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CHAPTER - V
COMPLIANCE AUDIT - OTHER TOPICS
AGRICULTURE DEPARTMENT
5.1 Lack of proper field study

Watershed to treat an area of 228 Ha at project cost of 30.46 crore was
stopped as the legal status of the land in possession of private people was a
forest.

Government of Kerala (GOK) accorded (November 20Bé)ministrative
Sanction (AS) for Panchalithodu watershed to traairaa of 228 hectares at a
project cost oR0.46 crore. The project report was prepared byribisSoil
Conservation Officer (DSCO) without sufficient baserk/surveys and also
without proper discussion with local authoritiesheT work was stopped
(March 2011) due to the failure of Director of SdHurvey and Soil
Conservation (DSSSC) to ascertain the legal stittise area before starting
the work.

By that time the Directorate had achievedpkb cent progress0.06 crore
financial progress) and requestd&@overnment for dropping of project since
conservation work was not possible in the Reserf@ést area where
Agriculture Department (AD) did not have jurisdartii Due to the non
implementation of project, financial assistance ttme of X0.40 crore
earmarked for the project could not be availed of.

During Exit Conference, the Secretary admittedAbdit point and stated that
in future, certification would be obtained from DSQo the effect that the
lands selected were free from all encumbrancesrédimrwarding project
proposals to Government.

5.2  Failure to re-arrange the work

Failure to recover risk and cost from the contractor and to re-award the
work resulted in non-completion of soil conservation works to benefit 940
Ha of land and consequent loss of assistance of I1.37 crore from
NABARD.

With a view to mitigate the flood thereby reducthg scarcity of water and
to convert 400 Ha paddy field to double crop lamdD accorded
administrative sanction (March 2007) to implementaibage and Flood
Protection works in Vayinthodu, Malachal in Thris&istrict with NABARD
assistance of1.77 crore under RIDF Xl. The project envisagedstarction
of regulator, restructuring afiodu, construction of sluice, retaining wall etc.
so as to benefit 940 Ha of land. The DSCO awartiad¢h 2007) the work to
M/s Eranad Construction Company Private Limitedfbi73 crore stipulating
the period of completion as two years. The contrastopped the work (June
2008) after incurrind0.36 crore and achieving 2@r cent financial progress
and expressed unwillingness to continue the workhaswater level in the

1 July 2014, September 2014, November 2014 and iM20¢5.
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canal was more than one metre deep and soil beker\wevel was clayee and
loose. The work was terminated (July 2010) by DS @he risk and cost of
the contractor.

Audit further noticed that the Directorate forwadd@ctober 2014) a detailed
estimate based on Delhi Schedule of Rates (DSR) Z0i4the work
amounting tX6.50 crore to AD for inclusion under RIDF XX. Tlpeoposal
was rejected (June 2015) by AD as it had alrea@éy Isanctioned under RIDF
XI. The Directorate was not able to re-arrangewioek till date (November
2015).

During Exit Conference, the Secretary acceptedAbdit observation and
stated that necessary disciplinary action had lh@&ated against the officer
responsible for the lapse and the Earnest Money $¥epbthe contractor was
forfeited.

5.3  Non-completion of Centrally Sponsored Schemes (CSS) leading to
fragmented execution of schemes

Failure of the DSSSC in submitting project proposals as per the RKVY
guidelines in respect of 134 watersheds resulted in expenditure of 327.97
crore becoming unfruitful.

In order to make specific interventions for develemin of agriculture,
projects were taken up in the State through vane8S. Macro Management
of Agriculture (MMA) was one of such scheme whiatcluded two sub
programmes viz. National Watershed Developmenteetdpr Rainfed Area
(NWDPRA) and RVP implemented through Soil Conseovatwing. The
scheme provided flexibility for the State to devel@gmd pursue the
programmes and the benefits in terms of area, ptimoudevel etc. are
determined in an interactive mode with Ministry Agriculture. The MMA
became inoperative since April 2013 and thereatter activities covered
under MMA could be taken up under any other CSS/RK3¢ per the extant
guidelines.

i)  Unfruitful expenditure on NWDPRA leading to non-achievement of
objectives

Gol accorded sanction for 31 sub-watersheds (13Zromivatersheds) for
treatment of 84,415 Ha of land under NWDPRA at atineated cost of
3101.29 crore (9Qer cent CSS) during XI' Plan period (2007-12). It was
observed that an amount ¥23.26 crore which was received was incurred
upto March 2012 and a sum ®4.71 crore was incurred additionally out of
Rashtriya Krishi Vikas Yojana (RKVY) scheme fundriig 2012-13. The
Directorate was able to carry out conservatiorvaes in 30,797 Ha of land
only with the available resources leaving the begamarea of 53,618 Ha
without undertaking conservation activities du@éauicity of funds.

Audit further noticed that the Directorate subndttproposals to Project
Preparation and Monitoring (PPM) Cell for sancttorundertake 134 balance
work of watersheds for treating 8,333 Ha under NVRBPat an estimated
cost att10 crore during 2013-14. The proposals were rejetly the PPM
Cell as these did not strictly comply with guideln of RKVY. The
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Directorate had not forwarded any proposals to @@K for the period
2014-15 and 2015-16 to take up the balance works.

Thus, the failure of the Directorate in submittipgpject proposals as per
RKVY guidelines in respect of 134 watersheds hadulted in non-
achievement of the intended benefits such as grawatdr recharge, increase
in number of wells and water bodies, enhancementropping intensity,
changes in cropping pattern, higher vyields in do#s etc. Thus, the
expenditure oR27.97 crore incurred on these watersheds couldb@ecbme
fruitful due to non-completion of project works.

During Exit Conference, the Secretary admitted Auglit observation and
stated that the balance work would be taken up unée scheme after
discussion in the next State Level Sanctioning Catem(SLSC) meeting.

5.4  Irregular drawal of amount from treasury and payments to
contractor

PSU not directly executing works have been paid mobilisation advance of
%0.81 crore in violation of instructions. Further, DSSSC had withdrawn
X1.13 crore from the treasury in March 2015 before incurring the actual
expenditure and held it till December 2015 as against the codal provisions.

As per GOK order dated July 2014, PSUs not direstlcuting works are not
eligible for mobilisation advance. Further, as merdelines, mobilisation
advance can be paid to the agencies only afterinbhgaprior approval of
Government in eligible cases.

 The work of ‘Strengthening and providing additionafrastructure
facilities to the State Level Centre’ — Instituter f Watershed
Development and Management Kerala at Chadayamang&éDMK)
was awarded (December 2014) to M/s Kerala Land Dpweent
Corporation (KLDC) at an estimate costff.81 crore. Though it was
specifically mentioned in MoU with KLDC that the ey was
executing the work through sub-contractor, the DS$8id (June 2015)
the contract amount &0.81 crore as mobilisation advance to the KLDC
violating conditions in guidelines.

* DSSSC had withdraw®i1.13 crore from treasury in March 2015 before
incurring the actual expenditure and held it tikd@mber 2015, against
codal provisions.

During Exit Conference, the Secretary admittedabservation and stated that
the matters would be pursued by the Department.

PUBLIC WORKS DEPARTMENT

5.5 Inadmissible payment to contractor on balance items of bridge
work

Irregular revision of rate of items mentioned in the agreement schedule
by treating them as extra items and non-availing of agreed tender rebate
while making payments thereon to the contractor resulted in undue
benefit of X1.09 crore to the contractor.
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As per clause 23 (e) of Notice Inviting TendersT)\lextra items of work are
those which are not expressly or impliedly desctilrethe schedule, plans or
specification. Those items of work which though Htygnecessary for the
proper execution of the work and its completionndt provided for in the

original contract, can be treated as ‘extras’.

Further, as per Clause 3 (b) of NIT, the overatcprtage rate accepted and
specified in the agreement shall not be variedrgnagcount whatsoever.

The Superintending Engineer, PWD, Roads and Briddgésrth Circle,
Kozhikode (SE) had awarde@April 2009) the work “construction of bridge
at Varamkadavu in Chelor&rama Panchayat in Kannur district (balance
work)” to a contractdt at 21.80per cent below estimated amount &2.64
crore.

The items of work included in the original agreemscitedule for formation
of approach roads to the bridge structure which ezaspleted in March 2005
consisted of earthwork for forming high embankmfentapproach roads, and
ground improvement works using non-woven geo-tegtilvoven geo-textiles
and Pre-fabricated Vertical Drain (PVD).

During execution of the work, these items wereta@as extra items and their
rates enhanced, by executing (November 2009/Mard®)28upplementary
agreements by the SE with the contractor. The aotdr had agreed to
execute these extra items at 21p80 cent below estimate rate. The work was
completed in May 2011. The contractor was paidranumnt 0fX3.81 crore in
five part bills as of December 2015.

Audit scrutiny revealed that:

* The above items of work were expressly mentionethénAgreement
executed by the contractor for the balance work.aSoper clause 23
(e) of NIT, they could not be treated as extra gerHowever, in
violation of this provision, SE had treated themeas$ra items and
revised (November 2009/March 2010) their rates.

* The Executive Engineer, PWD Roads Division, KanitlE) did not
apply tender rebate from the payments made to dhé&actor on the
extra items, even though it was agreed in the smpghtary
agreements executed. This was in violation of thesron application
of overall tender percentage contained in the NIT.

The above violations resulted in inadmissible payrad ¥1.09 crore to the
contractor, which amounted to undue benefit extdridéhim, as shown in the
table below:

SE (K) 5/2009-2010 dated 17April 2009

% Sri TA Abdulrahiman, Kasaragod
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Description of item in Up to date Agreed rate after Revised rate Undue
Agreement quantity applying tender used for payment | benefit to the
executed rebate without tender contractor
rebate (in%)
@ 2) 3 4) [2 x (4-3)]
Earth work filling with all classes 54174.38 m Z1516/10 M 2,424/10 m | 49,19,033.70
of soil suitable for forming high (1939, less 21.80 %
embankment...
Providing and laying non-woveh 6332.08 ¥55.91/n 88/nf 2,03,196.45
geo-textile fabric... (71.5, less 21.80%
Providing and laying woven ged- 4380.78 m ¥59.82/n% 89.78/n% 1,31,248.17
textile fabric... (76.5, less 21.80%
Providing and laying non-woveh 800 nf ¥55.91/n 88/nf 25,672.00
geo-textile fabric under water... (71.5, less 21.80%
Providing and installing flexible 130392.10 m 366.47/m 109.92/m 56,65,536.7
pre-fabricated vertical drain... (85, less 21.80%
Total undue benefit to the contractor 1,09,44,687.07

When the matter was pointed out (June 2013), Govent replied (October

2014) as under-

» revision of rates in earthwork was in lieu of wagtaof earth during

execution. Further, the estimate rate for earthkwams adopted
without applying tender rebate, as it was an exéra, and;

the ground improvement materials viz., geo-textdesl PVD, were
brought from abroad and that an approximate radtentdrom earlier
executed work was adopted in the estimate. But,nwbieler was
placed for these materials at the time of executibeir rates had
increased. Further, these were not items includethe Schedule of
Rates, but were market rate components for whictielevariation was
not applied.

The reply of Government was not tenable due tdahewing reasons:-
» Earthwork for formation of approach roads was amitexpressly

provided in the original agreement schedule. Hereasion of its rate
by treating it as an extra item was a violatiorthed condition of NIT.
Moreover, the contractor had clearly agreed in sh@plementary
agreement that the tender rebate of 2pb80cent was applicable for
this extra item.

Similarly, the items for ground improvement workrev@lso expressly
provided for in the schedule of the balance work, the contractor
had quoted his rates accordingly with tender reldagmce, classifying
them as extra items of work and enhancing theesratas a clear
violation of the NIT provision.

Further, as per NIT, it was the duty of the cortbado ensure
availability of materials before quoting his rateence, the contractor
was not eligible for rate revision on account of +awailability of
materials and variation in market rates. In thisecaalso, the
department failed to avail the benefit of tenddrate agreed by the
contractor.

Thus, the action of the Department in enhancingrétes of items expressly
mentioned in the agreement schedule by treatinghthe extra items in
violation of the NIT provisions and non-availing afireed tender rebate on
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those items resulted in extending an undue benéfd1.09 crore to the
contractor.

5.6  Disallowance of re-imbursement claim by MoRTH

Execution of original works without prior approval of MoRTH by
treating them as ordinary repair works resulted in rejection of
reimbursement claim of X68.10 crore besides foregoing agency charges of
%6.13 crore.

The Ministry of Road Transport and Highways (MoRTIlk$) primarily
responsible for development and maintenance ofoNatiHighways (NHSs).
The activities are monitored by the Regional OffideMoRTH in each State.
The actual work of construction of NH is entrustedState Government on
agency basis under the provisions of Article 258hef Constitution of India
for which nineper cent agency charges are claimed by State Governmeant fro
MoRTH. The role of State Government is confined nmhaito maintain,
upgrade and improve the riding quality of existhigs and carry out ordinary
annual repairs.

Up to 31 March 2003, the State Government wasit@lly incur expenditure

on construction and maintenance of NHs and thenitgetimbursed from

MoRTH. With effect from 1 April 2003, the system svahanged to Direct
Payment Procedure (DPP) by MoRTH for all NH worksler the major head
5054 and Special repair and periodical renewal pradwement of Riding

Quality works under major head 3054. The transastiorder DPP, therefore,
do not involve the State Government budgetary systor Ordinary Repairs
(ORs) and Flood Damage Repairs (FDRs), the previsystem was

continuing. As such, the NH works undertaken as @R8 FDRs do not
require prior sanction by MoRTH before execution.

Scrutiny of records (between December 2011 and l@ct@015) in five
offices’ of NH wing of Public Works Department (PWD) reweghlthat 17
works (Appendix 5.1) were executed during the period 2011-12 and A& 4-
treating them as ORs, based on the sanctions t& S@avernment only and
claimed reimbursement from MoRTH (between Janu@d?22and June 2014)
projecting them as ORs. The MoRTH disallowed (betw&larch 2012 and
September 2014) the claim for reimbursement stahagthe works executed
were not ORs but Original Works requiring prior sént of MORTH before
execution. The claims thus disallowed amounted@8.10 crore which the
State Government had to bear from its own budgetsgurces. Besides, the
State also could not claim agency charges amoutdi®g.13 crore.

Thus, the department failed to adhere to the guieglof MoRTH while
making claim for reimbursement of expenditure imedron the maintenance
of NHs and consequently burdening the State exdretp the extent of
X74.23 crore.

Government replied that the department had arratigedvorks due to poor
condition of NHs in the State and inadequacy ofdurd sanction from
Government of India. It was also stated that thekwaindertaken were ORs

* NH Division Kannur, Kodungallur, Kozhikode, Moowapuzha and NH North Circle
Kozhikode.
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not requiring prior sanction from MoRTH. The repl/ not tenable as the
works executed were not Ordinary Repair works betenOriginal Works as
remarked by MoRTH while scrutinising the claim fermbursement. Further,
these Original Works required prior sanction froronRTH.

5.7 Awarding work without tender and providing undue benefit to a
contractor

The execution of work without tender process and unwarranted revision
of agreed rates by PWD extended undue benefit of 392.32 lakh to the
contractor.

As per Para 2003 of Kerala Public Works Departnidahual, works shall
normally be awarded through open tenders afteingetiddministrative and
technical sanction and ensuring provisions of fundbie Budget.

Secretary to Government, PWD sanctioned (Decemb&?)2re-construction
of the partially collapsed Menonpara bridge aciésgyar river in Nattukal-
Velanthavalam State Highway in Roads Division, Reda through
M/s. Kerala State Construction Corporation Limi{@&E5CC) without inviting
tender at an estimated cosRad0.15 crore to avoid delay in tendering process.
The Superintending Engineer (Roads and BridgesjthNarcle, Kozhikode
(SE), awarded (January 2013) the work to KSCCaist 0f39.31 crore. The
site was handed over (January 2013) to the cootrémt completion of work
in 18 months. PWD revised (March 2013) the sanctm?18.30 crore after
including road improvement work of nine kms in @axf three kms originally
estimated. The work was completed in May 2014. Gbwetractor was paid
%¥17.49 crore up to June 2015.

One of the items of work included in the agreemsahedule for the
construction of bridge was “Boring through all das of soil for cast: situ
bored piles with concrete mix M25, 1.20 metre ingrdiameter anchoring of
pile in rock for a minimum depth of 50 centimetets”. The work involved
construction of 28 piles, 12 piles for piers eachkimg an average depth of
nine metre and 16 piles for abutment each havingnarage depth of 10
metre. The total length of piles was estimated t@ & m and the agreed rate
was %16,344 per metre. However, during actual execution, Chief Begr,
PWD Roads and Bridges (CE) revised (May 2013) #te of the above item
from 16,344 toX34,017per metre citing reasons such as increase in average
depth of piles from nine to 19 m due to non avdlikgbof hard rock at the
estimated depth, error in calculation of hire charge piling plant and use of
M Sand due to scarcity of river sand. CE sanctioned (N@¢3) the rate of
above item as ‘extra item’ and SE executed (Jur4R@ Supplementary
Agreement for a total length of 549.85 m. An amoofi®1.87 crore was paid
(July 2014) to the contractor for the ‘extra item’.

Audit scrutiny (February 2014) revealed the follogi

* The bridge had collapsed in August 2010 and thee@Gwuent decided
to take up re-construction work only after a lap$awo-and-a-half
years of collapse. Awarding of work to KSCC onlytivaut inviting

° Mineral sand — This is at times used as an alterfor river sand.
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open tenders after two-and-a-half years was lackiog only in
justification but it was also against manual proenis which advocate
transparency in selection of bidders through omempetition.

* Items of work which do not form part of the originagreement
Schedule are treated as “Extra items”. In this c#se item “boring
castin situ piles”, was already existing in the Agreement Slcie. As
such, it cannot be subsequently treated as and'é@rin”.

* The contractor is expected, before quoting hisstate inspect the site
of the proposed work and assess the availabilitypetified materials.
He is also expected to get himself acquainted \thih sanctioned
estimate, approved plans and drawings. Once hes rhave been
accepted and agreement finalized and signed, beuisd by the same
and cannot claim its revision on grounds of errorssanctioned
estimates, un-availability or scarce availability the specified
materials etc.

* In the name of approving an “extra item”, the Déypant has resorted
to revision of rates and specifications, after #veard of work, on
grounds of “scarce availability of river-sand”, fer in calculation of
hire charges of piling plant” and made an extranpenyt 0fR97.17 lakh
to KSCC. The action of the department was wronthagground cited
for their action were not valid.

Thus, undue revision of rate resulted in extra paynof397.17 lakh to the
contractor.

Government replied (October 2015) that the work emtsusted to KSCC to
avoid delay as the tendering procedure would hakert long time. Further,
the rates for piling were revised as the depth dihgiwork had to be
increased from 270 m to 549 m during execution.id&ss due to non
availability of good quality of river sand, the Mrgl was substituted and that
there was some mistake in preparation of data.

The reply of the Government was not acceptable usecéhe period of two-
and-a-half years between the date of collapseidfbrand award of work for
re-construction was reasonably adequate for compgleall open tender
formalities including invitation of competitive tdars so that the work could
be awarded without compromising transparency imstg#fagiving to KSCC
only. Further, the revision of rates for piling walso not acceptable as the rate
agreed by the contractor for piling was- metre and not for casting entire pile
for a specific length. Besides, rate once concluddtie agreement signed by
both the parties, was not required to be revised.

Thus, unwarranted revision of rate resulted in msitth of undue benefit of
392.37 lakh to the sub-contractor of KSCC.

(34,017 X16,344) x 549.85m
" %97.17 lakh les§4.85 lakh being fivger cent margin of KSCC.
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5.8 Wasteful expenditure on construction of fender piles in a bridge
work

Department constructed “fender piles” for protecting a bridge from the
impact of collision with barges even though bridge did not have scope for
navigation of heavy vessels resulting in wasteful expenditure of I3.12
crore.

The Public Works Department (PWD) awarded the wairkhe construction
of ‘Thadikkakadavu Bridge’ across Periyar river Hyoads division,

Ernakulam forX27.51 crore. The site was handed over (June 2Q@l2he

contractor for completion of work in 18 months (Betber 2013). The work
remained incomplete (July 2015) and the contrabem been pai@15.71

crore (July 2015).

The bridge was designed to rest on a foundatiobharved casin-situ piles, for
which 2,650 metres of piles at a unit rat&€@7,056 per metre were planned.
During execution, the length of piles was increased,220 metres of which
729.79 metres were provided as ‘fender pilés’ a separate pile group,
upstream and downstream of the bridge. The depattstated that the fender
piles were required to protect the bridge from itmg@act of collision from
heavily loaded cargo boats moving from Nedumbasaepprt to Kochi city.
The cost of construction of fender piles \#8s12 croré.

Audit observed that though the original design leé bridge was approved
(March 2012) by the Design Research and Investiggfiuality Control wing

(DRIQ), under the control of Chief Engineer (Desgmas stipulated in the
PWD manual, the design of fender piles was apprgieyember 2012) by
the CE himself, which means that the DRIQ was nablved in the change of
design of fender piles.

It was further noticed that there was no specigguest from various
stakeholders / departments (KSINC, SWTD, IND ategarding provision for

fender piles. Moreover, the route identified fornnecting Nedumbassery
airport with Kochi city passes through the southarm of river Periyar,

whereas the bridge was constructed on the northem as shown in the
sketch attached.

Further, there was no infrastructure for anchomfigcargo boats anywhere
near the Nedumbassery airport. Therefore, the noigin of fender piles by
adducing to safety concerns from barges / cargtslveas not tenable.

8 Fender piles are provided in ports and harbowrabsorb the impact of berthing vessels

and to avoid damage both to the vessels and thetste which are made of shock-
absorbing materials.

Floating platform for workin®25.61 lakh (+) anticorrosive treatment to reinfonest
%4.51 lakh (+) boring and concretidd 97.45 lakh (+) providing casing pig&5.90 lakh
(+) providing reinforcement to concre®3.24 lakh =X346.71 lakh less tender rebate
34.95 lakh X311.76 lakh say¥3.12 crore.
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Sketch of location of Thadikkakadavu Bridge

Thadikkakadiv
Bridge

Northern Arm

Southern Arm

Audit also observed that the fender piles were maideoncrete with no
impact absorbing quality to provide protection eitko the bridge structure or
to the vessels in the event of a collision. Furthee top levef of fender piles
constructed was much below the Maximum Flood LéM#L)** of the river.
The fender piles would not be visible during flomdaking it likely to cause
damage to the piers of the bridge as well as tingelsa Thus, the purpose of
protecting the piers with the help of fenders waslatful.

On being asked, the Secretary, PWD replied (Oct@b&5) that on account
of concerns of polluting the drinking water progett Chowara and Aluva,
Cochin International Airport Limited (CIAL) sheldea proposal to develop
the Southern branch of Periyar river as a wateregayecting CIAL to Kochi
Seaport for cargo movement. An alternative propasfaldeveloping the
Northern branch was under consideration of CIAld hance, the fender piles
were constructed in anticipation of movement ofviye@argo vessels through
the same.

The reply was not tenable in view of the confirmaatprovided by Irrigation
Department that there were no plans of developiveg Northern branch of
Periyar River over which the Thadikkakadavu bridgeconstructed, as a
waterway connecting CIAL with the Kochi Seaportidgation Department
further confirmed that there were bottlenecks &ogé scale cargo movement
from CIAL to Kochi city/seaport through the Northerbranch, like
insufficient vertical clearance of existing crogaustures, insufficient width
and depth in a five km stretch between CIAL andrCjaérhodu.

Thus, the decision to change the designs for phogitender piles was taken
without assessing actual requirement and approvdieoDRIQ Board which
led to wasteful expenditure 88.12 crore on construction of fender piles.

10 49.8000 metres
11 51.825 metres
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5.9 Avoidable payment on sinking of wells for foundation of four

bridges

Separate payment amounting to 32.28 crore was made to the contractors
by PWD outside the agreed rate for removing obstacles encountered
during sinking of wells for foundation of four bridges.

The special conditions of contract stipulate that rate quoted shall be
inclusive of all the operations contemplated in #pecification and tender
schedule which covers the incidental work neceskarguch operations. The
conditions further stated that all items shouldcberied as per the relevant
specification in the Madras Detailed Standard Sppation (MDSS) which
specifies that when the well has reached the reduievel care should be
taken to see that it is seated properly.

Superintending Engineer, Roads and Bridges, Nonttl&Z Kozhikode (SE),
had awardetf (March 2011 to July 2012) four bridge works und®VD
Roads Division, Manjeri at an estimated cos€®4.65 crore in Malappuram
district. As per the agreement schedule, one oftdmes of work was sinking
of reinforced cement concrete circular well in ellhsses of soil other than
rock. The sinking process includes scooping oftetirtline, level and plumb
from inside and below steining with dredgers anteptappliances including
removal of obstacles. The EE made extra paymenf2@8 crore to the
contractors of four bridge works towards chargesdatting and breaking
down boulders having the size of more than 4G during sinking of wells
and for seating of wells as shown below:

Table 5.1: Details of works showing extra payments made

Sl. | Name of work Particulars of estimated cost and extra payments for well sinking
No. Item (as Estimated Extra Percentage of
per cost (X in payment extra payment on
agreement) lakh) (X in lakh) estimated cost
@ (2 3) ) (5) [(5)/(4)]x100
1. Construction of 5 6.36 96.12 1,511.32
Mythrakadavu bridge
2. Construction of 6,7 15.15 63.49 419.08
Valippadam-
Alungalkadavu bridge
3. Construction of 6,7 11.57 30.00 259.29
Thayyilakkadavu bridge
4. Construction of 6,7 15.01 38.51 256.56
Umminikadavu bridge
Total 48.09 228.12 474.36

Source: Agreements and vouchers

As can be seen from the above table, the percewfagetra payment comes
to nearly four times the estimated cost of the edjieem of well sinking and
this payment was made without following the useabler procedure.

In this connection Audit observed the following:

All works except the extra items were put to tenalerpercentage rate basis’
in which the ‘quoted rate’ was inclusive of all ogigons contemplated in the

12 Shri.v.P.Mohammed Ayub, Eranhikode, Edavana, Malaam, M/s Ernad Engineering
Enterprises Ltd., Kodur P.O, Malappuram, M/s ThtimyaContracting, CPC Centre,
Hospital Road, Nilambur.
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specifications and tender schedules including imtale. The workable rate
guoted by the bidder was inclusive of charges femaving boulders
irrespective of their size. Therefore, the paymiemt cutting and breaking
down boulders of more than 40 dsize during sinking of abutments and pier
wells and for seating of wells on base, over amivalihe estimated cost was
contrary to the provisions contained in the agregme

Secretary, PWD stated (October 2015) that the apgdralesign of bridges
insisted seating of well foundation upon a levehledd rock stratum and well
kerbs were to be anchored to a minimum 60 cm diepohhard rock and that
in order to seat the well foundations, the top tay# rock formations were to
be cut and removed as mentioned in design andthbatates for the above
rock cutting works were not included in the agrspdcifications. Further, the
reply stated that the general note in Standard [Baek permitted the

payment for cutting down boulders of size abovedd and wooden logs of
size above 100 dfif encountered during well sinking.

The reply of the Government was not tenable agjtioted rate was inclusive

of all operations contemplated in the specificati@ml tender schedules

including incidentals. The specification in theden schedule and agreement
schedule for the item of well sinking included ‘reval of obstacles’. As notes

in the Standard Data Book were not made part of apeements, extra

payment for cutting down boulders of size aboveld®was not permissible.

Thus, due to its failure to adhere to the spedifics in the tender schedules,
the Department had extended undue beneff2d18 crore to the contractors.

5.10 Extra expenditure due to non-finalisation of tender within the firm
period

Lapse of the department in adhering to PWD Manual instructions and
Government orders regarding finalisation of tender within firm period
resulted in avoidable financial implication of ¥1.56 crore.

According to the provisions of Kerala PWD Manuainsideration of tenders
and the decision thereon should be completed veétirb the date of expiry of
the firm period noted in the tender so that thed&n notice is sent on or
before the expiry of the firm peribtl In case, selection notice is not issued
before the expiry of the firm period, the biddeo®er would stand nullified
automatically. In order to avoid such delays, Gowegnt had issued (May
2007) instructions prescribing time frame for coetign of processing of
tenders at various stages. Accordingly, the departrshall place the tender
before the Government within six weeks from theedait opening of tender
followed by its submission before the Governmemder Committee (GTC)
within seven days. After approval of proposal by@Drder shall be issued
within one week. The GOK, Finance Department haddad orders (January
2010) that in cases where tender amount is in exae40per cent of Local

13 The firm period of a tender is the period frora thate of opening of the tender to the date
upto which the offer given in the tender is bindomgthe bidder. The firm period is fixed
as the maximum time required within which a decist@n be taken on the tender and
order of acceptance issued in writing to the bidddich shall be prescribed in the NIT.
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Market Raté* (LMR), justification should be submitted along hvithe
tenders.

The Secretary (PWD) issued (December 2011) Admatigse Sanction (AS)
to the work ‘Improvements to Kodumba-Padalikkadun&eund road from
km 0/000 to 8/200’ in Palakkad district at a cob6.10 crore. Based on
Technical Sanction (TS) given by CE, the Superiditegn Engineer, PWD,
Roads and Bridges, North Circle, Kozhikode (SEjted (January 2012) pre-
gualification-cum-tenders (PQ) for works from dhilgi contractors, fixing date
of opening as 6 March 2012. The firm period of tanaas 120 days i.e. up to
3 July 2012. Of the two bids received, one wasquaified (2 April 2012) by
the Chief Engineers’ Committee. The SE opened (@6l 2012) the financial
bid of the pre-qualified contractSrwhose quoted rate was 14.88r cent
above the estimate rate. After processing the tenle department accepted
(April 2013) the tender rate quoted by the contmadcifter delay of eight
months. In the meantime, the firm period had expidee to which the
contractor was not willing (May 2013) to take up thiork.

After failing to award the work due to the cont@atd unwillingness, the
department re-tendered (July 2013) the work whigbked no response.
However, citing urgency of the work, the departmentited (November
2013) negotiated quotations from ‘A’ class registecontractors for the work
at the same estimate rates in terms of instructongained in PWD manual.
The only quotation received from a contrattavas at 48.5(per cent above
the estimate rate which was accepted (May 2014héyDepartment at 45.43
per cent above the estimate rate as recommended by the @Gmmnof
Secretaries. The work was awarded (May 2014) toctwractor fork7.24
crore. The work which was scheduled for completiyriMay 2015 had been
extended up to February 2016. An amourm0D5 crore had been paid for the
work done till September 2015.

Audit scrutiny relating to the first tender revehlhat though the tenders were
opened on 6 March 2012, the SE had furnished LMsgification only on

3 December 2012, after a delay of eight monthsgasnat six weeks as per
guidelines. The delay in furnishing the LMR by Sésulted in delayed
approval of tender by PWD and GTC. The LMR juséfion (December
2012) was 43.6per cent above estimate rate. Audit observed that had the
tender been accepted within the firm period, thekwaould have been
executed by the first contractor at a cost®68 crore as against agreed value
of X7.24 crore.

On this being pointed out, the SE stated (August4PQhat the delay in
forwarding tenders to PWD was due to the delayegbamse of the first
contractor to negotiations. The reply was not témdibe to the reason that had
the SE prepared LMR justification soon after therapg of financial bid, it
would have been evident that the tender excess .80 bér cent above the
Estimated Probable Amount of Contract offered byfittst contractor was far
below the LMR (December 2012) of 43.6&" cent.

4 The Local Market Rate for materials and labouwllshe fixed by the EE twice every year
for preparing LMR justification for the purposeesdtimates for tender approval.

5 M/s PK Construction Company, Muvattupuzha.

® M/s P.G Constructions, Pullani, Oarambil, Thrighalezhathur P.O, Palakkad.
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Thus, the non-approval of the first tender by tepattment within the firm
period due to non-preparation of LMR in time andaglen submission of
tender documents adhering to the time schedulgeraguidelines resulted in
avoidable financial implication of1.56" crore which call for fixing of
responsibility of the officials at fault for theardinate delay in finalising the
tender and initiate appropriate action against them

5.11 Double payment to the contractor for same work through Hand
Receipts

Failure to exercise required verification by PWD resulted in double
payment for executing an item of work in the construction of
Mythrakadavu bridge across river Chaliyar in Malappuram District.

Article 40 (b) of the Kerala Financial Code prosdinat every Government
servant who incurs or authorises the incurringrof expenditure from public

funds should see that the expenditure should nptibe: facie more than the

occasion demands. He is expected to exercise the ddigence and care in
respect of all expenditure from public moneys urtdsrcontrol as a person of
ordinary prudence would exercise in respect of ékpenditure of his own

money.

Superintending Engineer, Roads & Bridges, Northcl€jr Calicut,(SE) had
executed an agreement (March 2011) with Shri.V.afomad Ayub,
contractor, Erahikode, Edavana, Malappuram Distfart the construction of
Mythrakadavu bridge across river Chaliyar in Malaggm District. The work
was executed by the Executive Engineer, Roads iDijiglanjeri (EE).

Audit of vouchers (July 2015) of Public Works Depaent transactions
(PWD) in the office of the EE revealed that the Ikl made (July 2015) a
payment 0f%14.93 lakh through a Hand Receipt (HR) preparedthsy
Assistant Engineer, Bridges Section, Manjeri (AH)d averified by the
Assistant Executive Engineer, Bridges Sub Divisibignjeri (AEE) for an
item of work “cutting and breaking into small piscef boulders size during
sinking of wells and seating of well — pier-2”. Thayment recorded at page
35 of Measurement Book No0.7732, was made throughBili Discounting
System (BDS) and adjusted in the Monthly Accountiolfy 2015 through a
Transfer Entry (July 2015). The EE made (July 20d®@yment based on the
sanction accorded in respect of an item of worthenDaily Labour Report by
the Chief Engineer, Roads & Bridges (CE), Thiruvaghapuram.

As the sanction was more than two years old, éhéarscrutiny in Audit
revealed that a total amount 385.12 lakh (including the amount 814.93
lakh related to the work) was paid during July 2@dr5executing the item and
that the amount &¥14.93 lakh had already been paid earlier during 21243
(CBV 150" of May 2013) based on the same sanction for eierthe same
item. Both the payments, i.e. May 2013 and July52@&re made through HR
prepared by the then AE and verified by the thereABd recorded on Page 6
of Measurement Book N0.9360.

Further Audit investigation revealed that only @ely Labour Report (DLR)
was sanctioned in the Divisional records to supploet payment oR14.93

17 %7.24 crore 25.68 crore £1.56 crore
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lakh (May 2013). No DLR was available to suppor #econd payment of
July 2015 which confirmed that payment 814.93 lakh made to the
contractor during July 2015 through the BDS washieypayment. On this
being pointed out by Audit (December 2015), the &fnitted the double
payment and got the amount remitted from the cotdran December 2015.

Audit of Internal Control Mechanism of the officé the EE, further revealed
that the office was neither maintaining nor monitgrthe requisite Control
Registers as stipulated in Kerala Public Works AwtoCode Para No.10.5
(Works Abstract), Para No0s.10.6 and 5.3.3 (Workgifter), Para No0.10.7
(Contractors’ Ledger) and Para No.22.2.7 (Misceltars Sanction Register).
The AE was, thus, not exercising any preliminargais on the contractors’
claims. Thus, disregard for the mandatory checkscasulting previous
records by the EE led to double paymer®b£.93 lakh for the same work.

Further, the double payment of July 2015 was mddeugh the newly
introduced Bill Discounting System (BDS). The FinanDepartment (FD)
transfers the details of only those Bills into tBBS database which are
processed and recommended by the CE in ‘EMLdbftware and for which
the FD had agreed to issue a Letter of Credit (Ld@g fact that the LoC for
the payment oR14.93 lakh was issued by the FD in July 2015 ard the
payment of July 2015 occurred through BDS, confirtteat the claim of the
contractor was processed and recommended througheuéntire chain of
authorities from the AE level to the CE level ahdttnone of the authorities
could detect the double payment being attempteis. rEealed as under.

* a weak Internal Control Mechanism in the Roads Bindges wing of
the PWD;

» recovery of double payment in this case was atrth&nce of Audit
but no action has been taken against the officedponsible for this.
Besides, the present system gives scope for suchlel@ayments
escaping detection in future; and

* the software EMLI was not able to detect the fétta Letter of
Credit had already been generated against the sam&ion at an
earlier date.

In this respect, Audit recommends as under:

1. The commission of double payment coupled with treakmess of the
Internal Control Mechanism of the Department reggirthorough
investigation, preferably by Vigilance authoritide pre-empt any
intentional negligence/fraud;

2. The software * EMLI' may be modified so that onlgeoLetter of Credit
is generated against a sanction and any furthemattto generate Letter
of Credit on the same sanction would be rejecteg the system
automatically; and

3. The payment of huge amounts through HRs (KPW Fofin istead of
the Forms KPW 22 (for making first and final payrhém contractor) or
KPW 23 (for making running payments), may be disagad as the HRs

18 EMLI-Effective Management of Letter of Credit issce

61



Audit Report (Economic Sector) for the year ended 31 March 2015

lack the basic control measures and accountabpitgvisions as
compared to Forms KPW 22 or 23 which help to prgtenregular
payments.

During Exit Conference, the Chief Engineer statbdt tthis was the first

instance and no other case of double payment wasntiyr known to the

Department. As regards enquiry about such instatedesn place in other
Divisions also, the Secretary to Government stated assurance could be
furnished only after an investigation in the mattéfhus, thorough

investigation is required in the matter to guardiasgt the recurrence of such
serious lapses in future.

WATER RESOURCES DEPARTMENT

5.12 Extra payment to contractor due to omission in the specification of
piling work in the agreement schedule

Description of work in agreement schedule was at variance with
provisions in data sheet and treating side protection work as extra item by
Water Resources Department had resulted in extra expenditure to the
tune of X7.05 crore.

The Principal Secretary, Water Resources DepartniPetember 2011)
accorded Administrative Sanction 50 crore for constructing a Regulator-
cum-Bridge (RCB) at Pathalam across Periyar riveten Irrigation division,
Ernakulam. The tendered value of this work W&4.36 crore which was
inclusive of the cost and working charges of stimelrs for ‘providing bored
castin situ RCC piles’. The Superintending Engineer, Irrigat@entral Circle
(SE), Thrissur awarded (July 2012) the work to ati@tor® for an amount of
%49.72 crore. The work commenced in July 2012 fongletion in 24 months.
During the course of construction, Additional Chi&ecretary, Water
Resources Department had approved (April 2014yiaed estimate 6¥64.90
crore due to excess over agreed quantities inrigeal estimate and also for
allowing extra items of wofk. The work was under progress as of March
2016.

(i) The RCB was proposed to be founded on boredieast: piles in

Reinforced Cement Concrete (RCC) as per the agmeswhedule. The
estimates prepared by CE included the costnefiru piles in RCC and
providing casing pipe with MS plate (i.e. steel tinéccordingly, the rate for
1,000 mm dia pile foundation w&20,528,37,638 for RCC an&12,890 for

steel liner. Similarly, for 500 mm dia foundatighe cost wag8,902,31,911

for RCC anck6,991 for steel liner.

While floating the tender, the work description tbese items did not include
the use of steel liners and stated about the ex&catf RCC only. However,
the rate mentioned for this work in the tendeer alia included the cost for
steel liners. It was, however, noticed that dugogstruction, steel liners were

¥ M/s Marymatha Construction Company, Marymatha &8eu Arakuzha road,
Muvattupuzha P.O, Ernakulam district.

2 putting of ring bund, providing MS sheet pilingnk, providing and applying elastic and
elastomeric membrane
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not used and hence, the Executive Engineer, lroigaDivision, Ernakulam
(EE) had deducted an amount¥8.50" crore on account of non-usage of
steel liners for bored cast-siru pile work which the contractor had claimed
while submitting CC VII and part bill.

The contractor represented (May 2013) against dtiction stating that the
work was being executed as per specifications gealiin the agreement
schedule which did not give any information regagdihe data of this item.
The Irrigation Department opposed (May 2013) theapbdf the contractor
stating that data was inclusive of the rate ofldiaer, deduction was made
from the payment to the contractor as the steetdinvere not used.

During review meeting (June 2013) on the progresthisfwork by Minister
for Water Resources and Minister for Public Wottke representation of the
contractor was discussed that the contractor wgecitg to the deduction
towards cost of steel liners used in the said R@tkwhich had resulted in
huge financial loss to him and therefore he waslen® proceed further with
the work. In the review meeting, it was decided frxancipal Secretary, Water
Resources Department would study this issue bystmyg this work to Chief
Technical Examiner (CTE) and submit a report inrtfadter.

On the basis of the report submitted by the CTE, @overnment observed
that the plea of the contractor was valid and deegg¢January 2014) that the
deducted amount may be released. Accordingly, theekeased (March 2014)
the deducted amount &8.50 crore to the contractor. The contractor haghbe
paid a total amount &¥6.48 crore on account of the use of steel linerhén
work up to September 2015.

Audit observed that while preparing the estimaties,cost of providing steel
liners in the pile work was approved by Chief Emgn Irrigation and
Administration (I&A) in the data sheet. However, tbeme was not included
in the tender specifications. Thus, due to the simisin preparing the tender
schedule in tune with the data sheet prepared @king out estimates, the
contractor was demanding the payment on accouthieofise of steel liners in
the RCC work whereas actually he had not usedtted Bners. As such, he
was eligible for the payment for doing RCC workyahd not for steel liners
which he had not used while executing the workeaatified by the officer in-
charge of the work. Thus, the department had ggiiducted an amount of
%3.50 crore from the payment claimed by the conbract

Thus, due to the non-inclusion of the use of slieefs in RCC work in the
tender specification, the contractor had claimed @ogived the payment of
%6.48 crore up to September 2015, though he wa®ligble for the same.
The decision of the Government to release the paymvas also not in order
as the payment is always made for the executioactdial work executed,
measured and certified by the department and notlynen the basis of rates
mentioned in the estimate. As such, the excess g@atynfI6.48 crore made
for the work relating to steel liners, which wasuatly not executed by the
contractor, requires to be recovered from the eator.

(ii)  While revising the estimate (April 2014) and extangy supplementary
agreement (May 2014) for execution, three itemsvorfks were included as

2L 1,738.97 m of 1,000 mm diameter piles and 1,78maf 500 mm diameter piles
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‘extra items’. One such ‘extra itéf was providing MS Sheet piling work
using sheet pile with sufficient anchorage for pobing nearby industries and
buildings while excavating right side abutment d&ock wall foundation. An
amount oR56.97° lakh was paid (September 2015) for the item ofkwéks
the rate agreed by the contractor in the origieader agreement was after
ascertaining the site conditions as per clause MBS, the above item of
work cannot be treated as ‘extra item’. As suck, phyment oR56.97 lakh

made was irregular.

Thiruvananthapuram, (AMAR PATNAIK)
The 5 MAY 2016 Principal Accountant General
(Economic and Revenue Sector Audit), Kerala

Countersigned
//
New Delhi, (SHASHI KANT SHARMA)
The 12 MAY 2016 Comptroller and Auditor General of India

2 Extra item 2 of Supplementary Agreement |l dateday 2014.
23 3¥58.85 lakh less tender rebate of 3420 cent.
% Madras Detailed Standard Specification is patentler documents.
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