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MESSAGE

Punitive action alone need not be the main
function of vigilance organisations. ‘Prevention is better
than cure’ is a common adage, which is very relevant in
the working of all Government organisations. Adherence
to management policies and procedures in all areas,
particularly in the award and execution of works/
contracts is of vital importance to all the organisations.
CTE organisation, in the Commission has been making a
very positive contribution in this area not only by
conducting systematic examination of works/ contracts
but has also issued various booklets, highlighting the
common lapses along with guidelines to deal with these
deficiencies in contracts. However, certain irregularities
of general nature, persist in most organisations. The
common shortcomings observed in contracts along with
guidelines to deal with these have been brought out in
this publication in a very lucid and illustrative manner.
We are sure the executives of all Government
organisations and PSUs will find this booklet very useful.
This shall help them making the contract management

more efficient and transparent.

Central Vigilance Commission 1



We highly commend the efforts put in by the Chief
Technical Examiner and his inspection teams in bringing
out this booklet.
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PREFACE

The shortcomings observed during the course of
intensive examination of various work§7contracts by CTE
Organisation are brought to the notice of CVOs for
suitable corrective action. While the pre ponderant
objective of such examinations is to detect malpractices
in the award and execution of works/contracts, it has also
been our endeavour to help improve the systems in the
organisations so that recurrence of such shortcomings
is prevented.' Keeping this perspective in view, a number
of booklets highlighting common lapses in various types
of contracts along with guidelines for improvement have
been 1ssued by the Commission. In addition, we have
also 1ssued circulars on specific issues like ‘appointment
of consultants’ and ‘award of contracts on back-to-back
basis’ etc. in the recent past. The level and extent of
interaction with the officials, during inspections has also
been stepped up.

However, it is observed that certain common
irregularities continue to plague the system in a large
number of organisations. Any mismanagement in the
award and execution of works/contracts not only results
in heavy leakages of revenue but also adversely affects
the image and profitability of the organisation. With a
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view to contain malpractices and make the process of
contract management more transparent and efficient, this
small booklet in the form of a ready reckoner is being
issued. The important issues have been itemised and
explained with illustrative examples of recent
inspections. It is expected that this ‘yet another’ booklet
shall help improve the procedures and systems in the
organisations and make contract management more
transparent and effective.

Any omission or suggestion may please be brought
to the notice of the undersigned.

(M.P. JUNEJA)
Chief Technical Examiner

New Delhi
April, 2004

4 Central Vigilance Commission



SHORTCOMINGS OF GENERAL NATURE
| OBSERVED DURING INTENSIVE
EXAMINATION OF WORKS/CONTRACTS

PROJECT GENESIS

O Formulation of a project proposal generally forms the first
step in the process of undertaking a work. Organisations,
as has been noticed undertake works, at times without
clearly examining the need & viability for this. Modern
management techniques like pay back period, discounted
cash flow, NPV, IRR, technical and market analysis, etc.
are not utilized. With the opening up of the Indian economy
to national and global competition, failure to examine the
fluid market scenario can result in wasteful and infructuous
expenditure which may adversely affect the viability of the
project and bleed the balance sheet.

> A steel PSU processed a case for supply & installation
of certain equipments for upgradation of their plant.
After having finalized the tenders, the contractor was
allowed to supply the equipments. In the meantime the
PSU dropped the original proposal to upgrade the plant
resulting in the junking of material worth several crores
of rupees. Thus before acting on a proposal, the
requirements need to be thoroughly examined taking
the long term aspects into consideration.

> In another case, a Port Trust, while replacing the existing
wharf cranes of 3 tonne and 6 tonne capacity, decided
to go in for 10 tonne capacity cranes. On analysing the
cargo handled in the preceding years as also the future
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