aware of the directions of the
M nistry of Finance and the circulars issued by the Bank has
in his nmeno of appeal before the appellate authority inter
alia conplained that the system and procedure adopted by the
Bank in dealing with vigilance cases, is totally against the
principles of natural justice. The Bank has no control over
such cases. The ' Disciplinary Authority and Appel | ate
Authority are required to carryinto effect the punishnment
advi sed by the Central Vigilance conm ssion w thout change.
He has al so pointed out that his appeal could be nothing but
an enpty formality as the appellate authority would be also
bound by the decision of the Central Vigilance comm ssion
The petitioner has al so added post script to his appeal Meno
stating thus "This appeal has been filed wi thout prejudice
to ny contention that this appeal is an exercise in futility
as the appellate authority also is not the deci di ng
authority and this appeal also will be decided by the
CvO CVC, who has already decided and whose decision is
binding on you. There is in fact no effective right of
appeal . "

Counsel for the Bank however, subm ts t hat
not wi t hst andi ng the advice of the Central Vi gi | ance
Conmission and the directive dated 21 July 1984 of the
M nistry Finance, Departnment of Econony Affairs (Banking
Division), the case of the petitioner has received the
full est consi derati on from the di sciplinary and
appel late authorities. They have independently considered
the material on record both on the articles of charges and
al so on the appropriate puni shnent of conpul sory retirenent
i mposed on the petitioner. The orders of the authorities do
not refer to the circulars of the Bank, nor 'to the
puni shment proposed by the Central Vigilance Conmi ssion. It
is therefore, illegitimate, to contend that the puni shnent
i nposed on the petitioner has been vitiated by extraneous
i nfl uences.

We are not even renotely inpressed by the argunments of
counsel for the Bank. Firstly, the Bank itself seens to
have felt as alleged by the petitioner and not denied by the
Bank in its counter that the conpul sory retirement
recormended by the Central Vigilance Commission was too
harsh and excessive on the petitioner in view of his
excel l ent perfornmance and unbl em shed antecedent service.
The Bank appears to have nmade two representations; one in
1986 and another in 1987 to the Central Vigilance Conmi ssion
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for taking a lenient view of the matter and to advise | esser
puni shnent to t he petitioner. Apparently, t hose
representati ons were not accepted by the Conmi ssion. The
di sciplinary authority and the appellate authority therefore
have no <choice in the matter. They had to inmpose the
puni shment of com
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puslory retirenent as advised by the Central Vigilance
Comm ssi on. The advi ce was binding on the authorities in
view of the said directive of the Mnistry of Finance,
followed by two circulars issued by the successive Chief
Executive of the Bank. The disciplinary and appellate
authorities mght not have referred to the directive of the
Mnistry of Finance or the Bank circulars. They mght not
have stated in their orders that they were bound by the
puni shment proposed by the Central Vililance Comi ssion
But it is reasonably foreseeable and needs no elaboration
that they could not" have ignored the advice of the
Conmi ssion. They coul d not have inposed a | esser puni shnent
wi thout . the concurrence of the Conmi ssion. | ndeed, they
coul d have ignored the advice of the Conm ssion and inposed
a | esser punishnent only at their peril

The power of the punishing authorities in departmenta
pr oceedi ngs is regulated by the statutory Regul ations.
Regul ation 4 nerely prescribes diverse punishnment which nmay
be i mposed upon delinquent officers. Regulation 4 does not
provide specific @ punishrments for different nisdeneanours
except classifying 'the punishments as minor or ngjor
Regul ations |eave it to the discretion of the punishing
authority to select the appropriate puni shnment having regard
to the gravity of the misconduct proved in the case. Under
Regul ation 17, the appellate authority nay pass ‘an order
confirm ng, enhancing, reducing or conpletely setting aside
the penalty inposed by the disciplinary authority. 'He has
also power to express his own views on the nmerits of the
matt er and inmpose any appropriate punishment on the
del i nquent officer. It is quasi-judicial power and is
unrestricted. But it has been conpletely fettered by the
direction issued by the Mnistry of Finance. The Bank has
been told that the punishment advised by the Centra
Vi gi | ance Conmi ssi on in every case of di-sci plinary
proceedi ngs should be strictly adhered toand not to be
altered without prior concurrence of the Central Vigilance
Conmi ssion and the Mnistry of Finance.

We are indeed surprised to see the inpugned directive
issued by the Mnistry of Finance, Departnent of Economc
Affairs (Banking Division). Firstly, under the Regulation
the Bank’s consultation with Central Vigilance Conmm ssion in

every case is not mandatory. Regul ation 20 provi des /that
the Bank shall consult the Central Vigilance Comission
wherever necessary, in respect of all disciplinary cases

having a vigilance angle. Even if the Bank has nade a self
i mposed rule to consult the Central Vigilance Comm ssion in
every disciplinary matter, it does not make the Conmm ssion’s
advi ce binding on the punishing authority. 1In this context,
reference nay be made to Article
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320(3) of the Constitution. The Article 320 (3) |like
Regul ation 20 with which we are concerned provides that the
Uni on Public Service Commission or the State Public
Conmi ssion, as the case may be, shall be consulted-on al
disciplinary matters affecting a civil servant including
nmenorials or petitions relating to such matters. This Court
in AN DSilva v. Union of India, [1962] Suppl; 1 SCR 968
has expresed the viewthat the Conmssion’s function is
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purely advisory. It is not an appellate authority over the
inquiry officer or the disciplinary authority. The advice
tendered by the Commission is not binding on the Government.
Simlarly, in the present case, the advice tendered by the
Central Vigilance Comm ssion is not binding on the Bank or
the punishing authority. It is not obligatory wupon the
puni shing authority to accept the advice of the Centra
Vi gi | ance Conmi ssi on

Secondly, the Mnistry of Finance, Governnent of |India
has no jurisdiction to issue the inmpugned directive to
Banking institutions. The governnent may regulate the
Banking institutions w.thin the power |ocated under the
banki ng Conpani es (Acquisition and Transfer of Undert aki ngs)

Act , 1970. So far as we could see, Section 8 is the only
provi si on which enpowers ‘to the Governnent to i ssue
directions. Section 8 reads:

"Every correspondi ng. new bank shall, in t he

di scharge of its function, be guided by such
directionsin regard to matters of policy involving
public interest as the Central Governnent nay,
after-consultation with the Governor of the Reserve
bank, give."

The correspondi ng new bank referred to in Section 8 has
been defined under Section 2(f) of the Act to mean a banking
conpany specified/in colum 1 of the First Schedule of the
Act and includes the Syndi cate Bank. Section 8 empowers the
CGovernment to issue direction in regard to nmatters of policy
but there cannot  be any uniform policy wth regard to
di fferent disciplinary matters and much |less there could be
any policy in awardi ng puni shment to the delinquent officers
in different cases. The punishnent to be inposed whether
m nor or mmj or depends upon the nature of every case and the
gravity of the misconduct proved. the authorities have to
exercise their judicial discretion having regard to the
facts and circunmstances of each case. ~They cannot act under
the dictation of the Central Vigilance Comm ssion or of the
Central Governnent. No third ‘party Ilike the Centra
Vi gi l ance Conmi ssion or the Central Governnent coul'd dictate
the disciplinary authority or the appellate authority 'as to
how t hey shoul d exerci se
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their power and what puni shrment they should inpose on - the
delinquent officer. (See: De Smith's Judicial Review of
Admi ni strative Action, Fourth Edition, p. 309). The
i mpugned directive of the Mnistry of Finance, is therefore,
wholly wi thout jurisdiction, and plainly contrary to the
statutory Regul ati ons governing disciplinary matters.

For the foregoing reasons, we allow the appeal and the
wit petition quashing the directive issued by the Finance
M nistry, Department of Econom c Affairs, (Banking Division)
dated 21 July 1984. W also issue a direction to the
Chairman of the Syndicate Bank to withdraw the circular
letters dated 27 July 1984 and 8 Septenber 1986. We
further set aside the inpugned orders of the disciplinary
authority and appellate authority with a direction to the
former to dispose of the petitioner’s case in accordance
with aw and in the light of the observation nade.

The petitioner is entitled to costs which we quantify
in both the cases at Rs. 15,000 which shall be paid by the
Central Covernment.

G N Appeal and petition all owed.
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