[ Chapter-3 ]

[ Accountability and Transparency ]

Accountability is the process whereby public sesvisodies and the individuals
working therein are to account for their decisiomsd actions including their
stewardship of public funds, fairness and all aspet performance. This would be
realized by developing and maintaining reliable arelevant financial and
non-financial information and by means of a faisalfosure of that information in
timely reports to internal as well as external stadders. That the accountability
obligations were not being always fulfilled is bgit out in the succeeding four case
studies and 23 instances featured in the InspeBgports for the period from 1 April
2008 to 31 March 2010.

General Administration Department

3.1 20 lakh remained unaccounted for due to non-adhere® to internal
controls

Rules 78 and 79 of Assam Financial Rules (AFR) igithat every payment should
: be supported by a voucher and Actual Payee’s Receip
DC, N.C. Hills, Haflong | (aApR). Further, according to Rule 95 of AFRBvery
drew 20 lakh by | receint and disbursement should be recorded ircaish
reconverting deposit at | oy Test-check (November 2009) of the record®®f
?:ILI JEEEES LT Gl (13 North Cachar Hills (N C Hills), Haflong revealedath

e it into Government .
account, resulting in 345.62 lakh was drawn (July 2(_)08) to meet expenglitur
misappropriation ~ of | for counter-insurgency operation. The amount, thus
220 lakh. drawn, was credited to DDO’s bank account bearing
number 6B-11315096998. Subsequently, the amount was
withdrawn (8 July 2008) from the bank account aiathdferred to Nazarat Branch of
the office.

According to payment register (subsidiary cash book Nazarat branch, out of
¥45.62 lakh, an amount @25.62 lakh was drawn in cash and spent for theqaarp
for which it was drawn an&20 lakh was converted (8 July 2008) to depositadit c
receipt in State Bank of India, Haflong branch. Uigo the amount was converted to
deposit at call receipt but the same was not takinaccount in the closing balance
of the main cash book. Audit scrutiny further diseld that the aforesaid deposit at
call receipt was encashed by DC on the very nextida 9 July 2008, but the amount
was neither recorded in the cash book nor any \enichPR etc., in support of
expenditure, were produced to audit, though cdibedIn reply, DC did not clarify
the whereabouts &20 lakh.

Thus, due to non-adherence to the financial promssior proper maintenance of cash
book in the Department, as provided in Rules 78ai@® 95 of AFR, an amount of
320 lakh remained unaccounted for which tantamourntednisappropriation of
Government money.
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The matter was reported to the Government in Fepra@10; their reply had not
been received (Augug010).

3.2 Failure of Deputy Commissioner, N.C.Hills, Hafbtng to conduct necessary
checks as per the Financial Rules as drawing andshursing officer

According to Rule 95 of Assam Financial Rules (AFR)Drawing and Disbursing
Officer (DDO) is personally responsible for accongt
Failure  of  Deputy | of all moneys received and disbursed and for tlie sa
Commissioner, N.CHills, | cystody of cash. The DDO should satisfy himself, by
Haflong  to  conduct | nerigdical examination, that the actual cash baanc
ESESEEly GIEn® & o corresponds to the balance as per cash book. Furthe

the Financial Rules as . . . :
drawing and disbursing DDO is required to verify day-to-day transactioatest

officer led to | €ach entry appearing in the cash book and autlagetic
misappropriation of | the analysis of daily/monthly closing balances. pks
%1.26 crore. Rule 7 of Assam Treasury Rules (ATR), all money

received or tendered to Government on account of
revenue of the State Government should be creditedsovernment account
immediately.

Test-check (November 2009) of the records of thpudeCommissioner (DC), North
Cachar Hills (N C Hills), Haflong revealed that:

i) DC, who also happened to be the DDO, took overgehan 27 February 2009
with a closing cash balance 31,32,28,345. DDO did not record a certificate ia th
cash book to the effect that the cash balance \gsiqally verified on the day of
assuming charge. Further, he neither attestedair¢odday transactions appearing in
the cash book since taking over charge nor conduaty physical verification of
cash with the required analysis of closing balaneesl hence exercised no control
over financial transaction that took place during period.

i) Further, audit analysis revealed that, on 27 Ma@92Mhew cashier resumed
charge and a new cash book was opened with ‘nénopy balance as the previous
cashier had not handed over any cash though theseawtual closing cash balance of
%1,26,39,961 on the previous day i.e., 26 May 2@B@9revealed from the entries in
the earlier cash book. The above fact was in tlwsviedge of the DC, however, there
was nothing on record to show that the matter styppropriation was reported by the
DC to the Government or intimated to the Accouni@eneral (A&E) and whether
any action was taken against the defaulting officia

iii) The closing cash balance comprised of Governmesgintees 3124.43 lakh)
and un-disbursed balancEL(97 lakh) without detailed analysis.

Thus, failure of the DC to exercise prescribed kbdor safeguarding resources led to
misappropriation oR1.26 crore. This reflected poor control environmeziating to
handling of cash in the Department.

The reply of the DC, N C Hills, Haflong forwardeg the Government (May 2010)
revealed that the DC accepted the observation aithted an investigation
(March 2010) at the instance of audit. Final repo#ewaited (August 2010).
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Revenue (General) Department

3.3 Lack of proper verification before releasing pgment to the contractor,
led to double payment for the same work

The Government of India’s decision (ii) below R@leof General Financial Rules
(GFR) provides that the expenditure should notrdoagfacie more than the occasion
demands. The Government of Assam, Revenue (GenBegpartment accorded
(October 2005) sanction f&¥1.50 crore from Calamity
Relief Fund for the work “Flood Damage Repair to
the Department resulted Guwahati Garbhanga Road for 2004-05" with the
in double payment of condition to execute the work through Public Works
%20.16 lakh. Department (PWD). The work was divided chainageswis
in seven groups. Chief Engineer, Public Works
Department (Roads) awarded (January 2006) the wiork
chainage 6200m to 6500m to a contractor at theetexdvalue oR20.16 lakh with
the stipulation to complete the work within 60 ddy@m the date of issue of work
order. The work was completed in August 2006.

Test-check (August-September 2009) of the recortisDG, Kamrup (Metro),
Guwabhati revealed that the passed bills ¥80.16 lakh for execution of the said
chainage (6200m to 6500m) were forwarded by éxecuting divisioh twice
(18 July 2007 and 11 June 2008) to the DC for paymBC, without proper
verification, made payment to the contractor adgathe bills, dated 30.10.06 and
19.07.07. On this being pointed out in audit, thescaiting division admitted
(September 2009) the double payment and stated ttat excess payment
(X20.16 lakh) was recovered from the contractor’s. lbllowever, further scrutiny
revealed that the recovery was yet to be effecedha bill from which the said
recovery was proposed to be made was unpaid (A2IEY).

Failure to exercise
required verification by

Thus, disregard of the mandatory checks of comsulprevious records by the
Executive Engineer as well as by the DC led to teoyayment for the same work
resulting in defalcation ¢¥20.16 lakh.

Panchayat and Rural Development Department

3.4 Payment for materials against fictitious cerficates of receipt of materials
and in violation of guidelines on DRDA Administration and NREGS,the Project
Director incurred unauthorised expenditure

Project Director, District Rural S_ampoprna _Gramee_n _Rozgar ijana was
Development  Agency, Karbi | discontinued in the district of Karlc_)l_ Anglong
Anglong, made payment for | W.ef 31 March 2007 and the unutilized fund,
materials against fictitious | if any, were to be amalgamated with the fund
certificates of receipt of materials, | of National Rural Employment Guarantee
which resulted in fraudulent | Scheme. According to the Guidelines on
payment of ¥26.29 lakh. Further, | District Rural Development Agency (DRDA),
the Project Director incurred | the latter is a supporting and a facilitating
unauthorised  expenditure  of | organization and not the implementing agency
X93.43 lakh. for rural development programmes.

2 PWD Roads City Division No.1, Guwahati.
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Test-check (September-October 2009) of the recofdlse Project Director, DRDA,
Karbi Anglong, Diphu revealed that during 2005-0& PD placed supply orders on
three local firms for supply of RCC Hume pipes, I@a and RCC rings valued at
%93.43 lakh (Hume pipes and Collars f@23.37 lakh and RCC rings for
¥70.06 lakh) for implementation of Sampoorna Gram&mzgar Yojana in five
development blocks with the condition to delivee tinaterial at site and submit bills
supported by delivery challans with certificates reteipt of materials from the
concerned block officials for payment. The matsriaere shown as supplied between
June 2006 and September 2007 and on the strengtiertification of receipts
(August 2006 to May 2007) of materials on the boflyhe bills, duly signed by the
concerned Block Development Officers, payments wasele between November
2007 and March 2008 from the fund received undetioNal Rural Employment
Guarantee Scheme for 2007-08.

Of the five Development Blocks, materials were res@ only in three blocks (Nilip,
Rongkhong and Rongmongwee). In reply to audit quBlyck Development Officers
(BDOs) of two Development Blocks (Samelangso andwidghat) stated
(September 2009) that they had not received angnmmadd, valued a€26.29 lakh,

under Sampoorna Grameen Rozgar Yojana from thdisupp

Thus, failure of the Project Director to physically ensure the actual receipt of
materials led to fraudulent payment 0f326.29 lakh against fictitious certificates
of receipt of materials.

Further, the Project Director incurred unauthorisggenditure oR93.43 lakh under
Sampoorna Grameen Rozgar Yojana in violation ofdgines on DRDA
Administration and National Rural Employment GuaeanScheme.

In case of entities where goods are received at field level and payments are made
centrally, there should be a built in internal control mechanism for parallel checks
which can be exercised through cross-verification and monitoring.

3.5 Misappropriation/Fraud/Embezzlement cases detéed in 19 offices under
seven Departments

Every Government servant is personally respondiimeany loss sustained through
fraud or negligence on his part. To reduce the w$kwrongful acts, frauds,
embezzlement cases and the risk of not detecticly groblems, effective checks and
balances should exist in the system which shouldeb®rced by the Head of
Office/Controlling Officer through frequent checic see that all financial rules are
followed by his subordinates. Weak controls oveesth aspects and inadequate
monitoring led to cases of misappropriation/fragintbezzlement as brought out
below:

3 Nilip, Howraghat, Rongkhong, Rongmongwee and Samelangso.
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Twenty-three cases of misappropriation/fraud/emieezent involving34.53 crore
were detected in 19 offices under 7 Departmentsaildd in Appendix-l11) and
reported to the State Government during the pefiodn September 2008 to
April 2010 through Inspection Reports with a requiesfurnish reply within four
weeks from the date of receipt of Inspection Repadrowever, no reply had been
received from the Government in respect of theesfaid cases as of August 2010.

The modus operandi of misappropriation etc., were not entering theeigts in
cashbook, not carrying out physical verificatioorged drawal of funds from bank,
disbursement of funds without vouchers and APRs etc

Rules 78 and 79 of AFR provide that every paymenthsuld be supported by a
voucher and Actual Payee’s Receipt. Further, accordg to Rule 95 of AFR every
receipt and disbursement should be recorded in theashbook. Failure to observe
these internal controls led to the misappropriatioffraud etc.
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