
130/6

4. I am further to add that if the tender rates in any case exceed the current schedule of rates beyond the
permissible limit of 15% the tenders should be submitted to Govt of India for their prior approval.

5. I am to request that this may be brought to the notice of all concerned for necessary action, with the
clear instructions that all concerned should ensure that the revised estimate are submitted within one
month of the acceptance of tenders, this time limit being extended in totally unavoidable cases, upto
two months, but in no case, beyond that

No. NHlII/Coord/7/78
To

All State Governments & Administrations of Union Territories
( Departments dealing with National Highways).

Subject : Payment of escalation to contractors entrusted with the execution of Projects

I am directed to say that the Public Accounts Committee in their Report on Haldia Dock Pro-
ject have expressed unhappiness over the high escalation claims admitted in respect of some of the
contracts. The Committee have desired that Government should carefully examine the merit of the
claims keeping in view the relevant factors so that the Project is not saddled with high costs.

2. I am, therefore, to request that the observations of the Public Accounts Committee, as mentioned in
the preceding paragraph, may kindly be kept in view by all concerned while examining, dealing with
and processing the claims for escalation and extra payments preferred by contractors very carefully
regulated by their contract terms and conditions. I am also to add that necessary instructions may
please be issued to the State Chief Engineers concerned to ensure that situations leading to the escala-
tion and extra payments to contractors are avoided as much as possible and that these factors are also
kept by them in view while drawing up the contracts.

1130.13,

Dated the 12th July, 1978
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No. RW/N-7/MD/2101/W. Dated the 13th July, 1982.

To
The Secretary,
Public Works Departments
of all States and U.Ts.

Subject : Action taken notice on the recommendations of the PAC contained in their 88th Report (Seventh Lok Sabha ) on Para 13
of the Advance Report of the C & AG of India for the year 1979-80-Union Govt (Civil) on National Highways

I am directed to say that Public Accounts Committee, in its 88th Report (1981-82) on the Seventh Lok
Sabha, have made critical observations on one of the National Highway Projects in Tamil Nadu because
of the delay in the execution of work and excessive cost escalation. A copy of their observations is enclosed
for information and guidance. It would be observed therefrom that the Committee have recommended that
antecedents and past performance of the contractors should be thoroughly checked before awarding con-
tract relating to Central Sector Projects. The Committee has also felt that in view of the growing tendency of
the contractors to back out on contracts, it would be appropriate to undertake departmentally as many
works as possible. It is, therefore, requested that the observations/recoramendations made by Public
Accounts Committee may kindly be kept in view while awarding contracts for Central Sector Projects in
future.

OBSERVATIONS BY PAC REFERRED TO LR. NO. RW/N-7/MD/2101/W DT. 13.7.82

SLNo. Para No. Condusions/RecommendaOons

21 2.79 The Committee note that this work relating to widening and strengthening of the pavement in
National Highways No. 7 between Madurai and Kanyakumari was awarded to a contractor viz.. M/s.
Nilkanthan & Bros. Construction Pvt Ltd, Madras in February, 1974 at a cost of Rs 15.48 lakhs. The work
was to be completed within 8 months from the date of handing over of site, (i.e, 21st June, 1974). However,
the contractor discontinued the work after completing only part of the work with the result that the work
had to be entrusted to another contractor for Rs. 24.14 lakhs and the same was completed in July, 1979
only. The Committee further note that the estimate for the work has been revised thrice, the third revised
estimate was sanctioned by the Ministry in Jaqiiaiy, 1980 for Rs 27.02 lakhs against the original estimate of
Rs 14.61.lakhs. As against this, an expenditure of Rs 33.72 lakhs had been incurred on the work up to April.



1980. Thus there has been a cost escalation of more than 100 per cent Moreover, the work which was to be
completed in 8 months time actually took about 5 years.

22 2.80 The Committee cannot but express their dissatisfaction at this state of affairs. They are further con-
strained to observe that m sojne other case also, e.g, consthiction of a road bridge over Pamban, they have
noted the tendency on the part of contractors to back out of the agreements after completing only part of
work with the result that not only the work is delayed but it -also results in avoidable extra expenditure. The
Committee, therefore, recommend that the antecedents and past performance of the contractors should be
thoroughly checked before awarding contracts relating to such important works. The Committee feel that
in view of this growing tendency of the contractors to back out of contracts, it would be more prudent to
undertake departmentally as many works as possible-

23 2.81 The Committee note that a sum of Rs. 7.57 lakhs is due from M/s. Nilakanthan &. Bros. Construction
Pvt Ltd- Madras. The Committee recommend that speedy action may be taken by Government to recover
the amount from the contractor and the details of recovery intimated to the Committee early.

130.16
No. N-47/KR/396/82 Dated the 7th Sept 1982
To

All State Governments
( Deptts. dealing with National Highways).

Subject : Procedure for finalisation of tenders^Need for avoiding delays

I am directed to state that the Public Accounts Committee? in their 88th Report (Seventh Lok
Sabha) has adversely commented on the delay in the finalisation of tenders for a work on the
National Highway, and have instructed that such delays should not be allowed to recur in future.

2. An in-depth examination of the case in question, revealed that the delay ift settlement of tenders and
allotment of the work was primarily due to long post-tender correspondence between the State P.W.D.
and the tenderers to obtain various clarifications before the State Government could make final
recommendations to the Ministry for approval. The delay has also been due to incomplete recom-
mendations by the State P.W.D. at the time of submission oT the case which again required further
correspondence between the Ministry and the State P.W.D.

3. The procedure for expeditious handling of the tender cases has already been laid down in this Minis-
try Circular No. NHIII-30 (108)/72, dated 28.3.1973, and reiterated in this Ministry's letter No. PL-
30(62)/76, dated 26th June, 1976. It is once again requested that instructions/guidelines given in the
two above mentioned letters may be strictly followed. It may also be ensured that the tenders are
received in this Ministry at least a month and a half before the expiry of their validity since in some
cases it has been seen that the tenders are received for approval hardly a few days before the expiry of
the validity period. It would be appreciated that scrutiny of tenders and revised estimates, and obtain-
ing the concurrence from our Finance requires some reasonable time which in any case is not less
than a month or so.

4. In order to avoid unnecessary correspondence between the Department and the tenderers, the State
P.W.D. should ensure that the tender documents are made as complete as possible, especially with
regard to the technical requirements of the work. Further more, it may also be ensured that the,
reference made to the Ministry is complete in all respects and includes all relevant information
required for processing the tender and the revised estimate for obtaining approval of the finance.
Clear cut recommendations of the State Government would be necessary especially in respect of :
(a ) Reasonableness of the tender,

( b) Experience, technical competence and capacity of the recommended tenderer for carrying out the work within the time
frame of the contract and in accordance with the specifications laid down; and

(c) In case of a single tender, whether recall of tenders would be advisable or not; and if tendered rates are very high, full
justification for accepting such a tender.

5. It has also been seen in a few cases that considerable time is lost in furnishing additional information
of clarifications sought for by the Ministry from (he State P.W.D. Such delays should be avoided and
necessary information furnished promptly on priority basis.

6. It is requested that these guidelines may be brought to the notice of all concerned officers in the State
P.W.D./State Government dealing with works on National Highways or other Centrally aided works
where approval from the Ministry is sought for acceptance of tenders.
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