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“| can not speak anything but the truth. | can not tum
back on my duty just to please some one."”
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O Dlision :

A major global player in Power Seclor, providing
quality, affordable and sustainable power with
commitrnent o environment, ecology and social values.

Create work ethos of growth through professionalism and
achievement of excellence.

(or SAlission:

To plan, promote and develop hydro as well as other
energy resources from concep! to commissioning and
operate power slations lo meel the growing energy
demand, ensuring environiment and ecological balance,
contributing to national prosperity.

To accept Corporate Social Responsibility (CSR),
including Rehabilitation and Resettlement of Project
Affected Persons (PAPs) with a human face.

To meet the challenges of dynamically transforming
business environment and setting global benchmarks.

To build sustainable and value based relationships with
stake holders for mutual benefit and growth.

To achieve performance excellence by Inspiring a
dedicated work force in an environment of organizational
leaming and mutual trust. )




FRESIDENT
REPUBLIC OF INDIA

MESSAGE

| s bappy 0 know that the Cemral Vigilance Commussion 1§
observing Vigilance Awareness Week from 25% October 1o 1"
November, 2010

The observance of such eventy Is 8 way of developing awareness:
over the menace of commuption 1t is commendable thal the Commission
has been making efforts to educate people abeut the negalive effocts of
cormiption on the sconomy as well s our society A corruplion froee
society Is only possible if basic teneis of nighteousness ar deeply
lngrained in our hearis and minds of every citizen af the suntry.

e this occasion, let us all jain together and attempt to create such
a society, | extend my preetings and felicitntions to all those sssociated
with the Central Vigilanee Commission and wash the Awmreness Weck

EVEry SUDCess.
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(Pratibhn Devismgh Patil)

New Delhi
October 7, 2010
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MESSAGE B/ Dwed

The Cestirnl Vigilines Conmmisics i ohserving Vigimoe Awarsoess Peciod Bram 2™ October 1o 1
Flerventes, 2018

: The =umms] obe=rvamss stk (0 reaffim il commitmen md t0 tededices corsbiem 10 the tomse of
Mighibng dosrmpaion.  Comyption . oo sgniflesily come dows unless all pebecholders - Covermmsset
Minsamics, Depermeems snd Ageacien, FSUs el ek, the Privete Socter s e Civil Socery o lege o
ivndved in b proces. Thers i & neol for groatir all misnd sesnees. Willi this o v, 1e Cammizsion
hee decided thas thee theme for thls prar's Awerrmess Perdod will be “Geosrstion of Awsreness and
Puildieliy agabel Corrapion®

] The undisalyiog wimi I8 09 endist fbe mpport ned prrticipsiion of $e peophs s regeis Beir T b i
ryeime b the Hgh againet gopmpoos. Theee iz & doe ool 0 sewsivtor and mmtbvaie thes Breogh s

Whﬁm:wmmﬁhﬁﬂmﬂm
s ol dssuppice 30 the cltizer b the effect thel promt deseoeen b seondil be) taken aguinst the
selisgumits. All besdy of Covrmurm srputiiaions sy (el re-dndcsis Db b deyis siregies
for ynablis owerrtess sad desmmer widely sy e ol sabdives e for sching comptioe el
infoiTnstios 08 gherancd redicsial meckmiinn. This coahl bo frongh ibe o of prind & sloctomic mede;
indnructivr web-portile. henners X poast vecal smped g e

4, Fooognmmg by Yigiewr Messgrmem poomoied by e Comenssion durmg 8 Vigineos
Avwnreness pericd whuald Fecilltne good gorvermmoo s the pormit of ooclizone and be copsble of being
megasend s thae rresningfid perfarmases cvelintion e take pluse, s recallig et D90 S000: 2000 places
apoatsl enphesis o “Mesmrument, Analysiy ol hoprowsoes™ o fecilliss contmesl EEprvemma. i
gualiey of service resdored, the Commmssing b sot (ot sl noediog to jmese the vigimos swamoesy
pusmisd by B b ibe weur folbowing the coadiiot iof the Vigilenee Awaroness peried this pew, sl b gilable
i warn.ovealidn

5 'The Commission hoped ihai mch o sibos woild b adopied by sll % prossole & cormpiian fes
sauieny i kbl
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‘orruption eption Index- ERE DO W AND

. The Corruption Perceptions Index (CP1) table shows a country's ranking
and score; the numbet of surveys used to determine the score. and the
confidence range of the scoring.

. The rank shows  how ane country compares 10 others meluded in the
index. The CPI score indicates the perceived level  of public-sector
corruplion in country/ terory.

. The CPI s based on 13 mdependent surveys. However, not all surveys
include all countries. The surveys used column mdicates how many
surveys were relied upon to determine the score for that couniry,

’ The confidence range indicates the reliability of the CPI scores and tells
us thet allowing for @ margin of error, we can be 90% confident that the
true score for this country lies within this range.

«  Corruption Perceptions Index 2009 of score of the countries who tx best
& worstareas given below, Indin ranks 84 out of 180 nations.

Rank | Country/Territory | CPI 2009 | Surveys | Confidence

Score Used Range

I | New Zealand 9.4 b 9.1 -9.5

2 Deninark 9.3 b 9.1-9.5

3 Singapore 9.2 9 9.0-94
84 India 3.4 10 32-356
179 Afghanistan 1.3 4 1.0-135
180 Somalia 1.1 3 09-14

. India has come down (o Rank 87 with CPIscoreof 3.3 in CP1 2010,
Source : Transparency Inlemational

Wealth consists not in having great possessions, but in having few wants,

~Epicuruy
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THE INTEGRITY PACT

A powerful wol for clean bidding
By- Kumar Shamd, DGM/Yigilance

A. WHAT ISAN INTEGRITY PACT?

e Integrity Pact (1P) s 2 tool developed during the 19908 by Transparency
{rternational (T1) to help governments, businesses and civil society iment on fightng
corruption i the field of public contracting. [t consists of 1 process that includes an

ment between a government or government department (hereafier referred ro as
thie Authorityyand all bidders fora public sector contract,

The 1P sets out rights and obligations to the effeet that neither side will pay, offer,
demund ot accept bribes, or collude with competitors to obtain the contract, of while
enrrying it oul, In addition, bidders are required to disclose all commissions und
aimilar expenses paid by them o anybody in commection 'with the cantract. IT
vivlarions oecur then sanctions will apply. These sanctions range from joss or denmd
of contract, forfeiture of the bid or performance bond and lability for damages, to
blacklisting for funure contracts on the side of the bidders, and eriminal or disciplinary
action against employees of the goyermment.

Companies and governments slike stand 10 benefit from [Ps, Companies can refrain
from bribing in the knowledge that their competitors are bound by the same rules,
while govermments can peduce the high cost of comuplion on procurement,
privatisation and lieensing.

The IT* has shown itselfl o be adapmble to many legal settings and flexible in s
application. Since its coneeption, the IP has been vsed m more than 15 countries

wortdwide and bas benefited from feedbuck from a vanety of individuals and
organisations,

i, HOW DO THE INTEGRITY PACTS OPERATE?
1. What are they for?

In o specific contracting process, the [P is intended to sccomplish two primary
objcctives!

() ‘Toenable gompanies to abstan from bribing by providing assurances to them
that

(i) theircompetitors will also refrain from bribing, and

-




(i) government procurement, privatisation or licenging agoncies wil
undertake to prevent corruption, including sxtortion, by their officials
and to follow transparent procedures:

(by  Toenable governmenis to reduce the high cost and ihe distortmg impact of
cormuption on public procurement, privatisation or licensing.

Beyond the individual impaet on the contmeting process in question, the 1P is alsy
intendied to create confidence and trust in the public decision-making, & more
hospitnble investment climate and public support lor the government's ow
procurement, privatisation and licensing programimes.

2. Towhmttypesofcontracts can. they be applied?

The 11 congept 1s suitable not just for construction and supply contracts, but equall
for the ;election of:

= the buyerecipient of state property us part of a government's stale sssel
privatization programime,

*  (engineering, architecturnl or other ) consultants,

* 1he beneficiary ol a state license or concession (such as for oil or
exploration ar production, mining, Oshing, logging or other extraction;
rights), or for government-réegulated services (such as)
telecommumications, water supply or rubhish collection services),

The contract und the IP may cover the planning, design, construction, installution of
operution of assets by the Autharity, the privatisution sale of assets, the issuing by the
Authority of licenses and concessions, as well as the corresponding services such og
consilting services and similar technical, financial and administrative suppo
Whenever possible, the [P should cover all the activities related 1o the contract from|
the pre-selection of bidders, the hdding and contracting proper, through the

implementation, (o its completionand operation.
Y. Whenare they useful?

The IP can and should be applied to the lull ange of setivilies concerning a particul:
investment, sule, hicense or concession!

*  beginning with the leasibilily and prepuratory stage: Even the
tion of the carlicst alternative choice and design documents

should be covered -if not, a dishonest consultant can misdirect the entire]
preparation process for the benefitof some contructors or suppliers;

e
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fTiciale «  contmuing with the selection of the main contractors’ supplicis/
licensees;
pact of o and extending to the implementition of the main activity (execution of
the construction or supply contract, especially the complianee with all
s disn the contract specifications agreed and all change and vananon orders);
[jFBaw, mideed, for projects such as big dams or loxie plants (such as nuclear
¥ oW power plants), the protection by the IP should continue unnil the
deconumissioning and disposal of the project assets.
C. WHATMAKESANINTEGRITY PACTANINTEGRITY PACT?
qually The essential elements of the Integrity Pact are:
* @ pacl (contract) among a government office (the prncwpal) mviting
b agsind pubiic tenders for any tvpe of contracts related 10 goods and services and
the bidders.
*  an undellaking by the principal that its officials will not demand or
aecept any hribes, gifts ete., with appropriate disciplinary or eriminnl
ar ras sanetions in cuse of violation;
acton
th ]“ ¢ asitement by each bidder that it has not paid, and will not pay, any bribes
in orderto obtain or retain the coniract;
i g * an undennkmg by cach bidder o disclose all paymems made m
by the connection with the contruct i question to anybody (including agents
ok oS and other middlomen as well as family members ¢to. )
ppart. = the explicit acceptance by each hidder thut the no-bribery commitmen
L from arl the diselosure obligation, as well as the corresponding sanctions,
e the remain in foree for the winning bidder until the contract hos been fully
executed;
*  budders are advised 1o have a company Code of Conduct (clearly
icular rejecting the use of brbes and other unethical behaviour) and a
compliance progmmme for the implementation of a Code of Conduct
Ky throughout the company; 3
i
ments *  the use of arbitration s a conflict resolution mechanism und (he instance
entine L IpOAE sanctions;
b . a pre-gonounced set of sanctions for any violation by o bidder of its
commitments orundertakings, including (some orall):
dmmm——a
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deninl or loss of contract,
~  farfeilure of the bid security and performance bond,

liahility for damages 10 the principal and the competing bwdders, and -
d—barment of the violator by the principal for an appropriate period of
nme.

« an independent monitoring system, which can be performed with
active civil society paticipation or any other structure with
independence, accountability and credibility.

Maximum transparency at every step leading to the contract and throughout its
implementation is the basis for the successful design, senip and implementation of
an 1P Such transparency, i turn, ~alls for extensive und casy public access toall the
relevant information including design, justification of contracting, pre-selection
and selection of consultants, hdding documents, pre- jelection of contractarn,
bidding provedures, hid evaluation, comracting, cantmetl iinplementation and
supervision.

It Es highly desirable that there be o forum m which répresentatives of civil society
can diseuss the officinl steps taken i the context of thie contrmet. At the present time,
the Internet provides a nearly ideal platform; Public heanngs are also an effective
wal. However, access 1o legitmately propretary information should remon
restricted, 1f necessary, a represemtative of civil society could be granted the same
acvess as the Authority, bul the right of this representative to refer publicly to the
proprietiny aspects should be strictly specified in close relation 1o the danges, the
suspicion and the degree of substantintion of corrupt practices,

D,  ISTHEREAROLEFORCIVILSOCIETY

From the outset it has been expected that civil society 0 the respective country
would plava key role m overseeing and monitoring the comect and full
imptementation of the 1P The legitimate confidentiality of propretary informabon,
to which civil socicly representatives would giin access, can be protecied
adequately through an sppropriste contractual stipulition

E. INTEGRITY PACTSATWORK
1. Application

ABOUT THE SANCTIONS. One common question 152 "What kind of evidence is
required 10 be cenam of a violation by a bidder so as to tnigger sanctions?"
Suspicion alone carmot be enough. Clearly, a criminal conviction for bribery 1s the
most persuasive evidence, but a criminal conviction is rurely obtaned, and in the




event that one is, it usually comes much too late to be of any help in administering
prommpt sunctions, German practice, lor example, is to treat & no-contest statement or
ati ndmussion of guilt as equally persussive. Recently the practice §s emerging of

and - | censidering it as adequate evidence of a violation if"on the basis of the facts available
wdof 1 there are 10 material doubts”. In any case, "sufficient evidence” is enouph to trigger
uction. especially if non-reparable damages want to be avoided.
with | ARBITRATION. The venue for collecting damages should be arbitration under
with | national or intermational auspices. Why arhitmtion mther than normal national
Jurstiction?
Lot it * By relying on the jurisdiction of a Northern country it is likely to be
on.of unacceptable to principals in u Southern country; similarly, relving on
il the the national fiurisdiction of a Southern country i likely to give litile
lotinn comfort to bidders rom Nornthem countries; thus the consensual choice
otors, | of arbitration
| and *  Where a well functioning pational system of arbitration exists, which
commands the confidence of intermational companies.. submitting »
iciety dispute to it will save lime and costs.
lime, *  ‘Where such an accepted national arbitration system does pot exist, the
cnve parties should provide for "intermational arbitration by the 1CC
i Arbitration Court under the niles of the International Chamber of
FaTE Commerce” (or @ similar mternationally accepted arbitration
0 the mstitution).
I, the

Mormilly, the partics would strpulate from the outset the place of session, the
applicable law and :he number of arbitritors.

PAYMENT AND ASSET DISCLOSURE AND ITS LIMITS. Considering that
ntry ¥ "wgents” and "middlemen” are often used (sometimes primarily) ag instruments for
Bl | paying bribes, the model contains a stipulstion that payments to agents. must ot
mion, | exceed "appropriate amounts for legitimate services”. This language stems from the
reted | ICC Rules of Conduct ("Extortion and Bribery in  International Busingss
Tramsactions”, 1996 Revision), In fact, many globally active compumes Have begun
to refrnin from using such agents or mididlemen

= "Officials" of the principal will be required, on s regular basis, o disclose
their own and their family assets, 5o as 10 offer  handle iF sueh officials

o acquire wealth from a source that cannot be explained.

:T;L *  Consultants that commil themselves not only not to pay bribes i order to
1 the

EE—— ﬁ:}
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obtain & contract, but also 10 design the project or project components i
a manner that is totally nondiscriminatory, sssure wide competition and
will not offer advantages to aspecific bidder.

ABOUT MONTTORING. While a clear and unrestricied oversight and monioring
role for civil society is highly desirable m any country, it 1s understood that in some
countries the government will not, b this time, be prepared 10 allow civil society to
play such a role. In those cases the oversight and monitoring function could be
performed inone of several wiys |

¢ The government employs what in some LIS cases lias been called an
"Independent Private Sector Inspector Genernl” (or IPS1G), The [PSIG
a private seclor company or individual, would come with the necessary
expertise. Such an arrangement can be acceptable provided the IPSIG is
given not only full access but ulso the contractual right to seek comection
of any procedural problems or improprietics and, if no correction akes
place, to mform the public of the impropriety.

b

*  The povernment commits Hsell to provide full public disclosure of all
relevant data regarding the evaluation of the campeting bids. This would
include a statement. that the evaluation cntens announced m o
invitution to tender were fully applied, a list of the bidders and thenr
prices, a list of the bids rejected, including the grounds for rejection, the
major elements and aspests of the evaluation process and the specific
reasons for selecting the winning bidder. The government should also al
this thme sonounce its own cost estimate for the project.

2. Otherissues regarding its application

o Itisimportint to note that the [P can function only i all bidders submil to
it 1t is therefore highly desirable 10 make the signmg of the [P

mandatory. Some countries have chosen to make the signing voluniary, |

and then begin & campaign to convince all bidders of the advantages of
having an P m place; however, bidders will only he prepared 1o sign the
[P provided all the competitors also sign. I only one bidder refuses w
sign, all the others will withdraw their commitment, since afier all the
objective is the creation ofa level playing field

— torall players.

* A fascinating and highly relevant recent development is the use in

T ——




ents in
mmand

ltoring
| some
jety 1o
uld be

led an
PSIG,
Bssary
SIG s
ection

tokes

of all
wviald
n the
| their
. the
egific
st

mif Lo
he 1P
llllln-'

severnl countries af the Intemet for total iransparency of procurement. In
Mexica, ull public procurement activities countrywide are recorded und
maide available in great detail through @ website that is accessible wall,

In Colombia, & State Contracting Information System is incand 1o be
widelv accessible. Similir electronic information systens are being
applied in Brazil, Chile, Ecuador, Palostan and South Korea, The ugh
degree of rransparency achieved through this real-time access to public
decision-making clearly reduces the opportunity for manipulation and
should enhance the willingness of officiuls and bidders alike to commit
to seorruption-free contmcting procedure, such as through the IP.

Finally, experience shows that the political will to reduce corruption and
1o revive honesty and integrity in governnwmnt contrmctipg is an
indispensahle condition for success. That's why TT recommends starting
uny [P process by establishing the existence of that political will <at the
highest available political level, Expenence to date shows that itmay be
easierto establish and nail down that political will at the municipal level
thaun sk national goverment level,

In judging the suimbility of the IP model one should tike into sccount
that sinee 1999, the OECD Anti-Bribery Convention makes bribing o
foreign official & criminal set i oll states thai bave rufied the
Comvention and in most of those be prepared to enter into agreements
designed 10 provide a "level plaving field" for all competitors,
irrespective of whether they come from countries boumd by the OECD
Convention roles or not.

Why i an-1P valusble if there are existing laws in place? Despite the

existence of laws tha forbid corription, the persistence of comuption

problems in public contracting show the need w develop meehanisms -
thiat inerease compliance with the law and make it harder to ignore. Th

this sense, the 1P does not duplicate the law, but enables its complinnce

by levelling the playing field, and assuring the contenders that all will

hehave under the same conditions.

| There are an increasing mumber of cases where all the essential principles of the 1P are
being applied. While there is some vanety in the approach, the documents and the
process, T greatly appreciates the many ciforts by Tl-members worldwide 1w
introduce the 1P concept as fully as possible and encourages further experimentation
with modified applications ruther than insisting on a "purist” approach.
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Howewver, in order to asstire consistency, T1 national chapters are requesied o]
mamtam close contact with T1 [ntermational Secretarint while they discuss and
develop "customised” versions of the [F T is setting up a group of Resource Persons |
who can provide the necessary expertise in response 1o calls for help from mdividual
national chapters when promoting the 1Ps.

3. Experiences

Integrity Pacts in & more complete form have been used imd ure currently being used |
in Argentina, Colombis, Ecundor, Germany und Mexico, as well 85 o mdonesia and
Pakistan. They have been introduced as a general model in complete sectors
(Construction in Chma), groups of public institutions (public sector undertakings in
Indiw) or local governments (Milan, Italy). Essential elements of the I (eg.
monitoring for example) are being used in other applications elsewhere, samong them
Bulgaria, Paraguay and Perw. n total, over IS counlries through the effarts of T
national chapters have implemented adapted versions of Integrity Pacts. Further
information about them can be found in T1's website (www, transl 2arenc—.arg),

The global overview of experience indicates thal the 1P concept is sound and |
warkable. One of the strengths of the concept seems to be that it s 1 exible enough to |
ucdapt 1o the many local legal structures and requirements as well as to the different |
degrees in which govermments are willing to proceed along the lines set forth here,
Nevertheless, T1's experience is that these lincs contam the essentinls that must
appear inan LPin order 1o be designated as such and supporied by T1,

4. Resulis

SAVINGS. For example, the tender process for the technologival tumaround of the

stnte-owned “B~co Agrario” in Colombia during the fi rit semesier ol 2002, (i nished

with an awarding price 30 percemt below the budgeted price, in part, dug to Lhe

miroduction of an [P, Also, savings of 73 percent were achieved in 2002 in Pakistan,

when the Karachi Water and Sewernge Board (KW &SB) included the application of
the [P concept in the contracting process for consultants for its K-11 Greater Karuchi

Water Supply Scheme.

TRUST, During case eviluation exercises, bidders who participated in processes

where the IP had been used mentioned that they might be unhappy that they lost, bt

knivw they lost fairy. This element is also very important, [i can save uinecessary
Judicial clims, and create trust in Government action.

SANCTIONS. In some countries, companies have been blacklisted for violati ng the
Pact (e.g. ltaly, Korea),

Q2>
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STATUSOFINTEGRITY PACT IN THDCIL-

CVC hus asked for fixing the threshold valoe for the contracts to be covered
through integrity pact, Limits are to be decided after conducting ABC analysis
<0 i to cover 90-95% ol total procurements of the organization i monelary
lerms

Presently the limits fixed for incorpomtion of mtegrity pact are " 50 Cr for
supply and services contraets, , 100 Cr for works contruets, (Except World
Bank atded contragts), In respect of cantracts/projects heing execuled with
Wirnld Bank Aid, us adequate provisions of tramsparensy and prevention of
corrupt practices cte, are included in siandard bidding documents, Integrity
Pact i3 not followed.

The format for imegrity pact has been finafized for THDCIL, Copy s annexed
gl Annexure- | for ready reference. Rale of 1TEM has been clearly defined jn
scetion § of the format for integrity pact. The Central Vigilance Commission
viide their letter No, 008/VGL/ 00117726 dated 06.08.2008 has spproved
following two pames for appointment of Independent Extermal Monitors in
THRCIL.

(i) Shri Ramesh Chandra, Ex. Chawman, CWE
(i)  Shri Kanwal Nath, Ex. Dy, CAG.

However, it was noted that because of present limits Integnty Pact could not be
itmoduced in any works swanded i past 2 years. Accordingly analysis of the
contruets awarded m past 3 vears is being carmicd out by Vigilinee in
coordination with Contracts Department and if warmnied revised limits as per
CVC guidelines wonld be suggested foradoption as per CVC gaidelines,

S0 far Integrity Pact has been adopted only inone lender detalled below:
u- EPC/Turnkey execution of Tehn PSP
Source- Transparency International




No.7/VGLABS
Government of India
Central Vigilance Commission
L Ak =
Satarkts Bhawan, Block-A
GPO complex, INA,
New Delhi-110023
Dated the 4" December 2007

Office Order No 41/12/07

Subject: Adoption of Integrity Pact in major Government Procurem
Activities- regarding.

Ensuring transparency, equity und competitiveness in public procurement hag
been a major concem of the Central Vigilance Commission and various steps have
been taken by it to bring this about. Leveraging technology specially wider use of the
web-sites for disseminating information on tenders, nghily defining the pre
qualification criteria and other terms and conditions of the ender are some of the
stcps recently taken at the instance of the Commission in order 1o bring abow greaten
transparency and competition in the procurement/award of tender.

2 In this context, Integrity Pact, a vigilince tool firsl promoted by 1
Trmsparency International, has been found to be usefuol, The Pact essentinlly
envisages un pgreement between the prospective vendora/bidders and 1he
buyer committing the persons/ofTicinls of both the parties, nod to exercise any
corrupt influcnce on any aspect of the contract. Only those vendors/hidders
who have entered into such an Integrity Pact with the buyer would bel
competent to participate in the bidding. In other words, entering into this Pacy
would be a prelimmury quulification, The Integrity Pact i respect of a
particular contract would be effective from the stage of invitation of hids till
the complete execution of the contract

3 The Integrity Pact envisages s panel of Independent External Monitoss (IEMs
approved for the organization. The TEM is to review independently ands
objectively, whether and 1o what extent partics bave complied with their
obligations under the Pact. He has nght ol access to all project documentation.
The Monitor may examine any complaint received by him and submit a report’
to the Chief Executive of the orgamization, at the ¢carfiest. He may also submyit a

Qo




repurt directly to the CVO and the Commiission, in case of suspicion of serious
imvegularities attracting the provisions of the PC Act. However, even though a
contimct inay be covered by an Integrity Pact, the Central Vigilunce
Commission may, utits discretion, have nny complaint received by it relating
to-such acontroct, investigated.

4 The Commission would recommend the Integrity Poct concept and encournge
its adoption and implementation in respect of all major procurements of the
Gove organizations. As it is necessary that the Monitors appointed should be
of high integrity and reputation, it has been decided thit the Commission
would spprove the names of the persons 1o be included in the panel, The
Government Organizations are, therefore, required 1o submit a panel of names
of eminent persans of high integrity and repute and experience in the relevant
field, through their smimstrative Mimstry, Tor considerastion and approval by
the Commission as Independent External Monitors. The terms and conditions
meluding the rermumeration payable 1o the Monitors need not be a part of the.
Integrity Pact and the same could be sepamiely communicated. 1t has also to
be ensured by an approprinte proviston in the contract, that the Inegrity Pact is
deemed as part of the contract in order 1o ensure that the parties are bound by
the recommendation of the 1EMs, in case any complaint relating 1o the
cantract, i found substantinted.

5 A copy of the Integrity Pact, which the SAIL got vered by the Addl. Solicitor
General 15 wvailable on the Commssion's web-site 1.0 www.cve.mcn as on
attachment to this Office Order in downloadable form, which may be used in
origingl or may be suitably modificd in order o meet the individial
organizalion's requirements.

Sd/-
(Vineel Mathur)
Deputy Secretary

All Secretanes 1o the Govi. of India
ANl CMDs of PSUs

ANCMDs of PSBs

1EMs) | ANCYOs
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Annexure -1

FORMAT FOR INTEGRITY PACT

INTEGRITY PACT

Betwesn

Tehri Hydro Developmem Corporation Lid., (THDC) hercinafter 1o as "The
Prncipal”

and

voesr hercinnfter referred o a8 "The Biddes/
Contractor”

Preamble

The Principal mtends to awand, under laid down organizational procedures,
Contragtls for... The Principal values full compliinee with all relevant laws of the
lund, rules, regulations, cconomic use of resources and of farrness | transparency
i its redations with i Bidder (3) and / or Contractor {5). In order to achleve these
goals, the Principal will appoint an Independent External Monitor {IEM), whe
will monitor the tender process and the execution of the contract for compliance
with the pringiples memioned nbove.

Section | -Commitments of the Principal.

(1) The Principal commits itsell to take all measures necessary (o prevent
corruption and 1o observe the following principles:-

a.  No employee of the Prncipal, personally or through famil
members, will in connection wiih the tender for, or the execution ol
contract, demund, take o promise for or accept, for self or third

rson. any material or immaterial benefit whoch the person 15 not
gally entitled to,

b, The Prmcipal will, during the temder process treat all Bidder(s) with
equity and reason. The Principal will in particular, before and during
the tender process, provide o all Bi ) the same informution and
will not provide to any Bidder(s) confidentiul/ndditional information
through which the Bidder(2) could obizin an sdvantage in relation 1o
the tender process or the contract execution.

¢ The Principal will exclude from the process all kmown prejudiced
persons,

(2} Ifthe Principal obtains information on the conduct ofany of ity umplug;ms

which is a criminal offence under the IPC/PC Acy, or if there be a

substantive suspicion in this regard, the Principal will inform the Chief
Vigilunce Officer and in sddition can mitiate disciplinary actions,

C>




e - section 2 -Commitments of the Bidder(s)/ contractor (s)

(1} The Bidder{s) / Comracton(s) commit himself to take all measures necessary
to prevent corruption. He commits himselfio abserve the following principles
during his parcipation m the tender process and dunng the contract

The execution.
a. The Bidder(s) Contractor(s) will not, directly or th h uny other
on or firm, offer, promise or give to any of the Prnincipal's employecs
Aot mvolved in the tender process or the execution of the contragt or to any
third persan any material or other benefit which he/she is not legally
entitled to. in order 1o obtain in exchange any advantage ol any kind
whatsoever during the tender process or durmng the execution of the
3 contract.
“the b, The Biddet{s)/ Contractor{s) willnot enter with other Bidders into an
ncy undisclosed agreement or understanding, whether formal or informal.
eSe This appites in patticulat 1o prices, specifications, certifications,
vho subsidiary contracts, submission or non- submission of bids or nny other
nee actions 10 restricl competitiveness of to introduce cartelization in the
bidding process.
¢ The Bidder(s) / Contraci(s) will not commit any offence under the
relevant IPC/P'C Act; further the Bidder(s) Contractor(s) will not use
e impraperly, for purposes of competition or personal gain, or pass on 10
others, any mformation or document provided by the Principal as par of
aily the business relationship, regarding plans, technical proposals and
afa business details, including mformation contained or ransmiticd
Wi electronically,
not d.  The Bidder(s) ! Contractor(s) of foreign ongin shall disclose the name
and address of the Agents / representatives in India, iFany, Similarly the
Jith Hidder(s)/ Contractor(s) of Indian Nationality shall furnish the name and
g address of the foreign principals, if any. Further details as mentioned in
md the "Guidelines on Indian Agents of Foreign Suppliers™ shall be
ot disciosed by the Bidder(s) / Contractor(s). Further. as mentioned in the
40 Cruidelines all the payments made to the Indian agent/representative
have 1o be in Indian Rupees only, Copy of the "Guidelines on Indian
Agents of Foreign Supplictrs” is annexed and marked as Annex-A.
Fed e.  The Bidden(s)' Contractor(s) will, when presenting his bid, disclose any
and all payments he has made, is commined to or intends 10 make o
ced apents, brokers or any other intermediaries in connection with the award
* A of the contract.
S 1(2)  The Bidder(s)’ Contractor(s) will not instigate third persous to commit
S (:E:}

—-—



offences outlined above or be an accessory to such offences.

Section 3 -Disqualification from tender process and exclusion from fuiure
contracts

it the Bidder(s)/ Contracion(s), before wward or during execution has commiited a
transgression through o violation of Section 2, ahove or in any other form such as to
put his reliability or credibility in question, the Principal s entitied to vl:limz\‘ullil"gpr the
Bidder(s) Contractor(s) from the tender process amblor declare the idder
(s )leomractor(s) ineligible to be awarded a contract gither indefinitely or fora stated
period af time.

Section 4 -Compensation for Damages

(1) I the Principal has disqualified the Bidder(s) from the tender process prior o
the awurd according to Section 3, the Principal is entitled o demand and
recover the damages equivalent to Bid Security

LA §

{2} ifthe Principal is entitled to terminute the contract during execition acconding
1o Sectlon 3, the Principal shall be entitled (o demand and recover from the
Contractor hqurdated damages of the Contraet valee or the amount equivalent
to Performance Bank Guarantee.

Section 5- Previous transgression

(1) The Bidder declares (hat no previous transgressions occurred in the last 3
vears. with any other Company in any country conforming to the aon
uurr:qp-linn approach or with any other Public Sector Enterprise in Indin thas
could justify his exclusion from the lender process,

(2}  Ifihe Bidder makes incorrect statement on this subject, he can be disqualified
from the tender process or action can be taken as per section-3,

Section 6-Equal treatment of all Bidders ! Contractors! Subcontractors.

(1) TheBidder(s) Contractor(s) undertakeds) (o demand from all subcontractors a
commitment in conformity with this [nlegrity Pact, and to submit it 1o the
Principal before contract signing.

i2)  The Principal will enter into agreements with identical conditions as this one
with all Bidders, Contraotors and Subcontractors,

(3)  The Principal will disqualify lrom the tender process any bidder whi do not
gign this Pact or violate its provisions.
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Section 7 -Criminal charges against violating Bidder(s)! Contractor(s)!
Subcontractor(s).

it the Principal obmins knowledge of conduct of a Bidder, Contractor or
Subcontractor. or of an employee or a representative or an associate of & Bidder,
Ceantractor or Subcontractor which constitutes corruption, or if the Principal has
substantive suspicion in this regord, the Principal will inform the same o the Chief
Vigilance Officer.

Section 8 <Independent External Monitor! Monitors.

(2)

(6)

The Principal appoimnts competent and credible Independent External Monmor

for this pact. The task of the Monitor is to review independently and
objectively, whether and to what extent the parties comply with the
obligations under this sgreement

The Monmitar 15 ot subject t mstructions by the representatives of the parties
and performs his functions neutrally and independently. He reports o the
Chatrmun, THDC.

The Bidder(s}! Contractor{s} sceepts that the Monrtor has the right to ocoess
without restriction o all Project documentution of the Principal ineluding that

ovided by the Contractor, The Contractor will also grant the Monitor, upon
s request and demomstration of a valid nterest, unrestrncted ond
unconditional access to his project documentation, The same 15 applicable 1o
subcomractors. The Monitor iz under contraciual oblipation o treat the
mfonmation and documents of the Bidder{s)! Contractor{s)! Subcontracton s}
with cotifidentiality.,

Ihe Principal will provide 1o the Maonitor sufficient information about sll
mectings among the parties related 1o the Project provided such meetings
could have an mmpact on the contractual relations between the Pnncipal and
the Contracior. The panies offer o the Monitor the option o participate in
such meetings.

As soon as the Monilor notices, or believes o notice, a violanon of s
agreement, he will so inform the Management of the Prinaipal and request the
Management to discontimue or take comective action, or 10 make other
relevant action. The momitor can in this repard submit non-binding
recommendations. Bevond this, the Monitor has no right to demomd from the
parties that they act in g specific manner, refrain from action or tolerate action,

The Monitor will submit a written report (o the Chairman, THDC within ¥ to

10 weeks from the date of reference or intimation to him by the Principal and,
should the occasion arise, submit proposals for correcting problematic
situations,




(7y  Monitor shall beentitled to compensation on the same terms as being extended
to! provided to Technical Advisory Committee members.

(8} If the Monitor has reported w the Chairman THDC, a substantiated suspicion
of an offence under relevant IPC/PC Act, and the Chairman THDC has ni,
within the reasonable time taken visible action to proceed against such
offence or reported it to the Chief Vigilance Officer, the Monitor may also
transmit this information directly to the Central Viglance Commissioner,

(91 Theword "Monitor’ would include both singulir and plural,
Section 9 -Pact Duration.

This Pact begins when both parties have legally signed it. It expires for the Contractor
12 manths afier the last payment imder the contrmet, and for all other Bidders 6
months after the contract has been awarded. If any claim is made/ lodged during this
time, the same shall be binding and continue to be valid despite the lapse of this pact
as specified above, unless it is discharged! determined by Chairman of THDC,

Section 10-Other provisions,

(13 Thisagreement is subject to Indian Law, Place of performance and jurisdiction
is the Corporate Office of the Principal, 1.e. Rishikesh.

(2)  Changes and supplements as well s termination notices need o be made in
writing. Side agreements have not been made.

(31 Il the Contractor is a partnership or a consonium, (his agreement imust be
signed by all parmers or consontium members. '

(4)  Should one or severl provisions of this agreement fum out to be invatid, the
remainder of this agreement remains valid, In this case, the parties will strive |
to come to an agrecment to their original intentions.

(For & On behalf of'the Principal)
(For & On behalfof Bidder! Contractor)
(Office Seal)

(Office Seal)

Date: ........

(MName & Address)
Witness2:
(Name & Address)
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No07VGLAE3E
Governmerd of India
Centrl Vigilance Commission

ERkkE

Satark Bhawan, Block-A
GPO complex, INA,

New Delha-1 10023

Dated the 28th December 2007

Offige Order NoAW12/07

Subject: Adoption of Integrity Pact In major Government Procurement
Activities- regurding.

Reference is invited to Commssion's office arder no. 41/1272007 circulated
vide letter of even no. dated 4/1 272007 on the aforementioned subject

2 The Commission vide para 4 of the aforementioned office order had directed
that the organizations were required (o forward & panel of names of the
erminent persons of high imegrity through their administrative ministries foy
consideration and approval by the Commission as IEMs.

i3 The matter has been reconsidered by the Commission and in order to simplify
the procedure and avoid delay. it has been decided that the organizations may
forward the panel of names of eminent persons for appoinfment and
consideration as IEMs directly to the Commission for approval.

4, Pam 4 of the Commission's ¢irculur cited above stands amended (o this extent.

Sel/-
(Vineet Mathur)
Deputy Secretary

All Chief Vigilance officers




Na, 008 YVGLAOD]
Government of India
Central Vigilance Commission

Satnrkts Bhawan, Block-A
GPO Complex, INA,

New Delln-110023

Drated, the 19th May, 2008

Circalar No.18/05/08

Sub:- Adeption of lutegrity Pact in major Government Procurement Activities
-regarding.

The Commission vide its office order no. 41/12/07 dated 4/12/07 had
circulated o letter no. 007/vgl/033 emphasizing the need o adopt Integnty Pact (1P)
by povenment onzanizations in respect of their major procurement activities. The
Cammission had also directed that in order 1o ensure compliance with the ohligations
under the pact by the parties concerned, Independent External Monitors (ITEMs) arc lo
be appointed after obtaining approval of the Commission for the names 10 be
included in the panel.

i As the role of IEM is very important in ensuring implementation oMhe [P, itis
necessary that the persons recommended for appointment have adeguate
experience inthe relevant ficlds and are of high integniy and reputation

3. The Commission would, thorefore, direct that the organizations, while
forwarding the names of the persons for empanelment as [EMs should senra
detailed bio-datn in respect of the each of the persons proposed, The p-data
should, among other things, melude the postings during the last ten years
before the supeanuation of the persuns proposed as [EMs, in case the names
relate 1o persons having worked in the government seetor, The bio-data should
also include details regarding éxperience older than len years before
supermanuation of the persons proposed as [EMy, if they have relevant domain
experience inthe notivities of PSUs where they are considered as IEMs.

This may be noted for future complinnce

Sdi-
(Rapv Verma)
Under Secretary

AllChief Vigilance Officers
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No. 007/VGL/O3

Ciovernment of India
Central Vigilance Commission
EEAEE

Saturkis Bhawan, Block-A,
GPO Camplex, INA,
New Delhi-110023,
Dated 05/8/08

Clreular No 247808
Subject:- Adoption of Integrity Pact in major Government procurement

activities.

The Cammission, vide its Circulirs No, 41/1207, dated 4.12.07 und |R/5/08
dated 19508, has :nrphuswn:l the necessity 1o adopl Integrity Pact (1P} in
Crovernment organkzations in their mujor procurement activities. The Cononission
harel also directed that in order to oversee the complisee of obligations under the Puct,
by the partics concerned, Independent Extermal Monitors (IEMs) should: be
nonmnated with the approval ol the Commission, out of a panel of names proposed hy
on Organizations.

2, As more and mone organizations begin to adopt the Integrity Pacl, seveml
queries antd operitional issues have been mised. The Commission has

examined these issues il sugsested the following guidelines;

iy Adoption of Integrity Pacl in an orgonization i voluniary, bul once
adopted, [t should cover all tenders/procurements above a specified
threshold value. which should be set by the organization nsell

i) 1P should cover all phoses of the contmet 1., from the stage of Notice
tnviting Tender{ NITVpre-bid stage to the stage of last payment or o still
later stage, covered through warminty, gusmnies ete,

il TEMsare vital to the implementation of 1P and atleast one TEM should be
invariably cited in the NIT, However, for ensuring the desired
transparency and objectivity in dealing with the complaints arising out of
uny tendering process, the mutter should be referred w the full paned of
TEMs, who would exanmne the records, conduer the investigation and
submit a report to the manngement, giving joint findings.

ivl A maximum of three IEMs would be appointed in Navratna PSUs and
kiptis tws LEM s in other Public Sector Undertakings. The organizations
may, however, forward a panel of more than three names for the

3o




Commission's approval. For the PSUs having u large territorial spread or
those having severnl subsidiaries, the Commission may consider
approving a large number of IEM, but not more than two TEMs would be.
assigned inanyvone subsidiary.

vl Remuneration payable to the [EMs may be similar to the Independent
Directors in the organization.

vil I view af limited procurement activities in the Public Sector Banks,
Insurance Companies and Financial Institution, they are exempted from
adopting IP.

3. It needs no reiteration (hat all organizations must make sustaimed effors 10
realize the spirit and objective of the Integrity Pact. For further clanfications
on its implementation: or the role of TEMs, all concerned are advised 1o
approach the Comamission.

Nab/-
(Rajiv Verma)
Under Secretary

ANCYVOs
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No. D0S/CRDAN 2
Government of India
Central Vigilance Commission

Satarkta Bhawan, Block-A,
GPO Complex, INA,

New Delhi-1 10023,

Dhated: | 1/8/09

Circular No, 22/08/09
Subject:-  Adoption of Integrity Pact-Periodical regarding

Thie Commission in its various circular has emphasized the necessity to adopt
Integrity Pact (IP) in Government organiations in thewr major procurement activitics,
The Commission had also directed that in order to oversee the compliance of
obligations under the Pact, by the parties concerned, Independent External Monitors
(1EMs) should be nominated with the approval of the Commission, out of a punel of
nimes proposed by an Organisation.

2, Further, the Commission vide it circular No. 10/5/09 dated 18.5.09 provided
i review system for the CVOs wherein and internal assessment of the impact
of Integrity Pact are to be carried out penodically and reporicd to (he
Commission. In this regard, 1t is clsrified thai such review shoold be on annual
basis. The Ongamsation which has adopted Integrity Pact may repon
compliance of review system through monthly repon,

3. This may be noted for future compliance.

Sd/- .
(Shalini Darbari)
Director
All Chiel Vigilance Officers




9VGLOL6
Government of India
Central Vigilance Commission

LEZ R

Satarkata Bhawan

GPO Complex, Block-A,
INA. New Delhi-110023
Dated: 19th April. 2010

n £
Subject: Integrity Pact -Selection and Recommendation of Independent
Externul Monhors( IEMs).

The Commission receives a number of requests for implementation of
Integrity Pact in Government af India organizations and Public Sector Undertukings,
Organizations desirous of implementing Integrity Pact are required to forward at
miosl three names of Independent External Monitors ulong with the proposal to the
{Commission for its approval

2 The Commission would consider names for appomiment of Independent
External Monitors of only those officers of Government of India departments
or Public Sector Undertiukings, who have retired from top management
positions, The Conmission would not consider the name of an officer
Jexecutive, who s either serving or who has retired from the samoe
organization to be an [EM in that organization, although may have served
in the top munugement. Eminent persons, exccutives of private seotor of
considerable eminence could also be considered for functioning as
Independent External Monitots and names recommended to the Commission
for approval.

3. The appoimment of Independent External Monitors would be for an imitial
period of three years and could be extended for another term of two years on a
rﬁuﬂl recelved in the Commission from the organization appointing the
Independent External Monitor. An Independent External Monitor can have &
maximumn tenure of § years in an organization with an initial temm of three
years and another term of two years,

4. Organizations recommending the names of Independent External Maonitors
are (o select and forward the names to the Commission after duc diligence and
SCTUtINY.

(Vineet Mathur)
Dhrector
All Chief Vigilance Officers




No. 00%/CRD/O13
Government of India
Centml Vigilance Commission

Wan Satirktn Bhawan, Block-A.
A GPO Complex, INA,
023 New Delli-110023.

FI Dated: 1R/509

010
Circular No, 10/5/09
lent | Subject:- Adoption of Integrity Pact-Standard Operating Procedure-reg,

' of The Commnussion has formulated “Standard Operating Procedure” for
hgs adoption of Integrity Pact i major Govt. Depariment/argamisahions, A copy of the
1 ut same 15 enclosed for information and necessary setion,

stits o
fen {Shalim Darban)
= [hrector

mie

*'ﬁf_ AllChied Vigilanee Officers
L




Subject:- Adoption of Integrity Pact-Standard Operating Procedure-reg.

1.0
1.01

Background

The Central Vigilance Commission has heen promoting Integnity,
transparency, equity ind competitiveness m Govermment/PSU tmnsactions
and as a part of vigilance administration and superintendence. Public
procurement is a major ares of concem for the Central Vigilance Commission
und various steps have been taken to put proper sysienss in place. Leveraging:
technoloay, especially wider use of the web sites for dissemmating
information an tenders, clearly defining the pre qualification eriteriaand other
terms and conditions of the tender ure some of the steps recently taken at the
instance of the Commission. In this context, Integrity Pact (1P), a vigilance
tool conceptunlized and promoted by the Trunsparency International, has been
found to be useful. The Commission has, through its Office Orders No.
41/12/07 dated 04.12.07 and 43/12707 dated 28.12.07 and Circulurs No.
180508 dated 19.05.08 and 24.08.08 dated 05.08. 2008 (copies uppended),
recommended sdoption of Integrity Pact and provided basic guidelines for its
implementation in respect of major procurement in the Government
Orgamizaiions.

Integrity Pact

The pact essentinlly envisages an agreement between the prospective
vendors/bidders and the buyer, conmmitting the persons/officials of both sides,
not to resort Lo any cormupt practices in any aspect/stage of the contracl. Only
those vendorsbididers, who commit themselves 1o such a Pact with the buyer,
would be considered competent to participate in the bidding process. In other
words, entering into this Pact would be a prefimnary qualification. The
essential ingredients of the Pact include:

»  Promuse on the part of the principal not to seek or accept any benefit,
whichis not legally available;

«  Principal to treat all bidders with equity and resson;

*  Promise on the part of bidders not to offer any benelit to the employvees of
the Principal notavailable legally;

»  Bidders not 1o enter into uny undisclosed agreement or understanding
with other bidders with respect to prices, specifications, certifications,
subsidiary contracts, ete.

»  Bidders not to pass any informution provided by Principal as part of
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business relatianship to others and not to commit any offence under PCY
IPC Act;

*  Foreign bidders 1o disclose the nume and address of agents and
representatives in Indin and Indian Bidders 1o disclose their foreim

principals or associates;

= Hidders to disclose the pavments to be made by them to agents [ brukers
or sny other intermediary.

*  Bidders to disclose any transgressions with any other company that may
impinge on the anth corruption pringiple.

Integriny Pacr, in respect of a particuiar comract, would be operative from the

stage of invitation of bids 1l the final completion of the comract. Any

violation of the same would entail disgualification of the bidders and
exclusion from firture business dealings.

Implementation procedure:

Adoption of 1P is voluntary for any organization, bt ence adopted, it should
coverall tenders fprocuréments above a specified threshold value.

The threshold value for the contracts 10 be covered through [P should be
decided nfter conducting proper ABC analysis and should be fixed so as w
cover 9(-95% of the total procurements of the organization in monetary terms.

Apart from all bigh value comtracts, any contragt invelving complicated or
serious issues could be brought within the ambit of [P, after a considered
decision of the management '

The Purchase / procurement wing of the organization would be the focal paint
for the implementation of TF

The Vigilance Department would be responsible for review, enforeement. and
reparting on all related vigilance 1ssues,

It has to be ensured, through sn sppropriate provision in the contract, that 19 is
deemed as part of the contravt so that the parties concemned mre bound by its
Provisions,

IP should cover all phases of the contraet, Le, from the stage of Notice [nviting
Tender (NIT)pre-bid stage till the conclusion of the contract. 1.e the final
paymeni or the duration of warranty/guarantee.

1P would be implemented through a panel of Independent External Monitors
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(IEMs), appointed by the organization, The IEM would review independently
and objectively, whether and to what extent parties have camplied with their
obligations under the Pact.

Peniodical Vendors' meets, as & familwrzston and confidence bulding
measure, would be desirable for a wider and realistic complismee of the
prineiples of [P

Information relating to tenders in progress and under finalization would need
to be shared with the IEMs on monthly basis,

Role /Functions ol TEMs :

IEM would bave access 1o all Contract documenis, whenever required
Ideally, all [EMs of an organization should meet in two months to take stock of

the ongoing tendenng processes.
It would be desirable to have structured meeting of the TEMs with the Chiel

Executive of the organization on a# monthly basis to discuss’review the
information on tenders awarded in the previous month,

The IEMs would examine all complaints recetved by them and give their
recommendations/views 1o the Chiefl Executive of the organzzation. at the
carliest. They may nlso send their report directly to the CVO and the
Commission, n case of suspicion of senous iregulanties requinng
legal/administrative action.

At least one IEM should be invariably cited i the NIT. However, forensuring
the desired transparency and objectivity in dealing with the complaints arising
out of any tendering process, the matter should be examined by the full panel
of TEMs, who would look into the records, conduct an investigation, and
submit therr jomnt recommendations to the Management

The recommendations of IEMs would be in the nature of advice and would not
be legally binding. At the same time, it must be understood that IEMs are not
consultants to the Mamagement. Their role is independent in nature and the
advice once lendered would not be subject 1o review il the request of the
organization,

The role of the CVO of the organiration shall remuin unaflected by the
presence of TEMs. A matter being examined by the TEMs can be separately
mvestigated by the CVO in werms of the provisions of the CVC Act or
Vigilunce Manual, if & complaint is received by him or directed to him by the
Commission.
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50  Appointment of TEM ;

5001 The IEMs appuointed should be eminent personalities of high integrity and
reputation. The Commission would approve the names of [EMs out of the
panel of nawmes, initiated by the organization concerned, in
association/consultation with the CVO,

a4 While forwarding the pangl, the organization would enclose detailed bio-dats
m respect of all numes proposed. The details would include postings before
superanmnuition, special achievements, experience. etc. in Government sector,
Itis desiruble that the persons proposed possess domain experience of the PSLU
netivities or the relevant field with which they may be required to desl,

5.03 A maximum of three IEMs would be appointed for Navratna PSUs and up to
rwo TEMS for others,

304  Organizations could propose o panel of more than (hree names for the
consideration of the Commission.

.03 Persons appointed ns 1EMs in two orgamzations would not be considered fora
third organization.

506  For PSUs having u large territorial spresd or those having several subsidiarics,
there could be more TEMSs, but not more than two TEMs would be sssigned to
oneg subgidinry.

5.07 Remuneration payable to the [EMs wiould be equivalent to that sdmissible to
an Independent Director in the organization. This remuneration would be paid
by the organization concerned.

5.08  The terms and conditions of appointment, including the remuncration payahle
to the [EMs, should not be included in the Integrity Pactor the NIT They could
be commminicated individually to the ITEMs concerned

509 The normal term of appointment for un TEM would be 3 vears, and it would be
subject to renewal by the Commission thereafter.

6.0 Review System:
6.01 An intermal assessment of the impact of 1P shall be carmed out periodically by
the CVOs of the organizations and reported to the Commussion,

602 Twoadditional reviews are envisaged for each organization in due course.
(i} Financial impoct review, which could be conducted through un
indepandent agency like auditors, and

GO




(ii) Physical review, which could be done through an NGO of tested
credibility in the particular field.

6.03 1t isproposed toinclude the progress in the implementation of 1P in the Anmunl
Report of the Commission, CVOs of all orgamzations would keep the
Commussion posted with the implementation status through their monthly
reparts or special reports, wherever necessary,

7.0 Allorganizations are called upon to make sincere and sustained efforts to
imbibe the spirit and principles of the Integrity Pact and carry it to ifs

effective implementation.
Enclosures:  All earlier guidelines, issued by the Central Vigilance Commission,
on the subject.
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Examples of Corruption in
Construction & Engineering Sector




EXAMPLES OF CORRUPTION IN INFRASTRUCTURE CONSTRUCTION
AND ENGINEERING SECTOR '

pPre-qualification and tender

Example I Loser's fee

It ik a condition (express or imphied) of n tender that each unsuccessful tendering
contractor will bear its own tender costs. Prior to tender submission, the competing
contractors sccretly agree that they will eseh include in their tender price an agreed
additional sum of money representing the total estimated tender costs of all the
competing contetors. Whichever contractor is awarded the contract will then divide
this sum ofmoney between all the unsuccessful contractors who will thereby recover
their tender costs, This is known as a Toser's fee', This arrangement is not disclosed to
the praject ownier. The project owner believes that the losing contractors are beaning
their own tender costs. The project owner 1 therefore unknowingly paying more than
it would have done had the unsuccessful contractors borne theirown tender costs.

Possihle offenders: Contractors and individuals involved.
Example 2! Price fixing

A gronip of contractors whe routinely compete in (he same mariet secretly ngree to
share the market between them. They will cach apparently compete on &l major
tendizrs, but will in advance secretly agree which of them should win each render. The
coniractor who is chosen by the other contractors w win o tender will then nofify the
pthers prior to tender submission #s to its tender price. The ather contractors will then
tender ot & higher price so a5 to ensure that the pre-selected contractor wins the lender,
The wirmitg contractor would therefore be able to achieve o higher price than ifthere
hstel been genuine competition for the project. If sufficient projects are awarded, cach
contractor would have an opportunity to be awarded s project al a higher price. This
wrrangement is kept confidential from the project owners on respective prajects who
believe that the lenders are taking place in genuine open competition, and that they are
nchieving the best available price. The project owners therefore pay more for their
projects than they would have done had there been genuine competition,

Passible offenders; Contractors and individuals involved,




Example 3: Manipulation of pre-qualification

A project owner appaints an engincer to manage a pre-yualification for a project soag
10 obiain a short-list of five suitable contractors who can then bid for the contragt. A
contractor who wishes 1o be short-listed pays a cash bribe to the engineer to ensurg:
that key competitors of the contraetor are eliminated from the short-list on artificial
grounds, The engineer produces 4 short-list which does not contain several key!
compelitors, The engineer falsely informs the project owner that it has selected the
best five competitors, The project owner relies on the engineet’s advice.
contractor wha bribed the engineer wins the project.

Possible offenders: Contractorn, engineer, and individuals involved
Example 4: Bribery to abtain main conteact award

A contractar whi is tendering for u project is approached by an agent who claims thai
he will be able to assist the contraictor to be awarded the project. They agree that, if the
contractor is iwnrded the praject, the contractor will pay the agent a commussion of
5% of the contract price. The agent is appomted under a formal agency agreement
which states thar the agent will carry out specified services, However, the fee bemg
paid ta the agent is grossly in excess of the market value of the legitimute services
which the agent Is committed to provide. The agent intends 1o pay pari of the
commigsion 1o 8 representative of the project owner 1o ensure (hat the contractor s
awearded the contruct, Although the contractor does not actually know that the agent
will use the commission for that purpose, the contractor thinks it likely that this will
bie the case due to the significant disparity between the value of the Jegitimate services
o e carried ot by the agent and the amount of the fee. The contructor is pwarded the
contract. The contractor pays the mgent the commuission. The agent pays the
representative of the project owner a bribe out of the agent’s commission. The cost ol
the commission (and therefore of the bribe) is included in the contract price. The
project owner therefore pays more than it would have done had there not been i bribe.
The project owner s unsware that one of its representatives has been bribed

Pugsible offenders: Contractor, agent, and individuals involved.
Example 5. Bribery during sub-contract procurement

A procurement manager of 4 coniracior is managing & competitive tender between
sub-contractors. One of the sub-contractors offers a free holiday 1o the procurement
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munager if the procurement manager awnrds the contract to the sub-contructor. The
procurement manager does so.

Passible affenders: Procurement manager, sub-contractor, individuals invalved,
Evample 6 Carruptly negotiated contract

A sentor government official who is m charge of the construction of new
infrastructure projects wishes to enrich himsell, He therefore decides to initiate o
project which could conceal 8 major bribe for himself. In order lo maximise the bribe
potential, he ensures that the design will result in a project which is urmecessarily
targe and complex: He then mforms & major contractor that he will ensore that the
coniractor is awarded the project on a non-compentive basis 1 the contractor includes
in the contract price a payment for him personally of an amount equal to 30% of the
contenet price. The contractor agrees. The cantract 18 awarded snd the contmctor pays
the offictal

Paossible affenders: Government official, contenctor, and individuals involved.
Example 7: Manipulation af design

A project owner appoints an architect to design @ project. One of the competing
contractors who is tendening for the project bribes the architect to provide a design
with which only that contractor can fully comply. The bribe is the promise by the
contraetor of significant future work for the architect The architeet provides an
appropriate design. The contractor submits & price that is higher thas it would have
heon had there been 4 genuine competitive tender, and higher than several of the other
tenders, The architect recommends 10 the praject owner that the relevant design was
m the project owner's best inferests and that the compliant contractor should be
appointed, even though its tender 15 not the cheapest, as only it fully complies with the
tender design, tn factto the knowledge of the architeet, one of the cheaper tenderers
bidding to an alternative design would have adequately suited the project owner's
needs, The project owner follows the architect's advice and awards the contract bo the
compliant contractor.

Possible offenders: Contractor, architeet, und individuals involved,
Example 8: Specification of overly sophisticated design

A project owner and a contractor are negotating a design and build contract. There 15
no competitive tender and the project owner 15, to the knowledge of the coniractor,




relying on the contractor to put forward a ressonable proposal. In its written propaosy])
1o the project owner, the cantractor deliberately specifies an overly sophisticated
design. The contractor is mware that an aliemative cheaper design would be adequall
for the project owner's purposes but does not inform the project owner of
possibility. The contractor's’ intention is that the project owner will accept th
sophusticated designas it will result in a gher overhead recovery and profit for the
contractor, The project owner places the contract with the contrctor.

Passihle affenders: Contractos, und individuals involve
Example 9. Inflation of vesources and time requirementy

A project owner and & contractor are negotiating a contract. There is no competitive
tender and the project owner is, to the knowledge of the contractor. relying on the
comtractor to pul forward a reasonable proposal, In iis written proposal to the project |
owner, the contractor defiberately exaggerates the manpower, equipment and time!
required (o complete the projeot. These exageerated elements are not a contingency )
against possible risk They are deliberute overstutements of the time and resources,
required in urder to support a higher price. The project owner accepls the vontractor’y
proposal. The works nre carried oul and the project owner pays the excessive cantinel
price.
Poxxible offenders: Contractor and individuals involved.
Example 10 Obtaining a qguotation only for the purpose of price comparison

A project owner mtends to place s contract with a contractor which it frequently uses.
It wishes to ensure that the price obtained from the contractor 15 & murket price. 110
therefiire reguests quotitions from two other contractors. 11 leads these contrictons 1o
belicve that they have a chance of winning the project. However, the project owner
always intends 10 award the contract 10 its favoured contretar. The price of one ofthe.
other hitding contrctors is the lowest. The project owner discloses this lowest price’
to its favoured contractor and requires it to match the price. The favoured contractor
does 5o and is awarded the contract. The other contractors therefore waste their render
cosls.

Paossible affenders: Project owner and individuals involved.
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Example 1 Concealment of financial statis

A project owner places a contract with @ contractor. At the time of plucing the
cotitract, the project owner is in serious financial difficulty, It believes that it is quite
likely that it will go into receivership prior o completion of the contract and will
therefore be unable to pay the contractor in full forwork done. The project owner does
not disclose its financial status o the contractor at the tme of placing the contract.
The project owner 1 aware that if it does disclose its financial difficulues, the
contractoris anlikely to commence work.

Pousihle offenders! Project owner and individuals involved.
Example 12 Intention to withhold payment

A project owner places s conmtract with a contractor. Al the time of placing the
contract, the project owney intenids, in order to increase the profitability of the project
for the project owner, 1o refuse o pay the contractor the retention of 10% upoen
completion of the project and to concoct artificial counterclaims to set-off agamst the
retention.

Paxsille affenders: Project owner and individuals invalved.
Example 13: Submission of false quotation

A procurement manager of 4 contractor is required to organise the hire of cranes for
one of the contractor’s projects. Crane hire companies are 81 Lhat lime giving
discounts of approximately 25% off their published hire prices for long-term hires.
The procurement manager and two friends set up . company ('Craneco’) which 1s
registered in the names of the two friends. Half the shares in Craneco are secretly held
as nominee for the procurement munager, Cruneco obtains a quote ingluding discoumt
from o crane Hire company. The procurement manager obtains the published mie
sheets (excluding discounts) from two other crane companies. Critneco supplies a
written quote to the contmctor Lo supply (he cranes at o mte slightly lower than the
published rutes of the two other crune companics, but at o higher rate (han the rate
guoted to Craneco. The procurement manager tises the two rate sheets and the gquote
from Craneco as three competitive quotes, and awands the contract for the supply of
crimes to Craneco, These documents are placed on the procurement file, creating the
fllse impression that there has been genuine competitive pricing, and that the hire
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coniract has been awarded to the cheapest supplier, Craneco makes a profit. The
procirement manager does nol disclose to the contmetor his interest in Craneco, The
contractor pays more for the hire than it would have done if the contract had bee

swarded, including discount, to one of the other erane hire companies. .
Possible affenders. Procurement manager and friends,

Project Exeeution
Example 14; False invoicing: supply of less equipment

A scaffolding sub-contracior contracis 1o provide & specified quanuty of scaffolding
to a project for 3 fixed price and for a fixed duration. Before the contract period for
supply has expired, the scaffolding sub-contractor, without the knowledge of the
contmetor, removes part of the scaffoiding. The scaffolding sub-cantractor does not!
infirm the contractor that some scaffolding has been remaved nor does it make any
deduction for the scaffolding removed. It invoices the contractor for the full fixed:
price. Thecontractor pays in full, '

Possible offenders: Sub-comtmetor and individuals imvolved.

Example 15 False work certificates
An earth-moving sub-contractor signs & contract with the contmetar fo TEmoveE
unsuitible material from site and to replace it with suimble material. The eanh-
moving sub-contractor will be paid by the load. The confractor appoints & gquantity’
surveyor to count on site the number of loads removed and replaced by the carth-
moving sub-contractor. Each losd will have a written Joad certificate which will be!
signed by the earth-moving sub-contactor and counter-signed by the quantity:
surveyor, The mumager of the earth-moving sub-contragtor agrees with the quantify
surveyor that the quantity surveyor will falsely certify more londs then the earth-
mioving subcontractor actually undertakes. In return, the carthmoving sub-contractor
will pay the quantity surveyor 309 of the payment received by the earth-moving sub-
cantractor for each filse load. The quantity surveyor certifies 20fulse remavals and
20 false replacements. The earth-moving sub-gantrrctor submits both its genuine and
s false certificates to the contractor for payment. The contractor pays in full,
resulting in an illicit profit to the carthmoving sub-cantractor. The carthmoving sub-
contractor pays the quantity surveyor has share.

Passthle affenders: Sub-contmetor, quantity surveyor, and individuals mvolved.
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Example [6: Overstating man-day requirements

A sub-contractor 15 appointed by & contructor on a day-works basis to nondertake work
which the sub-contractor knows will take approximately 100 man-days 1o complete.
The sub-contractor informs the contractor that the work will require 150 man-liys.
The sub<contractor deliberately over-states the man-day requirement in order to
nehieve a higher price from the contractor. The contractor aceepts the sub-contractor's
estimate of 150 days, The sub-contractor completes the work usmg 100 man-days.
The sub-contractor invoices the contractor for 150 man-days of work and attaches -

time-sheets for the work. 100 man-days oftime-sheets are correct. 50 mandays

of ime-sheets are falsified s0 as to support the amount invoiced: The contrsctor pays
the invaiced amount.

Passible offenders: Sub-contractor and individuals involved,
Exumple 17 Inflated clains for variation (1)

A comtractor is listructied by the architect appointed by the project owner to carry oum
a varition to the works. The contruct entitles the contractor to an extension of hime
and additionnl payment in this circumstance. The contractor submits a written ¢laim
in respeet of the variation 10 the architect which delibermtely exnggemtes the
muanpower, materials, equipment and time required tocarmy out the variation,

Passible offenders: Contractor amd individuals involved.
Example 18: Inflated claim for variation (2)

The facts are as in Example 17 except that, when the architect indicates 10 the
contractor that he is melined to reduce the contractor’s claim, the contractor offers the
architecta bribe it he will approve the full cluim. The architect does so.

Paxsible offenders; Contractor, architect, and individualy invalved.
Example 19: False variation claim

A contractor carries out work which is not In compliance with the contract
specification. Under the contract, the architect is respansible for issuiig variations.
The contractor offers the architect a bribe if he confirms in writing thai the work was
carried bul pursuant 1o a variation ssued by the architect, and 1s therefore acceptable.
The architect does so.

Possible offinders: Conttactor, architect, and individuals fnvolved.

(1>




Example 2. Issue of false delay certificate

A contrucl entitles th contractor to an extension of time and payment of loss and
expense in the event of specified deiays caused by the project owner. The contracy
also provides that the contractor should puy liguidated damages to the project ownep
m the event of specified delays coused by the contrmetor. Under the contract, (he
engineer nppointed by the project owner determines questions of delay and Joss anil
expense The works are delayed by the project owner. The contragtor applies (o the
engincer for an extension of time and ascertmnment ol loss and expensc. The projegy
nwnerand engineer are sware that the contractoris entitled to both. The project owingy!
agrees with the engineer that the engineer should refuse the contractor’s clam and
should instead issue a certificate requiring the contractor w pay the project owne
liquidated damages for delay. The enginesr does so.

Paossible offenders: Project owner, engineer, and individuals imvol
Example 21 Falye extension of time application

A contractor bas been delaved in completing the project. Two reasons could becount’
for the delay, The first is the deluayed delivery of materials by one of the contractor’s
suppliers Tor which delby the contractor is responsible under the contract and for
which he would be liable to pay Hguidated damages 1o the project owner. The sccong
s a change 1o the specification for which delay the project owner is responsible under
the contract and for which the contractor would be entitled to receive an extension o
trme and addditional cost. The contructor s aware that the whole or part of the actus
canse of the delny Is the supplier defay. However, ihe contractor subimits a writlen
eluim 1w the architeat appointed by the project owner which alleges that the whole
delay was attributable (v the change in specification. The archilect accepts the
cotitrictor's claim, and awards the contractor an extension of lime and additonal
pavment. The project owner pavs the additional poyment.

Possible offenders: Contractor and individuals mvolved.

Example 22: Delayed isswe of papment certificates

The project owner offers the urehitect u future appotntment on another project if the
architect delays the issue of payment eertificates which are due to the contrctor, The
architect agrees,

Passibie affinders: Project owner, srchitect, and individuals involved.




Evample 23: Concealing defects (1)

Acontracior accidentally omits some structural steel from the foundation works, The
contractardiseovers the omission after the foundations have been completed. Neither
the mrehitect nor the project owner renlises the omizgsion. The contretor decides not 1o
disclose the omission to the architect or project owner. The contractor invoices the
project owner in full for the foundation works (including the omitted structural steel),
The project owner pays the contracior in full.

Possible offercders: Conractor and mdividuals imvolved.
Example 24; Convcenling defects (2)

A roofing sub-contractor installs a waleeproof roof membrane The membrane is
accidentally perforated during installntion which means that it could leak. The
membrane needs to be approved by the contractor's supervisor bafore it 15 covered
over. The membrane should be rejected and replaced owing 1o the perforations. The
subcontractor offers to make a payment 1o the supervisor if he certifies that the sub-
contmctor's defective membrane is water-tight. The supervisor accepts. The payment
s made by the sub-contractor to the supervisor and the supervisor issues the
certificate. The sub-contractor submits the eertificale o the contractor, end obtains
full payment for the defective membrane. Neither the sub-contractor nor supervisor
discloses o the contractor that the membmne is defective.

Possible offenders: Sub-cantractor, supervisor, and individuals mvolved.
Example 25: Ser-off af false rectification costs

A comtractor has completed the works and. applies for final payment. Under the
contract, the architeet appointed by the project owner s regquired o specify
outstanding defects. The project owner persundes the archite! o inelude, in the
schedule of defects, additional purported defects which in fact are nol outstanding.
The praject owner then sets off the alleged ¢ost of rectificatian ol these defects
against the balonce due 1o the contractorn. The contractor disputes the dediction. The
project owner informs the contractor that, il the contractor does not accept the
reduced sum; then he will have 1o lingate or arbitrate 1o get the rematnder from the
project owner. The contractor cannot afford lingation, so he accepts-the reduced
ot

Possible offerders: Project owner, architect, and individuals involved.




Example 26; Refusal to issue final certificate

A contractor has properly completed the works and is entitled 1o receive a fing
certificate. The engineer sppointed by the praoject bwner refuses 1o jssue the fingd
certificute to the contractar unless the contructor pays him 5% of the final centificaps
value. The contractor refuses 1o pay. '

Possible offenders: Engineer and individuals nvolved
Example 27: Extortion by project owner's represcniative

unless the contractor makes an extra payment to the project owner's representative
personally, The contractor makes the payment The project owner's Tepresentative
authorises the release of the final payment,

Possible offenders: Project owter's representative, confractor, and individuals’

Example 28 Facilitation payment
A customs official demands a payment from a contractor in return for the custon
official speeding up the issue of an mpont permif to which the contmetor is entitled
The contractor makes the payment.

Possibile offenders: Custorms offcial, contrctor, and individuals involved.

Example 29. (herstating of profits
It the projest sceounts, @ project manager deliberately overstates the profitahility of
the project he is overseeing in order to enhance his performance bonus,

Possibile affenders: Project managern

Dispulte resolution
Example 30: Submission of incorrect or misteading comiract claims, pleadings o
particulars
In & contract claim, or during dispute resalution proceedings {such as medimtion,
adjudication, arbitration or litigation), the claimant suhmits claims, pleadings or
particulars which he knows to be fillse, or does not believe to be trug, or of which he is;
reckless as to theiraccuracy. These inchude:
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o A claim for an extension ol tme (in circumstances where the contract
permits an extension of time hased on scmal delay) where the extension
clamed 15 greater than the actual delay caused, or whiere the stated cause
af delay 1s not the true cause of delay,

A lossand expense claim where the extension of time cluim on which the
lpss and expense claim is based is incorrect or the amount of loss and
expense cliimed is overstuted;

» A claim for payment for the supply of work, equipment or materials
where the wurk, cquipment or matenals are defective, or are not in
accordance with the specification, orare not supplicd.

s A claim containmg false or misleading statements as 10 the parties”
understanding al the time the contract was made;

¢« A claim containing false or misleading stalements regarding
representations made conceming seope of work, guality, iming, or

limitations of lability.
Pagsibile affenders: Claimant and individuals mvolved.

Example 31: Concealment af documents

in a contract claim, or dispute resolution proceedings, & cluimunt deliberately does
not disclose 10 his oppanent, or to the dispute resolution tribunal, documents which
are, or may be, damaging w the claimant’s case. Such documents include:

o Timesheets which would undermine the claimant's case that labour und
equipment were working on a particularitem of work;

= Work records which would show (hat the claimant's elaim document
averstates or incomeetly describes equipment or material)

«  Waork records which would show, contrary to ihe claimant’s case, that the
works were not completed by a particular date, or were defective, or were
not in accordance with the specification;

« Programmes which would establish that the delay claimed by the
clalmunt was in fact due to a different reason from that claimed, or was

notas long as that claimed;

» Cost records which would show that claimed costs have been incorrectly
stated,

&>




o Photographs which would show an activity occurring at i different timg
ar in different circumstances to that alléged by the claimant.
¢ Comespondence and other records which would undermine  thy

clamant’s cuse,
Possible offencders: Claimant and individuals involved

Evample 32 Submission of fulse supporting documents

In @ contruet claim, or dispute resolution proceedings, 8 claimant submits. th
fallowing supporting documenis as genuine and accurate when he knows thal they
ure Balie, or does not believe them to be true, oris reckless as to their accurmcy:

« Tiiesheets which ane not genuine and which have been created to show)
Falsely that labour and equipment was used for a particulier iem of waorks
whenin iact it was not;

*  Work records which are not genuine and which have bee crented to
oversiate or incommectly describe equipment und materials supplied;

s Programmes which purpartcorrectly to state dates and events, but whicly
do not and which have been deliberntely wmended o sitribute delay
faisely to o stated caose;

¢  ('ostrecords which incomrectly state the cost of items, orinclude ilems
work which were oot provided;

« [hotographs which have been created 1o show falsely that un AUtivity
occurred ata certain time of location, when in factitdid not.
Pussibile offenders: Claimant and individuals invalved

Example 33: Supply of false witness evidence

In dispute resnlution proceedings, o witness as o fact gives evidence on behalf of the
clafmaunt (whether by way of affidavit, witness statement or orally) that he knows to
he filse. or does nol believe to be tue. Such evidence by the witness nclides the

following:

o Confirming that supporting documents (such as those refermed to i
Example 32) are genuine and accurate, when he knows that they e
false, or is not sore whether ar not they are aceurate;

» Suning that an event ocourmed, when he knows that it did not occur, Or 15

#
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not sure that il occurred,;

* Stating thut the apponent's action was the sole cause of delay 1o the
warrks, when he knows thaut there were other causes of delay, o is bot sire
(hat it was the sole couse ol delay;

o  Stating that the claimant's loss was & certadn figure, when be knows that
the {ipure has béen inflatedubove the mie figure, or is nol sure that tho
clatmed Mgure is correct:

o Stating thut o fact bad been orlly agreed between representatives of the
clatmant and the opponent. when lie knows that this fact had not been

agreed. or 1s not sure whether ornot it had been agreed,

s (iving an incomplete account of evems, knowing that, or bemng reckless
as to whether, the incomplete account may be misleading.

Paossible offenders; Clammmt, witness, and individualy invoalved.
Example 34: Supply af false expert evidence

I dispute resolition proceedings, o claimant appoints an expert lo provide in opinion
on an aspect of the claimant's case The expert's initinl report, prepared confidentindly
for the claimant, is unsupportive af the claimant’s case. The claimant makes it clear to
the expert thut his sppointment will continue only if the expert amends his repor
make it favoumble 1w the elammant's case. The expert does so. He belioves the
amended view to be arguable, bul presents it m the report as his most favoured view,
amd as the correct view, when this is not his belief. The report is then submitted as
expert evidence in the procecdings und the expent witness gives oml evidence in
sccordance with il Both the expert and the cliimant sre aware that the expent does nol
belbeve his evidence 10 be true. The cuecess of the claim and counterclaim in the
proceedings depends on the outcome of the expert evidence.

Passible affenders: Cluimant, expert, and mdividusls mvolved
Example 35: Bribery of witness

A claimant offers @ witness a percentage of any futune award by the arbitmtor in the

claimant's fivour if the witness gives filse evidence in support of the claimant in the
arhitration. The witness accepts, and provides a false witness statement andd false oml
evidence both of which support the claim and undermine the counterclaim.

Passible offenders: Claimant, witness, and individuals involved.

i




Example 36, Blackmail of witness

The respondent in an arbitration owes money to the clafmant, The respondent tells

witaess that he will be dismissed as an employee of the respondent unless he gives
fulse evidence in support of the respondent in the arbitration. The emplovee givest
fulse evidence and as a result the respondent wins the urbitration, and does not need

pay the claimant
Posxible offenders: Witness, respondent. and individuals involved.

Example 37: False information as to financial status

Under a setilement agreement, & project owner agrees to pay a contractor 3 cortitin
amount. The praject owner is late in paying and meets with the cantractor to dis
pavment. At the meeting, the project owner falsely informs the contractor that the
project owner is in financial difficulty, The project owner offers the contractor a lower
amouni than the contractor is dug and states that, ifthe contractor does not accept the
lower amount. the project owner would have 10 be put into liquidation and the
cantractor may in that event get even less than the amount offered, or nothing at all

The contractor aceepts the reduced payroent.
Possible affenders: Project owner and indivitluals involved.

Example 38: False statement as to settlenent sum

A contractor hus reached 8 confidentinl settlement with the project owner. The
settlement amaunt includes an amount for payment in full to all sub-contraciors on
the project. The contractor then meets with the subcontractors, and falsely states that
he received a smalleramount from the project owner under the settlement agreement
thin he sctually received. The sub-contractors believe the contractor andl. as u result
of what they believe to be an underpayment under the settlement between the
contractor and the project owner, they agree o accept areduced payment of sums due
undet their sub-contracts.

Possible offenders: Cantractor and individusls mvolved.

Example 39; Over-manning by law firm

A contractor appointsa law firm to act in an arbitration on s behalf. The partner in the
law Tirm who is head of consiruction sees the arbitration as a major apportunity 1o
make money and allocates four lawyers to the arbitration when he knows that twe
lawyers would be sufficient. The parmer advises the contractor thit this mumber of
lawvers is necessary owing to the complexity of the case and the volume of the work.
The contractor accepts this advice. The partner quotes the contractot an hourly rate
for each of the lawyers. Manthly bills are submitted by the law firm to the contracror

—————— ] ———————————




and these are paid by the contractor.
Possible offenders: Parmer.

B A

!h“: Example 40: Excessive billing by lawyer

m A lawyer working on an arbitration for a project owner bills more hours to the project

owner than the lawyer actunlly spent working on the case
wh Possite offenders; Lawyer.
' Example 41 Complicity by lawyer

in In relation to Example 34, the lawyer involved in drufting the wimess statement s

b aware that the witness does not believe his evidence. However, despite this
¢ knowledge, the lawyer continues 1o daft the witness stntement on the basis that it 1

or true, and allows the wimess statement to be put forward in support of the claimunt’s

IIT Possibie offenders; Lawyer,
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Important recent CVC Circulars




No, D09/VGLAOSS
Government of India
Central Vigilainece Commission

LR T
Saturkin Bhawan, Bloek-A
GPO Complex, TNA,
New Delhi-1 1 0023

Dated, the 09* Nov,, 2000
Circular No.- 31/1100%

Sub:-  Review of Purchase Preference Policy for Products und Services of
Central Public Sector Enh:rr_’:'bea(l': Jin view of the {udFmen't of
the Supreme Court of India in the matter of M/s Caterpiilar India Pyt
Lid, v/s Western Coalfields Lid, and Ors dated 18.5.2007.

LE 2 L1 ] ]

The D nl of Public Enterprises has |ssued guidelines vide O.M. No,
DPEN 3152007 -Fin, Dated 21.11.2007 on the subject cited above which reiterates
DPE's earlier guidelines dutedd | 8.07.2008 to the affect that the Purchase Preference
Policy would stand terminated weell 31.03.2008 Further, it also provides thal
Preferentinl Policy framed for the specific sectoms. by the concerned
Minis.tr{:[}:ﬁmnumt within relevant Act of Parlinment or otherwise dont come
within the purview of these guidelines. However; the DPFE OM. Dmed 2171172007,
lays down that the concerned Ministry/Department may Illﬂﬂpfnﬂtﬂﬂ[ﬁr'
evolvefreview preferential policies for the sectors of their concern as per th
requirement. A copy of OFE's O.M dated 21/1 12007 1s enclosed for reference.

2 TheCommission hasdesired that if any Ministry/Deparument has evolved s
Purchase Preference Policy pursuant to the DPE Gundelines, the same miy be brought
to the notice of the Commission,

[ Shalini Darbari )
Director

Encl: Asabhove
All CVO'gof Ministries/ Departments




CHAPTER VI
PRICEPURCHASE PREFERENCE

12,  DPE/Guideline/V1/12

Review of Purchase Preference Polley for Products and Services of Central
Public Sector Enterprises (CPSEs) in view of the judgement of the Supreme
Court of India in the matter of M/s Caterpillar India Pvi. Lid. v/s Western
Coalfields Limited and Ors dated 18.5.2007 '

The undersigned is directed to refer to this Department's OM no. DPE. 135
(12)/2003-Fin. Vol. I dated 18-7-2005 regarding extension of Purchase Preference,
Policy far Products and Services of CPSEs for u further petiod of three years beyond|
3132005 with cenam modifications.

3 The Surpreme Court of India in its judgement in the ransferred Civil Petitions;
ol 2004 from the different High Courts in the matter of M/s Caterpillar Indis
Pvt. Limited v/s Western Coalficlds Limited and Ors, Observed that imposin
a condition like purchase preference no option Is left and a monopoly is being
created. Amy increase in the effectiveness of PSEs cannot he done on u uniform:
hasis without examinstion as to whether such protection is necessary for i
articular PSE. Further, it has to be examined on a case to casc basis as 10
whether any differentinl treatment is called for. There may not be any
competition 1ER iF 10% margin is allowed. It was alsp contended that the
preference should be given PSE speeific and the margm to be allowed should
be examined rationatly. Because of the substitution of the world 'may’ by ‘will’
there is essentially  reversal of the policy. While giving 1ts judgement, the
Supreme Courl olsy exprossed its views which inter-alia includes the
following :

a)  Industry-wise assessment to e done by the concerned Mimstries and m
case of cost effectiveness Is achieved by any PSEs there may not be any -
need forextending preference Lo such PSEs. Such examination should be
done on the line as to whether any preference is at all called for and the |
extent of margin of preference to be allowed, which would also ensure -
level playing field for athers. Further, while splitting the tenders, the
minimum quantity/amotnt should be so fixed as 10 ensure that it is-
rational and there is no element of uncertainty, In other words, there -
should not be any rigid/inflexible purchase preference policy without
examination as to whether such protection is necessary for a particular

o
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PSE;

k) Present practice of allowing uniform margin of 10% over the L-| idder,
as purchuse preference to CPSEs, has to be reviewed and margin should!
be fixed PSE specific by the concemed Miniatry on a rational basis;

¢) The overall impact of such preference to be allowed on foreign dircet
investment has also to be assessed/considered.

The Supreme Court through its judgement dated 18.5.2007 inter alia directed
that the exervise, os noted above shall be underiaken by the concerned Mimstry of the
Central Government within a period of 4 months from the date of the judgement.

3. Inview of the above mentioned judgement of the Supreme Court of India, the
Government again reviewed the Purchase Preference Policy for Products and
services of Central Public Sector Enterprises on 25,10.2007 and decided to
redterate its decision dated 30.6.2005 that the purchase preference policy will
be terminated with effect from 31.3.2008. The Government also decided tha
the preferential purchase policies framed for the specific sectors by the
concerned MimstniesDepartments. within relevant Act of Parliament of
otherwise do not came within the purview of this decision. The concerned
Ministry/Department may mdependently évolve/review preferential policies
for the sectors of theirconcem, a8 per thelr requinement

4 All the administrmtive Ministries Departments ar requested to tnke note of the
abiove mentioned decision of the Government and also bring it (o the notice of

the CPSEs under their administrative control for information and necessary
comphance.

(DPE OM No, DPE/13(15) / 2007-Fin dated 215t November 2007)




Sub:-

an nomination Basis by PSUs: These instructions have since been reviewed in the
Commission and the Commigsion is of the view that the Board of the PSU is not |
required (o scrutinize or post facto vet the setions of the uperational managers aniel
their decisiotis to award work on npomination basis

certnin measures to be follawed on works/purchase/consultancy contracts awarded "’

.

No. 005/CRD/19 (par)
Government of India
Central Vigilalnee Commission

L2 B

Satarkin Bhawan,
GO Complex, INA,
New Delhi- 110023

Dated, 19th May, 2010

OFFICE ORDER No. 19/05/16

Transparency in Works/Purchase/Cansultancy contraets awarded on
Nomination basis.

EEEhkEE

Cammission vide Circalar No. 15/05/06 dated (9052006 had prescribed

Therefore, the following amendment is being inade in sub-para (i) of Para 2 of
Commission's above clroular -

" All works awarded on nomination basis should be brought to the notice of the

Board of the respective PSUS for scrutiny and vetting post [acto” ||

Read as
* ATl works awarded on nomination basis should be brought (o the notice '

af the Board of the respective PSUs for information”

{Vineet Mathur)
Director
Al Chief Vigilunce Officers of CPSUS.
Copy o
(i}  AllSecretaries of Gove of India
(i)  AllCEOsHeads of Organizations

ﬂ@_
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No.DO3/VGLA
Govemnment of India
Centrul Vigilance Commussion

LT &+
Satarkta Bhawan, Block 'A’,
GPO Compilex, INA, New Delhi- |10 023
Dated the 14th July, 2009
IR : 09

Subject: Posting of details on sward of tenders/contracts on websites.

1 J

Ta

The Commission vide circulars dated 16.03.2005, 28.07,2005 and 18.04.2007
had directed all organisations to fmt on their web-sites 4 summary, every
month, containing details of all the contracts/purchases made above a
threshold value (to be fixed by the organisations) covering atleast 60% of the
value of the transactions every month to start with on a continuous basis.
CVOs were required to manitor the progress and ensure that the reguisite
detalls were pokted regulurly on respective webgites, pnd also o incorporate
comphiance status in their monthly report to the Commission.

Ona review of the status of implementation by the orgamsations, it is observed
that some organisations have not adhered 1o the instructions and implemented
the sume. Further, such information being posted on the websites are not being
regularl upd.nlui on i continuous basis by certmin organisations and, in some
cases, the information published is disjointed and not as per the prescrl
formai laid down by the Commission. It is also seen that a few organisabons
have placed such Information om restricted access through passwords W
registered  vendors/suppliers ete. which defeats the basic purpose of
increasing iransparency m administration.

The Commussion, therefore, while reiterating its aforementioned instructions
would direct all organisations/departments to strictly adhere and post
summary of details o Mnu‘aclsfrur:haﬁes awarded 50 as to cover 75% of the
vithue of the transactions without any further delay. Any failure on the pant of
the organisations on this sccount would be viewed scriously by the
Comimission.

All Chiel Vigilance Officers-should reflect the complinnce status in their
monthly reports to the Commission after personally venfying the same.

{Shalim Darbart)
Directir

All Secretaries of Ministrics/Departments
AlNCEOs /Heads of sations
All Chuef Vigilance Officers

o
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i the sals circuber | has smong other things, been staled “Ar posl (Ender begotiations could ofies B o
pource. of cormuption. il iv direcizd that there should be ne puat tender pegotimtuma wali 1L s
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Circulnr Mo TRO43010

Suhipeet: - Implmentsiion of e-tendeting solutions - checl faL

Guidulings ware preodibed in il office OM of aven mambie, il 17 08 2008
on ihe pbove-clisd subject, sdvising argansstions in tele dus carm b see sl
sMisciive sscurlty provisions ame made I the sysiem to present any msuss i
het bean ohsarved dunng securily sudh cared by CTEO tat e-procuement
solufions being weed by some of the organmsations lach ssourity ¢omiderstions
& éovmaged in the Commission's guideines dated 1700 2000 Same of ite
woncamings / deficlenties are of mpalitive nilum

A checs et to achiove secolily contidoratfions m e-Frocommen! sofubons o
enclosed for infoormathon Wandmfﬂmmzmdh
TgEemEnling o-dendenng sohufions 1o sddrexss tha saCurily relsled concente

o b

(V. Rurmachandien |
Creel Techmes! Examino

Al VO of MinisbssDepermenisFSUsBenkainumance Compamss)
Autonemous Orgensatona/SocstsaliTe




[ 8.N, SECURITY CONSIBERATIONS | Plomse Thok

i. | Whether the apilicalion s secure from making any lemporaly | Yes 0]
@istortion In the slecitonic posting of tender notice, just 1o |

misiead cortain ! _—
3. | if yes ot 2 above,| ANy Acmaie systems ale is [ Yen | Mo

Mddlnhﬁhﬂmmwﬂmhmmm|

in Mis regard?

o [ downloaded by bidders &ro complein In shops oe per he
approvmd fendear docurmenis inciuding ail ke comoendumT

4. | In there any check available \n the applicalion 1o detect & alert | Yas | Mo
sbout the missing pages o Ihe tenderer, IF any?

5. | Wheiher applicstion ensures that il the corngendum msusd by | Tas | Ho
e Competant Authorly are belng fTully communicated in
proper fashion lo all bigders including those who had siready
putctased | downloades the Bid decuments well shaad of (e |
dug dote & bafore upionding the comigendum?

|
5. | Whether appiication ensures that the iender Gooumants msued | Yos | ho i
[

% | Wimiher system m  safe from  sancing  dscrnmneiory | Yes | Mo
communication ta different bidders aboul the same e-andarning |
process?

T mmm:mnnmmwu Yea e
ﬂmﬂwmmnmmmufﬂpmlﬁhm|
Tendarn?

& | VWhather online Public Tender opening anis ieature oo | Yea | Mo
available in the application?

0. | Whather fachilles for evalustion | loading of bids, sticlly In | Yes | No
ternms of erilEs lakd dovn in Bld documents are gvataiis in ho |
applicaton? {

10, | Whalher sufficien| saleguards have been provied in the | Yea | Mo |
application fo deal with fallea atiempl biocking?

1. | Whether apphcabon is saim from submission of ke bis? Yor (Mo |

i2 | Whether encryptions of bids are done of clients and? [Ves "Ho

12, | Whelher salety agamal mmpenng ana steahng idormancne of  Tes | No

stbrmiied bid, during storags belore il opsning, b ensursd? i
14.| Whather application s safe from siphoning off and decrypting | Yas | Mo
the clandentine copy of a bid encrypted with Public key of !

15.| Whathar ap jon is sale from mufilaion | sabolage or | Yas
ciferwise rendering tha sncrypled bid in tha e-tenda7 box

tendat o officar? | ‘ 'E
during slorage, to make B unresadable / invaild in any form, |

vefore opening of the bide?

_———
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Wheiher miroduction of -special characters [ execulable fies | Yes

gic by users &me restnicied in the spplication¥

Mo
|

I,

Whather validity check of D50 & being dong @l sarver and/

Yes

' Na

TH.

Whether sysiem suppors fhe festre fal even though Il @ | Yen

published tender is being deleted from the application, system
doas not allow permanent dalefion of the publishad tendel from
the Dslabasa?

Mo

9.

Whether sufficient securtty’ features sre provided In the | Yes

application for sulhentication procedure of Ihe sysiem
administrator ke 1D, password digital signature, Dlometnc
aic?

Mo

Whether sudil Irafls ame being caplured n the application on
media not prone to tampenng, such as oplical wite once?

Yes

Mo

Whether log shipping feature B avalable, where @ separale
dedicated sarver recenves the logs from the applicaion over &
web sarvica In real lima?

Yas

Whather intagrity and non-tampering 15 ensured in maintaining
the server clock synchronisation & Ume stamping?

Yes

Whether application genarales any exceplion report / syslem
alerts @ic lo indicate tha resefting of the clock. In case 1he
application for time stamping is killed &1 he server laval and
time s manipuiated?

Whelher application ensures (hal the quoles hom vanous | |

bidders with thelr name are not beng displayed 1o any one
including lo the Organisation during camying oul of the &
revense process?

Yas

Yes

W w— g -y —

Whether fs M for usage complyig with the
requirements of lender processing viz Authenticily of tenderar,
non-repudighion and secrecy o mformation 11 the achusl
opening ol kenders.

Yes

Vhelher any comprehensive INird party audit [es per statulory
requirement end also as per the requirements of e-tendar
processing (compliance fo IT Act 2000)) was got conducted
bafore first putting 1t 1o public use?

Yas

Whalher application complies with the Commigsion’s
Guidelines dated 17.02.2009 on Secunty considerations for e-
procurement Systems.

Yea

No

N




No.010VGLI02S

Satarkta Bhawan, GPO Complex
INA, New Delh
Dated 23 June, 2010

Clrtutar No. 23/06/010

Sub; Leveraging of T for ] ince administration in the National
- chnology for mproving ilance Jion

The Commission obssrves thal e-procurement soltware, secunty and
implementation is @ new area and needs improvement. E-procurement provides 3
platform for the collaborative procurement of goods, works and sarvices using electronic
meihods al every stage of the procuremen| process. The a-proourement plitform
tansack confidental procurement dale and is exposed to several securily threals.
Department of Information Technology could be best placed o address lssuss relating
lo e-procurament. In order to ensure proper securily of the s-procurement system ail

Departments/Organzations are advised to get their system certified by Eenanmnln{
Infemmation Technology.
9< ps} ':’t"“
(Shalini Darbarl)
Directar

To,

All Secretaries of Depits / Minietries.
ANl CMD's [ Chief Executives of CPSUs / Banks / Insurance Companies ete.
All Chief Vigilance Officers
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No.0VERDINS [lo320%
Ceniral Vigilance Commisasion

Batarkia Bhawan_ GPO Comelax
A, Hew Dol
Dated 28" Suplember. 2010

Clireular Mo, 1

Sub: Guidelines for checking detay in grant of sanction for prosecution —reg.

Aftention & invited to Deparimeni of Personnel & Trainmg's  Ofhee Memorandum
No 36333/2008-AVO-Ill dsted 06/11/2008 and daled 200122006 sna Commissioh's
Circular No.22/06/10 dated 23/08/2010 regarding guidelines for checking delay in grant
of sanction for prosecution. I has been prescribed that Ministriea/Deppits (Orgns. are
required to formulate thelr lentalive views within three weeks of mceipt of CAl's
requesls seaking sanclion for proseculion and seek the advice of Ine Commission

2 It had comse (o the notice of the Commissian Ihat the provisions of the DoPT
citcular refarred above, are not striolly adhered to. It is herelome, decided that in case
Ihe Commission does nol retaive communication/comments on GBI repod.  from ihe
compatent aulliority wilhin 3 weeks, the Commission would sue maoto tander its advice
Any communication/comments received from competant authority alter throe weeks bul
belora 31 days will be ehtertained by the Commission as a reconsideration iequest ang
CVC within & fortnlahl.  sfter consulfing expens, will tender As sdvice.  Any
communicationfcomments recewvad from lhe competen! aulhorily sfter 31 days o
recaipl of CBI's repon will not bie entertained by the Commission and will be sent Io

DaPT fat a linal gecluion
L-l LL-

_— WVinest Mathur)
Clipwciion

To

All Secretanes of 8l Mirstries/Depantiments of Govl of India

Al CMOs/CEOs of all PSEs/PSBs/Financial instiutions! Autcoomous Orgs
All CVOs

CHi
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F Mo. 010/VGLIOGE
Cantral vigilnnoe commission

Satarkata Bhawan,

Block A, GPOD Complex,
iNA, New Daihl - 110023
Calsd &F =10 ~dai

" oMo

Subject: Design Mix Concrete

During Inspection of works of many organsations, il has been obseved thal
provisions of 1S 458:2000 are neither being fullowed for designing the concrats mix
nor for acceptance criterta. Instances of acceplance of concrate on basis of falss
ceriification and without actually tosting the cubes for 28 days stranglh have also
been cbserved. Tha foliowing deficiencies are broughl to Ihe notice of afl
organisations for immediste comective action:

1 Minimum cement content, maximum water cement ratio and minimum
mﬂmwufmdﬂn:ﬂmmmnmmﬂmﬂwlm
details given in Table 5 of above code,

2 valus of standard deviation ia not being established on the basis of resulls
of 30 samples as provided in Table 11 of the above code even for works
whaore more than 30 samples have been mstad.

3 For sccaptance critera mean of a group of 4 non overlapping consaoulive
test resulls is not being calcutated.

4 The samples where individual variations are more than 3 16% ol average
of three specimens ate nol dectared invalid as per the provisions of clause
15.4 of tha Coda.

5  The concrele is being declared meeling ne acceptance crifena which
not in conformity of codal provisions

Most of the organisalions are not even sware abuul the amendment No. 3 of
2007 modifying clause 15.1.1 of IS 456:2000. Al arganisations are directed o
ensure thal provisions of IS 456:2000 read with amendment No. 3 shoukl ke
faflowed for camenl concreie and réinforced cemanl concrete.  Non
compliance of tha provisions shall be viswed sariously.

Chiaf Technlcal Examiner




Initiatives taken by the
Commission (CVC)




National Anticorruption Strategy

The Central Vigilimee Commission has taken the mitiative of formulating a
National Anticormuption Strategy which would serve a5 4 concerted and
coordinated approach to lighting corruption in India. The strategy recognizes
that corruption cammot be reduced by mere governmental action unless the
citizens and private business entities refrain from indulging in corrup
practices. Corruption is a form of human behaviour which 1s reflective of the
deeline in professional ethics and social values. Anticorption efforts over
the lnst five decades were langely focussed on the demand side of cormuption
ignoring the equally culpable supply side. The proposed sttegy therefore
prescribes 4 participative and holistic approach to address corruption from all
sides. The drafl stmtegy hias been forwarded (o the government and all other
stukeholders for their comments and supgestions.  After obtaining the
responise und endorsement of the stakeholders, the final strategy would be
recammended foradaption.

Levernging Technology to Prevent Corruption

Corruption in the delivery of public services occurs due (o the exercise of
discretionary powers aind the need for the citizens to approach public officials.
Therefore the use of technology and e-governance 1o minimize discretion and
tumam intervention is the most effective mesns of preventing comuption in the
delivery of public services which effects the ondinary citizens the most. The
Commission hud therefore adopted the strategy of “Leveraging Technology 1o
Prevent Corruption” since 2004, whersin organizations are persuaded to adop
e-governance measures and computerize on priority all those activities which
ure vulnerable 10 cormuption. The progress of various organizations in this
regard has not been very assuring.  The commission proposes (o recommend
10 the government o adopt a mission mode approach towands compuierzng
all delivery of public services.

Integrity in Public procurement

Public procurement being the government activity moest vulnerable to
corruption, has been o priority concem of the commission.  The commission
has adopted the followmg messures to mitigate comuption m pubhc
procurement:

o, Issuing guidelines to promote integrity in public procurement.

b.  Persuading organizations 1w adopt e-procurement,

¢.  Since 2007, Commission has been promoting the concept of Imegrity
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Pact developed by the Transparency [nternational. It involves the signig
of @ pact between the procuring organization and the bidders that they
‘will not indulge in cormupt practices in the tendering, award and ihg
execution of the contract. Only those bididers who sign the pact cay
participate in the hlddmg rocess. An independent extemal monitor |
nominated by the commission to monitor the adherence to the pact by tig
two sides, More than 50 orgimizations incloding the ministrips
conducting major procurements have adopted the Integrity Pact so e
and the experience has been satisfactory,

Awareness Campaign

The Commission has initiated a project 10 create awarencss and educate the!
public on unti-corruption. The aim is to reduce people’s lolerance for!
corruption and reduce itz social ncceprability. Media agencies sre bemg
engaged 1o creale the campaign in the electromc and print media besides:
various outresch nctivities. The campaign is slated to start from January, 2011,

Provision for Whistle Blowers

The provision for whistle blowers and themr protection is already in place since.
2004 under the Public Interest Disclosure & Protection of Informers™
Resolution (PIDMR) wherein CVU is the designated authorty to handle the

“whistle blower complamts™ and provide protection to the “whistle blowers™,
Commission has been paying especial attention (0 complaints received under
this Resolution 1o investigate them in a time bound manner with due protection
to the complainanty, A bill hag been initiated in the Parliament Lo convert the
Resolution into an Act which wonld further empower the CVC in protecting
thie whistleblowers.

Lmproving the Standard of Vigilance Work

To make the work of vigilance more objective and gcientific the Commission
is developing and adopting various standards (o regulate  vigilance
investigations and reporting. While the reporting standard was adopted in
August, 2009, a standard procedure for conduct of vigilance investigmion has
been developed and would beadopted shortly.

Computerization of Commission’s Work

A project for workow automation and 1T enabling of the functioning of the
Commission has been completed an 31+ Augost, 2010 and 1s in the process of
full roll out.  The project is targeted to be fully operational by November,
2010, This would enhance the efficiency of the Commission in handling




complaints and processing of investigation repors.
8. Modern Preventive Vigilance Framework

Anti-cormaption efforts consist of a two pronged approach — punitive and
preventive. While the vigilance efforts so far were largely punitive and
reactive, Commission is now focusing on prevention which s a more efficient
and effective means of checking corruption. Much of the prevailing
preventive vigilance practices were developed in the 1970s which need to be
reviewed in the present day context, A new preventive vigiiance framework 15
being developed by the Commission which mims at aligning the vigilunce
work with the modern diy approach of nsk mumagement and corparute
governance. Standing Conference OF Public Enterprise (SCOPE) has been
assigned the task of developing a new framework on pilot basis.

9, Internntional Cooperation

The Commussion gives duc importance 1o micmational cooperation in anti-

carruption which alsa helps in exchange of best global practices as well as

capacity tuilding of the personnel involved in anti-cormuption work. The

important developments pertaining to intemational coopemtion are listed

helow:

&  Though Indin had signed the United Nations Conveniion aguinsi
Corruption in 2003, it has not been rutified till date. The CVC had
recommended the ratification of the Convention.

b, As a result of the interaction between (he Commission and the Anti-
Corruption Division of the Organization for Economic Cooperation and
Development (OECD), India has been granted the *Observer” statusan
the Anti-Bribery Working Group of OECD. The Commission is m the
processof sudying the implications of the Convention for India,

¢.  The Cemral Vigilance Commissioner of India has been a member of the
Executive Board of Intemational Associstien of Anti Corruption
Apencies (IAACA) since 2007,

d.  The antu-corruption commissions of various countries and muliilaternl
anti-corruption bodies have shown keen interest m the working of the
Commission
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Case-1

Investigations were carried out by Vigllunes i one of the Construction
projects. The aspeet of check was interpretation of clause 36.00 of General
Conditions of Contract {(GCC), regarding Prnice Adjustment.

As perclause 36,00 of General Conditions of Contract (GCC), regarding Price
Adjustment, the base date for indices for price adjustment was 01-04-1996,
The Consumer Price Index for “Labour™ and Wholesale Price Index of all
commodities for “Material” are published by concemed ministries on
manthly/weekly basis and are valid for all diys m monthiweek. Clause further
specified base date index as on 01-04-1996 for WP 1o be taken, as published
in monthly bulletin issued by GOI, mdicatng use of monthly indices for
calculations. This was also a general practice being followed in other contructs
also m THDCIL to use monthly index of comesponding meonth for base date

For calenlatimg price adjustments base price index for "Labour™ as on
(11,04 1996 was calculated by taking average of CPI for the months of March
1996 & April 1996 and hase price index for “Materinl™ was calculaled by
Giking average of WPI for the weeks ending 30031996 and 06,04 1996,
Wherens, CP1.& WPI for the month of Apnil 1996, should have been taken as
base price indices. as being applicable indices as on 01-04-1996, as per the
provistons of Contract Agreement.

Hase price index for Labour and material as on 01-04-1996 were 324 and
302,80 respectively, (CPl & WPI for April 1996), which were higher than the
caleulated bease price index of 321.5 for Lubar and 299.53 fur Material. This
wiemng interpretation of calculating base price indices resulted In excess
puyments of more than Rs ¥ crores to contmetor.

s by wrong mterpretation of the clause No. 36.00 of General Condition of
Contract related with pnce adjustment, a loss of Rs 8 or was caused w
THDCIL.

This discrepancy was pointed out by internal auditors during execution well
before finul payments were made 10 contractor, While making the final
payment there was possibility of mecovery of this excess payment from
contractor by taking recourse relevant clauses of agreement Officials
involved in the decision making exercise of final payment also failed w0
recover excess payment from contractor agninst relevant clauses.

Issues related with System Emprovement- WPl s being published on
weekly as well as monthly basis. Itis suggested for working out price index an
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base date either the week or month ol the base indices (WPI & CPI) or value of
base indices should be clearly indicated in the Tender document’ Contract
Agreement, There 15 atso need for penodic review of provisions of GCC with
fast changimg world of rules & regnlation. A suitable mechanism needs to be

instituted in this regard.

Case-2

In one of the cases reluted with Execution of construction work, it was
observed that the work has been awarded on higher rates than estimated rates
with the explanation that the nature of work was very urgent. But looking at the
whole process from planning to execution, it was observed that the work of
three months completion periods, the finalization tender itself took about six
months penod. Contractor could complete anly 15% of work within stipulated
three months, Time extension hus also been granted to the contractor without
liguidated damages. The coniraclor does not mobilized required costly
mischineries on site as mentioned in contract agreement,

Case-3

In one case related 10 Execunon of work, the Insurance clause siates as
follows;

“The goods supplied under the contract shall be graperly and fully insured By
the comtrictor of the comtract against loss or damages ieldental fo
manufactue or aeguisition, infand transportation upto profect site. Storage &
hanelling o project site and erection, esting & commisyioning and upto taking
over by the Chaner. ™

As per cluuse, expected applicability of policy s for the entire peniod of the
contract as the clause further states as follow:

" The inswrance policy shall be taken for the period of the contract. The
insuramce. poltcy remain with the contractor for further operation. The
contritetor shall be responstble for preferring and handling oll claims il
settlement with insurance companmy. ™

The provision of clause ure ambiguous as the contractot I8 likely to take
insurance policy for goods, after its purchase/placing of order for the same.
Therefore. covermg of the product with msurance policy from date of issue of
letter of acceptance to contractor by THDCIL(i.¢. award of contract) to actual
procurement of mu-du:t by contractor would be 1r|uk}r issue and have huge
financial repercussions if the cost of product is high. Recoveries of
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‘approximately Rs 8 lacks from contractor were made in this case afler CTEQs

! intensive examination.
I‘:'é': 40 Case-d
During the intensive examination of'a work, the CTE s Organization observed
that several conditions were kept in the contract agreement, but all of them
were not being complied ut site. No action was taken against the contractor by
Wils exeeutives for non complisnce of these contract conditions. Some of the
‘rates discrepancies nonced are as follows:
::I:E i) Asper provisions of the contract, the contractor was supposed (o
Lt ke establish an indoor ward and to mainh:unt nn_uml:m]np::ﬂ room with
abed ambulance which had not been provided/maintained at site of work,
itherut i) Asper provisions af the contact, the contractor was supposed 1o assign an
postly expericnced engineer lo site of work as full time Quality Control Officer,
The same was emploved by the contractor on 23,09 2005 instead of
SLOB2002 fie. date of physical start of work). Also the said engineer
could not produce any document’ record of having done the quality
les as control work. All the tests etc, required at site had been canducted by
THDC stafl only. This shows that deployment of Quality Control Officer
reel hy was only on records.
tal o i) As per provisions of contract, first quality control should have taken
age & place at the cement factory for which the contravtor should have posted
daakirg one of his officials at the factory to Tl 1l the requirement of contract, but
the same exercise was not done.
of the ) Labour license had not been obinined by the contractor as abserved at the
time of inspettion,
t. The Non-compliance of provisions stipuluted in agreement and insensitivity  of
n. The field officials 1owards vital agreement conditions hus been viewed with
s 4l concern.  Conditions  of contract should  be judiciously framed  at the
planning/ pre-tendering stage, but once the conditions have been  published
lo tile ta prospective idders and subsequently made part of contmet agreement,
Lasin these should be religiously complied with. Field excoutives should ensire
;ssulr of compliance as well as documentation m support of complisnce of conditions
= of contract, For every contract, executives/officers should have proper
e huge mechanism for documentation and cheek list for compliance of Vital contract

sgrecment provisions (including GCC and special condition).
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Wiealth withont work
?)fm.m#ﬂ without consclence

Knowledge withont charactes
Commerce without Hl‘ﬂl‘ﬂl‘fffl!
Science withont humility
Povship withont sacrifice
';‘)ﬂﬂﬁc.i without principle



