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INTRODUCTION

I, the Chairman, Committee on Public Accounts, having been authorised
by the Committee to present this Report on their behalf, present the Forty
Third Report on paragraphs relating to Public Works Department contained in
the Report of the Comptroller and Auditor General of India for the year ended
31st March 2001 (Civil)

The Report of the Comptroller and Auditor General of India for the year
ended 31st March 2001 (Civil) was laid on the Table of the House on March
15, 2002.

The Committee considered and finalised this Report at the meeting held
on Septemeber 10, 2007.

The Committee place on record their appreciation of the assistance
rendered to them by the Accountant General in the examination of the Audit
Report.

ARYADAN MUHAMMED,

Thiruvananthapuram, Chairman,
17th September, 2007. Committee on Public Accounts.



REPORT
PUBLIC WORKS DEPARTMENT
AuDIT PARAGRAPH
Extra expenditure due to delay in acceptance of cheaper offer

In October 1995, Superintending Engineer (SE), Buildings and Local Works
Circle, Kozhikode invited offers from seven pre-qualified tenderers for
construction of buildings for the Industrial Training Institute, Kasaragod at an
estimated cost of Rs. 2.20 crore. Of the four bids received, the lowest offer was
for Rs. 3.36 crore at 89 per cent above estimate rates. Chief Engineer,
Buildings and Local Works recommended (December 1995) the lowest offer for
acceptance. The Government Tender Committee (GTC), however, recommended
(January 1996) the acceptance of the tender with a reduced tender premium of
80 per cent on the hope that the reduced rate would be acceptable to the
contractor inspite of his expressed unwillingness thereto. Government accepted
the recommendation of the GTC in February 1996. However, the tenderer
backed out (February 1996) expressing his unwillingness to take up the work at
the reduced rate of 80 per cent.

The SE retendered the work only in December 1996 and awarded
(February 1997) the work to another contractor for a contract amount of Rs.
3.71 crore, being 47.90 per cent above revised estimate rates
(based on July 1996 SOR"). The work was in progress as of January 2001.
Delayed retendering resulted in extra expenditure of Rs. 34.45 lakh.

Government stated (September 2000) that the Tender Committee was
guided by past experience when the contractors had accepted reduced tender
premium recommended by it and that tenderers were not consulted while taking
decision on tenders.

The matter was referred to the Chief Engineer, Buildings and Local Works
in November 2000 and to the Principal Secretary to the Government, Public
Works Department (April 2001). Replies have not been received
(October 2001).

[Paragraph 4.7—contained in the Report of the Comptroller & Auditor
General of India for the year ended 31 March 2001 (Civil)]

Note furnished by the government on the above audit paragraph is included
in Appendix Il.

The witness informed that the work for constructing the building for ITI
Kasaragod had to be retendered as the tenderer was not ready to take up the
* Schedules of Rates

1179/2007.
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work at the reduced rate of 80% above estimate. The department incurred an
additional expenditure of Rs. 34.45 lakhs as the work had to be rearranged. The
Committee opined that if the department had accepted the first tender at 89%
above estimate the additional expenditure of Rs. 34 lakhs could have been
avoided.

2. When the Committee enquired about the system followed by the
Tender Committee, the witness informed that once the tender was rejected the
tenderer would not be called for negotiation. The department would have to go
for retendering. Here there was schedule revision also. The witness, Secretary,
Public Works Department informed that according to Public Works Department
Code and Manual, Schedule of Rate had to be revised every year. Change in
Schedule of Rates (SOR) reflects in the estimate also. While revising the
Schedule of Rates various aspects like mechanisation, labour cost etc were taken
into account.

3. If a contractor does the work using machinery instead of manual
labour, the working cost would be lower and he would be able to quote less
amount in tender. The Committee asked the witness to explore the feasibility of
preparing two types of data and schedule of rates, one based on manual labour
and the other on mechanised work. The Chief Engineer, PWD (Building and
Administration) informed the Committee that data based on mechanised work
might be prepared in cases where there was considerable quantity of earth work.
The Secretary, Public Works Department assured the Committee that the
recommendation of the Committee would be considered at the time of Revision
of Schedule. The Committee called the attention of the witness to the Audit
finding that the retender of the work was at about the same time as that of
revision of rates. The witness, Secretary, PWD informed that SOR was revised
when price of materials went up and the revision was known to all. He added
that a contractor or engineer who prepared estimates taking into account the
revision of rates would have a realistic estimate.

4. The Committee enquired whether revision of SOR took place regularly
or whether there was delay. The witness informed that the SOR of 2005 sent to
the Department of Finance has not been returned so far. The procedure
normally took more than 1 year.

5. The Committee then pointed out that there was a delay of 10 months in
retendering the work which had led to the incurring of excess expenditure in the
case. The issue could have been averted had the tendering of the work been
done after the revision of rates. The witness submitted that escalation in rates
should be provided in the contract according to the whole sale price index in
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order to overcome such issues. The Committee pointed out that there should
also be provision for making payment of the bill once the work was completed.

Conclusions/ Recommendations

6. The Committee observes that the decision to reject the first tender and
the subsequent delay in retendering the work after revising the estimate on the
basis of 1996 Schedule of Rates (SOR) has resulted in an extra expenditure of
Rs. 34.45 lakhs. It is significant that the retendering was done after the
revision of SOR. The Committee requires clarification on the following points.

1. Whether the contractor who got the contract in the retender was
the same person whose bid was accepted earlier.

2. Whether the department has conducted any enquiry into the
reasons that had led to the delay in retendering.

3. Whether responsibility has been fixed for the additional expenditure
incurred.

7. The Committee notices that revision of SOR does not take place
promptly as laid down in the PWD Code. Pointing out the need for annual
revision of SOR, the Committee directs both the Public Works and Finance
Departments to take necessary steps for the purpose so as to avoid issues like
revision of estimates and delay in tendering. The Committee also requires the
Public Works Department to explore the feasibility of preparing two types of
data and SOR—one based on manual labour and the other on mechanised work
as contractors are using both machinery and manual labour. The Committee
also recommends provision for making prompt payment of bills once the work
is completed.

AuUDIT PARAGRAPH
Extra expenditure due to delay in approval of the revised estimate

In May 1991, Superintending Engineer (SE), Buildings and Local Works,
Kozhikode awarded construction of a building for Government Ganapath High
School, Feroke in Kozhikode District at a contract amount of Rs. 46.86 lakh
stipulating the date of completion as June 1993. When work was commenced in
January 1992, architectural plan of the building was modified by SE to provide
more accommodation as the high school was upgraded (1990-91) into a
Vocational Higher Secondary School. After completing the entire structural
portion of the building at a cost of Rs. 74.83 lakh as per the revised plan, the
contractor stopped the work in June 1995 as payments due to him were withheld
for want of revised administrative sanction. Chief Engineer, Buildings and Local
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works moved (July 1996) Government for revised administrative sanction to the
work. Government accorded sanction only in March 1998 for Rs 79 lakh.
Payments were released to the contractor in March 2000.

The contractor expressed (October 1998) his unwillingness to carry out the
balance works” in view of the increase in cost of materials and labour and
demanded relief from the contractual obligations. Based on Government
Arbitration Committee’s recommendations (May 1999) Government closed the
contract in August 1999 without risk and cost to the contractor. The value of
the items of work left incomplete by the original contractor was assessed by EE
at Rs 19.58 lakh. SE arranged execution of the balance works in December
1999 for Rs 47.90 lakh which were completed in January 2001.

Scrutiny revealed that though the contract was awarded in May 1991 and
the contractor commenced execution of work as per modified plan, revised
estimate to suit the modified plan was prepared by SE only in December 1995.
SE took six months to seek revised Administrative sanction, which was accorded
by Government after a delay of 20 months. SE took another 5 months to
arrange execution of the balance works. Thus, construction of the school
building started in January 1992 was completed after 9 years with cost overrun
of Rs 27.60 lakh.

The matter was referred to Government in April 2001; reply has not been
received (October 2001).

[Paragraph 4.8—contained in the Report of the C&AG of India for the year
ended 31 March 2001 (Civil)]

Note furnished by Government on the above audit paragraph is included
in Appendix Il

8. The witness admitted that there had been delay in sanctioning the
revised estimate for the construction of the school building. Though the revised
estimate was sent for approval in 7/96, it was approved only in 3/98. The
Committee pointed out that it took more than 2 years just for getting sanction.
It took 9 years for completing the work. The Committee required the
Department to examine the reason for the delay. The witness admitted that the
tendering and starting of the work involve a lot of procedural formalities to be
observed which normally caused much delay in the execution of work.
Moreover whenever a revision in the estimate of the work happen, the procedure
become more complex to be dealt with consuming too much time and hence the
delay in the tendering process. The witness, Secretary, Public Works Department
assured to look into the matter and examine the reason for the delay. The

* Included sunshades, parapet walls, plastering, flooring, providing doors and windows and other
finishing works.
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Committee could understand that there was budget provision for the work while
A.S was issued. The Committee, therefore, requested the Secretary, Public
Works Department to inform the reason for the delay in construction.

Conclusion/Recommendation

9. The Committee notes that there was delay at various stages in the
construction of the building even though there was budget provision for the
work. Delay on the part of the Superintending Engineer in preparing revised
estimate and in seeking administrative sanction from the Government for the
work and the delay on the part of Government in according sanction have all
adversely affected the timely completion of the building, resulting in an
additional expenditure of Rs 27.60 lakh from the public exchequer.

10. The departmental version of the complexity of the procedure that had
led to the delay in the work is not acceptable to the Committee as the
procedure for tendering and for revising the estimate are the same for all
departmental works. The Committee remarks that the department seems not
much serious about it and consider such delays as routine and displays a
lackadaisical attitude towards solving the issue. If the department genuinely
considers the procedure as time consuming, the relevant rules should be
revised and the procedure be simplified. The Committee points out that though
the department had assured to examine the reason for the delay it has failed to
furnish any report in this regard. The Committee considers this lapse
seriously and directs the department to furnish the report without further
delay.

AuDIT PARAGRAPH
Unjustified extra expenditure due to marble flooring

In March 1998, Superintending Engineer (SE), Buildings and Local Works,
Thiruvananthapuram awarded construction of a building for the examination wing
of the Directorate of Technical Education at Thiruvananthapuram for an agreed
contract amount of Rs 1.35 crore. The sanctioned estimate of the work
provided for flooring of the building with cement mortar at an estimated cost of
Rs 2.18" lakh. In November 1999, SE executed a supplemental agreement with
the contractor, which inter alia, substituted cement concrete with mosaic and
marble adenga for flooring at an estimated cost of Rs. 43.92 lakh™ (more than 20
times of the original estimated cost of Rs 2.18 lakh). There was no specific
request of the user department for change of specifications. Sanction from
higher authorities was also not obtained by SE for the change of specification
and the revised estimate. The change in flooring entailed an estimated
additional financial liability of Rs 41.74 lakh. The flooring work of the building
was in progress as of May 2001.

* Inclusive of tender premium of 75 per cent
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Provision in Kerala Financial Code prohibit extravagance in spending
Government money and therefore departmental officers are expected to avoid all
ostentations in office buildings. Substitution by marble flooring for cement floor
for an ordinary office building at heavy cost and subsequent to award of the
work was irregular and unjustified. Such post contractual changes involving 19.15
per cent of the original tendered amount vitiated the sanctity of the tender and
deprived the department of the opportunity of getting better competitive rates.

The above matter was referred to the Chief Engineer, Buildings and Local
works in March 2001 and to the Secretary to the Government in July 2001.
Replies have not been received (October 2001).

[Paragraph 4.11—contained in the Report of the C&AG of India for the
year ended 31 March 2001 (Civil)]

Note furnished by Government on the above audit paragraph is included in
Appendix Il

11. The Committee observed that the main issue was that the work was
executed without proper administrative sanction from the authority. Replying to
the query whether the officers responsible for the lapse were still in service, the
witness Chief Engineer (Buildings & Administration) informed that all the
Superintending Engineers involved in the case had retired from service. The
Committee required the department to look into the issue and to furnish a report
to the Committee.

Conclusions/Recommendations

12. The Committee understands that the supplemental agreement for
substituting cement concrete with mosaic & marble flooring with the
contractor made without proper sanction from the authorities or without any
specific request from the user department, is against the provisions in Kerala
Financial Code and hence ultravires. If marble flooring was absolutely
necessary it should have been anticipated while preparing the estimate itself. It
is clear that the procedure laid down in the PWD Manual was ostensibly
disregarded while executing the work. The Committee is not satisfied with the
reply that all the officers responsible for the issue had already retired from
service. The Committee expresses its displeasure at the failure on the part of
the department in furnishing the report on the issue, even after its instructions
to do so. The Committee therefore directs the department to furnish the report
containing the required details within a month.



AuDIT PARAGRAPH
Unjustified acceptance of a contract at higher rate

In response to the tender call (February 1996) by Superintending Engineer
(SE), Buildings and Local Works Circle, Thrissur for construction of 350 bedded
ward for Ayurveda College Hospital at Thripunithura nine bids were received.
The lowest offer quoted was 32 per cent above estimate rate. The lowest
bidder, claimed in a separate letter dated 8 January 1997 (the last date for
receipt of tenders) that his quoted rate of 32 per cent was subject to the
conditions that the department should ensure timely supply of cement and steel
required for the work and payment of bills within 15 days of their submission.
He informed SE that his quoted rate should be reckoned as 42 per cent, if these
two conditions were not accepted by the department. Government Tender
Committee (GTC) recommended (March 1997) acceptance of the lowest offer at
42 per cent for an agreed amount of Rs 7.39 crore on the plea that fulfilling the
conditions was not possible. Government accepted (May1997) the GTC
recommendations. The work was awarded to the contractor in September 1997,
stipulating the date of completion in March 2000. Till March 2001, Rs 4.23
crore was paid to the contractor.

Conditions in the Notice Inviting Tenders (NIT) permit the tenderers to
quote only a single rate in the tender, in the form of an overall percentage over
departmental rate. These conditions further stipulate that the rate so indicated in
the quoted sheet of the tender shall not be varied under any circumstances.
Hence, contractor’s letter of 8 January 1997 to SE enhancing his originally
quoted rate in the event of non-acceptance of a set of conditions specified in the
same letter, prima facie violated the tender conditions.

However, instead of acting as per rules, the contractor was irregularly
allowed unjustified extra premium of Rs 37.99 lakh. The possibility of
malpractice in this case cannot be ruled out. The matter calls for investigation.

The matter was referred to the Chief Engineer, Buildings and Local Works
in January 2001 and to the Principal Secretary to Government, Public Works
Department in July 2001. Replies have not been received (October 2001).

[Paragraph 4.12—contained in the Report of the C&AG of India for the
year ended 31 March 2001 (Civil)]

Note furnished by Government on the above audit paragraph is included in
Appendix 11
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13. The witness explained that the contractor who had quoted the lowest
rate of 32% above estimate rate had demanded separately that his rate be raised
to 42% in case the department failed to ensure timely supply of materials and
payment of bills within 15 days of its submission. Due to various reasons it
was clear that Government would not be able to fulfill the conditions. Hence it
was decided by the Tender Committee to approve the bid at the rate of 42%
above estimate. The second lowest bid was at the rate of 47% above estimate.
It was admitted that there was stipulation in the manual that tenders with
conditions should not be accepted.

14. When enquired about the total cost of the work and also whether the
work was completed in time, the witness informed that it was completed in
December 2005 at a total cost of Rs. 9 crores. Pointing out that the work
estimated at Rs. 7.39 crores and expected to be completed in 2000 was dragged
on till 2005, incurring an expenditure of Rs. 9 crores, the additional expenditure
being 2 crores, the Committee enquired the reason for the increase in
expenditure. The witness replied that all the rates in the tender had been revised
as per the increased Schedule of rates.

Conclusions/Recommendations

15. The Committee observes that the department had agreed to the
conditions set forth by the contractor and accepted his tender bid at 42% above
estimate flouting the stipulations in the PWD Manual that bids with conditions
should not be accepted. The contractor failed to complete the work in time even
though his demands were accepted. The revision of rates brought about during
this period led to an additional expenditure of Rs 2 crores from the public
exchequer. The Committee cannot understand why the department agreed to
provide the revised rates to the contractor when there was no justification for
delay in the work. The Committee requires the department to conduct a
detailed enquiry into the issue and to submit the enquiry report to the
Committee within 3 months.

AUDIT PARAGRAPH
A hospital for women and children lying unused for five years

Construction work of a building for Women and Children Hospital at
Palakkad taken up in December 1992 at a cost of Rs 73.58 lakh, for completion
by December 1994 was stopped at an advanced stage by the contractor in March
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1996 due to non-supply of materials and non-payment of bills by the department.
Chief Engineer, Buildings and Local Works stated (January 1999) that progress of
the work was slow for want of funds. It was noticed that no funds for this
work were provided from 1996-97 onwards. Government Arbitration Committee
recommended (January 1999) termination of the contract without risk and cost
and Superintending Engineer, Buildings and Local Works, North Circle,
Kozhikode closed the contract in September 1999. The balance works™ had not
yet started as of September 2001. Expenditure on the incomplete building was
Rs. 89.36 lakh (as of May 1999). A revised estimate for Rs. 1.92 crore submitted
to Government in December 1999 by Chief Engineer was pending for approval as
of January 2001.

Thus, the hospital building almost completed at a cost of Rs. 89.36 lakh
was lying unused for 5 years for failure to arrange required funds. The
completion of the work was uncertain as the work was not resumed even 5
years after it was left incomplete.

The matter was referred to the Chief Engineer, Buildings and Local Works
in November 2000 and to the Principal Secretary to the Government in July
2001. Replies have not been received (October 2001).

[Paragraph 4.13—contained in the Report of the C&AG of India for the
year ended 31 March 2001 (Civil)]

Note furnished by Government on the above audit paragraph is included in
Appendix Il

16. The witness informed that the delay in work was due to paucity of
funds. The balance work has been completed with the MPLAD Fund and the
building was completed on 23-5-2002. There was no budget provision when the
work was awarded. Usually Administrative Sanction would not be given for a
work if there was no budget provision. Replying to the query about the
provision of budget support, the witness clarified that if there was budget
provision of Rs. 20 crores for a work in a particular year administrative sanction
would be given for a maximum amount of Rs. 30 crores in that year.

Conclusions/Recommendations

17. The Committee learns that when the work for the construction of the
hospital building was awarded there was no budget provision and that no fund
was available from 1996 onwards. In accepting the explanation that the work

* Included plastering, flooring, sanitary, water supply, electrification etc.,
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was delayed due to lack of funds, the Committee expresses its desire to know
about the department’s effort to make available necessary funds for the work.
The Committee enquires whether the department had projected the expenditure
for the work in the budget estimate for 1996-97 and onwards. The Committee
also enquires whether any correspondence was there with the Finance
Department regarding the issue. The Committee also requires the department to
furnish information regarding the total amount spent for the work of the
construction of the hospital building.

ARYADAN MUHAMMED,
Thiruvananthapuram, Chairman,
17th September, 2007. Committee on Public Accounts.
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SUMMARY OF MAIN CONCLUSIONS/RECOMMENDATIONS

Sl.
No.

Para
No.

Department
Concerned

Conclusions/Recommendations

(1)

@)

©)

(O]

1

6

7

Public Works
Department

Public Works ,
Finance

The Committee observes that the decision to
reject the first tender and the subsequent delay in
retendering the work after revising the estimate
on the basis of 1996 Schedule of Rates (SOR)
has resulted in an extra expenditure of Rs. 34.45
lakhs. It is significant that the retendering was
done after the revision of SOR. The Committee
requires clarification on the following points:

1.Whether the contractor who got the
contract in the retender was the same person
whose bid was accepted earlier.

2. Whether the department has conducted
any enquiry into the reasons that had led to the
delay in retendering.

3. Whether responsibility has been fixed for
the additional expenditure incurred.

The Committee notices that revision of SOR does
not take place promptly as laid down in the PWD
Code. Pointing out the need for annual revision
of SOR, the Committee directs both the Public
Works and Finance Departments to take necessary
steps for the purpose so as to avoid issues like
revision of estimates and delay in tendering. The
Committee also requires the Public Works
Department to explore the feasibility of preparing
two types of data and SOR—one based on
manual labour and the other on mechanised work
as contractors are using both machinery and
manual labour. The Committee also recommends
provision for making prompt payment of bills
once the work is completed.
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(1)

@

)

@

9

10

12

Public
Works

The Committee notes that there was delay at
various stages in the construction of the building
even though there was budget provision for the
work. Delay on the part of the Superintending
Engineer in preparing revised estimate and in
seeking administrative sanction from the
Government for the work and the delay on the
part of Government in according sanction have all
adversely affected the timely completion of the
building, resulting in an additional expenditure of
Rs 27.60 lakh from the public exchequer.

The departmental version of the complexity of the
procedure that had led to the delay in the work is
not acceptable to the Committee as the procedure
for tendering and for revising the estimate are the
same for all departmental works. The Committee
remarks that the department seems not much
serious about it and consider such delays as
routine and displays a lackadaisical attitude
towards solving the issue. If the department
genuinely considers the procedure as time
consuming, the relevant rules should be revised
and the procedure be simplified. The Committee
points out that though the department had assured
to examine the reason for the delay it has failed to
furnish any report in this regard. The Committee
considers this lapse seriously and directs the
department to furnish the report without further
delay.

The Committee understands that the supplemental
agreement for substituting cement concrete with
mosaic & marble flooring with the contractor
made without proper sanction from the authorities
or without any specific request from the user
department, is against the provisions in Kerala
Financial Code and hence ultravires. If marble
flooring was absolutely necessary it should have
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(1)

@

©)

@)

15

17

Public
Works

Public
Works

been anticipated while preparing the estimate
itself. It is clear that the procedure laid down in
the PWD Manual was ostensibly disregarded
while executing the work. The Committee is not
satisfied with the reply that all the officers
responsible for the issue had already retired from
service. The Committee expresses its displeasure
at the failure on the part of the department in
furnishing the report on the issue, even after its
instructions  to do so. The Committee therefore
directs the department to furnish the report
containing the required details within a month.

The Committee observes that the department had
agreed to the conditions set forth by the
contractor and accepted his tender bid at 42%
above estimate flouting the stipulations in the
PWD Manual that bids with conditions should not
be accepted. The contractor failed to complete
the work in time even though his demands were
accepted. The revision of rates brought about
during this period led to an additional expenditure
of Rs. 2 crores from the public exchequer. The
Committee cannot understand why the department
agreed to provide the revised rates to the
contractor when there was no justification for
delay in the work. The Committee requires the
department to conduct a detailed enquiry into the
issue and to submit the enquiry report to the
Committee within 3 months.

The Committee learns that when the work for the
construction of the hospital building was awarded
there was no budget provision and that no fund
was available from 1996 onwards. In accepting
the explanation that the work was delayed due to
lack of funds, the Committee express its desire to
know about the department’s effort to make
available necessary funds for the work. The
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(1)

@

)

@

Committee enquires whether the department had
projected the expenditure for the work in the
budget estimate for 1996-97 and onwards. The
Committee also enquires whether any
correspondence was there with the Finance
Department regarding the issue. The Commiittee
also requires the department to furnish
information regarding the total amount spent for
the work of the construction of the hospital
building.
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