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P R E F A C E  

 

 

Regional Training Institute, Kolkata was declared as Knowledge Centre for Compliance 

Audit in August 2012. In pursuit of excellence in our assigned areas of Knowledge Centre, we 

attempt to bring out series of interesting cases of frauds / deviation from rules and regulation etc. 

reported and reflected in the Union Civil Compliance Audit Report of different Central Governments 

Departments, as case studies. In preparing the instant case study, the models adopted by INTOSAI 

and some other business schools have been followed. 

The case study ñAvoidable expenditure of ` 3.32 croreò has been prepared based on the 

Audit Para 10.1 appeared in Audit Report No. 13 of 2012-13 of Comptroller and Auditor General  of 

India ï Union Government Civil in respect of Department of Atomic Energy.. 

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

would help us in future. 

 

RTI, Kolkata 

September, 2013 

Arabinda Das 

Principal Director  
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Avoidable expenditure of ̀ 3.32 crore 

 

 

1. Background : 

 

The General Financial Rules, 2005, say that in high value purchases, bids should be obtained 

in two stages- the technical bid being evaluated first and the financial bid thereafter. As per Financial Rules, 

1978 of the Department of Atomic Energy (DAE), if limited tender value exceeds ` 3 crore, the concurrence 

of Member (Finance) of DAE is required. The time limit prescribed (2005) by the Directorate of Purchase 

and Stores(DPS), the centralized purchase unit of DAE, for processing two part tenders is that proposals for 

approval of Member (Finance)  be sent within six months from the date of raising of indents. 

One limited tender was invited (August, 2007) by DPS from three firms for manufacturing, 

material procurement, fabrication mockup, inspection testing and safe delivery of a óDischarge Assembly 

Transfer Caskô along with accessories at an estimated cost of ` 13 crore, against an indent (June, 2007). The 

due date of receipt was 24th September, 2007 and date of opening being 25th September, 2007 for technical 

bid while 30th November, 2007 for the price bid. There was a clause in the tender document viz. ñPurchase 

Preference Clauseò based on the Purchase Preference Policy prescribed by the Department of Public 

Enterprises, Govt. of India. According to the clause, 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 till 31st March, 2008 only.  

2. Environment: - 

 The procurement exercises adopted by DAE in the instant case revealed flaws in tender 

evaluation. For example, there was a consideration of an offer in favour of an entity, which was not eligible 

to be considered for the price preference benefit, at the price evaluation stage. There were protracted and 

inexplicable delays at various stages in processing the purchase case leading to rejection and retendering 

with the impact of an additional expenditure of ` 3.32 crore. 

 

3. Opportunity to Prevent irregularity :- 

 

i) DAE could avoid the additional expenditure by placing the purchase order on the lowest valid 

bidder in the first instance.  

ii)  DAE could avoid the additional expenditure if the timeline (6 months) prescribed by DPS for 

sending the proposal for approval of Member (Finance) was maintained. 

iii)  Central Manufacturing Technology Institute (CMTI) was not a Central Public Sector Enterprise, but 

a registered society. Hence it was not eligible to enjoy the benefit of price preference clause. 
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Therefore, DAE could avoid the additional expenditure by not accepting the certificate issued by 

Ministry of Commerce and Industries, Government of India for treating the CMTI, who was the 

second lowest bidder, as a CPSE with regard to price preference, as the certificate was submitted by 

CMTI on a date after the price bid was opened on 30 November 2007. This could be construed as a 

post-tender negotiation with a firm other than the lowest bidder in contravention of Central 

Vigilance Commissionôs (CVC) guidelines.  

 

4. Opportunity to detect and proving irregularity :- 

 

   Red Flag Indicators:- 

 

i) A limited tender was invited (August 2007) from three firms for manufacturing, material procurement, 

fabrication mockup, inspection testing and safe delivery of a óDischarge Assembly Transfer Caskô 

along with accessories at an estimated cost of ` 13 crore. But the tender was not processed within the 

time limit prescribed for getting the approval of competent authority. Hence, the purchase proposal was 

rejected by the competent authority and no purchase order was issued. 

ii)  A second tender was issued and the tender was ultimately awarded to the single tenderer who was 

incidentally the lowest tenderer on the 1st occasion. The difference in rates between the two occasions 

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

 

Follow up of Red flag: - Audit Examination and evidence collection. 

 

a) Acting on these red flag indicators, the Audit party conducted the scrutiny of Tender Register, Purchase 

Order Register, List of Central Public Sector Enterprise (CPSE), CVC guidelines and price Preference 

clause etc. and it was revealed that limited tender was invited (August 2007) from three firms.  

b) There was a clause in the tender document viz. ñPurchase Preference Clauseò based on the Purchase 

Preference Policy prescribed by the Department of Public Enterprises, Govt. of India. 

c) In course of detailed scrutiny of the tender documents it was found that Godrej was the lowest and the 

only eligible bidder on the opening of price bid. The DPS, however, accepted the Ministry of 

Commerce and Industryôs certificate submitted by the second lowest bidder (CMTI) on 5.12.2007, i.e., 

well after the opening of the price bid on 30 November 2007 for treating the second lowest bidder 

(CMTI) as a CPSE with regard to price preference. Detailed scrutiny also revealed that the second 

bidder was only a registered society and could not be considered as CPSE eligible for availing of the 

Price Preference clause. 

d) Negotiation was held with the 2nd lowest tenderer violating the CVC guidelines   permitting negotiation 

with the lowest bidder only.  

e) On scrutiny of relevant papers, it was noticed that after processing the case a proposal for approval, as 

required in the case, was sent to Member (Finance) DAE after a lapse of 10 months.  The instructions of 
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DAE, however, prescribed a time limit of six months from the date of raising the indent to sending the 

proposal for approval for processing such type of purchase. 

f)  Finally, Secretary, DAE turned down the proposal on the ground that PPP was no longer valid and 

instructed the DPS to issue a fresh limited tender. 

g) On scrutiny of fresh tender documents along with Purchase Order Register, it was assessed in audit that 

DAE has incurred an additional expenditure of ` 3.32 crore for not placing the purchase order on the 

lowest valid bidder at the first instance. 

5. Lessons Learnt: - 

i) DAE accepted the Ministry's certificate, submitted by CMTI after the opening of the price bid on 30 

November 2007, for treating the second lowest bidder (CMTI) as a CPSE with regard to price 

preference and that amounted to post-tender negotiation with a firm other than the lowest bidder  in 

contravention of Central Vigilance Commission (CVC) guidelines 

ii)  DAE considered the offer of the Central Manufacturing Technology Institute (CMTI), Bangalore as a 

Central Public Sector Enterprise but it was not eligible to be considered for the price preference 

benefits as it was a registered society only. Thorough scrutiny of tender documents along with the 

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

iii)  DPS and the indenting division had not adhered to the prescribed time frames causing unexplained 

delays at various stages in processing the purchase case, leading to rejection and retendering.  

iv)  DAE had incurred an additional expenditure of ` 3.32 crore for not placing the purchase order on the 

lowest valid bidder at the first instance. 

 

6. Enclosure for reference:- 

 

i) Audit Para 10.1 appeared in Audit Report No. 13 of 2012-13 of Comptroller and Auditor General of 

India ïUnion Government Civil in respect of Department of Atomic Energy. 

ii)  Draft Para issued to DAE. 

iii)  Reply of the Department on the Draft Para.  
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