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INTRODUCTION

l, tbe Chairnan, Committee on Public Undenakings (2016 2019) having

been authorised by the Committee io present the RePort on its behalf' present this

Tlventy Sixd report on Roads and Bndges Developnent Corporation of Kerala

I-imitea, based on rhe rePon of the comPtroller and Auditor C€oeral of India for

the year ended :f March, 2014 relating to the Public Sector Undertakings of the

State of Kerala.

The Report of the Complrotler and Auditor Ceneral of India for the year

ended on 31st March, 2014 was laid on the Thble of the House on 23-3'2015

The considerauon of the audrt p3rag|aphs included In thi' 'epon and lhe

€xamination of the deparamental witness in connection thereto were mado by the

Conmittee on Public Undertakings constitutpd for the y€ars 2014-2016'

This Repo( was considered and approved by the Conmittee (2016-2019) ar

its neeting held on 2-3'2017.

The Committee places on r€cord its aPpreciation for fie assistance rendereo

by the Accountaot General (Audil) Kerala, in the examination of the audit

paragraphs included in this report

The Committee wishes lo express thanks to the ofiicials of the Public Works

Department of the Gov€mm€nt Secletariat and the Roads and Bridges

Dereloprn"nl Corporation of Kerala Limited for placing lhe materials and

ioformation solicited in connection with the examination of the subject

The Committee also wishes to thank in Panicular the Secretaries to Govemment-

Public Works and Finance Departments-and th€ officials of $e Roads and Bridges

Developm€nt Corporation of Kerala Limit€d who appearcd for evid€nce and

assisied the Committee by placing theirviews before it'

ThiruvananthaPuram,

fth Mar€h,2017

C. DIVAKAiAN,

Choirnan'

Conmittee on Public Undettokings



REPORT
ON

ROADS AND BRIDGES DEVELOPMENT

CORPORATION OF KERALA LTMITED

AUDTT PARAGRAPH 3,5 (2013.14}

3.5 Loss of int€r€st

Loss of inerest of 1 16.23 lokh due to dilution of tender conilitions

Roads and Bridges Development Corporalion oi Kerala Limited (Compatry) is

engagcd in construction of Highways, Roads, Bypasses, Bridges, Over bridges etc.

The Company invited (January 2010) tend€rs for the work of construction of Road

Over Bridges (ROBS) at Pafappanangadi, Palakkad Town, Kainany, Payyannur and

Mulankunnatnukavu and Ihe wo* q.s awarded (Apnl 2010) ro GPT Infta PlojPch

Ltd. at the agreed Probable Arnount of Conlracl (PAC) of < 53.36 clor€. The terms

and conditions of tend€r provided ior payment of 10 per cpnt of contract price as

mobilisalion advance b€aring simlle inier€sl at 14 p€r c€nt per annum Accodingly,

the Company released (August 2010) { 534 crore as mobilisation advance to the

connactor. Th€ rate of interest is a cost factor which affects the quote of bidders.

CVC guidelines require that contratt sp€cificalions should not be modilied to the

benefit of th€ contractor after aldad of contract.

Audit noticed that subsequent to the awa.d of contracl, based on th€

requesr (June 2010) of the contraclor, th€ Company reduced (July 2010) interest

ral€ to 1l per cent on mobilisation advance which resulted in loss of interest to

rhe tun€ of { 13.25 lakh. Similarly, another contractor* also requested

(March 2012) for reductiotr of interest rate against t4 per ceot specified

(September 2010) in.ender to which Company agreed which resulted in loss of

interest of { 2.98lakh.

Thus, dilution of tender condiions after awarding th€ contfact in an

arbitrary malnerwhich resulted in loss of inter€st of t 16 23lald

' Chenydn varkey Con$tu'rion Conpanv{P)LLd For ronlh.tion of ROBsar Ponn ini,

Anayara, Thirunavava. Devdhar and Cheruvathur

17r12017.



z

The Management srared (November 2014) that rate of interest on
mobilisation advance was reduced to make ir comparable with market rates as
the interest on loans availed by the Company had come down.

The reply of rhe Company is not acc€ptable since the tender condition
stipulated l€vy oI interest on mobilisation advance at 14 per cent per annum
which was not subject to ally change depeniling on market rat€ of borrowings.

Thus reduction of interest rat€ on rhobilisation advance in violation of
tencler conditions after awarding the contmcts resulted in loss of interest of
t 16.23lakh.

The matrer was reponed (October 2014) to covernment and reolv is
a\a,aited (November 2014).

lThe Audit Paragraph 3.S conraired in the Repon of the Comptroller and
Arldrror General of India for rhe year ended 3tsr March. 2014.J

The Notes furnished by govelnmeoa on the Audir paragraph arc given in
Appendix II.

l The Committee enquired how the Company against the guidelires of
CVC could reduce the inrerest rare on mobilisation advance alter awardins the
contracr. The witness replied rhar lhe Board reduced lhe rare of inreresr o; rhe
basis of the request of the contractors in a pr€bid meeting which was conducted
lo ensure good participation of the contactors in tender process. Since the
Board oI Directors had decided to reduc€ the iDterest rate after tend€rins the
work, rhe Company could nor incorporare rt in |he render coodirjon.

2. The Commirtee was not at all satisfied with rhe reply and remarked
that by reducing rhe interest rale on mobilisauon advance in violarion of tender
condition, the Company bad suflereal a loss of inreresr of I 16.23 takh and
the Company had diluted the tend€r conalition to the b€nefit of th€ contractor.
The Comminee opin€d dlat if rhe Board had laken the decision for reducinq the
interesr ldle after pmcessing rhe tender thpn, ir had ro be made applcdbh;nly
from the next tender onwards allal rhe Committee sought explanarion in this r€qard.
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The witness disclosetl that thev had ratified the previous decision of the Boad and

while awarding the work, interest rate came down subs€quendy in the market also

anil in such a situation if the Board had not reduced thp int€r€st ratq nobody would

have come forwaral as bidders. He added that in dle pr€vious tender when the

interest rate was very hgh, $e participatioo of local contractors were very poor and

competition couLl be ensured only when ihe rate of interest was reduced The

Committe€ ilid not accept th€ explanations instead viewed the lm{air activities on the

part of the Company seriously. The Committ€€ was of opinion that the lapse was a

serious one. [t also fiImly slated that such illegal practices should not be repeated in

futur€.

ConclusioN/Recommendations

3. The Committee finds that the Company hns, in conrravening the

guidelnes of the CVC, diluted ih€ tender conditions blatantly by r€ducing thc

inter€st rate on mobilisation advant€. The Conrmittce, thercfore suggcar3 that

the Company should be meticulous in comPlying with a tEnd$ conditions'

ThiruvananthaPuram,
gth Marcb 2017.

C, DTVAKARAN,

Choirmon,

Committee on Public Unalertokings.



APPENDIX I
SUMMARY OF MAIN CONCLUSION/RECOMMENDATIONS

C o n c I u si ons/ Re c o m n e nd a ti on s

(4)
Public

Department

Thc Comm(lec jinds,r,or rr," Corpiffii in
conrravening rhe guideline\ of rhe CVC, drlured
rhe t€nder condilions blarantly by leducing the
rnrercst rale on mobrlisadon advance. Tt.
Commitree, th€refore suggests that the
Company shoutd be m€ticutous in complyir8
with all t€nd€r condirions
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