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From PD’s Desk

Fraud is a significant and growing threat worldwide. Virtually no
organization today is immune to it. The scenario calls for a systematic
evaluation of controls through internal and external audits and remedial
actions upon discovery of fraud and irregularities. A systematic compilation
of patterns and methodologies followed by fraudsters would help both the
Executive and Auditors in effectively preventing and detecting and
combating frauds. As a part of our pursuit towards excellence in the area of
‘Audit of Fraud, Fraud Detection techniques, and Forensic Audit’, we bring
out a series of case studies based on the cases reportad in the audit reports
of various States/Union of the Comptroller and Auditor General of India.

This case study, ‘Fraudulent expenditure on physical verification of
saw mills’, has been prepared based on the material reported under para
4.1.1 of the report of the Comptroller and Auditor General of India for the
year ended 31 March 2005 (Civil) Government of Chbhattisgarh.

I take this opportunity to extend my sincere thanks to the Accountant
General, Chhattisgarh, Raipur who made us available all the relevant
documents of the case whenever requested for. Our thanks are also due to
him for validating the facts reported and conclusions drawn in the case
study.

I commend the efforts of Smt.R.R.Shahare, AAO/CF in preparing this
case study on the lines directed from time to time.

I hope that the readers would find the case study interesting and

informative.

Principal Director
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FRAUDULENT EXPENDITURE ON PHYSICAL VERIFICATION OF SAW MILLS

1. Background

As per Sn.7 of the "Madhya Pradesh Kashtha Chiran (Viniyaman) Adhiniyam,
1984" inspection of saw mills is to be conducted regularly by DFO office (licensing
authority). As per various rules and instructions of the department, inspection of saw
mills involves verifying operating licenses issued by Divisional Forest Officers, ensuring
the mills keep accounts of timber and checking whether they are submitting returns
regularly to Divisional Forest Officers.

A Flying Squad from the Office of the Conservator of Forest, Raipur consisting of
Ranger incharge and five forest guards incurred an expenditure of Rs. 2.29 crore between
April 2003 and February 2004 for physical verification of a large number of saw mills.

This physical verification of the saw mills was done using labourers to spread log
stacks, counting, measurement and re-stacking which- required large expenditure on
labour payment. The volumes of logs were to be reconciled with the saw mill stock
records.

The two activities were thus distinct. Inspecting involved negligible additional
expenditure, whereas physical verification involved large expenditure.

2. Fraud Environment

71  This work which was a new item, never done before and involved huge
expenditure was done without the authorization and sanction of the
Government and other higher authorities of the Forest Department.

2.2 The entire activity was conducted on the orders of Conservator of Forest,
Raipur Circle.

23 The maximum financial powers delegated to Conservator of Forest for any
item of works expenditure is Rs. 5 lakh, whereas the expenditure on this
activity was more than Rs. 2 crore.

54  There was no separate budgetary allotment for this activity, as this kind of
work had never been done before.

2.5 When this was pointed out by the Audit Party, Conservator of Forest,
Raipur stated that the necessity of verification of saw mills was considered
on the basis of complaints about illicit sawing in saw mills and therefore
sanction was not required/not obtained.

76  The first bills for this activity were passed by DFO Raipur. The same
officer was subsequently promoted and became CF Raipur and
subsequently on his orders the activity was started in 5 divisions under the
circle. However, no other bills were booked in the office of DFO Raipur,
where a new officer had become DFO, although most of the saw mills
were under its jurisdiction.



4.

5.

Opportunity to prevent frauds

Controls which could have prevented/limited the fraud but were by-passed.

3.1 Sanction of appropriate higher authority for expenditure on new item of
work requiring separate budgetary estimate and allocation. This would
have also included scrutiny by Finance Department.

3.2 Maximum limit of Rs. 1.5 lakh on amount of cheques to be issued per day
by DFO to Range Officers for expenditure on works undertaken. Second
cheque is to be issued after expenditure of at least Rs. 1.30 lakh.

3.3  All vouchers are to be submitted by the Range Officer to the Sub
Divisional Officer for verification.

Act of Fraud

The physical verifications were not conducted at all. Forged vouchers were
prepared by the by the flying squad and presented to five DFOs and these were passed for
payment. Thus the fraudulent expenditure was split over 5 divisions. These divisions had
very few saw mills under their direct jurisdiction.

Opportunity to detect and proving the fraud

Red flag indicator

5.1

Audit Party of the Office of the Accountant General, Chhattisgarh, Raipur
conducted the audit of the records of the DFO, Udanti Forest Division and
found that many cheques had been drawn by the division greatly in excess
of daily limit of Rs. 1.5 lakh. Records for the adjustment of these cheques
for Rs. 1.3 crore were not produced stating they had been impounded by
the Conservator Office.

Follow Up on Red flag -

hiZ

5:3

5.4

Acting on this red flag indicator, the adjustment vouchers for these
cheques were located in the AG office in the relevant monthly accounts
submitted by Udanti Division.

A preliminary scrutiny of the vouchers was done by the AG and Sr.DAG.
It was immediately apparent that the vouchers were forgeries. Signatures
of same person on vouchers and attached acquittance rolls were totally
different in same cases i.e. spellings were different. In other cases it was
obvious that two different persons had signed.

Having obtained clear evidence of fraud, the audit of CF Raipur was
started as Udanti division had stated that records had been impounded by
that office. Further evidence was gathered from that office.



Audit examination & evidence gathering

A large number of irregularities, discrepancies and clear fraud indicators

were detected and taken together gave a clear picture of the fraud and clear proof
was also obtained.

3.3
5.6

il

5.8

5.10

5.4

o

5.13

Physical verification was conducted on an order of CF Raipur.

CF, Raipur issued orders to DFO Udanti Division (June 2003) and DFO
Mahasamund Forest Division instructing them to make payment for all
bills submitted by Flying Squad of Raipur Forest Cirele:

« Did not specify the nature of activity for which bills would be
submitted

» Blanket instruction

Since the Flying Squad is under the direct control of CF, Raipur, the
expenses of the Flying Squad are required to be spent from the funds
available in Conservator's office. Only Rs. 17.49 lakh was spent on
physical verification from funds drawn from CF office, five other
divisions paid Rs. 2.12 crore. Thus the drawals and the expenditure were
diverted to subordinate offices and split & distributed.

36 cheques were drawn in excess of prescribed maximum daily limit of
Rs. 1.5 lakh. 15 cheques were more than 10 lakh. Highest cheque
Rs. 13.98 lakh.

The expenditure was incurred without budget allotment as such an activity
had never been conducted before. It was book under a sub-head "State
Trading in Timber (S.T.T.) - Wages" which was meant for expenditure
incurred on exploitation works in coupes i.e. felling and related activities.

The financial powers of CF for sanctioning any item of works expenditure
is Rs. 5 lakh whereas this activity involved Rs. 2.29 crore.

Expenditure of Rs. 2.29 crore was booked through 727 vouchers for
verification conducted on 200 days. They were taken out from the monthly
accounts and closely scruitinised and various details from these vouchers
were captured on a database for analysis.

While most saw mills were under Raipur Division, there was little
expenditure booked in DFO Raipur. Some vouchers were booked in the
period when the CF, Raipur was DFO in charge of the division before his
promotion as CF, Raipur.

All the vouchers were passed for payment and admitted by DFOs without
due verification and certification by the SDOs of the concerned divisions
as prescribed in departmental instructions. Scrutiny of other vouchers of
these divisions showed that prescribed verification by SDO was invariably
carried out in all other vouchers and only the saw mill vouchers were not
verified. The SDOs were purposely kept out of the loop.
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In every voucher, one of the different gangmen (supervising \abourer)
purportedly engaged in the work of physical verification have signed on
the face of vouchers and in aquittance coll. In many vouchers, the
signatures at the twWo places are totally different. This includes cases where
the spellings are different at the two places. This raised grave doubts on
the authenticity of labour payments claimed and passed in the vouchers.

As per information furnished by the CF, Raipur, a total of 523 licensed
saw mills existed in the Raipur Forest Circle. Out of these, 269 saw mills
were stated to have been physically verified.

(a) Vouchers were made for physical verification of 132 saw mills which
do not figure in the furnished list of 269 saw mills stated to have been
verified.

(b) 36 vouchers were submitted for saw mills which do not appear even in
the exhaustive list of 523 licensed saw mills in the circle.

(c) 2 vouchers submitted for closed saw mills.
Analysis of voucher data gave some founding statistics :
Spreading, measuring and stacking

e 262842 cubic meters of wood and

© 2832148 number of logs

e involving 13842 labourers

e 295116 man days

e 4300 gang men (Supervising Labourers)
100 verifications started on Sundays,
g verifications on 13" August, 2003
4 verifications on 71 October 2003.

Range Officer incharge Flying Squad conducted verification of 9 mills
while on Casual Leave (24.11.2003).

Up to 28 mills have been verified on a single day.
Not a single offence was detected after this Herculean effort.

All these facts and figures pointed towards a totally fraudulent activity.
However to prove the fraud beyond all doubt, it was decided to compare
the locations of physical verification with the TA bills submitted for those
days. The TA bills were dispersed over many months and years but were
searched out from the monthly accounts and they gave irrefutable proof.

While the flying squad was supposedly by busy on this intensive
verification the six members simultaneously toured 286608 Kms as per
their TA bills. The locations on TA bills were totally different from
location of saw mills they were verifying on those days.
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The Department had ordered an investigation on this matter based on
some complaints which was hibernating over @ year. After receiving the
Factual Statement from us in July 2005, the investigation was completed
in September 2005 and Department accepted all the audit observations in
its reply to the Factual Statement. Reply was approved by the Forest
Minister.

Lessons learnt: Preventive controls/Detective controls

6.1

6.2

6.3

All the preventive controls in the Departmental system were rendered
ineffective by collusion between 4 levels i.e. CF, DFOs, Ranger (incharge
of flying squad) and Forest guards (in the flying squad). Only the SDOs
were kept totally out of the loop. Review of expenditure statements,
expenditure control register etc. at the next higher level could have been
the detective controls through which next authority could have detected
the fraud in early stages but since these are rarely done, the fraud remained
undetected while it was being carried out.

Observations such as "Records not produced”, "Adjustment not made”,
worders in excess of delegated powers” can be red flag indicators for some
very grave irregularities, including frauds. There is a tendency 1O disiniss
them as "routine” observations. Consequently, even audit parties often do
not examine these issues in any detail and are content to just make the
"routine” observations which remain indefinitely in an IR and may
actually hide grave irregularities including fraud. Therefore, "routine”
items should also be examined thoroughly by parties t0 ascertain whether
the underlying problem is benign in nature Or a major problem.

The strength of the long forgotten discipline of voucher audit was
underlined in this audit. The investigation centered on the labour payment
vouchers for the verifications and the main evidence was also gathered
from the labour payment youchers and TA vouchers. Theoretically, this
fraud could have been detected by CAP sections because the first scrutiny
of the vouchers showed very clear indicators of fraud. Subsequent audit
work was done to ascertain the background, full facts, find further

evidence and frame suitable para for the Audit Report.

Enclosures for reference

71
72
73

Copy of the para from the Audit Report of Chhattisgarh 2004-05.
Copy of reply to the F.S. from Department (Scanned softcopy)-

Scanned images of a few vouchers where the discrepant signatures can be
seen.



| CHAPTER IV

4.1 Fraudulent drawal/misappropriation/embezzlement/losses/
overpayments B

FOREST DEPARTMENT

4.1.1 Fraudulent expenditure on Physical Verification of Saw Mills

Irregular orders issued by the Conservator of Forest, without approval of higher
authorities and budget provisions for physical verifications of saw mills led to
fraudulent payment of Rs.2.29 crore

Section 7 of “MP Kashtha Chiran (Viniyaman) Adhiniyam, 19847, (as adopted), provided
for inspection of saw mills' by the Licensing authority or any person authorized by him.
"The Divisional Forest Officers (DFO) are the designated licensing authorities.

Scrutiny of records (April 2005) in the office of the Conservator of Forest, Raipur Circle
(CF) revealed that expenditure of Rs.2.29 crore was booked through labour payment
vouchers for physical verification of licensed saw mills from April 2003 to February
2004. The verification was conducted between December 2002 and February 2004. This
verification involved spreading, measuring and restacking total physical stock of logs
available in the verified saw mills by labourers and reconciliation of the number and
volume of logs with the stock registers maintained by saw mills. The amounts utilized for
this activity were drawn as Forest Advance by the Flying Squad and adjusted through
labour payment vouchers. The flying squad functioned from the office of CF, Raipur and
consisted of a Range Officer-in-charge and five forest guards.

It was observed that while inspection of saw mills was required to be carried out by
DFOs as per departmental instructions, a similar activity involving huge expenditure was
incurred on the authority of the CF, Raipur. The maximum financial powers delegated to
CF for any item of works expenditure was Rs.5 lakh and it was beyond his powers to
authorize this activity of more than Rs.2 crore. There was no budgetary allocation or
accounting head available for the verification and the proposal for this expenditure should
have gone for clearance to the Finance Department after approval of competent authority
and framing of estimate. All these stages were bypassed and the unauthorized
expenditure without any budgetary allotment was concealed by booking under the head
“State Trading in Timber”(STT). The detailed instructions issued (1989) by the

! Saw Mill is that plant and machinery in which wood is sawn through mechanical and electrical

power. Licenses for the activity of purchasing logs from the Forest Department and sawing and
selling wood are issued by DFOs. The saw mills maintain monthly registers indicating receipt,
sawing and disposal of wood and have to submit accounts to the DFOs (Licensing authority).



Department showing items of expenditure to be adjusted under the head STT did not
include expenditure on physical verification of saw mills.

CF, Raipur issued orders to DFO, Udanti division (June 2003) and DFO, Mahasamund
division (August 2003) instructing them to make payments for all bills submitted by the
flying squad of Raipur forest circle. The orders did not specify the nature of activities for
which bill would be submitted by flying squad. Since the flying squad was under the
administrative control of CF, Raipur circle, the expenditure incurred by it was normally
debitable to the circle office. However it booked the expenditure for physical verification
of saw mills in all the five divisions and Conservator office, Raipur.

The five? forest divisions and the CF office issued 48 cheques amounting to Rs.2.91 crore
to Range Officer, Flying Squad, during the period from April 2003 to March 2004. This
included 36 cheques amounting to Rs.2.77 crore drawn in violation of Forest Department
instructions (October 2003) which provided for a maximum limit of Rs.1.5 lakh on
cheques to be issued per day to Range Officers for expenditure on works and second
cheque was to be issued only when unutilised amount from earlier cheque was, less than
Rs.20,000. The 36 cheques drawn in excess of prescribed limits included 15° cheques
issued for amounts more than Rs 10 lakh and the highest cheque was for Rs. 13.98 lakh,
issued by DFO, Udanti.

In view of the large number of irregularities noticed, the monthly accounts of CF, Raipur
and the five divisions were reviewed and 727 vouchers were identified pertaining to
physical verification of saw mills amounting to Rs.2.29 crore and paid during the period
April 2003 to February 2004.

Scrutiny of the vouchers revealed that the labour payments were made to gang men
through an aquittnance roll. Each gang man had accepted payment on behalf of a group
of labourers provided by him. It was observed that for most vouchers the signatures of
gang men at two different places in the same voucher were different. There were also a
few cases where there was a difference in spelling in signatures affixed at two different
places in the same voucher. Moreover, all the vouchers had been admitted and passed for
payment by the five DFOs and Conservator of Forest, Raipur without the due verification
“and certification by the Sub Divisional Officer (SDOs) of the divisions concerned. This
was in violation of Departmental instructions (June 1990) which prescribed that all
vouchers were to be submitted by Range Officer to SDO for verification; the SDO would
inspect the work done as shown in the vouchers and certify that work had been verified
and found to be satisfactory and the vouchers were fit for payment. DFO would then pass
the voucher on the basis of certification of SDO. Thus, one level of scrutiny was
deliberately by passed only in respect of saw mill vouchers in all the offices. All other
vouchers of these offices were certified by SDOs.

An electronic compilation and analysis of the vouchers showed that while majority of the
saw mills were located within the jurisdiction of Raipur division, most of the vouchers

Udanti, Mahasamund, Dhamtari, Raipur General and Raipur East.
} 10 Cheques issued by DFO Udanti, four by DFO, Dhamtari and one by DFO, Raipur East.



for the verification of saw mills were booked in Udanti and Mahasamund divisions.
Udanti incurred an expenditure of Rs.1 .08 crore (47 per cent of the total expenditure) for
verification of saw mills under the jurisdiction of Raipur, Mahasamund and Dhamtarl
divisions and not a single voucher was for verification of saw mills under its own
jurisdiction.

The statistical information compiled from the vouchers showed an astounding scale of
activities purportedly supervised by only six members of the flying squad. A total of 7.0
physical verifications had been conducted in 200 days. This involved spreading,
measuring and restacking 2.63 lakh cubic meters of wood consisting of 28.32 lakh logs
which was done by 13,844 labourers using 2 95 lakh mandays under 4300 gang men. An
average of 70 labourers were engaged daily in each saw mill. On 33 days, more than 15
saw mills had been simultaneously verified in a day at different locations. Maximum of
28 mills were verified in a single day. Hundred verifications were started on Sunday.
Eight verifications were conducted on 15 August 2003, four on 2 October 2003 and three
on 1 November 2003 (Chhattisgarh State day-State wide holiday). This was a physically
impossible task and gave further indications of fraud. The TA bills of the flying squad
personnel were also scrutinized for comparison and cross verification. It was observed
that for the period from July, 2003 to February, 2004, all the six squad members had
submitted absolutely identical TA bills showing same journeys and same destinations.
The locations visited by all the squad members as per TA bills were generally different
from the locations of saw mills which were purportedly being verified on those days
which was another indication of fraud. During this period when they were engaged in the
aforementioned level of supervision, they had also traveled a total of 2.87 lakh Kms on
244 days on various modes of conveyance such as Government jeep, taxi, motorcycle etc.

CF, Raipur, furnished a list of 523 licensed saw mills in the jurisdiction of Raipur Forest
Circle. Out of these, 269 saw mills were stated to have been physically verified by the
Flying Squad. Comparison of these lists with the vouchers showed glaring discrepancies.
Payment was made for 132 saw mills which did not figure in the list of 269 saw mills and
36 vouchers were for saw mills which did not appear even in the exhaustive list of 523
licensed saw mills in the circle. Payments were also made for two saw mills which were
stated to have been closed in a separate list furnished by the DFO. Mahasamund. It was
thus established that the vouchers did not tally with any of the other records such as TA
bills, list of verified mills etc.

From the above mentioned facts it was evident that key controls were deliberately
violated to defraud the Government of Rs.2.29 crore. Irregular orders were issued for
physical verification by the CF without budget provision and approval of higher
authorities and enormity of expenditure was deliberately concealed by splitting over siX
offices and booking expenditure irregularly under the head STT. Cheques were issued far
in excess of prescribed limit, vouchers were passed without certification by SDOs, there
were large number of vouchers with indication of forgery. Locations mentioned in the
labour payment vouchers did not tally with those mentioned in the TA Bills for the same
dates. It was also ascertained that at the end of this activity costing Rs. 2.29 crore, not a
single case of discrepancy in the physical stock of the saw mills purported to have been



inspected by the six member flying squad from December 2002 to February 2004 was
reported.

The Government accepted (October 2005) all the audit observations and stated that the
orders of the CF to start this activity on such a large scale was not as per rules and no
prior approval of either headquarters or Government was sought for conducting the
physical verification without any budget provision. It was further stated that the CF
violated rules in issuing instructions to his subordinate DFOs to issue cheques to the
flying squad and that the issue of cheques by five DFOs in excess of the prescribed limit
was in open violation of rules. It was also accepted that there were major discrepancies in
labour payment vouchers and TA bills of flying squad and the scale of work purported to
have been done by the flying squad did not stand scrutiny. The State Government,
however, did not mention about the action that they propose to take for fixing the

responsibility.
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Certified that the measurements on  which the entries in_ this "““j“ﬁ'"sed were - made &
Y o eeeeteee e {Name} 2 s e AU I
Date and £eCOrded O PAGE....cooivriirerrmmssrescm s s of Measurer s
Received lhe above amoynt of : ;) —
rs. 23076 L. N 3t AIC. BT A\, OIS 8 g
This amount of Rs. c:-«.(gbpﬁ/,ﬁ . has been %1;&?3'9&1:’“ ke
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: If it is Impracticable lo make measurement a remark to this effect specifying the re m;uyhﬁﬂd be recorded
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. 2 - FACTUAL STATEMZ
) (Forest Deparz‘men
-& 1 | Dec1s1om to conduct physical ’vcnﬁcanon of saw mﬂls not put up
1

to appropriate higher authorities:- :
The Conservator of forest Raipur Circle ordered the officer in
Char ge of Flying Squad to conduct surprise physical verification of saw

rmiIs (August-2003). The work was to be done for the saw mills operatmg E R
under five division in the circle as per the following roster: B (=
B | - Day of Physical verification |  Name of forest Division j s
¢ Fromdate I'to 6 ofeachmonth | Raipur Forest Division i o
- From date 7 to 12 of each month | East Raipur Forest Division ' _ 3 e
‘From date 13 to 18 of each month ! Udanti Forest Division | 150
From date 19 10 24 of each month Mahasamund Forest Division e
From date 25 t0 30 of ¢ach month ! Dhamtari Forest DiVision_ m%_m
Scrutiny of records of Flying Squad of Forest Circle. Raipur [ = 1 -
. revealed (April, 2003) that an expenditure of Rs. 2.29 Crore was incurred 8
" by the Flying Squad on physical verification of saw mills in compliance e 3
" to these orders. The Conservator office stated that physical verification of [l 59 3=
: stock was done in 269 {51%) out of the 523 licenced saw mills operating [ 7w 3
i  under the Circle. The sanction of the Government and higher authorities of i
: the forest départment for conduction physical verification of saw mills on
| such large scale involving such huge expenditure was not obtained. _. AHOK],
On this being pointed out the Conservation of Forest, Razpur ﬁmﬁ
. started that the necessity of verification of saw mills was considered on the §8 N
 basis of complaints about illicit sawing in saw mills and sanction of the i TR
 higher authorities for this purpose was not obtained as Flying squad was § EEEGl
already created for this task. An order from the O/o P.C.C.F. Raipur dated § .
: 1 2-1-2003 was also produced to audit as supporting authcrity for this 8 .
| activity. |
- EEEE

.. - -‘ S
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st Rafpu: Cin:le is not tenable Section 7 of the "\d P Kashtha Chiran

instructions of the department, inspection of saw mills involves verifying

”iunber and checking whether they are submitting returns regularly to

g involves negligible expenditure, whereas physical verification. Moreover,

. this activity. as this was not projected io higher authorities.

l

Ve nmau

| expendituer to be abjusted under the head S.T.T. does not include
expenditure incurred on physical verification of saw mills. Only

. expenditure incurred on exploitition worked in coupes is chargeable under
- detailed head "Wages” under S.T.T. Conservator office also stated that no [

«separate head has been prescribed by the department for this work,

Uerefore it was charged under S.T.T. The reply further substantiates thar |
| | this was an unusual nature of work as no accounting head is prescribed for §§

“such items of expenditure.

The reply and justification furnished by the O/o Conservator of

2 Olo P. C GE. Rﬁ]pur is also an instruction to d1v1310ns to conduct
- _"pecnon of hcenced saw mllls on a regular basxs as per roster. It does not

rovide for phmcal venﬁcatwn of the saumﬂls mvolwno such laree |8
C}.:pEﬂdlfLU'e The physical verification of the sawmills involves spreading Ji
Fcounting, measurement and stacking of logs, which requires large |8
; expendmlre on labour payment. On the other hand as per various rules and 8

_“'peratmo licences issued by D.F.Os, ensuring the mills keep accounts of §

|DFOs. The two activities are thus distinct and different. Inspection

Scrutiny of records also revealed that the expenditure incurred by i ¥
| the Flying squad on physical verification of saw mills of Rs. 2.29 crores
was cherged under Siate Trading in Timber (STT)-"Wages'. The B
detailed instructions under (1989) by the department showing items of B8

s

: the maximum financial powers delegated to C.F. for any item of works
e\pendlmre is Rs.5 lakhs. whereas the expenditure in this activity was
‘more than Rs.2 Crore. There was also no separate budgetary allotment for



erefore. it is clearly established that the physical verification
BFas A\ unusual item of work and the Conservator of Forest, Rarpur Circle,
Phassed orders for an activity much bevond his authority without obtaining
% approv & of competent authority. '

Purther audit scrutiny also revealed that 168 number of physical
' verification were carried out during the months from December, 2002 to July
£2003, ie. even before the issue of the unadmitted orders by CF. in August,
 2003.” The authority on which these physical verification were conchted may

i be 1nnmated to audit.

b a7 77 g

/W /10397 2
BV 2003 Tos

Y o uw

ﬂ?‘mtﬁ'/a"i’af

RYUBII .c= IR

W Irrecrulannes in drawal of funds : g

L () The Conservator of Forest, Raipur Circle issued orders 10 D E OP
| Udanti Division (June 2003) and DF.O. Mahasamund Forest §
Division (August 2003) instructing them to make payment for all
bills submitted by Flying Squad of Raipur Forest Circle. The §8
orders to Udanti division was given BEFORE the instruction to Bl 3
Flying Squad for conducting physical verification. The orders did :
not specify the nature of activity for which bills would be
submitied by Flying Squad and was a blanket instruction. Since 8

; the Flying Squad is under the direct control of C.F. Raipur, the §
. expenses of the Flying Squad should normally be debited from §
| the funds available in Conservator's office. Only Rs.17.49 lakh
was spent on physical verification from funds drawn from CF. §
. office. On the other hand, based on these two orders, these two |8
divisions paid more than Rs. 1.3 crore on the physical verification
conducted by the Flying Squad. Other 3 divisions of Raipur
circle also madf: similar payments. The department may intimate &
the authority on which such payments were made. The reasons i
why the C.F. ordered for splitting of the draw als and expenditure I8
may be furnished to audit

The Flying Squad drew large amounts as Forest advances from the five
divisions 2nd C.F. office (Rs.2.90 crore). Most of the amount was used for

from the 3 divisions and Conservator's Office.
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% Departmenal instructions (October 2003). provide for a maximum 8
limitof Rs. 1.5 lakh on amount of cheques to be issued per day 1o Range |
Officers for expenditure on works undertaken by Forest Department. &
_Secrutiny of records of the Flying Squad Forest Circle. Raipur #§
révealed (April 2005) that 48 cheques amounting to Rs. 2.91 crores were issued = 20
in favour of Range Officer, incharge Flying Squad, during the period from July,
12003 to March, 2004 by five Forest Divisions under Raipur Circle and also the
 Circle office. Of this, 36 cheques amounting to Rs. 2.77 crores were drawn in
excess of prescribed maximum daily limit of Rs. 1.5 lakh. Out of these 36
cheques, 10 cheques amounting to Rs. 37.36 lakh were drawn in excess of the
. prescribed limit of Rs.1.5 lakh by the Conservator of Forest, Raipur. The
. amount of cheques drawn irregularly ranged in amount between Rs. 5 lakh and |
"more than Rs. 13 lakh. :
" On this being pointed out, the Conservator of Forest, Raipur stated
that the work of Flying Squad was carried out by engaging labour on the spot i
“according 1o requirements and the work would have been adversely effected if § !
- the cheques would have been issued by the Forest Divisions on various dates ]
| within the prescribed limit. It was also stated in reply that no mquiry was
. considéred necessary to inquire into such instances of excess drawals beyond the
prescribed limit. o
! The reply is unacceptable.. Any sanction for drawal of cheques in
i excess of prescribed limit should be obtained from the competent authorty. |
Such restrictions are placed on various levels of functioning as control measures
10 ensure that unusual items of work are not done and large expenditure is not B
incurred without the knowledge and concurrence of appropriate higher authority. &8
. The deparimental instructions of October, 2003 further provided that a second
cheque is to be issued to Range Officers only when the balance available with :
the Range Officer from the previous advance is less than Rs.20000/-. In view of B
such stringent controls, drawal of single cheques upto amount of Rs. 13 lakh isa -
gross violation by the Flying Squad which preferred the claim, the division
which issued the cheques and C.F. who has supported and justified the excess §§
drawals in his statement. The C.F. office itself was also guilty of issuing such &
imegular cheques as already state. Thus. huge amounts were drawn In
contravention of rules and without the knowledge of appropriate authority who |
! could have permitted such drawals. B
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‘

Irregularities in incurring of expendlture for the purported

phv smal verification :

The scrutiny of vouchers of labour payment for physical 4
verification of saw mills; T.A. bills submitted by the members of
the Flying Squad, including Range Officer in charge and the 5 [§
forest guards; Inspection Reports submitted by the Range Officer,
daily diaries of incharge Flying Squad; list of mspected saw mills i
furnished by the C.F. and list of total licensed saw mills in Raipur |§
Circle revealed irreconcilable dlSCl‘Ep&I]le:S As in the case of |
decision to conduct -verification and drawa! of funds, the
expenditure was admitted by totally disregarding the key control
msiructions and the number and nature of discrepancies showed
that the entire expenditure on physical verification was extremely
doubtful and there were clear indications of fraud. The detailed B
findings are described below : i DA
Discrepancy noticed in vouchers: g A \
Departmental instructions prescribed that all xouchers should be [ Rt &l % g
submitted by Range Officer to Sub Divisional Officer (S.D.0.) for [l ¥~ & afwrRadl & wem &
verification. The S.D.0. should inspect the work done s shown in B .~ . : ‘
the vouchers and certify that the work has been Verified by him, itis [l
satisfactory and the vouchers are fit for payment. The S.D.O.
should countersign such vouchers and return them to the Range v BT A W
Officer within a week for payment. On the basis of countersigned [l 31 3 %, HEE g1 X
vouchers, cheques for actual amount can be obtained by the Rzmoe B o s g o | A T
Officer from the Divisional Forest Officer. [ p—— aar

.Scrutiny of vouchers submitted by the Range Ofﬁcer i
incharge Flying Squad for incuring expenditure on labour payment Ji§ 2003 @ ¥ Feq W ﬂ
for physical verification of saw mills during 2003-04 revealed that j e AR i ﬁﬁ
all the vouchers were passed for payment and admitted by D.F.0s B womm st s q,_;igﬁ;_@
without due verification and certification by-the S.D.Os of the Baciaioe To/fo003 a‘ﬁmﬁﬁ
concerned divisions as prescribed in the above instructions. While b o oo o ot 27

D.F.0. Mahasamund stated in the communication that the work [

1]
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#(2)  Scrutiny of vouchers revezled that vouchers were made for physical B8 par a7 437 ST gg,
verificati s saw mills wh t fioure in the list of 269 & o :
erification of many saw mills which do not figure in the list of 269 ) i

saw mills stated to have been physically verified. : 7
Seme of the vouchers were submitted for physical verification of
' saw mills, which do not figive even in the exhaustive list of 323
licensed saw mills in the circle. o 1
A voucher was submitied for a saw mill which was stated to have
heen closed down in  list furmished by the D.F.0. Mahasamund.
D.F.0. Mahasamund had submitted (November 04) to"C.F. Razpur
a separate list of 149 physically verified Saw Mills in response to
call atiention motion no. 69 of Vidhan Sabha. It was observed that
50% of the names of saw mills in'the list of D.F.0. Mahasamund
did not figure in the list of 269 verified mills furnished by C.I. to
andit. - : _ : _
There was 1o comelation hetween the amoun's drawn as advance
from the five divisions and the location of saw mills purported 1o
have been physically verified for which vouchers were submitted in
adjustment. For example, 2 huge number of verification were done
for saw mills situated in Raipur town, but the vouchers were
submitied to Udanti and Mahasamund divisions.

N T . .
SRR f FEET S5 ¢

G e ag ot vd

| (V) weaewe

In every voucher, one of the different gangmen purportedly
engaged in the work of physical verification have signed on the
face of vouchers and in aquittance roll. In meny vouchers, the
signatures at the two places are totally different. This includes
cases where the spellings are different at the two places. This raises
grave doubts on the authenticity of labour payments claimed and §
passed in these vouchers. '

Comparison of vouchers for the month of Nevember, 2003 (Udanti
Division) with the T.A. Bills of the members of the Flying Squad
showed discrepancies described below :

’

Headi | oid wil ¢

i ST Ga q\ui q°
o r s

ol T3 T e

ToT Ul s ©8n Y

pet

3 ,_,’,.'h._..":.,'“ s
B eI e

24



7o

i, A
()
&
(iv)
; {\)

" aw mills, which do not figure even In

Scrutiny of vouchers revealed that vouchers Wer made for physical

verification of many saw mils which do not figure in the list of 269

saw mills stated to have been physically verified.

Seme of the vouchers Wer submitted for physical verification of
licensed saw mills in the circle. o

A voucher was submitied for a saw il which was stated 10 have
been closed down in a list furnished by the D.F.C. Mahasamund.
DF.O. Mahasarmund had submitted (November 04) to-C.F. Ratpur
a separate list of 149 physically verified gaw Mills in response 10
call atiention motion no. 65 of Vidhan Sabha. It was observed that
50% of the names of saW mills in the list of DF.0. Mahesamund
¢id not figure in the st of 269 verified mills furnished by C.F. 10
audit, _ o ‘
There was no comelation hetween the amounis drawn as advence
from the five divisiens and the location of saw mills purported 10
have been physically verified for which vouchers were submitted in
adjustment. For example, a huge qumber of verification Were done
for saw mills sinuated i Raipur town. but the vouchers were
submitted to Udanti and Mahasamund divisions.

In every voucher. on€ of the different gangmen purportedly
engaged in the work of physical cerification have signed on the
face of vouchers and in aquittance roll. In many vouchers, the
signatures at the two places are sotally different. This includes
cases where the spellings are different at the TwO places. This raises

grave doudts On the authenticity of labowr payments claimed and §

passed in these vouchers.
Comparison of vouchers for the month of Nevember, 2003 (Udanti

Division) with the T.A. Bills of the members of the Flying Squad
showed discrepancies described below

’
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" been insp

ome physical verification I€pOrts contained dates of physical
verification, which defy the calendar. Saw mills are shown 10 have
octed on 30th February. 2004 and 31st September 2003.
Many physical verifications Were stated on Sundays while physical
verification of others ended on Sundays. Saw mills are also verified
on 15th August, 2nd October and 26th January- |
Same Saw mills were inspected repeatedly OF
vouchers made. there Were no irreggularitieﬂdiscrepancies reported
for any verification. The rationale for re-physical verification of the

same saw mill repeatedly when 10 irregularities were found may be

ntimated to audit e e {
All the Physical cerification Reports mention Shri RK. Pandit
Ranger. s the Inspecting Officer and Shri B.P. Tiwarl, Forest Guard
a5 the official accompanying for the physical \_feriﬁéaﬁon. The entire
work of physicel verification involved more then 14000 labourers
and 300000 men-days. Inspection of as meny as 10 52w mills was
being conducied on one single day at different locations. Thus. the
probability of the presence of the above TWO officials at so many

the same day 18 highly suspect.

different locations on \
already stated, the T-A. pills of the officials on these davs show

different locations.
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. Local Raipur (As pet ily diary)
; Tauranga, Bodurgaon, Chhura
| Kulhari ghat. Panduk
Taurang, Base Rajhar
. CL. (as per o diary) .
- Kulharighat, Dhawalpur, Salebhat, |
 Basera har 8
 Dehargura. Giroli, Kondalihata [ 2
1.03 iDhruvagudi,Kendupaﬁ, Kalibhata, |
| Khokhma ' .

821110

}‘ _Méinpmkhurd: Mainpurakla, 333 7
I +0s :
i Nehan Binl '
05 Mandhar, Nivmimar. Simga. - 1220 |
- |

' Nandghat
Mainpwkala. Mainpur Kasabar.
- Mainpur Khurd, Nahan Bin

.' ' On all the days journeys commenced and ended at Raipur.

'(2) The table shows
verification of 9 mills while on CL (24.11).

Upto 16 mills have been verified on single day
measurements, stacking and supervision thereoL.
Total discrepancy hetween places visited and locations
verified needs no elaboration. Thus 2 seis of
o same activity do not match at all.

() V erification and touring Were done on
'(vi) The CF. Jlso stated that the in ch
© verification &S required and there was
. (vii) Discrepancy noticed In Tnspection K

© )

2
—

1

eports of saw mi

inspected:

. 1. In many reports. t
‘ i, such as name of sawmill inspected. the quant

elevant and important details have n

logs. etc.
o
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-charge Flying Sguad we
division, collecting cheques
- physical verification accordl

a5 per his choice, &
. vouchers were hOwever

which labour payment vouchers (unver:
the physical verification In¢

* supervision/verificat
expendit
{Otﬁcer’. Not only was Supervisio
kegping was O poor that
produce an authentc list 0

, irregularitiesfdiscrepancies

“in Audit. There are clear indicators of frau
" whether the verification was actua

@

Summary_:

The disconcerting picure which emerges is that the Range Officer Im

ot with the authority of CE. from division 0
issued greatly In €xcess of limits, conducted
fing o0 his CWR selection and choice & there
was 10 {0Ur Programmes, prepare ' |
|| the vouchers remained unverified, the unverified
passed by five D.F.0s, TA. Bills for travel on the
davs of physical verification did not tally with locations of sa¥ mills for

fied) were prepared and passed;

luded many saw mills which were 1ot licenced

e list and there wert noticeable differences

ouchers al TWO DIaces purportedly by the
2005 10

fication went on from April

saw mills appearing in the circl
in signatures affixed on many v
same person. This maner of verl
February 2004 -
All this activity resulied in expenditure
Officers in charge flving Squad was given a 101
Conservator  to  Camy out all these activities. There
onvcheck of any kind
ure of Rs.2-9 crore incurred by 2
0 not existent b
11 date the circle has not eve
f saw mills inspected witch can withstand
this Herculean verification
in the sawmills checked.
10 view of the started discrepancies and vio
physical verification of sawmil

of R$.2.29 crore. The Range
| free band by the
was 10

1 official of the level of Range
ut also even record

scrutiny. Ulimately.
_ Jation of gomrols the
entire expenditure on
lly done. Department may investigate

the matter and furnish reasons why the entire expen
rreated as fraudulent 1nformation asked for in various places may be

cubmitied expeditiously 10 audit for further sCrutiny.
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