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Our Vision
A major global player in power sactor, providing quallty, affordable and sustainable
powar with commitment to environmenl, ecology and social values.

Crests work sthos of growth through professionalism and achievemeni of
excellance

Our Mission

To plan, promote, develop hydro as well as other energy resources from concepl
to commissioning and operate power stafions to meel the growing energy demand,
ensuring emyiranment and ecological balance, contributing to national prosperity.

To accepl corporats social responsibility (CSR), Including Rehabilitation and
Resaitlsment of Project Affected Persons (PAP] with human face:

To mesl the challenges of dynamically transforming business envircmment and
salting global banchmarks.

To bulld sustainable and value based relafionship with stakeholders for mutual benefi
and growth

To achieve perfarmance excellence by inspiring a dedicated workiorce In an
environment of crganizational leaming and mutual trust.
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FOREWORD

The Chial Technical Examinet's QOrganization of the Ceniral Vigllance
Commission conducts Intensiva Examination of various works of Departments ol
Govi. of India and Public Sector Undenakings from time 1o time. Based on iis
axpananca, the CTE= Organization publishes booklels elaboraling major deviancss
noticed during these examinafions lor ths benellt of the person concémed. Lalest
in the sares is @ Booklet on “Preventive Vigilance in Public Pocurement : Stody
based on the Powet Seclor” This bookiat will be usatul for the executives at all
lavais o the Corpomtlon 10 daw lessons and follow the rmmedial measures
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PREFACE

A booklel on *Preventtve Vigilance in Public Procunement: Study based on
the Powsr Sector* was released by Chiel Technical Examiner's Organization,
Cantral Vigilance Commission for the benefil of the employees of the Central
Gavernment and the PSUs. On tha occasion of the Vigllance Awarensss Week,
ihe Booklal has been reprinted and s circulated for the benefit of all the exacutives
of the corparalion.

Il &5 suggested that the lessons. arawn and remedies suggested may be
insarporated In day to day functioning to ensure greater iransparency in our work.

Chief Vigilance Officar
Place : Dehradun
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CHAPTER-1 INTRODUCTION

The Chief Technical Examiner’s Crganization was ereated m 1937, m ihe Mimstry
of works, Housing & supply for the purpose of conducting a concurrent technical
sudit of works of the Centrnl Public Waorks Departiment with u view 1o sécure
economy in expenditure and u betler technical as well ad financial control.

Santhanam Comunittes on prevention of cormuption sel up m 1903 observed that the
CTE Cell had been doing extremely good work and recommended that ilus.
orgamization not only needed 10 be continued, bin be strengthened 10 enable i 1o
work more effectively. The Commuttee funther recommended that the jurisdiction
af the CTE orgamizution should be extended to cover construction works.
undertaken by other ministrics/déparments, a5 well und o place it under the
ndministrative comtmol of the Central Vigilanee Commission. The recommendation
was avcepled by the Government of India and the Chief Technical Examiner’s
Organization now functions under the administrative control ol the Ceutral
Vigilance Commissian.

Initially, CTE"s organization was conducting intensive exumination of consicaction
works ofcivil und electrical, but with ihe growing expenditure on stores/ purchases
including 't related purchases and outsourcing of services, CTIs Oy ganisation
started examining these contracts also. All the owtsourcing activites of the
agvernment 1.0, exccution of works, various purchises and iring of various
services ete. clubbed together is defined as public procurcmeny,

Definition and Principles of Public Procurement

Public Procurement can be deffned as the procurement of goods, works ond
services by nfl Govl. Ministnes, Departmems, Agencies, Stantory Corpomtions
und Public Sector Undertnkings in the Centre and the States, Mumicipal
Corporutions and  other local bodies and even by private Public Seetor
| indertakings providing public services un mamopoly hasis,

Public procurement i anly an extension of the personal procurement by two key
words f.c. transparency and fmrness. When we take up any construction work for
ourselves or make persomal purchases or hire of any services, we always ity o
ensure that we get the valie for money, good quality product and timely delivery.
In-case of public procurement we have to go a lintle further Lo in addidon ensure
thint procurement is done in a transparent fair and equilable manner,




The cannon of Public Procurement 15 to procure work, materinl, services of the
specified quality within the specified time at the most competitive prices in a fir,
just and trangparent manner

In brief. the watchwords in this contex! are

¢ Transparency

. Faimess

. Value for money
*  Qualiy

- Tume

Adhering to the canons of public procurement is in fact a tight rope walk invalving
A balance between trunsparent and fair action on one side and achrevmy timely
delivery of quality goods at competitive mates on the other side. 1t is indeed going
lo be more demanding to perforn the task with the implementation of the Right to
Information Act 2005. Now all our achons and decisions are open for semtiny by
public ar large

Dunng intensive examinitions of public procurements done by -central public
muthomities, the CTEO have observed a number of imegulunties indicating that
canons of public procurements have not been adhered 1o 1 totality. Some of the
frregularitics are common in nature which can be easily avoided by being alert and
vigilant through the process. Towards preventive vigilance measures, the Central
Yigilance Commission has been issuing guidelines/instructions from time to time.
CTEC haz also published vanous booklets enumerating various irregulanties
observed during varions intensive technical examinations. All these circulars and’
publications are available on the CVE Web Site ( www.evenic in)

L0 The process of Public Procurement can be categonized in three distines
Stages- '
1. Pre-ténder Stage
(Project formulation, Appointment of Consultants, Preparation of Detailed
Project report/ Detatled Estimaie)
2. Tender Stage
(Preparation of ender documents, inviting & opening of tenders, pre-
qualification, tender evaluation & award of work)
3. Execution Stage
(Compliance of agreement conditions, making payments, ensuriny quality &
timely completion)




Pre-tender stage is further hifurcated into following stages-

L]
-
L]

Estimation of requirements and financial sanction,
Appointment of Consultani
Detailed Praject Repon

Tender Stage is lurther bifurcated into following stages

Preparation of tender documents
Inviting and opeming of tenders
Pre-qualification

Tender evaluation and award of work.

The important items in the execution stage are as follows:

leaye of Letter of Intent, Work Order/Supply Order and Sigming of the
agrecment.

Vanous Advance Payments like Mobilization Advance, T&F Advmce,
Secured Advance e1c

Implementation of varipus contract provisions such as obtamang labonr
licenses, insurance policies { CAR Policy, Workmen Compensation
policy etc. ), employing technical staff ete

Watching time and cost avermun

Payments for the work done/supply made/services provided by the
Contractor/Vendor ete.

(hecking quality of work, ensuring mandatory tesiing and visiil
inspection.

The CTE's crgamzstion conducted examination of various power prajects
tecently, The deficiencies observed during various stages of public
procurement, relevant insimctions issued by the Commission on the subject,
check- potnts to avoid such deficiencies and preventive measures 1o be taken by
the OV are discussed in subsequent chaplers.




CHAPTER-2  Pre-Tender Stage

Pre-tender stage can further be sub divided into two stages-
1) Appointment of consultan
it} Preparation of Detailed Project Report (DPR)/Detailed Estimate

A nis

Earlier the public organizations were undertaking  the plamning  and
supervisary activities in-house Nowadays, in this era of lavpe-scale
mfrastructure development, the m-house resources available with puhlic
organisations are felf nadequate fo deal with the growing demand
Therefore, outsourcing various project activities such as Architectural
services, preparation of DPR, Project Management Consultancy, and Guality
Assurance ctc. has become necessary  The Commission has issued
msiructions regarding appointment of Consultunts vide circular No 3L PRC
I DT, 12111982, the same were reiterated vide circular No. OFF 1-CTE-1
DT 25.11.2002 Gist of the above cirenfars 15 given below-

The consultant should be appointed in a transparent snd competitive
manner for need based and specialized jobs, The agreement should
contain adequate provisions for penalizing (he defaulting consiliam
keeping m view the fact that a consullant’s role is only advisory and
recommendatory. Consultant's fee should be based on some fixed
value of the contmet.

There j= another circular No 98/DSP/3 di. 24122004, wherein, it has
been made clear that a consultant is disqualified for providing goods
or works or services reluted to the initial assignment for the same
project and vice-versa

During examination of various power projects, some deficiencies in the
appaintment of consultants as well as in operating the consultancy contracts
has ¢ome to notice such gs-

* Arbitrary appointment without publicity & competition
* Restrictive critenia adopted i pre-gualification

¢  Pre-qualification cammied ont not as per notified criteria
o Credentials not verified




o Offer of L1 ignored on limsy grounds
¢ Decision making lefl to the consuliant

A few examples highhighting above deficiencies are discussed below-

Case-1 (04-NH-73)

One consultancy firm which was engaged for small value consultancy work
In an organization was appointed as consultant for a housing work costing
R=.60 crores without inviting tenders.

The organizaiion should have invited open wenders from capable consultums
having expenience of handling such large valoe housing projects.

Case-2 (16- ET-11)

Limited tenders were invited from known consultants for a Hydro Power
Project costing Rs 130 ¢rores. The organization should have gone jn for
open lendering.

Case -3 (06-ET-11)

Initial payment of Rs.3 crores was pmd to the consultant for mobilizing his
resources for consultancy lor & power projeet costing Rs 130 ctores. The
consultant neither deployed the required man-power as per agreement hor
‘supplied the design and drawing in time defeating the very purpose of
granting mobilization advance

The deparunemt should have msisted on nmely services from the consultant
and deployment of sufficient staff

Case — J(05-SH-38)

In one of the projects, the estimate was prepared by an outside consultini,
which was lo be checked by the depariment. On serutiny of estimate, il was
noticed that even the basid rates of verious items such as cement md sieel
had been taken ona higher side Some otheér coelficients for labour and
machmery were also taken on the higher side. Thus, effective control was
not exercised on the consultant's job, which m this case resulted in
preparation of inflated estimates

Case (VEI1)

A Power Sector PSU appointed 4 Consultants in a Project and (hat t00 on
nomination basis. One Consultant was appotnted mitially for the preparation
of the feamibility repont for the differemt sites. Another Consultant was
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appanted on nomination basis for verifying the estimated cost of the
project. Thercafter, a Central PSU was appointed for the the consultancy
services upto thie the the commercial operation date with u provision to
escalate mte on accoumt of wage revision of the employees of the Consuliant
PEU. Besides, above Consultants, in the same project, the PSU further
swarded another work of consultancy for the supply and mstallation of
infrastructure project munagement software and hardware to snother Central
PSU. Surprisingly, the consultancy charges were 46% higher than the
estimated cost of supply of hardware and software. Such high rtes are not
Justified by any standard practice. Moreover, it is apprehended that the PSU
might have aff-loaded this consultancy job to another private party as the
charges are on abnormally higher side.

o Instead of appointing different Consultants by splitting a job, at best two
consullants for the complete job should have been appointed duly
adopting a proper tender system as the total cost involved in ihis
consnltancy was substantially high.

Pre i D inate

Successful contract perfarmance depends on the quality of detailed project
report. If the detailed project feport is prepared on ad-hoe basis bused on
some old project and not as per the present site requirements, then there shail
be delays, deviations resulting in time and cost overrun. It has alse been
observed that the detailed project repont iz prepared in o lurried manner
withow! ehecking the conformity/consistency among vations schedule of
items, drawings, specifications, and contract conditions ete., This further
adds to time and cost overmin of the projeet, The poor DPR leaves
opportunity for the contractor to exploit and gain profits out of ambiguity in
the contract.

While examming the conteacts of power sector, it was observed that mny
estiumates are prepared only on the basis of last accepted rates. While lns
accepted rates do help in prepamtion of the estimates, the estimates should
not solely rely on last accepted rates only. The quoted rate needs to be
regsonable and justified and compared with the estimated rates. If the last
accepted rates are high for any reason, it results in award of the contract af
higher rates since no analysis of circumstances under which the last contrac
wiis ordered 15 gone mto: And also this new swarded rate becomes the basis
for estimation of rates for the next tender. Thus this problem has a cascading
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effect. This does not appear to be a proper system of preparation of
estimates. In fact 1o avord such problems; the organisations must preferably
adopt a software based analytical method to prepare estimates based on
varions pararneters that affect the mite including the prevailing marke! mates,

It was also observed that organisstions do not prepare estimates based on
pctunl site conditions Rather the estimates are prepared based on the
borrowed guantities from some previous sumlar  project, withoul
mcorporatmyg the modifications requored m foundation ete: for the corrent
project. This has resulted in large-scale deviation, especially in foundation
items. In one case, the quanmum of pile work was reduced from Res 6.0
croves to Rs, 2.0 crores only.

A few examples of deficiency in defatled estimates are as under-

Case-1 (15-5H-54)

in case of an ‘earth filling package’ of one thermal power project, an
estimate amounting to Rs. 73 crores was prepared taking into account the
local site conditions such as lead involved in the transpoertation of eanh, cost
of the earth ete. Open lenders were invited and L1 bidder quoted Rs 129
crores, Since, the L1 bid was very much on the higher side in comparison to
the estimated rates. the Tender Evaluation Commitiee decided to loek into
the reasonableness of the estimaied cost and afler adding up certain non
standard stipulations such as certain local area taxés and particula
circumstances prevalling at site, concluded that an amount of Rs. 100 crores
could al best be justified. Since still the gap between the revised estimated
cost and the lowest guoted bid was on higher side, the tenders were
discharged.

Thereafter, the total revision of estimate was carried oul and in place of
imtinlly proposed borrow area involving 4-5 kms. lead, a fresh borrow area
mvolving 14 km lead was stipulated and man estimated cost of Rs. 103 crores
was worked out. This time in the open tender, lowest bid was for Rs.192
¢rores. Since again the lowest hid was much higher than the estimated cost,
another option of assigning the work to some other PSUs engaged in
construction work was explored  M/s Bridge and Roof Co. Ltd,, NPCC,
NBCC, HSCL and IRCON were considered, however, on one or the other
flimsy grounds most of the PSUs were excluded and finally the work was
assigned to NBCC at a cost of Rs. 118 crores. Since, the estimate of Rs 103
crores was worked out considering all the relevant factors and current rites,
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assigmng the work o M/s NBCC at o cost of Rs. [ 18 crores thereafter, does
nol appear 10 be mstified,

Mareover, il was learmt that the work was being executed by way of
borrowing earth from the area involving a lead of 4-5 kms only, whereas the
gstimate amounting to Bs 103 crorfés was prepared involving a lead of 14
kms. Thus, if the work was to be exeouted from a borrow area invalving
lead of 4-5 kms only, then there appears to be no justification for preparing
an estimate and justifying the cost of award of work conmderning a bormow
area invalving 4 lead of 14 kms.

Case-11 (06-ET-05)

Diermled esumate for a power project “X" was prepared based on the rales
borrowed from another previously executed power project *Y"  Project *X°
was an expansion project, where the electricity & water supply was supplied
to the comtructor free of cost. In project 'Y' contructars were to amange
clectricity & water supply. Obwviously, the estimated cost of project "X’
should have been less than for the projest *Y'

In the same estimate, quantity of ‘exiiuction of rock® in the coal handhng
area devimted from 3000 cum 1o 36000 enm, which indicates thar estimate
was nol prepared on the basis of actual site conditions

The orgamzation should have prepared realistic estimates considering the
local conditions

Case{VRI)

in one PSU, the revised cost estimate for a work was prepared as Rs 5733
lakhs, which was based on the enrher awarded rates. The orgamzation had
amived at the estimated mates simply by multiplying by a capacity factor, i.e.
through extra-polation. However, an opening the price bids, it was seen that
the L1 rates were Rs.3564 lakhs only, thus establishing the fact that the
estimates that were prepared were not realistic.

CASE (VR2)
In another PSU, the estimate for a work was prepared for Rs.5570 lakhs and
for the basis of estimation, it was mentioned that estimated cost of plants,
equipments & auxiliuries have been derived from the L2 bid received for
some similar ongoing work, The quoted rates of L1 bidder however were




found to be Rs,3630 lakhs, which were approximately 35% low, giving an
mmpression that the estimates were deliberately kept on the higher side

CASE(VR3)

[n vet another case of thermal power package, the estimates were taken from
the award value of an exactly similar package of another work which was
awarded at Rs.1860.33 crore in April'04. The estimates for the new package
prepared in Nov."04 were however, iaken as Rs 2250 38 crores, i.e. alinost
21% higher than the last award rates within a time span of 5 months only
without any justifiable reasons on record.

CASE (VR4)

In a Power Projéct, initially the estimated cost was-indicated as Rs. 11 crores
only. However, after apening of the pnice bids, the estimates were revised 1o
Rs 1325 crores, ostensibly, to justify the quoted 1.-1 mtes, This practice of
revising tie estimates after opening of the price bids to justify the received
L-1 rales is extremely ohjectionable and 15 sgainst the ethics of the tendenng

sysiem,

CASE (VRS)

In one Power Project, the rites of last awarded works were simply escalated
by 10% to armive at the estimate for the new work. Escalating the last rates
by & fixed percentage may not always be the correct way of working out the
estimates. Meedless (o say the quoted rates were nowhere near the estimated
rales

CASE (VR6)

In one PSU, the work was awarded on nomination basis to another Central
PSU without ammiving at & reulistic estimated cost. As fhe initial cost was not
properly worked oul before award, an amount of Rs.30.50 crores was
allowed in addition 1o the initial cost without any justification and after
issuing the LOA, an sniendment letter to this effect was issued later on,
Even the sanction of the cost estimate was issued after approxmmately 13
months of issue of LOA 1t is relevant to mention here that many a times the
work awarded on nomination basis to the PSUs are getting executed through
private agencies by a back 10 back arrangement. Keeping the estimates loose
in the beginning results in award of work at higher rates to private parties in
a non-ransparent manner




o The estimated rate is a vital element in establishing the reasonableness
of the prices being offered and, therefore, it is very impartant that the
same is worked out in a realistic and objective manner on the basis of
purchases made by othet organizations, prevailing marke! rates, the
market trend and assessment based on intrinsic value ete,

A few check points are suggested to prevent above deficiencies-
Appointment of consultants-

o Instructions of the commission issued vide circular No. OFF]-CTE-]
DT. 25,11 to be followed.

* Appomt consuliant in a fair and transparent way.

o Decision-making should rest with the executives, The consultant’s
role should be only advisory

* Fix upper ceiling for fees.

» Provide safegnards against consultant’s failure such as performance
guarantee, professional lability insurance ete.

Preparation of detailed project report-

* Prepare DPR as per actual site requirement tn consultation with the
field stafT, otherwise it may lead to doviations & delays.

e Prepare Estimates on the basis of detailed analysis of rates considering
rates prevailing al the project site to arrive at realistic cost

e Ensure conformity among nomenclature of the item, drawings and
specifications to avoid ambiguities at & Iater stage.




CHAPTER-3 Tender Stage

Tender stage in pulilic procurement can be sub-divided under four headings-
i)  Preparation of tender document
ii)  Inviting and opening of tenders
iii) Pre-qualification
iv)  Evaluation of bids and award of work

Propa r

The 1ender after acceptance and signing becomes ‘the confract’ — a legal
document. An ambiguous agreement leads to poar contract performance and
litigations, It also gives an opportunity to & contractor to make profit out of
ambiguous conditions: It has been observed that the tender documents are
prepared i @ harmied manner without checking the conformity amony the
schedule of items, drawings, specifications, and contract conditions ete, This
generally heppens due to the reason that different parts of the tender
document such as schedule of quantities, specifications, drowings, and
generl conditions prepared by different people are compiled without
correlating them. Sometimes they are copied from old tenders without giving
a thought to the applicability of the conditions o the present work.

A few examples highlighting some deficiencies in the preparation of tender
documents are discussed below-

Case 1 (VRI)

For # Power Package, the scope included design, enmmeenng, supply,
installation etc. as per the general requirement of a Power Sector PSLL. As
per the tender requirements, bidders wese required to furnish their detailed
design and engineering proposal to suit the requirements of the PSU. The
P51 while being aware of the above fact, siill inviled offers in a single id
format, i.e. only techno-financial bids were invited in a smgle envelope.
When the scope of work includes design, engmeenmg etc., it 15 always
desirable and advisable to invite offfers in a two-bid format or two envelopes,
i.e. technical and financial so as to properly evaluate the various options and
design philosophy proposed by the various bidders and the price bids of only
such bidders whose design and other technical proposals are as per tender
requirements should be opened.
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Case 2 (VR1)
In one case, the tender notice envisaged design, manufacture, supply,

erection, lesting and commission { DMSETC) of the proposed package. This
clearly indicates that the prospective hidders were expected to have the
expenience in DMSETC. But, one of the foreign bidders, n trading
company, purchased the PO documents and after finding that DMSETC is
an esséntinl requirement to participate in the PQ bid, represented to the
orgamisation to waive this regquirement so as to allow participation of trading
firms also. Based on this representation, the organisation modified the PQ '
requirements and allowed participation by the trading firms with due
authorization from such firms who were represented by these trading firms
and who had experience in design and mmnufacturing of such E&M
equipments. However it was noticed that the organization, i.e. the PSU had
intimated this amendment only to those limited set of firms who had bouglt
the tender documents against the inital advertisement. The amended PO
‘criterta was not published in the newspapers‘web-site, This resulted n
inndequate publicity.

Case 3 (VR3)

Evaluation Criterin In a case of a Power Sector PSU, a broad marking
scheme was made available to the firms for evaluation of their bids for
short-listing as well as for techno-commercial evaluation before price bid
opening The detailed marking scheme for individual aspects/ parameters,
i.e. financial capability, technical capability and experience etc., on which
Ind was evaluated, was treated as a confidential document and was not made
availableknown to the participatmg firms. Such a practice is nol @
transparent way of indicating evaluation enteria. By knowing the exact
marking scheme, the bidders would have been more accurate and careful in
projecting each aspect while furmshing the supportung documents i then
bids.

Case 4 (VR4)

In another case, as per tender conditions, there was a provision of penalty in
cuse of failing to meet the guarantesd power consumption. The penalty was
with a ceiling of 10% of the contract value. However, there was no mention
about the threshold or minimum gusranieed power consumplion thal was
acceplable to the organization. Therefore, there were all chances that the
bidders could deliberately keep the mmimum guaranteed consumption on
the lower side so as to take benefit during evaluation and in case of not
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meeting with the minimm guaranteed parameter al the time of execution,
got away with a limited penalty of 10% only, Therefore, the evaluation in
such bids is not done in an objective manner. There is all likelihood thay the
work - gets awarded to a firm who furnished wrong minimum gusranteed
parameters willfully, In such cases, it is always advisable fo mention a
minimum threshold for parameters beyond which the offers shall stand
najected.

Inviting & Opening of Tenders

The award of Public Contract through open tender is to ensure -
transparency in public procurement, to maximize economy and efficiency in
public procurement, to promote healthy competition among tenderers, to
provide for fair and equal treatment 1o all the tenderers and to eliminate
irregularities, interference and corrupt practices by authorities concerned.
This is also required by the Article 14 of the Constitution of India

Normally three modes of tendenng are ndopted. Namely -
» Open Tenders
* Limited Tenders
» Single Tender™Nominauon Basis

In mn open tender, bids are nvited giving wide and adequate publicity. This
is the most prefermed mode of tendermg.

In the cuse of small value works, urgent works and in case only a few
bidders are available in the market, hmited tenders from such bidders who
have heen empanelled are invited. In case of Limited Tenders the
empanelment should be done in & transparent way and updated pertodically

Award of contracts on nomination basis, which is also called a single tender
is to be resorted to only under exceptional circumstances such as natural
calomities and emergencies or there were no bids to repeated tenders or
where only one supplier has been licensed ( proprietary item ) in respect of
goods sought to be procured.

In one of the recent judgmenis of the Hon'ble Supreme Court in case of
MNagar Nigam, Meerut Vs Al Faheem Meai Exporis Pvi. Ltd. n has been
emphasized that all the public tenders should be in an open and ransparent
manner with adequate publicity. In this judgment, Hon'ble Supreme Court
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has stressed that award of contract on nomination basis should be resorted to
m rare and exceptional cases only,

The Commission vide itz Circular No, 06-03-02-CTE-34 dt. 20.10.2003 and
Circular No; 15/5/06 issued vide letter no, 005/CRD/19 dit. 9™ May 2006 has
emphasized upon open tendering as the most preferred mode of lendering
and insisted on transparency in the preparation of panel in case of Limited
tenders

During intensive examination of various contracts awarded by many
orpanizations, it is observed that they do not have a clear-cut policy for
inviting tenders through various modes as discussed above.

Publicity

Widest possible publicity through well-circulated national and local
newspapers is essential for greater transparency i open tenders. [n addition
to the existing rules and practices regarding publicity through newspapers,
trade journals, the Commssion vide their cimcular no. 98/0ORDVI
dt.18.12.2003 has mstructed for up loading the Notice Inviting Tender and
also tender documents in a down loadable form on the web site, The web
site publicity 15 to be given even in the case of limited tenders.

Receipt of tenders

I the various booklets issued by the CTE Organization of the Commission,
the need 1o maintain transparency in receipt and opening of tenders has been
emphasized and it has been supgested therein that suwitable arrangements for
receipt of sealed tenders @t the scheduled date and lime through
conspicuously located tender boxes needs to be ensured. The Commission
vide their Circular No. 05-08-1-CTE-8 di. 862004 has further instructed
thit in case of bulky tender documents the provision for submisston of bids
to lesignated officials by hand should be made in the tender document iself.

Opening of Tenders

Teo mamntain transparency n the opeming of tenders, the Commussion in its
circular dated 8.6.04 has mstructed 1o open the bids in the presence of
bidders.

Despite the reiteration from the Commission regarding maintaining
transparency in inviting & opening of the tenders, a number of cases
indicating lack of transparency, openness and faimess have come to light.

14




A few examples mghlighting the deficiencies in the tender stage are given
below-

Case-1{04-WT-72)

Chne constmction PSU was awarded an offsite aren work of a power plant
costing Rs, 31 crores While gomng in for a pretender tie up, they invited
offers from two arbitrarily chosen firms, M/s A andd M/s B, Mis B became
the lowest The PSU then re-invited the bids from these two firms afler
deleting two items ie. structural steel and sheeting This time the inter-se
seniority changed and M/s A became the L-1. Again a revised bid for the:
third time was invited only from M/s A alter adding 1 wtem of sheeting M/s
A i their revised bid not only quoted higher rates for sheeting, but also
increased their rates for other itlems also, Thas the totul pre-tender tie up was
entered inte in a non transparent, unfair manner resulting in undue benefit 1o
only one contractor,

Case-2 { O5-WT-48/77)

One construction PSU 'E” was awarded the S8G area work of power project
costing Rs.64 crores. The PSU invited tds from arbwtranly empanclled sub-
contractors without specifying the qualification cnteria. M/s A" offered
highest margin and became H-1. However, they were rejected by the chent
power sector PSU *N" on grounds that Mfs ‘A’ were not meeting the
requirements. I is to mention here that the PSU "N” had not stipulated any
particular qualification criteria for the sub-contractors. The PSL ‘E°
suggested some other agency ‘B* arbatrartly. M/s “B” also was rejected by
the PSU'N". Ultimately, the PSU *N' sugpested three names arbitranly, oul
of which only agency M/s *C" showed nterest, but hack tracked later. Thus
the whole process of sub-contracting was non-transparent samd was left to the
mercy of the ¢lient PSL

In this case, # olear cut qualifying criteria lor sub-contrictors should have
been stipulated by the PSU *N' in the tender document itsell, instead of
arhitrary rejection of proposéd sub-contraciors. In fuet (he PSL "N should
have kept itsell away from sugpgesting the names of lhe sub-contractors
Similarly, vthe PSU "E" should have prepared a panel of sub-contracrors. for
varipus frades in a transparent way

Case-3 ( 06-WT-15)

One power sector PSU N, awarded the work of main plant and off site ¢ivil
work of a power project to another construction PSU "H®. The PSU "H' had
an ad-hoe panel of four firms for piling work. The PSU "H' invited bids
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from three firms and the 4" firm was left out Two out of these three were
not interested, so only one firm was et in the fray. Since there was no broad
based panel of contractors that was prepared in a transparent way, there was
lack of competition, The PSLU “H' got very low margiin percentage. Even
when, one otiier interested party contacted this PSU “H’, it even did nol
bother to consider ther offer.

In the same work, the PSU “H' made out a punel for pre-tender tie up by
taking the six firms who had approached them and adding three more
warking contractors. The panel was prepared in a totally arbitrary manner

Case-4 (M-ET-05)

At the nme of formulating one power project costing Rs. 1700 crores,
International Competitive Bidding was considered as the preferred mode of
tendenng, However the entire work was awarded to another PSU "B’ an
nomination hasis. Further some of the sub-contractors shon-listed by the
executing PSL) "B were rejected by the client PSU "A" without assigning
any reasons.

In the same praject. in one of the packages awarded 1o a PSU B on
nomination basis by a PSU, the PSU, which was awarded the work on
nomination basis swarded the work to another PSU, which m turn awarded
the work to a private contractor. Thus, ultimitely work was executed by the

Mh sinpe contractor
Case-5 (06-ET-05)

The work of cooling tower (costiing Rs 62 crores ) for a power project wis
awarded on nommation basis © a prvate firm even though there are &
number of agencies m the markel executing similar work = The concemed
PSU shonld have invited competitive tenders from competent and
expenenced agencies

In one case, while inviting tenders, the publicity made Ffor short-listing of
bidders was stated to have been given in vanous newspapers and also
through the website. Bui dunng CTE's mspection, a copy of only one
newspaper cutting was made avadable, Organization was not sure if the
same had appeared in all the newspapers envisaged Also in the tender
notice, no details of eligibility eniteria, probable cost of work, ete. had been

I
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mentioned. Nowhere in the bid was evaluation document for short-listing,
was the date of publicity in vanous newspapers mentioned/ certificd by the
Evaluation Commitiee, On examining the entire case, it was found that the
extent of publicity given 1o this case as stated was not established.

Case-7 (VR2)

In another case, the first call of tenders was cancelled and fresh NIT was
issucd thereafter. In the sécond round, the total time given to submit the
tenders was only 15 days which is much less than the stipulated period of
mimimum 45 days.

Case-8 (VR3)

In one of the tenders a condition authonzing the buyer organization 1o award
cantract to the next lowest evaluated bidder in the event of the failure of the
L1 bidder to sipgn ihe contract and furnish performance security, was
incarporated. This t5 vielates Commission’s guidelines on the subject which
prescribes that if L1 bidder backs oul due 1o any reason, there should be a
re-tender in & fair and transparent manner.

Case-9(VR4)
In one case, the Tender Receipt Register was not found maintained. From
the documents il was nol possible to establish as to how many bids were
recerved within the supuiated penod. Further, the orpanization did not have
proper arrungements for receiving the tenders through tender boxes. A
proper armangement for the receipt of tenders at the scheduled date and time
through a tender box needs to be adopted.  In cases where the tenders are
required to be submitted by hand due to the bulky size of the tender
documents, it 15 to be ensured that the names and designations of at least two
officers ure mentioned in the bid documents who shall receive the tenders by
hand. The information about these officers should ulso be displayed at the
entrunce/reception of the premises where the tenders are to be deposited sa
us (o ensure a convenient appronch for the bidders.

Case 10{VRS)
[n one case, the price bid opening process was found to be not as per the

preseribed procedure. In this case and in a few other cases also, the amount
quoted by the vendors was not being entered by the tender opening
committee in the fender opeming register, though as per the purchase manual,
on the spot summary was to be prepared by the tender opening committee.
In the instant case neither the quoted mmount was entered in the tender
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opening register nor the spot summary was prepared by the tender opening
commiftes

Caze 11{VRE)

In one case, the origmal price bid of L1 bidder was checked and 11 was found
that a stamp was put on each page of the price bid, which contained date of
opening & signatures of the members of the tender openmg commitice.
However the column for the number of corrections was kept blimk and the
number of comrections was not mentioned, thereby giving a chance for
manipulation in the price bid at a later stage.

Case 12(VRT)
n the same case, the comrected quoted amount was Rs. 40.79 crores, which

was just Rs. 5 lac less than the L-2 quote of Rs. 40.84 crores. In the price
bid, a discount of 11% an total price is seen to hove been mentioned below
the stmnp and signature of the tender opening committee, Incidentally, this
insertion also was nol attested by the tender opening committee leaving a
doubt as to when the discount amount was added ie whether after the
opening of the price bid? Such manipulations were possible m this case as
the column reflecting number of corrections was biank and was prone to be
misused by any interesied party

Casel 3} VRS)

It yet another project of a Power Sector PSU, the covering letter of the price
bid of one of the bidders to whom the work wae finally awarded was having
i ligt of all the documents enclosed in the bid. However, in the same bid, a
letter indicating a discount was also enclosed but this letter was not having
any mention on the first page of the price bid which was containing the list
af all the enclosures. Incidentally, thiz bidder could become L1 only alter
considering the discount as per this letter, which leaves enough room for
stispicion that the discount letter might have been added at o later stage

Casel4{VRY)

In m case of award of a project of Rs 3400 crores by a Power Sector PSU 10
mother Central PSU on pegotiation basis, the justification was gven thai
one State Government has also given the work to the same Power Sector
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PSU on negobation basis. By doing so, the PSU skipped the nomnal
tendering procedure to award the work to the Central PSU, This procedure
of awarding a work on nomination basis is not correct due to the following
TeAsSONs:; -

a)  The procedures followed by the State Government may not be taken
as precedence to obviate procedures adopted in a Central Gowi,
Orgamzation.

b)  Considenng the amount involved and the long gestation period of the
project it is not found prudent to skip the tender process just o save
some tme.

¢)  As per the Gowvt.’s sanction, this project was 10 be executed in the 10™
Plan period and, therefore, there was sufficient time available for the
organization to go in for a regular tender process.

CaselS(VRI10)

While awarding various packages to private companies, a Central PSU after
having obtained the main power project on nomination basis from another
Central PSU chose to give limited publicity by giving a tender notice only in
one newspaper, i.e Financial Express (English) and that too in Kolkats
Edition only, This particular newspaper is probably having the least
cirgulation in the category of national newspapers, like, TOL, HT & the ET
ete. Because of this limited publicity, in most of the packages, the offers
received were only from 2 to 4 bidders and that too most of the bidders wete
from a particular place only.

a Opening of tenders in the pressnce of trade representatives should be
serupulously followed. While opening the tenders by the tender opening
officer / committee, each tender should be numbered serially, inmitialed
and dated om (he first page Each page of the tender should also be
intinled with date and porticularly the prices, important terms and
conditions ete should be encireled and imitialed by the lender opening
officer /committee. Altertions in tenders if any, made by the firms,
should be initialed legibly to make it perfectly clear that such alteration,
erasing or cutting was present on the tender at the time of tender
opening and this fact be also recorded by the tender opening officer /
committee.
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Pre-qualification

The success of a project largely depends on the capability of the
contractor/vendor, Pre-qualificahon is a process to select competent
contractors having technical and financial capability commensurate with the
requirements of the particular procurement (Project / supply of goods/ hinng
of services).

The pre-requisites of pre-qualification process are-
~Transparency

-Faimess

-Mamtenance of competition

The Commission has issued gwdelines vide cwoular Nol2-02-1-CTE-6
dated 12.122002 and 07.05.2004 advising the organizations o frame the
pre-qualification criteria in such a way that it is neither too stringent nor (oo
lax to achieve the purpose of fair competition.

During intensive examinations of the works of the organizations dealing
with the power projects; following deficiencies were observed-

o Stringent PO Criteria resulting in poor competition,
Unduly restnictive criteria, creating entry barrier for potential bidders.
Evaluation entena not notified to the dders; making the PO process
non-transparceni.

¢ PQ Criteria relaxed during evaluation, thus creating entry barmier to
the other potential bidders fulfilling the relaxed critena

s Credentinls of the bidders not matched with the notified criterin,

¢ Credentials of the hidders not verified.

A few examples on the above deficiencies are as follows-

Case-1 (04-NH-74)

As per the notified qualification eriteria for a housing project costing Rs. 13
croves, bidders were required to have experience in housing project. Four
bidders were qualified. Two bidders M/s A and M/s B were qualified on the
basis of their experience in the construction of hospital binlding and office
building respectively, Remmning two bidders M/s C & D were qualified on
the basis of their experience in the construction for private firms, Without
verifying the credentials, M/s D was awarded the work.
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The orpantzntion should hive re-inviied the bids with relaxed eriterie so that
contractars hiaving expérience in other type of multi-storied buildings could
have also participated  Further the organization s a matter of policy should
verify the credentinls mnd obtain the TDS certificate from the clients fior non
govt works. '

Case-1 (05-NH-36)

Ume organization called tenders lor prequalification for civil works of a
Hydro power projects (costing Rs 600 erores) from eloven frma Even
though, sufficient was available for call of open tenders. Calling
prequalification tenders from arbitrarily selected |1 firmas for soch o hoge

project is & serious lapse

Ome of the pre-qualification critena for the above praject was = the firm
shoold have schieved conereting of volume 2500cumn per month more than
once in one project. One finn A was insisting oo jowermg the  said Hmil
from 2500 cum per month to 2000 Cam per memth. Later on the same firm
submitted experionce certificate of having achieved 2300 cumn of concroting
per manth more them onee in one project. The argamzation did not venify the
suthenticity of the certificate. Sinoe there was & request from the contracior
*&" 1o lower the limit of concrening, o 1= obvious that the comtrnctor A did noy
have the centificate In such a situation, the crganization should hive taken
special care to verify the genuiness of the centificate, Subsequently the firm
became L1 avd work was awarded to them. It v quite possible that the work
hind been awarded to an in-eligible contractor.

Cose-2 (05-WT-44)

One PSLY for thewr mansmission lime praject costing &5 crores suputated thm
the comtractor will demonstrite the avallable manufaciuring capaoity in
respect of seel (owers eomsidering their manufscturing capacity ns well ns
known comititments (Mamfbcturing capaetty- Commitmentts = Avmilable
manmufacturinyg capacity). || wan observed during  intensive esxcumination thal
the munufoctunng capacity sod the commnmment i respect of M/s K w0
whom the work  was awarded was  S4000MT md 29000MT  only
respoctively, Thas the ovailable mmnufsctunng copacity was only 2 50D0MT
apainst ihe requirement of 48000 MT of steel fowers Thus the contractor did
not meet requirement.

Cane-3 (D5-WT-44)

In & tnnuniesion line projeet, pre-qualification  criveria  was  made
ambiguous. As per pre-gqualificatien criteria the bidder should have
suvoesafully completed ol lesat two project of simulus mnture and mute leagth
of 200 KM An obvious interpretation is that the finm shiould have executed
two projects each of minimun length af 200 KM The PSU qunhﬂ-ud the
contractors by tuking the eumulative length in number of project in stead of
200 KM length in ench project

The PSLU should have made the pre-quulificabon ertonn exhaustive yot
ppecifie
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Case-4 (05-5H-38)

Qualifving requrements i a dam project, were made stringent in the frst
mstance. The suggestions made by one of the official for stipulatng lesser
length of a munmels and also the suggestion of the consultant for supulating
any type of mnnel instead of water way tunnel were 1gnored before
finalizing QR. This stnngent criterin resulted i exclusion of some capable
comtractors. Even though the suggestion of relaxing above 2QRs were
ignored, the committee relaxed some other cnteria to includes other firms.

Case-5 ( 06-SH-13)

Pre-qualification criteria for o power project costing Rs.220 crores was not
made exhaustive. Minimum value of work completed by the bidder in
support of their past expericnce was not stipulated. Five reputed and large
firms having expenience in power projects, were excluded from participation
on limsy ground of executing small valuoe works. Since no minimum value
of work wis mentioned, this ground of exclusion of these firms was totally
wifair, Out of the two firms qualified, one firm PSU "BT was having
experience of the work costing only Rs. 31 00crores. If the same yard stick
was applied uniformly, other excloded firms also would have qualified.
The second firm *S” which ultimately became L-1 was qualified oo the basis
af waork in progress against the requirement of completed work. Thus on
one hand eligible firms were disqualified an ineligible firm was qualified on
other hand. There appeared to be hardly any competition. The quoted rates
of PSU ‘B’ was unreasonably high (Rs.320Crores) as agamst the L-1"s
rates (Rs, 220 crores) clearly indicating its role as a supporting firm only

Case-6 (16-ET-05)

As per notified PQ critena for the work of coal handling plant for power
project. the contractors were to be selected on the basis of their experience in
2 similar completed works of certam value. [n the last five years.
However, it was observed thar L1 contractor was pre qualified on the basis
of ongoing works. Thus, evaluation was not done as per notified criteria.

Pre-gualifymg contractors on the basis of thewr expenence i ongoing work,
rather than on the basis of completed works was observed m number of

CiSes.
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Case-8 (06-ET-61)

As per NIT condition of ‘Tail Race Diversion” work of a hydro power
project, bidders were required to have expenence of having successfully
completed certain number of similar works of cermain value duning last 7
years ending May (4 .On scrutiny of credentials of M/s X, who was awarded
the work, it was observed that the work on the basis of which, M/s X was
qualified was in progress on 31" May 2004. Thus the wark was swarded to
ineligible contractors.

Case-9 (DS-ET-33)

While pre-qualifying contractors for a transmission line project, two
contractors were qualified on the basis of experience of the same work. One
contractor wos awarded the work. Even after lapse of two vears, the
department could not explain the anomaly, obviously they had not veriiied
the credentials. The same lapse was observed in a hydro power project also.

Case-10 (06-ET-45)

As per standard pre qualification entena for power wansmission fine | the
idder were required 10 have ceriain  expenence as a  pmme
contractor/member of a jomt venture. In one of the package, this standard
pre qualification critenia was relaxed to the extent that even bidders having
experience as @ sub contractor were atlowed. 1l appears that the experience
in the capacity of a sub contractor was added only in the standard document
1o suit one particular bidder, Even this reluxed pre qualification eriteria in
this particular tender paper were not fulfilled by the L] comtractar. The LI
contractor had expenence in the capacity of sub contractor m erection of
transmission line and not i complete work.

Case-11 (05-ET-46)
In number of casés pertaining to one organization, it was observed that pre-
qualification criteria was relaxed afler issue of NIT and fresh relaxed cnlerna

was publicized. Thus, pre-qualification process was nol transpareal

Case-12 (05-SH-38)
in one of the power projects, the qualifving requirements was initially
framed stringent and was relaxed later on to mclude more number of firms
The critena considered was number of firms applied for the PQ doguments
rather than the requirement of work.
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Case-13 (05-5H-06)

Pre-gqualification through open press adventisement was not done for one of
the major power projects, Offers were invited from the sclected firms on the
basis of pre-qualification done for some carfier project.  Initially, one firm
was excluded but af laster stage, again this firn was considered as pre-
qualified. The process of pre-qualification lacks clanty and ransparency
because no clear-cut policy was adopled for adding/deleting names of the
particular firm

Case-14 (07-5SH-13)

For a power project costing Rs.260 crores fresh pre-gualification offers were
not invited rather arbitranly one firm was drwn from an earier executed
project. It will be pertiment 16 mention that this arbitrarily chosen firm was
nont pre-qualified in the carlier project for the wotk similar to the instant ane.
[n fact by way of misrepresenting the competence, this firm was considered
qualified despite having no expenience in the similar field.

Casels (VR1)

In the case of a Power Project, the Qualification Requirement (OQR)
envisaged p eut off time for considering the expericnce ag rom the date of
tender opening, i.¢. the works executed within a certamn time penod were 1o
be considered for qualification purpose. However, as the respanse was poor
against (he first call of tenders, the QR were revised bul the eriterion made
wits even more stringent. Removing the cul off limit of time period resulted
in qualifying firms who had executed similar works as long back as 15 vears
probably with obsolete technology.

Casel6 (VRZ)

in o case of award of mechanical package by a Power Sector PSU, the PQ
criterin appeared to be skewed in favour of a particular firm to whom work
was finally awarded. For this project of 2000 MW, only two works of 200
MW were envisaged Lo be completed by the prospective ndders. Against
thig. a firm to whom the work was awarded produced two certificates having
completed works of 200 MW and 210 MW oaly. Incidentally, the finn
provided these two certificates also only after opening of bids.

Case 1T{VR3)

T a case of award of E&M package by a Power Sector PSU, the case was
finalized withoul properly examining the eligibility criteria vis-d-vis the
proposals submitted by the bidders. Wheteas the eligibility eniteria
envisaged major share of contribution by the leader in case of the Joint
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Venture bidder, but as per the proposal submitted by a Joint Venture, to
whom the project was fnally awarded, the disiribution of work was
indicated in an ambiguous manner. In the mnitial offer, the leader boing a
foreign company indicated majar supplies from their offshore work but in
the price ds, the distribunon of works appeared such that major portion
would be supplied from Indian partner. Pnma-facie, the joint venture
bagged the award by circumventing the prescribed eligibility enteria in the
tender

Case 18(VR4)

In one case, a PSU issued amended the Qualification Criteria throuph a
corrigendum in such a way that suited a particular firm, Le the successful
bidder. MNormally the offered equipments are required to have a proven
performance for a certmn penod say two years or one year on the date of
opening of the bid. But i this case the amended qualification entena did
not specily any period and rather envisaged that the equipment should be in
satisfactory operation as on the date of nd opening.  This requirement was
fulfilled by the said firm based on a user certificate stating that the offercd
equipments were working satisfactorily since November 2000 as against the
bid epening date of 4.6.2001. Incidentally the origimal Cualificanon Critena
envisaged, a specific technology based equipment howving satisfactory
operation Tor at least two years as on the date of opening of bids. The period
of successinl operation of the equipment was deliberately not specified m
the amimded qualification criteria to suil a parficular firm

Case 19(VRS)

In one case, the Certificate of Waork Expenence submitted by the bidders did
not have the details regarding the date of starting of the work and the scope
of work ete. [t appeared that the evaluation of the QR was not done in un
glaborate mammer.  In the certificates, it was not mentioned whether the
works were compleled in time of otherwise. Timely completion of works is
an important attnbute while evaluating the credentials of the bidders.

Case 20{VR6)
in some of the Power Sector PSUs instead of pre-qualification, post-

gualification evaluation is adopled, i1.c. the offers are scrutimzed in terms of
QRs after opeming the price bids. The firms are selected through a process
of elimmation, i.e. if L1 bidder meets the QR, the work is awarded (o such
bidder otherwise L2 hidder is evaluated vis-a-vis GRs and 50 on. In such @
system since the evaluation is done after knowing the price ranking, there
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are chances that the recommendations get biased because of one reason or
the other. Such a system can be considered fool proof only when the QRs
are defined absolutely in clear 1erms and without any scope for mis-
interpretation and manipulation by the bidders.

o The purpose of any selection procedure is to attract the participation of
reputed and capable firms with proven track record. It shouid be ensured
that the PQ criteria are exhaustive, yet specific and there i1s fair and
adequate. compention. It should be ensured that the PO criteria are
clearly supulated in unambiguons terms in the bid documents,

Tender Evaluation and Award of Work
This is the most sengitive area sosceptible 1o cormption. Corruption is
inversely proportional to ransparency and faimess. To ensure that
evaluation is done in most transparent and fair & open manner _following
points should be taken care of ...
o  Evaluation of tenders exactly as per the notified critenia
* Timely decision within validity peniod.
= Complying with commission’s cireular regarding negotiation,
« Ensuring that conditions / specifications are not relaxed in favour of
conlractor to whom the wark i3 being awarded.
Ensaring that L1 is not ignored on flimsy grounds
Compliance with the purchase preference policy of the gowvt.
o Ensuring that work order / supply order 15 placed within justified
rates

L

CVC guidelines in this regard have been issued vide followmng eirculars-
o Circular No, 8(1)(HY98(1) dated 18.11 .98,

Circular No. 98/0RDY1 dated 24 82000/ 153.99,

CVC'S Office Order No. 13/3/05 (005/VGL/4) dated 16.3.2005,

Circular No, 06-03-02-CTE-34 dated 20.10.03,

Circular No, 004/DSP/11-6394 dated 24-2-2005

Circular No, 005/CRD/012 dated3.03.2007

E & & ®E @&

Some of the deficiencies observed in evaluation and award of work of power
projects are as below-

26




Case-1 ((4-NH-73)

Eleven firms were pre-qualified and tenders were invited on ilem rate basis
for a housing project and eight agencies submitted their price hid  The rates
guoted by L | contractor Mfs A were found on higher side for certain items
and the bid was considered as front loaded. Once this L1 firm was asked to
submit the bank guarantes against the difference for abnormally low rated
(ALR) items, the firm asked for the analysis of mies of the department on
the basis of which these items were categorized as ALR Rather than
supplying the mformation fo the coniractor, the department opted for snap
bidding on percentage rate basis from the bidders who submitted the price
bid. In the snap bidding, some other firm became 1.1, but the mte of this L1
bidder M/s B were higher by Rs 40 lakhs than the rates of M/s A

The organization could have shared the information with Mfs A and
accepted their offer keeping safeguard for front loaded bid.

Case 2 (05-WT-44)

For a transmission line, tenders were tnvited in six packages in the same
penod. Incidentally, in all the six packages only one firm became L1 and all
the six packages were awarded to this firm on rates varying from 4% to 19
% above the estimated cost. Since, all these mix packages were similar in
nature and were to be executed in similar termain, then award of works at
chiferent rates does nat appear (o be in order.

Case 3 (U5-WT-60)

In the work of mamn plant and off site area, costing Rs.37 erores, the rates of
L1 dder were 2% abowve the estimated cost. In order to justify these
higher rates, the arganization, obtained a single quotation from a local
builder for aggregate and saud. In fact they should have gone for market
enquiry and obtained quotations from various soppliers, This, casual
approach resulted in award of work at higher rate.

Case 4 (05-5H-55)

In a case of a work of n centml PSU, tlenders were invited ander
International Competitive Bidding, Alter detailed evaluation of the bids, a
JV firm with its quoted price of Rs 650 crores emerged as lowest bidder (L-
1), Accordingly, this firm was invited for post tender discussions. Bt
doring discussion, this lirm started putting certain unwarmanted conditions
regarding exemption of taxes and duties etc.  These conditions were not
mentioned in the firms offer and the bid/offer same was in total conformity
with the terms of tender documents. Sensing the reluctance oo the part of
the firm, the PSTJ conveyed this firm that in case they did not come forward
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for post tender discussion, their action would be treated as withdrawal of
bl

In the mean time, the minor pariner of the Joint Venture approached the P51
cancerned with the request that since the major partner of the IV is backing
oul, they might be allowed to replace the major partner with the firm of
reuired credentials.  Incidentally the PSU while considenng the request,
allowed this minor parmer of JV to propose a new major partner within a
period of four weeks. Despite this leaverage the munor JV pariner could not
supgest an acceptable replacement for major partner in the JV. In this
background a decision was taken by the PSU to go for a snap bid amaong the
agencies who participated in the origmal bidding and finally one of those
emerged as L-1 bidder with 1ts quoted price of Rs. 665 crores, which was Rs.
48 croves above the quoted price of earlier L-1, JV firm

Surpnsingly, after taking a stand initially, that the action of the mitial L-1
bidder wounld be treated as withdrawal of bid on sccount of putting the
mwmranted conditions dunng post bid discussion, a new line of thought
emerged whether this action of the original L-1 bidder should be trested as
withdrawal of offer or the bid had become non-responsive. Takimg shelter of
the legal opinion sought in some other case, a decision was taken 1o not to
forfeit the bid security of Rs, 9.0 crores oo the plea that the bid had become
nan-responsive. 1t would be pertinent to mention that on this issue, the
opnion of General Manager (Law) of the PSU was thal since the conditions
put forth by L-1 firm were unwarranted and were after opening of the bid, as
such their action amounted to withdrawal of bid necessitating forfetture of
bid security of Rs. 9.0 crores. Top of all the opinion of GM(Law) was not
placed before the board for taking decision oo this 1ssue.

In view of the foregoing background and with the facts that the onginal 1-1
bhidder was called for post tender negotiations, it is amply clear that their
offer was in conformity with the bid conditions and cannot be treated as non-
responsive on whatsoever pround.  Therefore, putting any conditions
contrary Lo the bid requirements, at the time of posl tender negotiations
amounts o stalling the process of finalisanion of tender and, eveniually,
withdrawal of the offer. The view taken by the PSU that too, aganst the
advice of its Law Department, appears 1o have given an undoe financal
benefil of Re. 9.0 crores 1o the bidder.
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Case 5 (06-SH-44)

A power sector PSU'AS inviled tenders for main plant area of a thermal
power plant wherein, one PSU 'B" bidder had quoted Rs 14950/ per unit
rate for an item, bul caleulared ilem amoum taking the umit mie of
R5.24950/-, As per the ambiguity clamse, rate of the items quoted by the
bidders had precedence over the mmoumt worked out, The organization
should have calculnted item amount taking Rs 14950/~ as a unit mile.
However the orgamzation considered Rs. 24950/~ as unit rate on the réquest
af the bidder against violation of the tender condition.

Hud the bid been evaluated as per terms of the tender documnent, the PSU
bidder "B” was L-] with quoted amount of Rs24 56 crores, but ance the
item rate was considered Rs 24950/- mstead of R 14950 the PSU bidder *B*
became L2 wath fendered amoumt Rs 26.66/-. This PSU "B’ availed
purchase preference and finally was awarded the work at Rs. 26.13 crores.
Thus, power sectar PSL! A" awarded the work to PSU “B” ot higher mite by
Rs 157 crores (R$.26.13 or-R5.24.56) by violating smbiguity clause of
tender document

Case 6 (06-E'T-05)

Cne PSU A" who was awarded a power plant project on nomination basis,
divided the civil warks in four packages, while sub contracting one package,
the PSLI*A” did not extend the purchase preference policy to PSU ‘B’ The
work was awarded 1o L-1 private contractor who subcontracted the work 1o
the same PSU B PSU 'B° further sub contracted to another private

contractor. Thus, nitimately work was executed by 410 stage coniracior

Case 7 (05-ET-33)

In a power transmisgion Hine work, tender documents stipulated completion
peniod as 27 months However, before award of wark, the period of
completion was increased 1o 44 months. Thus, the L1 contractor got undue
benefit on account of extended completion period. The refaxation extended
to L1 created a discnminatory treatment 1o others.

CASE 8 (05- ET-80)

In case of an EfMluemt Water Utilizations Project, four lenders were
recetved, out of which only two were not techno-commercially acceptable
and one firm M/s A did not submir the required earnest money, thus it was a
single tender. However, Mfs A's tender was also considered, apparently to
uvoid a situation of a single tender.
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Case 9 (05-SH-39)

In one of the power project, initially a particular sub-contractor proposed by
the main contractor was disqualified on some flimsy grounds, but later on
the same sub-contractor was considered qualified without any change in the
status of the experience etc. of that sub-contractor.

Case 10 (05-SH-62)

In one of the power sector PSU for a parmicular project, feedback regarding
the performance of the contractor was asked for the work considered for pre-
qualification before award but it was observed that i spite of adverse
feedback regarding the past work, this firm was awarded the work,

Case 11{VRI)

In one case, a Joint Venture (JV) quoted their prices in a way giving them an
advantage of 15% purchase preference allowed to indigenous manufacturers
as per the Govt. policy for Mega Power projects, In the schedule | of the
price bid which consisted of only CIF component, the JV kept
disproportionately lower amounts so as to avoid the financial loadings and
hence, resulting in & disadvantage to the other bidder, 1.e. a JV between a
Central PSU as leader and a foreigm partner.

Case 12 (VRRZ)

in another case, a bid guarantee of Rs, 10 crore given by L1 bidder was
mitially valid up to 31.10.2004 but after processing the case, the LOI was
issued to this bidder on 3,12.2004, after the validity of the bid guarantee was
gver. It was only after placement of LOI, that the bid guarantee was gol
extended up to 6.12.2004, which is shnormal and needs 1o be discouraged as
there was no bid guarantes during the intervening period from 1.11.2004 1o
6,12 2004 duning which the case was being processed.

Case 13 (VR3)

In a case of award of mechanical package by a Power Sector Undertaking,
the bid evaluation criteria envisaged a large number of loading factors with
unrealistic presumptions, For example, the SG (Boiler) efficiency was
loaded for every 0.1% varigbon from the base for 25 years, presuming
therein that efficiency can be consistently measured to such a minute
precision. Moreover, the guoted efficiency is found to vary widely and the
same is not consistent as seen from the offers submitted by the bidders. For
example the successful bidder quoted efficiency of 84.92 % in case of ane
praject but quoted 86.26 % efficiency i case of the other within a shon span
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after losing the contract in the earlier tender, indicating a wide variation in
acceptance of efficiency. Similarly, Coal Pulverizer components” wear and
tear 18 worked out for 25 years, whereas these components are replaced
cvery two to thrée vears  Incorporation of such clauses gives a
leeway/handle 1o manipuiate/change the Inter-se-senionty.  Further, what
recourse could be taken by the PSLI is not on record if after a period of 4-5
years of the commissioning of the Plant, it comes to light thai the
efficiencies prescribed or committed huve niot been attained found not
attainable. By then, the incligible vendor would have already bagged the
contract for such a large sum of a few thousand crores.

Case 14 (VR4)

In one Power Project, a FSU invited two types of price bids. One lor meps
power praject status and the other one for non- mega power project status.
Later on, the price bid with mega power project status was opened and the
work was awarded after evaluation. However, the mega power project status
was not accorded by the competent authority, i e the concerned Ministry, to
this particular praject till date of inspection when over half the project had
been completed, though all the benefits had been extended in this case by
considening the same as mega power project [t is worthwhile to mentian
here that there are certain concessions given to the bidders for mega power
projects and processing the case without requisite approval of competen)
authority might have resulted in imdue benefits to a particular ndder, 1. the
successiul bidder in this case,

Case 15 (VRS)

One Power Sector PSU awarded a package to a Central PSU after
considering the purchase preference entitlement 1o the Central PSU in case
the value mdditon by such PSUs 1s minimum 20%. While quoting, the
Central PSU stated that value addition would be mimmum 20% but during
execution of the work, it was found that the Central PSU off loaded most of
the work to private companies on a back-to-back basis and it was established
that the actual minimum value addition by the PSL! was not 20% as there
was no document to substantiate this fact

Case 16 (VR6)
in yet another case of Fower Project, the pnce preference of 15% on CIF

component in 8 mega power project was found manipulmed by a private
scctor company to beat an Indiam PSU competitor.  As per policy on mega
power projects, 4 15% loading is done on CIF companent of the price bid.
While quoting, the private company kept CTF component deliberately on the
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lower side so as 10 avod this 15% pnce loading. However, m the supply
order the CIF component was in¢luded m another schedule of the pnce bid.
which was mamly for the Indian Rupee component of the price and thus, the
purchase preference given by Govt was wrongfully availed by a pnivate
company, 1o the disadvantage of a public sector company, who guoted
mainly in Indian Rupees and was the bona-fide beneficiary of the price

preference.

Case 17 (VR7)

In one case, the price bid was required to be given in two pans, 1.e. supply
partion and civil & erection work. The L1 ndder, who was finally awarded
the work, quoted a very small portion in the civil & erection work and kept a
major partion of the price part in the supply portion  However, winle
placing the LOAs (Letter of Accepumee), the work was redistributed in the
two LOAs, which was not as quoted in the price bid  For eg. civil &
erection work as quoted tn the price bid was only Re 50,000/~ but the same
was enhanced 1o Rs 1.50 crore in the LOA while reducing the same amount
m the other LOA for supply only.  Although the over-all cost of the contract
was same, bui redistnbution of the proportion of the cost in this manner may
result in undue benefits to the contractor and hence needs 10 be severcly

discouraged

Case 18 (VRS)
While evaluating the bids, the price reasonableness of the projects is not
uniformly applied before accepting the tenders. [n one case, the award value
was Re 240,69 crore against an catimated amount of Rs.385.75 crore for the
E&M Package of the Power Project.  The per MW cost for this package
wirked out to Rsd47320 lakhs in Oct.’01l whereas while making a
compansen wilh another project awarded in Jan."99, the per MW cost for
simifar package came 1o Re.73.20 lakhs. This indicates that the project
awarded in Jan."99 was at a very high cost and also gives an impression that
a wide munge of per MW cost 1s being justified while awarding the packages.

A few check points are suggested to prevent above deficiencies-

Preparation of tender documents
*  Adopt updated standard bidding document
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Ensure conformity nmong nomenclature of ilems, specificalions,
drawings, general and special conditions.

Avoid stipulating such conditions in the contract, which are not
feasible to be operated.

Stipulate performance gusruntee clause to eliminate non serous
bidders

Caonduct pre-bid meeting i) 1o bring clarity regarding sprit of various
provisions & ii) to bring necessary modifications, if vequired. Make
minutes of the pre-bid meeting as part of agreement.

Provide clause to deal with ambiguous prowvisions (order of
precedence) in the tender document and ambiguity n the tender
submitted by the contractor

Stipulate all prevailing govi. policy orders such as purchase
preference policy (eve’s eircular no. Dated 15.03 99 & DPE’s circular
dated 18.07.05), customs exemptions for material to be imported et
Provide encugh safeguards against misuse of mobilisation advance
(CVCs circular Mo 4CC-1-CTE-2 dated 10,04.07).

Natify objective evaluation criteria in the tender document.

Stipulate condition regarding splitting of quantities, if required, in thie
tender document

Notify criteria of splitting in the tender document itsell it spliming of
work / supply order is envisaged (splitting is envisaged when L1
capacity is less than required or to avoid heavy reliance on one firem)

Inviting tenders

Prefer open tendering as far as possible

I case limited tenders are resorted to, prepare & update panel of
contractors’ vendors in a fransparent way.

Ensire adequate & wide publicity. (Web publicity is necessary even
in case of limited tenders)

Ensure adequate time or submission of offers.

Upload NIT & tender document on web site, even in case of limited
tenders (cve's circular dated 11.2.2004),

Matify camplete address of place of tender submission feve's circulur
dated 8.6 2004),
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Opening of Tenders
= Open the bids in presence of bidders
*  Attest and account for comrections, omissions, insertions, overwriting

# Prepare ‘on the spot summary’ in tender opening register

Pre-gualification

* Keep the PQ cniteria neither oo stringent nor too lax.

* Prepare the PQ eritenia specific to the requirement of the work in clear
Lerms.

Notify the evaluation eriteria in the PO document.

Verify PO credentinle.

Evaluate the bids exactly as per the notified cniteria

& & & & P 8 ® @»

Retender if relaxation in PQ cniteria 1s necessary

EXECUTION STAGE

Puring course of technical éxamination of various contrects by CTE organisation,
il was observed that, officials who are otherwise oxpert in their own technical
field do not go through the complete contrmet document. During performmce of
the contract, their main focus seems fo be an BOQApecifications of the items.
Other mportant contriet provisions, which otherwise are essential for smooth
operation of comtract get ignored. The contractors/vendars tends to take advantage
of the ignormee of the site staff to their benefit Many a times major financial
irregularities occur during the performmce of the contract becmse of the officials
are not tharough with the contract conditions

The deficiencies in this stage ure categorized as below-
® Complisnce of agreemem conditions
® Making puyments
®  Emuring quality
®  Timely completion
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Compliance of Contract Conditions

Case-1

As per contract condition, in case of a housig project costing Rs.15 crores, water
for canstruction was o be armnged by the contractor. They were also supposed 1o
pay “royalty” Tor the surplus carth genemted from excavation. The PSU provided
the water and did not deduct the royalty from the contructor's Bill, The comractor
wiss unduly benefitted by Rs. 4 Lucs on this account.

Case-2

As per the contruet condition, if an item is repeated in different sub-beads, the
minimum ftes of all sub-heads will be paid for that particulsr item. However, in
violation of this contract condition, different rutes were paid for the same item in
different sub-heads, which resulted in overpayment of Rs. 4 lacs. Also, due 1o
delay in construction the PSU could not avail rebate from local body.

Case-3

In case of main planl work of power project, costing Rs.77 crores, there were
express provision for deployment af certain equipment, machinery and manpower,
This was also highlighted during pre bid discussion; obviously the organization
had stipulited these requirements to fucilitate speedy completion of work. The
contractor deployed less number of machinery manpower etc. and saved in
investment. This resulled inordinate delay. The organization neither took any sction
agunst contractor for non-deployment of machinery ete. nor for inordinate delay,

Case-4

Ad per the condition of contract, reconciliation of materiul ssoed by dept. was tio
be done at various stages of works, but i was found the sume was not being done,
In absence of stage wise reconcilintion of material. the pilfernge of materinl by
comtractor/ Dept, cannot be ruled out.

Cuse-5

In o power project costing Rs. 220 crores, 5% interest free advance was provided
i the contrct agreement. Another interest free advance of Rs. 11 crores was illowed
Wh the contractor without any contmet provision, Thow, undue financial benefit
wis extended 1o the comractor

Case-6

As per the special condition of the contract for & power project, the service tix
was: the linbility of the contractor: stll i was being mimbursed to the contmctor,
causing andoe fimancial benefit 1o the contractor.

Case-7
I ome of the power project, work contract tx was being recovered @ 2% of cost
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of o few materinls used in the work instead of 2% of the gross value of work
done. This wos observed during intensive examination of tull mee diversion wark
costing Rs. 26 crores,

Cusc-8

In case of two hydmo power projects, where [ was observed that safety reluted
facilities like medical care, ventilation, safety sign board, helmets etc. were not
provided by the cotractor. This shows the apathy of conmractors as well as of the
site stuff towands the work force, workiog in accident prone area, The site siaff
not only gave undue benefil to the contractor bul also were callous towards lnbour.,

Case-9.
Advance of Rs, 20 crores @ (¥ Inlerest wos paid to the contractor without
agreement provision. This was observed in case of a 320MW hydro elecinic pmject.

Case-110

In power transmission line project costing appx. Rs. 5000 crores, reconciliation
sttement of owner supplied mmerials was not st ol being prepared in any of the
comirnet. Whereas, it should have been dune at every runming bill stiage 1o armest

any possibifity pilferages.
Cuse-11
fn o power project, Effluent Water Utilizations work was nesting completion, still

performance gusranteed test, walk ways, approach road, muanhole covers, training
to the departmental engineers, ete. were ot provided.

Case-12

In ane of the power project, involving piling wark, tools and plants deployed at
site were pot aufficient even when it was specifically mentioned al the time of
awand of work and duly confirmed during the pre awand meeting. As the overall
progress of work is related and highly dependent on the deployment of necessary
tools, plants: and piling ngs, any deficiency in the deployment has resulted in the
delay of vompletion of work in some of the projects inspected,

Case-13

In mnbéer of cases it hus been observed thar plantsfequipmentsfimachinery are not
being deploved us per contract stipulations, Ceertain number and type of machinery
are stipulated in the contract to achieve desired speed of construction as well as
qunlity stendards. By allowing the contmctor to deploy less mumber of equipment
of reguired type, the organization not only extends undue finuncial benefit W the
comfroctor but also looses in terms of speed and quality,

in case of wo hydro power project, it was scen that only one batching piant was
deployed against two reguired. The contractor wis not able to produce required
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quantity of concrete and consequently work was delayed. Similagly, in another
case, batching plant was not installed at all even after lapse of 15 months from the
dute of start. As per the contract condition, work was 10 be executed psing design
mix conerete produced with batching plant, however concrete work was being
exccuted ot site using volumetric method. I is pertinent o mention that design
mix method of concrete is more accurate than the volumetric method. Thus by
not deploying butching plant, the contmctor not only saved money but also

compromised the quality.

Case-14

In pumber of cases, it was ohserved that contractor’s are either nol Wwking various
insurgnce policies at ail or tking these policies for part perod or for purt value
of project. This not only defeats the very purpose of stipulating these. insurance
policies, but also results in undue financial gain to the contrictor. CTEQ's
inspections have resulted into huge recoveried on this secounl. During one of the
CTED's inspections, CVO of one organization was nsked to verify the stutus of
insurgnce policies in other running contract. In turn, CVO reported the recovery
of Rs. LS crores, This shows that the officials ure not ensuring that required policies
are taken for complete duration,

Case-15

In one case, the LOI was issued on 3 127004 and the successful hidder was
required 1o fommish performance goarantee within 30 days of LOT and it was further
stipuluted that if the successful bidder falled to sobmit the conract performance
guarantee in the prescribed form within 30 calendar diys after date of LOI, thes
the bid gusrantee amount of the successiul bidder would be forfeited by the
purchaser as LI, In this case, although the performance guarantee was submitted
by the successiul bidder afier 62 duys of issve of LOI no LD was imposed as
stipulated in the tender document, which amounts o extending o financial favour
o the contractor.

Case-16

In & particular power PSL, the major itemys were required to be type tested by the
contractor before supplying to the site, But it was found thit (ype tests were waiived
and as o result, type test charges. as quoted by the bidder, were nol paid 10 the
contractor, Such incidence of waiving contract conditions may not only have
bearing on the quality aspects bt also have linancial bearing. This is not a
transparent way of handling the comtracts as the contractors may have direct or
indirect savings by such waivers.

Case-17

In some of the cases. the responsibilities of supervision are given w another PSLU

company by the principul PSU. In one such case, it was found that the supervising
PSL was not having any control on the execution of the work and was merely
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signing the papers a1 the behest of the principal PSU. While examining the work

an site; the quality of work was found o be of very low grade, which proved that
there wat po supervision a ol from the agency appointed for the purpose.
Payment o the Contractors

The deficiencies observed in puyments made 1o the coniractors are concerned
can be categorized into us fillows-

Mobilisation Advanee and it's recovery-

The basic purpose of Mobillsation advance is to extend fnancinl assistance
within the terms of comtract to the commctor to mobilize the man and matenal
resoarces for timely and smooth take off of the project or procurement of
equipment material ar other services contract. But, the Mobilisation Advance,
cspecially the interest free sdvance was being misused in absence of either
necessary safeguards or in absence of implementation of these safeguands
provided in the commrets, Thus, the Mobilisation Advance so paid was prone
to misuse by the contractors in building their own capital or for the purpose
ather than the one for which it was disbursed. In Toct, the grant of interest
free advance was proving to be counter-productive. In view of the history of
its misuse, Commission vide its Circular No.NUPOLN 9 dmed Sth December
1997 bannee the provision of inlerest free Mohilsation. However, recenitly
in view of representations from various organization, Commission has
reviewed the carlier mstructions and allowed the vrganizations o stipulate
imterest free advance with elaborate mechimism for safeguardy against its
misuse vide circular No lOM07 lssued vide letter No4CC-1-CTE-2 dated
10.04.2007. ‘More importantly the BGs taken in Jicu of Mobilsation Advance
need to be properly exsumoed within respect o the accoptable formar and
uny condition deterrent (o the Gove"s imerest should be got withdrawn before
pccepuince besides verifving the genuineness of the Bank Guwraniees from
the bankers. Timely action for revalidationfencushment of BGs also need o
be taken 5o as to protect the Govl interest.

Duplicate payment:

Sometimes, duplicate payment [or the same activity is moade under two
different items.

Recoveries Tor statutory taxes/duties:

Recovenes for stniuiory tmxes/dunes hike Work Contruet Tax, Royalty for
various construction materials nol made as per contract condition.

Reimbursements:

Reimbursement of service Lax, excise duty et 8 done without obtaining the
actual proof of depositing the same with authorities concerned. In such
situation there is possihility of excess reimbursenment,
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®  Pavments made for work not done:
Contractors are paid for even for that pant of the work which was not done
by them.,

®  Escalation paid more than admissible:
Some of the contracts provide escalution clause, with detailed formula in
order 10 compensate the contructors for incresse in the material cost during
the contract pericd. 1t is observed in certain cases that farmula is not applied
comectly inadmssible payvment.

®  Hire charges not deducied:
Sometimes in the imerest of work the organizations allow their machinery
10 be used by the contractor, even though there (s no provision in the contract.
Ih such cases, if the hire charges are not deducted. contractors: get unduly
benefited.

A few examples regarding irregulirities in pavments are a5 below-

Case-1
The work of & housing project costing Rs. 60 crores was (o be executed with
design mix concrete bsing (he ad-mixtwre. The design mix was 1o be submitted
by the contractor. It was observed that the contractor was executing the work
with some old mix design withoul use of ad-mixtures. On account of this the
comtractor saved approx. Rs. | likh.

In fact proper mix design using admixtures should have been insisted. from
the contractor before start of the work:

Case-2
In case of one man plant civil work of a power project, escalation payment
was heing done an the gross valie of work done, withow deducting secured
advance. Thus, the contmetor received escalation payvment for the material
purchased eartier.

Case-3
Totl excavited quimtity of canth was considered for disposal under exia
lesd without deducting for back-fill quantity. Thus, payment wis made even
for the quantity not disposed. This was observed in the work of ROC chimney

for & power project.

Case-4
During our sample mspections in year 2005, one organization, cxecuting the
works worth Bs, 5000 crores was reimbursing the excise duty to the
contrictors Lo the tune of Rs. 800 Crores: withoul verifying the excise duty
challuns, Even after the lapse of one and half year, the organization is not
able to submil the reconciled stmtement of reimbursement of excise duty
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peceived by the contrmetor anid the actual excise duty paid by the contmactor.
Since the amount involved on this account is huge, the possibility of eacess |
reimbursement to the mine of few. crores of rupees can not be ruled oul

Case-5
Special asdvance of Rs. 4.69 crores was given (0 the contracior including

direct payment to sub supplier without any agreement provision in a power
transmission line project. In the same project Rs 64.7 lacs were reimbursed
lo agency towards the mmount of ED & CST for the part supply made through
the sub comtractor/ sub vendor, wiich was not payable as per agreement,

Case-6
A Few malerial like anti twist pilot wire, three sheave acrintroblers and
dynamometer were issued 10 the comracior excculing pawer AT SSian
fine. Without provision in the agreement. The organization did not even
recover any Hire churges. Thus the contractor wus upsduly benefitied

Case-7
Central Sales 1ax was not being deducted from supply bills of the agency for
the transmisston line. The contractor had-not submitted any documentary
evidence of depositing sales tax with the concemed authoritics.

Case-8
I & thermal power projeet, escalution payment was made 1o the contractor
even on ownir tesue miterial like cement and steel.

Case-9
Wark conteact tax on survey part of the work was not being deducied in &
power transmission contracts. The organisation confirmed recovery of Rs.16
lacs on this account,

Case-11)
In case of n thermal power expansion project, concrete mix was designed
with parficular cement content. but af the nme of approval of design mix, the
cetment eontent was increased arbitrarily, Since, the cement was to bie supplied
free of cost by the department, it ultimately resulted in infructous expendinsre
E'd:“r ne severil lacs. The possibility of pilfernge of cement can not be
out.

Case -11
Testing charges for various mandatory test conducted by diepartment in their
luboratory for their “Tail Roce Diversion’ work were nol being recovered
from the contractor as per the agreement provision.
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Case-12

In one of the power project, the prices taken for escalation were on higher
side resulting in an overpayment of Rs. 9 lakhs (appx.).

Case-13

A power sector PSU allowed Rs. 4 crores interest free advance during the
execution of the work without any contract condition on the ground of rise
in the steel prices. It will be worth mentioning here that here was a specific
escalation clause for steel and contrector was being adequately compensuted
for rise in the steel prices, so the action of the vrzanization virtually resulted
in undue fnancial benefit W the contmetor. I the mte of interest un this
extro contractual advance payment is considered wame as on the moebilization
advance stipulated in the contract agreement. this undie benefit will amount
to almost Rs, 50 lakhs.

In the same power project before award of work the L-| firm confimmed that
the mega project concessions will be passed on to the PSU. However, till
the inspection, no mega project concessions were passed om to the PSL by
the I-1 firm. Rather o proposal was in the process for payment of 165 of
the total wmount of mega project concessions 1o the L-1 finm as a fee for
the consultant who will be appointed by the L-1 firm for availing thes¢ mega
project concessions: This action of the PSU of allowing 6% of the mmount
of these concessions to the L-1 firm does not appear 1o be in order as before
placing the award letter the PSU categonically rejected the demand of
the L-1 firm on this account. The iotal Mega Project Concessions were
estimated approximmutely Bs. 20 crores at the initial stnges of work. Thos, in
violation of the contract, undue fnancial benefil is being extended to e
contractor to the une of Rs, 3 crores (e 16% of Rs. 20 crores),

Quality
One of the cardina! principles of public procurement is o procure works or
goods or services of specifisd quality. For (his purpose, detailed quality
standurds are stipulated in the contracts. Any compromise in the quality will
defear the very purpose of stipulating such elaborate quality standards.

Cuse-1

As per the item nomenclature m & contract for a thermal power project,
surface cleaning and prepartion on steel stuctural members was 10 be done
with wire roshing or mechunical tools depending upon the condition of
surfzce. But, m site surface cleaning and preparation was being done only
with wire-brush, whereas certiin members of structural sieel required cleaning
with mechanical tools because of scaling. In the same project, honey-combing
was observed in certain locatinns in beam amd slab,
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Case-2
Huge quantity of unsuitable sand was found lying at the batclung plant sites
of various packages in a power project. Such imsuitable material i generul
should have been removed immediately from the site so thut the conimior
i not tempred 10 use them, In this case use of this piled up rejected material
by the contractor cannol be mled vl

Case-3
During intensive examination of oné cooling tower working costing Rs, 62
crores {1 wis observed thil the field test labonitory set up by the contracior

was 1ot operational. Thus the very purpose of setting up loboratory for quality
axsurance was Jdefeated. 11 is not owl of wuy o mention that the contractor

had got this work on nomination basis.

Case-d
In a power project, (he thickness of paint over struciural steel members was
found less than the required. The painting waz o high value sctivity and any
deficiency in panting thickness will obviously sdversely affect the overall
life of steel structure beside undue financial benefit to the contractor.

In the same project, honeycombing, bulging and undulations were observed
on concrele sutface in vanous locations, even the mepair was done in o shabby
murner and with o weak mortar

Case-5
In number of projects, RCC work with design mia concrete was being
exccuied by volumetric method. The contractors were nol only saving cement
& hire charges of batching plant but also were compromising on gquality of
work.

Case-b
In & Nuclear power project costing Rs. 200 crores the quality of finishing
work was found o be poor Even in the critical areass where very stringent
quality requirements was set out, inferior finish, including was observed at
number of locations, Ruming cracks in the pavement were also ubserved.

Case-7
In & RR wiope masonry dmin work of a Nuclear power project bond stongs
were not provided at all, which are necessary for the stability of the stone
work. Similarly ﬂl:j::-mu in the stone masonry were observed more than the
maximum permissible size of the joints, which is also indicative of poor
quality of constroction.
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Caxe-8

In ome cuse, 1t was lound that while dispatching the material from contractor's
sores, the iems, which were earlier rejected, deformed and rusted. were
miked with the other items ready for dispatch to erection site. Bt was only
during CTE's inspection that these items were pinpointed amd were segregated
from the ather items before sending the same 1o the site. Such lapses prove
that supervision at the time of execution is not given due Importance by the
PSUs particularly when the excouling sgency is another PSU,

Mandatory Tests

The contract documents stipulute mandmory tests for ensuring that the
muterial represented by the sample conform to desired quality standard, It is
observed that the supervisory staff does not ensure that the muterigle ure
lested ut proper frequency. This not anly defeats the objective of mandatory
tests but also gives opportunity 1o the!contractor to bring sub-stundard
rterials and save on festing charges.

Time (hverrun

Whille examining the comrespondence files of some power projects, il way
observed thit many projects have been unduly delayed due to contraction’s
Fault such as non deployiment of adequats plant & machinery, technical staff,
material, labour etc, However, the orgunizations were found to huve taken no
Action ugainst the contrctor i terms of the agreement. In some projects, it
was further observed that “Extension of Time' had been granted without
clniming compensation for *Liguidated Damages', ignoring all such
emmespondence thar implicate the contructor.

A few cheek points are suggested 1o prevent shove deficiencies-

@ 8 o 0 0

Match tender docuiment with agreement

Ensure that agreement s signed and sealed properly in time

Venly bank pusrantees,

Watch deviations, especially in abnormall v high rated and high value flems.
Ensure recoveries us per contriet,

Reimburse txes and dunies, if applicable, anly on the production of relevani
document.

Carry ou mandatory tess.

Ensure complinnce of conditions regurding licensees, insurance policies und
deployment of technical siuff

Maintain proper record of hindrance.
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Recent Initiativex To Improve Transparency In Public Procurement

A fow recent inititives that have been to improve pansparency and openness
Govemment functioning mre enummerated below. The CVOs shonld ke a lead in
implementing these initiatives in their respective arganizations.

Right to Information Act:

The Right to information Act 2005 which has come into foree in October
2005. is an impartant weapon in the hands of Indian citizen to access almost
any informution from a public suthority, The objective of the RTI Act 2005
is to provhote transparenicy and accountability in the functioning of every
public authority, Now any decision including decisions in the public
procurement domain taken by any public authority can be accessed and
serutinized by any individual.

CVOs should pursue with the management for proper maintenance of records
and publishing of relevant information on the web-site to Tacilitate a5 much
informations no moto o the public al reguiar intervals so that the pubiic
have mintmum resorn o the use of this Act 10 obtan information. Since ths
Act 18 hasically to promote trunsparency and openness, CV s should intensily
their efforts o bring complete mnsparency and openness in all processes
including public procurement.

Integrity Pact:

This is 4 wol developed by Transparency Intemational o help government,
fight corruption in the fiald of public procurement. It is a binding voluntary
agreement between the procurement agency and all bidders for @ project.
Both agree not (o accept / give bribe to obtain or retain the particulir
cotitract. The implementation of integrity pact is o be monitored by
independent monitors, selected by the organizations with the approval of the
Commission

CVOs should take mitiative in incorporating this pact in large value contracts
to hegin with,

Leveraging information technology:

The Govemment i promoting E-Governance 1o improve iransparency in
govermment functioning. As regards public procurement, the modem [T ool
can be leveraged in enhancing transparency in the form of E-Tendering. E-
Procurements. E-payments & uploading of post wender details on the website.




