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Directorate General of Works
Central Public Works Department.

* * ')‘(-
" No. DG(W)/CON/21. New Delhi, '
Dated the, ' 2 m (98Y
i OFFICE MEMORANDUM . o

~Sub 3~ * Common irregularities in execution of works-
o Tenders and contracts.

AW A LT

. A copy of letter No. DR-1-CTE-14 dated 1st Feb

. 88 received from Chief Technical Examing&r, New Delhi,

.on the a2bove mentiohed subject is gent to All ,CEs, SEs/

. SSWs, EEs/SWs for their information and necessary action.

NS _cloVve P
[ _ Af
(P.C.SUD).
Financial Officer to D.G.(W).

(Issued froa file No. 4/14/88-CWBd. )

I s

1. All CEs/SEs in CPWD (including Hort. Directorate,
Delhi Admn. and Arun=zchal Pradesh).
. 2« All EE<(Civil) in CPWD (including Horticulture Directo-
; rate, Deihi Admn. and Arunachal Pradesh).
* 3., F.O0. to DDG(BW), D-ptt. of Telecom, 6th Floor, Sanchar
Bhavan, Mew Delhi- 1,
4, CE(Civil) Constructinn Wing, AIR Samachar Bhavan
New Delhi,
5. SE-in-Chajige, AIIMS, Ansari Nagar, New Delhi.
6. Enyineer Member, DDA, Vikas iiinar, New Delhi.
. 7. Director of Audit, Ci/ & M, New Delhi.
. 8. Municipzl Engineer, Municipal Corporation of Delhi,
Town Hall, New Delni.
9. Chief Technical Ex2miner, COJ/C, New Delhi.
10, Chief Engineer, sinistry of Development, PWD, Bhutan.
11, Arbitr=tisn Cell, sinistry of Urban Development.
12 Director of Accounts, Viorks Audit Section Directorate
of Accounts, Panaji, Goa,
13, Chief Enuineexr (irrigation and Flo.d), Delhi Admn.
ISBT ley., Delhi,
14. Directnr, Lidht i1huse and Light Snip. Ministry of
Shiponing and Trangport, East Block, R.K.Puram, Now
Delhi.



Mo. DR-1/CTE-14
Govt. otf Incia '
Central Vigilance Commission
(CTE's Organisation)

- Block 10,4, |
Jamnagar House

Naw Delhi, 1.2.88.
To

All Chief “7isgilance Officers.

SUBJECT: Common irregularities in execution of work.

Sir,

A list ic=zntified as

Iist no. 11 of common
irregularities obcervad by this Comuission in
execution of 'wrks is enclosed herzwith.

Based on this list action may :»lease be taken
to improyve thz cyst-m of execution of works in your
organisation. Tne lict may also be circulated among
the Engineers of your Organisation so that effective

steps are taken by them to prevent recurrence of
such -irregularities.

Yours .faitnfully,
Scl/-
(J.o. Pinto)
Chief Tecnnical Examiner.

Encls: List oFf common
T
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Common irregularities in execution of
works - lenders and contracis.
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1. Qualified acceptance of affers:

A contract consists of an offer 2nd 2n acceptance.
For a contract to be wvalid the acceptance should be
clear and ungualified. Very often it is sean that the
acceptance is qualified and additionsl conditicns are
stipulated which ma2y not be acceotable to the Contractors.

the net result is that there is no acreement and therefore
there is no contract.

It 15 therefore necesszary thft the ofier should be
taken in complete shape and in the form acceptable to the
Organisatiszn (after negotiotions, if necescary) so that
the offer can be accepted by the Drganisation unconditionall

e Standard Contract form: ’

Very often it is seen that the Organisation does
not have & strndard contract form acsyroved hy the Legal
and Finance De»artwent. The coniract dorms produced bf
the Architects containe: a lot of ™ material,

contradictions and ambiguities vhi-ch sometines regult
in A& losg to the (rganis+tion.

34 Frecurlification of sontractors:

Very often It is se-n that eonly Contractors known
Lz the afficianl: of the Orcanisation and to the Architectis
are placed on the select lict. This system yives considerab;
susoae for malpractices, favouritism ano corruption. It

is therefore necessary o fix in advance the mininwin
gqualifications, srperivncy 2nd nueher of vorks of a

minimum macniteoe s tislactlorily execwted in terms of
quality "no period o executlon. After fixing the basic
eriterias 5 be Fulfilled, ai.liestisns shoulsd be invited

by Advortisemcnlbs in the Press *uppqued by certificates

of satizidntory comolotizsn in rocasct of guality and time.

1t has o he snsured that all firms srtisfying the ainimum
gtitatis axo airend on the =eoliei lict and also that no
tLim wnired cocs n:t cativfy the Ninitmun criterin is placed

A tne seloci 1ist.

4. €11l of Tendeors:

Fer vmres of -4 sm=ll sisond tude ehere preguslifies-
tion is o9t Yes»rtad to, fendors snduld Invariably be
fnvited by advzetisencrt In the Press from Sontractors
reqistered vith Central Goverapent Doprptments and Public
Sector Fnt;rpriaga, Tiiis will ensure thet ungualified
neraons ¢o ot tender for works anc that the lowest
CardE h text th=t he is
cenderer will not be Ignored on the pretex 4 b g is
wrounlificd or Tis performance it unsatisbactory.
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Bin - Approval of tender documents

Very often it is seen that the draft tender,
document is not approved by the Organisation before call
of tenders. The result is a contxact document with lot
of anbiguities and contradictions giving conziderable scope
for corruption and resulting in a loss to the Qrganisation.

6. Guarantee Bonds: ' ’

It is very necessary to take guarantee bonds
from Specialised Firms de2ling with specialised works
like anti--termite treatment, water-pronfing works etc. in
which the nature of the chenical used is not divulged.

This will ensure that Spurious firms do not take u) such
works. ’

i Market Rate Estimates:

Before inviting tenders for a work it is very
essential to »orepfre a realistic market rate estimate for
the work so that the reasonableness of the lowest tender
receivzd cen be gauged. ''ery often the lowest tendered
rates are found to he verv hich becausze of the formation
of a cartel by the tendercrs, l=ck cf comn:tition with 2
small select list, or misiinderstanding of the description
and specifications of the itenrs.

The reasonable profit margin for Engineering
sorks 1s 15.to 20j5. In many cases it has been found that
contracts were awarded with profit margins ranging from
32 to 100J%. The profit marygin in a p-rticular case can
be gaugea by prepsring a deteiled estimate based on
orevailing market rates and a standard rate analysis hand-
book like the N2O Handbook or the C.P.W.D. ldandbook.

e Publicity:

Very often, even tinough the records show that
advertiseaents nave been inserted in the Press, in actual
fact the advertisements are not ac-tually sent to the

newspigers or the advertisements appear in the papers

after ihe date of osening ol lhe tender:. It is therefore
neceg -~y to Keen 50 record the full oage of the newspaners
in vhich fne agve . tieswenis aonear so that the actual date
of insertion of the advzrtisements c”n be establishad an<
1t c”n b2 asc xrtained that adeguate time was oiven to the
contracicrs for tradaring.

therever prejualification is resnrted teo, notices
inviting ten-ars shoul:d b2 ~ent to all Contractors on the
select list by Registered A.D. and the acknowl2duenents
sheuld be kedt on record.
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9. Tampering with tender documentss:

In many caczes it nas come to notice that the
descristion of items, specifications or rates in ihe
tenderc have been tamper:d with i1n order to frvour a
particulaxy contractor. In order to reduce the scope for
such malpractices, it is very essential thai esch correc-
tion, overwrilting or 2adition found in the tender should
be encircied in red ink initialled and numbered by the
officers opening ihe tenders. The number of corrections,
overwritings or addition should be inveriably recorded
by the ofticer:s opening the tenders at tne bottom of each
page.

10. Megotiationss

when a number of conditional tencers are received
with different conditions in each tender it is necessary to
brinyg 211 the tenders on 8 common basis before A comparison
can be made. For tnis purpose the following three systems
are in voguet-

(1} Each special condition stipulated by the
Contractsr is evalusted and the evaluatesd 2nount loaded
an ta his tender. After such loading of tﬂnf ers is done,
negoilations are held only with the lowesi tenderer to
arrive At an agreenent accextabhle to batn thu narties.

(i} On analysing the tenders received, the {inal

terms and conditisns 2ccentable to the Orginisation are cecided,

Tiiereaiter all the tenders are called for necotiatizns and
are Aaske~ to submit fresh blds based on the finally accept-
able terms #nd consitions. This virtually omounts to spot

retendering by firms viio have originslly terndered.

{(iii) Two envelope system: In this system the
contrictor is reguired to submit the praice bid in a
sesarate sesled envelope 2nd the technical and commercial
conditions in = JEHErﬁLE envelope. The latter type of
envelopes are opened first and thersafier a set of accept-
able and unacceptoble * is drawn up. The Contractorsg
ara then reguired to suomit the additions or deductions
trom their teondered assunts with the modified szt of Aaccept-
able conditione. Thewmeadte:r the envelopez contrining the

prize ales are oarens A e contract awarded to the
igpwast Lendorer

Yery often it iz sz2n thot the above systematic
provo.curs 1s nodl tollowed Ang tenders witn unfcceptrhle
conagi tions noving financizl iamplications dre acceptcod

ar
undua Fayvaur i. SRR Y £“1L1n~ anly a few contractors
for medaxtiztians and lLewwving out the others.

L3. nnn-hgq}; niva ~n- tow roated ) temns:

Yoy eftien it is5 sean tnat the contractors quots

soacplative rates, Ath tne intenstion of getting the
puantities of abnorm~aliy nich rated items increased

T
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and the quantitics of abnormally low ratca itums cdicr. a
This rcsults in undu. favour to the contractor and a los:

to the¢ oxyanisation. For this purposc the market ratt :stimate
is very holpful in pinpointing the abnorm#lly high =n< low
rated itims, It is nccessary to »+:p a clos2 waten on the
gquantitics of such it:ms. '
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l4. Earncst Money:

£iv. o

In many ci#scs it was fuwond that there was no
nolicy in regard to tho carnesc money. Somektimes t.ri
without carncst moncy vxre conzidered 2na som
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wore reiected outrigint in order to favour a particuln:
contractor. The priaary purpos: of carncet moncy is Un
cnsure that the contrcator starts the work wiion Lig

tindir g accaptides In caze of his [ailuxe to do so, nis
cAarncel moncy is fori.itid, Thoerciore th. g.oncral policy
should ve that tondurs witiout carnost moncey will also

b2 wonsi derad but the contractor will be rogulf d to o gorit
carncst moncy will alzs bg considerod but the contractor
will be required to deowsit varngst wonoy in the prescrih,d
form vefor. the Seceoisng: Loth
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to specify in the contract the manner in vwhich the rates
for such items should be derived e.g. clause 12 of the
CeP.W.D. Contract Form. It is also essential that the
extra and substituted item statement 3long with their
suoporting analysis of rates preparad by the Architect
are carefully checked by the Enginec«rs of the Qrganisa-
tion. s

19 Issue of unstipulated materials:

The issue to a contracteor of materials which
are to be procured by the contractor is a deviation
from the contract. If at all it becomes necessary .to
issue such materials to a contractor, tiis should be
got aosproved by a senicr oflicer and the issue rate
fixed should be the hichest of the following 3 rate
(ormulne.-

"

.
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(i) The elenant ot the cost of the material
in the rate quoted by the contractor
for the finished items,

(i) The marizet rate prevailing,
iii) The stock iscue rate of the Orgnisation,

This will e¢nsure tnst no undue benefit accerues
to tne contractor.

20. Thenretizal rrouirowent_of comiunt and stenl and
other denoabtacntal torisl-s

At each runnin.g bill stage it is very essential
to calculnte the tneducticnl recuirement of cement, steel
or 2ny other departnantal mAtarial stigulated for issue
tn the cantr?muor. Thogs thearitical roquiréments should

b check:d witn the »-tual guantitics icsued to ensure
that +nﬁ specliied gquentitics bhave LYorn Used and that
Live balance with the cintractor in ot 2old in the

mark-t.

2. Alternative Ttemas

Jery often it is scen that alternative “rate
anly® items are provides without any cuantities in tender
decvnents. Contractor: invariably aeots exorbitant rates

Eor socn dhens bacsus s 2 maeesy corrrcoonding to such

renas mrs not refl. gt o I the eomsArative statement.
&S NG CONEZACE 1 2ol =) Yhese altesnalive Yoato
orly® jtems are operab.c Lo give a hugs undue benefit
b boe gontrnctor,. i s necassary for Arcihvitects ans

'
T

BN INCCYS LD makeup Toacii oaminds suout the itens to be
Chateliteds 1 Alternt 11 o & wens ohoayle Dy PreNizig Ln
g tepeler opeweciih.e LU vl 2kl ey sunh elivEys Bachiieg
UnCseo s ke 3 b X% ML 5 N 5T udP B vhaE Bl d zi%e for
siuch an Llums ecor-in, o the procedure Laid down

i the contract for .wir~ and substitoted items
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22 Eggzes Sgew. e of metepiale:

Soametines it is sazn that the guantities of
materizls iesu < to ihe rnntrﬁctﬁrf Al VOTY LN i*

excess of the rouircaents for the next tve "bo g
montns or even in cxMcacs of th: {total requiremenis
the whole wwrk. Ail cuch materials were sold by thsz

contractsrr in tihs market to obtain mare capital, a2nd
in many cases, ths cost of ths excess material couvld
not be recoversd from thc contractor.
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23, Subetitutions_ o favour the contractor :
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