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PETI TI ONER
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ACT:

HEADNOTE:

JUDGVENT:
JUDGMENT
B. P. JEEVAN REDDY, J.

Leave granted.

The respondent was an officer in 'Scale-1 in the service
of the Central Bank of India. Wile he was working as the
Branch Manager, Paradeep Branch, he was suspended pending
enquiry on Novenber 21, 1988. On -January 16, 1989, ten
charges were comunicated to him He denied all of 'them An
Enquiry Oficer was appointed who reported, after holding a
due enquiry, that Charges Nos.1l, 6, 8 and 9 were established
fully while Charges Nos.2,3,5,7 and 10 were established
partially. Charge No.4 was held not established. On the
basis of the said report, the appropriate authority
di sm ssed the respondent from service. The appeal preferred
by the respondent was di snissed whereupon he approached t he
Oissa Hgh Court by way of a wit petition. The Hi gh Court
has allowed the wit petition holding that the charges held
established against the respondent represent ~errors of

judgrment but not "m sconduct". The Hi gh Court opined. that
though the respondent was guilty of doing many acts beyond
his authority, it was not established that it was done with

any ulterior notive or for any extraneous consideration
Since the Enquiry Oficer has not found that the Bank has
actually incurred any loss on account of the said acts of
the respondent, the High Court held, the charge of
m sconduct is not established. Accordingly, the wit
petition was allowed, the order of punishment inposed upon
the respondent was set aside and the respondent was directed
to be reinstated in service with all consequential benefits.
The charges framed agai nst the respondent are the foll ow ng:

"(1) The Petitioner took charge of

the Branch from 29.9.86. At the

time of taking over charges there

were nunber of overdrafts accounts.

| nst ead of t aki ng care for

adj ustment  of such advances by
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constant follow up, he continued to
extend the facility unauthorisedly
and without any delegated powers
even exceeding the out st andi ng
bal ance as on 29.9.86 as a result
bank’s interest is Ilikely to be
j eopar di zed.

(2) The petitioner allowed clean
overdrafts to sever al parties
wi t hout any del egated authority and
much beyond hi s di scretionary
powers, violating Central Ofice
gui delines as a result he has
exposed t he bank to severe
financial risk.

(3) The petitioner allowed draw ngs
in cash credit a/cs nuch beyond the
sanctioned limts and or  enhanced
the ~'existing limts in gr oss
viol'ation of his di'scretionary
powers. As such, there is every
l'i kel'i hood that the bank’s interest
may be at stake.

(4) The peti ti oner sanct i oned
nunber of fresh cast. credit limts
to different parties nuch beyond
his I ending powers in violation of
bank’ s norns and gui delines without
proper documents . and in some cases
wi t hout any docunents.

(5) The petitioner sanctioned a
nunber of Term Loans directly
wi t hout observing the bank’s rules
and gui del i nes.

(6) The petitioner wunauthorisedly
i ssued Bank Guarantee on behalf of
di fferent parties wi t hout
intimation to R O The guarantees
were issued and signed by hinself
as Br. Manager though on behalf of
the Bank. Wile acting so he had
not taken counter guarantee in
sone cases.

(7) Wiile allowing unauthorisedly
advances/ TOD/ ot her | oans, t he
petitioner had not taken proper
docunents. Mst of the docunent s
t aken wer e bl ank, undat ed,
unst anped. Thus he had not
safeguarded the interest of the
Bank.

(8) The petitioner though nmade
nunber of unauthorized irregular
advances, allowed cl ean overdrafts,
he had not submtted any Contro

Returns to the Regional Ofice
inspite of letters/rem nders.

(9) The petitioner allowed clean
overdraft in nunber of accounts
even after Regi onal Ofice' s
specific instructions to stop such
practices and stop allowi ng further
overdrafts. As such willfully he
viol ated instructions of hi gher
authorities which was an act of
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i nsubor di nati on.

(10) In nunber of bor r owal

accounts, the petitioner had not

done proper follow up and had no

taken due care either for renewa

of documents or for obt ai ni ng

bal ance confirmation. As a result,

in nunber of borrowal al/cs the

docunents were allowed to go tine

barred, putting the interest of the

bank at jeopardy. Even in proper

time he had not submitted the STF

to Regional Ofice for t aki ng

| egal action agai nst such

defaul ters. ™

In support of Charge No.1l as many as fifteen instances
were cited. Wiile it is not necessary to refer to all those
instances, it is sufficient to nention that in all these
cases it 'has been found that the respondent acted beyond
his authority in allowing the overdrafts or in passing the
cheques, as the case may be. In sonme cases, the Bank was
benefited by the acts of the respondent while in sone other
cases, the concerned anounts becane sticky or irrecoverable.
Charge No.2 relates to tenmporary overdrawal s allowed by the
respondent beyond ‘his authority to different parties. A
nunber of instances were cited and held established. The
Enquiry O ficer held the charge proved. He also found that
in sone cases the Bank stood to gain whilein sone other
cases the concerned advances had become sticky. Simlarly,
in respect of Charge No.3, nunber of instances were cited.
It was held that in many cases the respondent. allowed
drawi ngs/ enhanced linmts in excess of the sanctioned limts
in violation of his discretionary powers.” Charges Nos.5,6
and 7 speak of the respondent acting beyond his authority.
Charge No.8 says that inspite of reminders, the respondent
failed to send "Control Returns"” to the Regional @ Ofice.
This charge was held fully established. Charge No.9 is to
the effect that the respondent allowed nunmber of accounts
and clean overdrafts even after receiving the instructions
of the Regional Ofice to stop such practice. The Enquiry
Oficer found that the respondent had indeed flouted the
orders of the Regional Manager and commtted an act of
di sobedi ence of |awful orders. The substance of Charge
No.10 is that for want of proper follow up action, a number
of  borrower accounts have become time-barred and the
prospects of the recovery of bank’s dues have becone bl eak
Fifteen instances were cited in support of this charge.

It may be remenbered that Charges Nos.1,6,8, and 9 were
held to have been established in full while the renmining
charges [except charge No.4] were held to be established in
part. It is indeed a matter of surprise that inspite of the
aforesaid findings, the H gh Court cane to the opinion that
it is not a case of m sconduct. Regulation 24 of the Centra
Bank of India Oficer Enployees’ (Displine and Appeal)
Regul ations, 1976 defines the acts of msconduct in the
fol | owi ng words:

"24. Acts of misconduct: A breach

of any of the provisions of these

regul ati ons shall be deened to

constitute a m sconduct punishable

under the Central Bank of India

Oficer Enployees’ (Discipline and

Appeal ) Regul ations, 1976."

Regul ation 3 of the said Regulations may also be
noti ced:
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"3(1). Every of ficer enpl oyee
shal |, at all  tines take al

possi bl e steps to ensure and
protect the interest of the bank
and di scharge his duties with
utnost integrity, honesty, devotion
and diligence and do nothing which
i s uncom ng of a bank officer

(2) Every officer enployee shal

mai nt ai n good conduct and
di scipline and show courtesy and
attention to all persons in al
transacti ons and negoti ations.

(3) No officer enployee shall, in

the performance of his officia
duties or in the exercise of powers
conferred on him - act otherw se
thanin his best  judgnent . except
when  he is ~acting under the
direction of his official superior

(4) Every  officer enployee shal

take all possible steps to ensure
the integrity and devotion to duty
of all persons for ~the time being

under his control “and authority."

It may be nentioned that in the nenorandum of charges,
the aforesaid two regul ati ons are said to have been viol ated
by t he respondent . Regul ati on 3 requires every
of ficer/enpl oyee of  the Bank to take all possible steps to
protect the interests of the Bank and to discharge his
duties wth utnost integrity, honesty, devotion and
diligence and to do nothing which is unbeconing of a Bank
officer. It requires the officer/enployee to nmaintain good
conduct and discipline and to act to the best of his
judgrment in performance of _his official duties or in
exercise of the powers conferred upon him Breach of
Regul ation 3 is "msconduct" within the nmeani ng of
Regul ation 24. The findings of the Enquiry Oficer /which
have been accepted by the disciplinary authority, and which
have not been disturbed by the H gh Court, clearly show that
in nunber of instances the respondent all owed overdrafts or
passed cheques involving substantial anmounts beyond  his
authority. True, it is that in sone cases, no l|oss has
resulted from such acts. It is also true that in sone other
i nstances such acts have vyielded profit to the Bank but it
is equally true that in sone other instances, the funds of
the Bank have been placed in jeopardy; the advances have
become sticky and irrecoverable. It is not a single act; it
is a course of action spreading over a sufficiently |ong
period and involving a | arge nunber of transactions. In the
case of a Bank - for that matter, in the case of “any other
organi zation - every officer/enployee is supposed to act
within the limts of his authority. |If each officer/
enployee is allowed to act beyond his authority, -the
di scipline of the organisation/bank wll disappear; the
functioning of the Bank woul d becone chaoti c and
unmanageabl e. Each officer of the Bank cannot be allowed to
carve out his own little enpire wherein he di spenses favours
and | argesse. No organi zation, nmore particularly, a Bank can
function properly and effectively if its officers and
enpl oyees do not observe the prescribed nor ns and
di scipline. Such indiscipline cannot be condoned on the
specious ground that it was not actuated by ulterior notives
or by extraneous considerations. The very act of acting
beyond authority - that too a course of conduct spread over
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a sufficiently long period and involving innunerable
instances - is by itself a msconduct. Such acts, if
permtted, may bring in profit in some cases but they nmay
also lead to huge losses. Such adventures are not given to
the enpl oyees of Banks which deal wth public funds. If
what we hear about the reasons for the collapse of Barings
Bank is true, it is attributable to the acts of one of its
enpl oyees, Nick Leeson, a mnor officer stationed at
Si ngapore, who was allowed by his superiors to act far
beyond his authority. As nmentioned hereinbefore, the very
di scipline of an organization and nore particularly, a Bank
i s dependent upon each of its enployees and officers acting
and operating wthin their allotted sphere. Acting beyond
one’s authority is by itself a breach of discipline and a
breach of Regulation 3. 1t constitutes nisconduct within the
nmeani ng of Regul ation 24. No further proof of loss is really
necessary though as a matter of fact, in this case there
are findings that several advances and over-drawal s al | owed
by the respondent beyond his authority have becone sticky
and irrecoverable. Just because, simlar acts have fetched
some profit -—huge profit, as the H gh Court characterizes
it - they are no less blanmeworthy. It is wong to
characterize themas errors of judgnent. It is not suggested
that the respondent ‘being a Cass-1 officer was not aware of
the limts of his authority or of his powers. |ndeed, Charge
No. 9, which has been held established  in full is to the
effect that inspite of instructions by the Regional Ofice
to stop such practice, the respondent continued to indul ge
in such acts. The Enquiry Oficer has recorded a clear
finding that the respondent did flout the said instructions
and has thereby comitted an act of di sobedi ence of |awfu
orders. Simlarly, Charge No. 8, which has also been
established in full is to the effect that inspite of
rem nders, the respondent did not subnit "Control Returns”
to the Regional Ofice. W fail to understand how could al
this be characterized as errors of judgnent and not as
m sconduct as defined by the regulations. W are of the
opinion that the H gh Court has comrmitted a clear error in
hol ding that the aforesaid conduct of the respondent does
not amount to misconduct or that it does not constitute
viol ati on of Regul ations 3 and 24.

We nust nention that Sri V. A Mhta, l'earned counsel For
the respondent, stated fairly before us that it _is not
possible for himto sustain the reasoning and approach of
the High Court in this case. H s only subm ssion was that
having regard to the age of the respondent [37 years] and
the facts and circunstances of the case, this Court may
substitute the punishnent awarded to the respondent by a
| esser punishnent. The |earned counsel suggested that any
puni shnment other than disnmissal nay be inposed by this
Court. W considered this request with the care it “deserves,
but we regret that we are wunable to accede to it. Learned
counsel for the Bank, Sri V.R Reddy, Additional Solicitor
CGeneral, also stated, on instructions of the Bank, that it
is not possible for the Bank to accombpdate the respondent
inits service in view of his conduct.

The appeal is accordingly allowed and the judgnent of
the High Court is set aside. There shall be no order as to
costs.




