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PREFACE

Regional Training Institute, Kolkata was declared as Knowledge Centr@dimpliance
Audit in August 2012. In pursuit of excellence in our assigned areas of Knowledge Centre, we
attempt to bring out series of interesting casefafds / deviation from rules and regulation etc.
reported and reflected in thénion Civil Compliance Audit Repoxtf differentCentralGovernments
Departmentsas case studies. In preparing the instant case study, the models adopted by INTOS/
and some ther business schools have been followed.

T he ¢ as Avoidablaiekpendifure of3.32crored has been prepar
Audit Paral0.1lappeared irAudit ReportNo. 13 of 201213 of Comptroller and Auditor Generalf
Indiai Union Government Civiin respect of Department of Atomic Energy

| hope that the readers would benefit from this .The suggestion, if any, are welcome anc

would help us in future.

RTI, Kolkata
September2013

Arabinda Das
Principal Director
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Avoidable expenditure of” 3.32 crore

1. Background:

The GeneralFinancialRules 2005 say thatin high value purchasebids should be ohined
in two stagesthe technical bid being evaluated first and the financial bid thereAfgyer Financial Rules
19780f theDepartment of Atomic EnergdDAE), if limited tender value exceed$ crore, theconcurrence
of Member(Finance)of DAE is required The time limitprescribed2005) by the Directorate of Purchase
and Stores(DPS), the centralized purchase unit of DAE, farepsing two part tenders ikat proposals for

approval of MembefFinance) be sent within six months from the date agirag of indents.

One limited tender was invited (Augu2007) by DPS from three firms fonanufacturing,
material procurement, fabricatianockup, inspection est i ng and safe deliver
TransferCaskbalong with accessories at astinated cost 0of13 crore against an indent (June, 200The
duedate of receipt wag4™" September, 2007 and date of opening beirtty2&ptenber, 2007 for technical
bid while 30" November, 2007 fothe price bid There was a clause in therder document viz.i Pur ¢ h a
Preference Clauseo based on the Purchase Hcef
Enterprises, Govt. of India. According to the clagws€entral Public Sector Enterpri€@PSE)participating
in a tendemwould get purchse preference over other participating private sector fipnwsjided, (i) its offer
was technically suitable, (ii) the difference of pripeoted by it and the lowest priced offer was within 10
per centand (iii) theCPSE was willing to match the lowestajed priceThe Price Preference Policy (PPP)
of the Department of Public Enterprissas valid till 3E*March 2008only.

2. Environment:-

The procurement exercisedopted by DA in the instant case revealed flaws tender
evaluation For example, therwas aconsideratiorof an offerin favour ofan entity which was notligible
to be considered for the price preferem@nefit at the price evaluatiostage.There were protracteand
inexplicabledelays at various stages in processing the puratessdeading to rejection andetendering

with the impactof anadditional expenditure 0f3.32 crore

3. Opportunity to Prevent irregularity :-

)] DAE could avoidthe additional expenditurdy placingthe purchase order on the lowest valid
bidder in the firsinstance.

1)) DAE could avoidthe additional expenditure if the timelingd months) prescribed by DPS for
sending the proposal for approval of Memfi@nance) wasnaintained.

iii) Central Manufacturing Technology InstituNITI) was not a Central Public Secténterprise, but
a registered societyHence it was not eligible to enjoy the benefit mice preferenceclause.
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Therefore,DAE could avoidthe additional expenditurdy not accepting theertificateissued by

Ministry of Commerce and Industries, Governmen India for treatingthe CMTI, who was the
second lowest biddeas a CPSHhvith regard tqorice preferenceas the certificate wasubmitted by
CMTI on a date aftethe price bidvas openedn 30 November 2007 his could be construed as a
posttender mgotiation with a firm otheithan the lowest biddem contravention of Central

Vigilance Commissiod €CVC) guidelines

4. Opportunity to detect and proving irregularity :-
Red Flag Indicators:-

)] A limited tender was invite@August 2007)¥rom threefirms for manufacturing, material procurement,
fabrication mockup, inspectionetst i ng and safe del i v e ragsfer€dsko a
along with accessories at an estimated costl8fcrore But the tender w&s notprocessedvithin the
time limit prescribed for gettinthe approval of competent authoritidence the purchase proposal was
rejeced by the competent authority anolpurchase order was issued

i) A second tender was issued and the tenderuki@asately awarded to the singtendererwho was
incidentally the lowestenderer orthe Pt occasionThe difference in rates betwedrettwo occasions

of Rs.3.32 croréad to be borne by the DAE as an additional expenditure

Follow up of Redflag: - Audit Examination and evidence collection

a) Acting on these red flag indicatothe Audit party conducted the scrutinyTénder RegisteRurchase
Order RegisterList of Central Public Sector Enterprise (CPSEYC guidelinesand price Preference
clauseetc.and it was revealed thamited tender wa invited (August 2007) from three firms

b) There was a clause in the tender document Vi
Preference Policy prescribed by the Department of Public Enterprises, Govt. of India

¢) In course of detailed scruyirof the tender documeniswas found thaGodrejwasthe lowest andhe
only eligible bidder on theopening of pricebid. The DPS however, accepted the Minisy of
Commer c e a nckrtificatedubrsitted kyy dhe second lowest bidder (CMaih) 5.122007,i.e.,
well after the opening of the price bith 30 November 2007 fareatingthe second lowest bidder
(CMTI) as aCPSEwith regard to price preferenc®etailed scrutiny also revealed that the second
bidder was only a registered society azuaild rot be considereds CPSE eligible for availing of the
Price Preference clae.

d) Negotiation was held with the"@owest tendear violating the CVC guidelinespermitting negotiation
with the lowest bidder only

e) On scrutiny of relevant paperis was notced that after processing thease a proposal for approyvak

required in the case, was sent to Member (FinaDéd] after a lapse of 10 months.hd instructions of
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9)

DAE, however prescribed a time limit of six monttiom the date ofaising the indenta sending the
proposal for approvdbr processing suctype ofpurchase

Finally, Secretary, DAE turned down the proposal the groundhat PPP was no longer valid and
instructed the DPS to issue a fresh limited tender.

On scrutiny of fresh tender documealong with Purchase Order Register, it was assessed in audit th:
DAE has incurred an additional expenditure’ 8f32 crorefor not placing the purchase adon the

lowest valid bidder athe first instance.

5. Lessors Learnt: -

i)

ii)

DAE accepted thlinistry's certificate submitted by CMThfter the opening of the price bouh 30
November 200/ for treatingthe second lowest biddeCiTIl) as a CPSEwith regard to price
preferenceand thatamounted to podender negotiation with a firm othénan the lowesbidder in

contravention of Central Vigilance Commission (CVC) guidelines

DAE considered the offer of the Central Manufacturing Technology Ins{i@N& I), Bangaloreas a
Central Public Sector Enterprise butwas not eligible to be considered for thece preference
benefits ast wasa registered society onlyrhorough scrutiny of tender documents alawigh the

eligibility certificates are essentially required to be examined at the time of processing such cases

DPS and the indenting division hadtramlhered to the prescribed time frames causing unexplainec

delaysat various stages in processing the purchase case,ddadejection and retendering.

DAE hadincurred an additional expenditure d.32 crore for noplacingthe purchase orer on the

lowest valid bidder athe first instance.

6. Enclosure for reference:

1)

i)

ii)

Audit Para 10.1 appeared in Audit Report No. 13 of 2022f Comptroller and Auditor General of
India’ Union Government Civil in respect of Department of Atomic Energy.

Draft Parassued to DAE.

Reply of the Department on the Draft Para.
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Report No. 13 of 2012-13

CHAPTER X : DEPARTMENT OF ATOMIC ENERGY

10.1 Avoidable expenditure of ¥ 3.32 crore

Failure of the Directorate of Purchase and Stores under the Department
of Atomic Energy in adhering to the purchase procedure and consequent
delay in finalising a purchase proposal within the validity period resulted
in avoidable expenditure of T 3.32 crore.

The General Financial Rules, 2005, enjoin that in the case of high value
purchases, bids should be obtained in two stages, with the technical bid being
evaluated first and the financial bid thereafter. As per the Exercise of Financial
Rules, 1978 of the Department of Atomic Energy (DAE), cases involving
limited tenders with financial outlays exceeding ¥ three crore are required to
be sent for the concurrence of the Member (Finance), DAE. The timelines
prescribed (2005) by the Directorate of Purchase and Stores (DPS), the
centralized purchase unit of DAE, for processing two-part tenders specify that
proposals for approval of the Member (Finance) should be sent within six
months from the date of raising of indents.

The DPS received an indent raised in June 2007 for manufacturing of a
discharge assembly transfer cask' from the Light Water Reactor Division of
the Bhabha Atomic Research Centre. It invited (August 2007) limited tenders
from three firms for manufacturing, material procurement, fabrication
mockup, inspection testing and safe delivery of a discharge assembly transfer
cask along with accessories at an estimated cost of ¥ 13 crore, with the due
date for receipt of tenders being 24 September 2007.

The tender document included a Purchase Preference clause’, according to

which, a Central Public Sector Enterprise (CPSE) participating in a tender
would get purchase preference over other participating private sector firms,
provided, (i) its offer was technically suitable, (ii) the difference of price
quoted by it and the lowest priced offer was within 10 per cent and (iii) the
CPSE was willing to match the lowest quoted price. The Price Preference
Policy (PPP) of the Department of Public Enterprises was valid only till 31
March 2008.

The DPS received offers from M/s. Godrej & Boyce, Mumbai (Godrej) and
the Central Manufacturing Technology Institute (CMTI), Bangalore. On
opening of the technical bids on 25 September 2007, both the bidders were

! Transfer cask is required to transfer the spent fuels to spent fuel storage pool.
% This clause was based on the Purchase Preference Policy prescribed by the Department of
Public Enterprises, Government of India. This policy was discontinued atter 31 March, 2008.

77
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Report No. 13 of 2012-13

declared as technically qualified. The price bids were opened on 30 November
2007. Godrej quoted a basic price of X 11.35 crore’, whereas CMTI quoted
7 12.18 crore’. The indenting division conveyed (28 December 2007) its
recommendation for placing the order on CMTIL. After due negotiations, CMTI
agreed (January 2008) to match its price with that of Godrej at I 12.77 crore
(post tax). The Stores Purchase Committee (SPC) approved the proposal for
the purchase on 30 January 2008.

Scrutiny in audit revealed the following:

€)) Godrej was the lowest bidder after opening of the price bids. However,
subsequent to opening the bids, CMTI submitted a letter on 6
December 2007, along with a certificate issued by the Ministry of
Commerce and Industry, Government of India dated 5 December 2007
that the firm may be treated at par with CPSUs with regard to price
preference. It is to be noted that CMTI was a registered society and not
a CPSE and was thus not covered under the Purchase Preference
Clause. The decision of DAE to accept the offer of CMTI, which was
not a CPSE was, therefore, irregular.

(i1) Despite Godrej being the lowest and the only eligible bidder on the
opening of price bids, DPS accepted the Ministry's certificate for
treating CMTI at par with CPSEs with regard to price preference, even
though this certificate was received after the opening of the price bid
on 30 November 2007.

(iii)  As this case was being processed on a limited tender basis and had a
financial outlay exceeding ¥ three crore, it required the approval of the
Member (Finance), DAE. While the instructions of DAE prescribed a
time limit of six months for processing such purchase cases, it was
observed that in the instant case, the proposal was sent to the Member
(Finance) DAE for approval only on 21 April 2008, i.e. 10 months
after raising of the indent. Secretary, DAE turned down the proposal
on 29 July 2008 on the ground that the validity of the PPP was no
longer valid and instructed the DPS to issue a fresh limited tender.

(iv) It was observed that there were considerable delays within the DPS in
examining the proposal. As against the prescribed time limit of six
months for processing such purchase cases, the DPS took two months
to issue the limited tender inquiries to the three firms and a further

3 Post tax price of T 12.77 crore.
“ Post tax price of ¥ 13.70 crore.

78
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