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ABSTRACT  

This study is a critical look into the regulatory and enforcement-legal regime that regulates 

financial fraud in India, especially the role and effectiveness of key regulatory and 

investigative agencies including the Reserve Bank of India (RBI), Securities and Exchange 

Board of India (SEBI), Ministry of Corporate Affairs (MCA), Enforcement Directorate 

(ED), and Serious Fraud Investigation Office (SFIO). The research focuses on the 

statutory provisions in legislations such as Companies Act, 2013, Prevention of Money 

Laundering Act, 2002 (PMLA), Prevention of Corruption Act, 1988, Bharatiya Nyaya 

Sanhita, 2023, Bharatiya Sakshya Adhiniyam, 2023, Fugitive Economic Offenders Act, 

2018 (FEMA), 1999 and the SEBI Act, 1992.  

The study is mixed doctrinal and empirical in nature, which are based on statutory 

analysis, judicial decisions, annual reports, RTI responses, policy documents and case 

studies of financial frauds such as PNB–Nirav Modi scam, Yes Bank crisis, IL&FS 

collapse and DHFL fraud. The research pinpoints key shortcomings in fraud detection and 

successful prosecution, including: delays, jurisdictional issues, lack of inter-agency 

cooperation, low conviction rates, and difficulties with cross-border enforcement and asset 

recovery.  

Additionally, it examines the emerging importance of Forensic Accounting, Artificial 

Intelligence, Cyber Forensics and Data Analytics in combating Fraud; and the gaps in the 

technology and institutional framework for fraud detection in India. Although it maintains 
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that there are rich laws and strong enforcement agencies, the root of the problem is neither 

lack of laws, but a failure of enforcement and delayed enforcement.  

The study ends with suggestions for reforms including the need for better inter-agency 

coordination by creating a centralized enforcement system, merging the overlapping legal 

frameworks, boosting technological adoption, boosting the forensic and investigative 

capacities, greater international cooperation and better corporate governance and 

compliance. Overall, the study underscores the need for a new regulatory paradigm in 

India to combat financial frauds, one that is proactive, technology-driven, and 

enforcement-based, prioritizing market integrity, investor confidence, and economic 

stability. 

MAIN RESEARCH GAP 

1. The lack of empirical scrutiny of its enforceability in terms of conviction rates, 

recovery of assets, and timescales of investigation. 

2. Lack of comparative analysis of cases of large financial fraudulent events like 

Satyam, IL&FS, Yes Bank, DHFL, PNB-Nirav Modi. 

3. Inadequate examination of overlaps, and a lack of coordination among SEBI, 

RBI, ED, SFIO, MCA, and CBI. 

4. Analysis of their use and effectiveness in fraud investigation is not fully 

addressed by forensic accounting, Artificial Intelligence, and sophisticated 

technology tools. 

5. Lack of emphasis on transnational challenges of cross-border enforcement, 

extradition difficulties, international cooperation, and foreign asset recovery. 

INTRODUCTION & BACKGROUND 

 

1.1 Background of Financial fraud in India.  

 

 Financial fraud remains a persistent and rapidly evolving challenge to India’s economic 

stability, undermining overall public confidence in financial institutions, corporate 

governance structures, market discipline and the integrity of capital markets. The 

increasing structural complexity of financial transactions, coupled with swift 
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technological advancements, has necessitated a dynamic and adaptive regulatory 

framework. 

 

This study critically examines the role of key national Indian regulatory bodies including 

the Reserve Bank of India (RBI), the Securities and Exchange Board of India (SEBI), the 

Ministry of Corporate Affairs (MCA), the Enforcement Directorate (ED), and the Serious 

Fraud Investigation Office (SFIO) in the prevention, detection, investigation, and 

subsequent prosecution of financial fraud. It analyses the statutory powers conferred 

expressly upon these authorities, their operational mechanisms, and the extent of inter-

agency collaboration, while identifying jurisdictional overlaps and enforcement 

challenges. Drawing upon notable case studies, such as the Satyam Computer Services 

accounting scandal2, the Punjab National Bank; Nirav Modi fraud,3 and the Yes Bank 

crisis, along with RTI’s filed which the study evaluates the effectiveness of the current 

regulatory framework in deterring fraudulent conduct. 

 

The discussion also highlights systemic gaps, including delayed investigations, 

inadequate technological capacity, and constraints in effective cross-border enforcement. 

By integrating doctrinal legal analysis with pragmatic policy-oriented recommendations, 

the study argues for the enhanced technological adoption, harmonisation of enforcement 

powers, institutional capacity building, and robust stronger compliance monitoring as 

essential reforms to strengthen India’s financial oversight mechanisms and safeguard 

long-term resilience against economic crime. 

                                                             
2Satyam Computer Services Ltd. v. Union of India, (2009) 150 Comp Cas 352 (Ind.). 
3Punjab National Bank v. Nirav Modi & Ors., Special Case No. 22 of 2018.  
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1.2 RESEARCH METHODOLOGY 

The given research has a mixed methodology of doctrinal and empirical track, which aims 

to examine the legal, institutional, and practical aspects of regulation of financial fraud 

according to the Indian context. Primary and secondary sources are used in the study, and 

they are complemented by empirical data so that the overall assessment can be made. 

The major sources of data include information obtained after tracking down the official 

websites and portals of the prime regulating bodies such as the Reserve Bank of India 

(RBI)4, the Securities and Exchange Board of India (SEBI), the Ministry of Corporate 

Affairs (MCA), the Serious Fraud Investigation Office (SFIO),5 and the Enforcement 

Directorate (ED). The records range between the year 2018 and 2025 and contain annual 

reports, enforcement actions, circulars, guidelines, press releases, and statistics. These give 

us an insight on policy changes, regulation, and changes induced in institutional approach to 

financial fraud in the past seven years. 

The secondary materials include scholarly research articles, policy and newspaper reports 

which critically explore corporate fraud, enforcement issues and failure of governance in 

India and International level. These readings aid in putting the statutory framework into 

context and demonstrate what scholars and critics have made of interpretation, criticism and 

ideas of reform. 

 

The methodology has been instilled with an empirical aspect in the form of responses we 

would get by sending Right to Information (RTI) 6requests to those authorities that regulate 

them. Such responses offer information that was otherwise unattainable such as the number 

of enforcement activity, the number of fines applied, timeframes of offenders facing 

adjudication, and the level of inter-agency coordination. Such empirical input makes this 

study not only a study based on theoretical criticism but also making it an aspect of the 

practical reality. 

                                                             
4Reserve Bank of India, Master Directions on Fraud Management and Reporting, RBI/DBS/2016-17/28 

(Updated 2024). 
5Serious Fraud Investigation Office (SFIO), Guidelines on Corporate Investigations, 
<https://www.mca.gov.in (Accessed April 10, 2026). 
 
6RTI Response No. FIN/R/2023/60442 (Data regarding inter-agency referral timelines). 
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The aim of the study is to analyze how the investigating agencies in India curb the 

financial frauds and critically evaluate the procedural factors involved in detection, 

investigation and enforcement.  

1.3RESEARCH QUESTION 

 

1. To what extent does the multi-agency regulatory framework in India work in averting, 

detecting, and prosecuting financial fraud? 

2. What are the reasons behind the difference between the detection of financial fraud and a 

successful prosecution or conviction in India? 

3. What is the impact of a jurisdictional overlap and interagency discoordination on the 

results of the enforcement in financial fraud cases? 

4. What reforms both legal, technological, and institutional are needed to enhance the ability 

of India to fight the changing financial fraud? 

1.4 AIM & OBJECTIVE 

 

1. To critically examine the legal and institutional framework of financial fraud in India. 

This goal aims to review the legislative frameworks and regulatory framework, forming 

the basis of financial fraud prosecution, and the law, which involves the Companies Act, 

2013, the Prevention of Money Laundering Act (PMLA), and other related pieces of 

legislation. It also analyzes the roles, mandates, and authority of major regulating bodies 

like the Reserve Bank of India, Securities and Exchange Board of India, Ministry of 

Corporate Affairs, Enforcement Directorate as well as the Serious Fraud Investigation 

Office. 

 

2. To test the efficiency of enforcement practices. This goal aims at evaluating the extent to 

which regulatory measures are converted into reality, especially in the areas of 

investigation, adjudication, and conviction. It analyzes the empirical data, such as RTI 

responses and regulatory reports, in order to find out the gap between fraud detection and 

its successful prosecution, as well as to find out why the conviction rate is low and the 

process takes so long. 
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3. To determine and examine issues associated with inter-agency coordination and absence 

of jurisdiction. Considering the multi-regulator setup in India, this goal investigates how 

overlapping jurisdictions, fragmented mandates and absence of coordination across the 

agencies are impediments to effective enforcement. It also explores problems like 

duplication of studies, bottlenecks in procedure and time delays due to lack of division of 

responsibilities. 

 

4. To analyze key case studies to see how regulation worked and failed. This objective seeks 

to bring forward practical issues that regulatory authorities have to face, determine gaps 

in governance and oversight, and assess the effectiveness of remedial measures taken 

through a thorough study of major instances of financial frauds, including the Satyam 

Computer Services scandal, the Punjab National Bank fraud case and the yes bank crisis. 

 

5. To evaluate the systemic, procedural and technological restraint in detection and 

prevention of fraud. This involves evaluating how well the Indian regulatory authorities 

have embraced modern technology like artificial intelligence, data analytics and forensic 

accounting practices. It also analyzes the problem of shortage of skilled personnel, long 

time detection of fraud, and cross border investigation and recovery restrictions. 

 

6. To suggest amendments in improving the regulatory and enforcement system. According 

to the study results, this goal will be intended to propose legal, institutional, and 

technological changes. These are the increased coordination between agencies, 

harmonization of a statutory environment, the introduction of innovative technological 

equipment, better capacity building and alignment of Indian traditions to international 

norms to make sure to adopt a proactive and preventive attitude towards financial fraud. 

1.5 BREIF ABOUT THE STUDY 

 

 Financial fraud in India is a purposeful deception, deception or exploitation done in order 

to obtain illegal financial benefits. It could be in various forms like misuse of fund, 

accounting anomalies, insider dealing, Ponzi schemes or corporate structure abuse. Well-

known instances of fraud like the Satyam Computer Services scandal, the Punjab 

National Bank Nirav Modi scam, and the IL&FS crisis have over the years, indicated 
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weaknesses in the system of corporate governance and regulation. Such occurrences did 

not only lead to a massive loss of funds, but also built a negative impact on the 

confidence of the investors, creditors, and the general population. 

It is crucial to crack on financial fraud to ensure the health of Indian economy. Fraud leads 

to breaching of market integrity causing the loss of consumer-bank confidence and posing 

threats to bank and corporate stability. With any emerging economy such as India relying 

so much on domestic and foreign investment, the necessity to maintain a high level of 

transparency and accountability in financial dealings is important towards the stability of 

the economy and the beliefs of the investors. India has implemented a multi-agency 

regulatory framework to stop fraud7. Banks and non-banking financial companies are 

regulated by the Reserve Bank of India (RBI) under the ministry of finances which 

provides financial discipline. The securities market is regulated by another body. 

Within the Ministry of Finance called Securities and Exchange Board of India (SEBI) 

which oversights insider trading, stock manipulation, and unfair trade practices8. 

Companies are controlled by the Ministry of Corporate Affairs (MCA) which administers 

the Companies Act, 2013 and Serious Fraud Investigation Office (SFIO) examines major 

corporate frauds. The Enforcement Directorate (ED) that functions under the department 

of revenue, ministry of finance deals with money laundering, contravention of the 

Prevention of Money Laundering Act (PMLA) and contravention of the Foreign Exchange 

Management Act (FEMA). All these are authorities who are the biggest enforcers of 

financial discipline in India. 

However, even with this stratified structure, there is still a lot of difficulty in 

implementation.9 Procedural delays are common in investigations, there are overlapping 

jurisdictions that cause problems in coordination, and penalties do not always act as a 

deterrence to future misconduct. Although current literature has been preoccupied with 

statutory frameworks and landmark cases, there has been less emphasis on the realities of 

the enforcement agencies and the procedural realities of combating financial fraud. 

                                                             
7Ministry of Finance, Annual Report 2024-25, Department of Revenue, Government of India. 
8Securities and Exchange Board of India, Annual Report 2024–25, <https://www.sebi.gov.in (Accessed Jan. 

22, 2026). 
9Financial Action Task Force (FATF), Mutual Evaluation Report of India: Anti-money laundering and counter-

terrorist financing measures (2024). 
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REGULATORY FRAMEWORK & STATUTORY ANALYSIS 

2.1 REGULATORY BODIES: 
 

The Indian battle against financial fraud is based on a multi-regulator system, where each 

regulator is under a particular ministry with its own mandate. 

2.1.1 Reserve Bank of India (RBI)10 – RBI is a one of the part of the Ministry of Finance, 

and it oversees banks and NBFCs to identify the loan defaults, cyber frauds, and 

misreporting. As per the e official RBI site, a total of 82,099 cases of frauds with a total 

amount of close to 4.48 lakh crore were reported by the commercial banks in the 2018-2025 

period. Regardless less than 5 percent of these resulted in direct financial fines against banks 

and few were sent to specialized investigative agencies, revealing the ongoing disconnect 

between reporting of fraud and punitive action11.  

2.1.2Securities and Exchange Board of India (SEBI) -SEBI is also under the Finance 

Ministry and regulates capital markets, insider trading and corporate disclosures. According 

to RTI data of 2023, there has been a 35 percent increase in complaints of insider trading 

since 2018, but conviction rates are still under 10 percent. This is indicative of the difficulty 

in establishing intent in securities fraud.  

SEBI Annual Reports (2018-19 to 2023-24) indicate that every year the regulator releases 

data on the investigation of fraud, insider trading and financial misrepresentation, as well as 

the results of enforcement in terms of penalties and directions.12 

During FY 2024 25, SEBI launched 400 inspections on its numerous violations of securities 

science; a decision compared to 342 cases in FY 2023 24. The number of cases of insider 

trading increased drastically by 72 percent to 287 and the number of cases involving market 

manipulation and prices rigging barely increased to 106. Although the number of front-

running cases declined to 44, it was reduced to zero as compared to 83 in 2009. 

                                                             
10 Reserve Bank of India, ‘Financial Fraud Statistics and Regulatory Updates’ <https://rbi.org.in accessed 12 

April 2025. 
11 Reserve Bank of India, Annual Report 2024-25 (2025) (noting 82,099 cases reported in the 2018-2025 

period). 
12 Securities and Exchange Board of India, ‘Annual Report 2024–25’ <https://www.sebi.gov.in accessed 15 

April 2025. 
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Similar to the above, SEBI also conducted 301 such investigations in FY 202425 compared 

to 197 the previous year. More than 6,700 cases filed against aggressive trading on stocks 

reported disgorgement of more than 1,083 crores of illegal gains within the timeframe (2019 

to 2024). Most equally, SEBI has still received the most amount in penalties during FY2024-

25 of 813.83 crore even though violators 

have reduced by 26 percent to 463.  

However, in case of RTI request, SEBI 

has clarified that structured and 

complaint-specific data (more 

significantly the SCORES (SEBI 

Complaints Redress System) of the 

system) 13was not saved in distinct 

manner. Instead, the complainants and 

the researcher will be required to utilize 

the aggregated information that is 

presented in annual reports in Investor 

Protection & Complaints. Even though 

part of that is transparent, it also describes an accessibility gap to data which constrains the 

empirical research on SEBI enforcement performances.14 

 

2.1.3 Ministry of Corporate Affairs (MCA) - MCA oversees the company filings, 

corporate governance fraud, and breaches of the Companies Act through its Registrar of 

Companies. According to RTI responses, although thousands of fraud-related filings have 

been flagged since 2019, fewer than 15 percent of them were referred to prosecution.15 

 

                                                             
13 Securities and Exchange Board of India, ‘Investor Protection and Complaints: SCORES Data Aggregation’ 

<https://scores.gov.in accessed 10 March 2025. 
14 Securities and Exchange Board of India, ‘Investigation and Enforcement Statistics: FY 2024-25’ 

<https://www.sebi.gov.in/reports-and-statistics accessed 18 March 2025. 
15 Ministry of Corporate Affairs, ‘Annual Report on the Working and Administration of the Companies Act, 

2013’ (2025) <https://www.mca.gov.in accessed 28 March 2025. 

Financial 

Year 

No. of Cases Assigned for 

Investigation 
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2.1.4 Enforcement Directorate (ED) - 

The ED, which is a part of the 

Department of Revenue, Ministry of 

Finance, is an investigating agency that 

looks into money laundering and breach 

of foreign exchange regulations. As per 

RTI responses (2022), the number of 

high-value investigations has increased 

but the level of conviction under PMLA 

is very low in proportion to the number 

of cases registered. 

Since 2018, ED has probed more than 1,228 money-laundering cases concerning bank 

frauds, seized assets worth more than 80,000 crores and helped pull back over 23,258 crores 

to banks, which has led to a fall in the number of cases related to bank frauds.Money 

laundering cases based on bank fraud have gone up to 249 cases (2020-21), and the cases 

have begun decreasing to 232 (2021-22), 202 (2022-23), 115 (2023-24), and 66 cases (2024-

25).16Severe increase in ED enforcement cases (ECIRs) has been experienced since 2019-20 

as there is an average of 788 cases recorded per year between the period of 2019-20 and 

2024-25, an increase almost five times that experienced before. 

As on 31 December 2024, properties of total value of about 96000 crores (approximately) 

have been attached under PMLA by the Adjudicating Authority of which more than 84000 

crores have been so attached since 2012-13. The single-year attachment of the highest 

numbers was 13,175 crore in 2018-19 followed by 11,237 crore of the 2023-24 and 9,484 

crore in 2024-25.Between 2014 and 2025, ED had only about 5,297 cases registered under 

PMLA and only 40 convictions thus far, where about 31 convictions occurred only after the 

amendments to the act in 2019. 

In the period January 2020 to July 2025, ED recorded an approximate number of 5,063 

money laundering cases and a conviction rate of more than 92% with 38 cases out of 41 

                                                             
16 Enforcement Directorate, ‘Annual Report 2024–25’ <https://enforcementdirectorate.gov.in accessed 18 April 

2025. 

2017–18 22 

2018–19 33 

2019–20 26 

2020–21 20 

2021–22 14 

2022–23 7 

2023–24 5 
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cases decided. During this stage, order to seize assets valued at more than 15,600 crore 

rupees had been obtained. 

2.1.5 Serious Fraud Investigation Office (SFIO) - SFIO is a body that investigates 

complex corporate frauds that involve forensic and multi-agency coordination and operates 

under the MCA. RTI responses showed that despite the doubling of the number of cases 

being referred to SFIO in the 2018- 2023 period, successful prosecutions remain few 

because of evidentiary and procedural challenges. 17 

The combination of these regulators makes up the backbone of the Indian fraud enforcement 

system. But in all agencies, RTI evidence shows that there is a gap between detection and 

final enforcement. Although ministries have granted regulators statutory powers, their 

capacity issues, delays of procedures, and evidentiary requirements limit the results. 

Agency connections must be improved while investments in organizational training will 

prove essential. The combination of strict regulatory enforcement with ethical principles in 

policies enables an effective solution to enduring compliance challenges while creating an 

atmosphere of ethical business governance. India will progress its corporate governance 

standards to  

global standards by maintaining sustained efforts supported by technological advancement 

and stakeholder participation.  

STATUTORY FRAMEWORK: LAWS GOVERNING THE FINANCIAL FRAUDS 

 

2.2.1 The Companies Act, 2013 

Section 447 is about the Punishment & Fraud, 18till 2013 the definition of fraud was normally 

tried as a general crime (like cheating or forgery). Section 447 changed this, by creating a 

specific corporate offence19. The prime focus of the definition includes any act, omission or 

concealment of fact which includes the intention to deceive, whether the gain or loss is a 

wrongful gain or wrongful loss. This means that a "victimless" misrepresentation on balance 

sheet can be an event that gives rise to criminality. 

                                                             
17 Serious Fraud Investigation Office, ‘Summary of Cases Assigned for Investigation 2017-2024’ 

<https://sfio.gov.in accessed 10 April 2025. 
18 Companies Act, 2013, § 447, No. 18, Acts of Parliament, 2013 (Ind.). obligations of the statutory auditor). 
19Id.  
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The offence and the penalty prescribed under this act is a cognizable and non-bailable offence. 

If the fraud is of "public interest" then the minimum sentence is 3 years which may extend to 

10 years and a fine which may extend to 3 times the value of the loss. The act also deals with 

the concept of piercing the corporate veil where investigators can pierce the curtain which 

hides the corporate veil to charge the directors,20 promoters or key managerial personnel 

(KMP) individually. 

Auditor is a Whistle Blower according to Section 143. Earlier the auditor was the agent of the 

shareholders. With Section 143(12) the auditor becomes the agent of the State. Where the 

auditor suspects that a fraud is being committed by the officers or employees of the company 

against the company, then he/she is required to report the matter to the Board or the Audit 

Committee (which is mandatory) of the company.  

If the fraud is more than a certain amount (presently 1 crore), then he/she is required to report 

it to the Ministry of Corporate Affairs (MCA) within a stringent time frame (60 days). 

Failure to report attracts heavy personal liabilities on the auditor, but sometimes auditor is 

expected to act as a watchdog, not a bloodhound. This section deals with the first line of 

defence (internal audit). While the statutory auditors audit the final accounts, Section 138 

21mandates internal audit on certain types of companies (listed companies and large unlisted 

companies). 

The law requires companies to identify certain control gaps in companies to ensure that it 

cannot be exploited for fraudulent purposes. It is not an annual audit like the statutory audit, 

although not so continuous. It is an early warning system to detect inventory wastage, 

purchase fraud or payroll fraud. 

 

2.2.2 Serious Fraud Investigation Office (SFIO) 

Serious Fraud Investigation Office (SFIO) is a multi-disciplinary team comprising of banking, 

corporate law, forensic audit, taxation and IT experts under Section 21222 of the Companies 

act. Exclusive Jurisdiction: Once a case is transferred to the SFIO, no other investigative 

authority (such as State Police) can investigate that case. the SFIO is to be transferred all the 

                                                             
20 Id.  
21 Companies Act 2013, s 138. 
22 Companies Act 2013, s 212. 
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files. unlike other civil regulators, the SFIO has a power to arrest a person if they believe that 

he is involved in a fraud (Section 447). The report of the SFIO to the Special Court is treated 

as if the report is submitted by a Police Officer (charge sheet), this slows down the process of 

trial. 

2.2.3 The National Financial Reporting Authority 

National Financial Reporting Authority was established under section 132 of the companies 

act, to address the problem of independence of auditors. Earlier, the auditors were regulated by 

the ICAI (peer-reviewed organisation)23. The NFRA is an independent quasi- judicial 

regulator. It makes recommendations to the Central Government on accounting and auditing 

policies. It may investigate into "professional misconduct" in listed companies and large 

unlisted companies by chartered accountants. The NFRA can slap penalties up to 5 times the 

fees earned on an audit firm and can disqualify an audit firm or auditor or 10 years' practice. 

This provides a great deterrent effect of collusive auditing where auditors close their eyes for 

high audit fees. 

2.2.4 Prevention of Corruption Act (PC Act), 1988 

The Prevention of Corruption Act (PC Act), 1988, and the Prevention of Money Laundering 

Act (PMLA), 2002 These are two acts which aim to, respectively, destroy the financial 

motivation for the crime, the source of the money and its eventual concealment. The PC Act 

provides a special legal framework to deal with bribery and misuse of power, an essential cure 

when the financial crime under consideration is of a grand nature and involves the public 

sector banks or government contracts. The criminalisation of the act of a public servant to 

receive an undue advantage makes the investigations easier and the Act allows the investigator 

to bypass the complexities of the usual contract law and focus on the breach of public trust and 

the financial system.  

The 2018 amendment has also extended the Act to hold the corporations liable for offering 

bribes and in fact, corporations have been put under the burden to ensure adequate internal 

compliance programs to avoid criminal prosecution of their employees. The PMLA is a 

primary legislation of tracking the profits of crime, which is driven by the consideration that 

                                                             
23 M L Bhasin, ‘Corporate Governance and Forensic Accounting in Fraud Prevention’ [2022] 14 Global 

Journal of Management and Business Research 45 

<<https://journalofbusiness.org/index.php/GJMBR/article/view/3702>accessed 15 February 2026. 
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the money laundering in view of the predicate crime (such as one for fraud or cheating) is 

itself a crime and a grave one too.  

The Act ensures that under the administration of the Enforcement Directorate (ED), the 

provisional attachment and later confiscation of property so as to prevent the perpetrator from 

enjoying the fruits of their fraudulent workings or offensive as the case goes on. This act is 

special in its evidentiary conditions whose evidence is often put on the accused to prove that 

their property was gained in toxicated ways after a prima facie connection has been 

established with the crime.  

Further, the PMLA encourages the required international co-operation and it is possible for the 

Indian government to make use of the exchange-of-information treaties and mutual legal 

assistance for the purpose of tracing the illegal money in the offshore tax havens. 

2.2.5 Bharatiya Nyaya Sanhita, 2023 & Bharatiya Sakshya Adhiniyam, 2023 

The replacement of the Indian Penal Code and the Indian Evidence Act with new Bharatiya 

Nyaya Sanhita (BNS), 2023 and Bharatiya Sakshya Adhiniyam (BSA), 2023 respectively, is a 

significant step in the direction of a technologically and structurally sound criminal justice 

system. The Bharatiya Nyaya Sanhita (BNS) has reclassified the traditional crimes and has 

broadened its ambit to the realities of a changing economics. Section 316 24is a Criminal 

Breach of Trust, this is an offence that occurs when there is dishonest misappropriation of 

property by a person in a position of trust (such as bankers, brokers or agents) and is 

punishable with life imprisonment. 

Section 31825 of the BNS defines the offence of Cheating, which is an attempt to dishonestly 

deceive another person to deliver the property or to refrain from doing an act that he/she 

would otherwise have done. It defines the dishonest concealment of facts as deception, which 

is a very crucial element in the charges of complex non-disclosure in financial agreements.  

Section 111 26of the BNS is a major leap of considering as Organized Crime in particular 

economic crimes, such as mass-marketing scams, hawala deals and bank scams. This section 

is subject to much severe penalty and takes into account the syndicated nature of today's 

                                                             
24 Bharatiya Nyaya Sanhita 2023, s 316 
25 Bharatiya Nyaya Sanhita 2023, s 318. 
26 Bharatiya Nyaya Sanhita 2023, s 111 
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financial crime. Now forgery is taken into account by Section 336,27 which explicitly mentions 

the forgery of an electronic record, made with the intention to cause harm or prove a 

fraudulent statement, so that the tampering of an electronic document is punishable as a 

serious offence as the tampering of a physical document. 

2.2.6 Bharatiya Sakshya Adhiniyam (BSA) 

The Bharatiya Sakshya Adhiniyam (BSA) is a significant change of the way these offences are 

proved and also, in recognising the reality of the 21 st century. Section 2(d)28 expands the term 

of document to include electronic and digital records, that is, emails, server logs, phone 

messages and even GPS data. The most crucial procedural modification occurs in Section 57 

29that states that electronic or digital records should be considered as primary evidence if they 

have been removed from custody. This removes the tag of secondary evidence that has 

resulted in enormous backlog in cyber-fraud cases. 

The BSA, section 61, 30provides that the admissibility of a record cannot be challenged on the 

basis that the record is in electronic form and section 61 ensures that electronic evidence will 

have the same weight as any other form of paper record. 

To preserve the validity of the evidence section 6331 provides stringent conditions under which 

the admissibility of electronic records can be determined. This provides for the submission of 

a certificate (bearing the signature of the person who was in charge of the device and an 

expert) to identify the record and explain its preparation which establishes the chain of custody 

of electronic evidence. 

2.2.7 The Benami Transactions (Prohibition) Act of 1988 

 The Benami Transactions (Prohibition) Act (1988) (as amended in 2016) is an important law 

in the prevention of the doctrine of layering, where a Benamidar (name-lender) is holding 

property for the Beneficial Owner (contributing funds). The Central Government has the 

power to seize such properties without compensation (Section 5)32 and Section 3 33is a 

punitive provision of up to 7 years of imprisonment for the offenders of such sham transaction. 

                                                             
27 Bharatiya Nyaya Sanhita 2023, s 336 
28 Bharatiya Sakshya Adhiniyam 2023, s 2(d) 
29 Bharatiya Sakshya Adhiniyam 2023, s 57. 
30 Bharatiya Sakshya Adhiniyam 2023, s 61 
31 Bharatiya Sakshya Adhiniyam 2023, s 63 
32 Benami Transactions (Prohibition) Act 1988, s 5 
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The Act has also ensured that the Benami transactions would be rigorously disposed of in a 

technical, expedited manner rather than clogging the traditional civil court system, by 

introducing a special three-tiered enforcement mechanism, such as the Initiating Officer, 

Adjudicating Authority, and the Appellate Tribunal.34 

2.2.8 The Fugitive Economic Offenders Act (FEOA), 2018 

Fugitive Economic Offenders Act (FEOA), 2018 was passed to address the specific problem 

of high-value fraudsters fleeing the Indian territory to avoid arrest. Under Section 435, a 

Fugitive Economic Offender is a person in respect of whom a warrant of arrest has been issued 

for a scheduled offence of 100 crore or more and who has also left India to avoid arrest. 

The FEOA also authorises the sequestration of all properties of the offender even though they 

are not directly linked with the crime proceeds, which is a useful provision of Section 1236, 

which intends to sell the global net worth of the offender to bring him or her to India. 

2.2.9 FEMA 1999) & SEBI Act, 1992 

These are complemented by the foreign Exchange Management Act (FEMA), 1999, which 

regulates the movement of money across borders; the act under Section 13 provides these 

heavy civil forfeitures to illegal transfer of foreign exchange or the use of illegal hawala routes 

of money used in corporate fraud. The capital markets act, the SEBI Act, 1992, has 

empowered the market regulator to dissuade any fraudulent and unfair trade practices 

(PFUTP) such as insider trading, market manipulations, etc, and issue a claw-back order to 

recover illegal profits of the fraudsters to the advantage of the retail investors.   

CASE STUDIES & ENFORCEMENT ANALYSIS 

3.1 PNB–Nirav Modi Case (2018): Case Study & Enforcement Analysis 

 

3.1.1 Modus Operandi & Nature of Fraud 

The PNB-Nirav Modi scam involved illegal issuance of the Letters of Undertaking (LoUs) to 

the tune of almost ₹14,000 crore. 37The scam was based on a major operational flaw that the 

                                                                                                                                                                              
33 Benami Transactions (Prohibition) Amendment Act 2016, s 3. 
34 Abhinav Gupta, ‘Evaluation of the Three-Tiered Enforcement Mechanism under the Benami Act’ (2024) 

12(1) NALSAR Law Review 45, 52. 
35 Fugitive Economic Offenders Act 2018, s 4. 
36 Fugitive Economic Offenders Act 2018, s 12. 
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SWIFT system was not connected to the Core Banking System (CBS). Officials in the Brady 

House branch issued LoUs via SWIFT, but not via CBS; thus the internal audit and control 

measures were bypassed. 

These LoUs allowed Nirav Modi's companies to access credit from Indian banks' international 

branches. The money was then siphoned and laundered through a web of intermediary 

companies in various countries, such as Hong Kong, Dubai and the US. Through a series of 

transactions and round-tripping, the appearance of genuine trade was created, while hiding the 

real source and destination of the funds.38 

This scheme demonstrates how technological vulnerabilities and human complicity can enable 

large-scale financial scams in the presence of regulatory controls.  

 

3.1.2 Role of Regulatory & Investigating Authorities 

The unravelling of the scam prompted action by several regulatory and law enforcement 

authorities. The Reserve Bank of India (RBI) has taken immediate actions to address the 

problem by prohibiting the issuance of LoUs and Letters of Comfort (LoCs) and requiring 

SWIFT to be integrated with CBS for real-time monitoring. 39 

The Central Bureau of Investigation (CBI) launched criminal investigations,40 in terms of 

offences like cheating and conspiracy, and linked the role of bank officials and corporate 

entities. The Enforcement Directorate (ED) invoked the Prevention of Money Laundering 

Act (PMLA), 2002, in tracing the movement of money and seizing assets in India and 

overseas. 

The Ministry of Corporate Affairs (MCA) and the Serious Fraud Investigation Office (SFIO) 

also looked into corporate entities and financial dealings and identified the use of shell 

companies. This multi-pronged approach is indicative of the enforcement challenges in the 

                                                                                                                                                                              
37  Punjab National Bank, ‘Report on Fraudulent Issuance of Letters of Undertaking’ (Press Release, 14 

February 2018) <https://www.pnbindia.in accessed 18 February 2026. 
38 S Mangala and R Soni, ‘Analysis of Banking Industry Financial Frauds: Case of PNB and Nirav Modi’ 

(2025) 14(2) RDIAS Journal of Management 112 
39 Reserve Bank of India, ‘Discontinuation of Letters of Undertaking (LoUs) and Letters of Comfort (LoCs) for 

Trade Credits’ (Notification RBI/2017-18/139, 13 March 2018). 
40 Central Bureau of Investigation, ‘CBI Files Supplementary Charge Sheet in ₹14,000 Crore PNB Fraud Case’ 

<https://cbi.gov.in accessed 18 February 2026. 
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realm of financial fraud in India, where specific agencies deal with various aspects of the 

crime.  

3.1.3 Weaknesses & Loopholes 

Despite this strong legal framework, there were enforcement gaps evident in the case. 

Firstly, internal banking controls failed, as officials were able to circumvent the system 

undetected for some time. Secondly, there was a failure of audit controls as neither internal 

nor concurrent auditors detected the irregularities, suggesting weak control. 

Thirdly, real-time technological solutions to integrate SWIFT and CBS were not in place, 

leaving the fraud undetected. These included lack of coordination among law enforcement 

agencies, resulting in delays in investigation and prosecution. 

Additionally, the involvement of shell companies obscured beneficial ownership, leading to 

legal complexities. Transnational aspects of the fraud also posed challenges for extradition 

and asset recovery, highlighting the challenges of local enforcement in the fight against 

transnational financial fraud. 

This is part of the bigger problem - the enforcement gap in the detection of fraud. 

3.1.4 Regulatory Changes & Enforcement Regime 

The PNB scam resulted in India's financial and legal system being reformed. The passage 

and implementation of the Fugitive Economic Offenders Act, 2018 41tackled the problem of 

economic offenders fleeing India, by allowing their assets to be confiscated. Application of 

the PMLA was more rigorous enabling active tracing and freeze of assets. 

In addition, regulatory changes in the banking sector brought in enhanced due diligence, 

collateral and end-use of credit facilities. SWIFT and CBS were integrated, making the 

occurrence of such scams less likely. 

The creation and strengthening of the National Financial Reporting Authority (NFRA) 

improved audit practices, which were lacking in the case.42 In sum, the fraud provided an 

impetus to improve India's enforcement framework, showcasing how laws and regulations 

are often developed in response to major frauds. 

                                                             
41 Fugitive Economic Offenders Act 2018, s 4. 
42 ‘Nirav Modi Scam: Why We Need Banking Reforms’ (Governance Now, 2024) 

<https://www.governancenow.com accessed 15 March 2026. 
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3.2 Yes Bank Crisis (2020) 43 

3.2.1 Crisis & Modus Operandi 

The 2020 Yes Bank crisis was not a case of outright fraud, rather a systemic banking crisis 

due to corporate governance and risk management issues. The bank had taken an aggressive 

approach to lending by providing credit to distressed corporations, including large business 

conglomerates with poor creditworthiness. This led to a build-up of Non-Performing Assets 

(NPAs), which were supposedly underreported. 

The situation was exacerbated by the practice of evergreening loans by issuing new loans to 

service existing loans and thereby hiding the bank's financial distress. There were also 

allegations of misclassification of bad assets and inadequate disclosure, misleading investors 

and the regulator. 

Therefore, compared to PNB, the Yes Bank crisis also demonstrates that mismanagement 

and governance issues, rather than fraudulent activities, can cripple a financial institution. 

3.2.2 Intervention by the regulator (RBI) 

The Reserve Bank of India (RBI) was the key adjudicator and regulator in the crisis. As the 

crisis was unfolding and confidence was eroding, RBI put a 30-day ban on withdrawals from 

Yes Bank in March 2020 to prevent a bank run and panic.44 

RBI took unprecedented steps by: 

Replacing the Board of Directors and dismissing the management Bringing in a new 

administrator Designing a reconstruction plan, in which other banks, led by State Bank of 

India (SBI),45 provided funds to Yes Bank and gained equity stake. This step ensured the 

continuity of banking operations and safeguarded the interests of depositors, and proved the 

RBI's role as the lender of last resort and the stabiliser of the system. 

3.2.3 Regulatory Weaknesses & Failures46 

India's financial system has several gaps, highlighted by the Yes Bank crisis. Firstly, 

corporate governance was compromised, with the management taking excessive risks in 

                                                             
43 Salil Gupta, ‘India: Yes Bank Moratorium, 2020’ (2025) 7(2) Journal of Financial Crises 157 
44 Reserve Bank of India, ‘Yes Bank Ltd. Reconstruction Scheme, 2020’ (Notification No. 

DOR.BP.BC.No.39/21.04.141/2019-20, 13 March 2020). 
45 State Bank of India, ‘Investment in Yes Bank under Reconstruction Scheme’ (2020) <https://sbi.co.in 

 accessed 19 February 2026. 
46 ‘The Anatomy of a Crisis: Yes Bank’ (Ideas for India, 20 February 2025) <<https://ideasforindia.in> 

accessed 22 February 2026. 
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lending. Secondly, risk management was poor, leading to the build-up of stressed assets. 

Secondly, there was a lack of timely regulatory action. While there were early warning signs 

about asset quality and financial stress, it was not promptly addressed, questioning the 

effectiveness of the supervision. Moreover, the crisis reflected shortcomings in disclosure 

standards, with misreporting of NPAs deceiving stakeholders. This led to weak market 

discipline and confidence. 

These shortcomings are indicative of systemic issues, such as regulatory forbearance, poor 

internal governance and oversight of private banks. 

3.2.4 Impact & Regulatory Reforms 

The Yes Bank crisis had regulatory and policy repercussions. 47RBI's actions avoided a 

potential systemic crisis and reaffirmed depositor faith. The bailout plan, with SBI and other 

banks injecting capital into the bank, prevented its closure. 

Since the crisis, there has been a focus on: 

• Improving corporate governance in private sector banks 

• Improving risk and compliance arrangements 

• Enhancing regulatory oversight and early warning indicators 

• Implementing stronger disclosure and transparency measures 

The crisis also emphasised the need for the role of RBI in ensuring financial stability and the 

need for early intervention to arrest financial stress.  

3.3IL&FS & DHFL Crisis: NBFC & Enforcement 

3.3.1 Nature of Crisis & Modus Operandi 

The default of Infrastructure Leasing & Financial Services (IL&FS) and Dewan Housing 

Finance Corporation Ltd. (DHFL)48 is a crisis in the Indian Non-Banking Financial 

Company (NBFC) sector, marked by systemic financial mismanagement, over-leveraging 

and governance issues. In 2018, IL&FS failed to meet several debt obligations, causing a 

                                                             
47 S Varma, ‘The Yes Bank Crisis: Corporate Governance, Supervision and Resolution’ [2021] 59 Economic 

and Political Weekly 24 <<https://www.epw.in/yes-bank-crisis-governance-resolution> accessed 18 February 

2026. 
48 V Rao, ‘DHFL, Related Party Transactions and Insolvency Governance’ [2022] 12 Corporate Insolvency 

Law Review 58 <https://cilr.in/dhfl-related-party-transactions accessed 22 February 2026. 
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financial crisis in the sector. Excessive borrowing, inadequate risk assessment of projects 

and misallocation of funds, especially in infrastructure financing, led to the crisis.  

Likewise, DHFL was implicated in diversion of funds through shell entities and 

evergreening of loans and fraudulent lending, where funds were directed to related parties. 

These cases highlighted how the NBFCs, with less regulatory oversight than banks, were 

exposed to murky transactions and undisclosed risks. 

So, these examples demonstrate how the risk in NBFCs has built up, rather than isolated 

fraud, resulting in financial contagion. 

3.3.2 Adjudicating & Regulatory Bodies 

The management of both cases of IL&FS and DHFL was primarily under the purview of the 

National Company Law Tribunal (NCLT), which commenced insolvency proceedings to 

protect the interests of creditors and to restructure the group. National Company Law 

Tribunal. For IL&FS The Government replaced the board with a new management. A 

resolution plan was implemented to categorise assets and staggered resolution. For DHFL 

Insolvency under the IBC resulted in resolution through sale and restructure.  

Further, the National Financial Reporting Authority (NFRA)49 contributed by scrutinising 

the audit lapses and professional negligence, highlighting the auditors' responsibility to 

detect financial anomalies. National Financial Reporting Authority. Other regulators like the 

RBI, SEBI, and ED also played their role through surveillance, investigation and 

enforcement activities, suggesting a regulatory approach involving multiple agencies. 

3.3.3 Regulatory Weaknesses & Failures 

These scandals highlighted the vulnerabilities in India's financial and regulatory framework. 

Firstly, there were issues with NBFC regulation, where systemic risks and heightened 

leverage were not detected for an extended period of time. Secondly, there were failures in 

corporate governance, as boards of directors failed to provide effective oversight of 

management. Thirdly, there were audit failures, where auditors failed to detect fraud and 

incorrect reporting of financials.  Third, regulators failed to find red flags and take timely 

action. The intricacy of financial arrangements and interconnected lending also posed 

challenges. Further, the resolution process was often delayed owing to legal and procedural 

                                                             
49 National Financial Reporting Authority, ‘Orders Relating to Audit Misconduct in Financial Reporting Cases’ 

(2023) <<https://nfra.gov.in> accessed 22 February 2026. 

https://www.ijalr.in/
https://nfra.gov.in/


 

VOLUME 6 | ISSUE 4                                      MAY 2026                                     ISSN: 2582-7340 
 

For general queries or to submit your research for publication, kindly email us at ijalr.editorial@gmail.com 
https://www.ijalr.in/ 

© 2026 International Journal of Advanced Legal Research 
 
  

constraints, especially in large insolvencies. Inter-sectoral coordination issues also surfaced 

due to multiple regulators.50 

The deficiencies highlight the common problem with the enforcement framework in India of 

well-drafted laws but poor implementation and timeliness. 

3.3.4 Effect & Reforms in Enforcement Framework 

India's financial sector regulatory framework was reformed in response to the IL&FS and 

DHFL crises. Initiation of insolvency proceedings under IBC enhances the functioning of 

NCLT in dealing with large financial defaults and safeguarding creditors' interests. 

Reforms in the post-crisis period helps in strengthening of NBFC regulations by RBI such as 

enhanced monitoring and regulatory requirements, greater scrutiny of audit practices and 

increased accountability (NFRA), better management of risks and disclosure standards, 

improved corporate governance and board oversight.  

These helped in tracking of systemic risks and strengthening of financial sector. But issues 

like protracted resolution and enforcement lapses remain.  

3.4 Critical commentary 

3.4.1 PNB - Nirav Modi Scam 

While the RBI's ban on Letters of Undertaking and SWIFT-CBS integration successfully 

plugged the hole that allowed the fraud to take place, these decisions were made after 

significant losses had been incurred. This was thus a reactive response. The ED and CBI 

took many action to recover the funds and prosecute, but convictions and recovery likely 

was delayed by global extradition challenges and international jurisdictional complexities. 

These took several years to resolve, demonstrating that cross-border fraud cases cannot be 

resolved quickly. 51The key constraints were inadequate bank controls and auditing, lack of 

agency coordination, and inefficient international cooperation. 

3.4.2 Yes Bank Crisis 

The moratorium, board replacement and reconstruction plan imposed by the RBI 

successfully avoided panic and contagion. The rescue was a success in terms of crisis 

management. But the need for emergency intervention also suggests supervisory 

                                                             
50JD Supra, ‘Understanding India’s Evolving Legal and Regulatory Framework for Combating Financial 

Fraud’ (2023) <https://jdsupra.com> accessed 12 March 2026. 
51JD Supra, ‘Understanding India’s Evolving Legal and Regulatory Framework for Combating Financial 

Fraud’ (2023) <https://jdsupra.com> accessed 12 March 2026. 
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intervention was delayed, despite signs of problem assets and poor governance. Because this 

was more a prudential than a criminal failure, the focus was not on convictions but 

restructuring. 52Restructuring and accountability proceedings took a long time. Anticipatory 

supervision was delayed other than the absence of powers. 

3.4.3 IL&FS & DHFL Crisis 

Rescues, insolvency and inquiries prevented chaotic bankruptcy and provided an avenue for 

creditor recovery. This helped to calm markets. But concluding resolution processes were 

slow due to complex group structures, litigation, multiple creditors and valuation issues. In 

these cases, restructuring can take place before convictions, potentially resulting in "too 

slow" convictions. Key constraints were insufficient early leverage monitoring, poor 

governance, lengthy insolvency processes and confusion over regulators' jurisdiction. 53 

Across the three case studies, we find that while Indian authorities have considerable powers 

and they often "go big" in crisis, there are deficiencies in preventive monitoring, timely 

convictions, and fast procedures. The problem is not only lack of law and its provision, but 

timeliness in implementation, cooperation and enforcement.54 

SYSTEMATIC CHALLENGES RECOMMENDATION & WAY 

FORWARD 

 

4.1 Jurisdictional Overlaps: RBI vs SEBI vs ED 

The financial regulatory landscape in India is marked by a multi-regulator system, with 

regulators operating under different legal frameworks. The Reserve Bank of India (RBI) 

oversees banks and non-banking financial companies (NBFCs), the Securities and Exchange 

Board of India (SEBI) regulates capital markets and protects investors and the Enforcement 

Directorate (ED) investigates money laundering and economic crimes.55 

This division of labour allows for specialised knowledge, but also creates overlaps and gaps 

in enforcement. Complex financial scams, particularly those involving the banking, 

securities market and international trade, prompt simultaneous inquiries from various 

                                                             
52Ibid. (2023) 
53Ibid. (2023) 
54Ibid. (2023) 
55 ‘Conflicts of Jurisdiction between SEBI and Other Regulators’ [2024] 7(2) India Law Journal 18 

https://www.indialawjournal.org/archives/volume7/issue2/jurisdiction-conflicts accessed 15 February 2026. 

https://www.ijalr.in/
https://www.google.com/search?q=https://www.indialawjournal.org/archives/volume7/issue2/jurisdiction-conflicts


 

VOLUME 6 | ISSUE 4                                      MAY 2026                                     ISSN: 2582-7340 
 

For general queries or to submit your research for publication, kindly email us at ijalr.editorial@gmail.com 
https://www.ijalr.in/ 

© 2026 International Journal of Advanced Legal Research 
 
  

regulators. This leads to parallel investigations, inconsistent findings and delays in the 

process. 56On occasion, regulators take a "wait-and-see" approach by waiting for the 

findings of other regulators before taking action, thus delaying enforcement. 

Further, while there are mechanisms for coordination, turf wars and unclear jurisdictional 

demarcations plague inter-agency coordination. This is especially so in complex cases, such 

as those involving NBFCs or groups, where financial transactions cut through regulatory 

lines. 

A further aspect of this issue is the opacity and access to structured data. For example, 

although SEBI publishes aggregate enforcement statistics, granular complaint-specific data - 

particularly via platforms such as SCORES - is not easily available in a structured format.57 

This hampers independent assessment of regulatory effectiveness and accountability in the 

financial system.58 

4.2 Failure to Investigate and Prosecute59 

Another major issue with India's enforcement system is the slow process of investigation 

and prosecution of financial frauds.60 These cases involve intricate financial arrangements, 

cross-border aspects and a high volume of paper and electronic evidence. This makes multi-

agency co-ordination necessary for investigations, and results in procedural delays. 

These are exacerbated by legal complications, numerous appeals and evidentiary issues, 

which extend the adjudication process. In many cases, the enforcement agencies wait for 

preliminary investigations by regulators (such as RBI or SEBI) to file criminal cases with 

agencies such as ED or CBI. Such a procedure results in delays and provides opportunities 

for accused to take advantage of the process. 

Observational data also shows a declining trend in the number of cases taken up for 

prosecution despite increasing number of frauds, suggesting underutilisation of resources. 

                                                             
56 Sharma and Dutta, ‘Comparative Analysis of Financial Fraud Regulation: India v United Kingdom’ [2024] 

59(4) Economic and Political Weekly 24 https://www.epw.in/journal/2024/financial-sector/comparative-

analysis-financial-fraud-regulation.html accessed 17 February 2026. 
57 Securities and Exchange Board of India Act 1992, s 11. 
58 Unveiling Financial Frauds: Assessing the Effectiveness of Indian Regulatory Bodies’ [2024] 5 International 

Conference Proceedings 312 https://proceeding.unisayogya.ac.id/index.php/ic/article/view/99 accessed 20 

February 2026. 
59 A Roy, ‘Money Laundering and Regulatory Enforcement Challenges under the Prevention of Money 

Laundering Act’ [2024] 9 NALSAR Law Review 112 https://www.nalsar.ac.in/lawreview/money-laundering-

regulatory-enforcement-challenges accessed 24 February 2026. 
60 Prevention of Money Laundering Act 2002, s 45. 
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Agencies like SFIO, 61although armed with expertise, have a comparatively lower number of 

cases to deal with financial frauds in the economy. 

These delays undermine the deterrent impact of enforcement, loss of public trust and bring 

down the overall confidence in the regulatory enforcement. 

The graph (Fig:1) trend suggests that within the space of six years, the cases have come 

down to nearly 80 percent whereas the number of reported corporates defrauds has increased 

during the same period. The mismatch between the scale of the frauds and the handful of 

cases the SFIO has identified show some signs of systematic underuse of the enforcement 

resources and the enforcement process is questionable. 

4.3 Scanty Use of Forensic/Artificial Intelligence Based Monitoring. 

With the growing technological interventions in the financial system, forensic accounting, 

artificial intelligence (AI) and data analytics play an important role in the detection of fraud. 

Yet, in India, the use of such tools is not widespread.62 

While some regulators and banks have started to adopt risk-based monitoring and pattern 

recognition, a significant part of fraud detection is still based on manual audits, periodic 

inspections and whistleblowing. This means that frauds are detected only after significant 

losses have been incurred.63 

Insufficient forensic skills and cyber investigation capability further hampers enforcement. 

Further, lack of data matching systems among regulators hampers real-time monitoring of 

suspicious transactions. 

As a result, enforcement in India remains largely reactive and needs to be proactive, through 

technological upgrades and capacity building. 

4.4 Cross-Border Enforcement & Extradition 

Increasingly, financial frauds have a cross-border dimension with involvement of offshore 

entities, tax havens and international money transfers. This poses problems for Indian law 

enforcement authorities. Matters involving big ticket economic criminals, such as fugitives, 

                                                             
61 Serious Fraud Investigation Office, ‘Investigation Case Load Data 2017-2024’ (MCA 2024). 
62 S Kumar and A Grisdhar, ‘Cyber Fraud and Regulatory Challenges in India’ [2024] 3 ICPSYSH2 

Conference Proceedings 201 https://icpsysh.org/proceedings/2024/cyber-fraud-regulatory-challenges accessed 

2 March 2026.  
63 ‘Technological Barriers in Forensic Investigations’ [2025] 19 Journal of Digital Forensics, Security and Law 

114. 
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can involve extradition. Variations in legal principles, human rights protections and 

procedural safeguards of foreign countries result in delays in obtaining custody of the 

accused.  

Furthermore, transnational asset tracking and recovery is a slow and complex process, 

involving multiple jurisdictions and mutual legal assistance treaties (MLATs). 64Lack of an 

efficient and effective international enforcement regime also creates challenges. 

This gives rise to cases where enforcement is slowed or watered down, thereby limiting the 

efficacy of domestic laws in combating international financial crimes. 

4.5 RECOMMENDATION & WAY FORWARD 

 

4.5.1 Strengthening Inter-Agency Coordination 

A key weakness of India's enforcement regime is the siloed operation of various regulatory 

agencies like the Reserve Bank of India, Securities and Exchange Board of India, 

Enforcement Directorate and SFIO. To avoid jurisdictional and time delays, it is necessary 

to set up a co-ordination forum or nodal fraud monitoring agency. 

This will enable real-time information exchange, coordinated investigations and collective 

enforcement approaches, which will prevent overlap and help streamline processes. The 

establishment of inter-agency task forces with defined responsibilities and deadlines would 

promote accountability and ensure timely and effective enforcement,65 particularly in multi-

sectoral fraud cases. 

4.5.2Adoption of Technologically and AI-Powered Anti-Fraud Systems 

The evolution of financial frauds calls for the use of cutting-edge technologies like artificial 

intelligence, machine learning and big data analytics. Both regulators and financial 

institutions need to move from reactive to proactive systems to detect fraudulent activities in 

real-time. 
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The combination of AI-based anomaly detection, blockchain-based monitoring and 

automated risk analysis can help shorten the detection time of fraud. 66Furthermore, creating 

centralised digital databases and inter-operable systems across different regulators will allow 

real-time monitoring of transactions and better enforcement of regulations.67 

4.5.3 Consolidation of Laws and Regulations 

India has a fragmented financial regulatory framework with several laws, including the 

Companies Act, Prevention of Money Laundering Act (PMLA), Insolvency and Bankruptcy 

Code (IBC) and the Securities and Exchange Board of India Act (SEBI) resulting in multiple 

jurisdictions and conflicts in procedures. It is important to harmonise and consolidate laws to 

eliminate uncertainties and multiple proceedings. 

Consistent guidelines on jurisdictional matters, sharing of evidence and agency co-

ordination should be established to enhance enforcement. Furthermore, reforms should seek 

to minimise delays in the legal process and to improve coordination between civil, 

regulatory and criminal actions in order to ensure the effectiveness of legal processes. 

4.5.4. Training and Development 

To enforce financial fraud laws, it is crucial to have expertise in forensic accounting, cyber 

forensics, and data analytics. Ongoing training and capacity building of regulatory 

authorities, law enforcement officers and judges is essential to stay updated on new financial 

crimes. 

Setting up forensic laboratories and special investigative units within law enforcement 

agencies can improve their capacity to tackle financial fraud. Partnerships with universities 

and international bodies can also enhance their technical expertise and facilitate knowledge 

transfer.68 

4.5.5. Adoption of International Best Practices 

India can learn from best practices in other international regulatory bodies like the U.S. 

Securities and Exchange Commission (SEC) and Serious Fraud Office (UK SFO). 
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These countries focus on robust whistle blower protection, 69fraud courts, quicker 

investigation times and efficient asset recovery. Adapting these practices to the Indian 

environment can result in better transparency, enforcement and conviction rates for financial 

fraud. 

4.5.6 Enhancing Corporate Governance and Compliance 

The first line of defence against financial fraud is at the corporate level with strong 

governance and compliance measures. Organisations should have more rigorous internal 

control, independent audit and risk management practices.70 

Government regulators should require greater disclosure, periodic compliance assessments 

and accountability of directors and senior management. Enhancing the independence and 

role of audit committees and independent directors can lead to greater oversight and 

detection of anomalies.71 Moreover, promoting an ethical business culture and compliance-

based governance will minimise fraud and help ensure long-term financial sustainability. 

It will also enable a single point of fraud oversight and empowered inter-agency taskforce to 

streamline the investigatory process, avoid resource wastage and combine enforcement. This 

will make the process clearer, reduce turf issues and accelerate decision-making. Increase 

the use of AI, machine learning and big data techniques by the regulators to monitor in real-

time, detect anomalies and predictions on risk. Promote the adoption of digital forensics 

approach and collaborative analytics platforms to enhance early detection of fraud.72 

Integrate and harmonise financial frauds legislation to define the scope and avoid 

overlapping in investigations and make them mutually recognisable. Create rules for inter-

agency co-operation to ensure delays are kept to a minimum and operations are as effective 

as possible.73 

                                                             
69 Raghavan and Gupta, ‘Whistleblowing Frameworks and Corporate Transparency in India’ [2023] 18 
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Provide regulators and law enforcement personnel with special training in forensic 

accounting, cyber forensics and data analytics. Create special cyber forensic units and 

collaborate with academia and other international agencies in refreshing the skills and 

techniques. It will also enable a single nodal fraud risk management body or/and a powerful 

cross-agency taskforce to centralise the investigation process, avoid overlaps and bring in 

enforcement agencies. This will make the process clearer, reduce turf issues and accelerate 

decision-making. 

Enhance the use of artificial intelligence (AI), machine learning and big data analytics by the 

regulators to track in real-time, identify anomalies and predict risk. Use cyber forensics and 

collaborative analytics platforms to enhance fraud prevention in the earlier phases of the 

crime cycle. 

Consolidate and harmonize laws on financial frauds to define roles and responsibilities and 

avoid overlap in investigations and allow outcomes to be recognised. Introduce specific 

guidelines on inter-agency cooperation to enable the reduction of time and increase the 

power of law enforcement. 

Enhance skills of regulators and law e nforcers through training on forensics, cyber forensics 

and data analytics. Create special cyber forensic units and collaborate with academia and 

other international institutions to update skills and tools. 

CONCLUSION 

In conclusion, fraud in the Indian financial system is a big risk to the integrity and stability 

of the economy, impacting their investor and corporate governance. While we have a 

complex multi agency regulatory framework that has several key regulators such as the RBI, 

SEBI, MCA, ED and SFIO, to detect, investigate and prevent frauds, there still remains 

some critical issues. The regulatory response is both weakened by jurisdictional conflicts, 

delays, failure to adopt the latest forensic and AI technologies, and has weak enforcement 

mechanisms across borders. Furthermore, weak whistleblower protection and someplace low 

conviction rates also reduce the enforcement deterrent affect. 

5.1. Revisit of Research Objectives 

The aim of the current study is to offer a critical review of the regulatory and enforcement 

framework in India to deal with financial fraud and evaluate if the legal and institutional 
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framework in place is adequate to prevent, detect, investigate, prosecute, and deter economic 

crimes. The modern concept of financial fraud is not only limited to cheating or 

embezzlement; it also encompasses corporate accounting fraud, bank fraud, insider trading, 

transfer of funds, shell companies, money laundering and offshore concealment of funds. It 

has a direct impact on investor and depositor trust, market integrity and even national 

economic development. In line with this, the research sought to: understand the legislative 

framework on fraud, powers of key regulatory bodies, enforcement results, weaknesses of 

the system, major case studies, and suggest reforms to improve the effectiveness and 

efficiency of the anti-fraud system74. These were the prime objectives of the study and have 

been largely achieved by way of doctrinal, institutional and empirical analysis.  

5.2 Overall Findings of Law and Institutions 

One of the key findings of the research is that India has a comprehensive array of laws to 

tackle financial fraud. The Companies Act, 2013 has provisions dealing with the punishment 

of corporate fraud, and powers to investigate serious offences.75 The Prevention of Money 

Laundering Act provides for tracing, attachment and seizure of property derived from 

crime76. The SEBI Act and other regulations prohibit insider trading, fraudulent transactions 

and practices, market manipulation and default in disclosure.77 FEMA oversees illegal 

foreign exchange transactions and transfer of funds. Insolvency laws also offer avenues of 

corporate rescue and creditor protection.78 These laws show that India has a comprehensive, 

specialised and multifaceted law that can deal with various aspects of economic crime.  

The regulatory system is also broad. The Reserve Bank of India regulates banks, non-

banking financial institutions and financial markets, the Securities and Exchange Board of 

India (SEBI) oversees securities markets, the Ministry of Corporate Affairs is responsible 

for enforcement of company laws, the Serious Fraud Investigation Office investigates 

sophisticated corporate frauds, and the Enforcement Directorate deals with money 

laundering and foreign exchange law violations.79 These authorities have considerable 

powers in terms of inspection, summon, search and seizure, attachment, freezing, penalties, 
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intervention and referral for prosecution. So the study concludes that the key problems with 

the Indian system are not the lack of powers, but the failure to effectively convert these into 

timely and effective enforcement.  

5.3 Enforcement Effectiveness 

A second key research question was to explore whether the regulatory powers are having a 

positive impact on enforcement. Our research shows a mixed bag. Regulators often 

investigate, issue show-cause notices, carry out inspections, levy fines and announce new 

measures in response to significant frauds. Such moves show the institutional ability and 

desire to act. But progress from investigation to final resolution can be slow. 

Proceedings may take years due to the complexities of financial fraud cases, which may 

involve large volumes of documents, multiple individuals, electronic evidence, shell 

corporations, overseas jurisdictions and intricate financial arrangements. Attachment of 

assets may be done early in the process, but confiscation or recovery may take longer. 

Likewise, cases may be charged, but conviction rates are relatively low, if compared to the 

number of investigations or complaints. This undermines deterrence, as certainty and 

timeliness of punishment are more important than severity.  

Thus, the study suggests, India is better at beginning rather than bringing to closure 

enforcement actions. The publicity of raids, attachments, investigations, or regulatory 

actions is strong, but the subsequent effects of lengthy adjudication is weak. In financial 

regulation, legitimacy is not just about the powers exercised to initiate action, but also about 

the timely and final exercise of power. 80 

5.4 Case Study Findings 

This study's case studies provide evidence in support of the above. 

The Punjab National Bank (PNB)81 Nirav Modi scam showed how loopholes in operations, 

internal controls and audit can help a massive fraud go undetected. Following exposure, the 

government took robust action in criminal investigation and prosecution, attachment of 

assets, extradition attempts, and banking reforms like the suspension of Letters of 

Undertaking and linking of systems for monitoring. But extended overseas proceedings and 
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slow recovery highlighted the difficulties in post-fraud recovery in cross-border cases. This 

case confirms that post-exposure measures cannot replace pre-emptive measures. 82 

The Yes Bank case revealed another but related lesson. It demonstrated that financial 

damage does not result only from fraudulent activities; poor governance, concentration of 

lending, failure to timely recognise stress and lax internal controls can also cause similar 

damage. The Reserve Bank of India managed to put a moratorium, change the management 

and oversee reconstruction, thereby forestalling the panic of the depositors and contagion. 

However, the need for emergency rescue implied that red flags were not heeded in a timely 

manner. The incident, therefore, emphasises the need for early intervention rather than 

subsequent rescue.  

The IL&FS and DHFL issues highlighted risks in the NBFC sector relating to excessive 

leverage, governance, disclosure, related-party issues and the timing of actions. Resolution 

measures provided market stabilisation and an avenue for creditor recovery. But the 

complexity and time involved reduced efficiency and showed institutional capacity problems 

when dealing with large systemic institutions. 83These cases demonstrate that although India 

has established strategies for containment and resolution, we need to improve early warning 

and rapid resolution. 

5.5 Regulatory Powers and Enforcement Gaps 

One key finding of this research is that India's fraud problem is not a legislative one, but an 

enforcement problem. India already has dedicated legislation and institutions. However, 

there are still some deficiencies. 

First, where there is overlap of different regulators, efforts may be redundant, evidence may 

not be shared promptly, and roles may be unclear. Frauds may involve a combination of 

banking, securities, money laundering, insolvency and corporate governance concerns. In 

the absence of clear coordination, multiple regulators may operate in a serial rather than 

simultaneous way.  

Second, another problem is Speed of disposal, Cases involving forensic accounting, 

electronic records, cross-border transactions, and multiple suspects take time to investigate, 
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but unnecessary delays in imposing sanctions, referring cases to prosecution, or prosecuting 

and sentencing cases also reduce deterrence.  

Third, availability of the technologies and its applicability. Some entities have introduced 

the risk of surveillance, risk and alerts, as well as data mining, but much remains reliant on 

the audits, regular inspections, and complaints. In the digital world, fraud detection needs to 

be quick and in real time. 84 

Fourth, Global and international enforcement is quite difficult. Economic offenders are 

increasingly relying on offshore entities, multiple remittances and overseas assets. Local 

powers that might be the robust, but extradition and recovery require a reliance on foreign 

powers and co-operation arrangements that may take time.  

5.6 How the Study Met its Objectives 

The study has achieved its aims in several ways. It analysed the legislative framework and 

showed that India has a vast array of laws against financial frauds. It mainly examined the 

powers of institutions which demonstrate that capacity that exists on paper. It assessed 

operational effectiveness and demonstrated the gap between detecting fraud, prosecuting 

cases and holding the perpetrators accountable. It used major case laws to show that how 

legislation is tested in real world practice and where institutional vulnerabilities lie. It also 

mapped common problems of delay, multiple and overlapping mandates, technological 

inadequacy and trans-border issues. Finally, it provided a reformist perspective on how India 

can enhance deterrence and regulatory effectiveness. 85 

Conclusion & Remarks  

India is at a critical juncture of financial regulation. It has already established the legal and 

institutional framework to tackle economic crime. The next step is to translate these legal 

advantages into efficient, coordinated, transparent and technology-enabled enforcement.86 

Cooperation between agencies, centralised intelligence collection and sharing, expeditious 

adjudication, specialised forensic investigation, whistleblower protection and proactive 

supervision are all needed. We also need to improve corporate governance to ensure that 
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corporate boards, auditors and top management are the first line of defence, not the first line 

of attack. 

If we are willing to pursue such reforms, India will not only transform from a scandal-based 

to a predictive, forensic, and credible system, but will also reinforce trust in its markets, 

attract investment, protect depositors, and drive sustainable economic growth. It is not just to 

ensure fraudsters are punished, but to maintain market confidence, instil investor faith, 

safeguard depositors, and fuel economic growth. The key to the success of the Indian anti-

fraud regime in the future will not be additional legislation, but efficient, timely and certain 

enforcement of existing laws.87 

India needs to enhance inter-agency coordination by a nodal fraud oversight body or an 

activated taskforce which can be centralised or empowered to build a healthy and 

transparent financial environment. This will also help in reducing operational load, 

redundancy and quicken the enforcement process. Concurrently, the adoption of new 

technology through the use of artificial intelligence-based fraud detection, cyber forensics 

and data analytics will help in monitoring malpractices in real-time and early detection of 

their presence.88 The need to streamline the statutes and demarcate jurisdictions is also 

important to prevent the redundancies in processes and provide a quicker prosecution. 

Cyber forensics and forensic accounting training will provide skill to the enforcement 

agencies, which are capable of also handling more complex financial crimes. International 

best practices, such as best practices of U.S. Securities Exchange Commission and UK 

Serious Frauds Office may help India to increase the deterrent effect of whistle blowers, 

create special courts to hear the fraud and improve the recovery of assets. 

Finally, the improvement of the corporate governance and compliance standards in different 

areas will not only help in prevention of fraud but also develop an ethical culture that will 

allow growth. With this commitment to adopt these strategic changes, India will be able to 

move from the reactive to proactive and preventive position, and hence, hedging its financial 

market, ensuring the investor protection and good health of the economy in general will be 

required to sustain the growth and maintain the reputation in the international arena. 
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