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Preface 
 

This Report for the year ended 31 March 2020 has been prepared for submission 

to the Governor of the State of Rajasthan under Article 151 of the Constitution 

of India and Section 19A of the Comptroller and Auditor General’s (Duties, 

Powers and Conditions of Service) Act, 1971, as amended from time to time.  

The Report is in two parts. Part-1 of the Report contains significant findings of 

compliance audit of the 12 State Government Departments and Part-2 deals with 

the results of compliance audit of 30 State Public Sector Undertakings 

(Government Companies and Statutory Corporations) conducted under the 

Comptroller and Auditor General’s (Duties, Powers and Conditions of Service) 

Act, 1971 and Regulations on Audit and Accounts, 2020 issued thereunder by 

the Comptroller and Auditor General of India. 

The instances mentioned in this Report are those, which came to notice in the 

course of test audit during the period 2019-20 as well as those which came to 

notice in earlier years but could not be reported in the previous Audit Reports; 

instances relating to the period subsequent to 2019-20 have also been included, 

wherever necessary. 

The audit has been conducted in conformity with the Auditing Standards, 2017 

issued by the Comptroller and Auditor General of India. 
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This Report contains 13 Paragraphs involving ` 136.23 crore, some of the 

significant audit findings are mentioned below: 

Part-1: Compliance Audit Observations relating to State 

Government Departments 
 

General 

Response of the Government/Departments to Audit observations 

The Accountant General (Audit-II), Rajasthan, Jaipur audits the 

Government/Departments to test check the transactions and verify the 

maintenance of important accounts and other records as prescribed in the rules 

and procedures. These inspections are followed by Inspection Reports (IRs) 

which incorporate irregularities detected during the audit and not settled on the 

spot. Analysis of Inspection Reports issued upto March 2020 disclosed that  

17,119 paragraphs involving ` 24,383.73 crore relating to 3,644 IRs issued for 

these departments remained outstanding at the end of September 2020. 

(Paragraph 1.5) 

Coverage of this part of the Report 

This Part contains seven paragraphs. Total recoveries made at the instance of 

Audit during the year under Report aggregated to ` 36.38 crore  

(Paragraph 1.7) 

Taxes on Vehicles  

The office conducted audit of 16 units of Transport Department. The major  

audit findings noticed are: 

Taxes on motor vehicles not realised  

Motor vehicle tax, surcharge and penalty amounting to ` 4.03 crore in respect 

of 334 vehicles were not paid by vehicle owners. The Department, however, 

did not initiate action to realise the dues.  

   (Paragraph 2.4) 

Realisation of outstanding instalments of lump-sum tax 

Lump-sum tax, surcharge and penalty amounting to ` 2.17 crore were not 

deposited by 249 transport vehicle owners. The Department, however, did not 

initiate action to realise the tax due.  

      (Paragraph 2.5) 

Overview 
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Mining Receipts 

The office conducted audit of 43 units of Mines and Geology Department. The 

major audit findings noticed are: 

Non-recovery of cost of illegally excavated mineral  

Department, despite being aware that short term permit holder had utilised 

51,125 MT mineral masonry stone over and above the permitted quantity, 

failed to recover ` 86.91 lakh, being cost of mineral 

(Paragraph 2.9) 

Non- recovery of Government revenue 

Department refunded the bank guarantee and security deposit without ensuring 

complete recovery of contract amount and interest on belated payment, as 

Demand and Collection Register was not maintained. 

(Paragraph 2.10) 

Forest Department 

Avoidable expenditure on maintenance of plants  

Growing seedlings/plants without proper survey of the actual requirement 

resulted in avoidable expenditure of ` 1.12 crore on maintenance of plants 

during the year 2019-20. 

(Paragraph 3.1) 

Public Works Department 

Irregular expenditure under Central Road Fund 

The Central Road Fund was established for the (i) development and 

maintenance of national highways; (ii) development of the rural roads;  

(iii) development and maintenance of other State roads including roads of 

inter-State and economic importance; (iv) construction of roads either under or 

over the railways by means of bridges and erection of safety works at 

unmanned rail-road crossings and (v) such projects as may be prescribed.  

As per the Central Road Fund guidelines, the sanction for the excess/extra 

items to be executed was to be taken from the Ministry of Road Transport and 

Highways. Scrutiny of records of three divisions of Public Works Department 

revealed that the State Government took decisions at its own level and 

incurred ` 11.06 crore on excess/extra items without approval of the MoRTH. 

It reflects the lack of internal controls on the part of Department to ensure 

compliance with the procedure prescribed for Central Road Fund. 

(Paragraph 3.2) 
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Industries Department 

Blocking of funds due to laxity of decision 

Failure of Government and Urban Improvement Trust, Bhiwadi to ensure 

timely action at various stages of construction of flats for economically 

weaker section resulted in blocking of ` 2.09 crore which deprived the 

beneficiaries of the intended benefit. 

(Paragraph 3.3) 

Part-2: Compliance Audit Observations of State Public Sector 

Undertakings 

This Part includes six draft paragraphs highlighting important audit findings 

emerging from test check of transactions of the State Government Companies 

and Statutory Corporations. 

Rajasthan State Road Development and Construction Corporation 

Limited 

Thematic Audit on ‘Construction activity of Rajasthan State Road 

Development and Construction Corporation Limited’ 

A thematic audit on ‘Construction activity of Rajasthan State Road 

Development and Construction Corporation Limited’ for the period 2016-17 

to 2019-20 was conducted. Major audit finding noticed are: 

Achievement of Objectives 

 The objective behind instituting the Company was to act as a specialised 

agency for carrying out construction activities, and thus ease the financial 

burden on the Government. This remained unmet, as the Company had a 

very limited share i.e. only 11.36 per cent in roads and bridges constructed 

in the State. 

Adoption of Advanced Techniques and Sustainable Practices  

 The Company did not evolve a mechanism to explore/adopt 

technologically advanced, eco-friendly and sustainable practices and thus 

not only lost the opportunity of controlling the construction/ repairing cost 

of the roads but also failed in disposal of plastic waste which is hazardous 

to the environment. 

Execution of Projects 

 The Company was not prompt and effective in executing the undertaken 

projects as per the schedules envisaged in MOA/work orders as there were 

instances of delay in awarding (from 15 months to 33 months) and 

executing the projects (upto 43 months in 54 per cent of the completed 

projects). Further, it did not analyse the reasons of delay, to take effective 

steps for avoiding the time overrun in implementation of projects. 
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Compliance of provisions of RTPP Act/Rules 

 The Company did not maintain the requisite documents to assess the 

procurement and supply of cement. Further, the Company failed in 

complying with the provisions of the RTPP Act/Rules relating to rate 

contract and also in controlling the regular fluctuations in the contracted 

rates of cement to safeguard its financial interest. 

Utilisation of newly purchased machines 

 Six dumpers/ tippers and two DG sets worth ₹ 1.88 crore were not utilised 

for 21 months and 12 months respectively from purchase. 

Financial Management 

 Financial management of the Company was not robust as directions of the 

State Government for charging overhead was not complied with. 

Directions of the COPU relating to restricting the execution of works to 

the level of funds received was also not ensured as the Company released 

₹ 23.47 crore in excess of the available funds in selected seven cases. 

Further, levy of liquidated damages as per the terms and conditions of the 

work orders and recovery of outstanding dues from the clients (₹ 87.56 

crore as on 31 March 2021) was also not ensured.  

Management of Quality Control 

 Audit analysis revealed that Unit offices failed to ensure quality control, as 

the laid down MORTH/Company’s specifications for bitumen content in 

construction of road have not been adhered to in respect of 18 road works. 

 Further, efficacy and effectiveness of the quality control inspections 

carried out by the QC wing was not monitored. 

Oversight and Monitoring 

 System for monitoring the progress of the works in a periodic manner and 

taking corrective steps for removal of the hindrances was not ensured. 

 (Paragraph 2.1) 

Rajasthan State Industrial Development and Investment 

Corporation Limited 

Avoidable payment of interest of ₹ 6.24 crore 

The Company delayed in initiating action to adhere to the provisions of the 

Income Tax Act which led to payment of avoidable penal interest of  

₹ 6.24 crore. 

(Paragraph 2.2) 
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Rajasthan Rajya Vidyut Utpadan Nigam Limited 

Lack of adequate checks and balances led to short receipt of idle freight 

worth ₹ 1.90 crore  

Two Thermal Power Stations of the Company did not put in place adequate 

checks and balances and resultantly, failed in identifying non-adjustment of 

Goods and Service Tax on the idle freight reimbursed by South Eastern 

Collieries Limited for 2017-20. The Company suffered a minimum loss of  

₹ 1.90 crore, due to lack of proper internal checks. 

(Paragraph 2.3) 

Jaipur Vidyut Vitran Nigam Limited, Ajmer Vidyut Vitran Nigam 

Limited and Jodhpur Vidyut Vitran Nigam Limited 

Mandatory pre-requirements of obtaining administrative approval and 

government guarantee were bypassed for availing loans worth ₹ 4,121 crore 

Three distribution companies (DISCOMs) availed loans worth ₹ 4,121 crore 

without adhering to the mandatory pre-requirements of obtaining 

administrative approval and arranging guarantee on loans from the State 

Government. Irregular financial behaviour of DISCOMs deprived them of 

discount in interest worth ₹ 9.36 crore. The DISCOMs also incurred ₹ 35.13 

crore on guarantee commission paid for a period during which the guarantees 

extended by the State Government were not valid. 

(Paragraph 2.4) 

Jodhpur Vidyut Vitran Nigam Limited 

Non-mapping of business rules led to short levy of penalty/charges 

Non-mapping of business rules/formula in the billing system and computation 

of excess drawal of energy and penalty amount manually led to short levy of 

penalty/charges for excess capacity utilisation to the tune of ₹ 2.80 crore. 

(Paragraph 2.5) 

Jaipur Vidyut Vitran Nigam Limited 

Distribution Franchisee Arrangements 

Several shortcomings were noticed in the implementation of Distribution 

Franchisee Arrangement by the Company both at the planning and execution 

stage. Firstly, no fresh exercise was conducted to identify areas of High and 

moderate losses before sending the proposal to the STF. DFs could be 

appointed only for two out of three cities/areas identified covering only 5.39 

per cent of total energy drawn as against 25 per cent envisaged by the STF. 

The clauses of the DFAs related to installation of check meters and main 
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meters, formula for computing ABR, submission of information/data to 

independent auditor were defective/deficient which led to non-recovery of 

dues worth ₹ 28.25 crore. Further, non-adherence to several provisions of the 

DFAs viz. unauthorized capital expenditure in DF areas, delay in appointment 

of independent auditor, non-issue of notices of critical default was noticed. 

The Company also allowed unwarranted adjustments of  

₹ 1.23 crore on account of rebate on non-replacement of defective meters. The 

Company could not ensure recovery of huge arrears that existed at the time of 

handing over as well as current dues belonging to Government 

instrumentalities (₹ 124.37 crore). Further, the Company adjusted the input 

energy dues by extending credit of ₹ 15.48 crore to DFs for the dues accrued 

upto March 2019. Audit is of the view that the Company needs to streamline 

its processes to address the various shortcomings highlighted by Audit. 

 (Paragraph 2.6) 
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1 

CHAPTER-I: General 
 

1.1 Introduction 

This part of Report of the Comptroller and Auditor General of India (C&AG) 

relates to the matters arising from Compliance Audit of 12 Departments1 of the 

Government of Rajasthan. 

Compliance audit refers to the examination of transactions relating  

to expenditure, receipts as well as assets and liabilities of audited entities to 

examine and report on their compliance to the provisions of the Constitution of 

India as well as other applicable laws, rules, regulations and various orders and 

instructions issued by competent authorities. Compliance audit also includes 

an examination of the rules, regulations, orders and instructions for their 

legality, adequacy, transparency, propriety and prudence. The basic purpose 

of the Report is to bring to the notice of the State Legislature, important results 

of the audit. Auditing Standards require that the materiality level for reporting 

should be commensurate with the nature, volume and magnitude of 

transactions. The findings of audit are expected to enable the Executive to take 

corrective measures and also to frame policies and directives that will lead to 

improved financial management of the organisations, thus, contributing to 

better governance.  

This chapter, in addition to explaining the planning and extent of audit, 

provides information on follow-up of previous Audit Reports.  

1.2 Profile of Audited Entities 

The Departments are headed by Additional Chief Secretaries / Principal 

Secretaries / Secretaries, who are assisted by Commissioners /Deputy 

Secretaries and subordinate officers. Audit observations on State Public Sector 

Enterprises are covered in Part -2 of this report.  

A brief profile of the 12 departments covered in this part of the report, is 

discussed in Appendix-1. 

The summary of fiscal operations of Government of Rajasthan during the year 

2018-19 and 2019-20 is given in Table 1.1: 

 

 

                                                 
1  Civil Aviation Department, Environment Department, Factory and Boilers Department, 

Forest Department, Industries Department, Mines and Geology Department, Public 

Health and Engineering Department, Public Works Department, Science and 

Technology Department, State Enterprises Department, Rajasthan State Motor Garage 

Department and Transport Department. 
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Table 1.1: Summary of Fiscal Operations 

(` in crore) 

Receipts Disbursements 

 2018-19 2019-20  2018-19 2019-20 

Section-A: Revenue Account 

Tax Revenue 57,380.34 59,244.98 General Services 54,364.06 56,186.29  

Non-Tax Revenue 18,603.01 15,714.16 Social Services 65,686.92 68,313.23 

Share of Union 

Taxes/Duties 

41,852.35 36,049.14 Economic Services 46,722.12 51,985.51 

Grants-in-aid  from 

Government of India 

20,037.32 29,105.53 Grants-in-aid and 

Contributions 

0.09 0.07 

Total Section-A 

Revenue Receipts 

1,37,873.02 1,40,113.81 Total Section-A 

Revenue 

Expenditure 

1,66,773.19 1,76,485.10 

Section-B: Capital Account and others 

Miscellaneous 

Capital Receipts 

20.13 20.42 Capital Outlay 19,638.20 14,718.05 

Recoveries of Loans 

and Advances 

15,158.41 15,669.75 Loans and Advances 

disbursed 

1,113.09 2,255.18 

Public Debt 

Receipts* 

37,846.82 46,173.72 Repayment of 

Public Debt* 

16,914.80 20,032.69 

Contingency Fund - - Contingency Fund - - 

Public Account 

Receipts# 

1,70,527.88 1,93,165.05 Public Account 

Disbursements# 

1,60,570.22 1,79,741.07 

Opening Cash 

Balance 

9,376.99 5,793.75 Closing Cash 

Balance 

5,793.75 7,704.41 

Total Section-B 

Receipts 

2,32,930.23 2,60,822.69 Total Section-B 

Disbursements  

2,04,030.06 2,24,451.40 

Grand Total (A +B) 3,70,803.25 4,00,936.50 Grand Total (A+B) 3,70,803.25 4,00,936.50 

Source: Finance Accounts of the respective years 

* Excluding net transaction under Ways and Means advances and overdraft. 

# Figures of Public Account Receipts/Disbursements are shown on gross basis.  
 

1.3 Authority for Audit 

The authority for audit by the C&AG is derived from Articles 149 and 151 of 

the Constitution of India and the Comptroller and Auditor General’s (Duties, 

Powers and Conditions of Service) Act, 1971. 

The Accountant General (Audit-II), Rajasthan, Jaipur conducts audit of 

receipts and expenditure of Departments, including Public Sector 

Undertakings and Autonomous Bodies of the Government of Rajasthan under 

the provisions of the C&AG’s (Duties, Powers and Conditions of Service) Act, 

1971. The principles and methodologies for various audits are prescribed in 

the Regulations on Audit and Accounts, 2020 and Auditing Standards, 2017 

issued by the C&AG.  

1.4 Planning and conduct of audit 

Audit process starts with the assessment of risk of various Government 

departments /organisations / autonomous bodies and schemes /projects, etc. Risk 

assessments are based on quantum of expenditure, criticality of activities, 

position of overall internal control systems and the concerns of stakeholders. 

Previous audit findings are also considered in this exercise. During 2019-20, 
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audit of 683 units of 16 departments2 was carried out.  

An Inspection Report containing audit findings is issued to the head of the 

unit, after completion of audit of each unit. The units are requested to furnish 

replies to the audit findings within one month of receipt of the Inspection 

Report. Whenever replies are received, audit findings are either settled or 

further compliance is advised. The important audit observations arising out of 

these Inspection Reports are processed for inclusion in the Audit Reports. 

1.5 Response of the Government/Departments to Audit 

observations 

The Accountant General (Audit-II), Rajasthan, Jaipur audits the 

Government/Departments to test check the transactions and verify the 

maintenance of important accounts and other records as prescribed in the rules 

and procedures. These inspections are followed by Inspection Reports (IRs) 

which incorporate irregularities detected during the audit and not settled on the 

spot.  

Analysis of IRs issued upto March 2020 disclosed that 17,119 paragraphs 

involving ` 24,383.73 crore relating to 3,644 IRs issued for these departments 

remained outstanding at the end of September 2020. The figures as on 

September 2020 along with the corresponding figures for the preceding two 

years are given in the Table 1.2: 

Table 1.2 

Particulars 
September 2018 

 

September 2019 

 

September 2020 

 

Number of IRs pending for settlement 3,851 3,525 3,644 

Number of outstanding audit paragraphs 16,220 15,858 17,119 

Amount involved  

(` in crore) 

19,755.61 22,201.38 24,383.73 

1.5.1 The Department-wise details of the IRs and audit paragraphs 

outstanding as on 30 September 2020 and the amount involved are given in 

the Table 1.3: 

Table 1.3 

(` in crore) 
Sl. 
No. 

 

Name of the   Department Number of 
outstanding 

IRs 

Number of 
outstanding audit 

paragraphs 

Amount 
involved  

 

1 Civil Aviation 5 13 42.45 

2 Environment 8 53 613.05 

3 Factory and Boilers  5 7 0.14 

4 Forest 371 1,836 1,713.95 

5 Industries 37 107 147.42 

6 Mines and Geology 334 1,372 2,099.07 

                                                 
2  Command Area Development, Commercial Taxes, Environment, Forest, Ground 

Water, Indira Gandhi Nahar Project, Information Technology, Land Revenue, Mines 

and Geology, Petroleum, Public Works, Science and Technology, Stamps and 

Registration, State Excise, Transport and Water Resources.  
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Sl. 
No. 

 

Name of the   Department Number of 
outstanding 

IRs 

Number of 
outstanding audit 

paragraphs 

Amount 
involved  

 

7 Public Health and Engineering  1,221 5,209 12,298.87 

8 Public Works 1,356 7,045 7,321.86 

9 Science and Technology 14 40 21.63 

10 State Enterprises  4 11 26.21 

11 Rajasthan State Motor Garage 5 21 15.19 

12 Transport 284 1,405 83.89 

Total 3,644 17,119 24,383.73 

As can be seen from the table, the pendency in terms of outstanding IRs and 

outstanding paragraphs is highest in the Public Works Department whereas the 

amount involved in the pending paragraphs is highest in Public Health and 

Engineering Department. Age wise analysis of outstanding IRs and audit 

paragraphs is detailed in Appendix-2, which reveals that 1,830 IRs (50.22 per 

cent of total outstanding IRs) were outstanding for more than five years.  

The pendency is indicative of the fact that the heads of offices and the 

Departments need to take effective action to rectify the defects and 

irregularities pointed out by Audit through the IRs. 

1.5.2  Departmental Audit Committee Meeting 

The Government constituted Audit Committees3 to monitor and expedite the 

progress of the settlement of the paragraphs in the IRs. The details of the Audit 

Committee/Audit sub-committee meetings held during the year 2019-20 and 

the paragraphs settled therein are given in the Table 1.4:  

Table 1.4 

(` in crore) 
Sl. 

No. 

Name of the 

Department  

Number of 

Audit 

Committee 

meetings held 

Number of Audit 

sub-committee 

meetings held 

Number of 

paragraphs 

settled 

Amount 

 

1 Civil Aviation 1 0 0 0.00 

2 Environment 0 0 0 0.00 

3 Factory and Boilers  0 0 0 0.00 

4 Forest 2 0 0 0.00 

5 Industries 3 0 0 0.00 

6 Mines and Geology 1 7 135 52.89 

7 Public Health and 

Engineering  

2 2 26 81.00 

8 Public Works 3 6 258 98.17 

9 Science and 

Technology 

0 0 0 0.00 

                                                 
3  Audit Committees, inter alia, comprising of Secretary of concerned Departments and 

Accountant General/his representative, were formed as per Circular No. 1/2005 dated  

18 January 2005 of Government of Rajasthan and it was decided by the Government 

that one Audit Committee meeting shall be held in each quarter. In addition to this, 

Audit sub-committees comprising of officers of the Departments and representative of 

Accountant General, are also formed.  



Chapter I: General 

 

 

5 

Sl. 

No. 

Name of the 

Department  

Number of 

Audit 

Committee 

meetings held 

Number of Audit 

sub-committee 

meetings held 

Number of 

paragraphs 

settled 

Amount 

 

10 State Enterprises  1 0 0 0.00 

11 Rajasthan State Motor 

Garage 

1 0 0 0.00 

12 Transport 2 4 22 0.20 

Total 16 19 441 232.26 

It can be seen from Table-1.4 that four Audit Committee meetings were not 

held in respect of any of the department during the year 2019-20, as required. 

Further, in respect of three departments i.e. Environment, Factory and Boilers, 

and Science and Technology, no Audit Committee meeting was held during 

2019-20. Audit sub-Committee meetings were held in four departments only 

i.e. Mines and Geology, Public Health and Engineering, Public Works, and 

Transport Departments where 441 paragraphs involving ` 232.26 crore were 

settled.  

1.5.3  Response of the Departments to the draft audit paragraphs 

Factual statements followed by draft audit paragraphs proposed for inclusion 

in the Report of the Comptroller and Auditor General of India are forwarded to 

the Principal Secretaries/Secretaries of the five concerned Departments4, 

drawing their attention to the audit findings and requesting them to send their 

response within six weeks. The fact of non-receipt of replies from the 

Department/Government is invariably indicated at the end of such paragraphs 

included in the Audit Report.  

Twelve draft paragraphs (combined into seven paragraphs of the report) were 

sent to the Principal Secretaries/Secretaries of the respective Departments 

between June 2020 and February 2021. Replies to all the Draft Paragraphs 

have been received and suitably incorporated in the Report.  

1.6  Follow-up on Audit Reports 

The Finance Department of the State Government decided (December 1996) 

that explanatory notes on all paragraphs/performance audits that have 

appeared in Audit Reports be submitted to the Public Accounts Committee 

(PAC), duly vetted by Audit, within three months from the date of laying of 

the Reports in the State Legislature. No explanatory note on 

paragraphs/performance audits was pending as of 31 August 2021. 

 

 

                                                 
4  Forest, Industries, Mines and Geology, Public Works and Transport. 
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Discussion of Audit Reports by PAC 

The status of discussion of Performance Audits and Paragraphs which 

appeared in Audit Reports (Revenue Sector/Economic Sector/Revenue and 

Economic Sectors/General and Social Sector) by the PAC as of 31 August 

2021 is given in the Table 1.5: 

Table 1.5: Performance Audits/Paragraphs appeared in Audit Reports  

vis-a-vis discussed  

Period of Audit Report Number of Performance Audit/Paragraphs 

Appeared in Audit Report Paragraphs discussed 

Performance 

Audit 

Paragraphs Performance 

Audit 

Paragraphs 

 

2016-17 

 

Revenue Sector  - 7 - 4 

Economic Sector  1 2 1 1 

General and 

Social Sector  

2 - 1 - 

 

2017-18 

Revenue Sector  0 7 - - 

Economic Sector  2 5 - - 

General and 

Social Sector 

- 4 - 1 

 

2018-19 

Revenue and 

Economic Sectors  

1 12 - - 

General and 

Social Sector 

- 4 - 1 

The discussion on Performance Audits and Paragraphs which appeared in 

Audit Reports (Revenue Sector/Economic Sector/General and Social Sector) 

upto 2015-16 has been completed. 

1.7 Coverage of this part of the Report 

This part of the Report contains seven paragraphs. The total financial impact 

of the paragraphs is ` 21.97 crore. These are discussed in Chapters II and III. 

The Departments/Government have accepted audit observations involving 

 ` 18.54 crore (as of July 2021). Out of the accepted audit observations, the 

Departments had recovered ` 7.02 crore upto July 2021 which was in addition 

to the recoveries (` 13.12 crore) made in response to Audit findings in the 

local audit inspection reports during the year 2019-20. Further, the concerned 

Departments recovered ` 16.24 crore during the year 2019-20 in respect of 

objections raised in previous Audit Reports. Thus, total recoveries made at the 

instance of Audit during the year aggregated to ` 36.38 crore.   
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CHAPTER-II:  Receipts Audit 
 

Taxes on Vehicles 
 

2.1 Tax administration  

The receipts from the taxes on motor vehicles payable under the provisions of 

the Central and the State Motor Vehicles Acts and rules made thereunder, are 

administered at the Government level by the Principal Secretary (Transport). 

The Transport Department (Department) is headed by the Transport 

Commissioner (CoT) cum Secretary to the Government of Rajasthan (GoR) 

and is assisted by six Additional Transport Commissioners and four Deputy 

Transport Commissioners. The entire State is divided into 12 regions1, headed 

by Regional Transport Officers (RTOs) cum ex-officio Member, Regional 

Transport Authority. Besides, there are 54 transport districts2 headed by 

District Transport Officers (DTOs). 

Overall administration of transport activities in the regions lies with the RTO. 

He is also the Appellate Authority under the Rajasthan Motor Vehicles 

Taxation (RMVT) Act, 1951. DTO is the Licensing and Registering Authority 

for the transport district. He is also the taxation officer for the purpose of 

RMVT Act/Rules, 1951. 

 2.2 Internal audit  

Internal audit is an essential part of internal control mechanism. The 

Department has an Internal Audit Wing to conduct audit of records maintained 

in the transport offices to ensure adherence to the provisions of the Act and 

Rules as well as departmental instructions issued from time to time.  

The position of last five years of internal audit is given in Table 2.1: 

Table 2.1 

Year Units  

pending 

for audit 

Units due for 

audit during 

the year 

Total 

units due 

for audit 

Units audited 

during the 

year 

Units 

remaining 

unaudited 

Shortfall 

in  

per cent 

2015-16 10 57 67 66 1 1.49 

2016-17 1 57 58 50 8 13.79 

2017-18 8 57 65 44 21 32.31 

2018-19 21 57 78 71 7 8.97 

2019-20 7 58 65 65 0 0.00 
Source: Information provided by the Transport Department. 

                                                 
1  Regions: Ajmer, Alwar, Bharatpur, Bikaner, Chittorgarh, Dausa, Jaipur, Jodhpur, Kota, 

Pali, Sikar and Udaipur. 

2  Districts: Abu Road, Balotra, Banswara, Baran, Barmer, Beawar, Bhilwara, Bhinmal, 

Bhiwari, Bundi, Chomu, Churu, Deedwana, Dholpur, Dudu, Dungarpur, Hanumangarh, 

Jaisalmer, Jalore, Jhalawar, Jhunjhunu, Karauli, Kekri, Khetri, Kishangarh, Kotputali, 

Nagaur, Nohar, Nokha, Phalodi, Pratapgarh, Rajsamand, Ramganj Mandi, Sawai 

Madhopur, Shahpura (Bhilwara), Shahpura (Jaipur), Sirohi, Sri Ganganagar, Sujangarh, 

Tonk, Ratanpur (TCC), Shahjahanpur (TCC) and twelve districts at regional level. 
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There were arrears in internal audit ranging from one unit to 21 units in the 

years 2015-16 to 2018-19. However, the Department covered all units due for 

audit in the year 2019-20.  

Total of 7,326 paragraphs were outstanding at the end of 2019-20. The  

year-wise break up of outstanding paragraphs of internal audit reports is given 

in Table 2.2: 

Table 2.2 

Year Upto 

2014-15 

2015-16 

(including 

supplementary) 

2016-17 2017-18 2018-19 2019-20 Total 

Paras 2,135 1,710 760 624 917 1,180 7,326 

Source: Information provided by the Transport Department. 

It is seen from the above that 2,135 paras (29.14 per cent) were outstanding 

for more than five years. The huge number of outstanding paragraphs indicates 

that the Department failed to take effective action on the observations raised 

by the Internal Audit Wing. Thus, the very purpose of internal audit was 

defeated to that extent. 

The Government may issue appropriate instructions to the Department  

for early disposal of the outstanding observations raised by the Internal  

Audit Wing. 

2.3 Results of audit  

Out of 54 transport districts, there were 52 such transport districts where total 

1,77,09,949 vehicles were registered till the end of March 2019. There were  

83 auditable units including 23 implementing units in the Department. Out of 

these, 16 units were selected for test check wherein 70,61,486 vehicles were 

registered. Out of these, 46,468 vehicles were selected for test check. During 

scrutiny, audit noticed non/short payment of tax, penalty, interest and 

compounding fees, etc. of ` 15.28 crore in 7,409 cases. Many of the 

irregularities were quite similar to those pointed out in earlier years and these 

omissions remained undetected till Audit was conducted. These cases are 

illustrative and are based on a test-check of records. Audit observed that the 

system of tax accounting that existed in the Department was not properly 

monitored due to which proper collection of tax was not ensured. Besides, no 

return was prescribed to show the number of vehicles from which tax was due 

but not recovered. There is a need to improve the internal control system, 

including strengthening of internal audit and putting in place a monitoring 

system by way of periodical returns to ensure proper collection of tax, fee, etc. 

 Irregularities noticed broadly fall under the categories given in Table 2.3: 
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Table 2.3 

  (` in crore) 

Sl. 

No. 

Category Number of 

cases 

Amount 

 

1 Non/short payment of tax, penalty, interest and 

compounding fees, etc. 

2,016 14.74 

2 Non/short determination of tax, computation of 

motor vehicle tax/special road tax, etc.  

5,384 0.33 

3 Other irregularities (relating to expenditure) 

 

9 0.21 

Total 7,409 15.28 

During the year, the Department accepted under assessment and other 

irregularities of ` 22.51 crore in 6,566 cases, out of which 4,214 cases 

involving ` 9.02 crore were pointed out in audit during the year 2019-20 and 

the rest in earlier years. During the year 2019-20, an amount of ` 4.70 crore 

was recovered in 1,074 cases, out of which ` 0.94 crore in 155 cases were 

pointed out in 2019-20 and the rest in earlier years. 

A few illustrative cases involving ` 6.20 crore are discussed in the following 

paragraphs. 

2.4 Taxes on motor vehicles not realised 

As per Section 4 and 4-B of the RMVT Act, 1951 and the Rules made 

thereunder, motor vehicle tax and special road tax are to be levied and 

collected on all transport vehicles used or kept for use in the State at the rates 

prescribed by the State Government from time to time except those transport 

vehicles on which lump sum tax had been paid under Section 4-C. As per 

notification dated 9 March 2011, surcharge at the rate of five per cent on tax 

due was also payable upto 10 October 2017, thereafter as per notification 

dated 11 October 2017, surcharge at the rate of 6.25 per cent, is payable. 

Penalty at the rate of 1.5 per cent per month or part thereof subject to twice the 

amount of tax due is also leviable after the expiry of admissible period vide 

notification dated 1 May 2003.  

During test-check (between December 2019 and March 2020) of records of 

seven Transport Offices3, it was noticed from the scrutiny of Tax Ledgers and 

General Index Registers with data of VAHAN4 4.0 and e-GRAS5 that tax was 

not paid in respect of 268 vehicles and was short paid in respect of 66 vehicles 

by the owners of these vehicles. Details regarding vehicles being off roads or 

transferred to other States was not available on record. No action to recover 

the dues was initiated by the Department despite the information of tax 

defaulters being available in VAHAN software. This resulted in  

                                                 
3  DTOs: Baran, Goods Jaipur, PV-II Jaipur, Jaisalmer, Nagaur, Sirohi and Sujangarh. 

4  VAHAN is a software developed by Government of India for processing transactions 

i.e. registration, permit, tax, fitness related to vehicles. This software is introduced in 

the state with effect from October 2009. 

5  Online Government Receipts Accounting System (e-GRAS) is an e-Governance 

Initiative of Government of Rajasthan and is part of Integrated Financial Management 

System.  
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non-realisation of tax (including surcharge) and penalty amounting to  

` 4.03 crore. Further, as tax due were not paid by the vehicle owners, 

possibility of plying these vehicles without fitness certificate and permit 

authorisation cannot be ruled out. 

The matter was pointed out to the Department and reported to the Government 

(November 2020). The Government replied (December 2020) that in  

four DTOs6, an amount of ` 0.37 crore has been recovered in respect of  

89 vehicles. Further progress of recovery in remaining cases is awaited  

(August 2021). 

2.5 Realisation of outstanding instalments of lump-sum tax 

According to Section 4-C of the RMVT Act, 1951 and the Rules made 

thereunder, lump-sum tax on transport vehicles is levied at the rates prescribed 

through notifications7 issued from time to time by the State Government. The 

lump-sum tax payable can be paid at the option of vehicle owner either in full 

or in six equal instalments (with effect from 14th July 2014) within a period of 

one year. Surcharge at the rate of 10 per cent on the lump-sum tax was also 

payable upto 10 October 2017, thereafter as per notification dated 11 October 

2017, surcharge at the rate of 12.5 per cent is payable. According to 

notification dated 1 May 2003, penalty at the rate of 1.5 per cent per month or 

part thereof limited to twice the amount of tax due is also to be levied after the 

expiry of admissible period.  

During test check (between December 2019 and March 2020) of the records of 

eight Transport Offices8, it was noticed from the scrutiny of Tax Ledgers and 

General Index Register with data of VAHAN 4.0 and e-GRAS that owners of 

249 vehicles9 opted for payment of lump-sum tax in instalments and  defaulted 

in payment of lump-sum tax. In case of 199 vehicles, the owners did not pay 

the remaining instalments after paying the first or second instalments while 

owners of 50 vehicles did not pay any instalment. Detail regarding vehicle 

being off roads or transferred to other States was not available on record. It 

was further noticed that in case of short payment of instalments, the vehicles 

were not displayed in defaulter list in VAHAN software. The taxation officers 

did not initiate any action to realise the tax due. This resulted in non/short 

realisation of lump sum tax (including surcharge) and penalty amounting to  

` 2.17 crore. Further, as tax due was not paid by the vehicles owner, 

possibility of plying these vehicles without fitness certificate and permit 

authorization cannot be ruled out. 

The cases were pointed out to the Department and reported to the Government 

(November 2020). The Government replied (December 2020) that in seven 

DTOs10, an amount of ` 0.32 crore has been recovered in respect of  

                                                 
6  DTOs: Goods Jaipur, PV-II Jaipur, Jaisalmer and Nagaur. 

7  Notifications number 22 dated 16 February 2006, 22-A dated 9 March 2007, 22-C 

dated 14 July 2014 and 22-D dated 8 March 2016. 

8  DTOs: Abu Road, Baran, Goods Jaipur, PV-II Jaipur, Jaisalmer, Nagaur, Sirohi and 

Sujangarh. 

9  79 (Goods Vehicle) + 165 (Taxi) + 5 (Bus). 

10  DTOs: Abu Road, Baran, Goods Jaipur, PV-II Jaipur, Jaisalmer, Nagaur and Sujangarh. 
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29 vehicles. Further progress of recovery in remaining cases is awaited  

(August 2021). 

The Department accepted the observations and initiated action/recovery in 

cases pointed out by audit. The issues discussed above have been raised 

regularly in CAG’s Audit Reports (Revenue Sector) of the previous years.  

The Department should take proactive action to avoid recurrence of these 

persistent irregularities in all the offices. 

Mining Receipts 

2.6 Tax administration  

At the Government level, the Principal Secretary, Mines and Petroleum, Jaipur 

and at the Department level, the Director, Mines and Geology (DMG), 

Udaipur are responsible for administration and implementation of the related 

Acts and Rules in the Department. The DMG is assisted by an Additional 

Director (Administration), six Additional Directors, Mines (ADM),  

six Additional Directors, Geology (ADG) and by a Financial Advisor. The 

ADMs exercise control through nine circles headed by Superintending Mining 

Engineer (SME). 

There are 49 Mining Engineers (ME)/Assistant Mining Engineers (AME), 

who are responsible for assessment and collection of revenue besides 

prevention of illegal excavation and despatch of minerals from areas under 

their control. The Department has a separate vigilance wing headed by ADM 

(Vigilance) for prevention of illegal excavation and despatch of minerals. 

2.7 Internal audit  

Internal audit is an important component of internal control. It helps in 

ensuring that the Departmental operations are being carried out in accordance 

with the applicable laws, regulations and approved procedures in an 

economical, efficient and effective manner and that subordinate offices are 

maintaining the prescribed records and registers properly and accurately 

besides taking adequate safeguards against non-collection, short collection or 

evasion of revenue.  

Scrutiny of records of the DMG, Udaipur disclosed that internal audit of 

almost all the offices of the Mines and Geology Department was pending since 

2004-05. In absence of internal audit, the Departmental authorities were not 

aware about the areas of the weaknesses in the system which resulted in 

evasion or leakage of revenue. The matter is being pointed out continuously in 

the Comptroller and Auditor General’s Audit Reports since 2011-12. 

However, only eight out of 133 units were audited during the year 2019-20. 

Thus, there is a risk that irregularities may persist and remain undetected in 

unaudited units.  
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2.8 Results of audit 

There were 154 auditable units11 in the Departments of Mines, Geology and 

Petroleum. Out of these, 43 units12 were selected for audit wherein 39,788 

cases13 of Mining Leases (ML), Royalty Collection Contracts (RCC)/Excess 

Royalty Collection Contracts (ERCC), cases of illegal mining/transportation 

of mineral, cases of recovery under Land Revenue Act, Short Term Permits 

(STP) etc., existed. Out of these, audit examined 26,024 cases14 

(approximately 65.41 per cent) and noticed deficiencies in 5,393 cases 

(approximately 20.72 per cent of sampled cases) involving ` 184.37 crore. 

The deficiencies ranged from non-recovery/short recovery of dead rent and 

royalty and of cost of unauthorised excavated minerals, contribution to District 

Mineral Foundation Trust (DMFT) Fund/National Mineral Exploration Trust 

(NMET) Fund, non-levy of penalty/interest, non-forfeiture of security deposit 

etc. These cases are illustrative and are based on test-check. Audit had pointed 

out similar omissions in earlier years, but these irregularities persisted and 

remain undetected till next audit is conducted. The substantial proportion of 

errors, omissions and other related issues (approximately 20.72 per cent) 

noticed in audit indicated that the Government needed to improve the internal 

control system including strengthening of internal audit so that 

occurrence/recurrence of such lapses can be avoided. Irregularities noticed 

broadly fall under the categories given in Table 2.4: 

Table 2.4 

(` in crore) 

Sl. 

no. 
Category 

Number of 

cases 

Amount 

 

1 
Non-recovery/short recovery of dead rent 

and royalty 

197 122.59 

2 
Non-recovery/short recovery of cost of 

unauthorised excavated minerals 

166 20.89 

3 Non-levy of penalty/interest 422 3.73 

4 Non-forfeiture of security deposit 
964 36.16 

5 
Non-recovery/short recovery of 

DMFT/NMET Fund 

3 0.91 

6 Other irregularities 
Revenue 3,470 0.09 

Expenditure 171 0.00 

Total 5,393 184.37 

                                                 
11 Includes 32 implementing units. 

12 Includes 11 implementing units. 

13 7,933 Mining Leases (ML); 12 Petroleum Mining Leases (PML); 2 Prospecting 

licences (PL); 115 Royalty Collection (RC) Contracts /Excess Royalty Collection 

(ERC) Contracts; 8,627 Quarry licences (QL); 5,603 cases of illegal 

mining/transportation of mineral; 946 cases of recovery under Rajasthan Land Revenue 

Act, 1956; 8,482 cases of revenue assessment; 893 cases of refund; 1,263 cases of 

outstanding dues; 5,899 STPs and 13 Petroleum Exploration Licences (PEL). 

14 2,567 ML; 12 PML; 2 PL; 115 RCC/ERCC; 916 QL; 5,243 cases of illegal mining/ 

transportation of mineral; 893 cases of recovery under Rajasthan Land Revenue Act, 

1956; 8,482 cases of revenue assessment; 893 cases of refund; 1,095 cases of 

outstanding dues 5,793 STPs and 13 PEL. 
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During the year 2019-20, the Department accepted short realisation of revenue 

of ` 146.53 crore in 2,759 cases, of which 2,022 cases involving  

` 134.16 crore were pointed out in audit during the year 2019-20 and rest in 

earlier years. The Department recovered ` 7.18 crore in 621 cases, out of 

which 38 cases involving ` 0.84 crore were of current year and the rest were 

of earlier years. 

On being pointed out by Audit, the Department recovered ` 0.60 crore in  

two cases. These cases have not been discussed in the Report, as the entire 

due amount has been recovered.  

A few illustrative cases involving ` 0.90 crore are discussed in the succeeding 

paragraphs. 

2.9 Non-recovery of cost of illegally excavated mineral  

Department, despite being aware that short term permit holder had 

utilised 51,125 MT mineral masonry stone over and above the permitted 

quantity, failed to recover ` 86.91 lakh, being cost of mineral. 

Proviso of Rule 63(6) of Rajasthan Minor Mineral Concession (RMMC) 

Rules, 1986 provided that if a permit holder has excavated and carried mineral 

to the extent of 10 per cent over and above the quantity specified in the permit 

within the stipulated time of the permit, only single royalty will be charged. If 

more than 10 per cent but upto 25 per cent over and above the quantity 

specified in the permit is excavated and carried, two times royalty will be 

charged from the permit holder. The permit holder shall be responsible for 

submission of his record within 15 days of the expiry of permit. However, if 

the permit holder excavated and carried a quantity more than 25 per cent of 

the quantity sanctioned in the permit, entire quantity excavated and removed 

over and above the quantity sanctioned in the permit shall be treated as 

unauthorised excavation and permit holder shall be liable to pay the cost of 

such excess material. Further, Rule 48(5) of Rules ibid provided that whenever 

any person without a lawful authority or in contravention of the terms and 

conditions of the short term permit raises any mineral from any land and 

where mineral so raised has already been despatched or consumed the 

competent authorities may recover cost of the mineral which will be computed 

at 10 times of the royalty payable at the prevalent rates. 

Scrutiny of records (March 2020) of Mining Engineer (ME) Bhilwara, 

revealed that competent authority issued (between July 2013 to November 

2013) three Short Term Permits (STPs) to a work contractor for 1,00,000 MT 

mineral masonry stone. While finalising the assessment of these three STPs, 

the Assessing Authority ascertained (August 2019) that 1,51,125 MT mineral 

was utilised by the contractor in the execution of the work against the 

permitted quantity of 1,00,000 MT as detailed in Table 2.5: 
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Table 2.5 

As the STP holder utilised more than 25 per cent mineral permitted in all three 

STPs, the excess quantity utilised was required to be treated as unauthorised 

excavation and cost of such mineral was to be recovered from the Contractor. 

Audit, however, noticed that Assessing Authority failed to recover the cost of 

mineral and recovered only single royalty of the mineral. No dues certificate 

to the Contractor was also issued (August 2019). Thus, not treating the excess 

quantity of mineral excavated as unauthorised by the Assessing Authority 

resulted in non-recovery of ` 86.91 lakh15 being cost of 51,125 MT mineral.  

The matter was reported to the Government (June 2020). The Government 

replied (July 2020) that demand notice has been issued (June 2020) and 

recovery would be made under Rajasthan Land Revenue Act, 1956. The 

Government further replied (October 2020) that the STP holder has filed a 

legal case and Rajasthan High Court, Jodhpur has ordered (August 2020) not 

to take coercive action to recover the amount from STP holder. Further 

progress was awaited (August 2021). 

The Government may consider initiating action against the Assessing 

Authority for issuing no dues certificate without ensuring recovery of the cost 

of unauthorised excavated mineral from the work Contractor. 

2.10 Non- recovery of Government revenue  

The Department refunded the bank guarantee and security deposit 

without ensuring complete recovery of contract amount and interest on 

belated payment, as Demand and Collection Register was not 

maintained.  

According to the Handbook of Mines and Geology Department, all the 

demands of dead rent, royalty, penalty and other dues are required to be posted 

in a Demand and Collection Register (DCR) for monitoring the recovery. 

Further, as per rule 44 (17) of Rajasthan Minor Mineral Concession (RMMC) 

Rules, 2017 the Contractor shall pay the instalment of contract amount in 

advance on due date and if any amount is not paid on due date, it shall be 

collected as an arrear of land revenue and interest shall be charged from due 

date irrespective of any other action being taken for cancellation of contract or 

imposition of penalty. Further, as per Rule 77 of ibid Rules, simple interest at 

the rate of 18 per cent shall be charged from the due date on all dues in respect 

                                                 

15  51,125 MT mineral masonry stone x ₨ 17 (royalty rate) x 10 = ` 86,91,250. 

Sl. no. 

 

STP number 

and date 

Permitted 

quantity in 

STP (MT) 

Quantity of 

mineral 

utilised (MT) 

Excess 

utilised 

mineral 

quantity 

(MT) 

Percentage of 

utilised excess 

quantity 

1 24/18.7.13 25,000 38,647 13,647 54.58 

2 25/18.7.13 50,000 80,747 30,747 61.49 

3 56/11.11.13 25,000 31,731 6,731 26.92 

 Total 1,00,000 1,51,125 51,125  
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of Excess Royalty Collection (ERC) Contract amount and contribution 

towards District Mineral Foundation Trust. 

During scrutiny of records of the three ERC contracts at Mining Engineer 

(ME) office Bikaner (January 2020), it was noticed that an Excess Royalty and 

District Mineral Foundation Trust (DMFT) Fund collection contract16 was 

sanctioned (February 2018) for annual contract value of ` 26.15 crore 

(including DMFT Fund amount of ` 2.38 crore) in favour of a contractor. It 

was observed that Department raised demand for instalments of excess royalty 

only and did not include the portion of DMFT to be collected. The contractor, 

however, on his own, deposited an amount of ` 2.33 crore against the total 

recoverable DMFT Fund amount of ` 2.53 crore with delays ranging between 

16 to 95 days. Audit further observed that DCR for DMFT Fund was not 

maintained in the office and hence the demand for the principal amount and 

interest on belated payment of contribution towards DMFT Fund was not 

raised. It was further noticed that the bank guarantee and security deposit was 

released (May 2019) to the contractor without ensuring full recovery of the 

Government dues.   

Thus, non-maintenance of DCR for DMFT Fund and release of bank 

guarantee and security deposit without ensuring the recovery of Government 

dues resulted in non-recovery of revenue of ` 24.00 lakh (Principal amount  

` 19.82 lakh and interest ` 4.18 lakh on belated payment).  

The matter was reported to the Government (June 2020). The Government 

replied (July 2020) that only an amount of ` 3.06 lakh was outstanding against 

contractor as Audit did not include ` 19.81 lakh already deposited by 

contractor in their calculation. Further, ` 3.06 lakh was also deposited  

(June 2020).  The reply was silent about non maintenance of DCR and 

releasing bank guarantee without ensuring full recovery of Government dues. 

Thus, it is evident that the internal control mechanism of the Department was 

not effective in protecting the revenue to be collected and requires 

strengthening. 

 

 

 

 

 

 

 

                                                 
16  The contract was for collection of excess royalty and contribution towards District 

Mineral Foundation Trust Fund amount for the period from 8 March 2018 to 31 March 

2019 on Ball Clay, China Clay, White Clay, Fire Clay, Silica Sand, Red Ochre and 

Yellow Ochre despatched from the sanctioned leased areas situated in the revenue area 

of district Bikaner. 
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CHAPTER-III:  Expenditure Audit 

 

Forest Department 

3.1 Avoidable expenditure on maintenance of plants  
 

Growing seedlings/plants without proper survey of the actual 

requirement resulted in an avoidable expenditure of ` 1.12 crore on 

maintenance of plants during the year 2019-20. 

As per the provisions contained in the Compensatory Afforestation Fund 

Management and Planning Authority (CAMPA) notification dated  

12 November 2009, the State CAMPA shall consist of a Steering Committee 

which shall lay down and/or approve rules and procedures for the functioning 

of the body and its Executive Committee and also approve the Annual Plan of 

Operation prepared by the Executive Committee.  The Steering Committee 

recommended (14 September 2016) raising of two crore plants/seedlings in 

nursery for better planting stock. Later on, depending on the number of 

seedlings that may be maintained for the production of tall seedlings in 

subsequent years, the budget provision from State CAMPA was to be made 

for 2nd and 3rd years. The Steering Committee also suggested that the seedlings 

raised should be used for the restoration, rehabilitation and plantations in 

forest land and not for distribution or planting in non-forest land. However, as 

limited forest land was available in that area, for full utilisation of raised 

plants, the committee decided (July 2018) to use plants on forest land as well 

as on other Government land on payment basis. 

Initially, the department allocated (4 November 2016) the budget of  
` 11.12 crore for two crore plants/seedlings to 44 forest offices. However, in 

August 2017, the Department allocated the fund of ` 15.78 crore for 1.51 crore 

plants only.  

During scrutiny (April 2018 to March 2019) of the records of Principal Chief 

Conservator of Forests (Head of Forest Force), Jaipur it was observed that 

Department raised 1.51 crore seedlings in 35 forest offices. These seedlings 

were transferred to large pouch to develop into tall plants. The Department 

could distribute only 1.38 crore seedlings by December 2020 leaving a balance 

of 12.50 lakh seedlings (8.30 per cent) undistributed. Audit further observed 

that out of total distribution of 1.38 crore seedlings, 96.24 lakh seedlings were 

used in forest land and remaining were used in non-forest land on payment 

basis. Furthermore, the Department could distribute less than  

50 per cent seedlings in eight offices and in three offices, percentage of 

distribution ranged from two to 20 per cent only. 

Additional Principal Chief Conservator of Forests, CAMPA allotted  

(04 November 2016) the budget subject to the condition that the separate 

record of raised seedlings/plants prepared under the CAMPA was also to be 

maintained. An analysis of information of raising of seedling and distribution 

furnished by the Department (August 2019) revealed that:  
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 There was discrepancy of 7.79 lakh seedlings/plants in the closing stock 

figures of nine units1 involving value of 35.86 lakh.  

 In six units2, the closing balance of seedlings was shown in excess than 

actual closing stock.  

 In three units3, number of seedlings shown to be distributed for 

departmental planting was more than that raised by the Department. 

 In four units4, the cost of seedling/plant incurred was more than the per 

unit rate fixed by the Department. 

The Department informed (June 2021) that above shortcomings have been 

rectified. However, no document in support of this claim had been furnished to 

Audit. It indicates that the Department did not maintain proper record of 

inventories. Thus, there is no assurance that the objective of the scheme of 

raising the plantation on the forest land was fulfilled as recommended by the 

Steering Committee of the State CAMPA.  

Further, in respect of non-distributed seedlings, the Department also had to 

incur an avoidable expenditure of ` 1.12 crore5 on the maintenance of stock 

during 2019-20. The Department could have avoided maintenance expenditure 

of ` 1.12 crore on 50.44 lakh seedlings (closing stock as of 31-03-2020) 

during 2019-20, had it been able to distribute the plants by the third year, in 

line with the decision taken by the committee in July 2018. Avoidable 

maintenance expenditure incurred during the year 2020-21 has been called for 

and is awaited (August 2021). 

The matter was pointed out to the Department and reported to the Government 

(November 2020). The Government accepted the fact and replied (June 2021) 

that as on 31 December 2020, only 12.50 lakh plants are remaining and that 

they would be distributed by March 2021 and no amount will be spent on 

maintenance of these plants in next year. The reply of Department is not 

convincing as the Department could not provide figures of distributed plants 

upto March 2021 in the month of June 2021. Further progress is awaited  

(August 2021). 

 

 

 

 

                                                           
1  Chartargarh, Churu, Sri Ganganagar, Barmer, Sirohi, Alwar, Bundi, Chittorgarh, Jaipur 

wild. 

2  Ajmer, Tonk, Sawai Madhopur, Jaipur, Baran, Jaipur zoo. 

3  Ajmer, Baran, Jaipur zoo. 

4  Shri Ganganagar, Jaipur, Banswara, Jaipur Anusandhan. 

5  Maintenance expenditure (2019-20) = ` 1.89 crore for 84.71 lakh seedlings, 

Maintenance cost per seedling: ` 1.89 crore/0.85 crore= ` 2.23, Balance of seedlings as 

on 31 March 2020 = 50,43,767  

 Avoidable expenditure on maintenance in 2019-20: ` 1.12 crore (50,43,767 X ` 2.23). 
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Public Works Department 
 

3.2    Irregular expenditure under Central Road Fund  

 

In three divisions of Public Works Department, an expenditure of  

₹ 11.06 crore was incurred from Central Road Fund on excess/extra items 

of road works without approval of the Ministry of Road Transport and 

Highways. 

The Central Road Fund (CRF) was established for the (i) development and 

maintenance of national highways; (ii) development of the rural roads; (iii) 

development and maintenance of other State roads including roads of  

inter-State and economic importance; (iv) construction of roads either under or 

over the railways by means of bridges and erection of safety works at 

unmanned rail-road crossings and (v) such projects as may be prescribed. The 

CRF is centrally sponsored non-lapsable scheme. 

Rule 7 (3) of the Central Road Fund Rules 2014 stipulates that the technical 

and financial sanction of the work shall be accorded by the executive agency 

concerned and there shall not be any change in scope of work from those as 

per administrative approval. 

Ministry of Road Transport and Highways (MoRTH), Government of India 

(GoI) directed (February 2013 and September 2016) that Regional Offices of 

the Ministry are empowered to accept variations in the Bill of Quantities 

(BoQ) items and to permit extra items up to five per cent over the amount for 

works plus the amount for contingencies provided in the sanctioned estimate. 

The proposals for such variations and/or extra items are to be submitted by the 

Chief Engineer (CE), National Highways (NH) of the State. Proposals, if any, 

beyond the delegation shall be prepared by the concerned CE and forwarded to 

the Ministry. The Public Works Department (PWD) instructed (March 2016) 

all field divisions that no extra items in CRF scheme will be considered.  

Rule 352 of the Public Works Finance & Accounts Rules (PWF&AR) defines 

the scope of sanction wherein authority granted by a sanction to an estimate 

must on all occasions be looked upon as strictly limited by the precise objects 

which the estimate was intended to provide. Accordingly, any anticipated or 

actual savings on a sanctioned estimate should not, without special authority, 

be applied to carry out additional work not contemplated in the original project 

or fairly contingent on its actual execution. 

During the scrutiny of the records of PWD Divisions, following cases of 

irregular expenditures under CRF were noticed: 

3.2.1    The MoRTH, GoI issued (March 2017) Administrative and Financial 

(A&F) sanction of ₹ 47.78 crore for Rehabilitation of Raipur-Mundla-

Garwara-Dubliya-Karodiya-Sunel-Sirpoi road upto Bhawanimandi Border6. 

PWD, Zone Kota issued (April 2017) technical sanction for ` 47.78 crore. 

                                                           
6 (MDR-214) km 0/00 to 20/00 (Job No. CRF/892/RJ/2016-17). 
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PWD (NH), Jaipur conveyed (July 2017) the sanction of Empowered Board 

for ` 36.29 crore (19.24 per cent below Schedule ‘G’). PWD Division-I, 

Jhalawar issued (July 2017) work order with stipulated date of commencement 

and completion as 28 August 2017 and 27 November 2018 respectively. The 

Contractor had been paid ` 41.43 crore (October 2019).  

Test check (December 2019) of records of PWD-I, Jhalawar revealed that the 

Division executed additional work (construction of bypass in Sirpoi village), 

which was not contemplated in the original A&F sanction, from the savings 

achieved due to tender discount. This has resulted in irregular expenditure of  

₹ 5.14 crore7 as excess items without approval of MoRTH. 

On being pointed out (April 2020), the State Government accepted the facts 

and stated (August 2020 and March 2021) that sanction for extra items has 

been received from State Government. This is not tenable in view of CRF 

Rules and MoRTH guidelines which require sanction of the MoRTH before 

execution of work whereas the State Government took decision at its own 

level. 

3.2.2     MoRTH, GoI issued (December 2015) administrative sanction for 

construction and upgradation to 10m wide Cement Concrete (CC) Pavement 

on Suratgarh-Srivijaynagar-Anupgarh Road 56.450/00-96.00 km and link road 

to Jaitsar (3 km) in District Sri Ganganagar. 

Financial sanction of ` 166.02 crore was issued (December 2015) under CRF. 

Technical sanction was accorded (April 2016) by the PWD, Zone Bikaner for 

` 166.02 crore. Empowered Board sanctioned the work of ` 160.25 crore @ 

2.29 per cent below Schedule ‘G’. PWD, Division Suratgarh issued (August, 

2016) the work order to a contractor with the stipulated date of 

commencement and completion as 12 August 2016 and 11 February 2018 

respectively. The contractor had been paid ` 149.68 crore.  

The contractor carried out the work of Suratgarh to Srivijaynagar road only 

and consented to be paid for the work he had completed by de-scoping Jaitsar 

(three km) road as the land was under the General Reserve Engineer Force 

(GREF) Department and was not released by the GREF. During the stipulated 

period of this work, the Jaitsar link road of three km was constructed and 

maintained by the GREF. Thus, this Jaitsar link road was de-scoped from the 

work. 

Due to de-scoping of the link road to Jaitsar, the quantities of works in 

technical estimates were required to be revised. However, the deviation 

statement was prepared without recasting the estimates and un-executed 

items/less executed items were shown as savings, without considering the fact 

that Jaitsar road (three km) was not constructed/executed and these savings 

were utilised for widening of road at 90/500 to 95 km and ramp work at  

94/0 to 95/0 km in Srivijaynagar. 

                                                           
7 ₹ 41.43 crore (paid to contractor vide 13th Running and Final bill) (-) ₹ 36.29 crore 

(Work Order amount) = ₹ 5.14 crore. 
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On being pointed out (September, 2020) the State Government stated  

(March, 2021) that the works of widening of road at 90/500 to 95 Km and 

ramp work at 94/0 to 95/0 in Srivijaynagar were carried out because of the 

necessity of these works. Reply is not tenable as the scope of the work cannot 

be changed.  

Thus, the savings due to non-execution of Jaitsar road work was utilised for 

executing excess quantities amounting to ` 4.32 crore. The expenditure 

incurred on excess quantities was irregular in the absence of competent 

approval. 

3.2.3    The MoRTH, GoI, issued (September 2016) Administrative and 

Financial (A&F) sanction of ₹ 28.98 crore for construction of 4-lane cement 

concrete road for SH-7D km. 115/550 (Hospital Choraha) to km. 119/050 

(Ladnu Phatak) and SH-60 km. 162/200 (Nagaur Phatak) to km. 164/0 

(Madina Masjid) in Deedwana. PWD (Technical), Zone Ajmer issued (January 

2017) technical sanction for ` 28.98 crore. PWD (NH), Jaipur conveyed 

(March 2017) the sanction of Empowered Board for ₹ 25.44 crore  

@11.13 per cent below Schedule “G” in favour of the contractor. PWD, 

Division Deedwana issued (April 2017) work order with stipulated date of 

commencement and completion as 23 April 2017 and 22 July 2018 

respectively. The contractor had been paid ₹ 26.00 crore8. 

Test check (October 2019) of records of the PWD, Division Deedwana 

revealed that the division executed additional work, which was not 

contemplated in the original A&F sanction and incurred irregular expenditure 

of ` 1.60 crore without approval of MoRTH as detail in Table 3.1: 

Table 3.1 

Sl. No. Name of roads Item of work Quantity 

executed 

(cum) 

Rate 

(in ₹) 

Expenditure 

(in ₹) 

(column 5x4) 

1 2 3 4 5 6 

1. Ram Mandir to 

Fuwara Circle 

Road 

Granular Sub-Base: 

Road  

Ramps 

Shoulders 

 

929.96 

66.82 

324.57 

1,321.35 

 

 

 

 

250 

 

 

 

 

3,30,338 

Plain Cement Concrete: 

Road  

Ramps 

 

 

929.96 

269.49 

1,199.45 

 

 

 

2,900 

 

 

 

34,78,405 

Cement Concrete: 

Road 

Ramps 

 

1,205.44 

310.36 

1,515.8 

 

 

 

5,032.27 

 

 

 

76,27,915 

2. Baliya Road 

Ramps 

Granular Sub-Base 445.77 250 1,11,443 

Plain Cement Concrete 446.45 2900 12,94,705 

Cement Concrete 618.29 5,032.27 31,11,402 

Total 1,59,54,208 

                                                           
8  ₹ 24.90 crore upto final bill and ₹ 1.10 crore for Price Escalation Bill 
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On being pointed out (February 2021), the State Government stated  

(July 2021) that the additional works were executed to solve the problem of 

water logging in the area after approval by the State Government. This is not 

tenable, as approval of MoRTH was not taken for the additional works as 

required under CRF Rules, 2014. 

Thus, the expenditure of ` 1.60 crore incurred on excess/extra items without 

approval of the MoRTH was irregular.  

3.2.4      Conclusion 

As per the CRF guidelines, the sanction for the excess/extra items to be 

executed was to be taken from MoRTH. However, as evident from the cases 

above, the State Government took decisions at its own level. It reflects the 

lack of internal controls on the part of Department to ensure compliance with 

the procedure prescribed for CRF fund. This was not in line with the objective 

of utilising the fund on targeted items. 

The State Government should ensure that excess/extra items may be allowed 

only after the approval of MoRTH in future.  

Industries Department 

3.3  Blocking of funds due to laxity of decision  

Failure of Government and Urban Improvement Trust to ensure timely 

action at various stages resulted in blocking of ₹ 2.09 crore which 

deprived the beneficiaries of the intended benefit.  

To provide residences to economically weaker section (EWS) and Lower 

Income Group (LIG) in Bhiwadi area, Urban Improvement Trust (UIT) 

proposed and approved (September 2009) Rajeev Gandhi Enclave Residential 

Scheme. Administrative and Financial sanction of ` 30.90 crore for 

construction of 1,000 dwelling units (DUs) {700 DUs for economically 

weaker section (EWS) and 300 DUs for Lower Income Group (LIG)} at 

Bhiwadi was issued (November 2009) by Urban Development Department 

(UDD) Government of Rajasthan.  

The work order for construction of 224 DUs out of 700 DUs for EWS was 

awarded (May 2010) in favour of M/s Divija Infrastructure Private Limited 

(contractor) at the rate of 7.5 per cent above Basic Schedule of Rates 

amounting to ` 6.12 crore with the stipulated dates of commencement and 

completion as 5 June 2010 and 4 September 2011 respectively. The contractor 

started the work after four months (October 2010) due to delay in the supply 

of structural and working drawings by the department. 

During scrutiny (August 2019) of records of Bhiwadi Integrated Development 

Authority (BIDA), Bhiwadi (erstwhile UIT Bhiwadi) it was noticed that due to 

non-availability of approach road and other hindrances at the site, the 

contractor stopped the work in September 2011. The contractor again started 

the work in March 2012 but stopped in the same month (after executing work 
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to the tune of ` 2.09 crore) citing non-cooperation from UIT Bhiwadi. Instead 

of resolving the issue, UIT Bhiwadi issued (October 2012) a show-cause 

notice under clause 2 of the contract to the contractor to comply with the 

conditions of the contract. However, the contractor did not start the work. The 

UIT Bhiwadi sought permission (July 2013) from the Government to rescind 

the work after 14 months. On approval (February 2015) from the Government  

(after 18 months), the UIT Bhiwadi invited fresh tenders  

(May 2016) after 15 months (from the Government permission) for the 

execution of the remaining work. As per tender condition, the bid was valid 

only for 120 days i.e. upto 5 November 2016. However, the UIT Bhiwadi 

awarded the work only in April 2017, and the contractor refused to execute the 

tendered work after the bid validity date. As such, the remaining work could 

not be completed and even already completed work was subject to wear and 

tear with the passage of time.   

Thus, the failure of the Government and UIT Bhiwadi to ensure timely action 

at various stages resulted in blocking of ` 2.09 crore and also deprived the 

beneficiaries of the intended benefit. 

The matter was reported to the Government (February 2020). The Government 

replied (July 2020) that fresh tenders for execution of remaining work were 

also invited in October 2017 and October 2019 respectively but remaining 

work could not be started as the single bid received was considered higher in 

the first tender. It was also stated that Chief Engineer was not posted in the 

BIDA and Schedule of power, Rules, and Regulation of BIDA were also not 

framed, therefore, procedures could not be completed with the bidder in the 

second tender. It was further stated (February 2021) that delegation of power 

of BIDA has been framed (August 2020) and online tender of the work has 

been again invited (December 2020). The reply is not tenable as the BIDA and 

Government did not adhere to the time line at every stage of decision making 

and also invited the second tender without framing delegation of power. 

Further, the fact remains that due to laxity in decision making, the project 

could not be completed till date. 
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1. Introduction of State Public Sector Undertakings 
 

General  

1.1 State Public Sector Undertakings (PSUs) consist of State Government 

Companies and Statutory Corporations. State PSUs are established to carry out 

activities of commercial nature keeping in view the welfare of people and they 

occupy an important place in the economy of the State. As on 31 March 2020, 

there were 45 State PSUs in Rajasthan which included 38 Government 

Companies (including three1 inactive government companies2), three3 Statutory 

Corporations and four4 Government Controlled other Companies under the audit 

jurisdiction of the Comptroller & Auditor General of India (CAG). During the 

year 2019-20, two Government Companies5 got liquidated and four Government 

Controlled other Companies came under the purview of the CAG for audit. 

Audit universe and coverage 

1.2 Out of total 45 State PSUs, audit of 30 State PSUs is entrusted to this 

office (Office of the Accountant General, Audit-II, Rajasthan) whereas audit of 

remaining 15 State PSUs is entrusted to office of the Accountant General, 

Audit-I, Rajasthan. During 2019-20, 1130 units pertaining to 30 State PSUs 

were under audit universe of this office. Besides financial attest audit of all these 

State PSUs, 295 units of these 30 PSUs, were selected for compliance audit.  

Compliance Audit Paragraphs 

1.3 For Part-II of the Compliance Audit Report of the CAG for the year 

ended 31 March 2020, six compliance audit paragraphs relating to State PSUs 

were issued to the concerned Principal Secretary of Government of Rajasthan 

with request to furnish replies within two weeks. Replies on all the six 

compliance audit paragraphs have been received (August 2021) from the State 

Government and suitably incorporated in this report. The total financial impact 

of the compliance audit paragraphs is ₹ 114.26 crore. 

                                                 
1  Rajasthan State Agro Industries Corporation Limited, Rajasthan Jal Vikas Nigam 

Limited and Rajasthan Civil Aviation Corporation Limited. 

2 Inactive PSUs are those which have ceased to carry out their operations. 

3  Rajasthan State Road Transport Corporation, Rajasthan State Warehousing Corporation 

and Rajasthan Financial Corporation. 

4  Jaipur Smart City Limited, Udaipur Smart City Limited, Kota Smart City Limited and 

Ajmer Smart City Limited. 

5  Keshoraipatan Gas Thermal Power Company Limited and Rajasthan Rajya Vidyut 

Vitran Vitta Nigam Limited. 
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Follow up action on Audit Reports and Inspection Reports 

1.4 The Report of the CAG is the product of audit scrutiny. It is, therefore, 

necessary that they elicit appropriate and timely response from the executive. 

The Finance Department, GoR issued (July 2002) instructions to all 

Administrative Departments to submit replies/explanatory notes to paragraphs/ 

performance audits (PAs) included in the Reports of the CAG within a period 

of three months after their presentation to the Legislature, in the prescribed 

format, without waiting for any questionnaires from the Committee on Public 

Undertakings (COPU).  

Table 1.1: Position of explanatory notes on Audit Reports related to State PSUs as on  

30 November 2020 

Year of 

the Audit 

Report 

(PSUs) 

Date of 

placement of 

Audit Report in 

the State 

Legislature 

Total number of PAs and 

Paragraphs related to 

State PSUs in the Audit 

Report6 

Number of PAs and 

Paragraphs for which 

explanatory notes were not 

received 

PAs Paragraphs PAs Paragraphs 

2018-19 21.08.2020 1 9 1 9 

Source: Compiled based on explanatory notes received from respective Departments of GoR. 

Explanatory notes on one performance audit and nine compliance audit 

paragraphs were pending with one department till November 2020.  

Audit observations noticed during audit and not settled on the spot are 

communicated through Inspection Reports to the Heads of respective State 

PSUs and concerned Departments of the State Government. The Heads of State 

PSUs are required to furnish replies to the Inspection Reports within a period of 

one month.  

Inspection Reports issued upto March 2020 pertaining to 30 State PSUs 

disclosed that 2580 paragraphs relating to 587 Inspection Reports involving 

monetary value of ` 23269.49 crore remained outstanding at the end of 

September 2020. Company wise status of Inspection Reports and audit 

observations as on 30 September 2020 is given in Appendix-3. Further, during 

2019-20 audit of 295 units of 30 State PSUs was conducted and 147 Inspection 

Reports containing 1014 paragraphs were issued. In order to expedite settlement 

of outstanding paragraphs, Audit Committees were constituted in 17 out of  

21 State PSUs (excluding the nine subsidiary companies). During 2019-20, total 

34 meetings of these 15 Audit Committees (excluding two Audit Committees 

in respect to which no meeting was held during 2019-20) were held wherein 

position of outstanding paragraphs was discussed with executive/ 

Administrative Departments to ensure accountability and responsiveness. 

Recovery at the instance of Audit  

1.5 During the course of compliance audit in 2019-20, recoveries of  

₹ 1549.03 crore were pointed out to the Management of State PSUs. Further, an 

amount of ₹ 32.86 crore (₹ 9.10 crore against the recoveries pointed out during 

                                                 
6  Includes PA and paragraphs belonging to State PSUs under audit jurisdiction of O/o the 

Accountant General (Audit-II) Rajasthan. 
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2019-20 and remaining ₹ 23.76 crore towards the recoveries pointed out in 

previous years) had been affected during the year 2019-20. 

Discussion of Audit Reports by COPU 

1.6 The status of discussion of Performance Audits and paragraphs that 

appeared in Audit Reports (PSUs) by the COPU as on 30 September 2020 was 

as under: 

Table 1.2: Performance Audits/Paragraphs appeared in Audit Reports vis-a-vis 

discussed as on 30 September 2020 

Period of 

Audit Report 

Number of Performance Audits/Paragraphs 

Appeared in Audit Report7 Paragraphs discussed 

Performance 

Audit 

Paragraphs Performance 

Audit 

Paragraphs 

2015-16 2 10 1 9 

2016-17 1 10 1 4 

2017-18 1 7 - - 

2018-19 1 9 - - 

Source: Compiled based on the discussions of COPU on the Audit Reports. 

The discussion on Audit Reports (PSUs) up to 2014-15 has been completed.  

2 Compliance Audit Observations 

This Chapter includes important audit findings emerging from test check of 

transactions of the State PSUs. 

Rajasthan State Road Development and Construction Corporation 

Limited 
 

2.1 Construction activity of Rajasthan State Road Development 

and Construction Corporation Limited 
 

Introduction 

2.1.1 Rajasthan State Road Development and Construction Corporation 

Limited (Company8) was incorporated (February 1979) for carrying out 

construction activities viz. construction and maintenance of roads, paths, 

bridges, sideways, tunnels and other structural/architectural works being part of 

the activities carried out by the Public Works Department (PWD), other 

departments and autonomous bodies of the Government of Rajasthan (GoR), 

Government of India (GoI) and all other States/Union Territories of India.  

                                                 
7  Includes PA and paragraphs belonging to State PSUs under audit jurisdiction of O/o the 

Accountant General (Audit-II) Rajasthan. 

8  Formally known as Rajasthan State Bridge and Construction Corporation Limited. 
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The Company undertakes construction activities viz; constructions of buildings, 

Rail/Road Over Bridges (ROBs) and roads under Build-Operate-Transfer 

(BOT) and other similar schemes introduced from time to time. The projects/ 

works obtained by the Company are broadly classified into two categories viz; 

(i) tender works- contracts procured through participation in competitive 

bidding and (ii) deposit works- projects/works entrusted on cost plus basis 

Besides, the PWD entrusts construction of BOT roads on cost (including 

renewal cost) plus agency charges9 basis. 

During 2016-17 to 2019-20, the Company obtained projects from client 

departments/organisation having sanctioned cost of ₹ 5164.03 crore  

(453 works) and completed/handed over projects worth ₹ 4700.82 crore  

(288 works). All the projects obtained during this period were BOT/ deposit 

works. 

Organisational Set-up 

2.1.2  The management of the Company is vested with the Board of Directors 

(BoD) comprising Chairman, Managing Director and Directors appointed by 

the State Government. The Managing Director is the Chief Executive Officer of 

the Company and is assisted by the Financial Advisor, General Manager and 

other staff. Apart from the Head office, the Company had 25 Unit offices headed 

by Project Directors. The construction activities are performed by various 

wings/cells located at the Head office of the Company and its Unit offices. A 

brief description of the functions performed by the wings/cells of the Head 

office and Unit offices is given in Appendix-4. 

Audit Objectives and Scope  

2.1.3 The present study was conducted (January 2020 to July 2020) to 

evaluate whether the Company (a) had a clear action plan for bidding for 

projects; (b) had a transparent and adequate system for procurement of material 

and awarding of contracts; (c) executed the projects economically and 

efficiently as per terms and conditions stipulated in the contract; and (d) had an 

efficient and effective system to monitor construction activities. 

The audit involved scrutiny of records relating to execution of construction 

projects/works maintained at the Head office as well as six selected Unit 

offices10 (24 per cent) of the Company. For selection of works/projects, all the 

99 deposit works (₹ 970.31 crore) awarded by the selected six Unit offices 

during 2016-19 were stratified into three categories viz. BOT/road works, ROB 

works and Building works. Of these, 26 works11 were selected in toto 

considering the limited number of ROB and BOT/road works and higher 

monetary value of Building works. Further, 15 out of the remaining 73 Building 

works12 were selected by adopting random sampling method and one work was 

                                                 
9  Levied as per Memorandum of Understanding executed (December 2010) with the GoR. 

10  Jaipur-II, Ajmer-I, Ajmer-II, Alwar, Jhunjhunu and Jodhpur-I selected by adopting 

random sampling method. 

11  All the 15 BOT and ROB works and 11 Building works having work order value of more 

than ₹ five crore. 

12  Building works having work order value of upto ₹ five crore. 
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selected for ensuring optimum representation. Thus, total 42 works (42 per cent) 

having work order value of ₹ 897.39 crore (92 per cent) were selected.  

Revenue Sources, Profitability and dependence on Government 

funds 

Revenue Sources 

2.1.4 The sources of 

revenue include centage 

charges, toll collection and 

other sources viz. hiring of 

machines, interest income, 

profit on sale of assets, 

miscellaneous receipts etc. 

The Company earned total 

revenue of ₹ 4,274.02 crore 

during 2016-20 from these 

sources as depicted in Chart 

2.1.1. 

The Company had a paid up capital of ₹ 100 crore (invested by GoR) as on  

31 March 2020. Year wise details of profit earned for the year and net worth at 

the end of the year during 2016-17 to 2019-20 is depicted in Chart 2.1.2.  

 

The Company earned a total profit of ₹ 80.67 crore during this period due to 

which its net worth increased from ₹ 193.34 crore in 2016-17 to ₹ 242.98 crore 

in 2019-20. Audit observed that the Company was self-reliant and did not 

depend on financial assistance from the State Government for meeting its 

operational requirements. The main source of its profits was the overheads 

charged from the client departments/ organisation as all the works were obtained 

and executed on cost plus basis. 
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Audit Findings 

2.1.5 The audit findings broadly cover issues relating to achievement of 

envisaged objectives viz. contribution in public construction projects, adoption 

of technological advancements, time overrun in handing over the projects; 

delay/deficiencies in award and execution of the construction contracts, poor 

performance of mechanical wing, deficiencies in financial management, quality 

control and monitoring of the construction projects.  

The audit findings were communicated (December 2020) to the Government/ 

Company and then, discussed with the Company’s Management during the Exit 

Conference (January 2021). The views expressed/replies furnished (January/ 

February 2021) by the Government/Company have been suitably incorporated.  

Achievement of envisaged objectives 

2.1.6 The Company was incorporated to work as a nodal agency of the GoR 

in public construction sector. As per the Memorandum of Association (MOA), 

the main objectives of the Company are to carry out construction activities viz. 

building works, bridge/ROB works, road works and institutionally financed 

infrastructure projects. The MOA further envisaged arrangement of funds by 

the Company for carrying out the construction activities as this would reduce 

the burden of the State Government. It further envisaged undertaking the 

construction activities pertaining to an organisation after entering into the 

agreement. Board Reports of the Company further elaborate that the purpose of 

creating the Company was to augment the number of specialised construction 

agencies and reduce the cost and time overrun in construction projects. In the 

Annual Progress Reports, the Company also highlighted adoption of 

modernised construction techniques in construction sector. 

An analysis was done to assess the extent to which the Company achieved the 

objectives of its incorporation as discussed in subsequent paragraphs. 

Contribution in public construction projects 

2.1.7 The construction activities carried out by the Company are broadly 

classified under three categories i.e. road (BOT) works, ROB works and 

Building works. Details of contribution of the Company in public construction 

projects during 2016-17 to 2019-20 is shown below: 

 

 

 

 

 

 

 

 

 



Part-II: Compliance Audit Observations of State PSUs 

31 

Table 2.1.1: Statement showing contribution of the Company in Public Construction 

Projects during 2016-17 to 2019-20 

 (₹ in crore) 

Year 

 

Road and bridge works 

executed by the Company 

Arrangement of 

funds for the BOT 

works executed by 

the Company 

Expenditure 

incurred on 

construction 

of roads and 

bridges by 

the GoR13 

Total value 

of roads 

and bridges 

constructed 

in the State 

during the 

year 

Share of 

Compan

y in 

carrying 

out road 

and 

bridge 

projects 

(in %) 

Road and 

bridge 

projects 

carried 

out 

through 

GoR 

funds 

(in %) 

Roads 

(BOT) 

Bridges Total Funds 

provided 

by the 

GoR 

Funds 

arranged 

by the 

Company 

1 2 3 4=2+3 5 6=2-5 7 8=6+7 9=4/8* 

100 

11=7/8* 

100 

2016-17 451.17 14.85 466.02 - 451.17 3018.63 3469.80 13.43 87.00 

2017-18 365.21 29.75 394.96 153.23 211.98 5254.23 5464.21 7.23 97.16 

2018-19 715.66 20.09 735.75 - 715.66 5364.78 6080.44 12.10 88.23 

2019-20 650.00 14.10 664.10 - 650.00 4239.99* 4889.99 13.58 86.71 

Total 2182.04 78.79 2260.83 153.23 2028.81 17877.63 19904.44 11.36 89.82 
Source: Information provided by the Company and Finance Accounts of GoR. 

*Provisional figure 

It could be seen that contribution of the Company in construction of roads 

and bridges during 2016-20 remained quite low as only 11.36 per cent of 

the total roads and bridges constructed in the State were executed by it. 

Resultantly, major portion (89.82 per cent) of the construction works 

executed in the State during this period continued to be dependent on State 

Government’s funds.  

The Government/Management did not furnish reply on the observation. 

Company’s share in flagship schemes of GoI/GoR  

2.1.8 The Company, pursuant to the objectives of incorporation, constituted 

(April 2002) a Business Procurement Cell (BPC), to secure tenders by 

participating in the bidding process. The cell was responsible for examination 

of Notice Inviting Tenders (NITs), preparation of proposals for new tender 

works and technical bid and submission of its recommendations to the 

Managing Director.  

Audit observed that BPC did not perform the assigned task as it did not 

participate in tenders invited by different nodal agencies for implementation of 

flagship schemes of GoI/GoR. Audit also observed that most of the 

departments/organisations follow the tendering system and award the projects 

by inviting open tenders and only limited number of works are entrusted on 

nomination basis. Only two works i.e. one under PMGSY14 and one under 

Adarsh School Yojna were assigned to the Company on nomination basis. The 

share of the Company in four flagship schemes of the GoI/GoR is depicted in 

Chart 2.1.3 to 2.1.6: 

 

 

                                                 
13  Figure derived from Finance Accounts of the State Government for the concerned 

financial year. 

14  Pradhan Mantri Gram Sadak Yojna 
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Chart 2.1.3 to 2.1.6: Implementation of Flagship Schemes of GoI/GoR 

 

 

Thus, Company’s contribution in the total construction activities as well as 

flagship schemes was restricted to the value of works entrusted by the clients 

on nomination basis (as depicted in Table-2.1.1).  Audit also noticed that the 

Company had not tried to enhance its capabilities to obtain tender works as 

recommended (2015-16) by the COPU. Thus, the company lagged behind in 

achieving the very purpose of its incorporation. 

The Government/Management did not furnish reply on the observation. 

Adoption of technological advancements 

2.1.9 New and emerging technologies reshape the dynamics of road 

construction with focus on sustainable development. They offer various benefits 

to all stakeholders, including road users, the authority/ government, 

concessionaires, and developers. These technologies also include use of 

improved materials for road construction. The Company being in the field of 

road construction is expected to keep a close watch on the technological 

innovations/ upgradations/ advancements in the road construction sector and 

take steps for adopting such technological innovations/ upgradations/ 

advancements. Review of records disclosed that the Company did not have any 
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Research and Development (R&D) cell to provide framework for development 

of research culture and to identify and adopt any new/modernised techniques in 

construction activities.  

Use of plastic waste in construction of roads 

The Indian Roads Congress (IRC) published (November 2013) ‘Guidelines for the Use of 

Waste Plastic in Hot Bituminous Mixes (Dry Process) in Wearing Courses’ (IRC: SP:98-

2013). These guidelines provide for use of plastic waste up to eight per cent by weight of 

bitumen in the bituminous wearing course and as per mix design requirement. The 

Ministry of Road Transport and Highways (MORTH), GoI recommended (November 

2015) use of plastic waste in the hot mix bituminous wearing coat and issued directions 

(including State Governments) for use of plastic waste in periodic renewal of all the 

National Highways. The MORTH, GoI again reiterated (December 2019) its former 

directions and stipulated use of plastic waste in construction of roads on pilot project basis. 

In December 2019, the Federation of Indian Chambers of Commerce and Industry 

(FICCI) and CRISIL prepared a white paper namely ‘Paving future roads for India’. The 

white paper reflected construction of one lakh kilometres of roads in India by using plastic 

waste till 2018. Further, field performance studies had found the process to be 

advantageous as the roads constructed using the plastic waste in the bituminous mix had 

higher resistance to deformation, increased durability, improved fatigue life and better 

stability and strength. Besides, it is also a way to recycle plastic waste. 

Audit observed that: 

 the Company did not take an initiative to use plastic waste in 

construction/maintenance of roads till March 2020 despite the fact that the new 

technique could help in reducing the construction costs of the undertaken projects 

as well as in disposal of waste plastic;  

 the Company constructed total 531.48 kilometres roads under BOT schemes 

during 2016-19. Had the Company used plastic waste in construction of these 

roads, the Company could have replaced 425.18 tonnes of bitumen (8 per cent of 

total bitumen15) with the waste plastic and could have reduced the cost of bitumen 

used in these roads by ₹ 2.14 crore. Further, the new technique would have helped 

in disposal of waste plastic to the same extent; and 

 As on 1 April 2016, 1785.50 kilometres roads had already been constructed and 

available with the Company for collection of toll.  The Company could have used 

waste plastic in periodic repair and maintenance of these roads during 2016-19 

which was also not done. 

Thus, due to non-adoption of technologically advanced, eco-friendly and sustainable 

practices, the Company lost the opportunity of controlling the construction/repairing cost 

of the roads as well as disposal of tonnes of plastic waste during 2016-19. 

The Government stated that considering the suggestions of Audit, the Company 

had created a R&D cell for coordinating with the agencies/vendors involved in 

evolving new technology in construction sector. It also assured that use of 

plastic waste would be incorporated in upcoming BOT projects to the possible 

extent. 

Acquisition and implementation of projects 

2.1.10  Deficiencies noticed in acquisition of projects from client departments/ 

organisations and their implementation are highlighted as under: 

                                                 
15  As an estimate 10 tonnes of bitumen is required for construction of one kilometre of road 

and thus, total 5314.8 tonnes of bitumen would have been used in construction of these 

roads. 
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These deficiencies are discussed in detail in subsequent paragraphs. 

Projects undertaken from Clients 

2.1.11  The Company obtains construction projects from the client 

departments/organisation and executes them by awarding work contracts as 

well as departmentally. As on 1 April 2016, 199 projects having sanctioned cost 

of ₹ 2439.02 crore were in the process of execution. Details of projects obtained 

and projects completed during 2016-17 to 2019-20 are given in Table 2.1.2.  

Table 2.1.2: Projects obtained and projects completed during 2016-17 to 2019-20 

 (₹ in crore) 

Year Projects obtained 

during the year 

Projects completed 

during the year 

Projects pending at 

the end of the year 

No. Value No. Value No. Value 

2016-17 52 1292.69 77 782.14 174 2949.57 

2017-18 88 3036.50 52 1017.81 210 4968.26 

2018-19 33 170.45 114 1872.83 129 3265.88 

2019-20 280 664.39 45 1028.04 364 2902.23 

Total 453 5164.03 288 4700.82   

Source: Information provided by the Company. 

Audit observed that the Company did not have control on the quantum of the 

works undertaken/executed for a year as there was wide fluctuation in the value 

of works obtained (declined by 94 per cent in 2018-19) and projects completed 

(increased by 84 per cent in 2018-19) and it merely depended on its client 

•In selected units, 69 
out of total 99 works 
could be completed. 

• 37 works completed 
with delay upto 43 
months

• 26 WIPs delayed 
upto 25 months

• Nine out of 10 
selected works were 
executed with 
average delay of 
13.33 months.

• Six of these 9 works 
were in progress till 
March 2020. 

• Three work 
contracts were 
awarded by the 
Company with 
significant delay of 
15, 19 and 33 
months.

• MOUs executed in 9 
out of 23 selected 
projects

• In remaining 14 
cases, provision of 
MOA for executing 
agreement was not 
complied with.

Execution of 
MOUs/ 

agreements 
with clients

Delay in award 
of work 

contracts

Delay in 
completion of 

work contracts 
by the 

contractors

Delay in 
handover of 
projects to 

clients
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departments for receipt of projects. However, resources available with the 

Company to execute these works were constant. Resultantly, the Company was 

not in a position to monitor implementation of undertaken projects in a proper 

manner and control time overruns in handing over the projects in those years in 

which the quantum of works had significantly increased. The time overrun in 

completing/handing over the selected projects to the respective clients is 

discussed in subsequent paragraph 2.1.12. 

Delay/deficiencies in handing over the projects 

2.1.12  The MOA of the Company provided undertaking of construction 

activities after entering into agreement with the client. Audit noticed that out of 

the 42 selected work contracts (23 projects16), the Company executed 

agreement/ Memorandum of Understanding (MOU) in nine projects (11 work 

contracts) as depicted in Appendix-5 whereas in remaining 14 projects (31 work 

contracts), agreement/ MOU was not executed. Thus, the Company violated the 

provision of its own MOA.  

It could be seen from the appendix that out of the 10 works17 scheduled for 

completion by March 2020, one work was completed within the stipulated 

timeframe, three works were completed with a delay ranging between six 

months and 21 months and remaining six works18 remained incomplete even 

after a period ranging between three months and 27 months beyond the 

timeframe stipulated in the respective agreements/MOUs. Thus, the concerned 

Unit office could not ensure completion/handing over of the projects within the 

committed timeframe. Audit analysis disclosed that the delay in handing over 

the projects was mainly due to delay/deficiencies in awarding the work 

contracts, executing the awarded works, arranging requisite funds from the 

clients etc. as discussed in succeeding paragraphs. Audit observed that the 

Company did not devise a mechanism to analyse the reasons for delay and to 

take effective steps to control the time overrun in these works. Resultantly, 

benefits intended from creation of these infrastructural projects also remained 

unachieved during the period of delay. Besides, delay in handing over all the 

projects executed on the basis of financial sanction (except one work19 which 

was delayed by three months) could not be ascertained in the absence of period 

agreed for executing such projects. 

The Government stated that the works got delayed due to bonafide reasons viz. 

non-finalisation of layout due to demarcation dispute, encroachment on site, 

non-receipt of funds from clients, change in scope of work, delay in finalisation 

of drawings and designs by consultant, delay in handing over of site, delay in 

shifting high tension line and police chowki from site, shortage of cement. 

The fact remained that while executing the agreements/MOUs, the Company 

did not envisage the vital factors viz. finalisation of layout, design and drawing 

and scope of work, clear, undisputed and complete possession of site and timely 

                                                 
16  The Company awarded one or more work contracts for executing each project. 

17  Except one work scheduled to be completed in 2020-21. 

18  S. No. 2, 3, 5, 7, 10 and 11. 

19  Development works at Bhrama Temple, Pushkar, Ajmer where period of executing the 

work (12 months) was defined in the financial sanction issued by the client.  
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receipt of funds which affected progress and handing over of the project in time. 

Besides, the reply was silent on the issue of non-execution of requisite 

agreement/MOU in violation of provisions of MOA in most cases. 

Award and execution of construction contracts 

2.1.13 The Company executes projects by awarding the projects to contractors 

in toto or by splitting a project into multiple parts/packages as per provisions 

given in Schedule of Power of the Company. Audit noticed that the six selected 

Unit offices awarded 99 work contracts during 2016-17 to 2019-20.  The 

completion schedule envisaged for these works had already expired by 31 

March 2020. Status of implementation of these work; contracts as on 31 March 

2020 is given in Table 2.1.3.  

Table 2.1.3: Status of implementation of these work contracts as on 31 March 2020 

(₹ in crore) 

Type of works Works 

awarded  

Works 

completed  

Overall Works in Progress (WIP) 

No. Value No. Value No. Awarded value Executed value 

Building works 84 258.91 57 101.23 27 145.43 74.93 

ROB works 3 278.76 0 0.00 3 278.76 0.00 

Road (BOT) works 12 432.64 12 432.03 0 0.00 0.00 

Total 99 970.31 69 533.26 30 424.19 74.93 

Source: Information provided by the Company. 

Audit observed that 37 of the 69 completed works were delayed (upto 43 

months) mainly due to non-obtaining/obtaining in piecemeal requisite drawings 

from the clients; delay in providing layout/drawings to the contractors; paucity 

of funds; delay in obtaining mandatory permission; appointment of third party 

audit by client due to deficient/unsatisfactory quality of executed works; 

availing services of third party for proof checking of cement concrete crust 

design after awarding the work; non-ensuring shifting of utilities etc.  

Audit further observed that 27 of the 30 WIPs, where schedule stipulated for 

completion of the works had already expired, could not be completed by March 

2020 (delayed upto 25 months). Further, there was no progress in case of six 

WIPs (i.e. three ROBs awarded between May 2018 and March 2019 and three 

building works awarded between April 2019 and July 2019). Audit also 

observed that the delay in execution of works were mainly due to encroachment 

on the site/land; non-availability/delay in availability of funds from the client 

department/organisation; non-removal/shifting of sewerage, water and other 

facilities from site; non-initiation of works by the contractor; subsequent 

changes in the scope of works etc. 

Poor progress and inordinate delays in execution of works depicted that the 

Company did not devise a mechanism for effective monitoring and proper 

control on execution of the works to avoid time overrun. Thus, the very purpose 

of incorporating the Company as a specialised agency for carrying out 

construction contracts was defeated. Besides, the client departments/ 

organisations were deprived of the benefits envisaged from the respective 

projects during the period of delay. 
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The Government stated that the Company always takes necessary care while 

executing the work. It further stated that the ROBs were delayed due to change 

in scope of tendered work, encroachment on site, non-receipt of funds, non-

sanction of estimates, non-availability of land etc. 

The reply is partial and did not address the issues/lapses highlighted in 

observation. Besides, during the exit conference, the Management assured to 

improve its procedures viz. use of digitisation in identification and removal of 

hindrances, identification of pre-activities like shifting of utilities, finalising 

layouts, drawings and designs etc. and inclusion of activity wise execution 

timeframe in the agreement/MOU, improvement in inter-department 

coordination, promptness in attending the complaints lodged by the clients etc. 

so as to avoid similar situations in future. The Government however did not 

mention the efforts initiated by the Company for improving its functioning/ 

procedures. 

Further, delay/deficiencies in award and execution of the projects/works for the 

period 2016-19 are discussed in subsequent paragraphs 2.1.14 to 2.1.18 and 

2.1.24. 

Delay/deficiencies in awarding Work Contracts 

2.1.14  Scrutiny of selected cases disclosed that the Company took inordinate 

time in awarding work contracts for implementing three of the selected projects 

i.e. Construction of Sewerage Treatment Plant at Rajasthan Ayurvedic 

University, Karwar, Jodhpur (15 months), ROB at Level Crossing Number 265, 

Jhunjhunu (19 months) and Construction of connecting corridor between two 

buildings (33 months). Audit observed that the Company was not prompt in 

awarding the work contracts as the time taken for awarding these work contracts 

after execution of the MOU/agreement was significantly high. This was mainly 

due to inordinate time taken in finalising design/drawings/ specification, 

floating of tenders with incorrect specifications, non-cancellation of work order 

of defaulting contractors despite non-initiation of work etc. The deficiencies 

noticed in these three cases are discussed in detail in Appendix-6. 

During the exit conference, the Management promised to improve its 

procedures to avoid similar situations in future. The Government however did 

not mention the efforts initiated by the Company for improving its 

functioning/procedures.   

Award of work to an invalid Joint Venture  

2.1.15 The Unit office, Ajmer invited (December 2017) tenders for 

construction of elevated road scheduled to be completed by December 2019. As 

per qualification stipulated under Clause 4 (Instruction to Bidders) of the bid 

document, the bidders were required to have achieved a minimum financial 

turnover of ₹ 243 crore (i.e. equivalent to estimated cost of the work) in any one 

of the last five years and satisfactorily completed one work or two works or 

three works where value of each work shall be 80 per cent, 50 per cent or  

40 per cent respectively of the estimated cost of work in the last five years. 

Further, in case of submission of bid by a Joint Venture (JV), a copy of JV 
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agreement or letter of intent (LOI) along with proposed JV agreement was also 

to be furnished along with the bid. The JV agreement was to be registered so as 

to be legally valid and binding on the partners. Besides, the bidders were 

required to provide information regarding litigation, current or during the last 

five years, in which the bidder is involved. 

Technical bid evaluation of the single eligible bidder (a JV consisting two 

partners i.e. lead partner and second partner) reflected that the lead partner in 

individual capacity did not have the requisite minimum annual turnover and 

work experience. However, the JV had the stipulated qualification criteria as the 

second partner fulfilled both these criteria. The Company, after approval of its 

Board of Directors (March 2018), awarded (April 2018) the work for ₹ 220 crore 

in favour of the JV with schedule commencement and completion dates as  

9 May 2018 and 8 May 2020 respectively where progress of the work was to be 

ensured as per stipulated milestones20. There was no progress in the work and 

requisite plans viz. construction program, utility shifting plan, quality assurance 

plan etc. were not submitted. Hence, the Unit office issued (November 2018 and 

February 2019) two notices to both the partners of JV. Responding to the second 

notice, second partner informed (March 2019) that it was not part of the 

concerned project/work as it was not given any work order by the Company/the 

lead partner. It requested action to be taken against the lead partner for misusing 

its name for getting the work order. Subsequently, it also informed (May 2019) 

that it had lodged (April 2019) a First Information Report21 against the lead 

partner.  

The Unit office initiated (July 2019) a proposal to award the work to the lead 

partner on single entity basis in view of the dispute between JV partners. 

However, the Company decided (July 2019) to continue the existing contract on 

the recommendation of the Finance Wing as the police had filed the final report 

in the case. Thereafter, the Company received (6 August 2019) a notice from 

Delhi Police22, issued on the complaint lodged by the second partner against the 

lead partner for forgery of documents and it provided the documents/ records 

sought by the Delhi Police. 

Audit observed that the work was awarded without obtaining mandatory 

registered JV agreement and thus, the work contract was void as documents 

submitted by the lead partner for intended JV (LOI and draft JV agreement) did 

not have legal sanctity. The Company also overlooked compliance of another 

mandatory clause as information regarding involvement of JV partners in 

litigations was not obtained which was later revealed (9 July 2019) in the Final 

Report filed by the Police23. Further, while taking decision for continuing the 

work through the JV, the Company did not apply due diligence as it ignored the 

vital facts viz. non-execution and registration of JV agreement, second partner’s 

denial of existence of JV as well as serious allegations levelled and criminal 

                                                 
20  Schedule J of the agreement stipulated to achieve four milestones i.e. 10 per cent,  

30 per cent, 60 per cent and 100 per cent of the awarded work and provided a period of 

180 days for each milestone. 

21  FIR lodged with Police Station, Malviya Nagar, Jaipur.  
22  Police Station, Fatehpur Beri, New Delhi  
23  Final Report filed by the Police Station, Malviya Nagar, Jaipur. 
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complaints filed by him, ongoing legal disputes24 between both the partners, 

unattended deficiencies, no progress of work despite lapse of second milestone 

(May 2019) etc. The Company did not examine authenticity of the documents 

furnished by the lead partner. Further, decision to continue the contract was not 

justified as in absence of a valid agreement and refusal of the second partner, 

the work was being executed by the lead partner individually for which it lacked 

requisite competence. This is also evident from the fact that the lead partner 

could complete only 10.57 per cent work (₹ 23.25 crore) till February 2020. 

However, the Company allowed advantage of extending the work execution 

period accepting significant delay on its own part. 

Thus, the decision of the Company to award and continue the work with the 

existing contractor was not prudent due to which it could not handover the work 

to the client despite lapse of MOU period. Further, even after receipt of another 

police complaint, the Company neither examined the serious allegation of 

forgery at its own nor pursued the matter with the respective police station. 

Thus, possibility of submission of forged documents by the lead partner for 

obtaining the contract cannot be ruled out.  

The Government stated that since the matter was unprecedented/complicated 

and hence, based on the legal opinion, the Company allowed the lead partner to 

execute the work on single entity basis. It further stated that the registered JV 

agreement (executed on 31 March 2018) was furnished to Unit office on  

18 June 2019. Since the former police complaint (April 2019) was found false 

and baseless, pursuance of another similar complaint was not needed. Further, 

delay in execution was not attributable to contractor as the work was delayed 

mainly due to delay in shifting of utilities viz. water and sewer pipelines, electric 

and BSNL cables etc. and 30 per cent of the work had been completed till 

February 2021. 

The reply was not convincing as the Company did not furnish copy of registered 

JV agreement relating to the work and certificate confirming non-involvement 

of JV partners in legal dispute. Further, Company’s decision to continue the 

contract through JV which in actual was got executed through an incompetent 

partner vitiated the entire tendering process. During exit conference, all these 

aspects were discussed in detail and the Management assured to furnish a 

supplementary reply after reviewing the case, which was still awaited (August 

2021). 

Recovery of Overhead Charges and Liquidated Damages 

Unauthorised rates of overhead charges 

2.1.16  The PWD, while communicating the sanction of the Governor of the 

State regarding award of contracts for civil engineering works directly to the 

Company at actual cost plus overheads basis, stated (June 2013) that for the 

                                                 
24  Complaint lodged by the second partner in April 2019 mentioned ongoing legal disputes 

pending with the National Company Law Tribunal. 



Audit Report (Compliance Audit) for the year ended 31 March 2020 

40 

works costing above ₹ 100 crore, the overheads are to be decided on case to 

case basis with the prior concurrence of the Finance Department, through it. 

Scrutiny of records disclosed four instances wherein the Company decided the 

rate of overhead without obtaining prior concurrence of the Finance Department 

during 2016-20 as depicted in Table 2.1.4.  

Table 2.1.4: Status of projects executed and rates of overhead charges during 2016-20 

(₹ in crore) 

S. 

No. 

Description of work (present 

status of work) 

Month in 

which the 

MOU was 

executed 

Estimated 

cost of 

project as 

per MOU 

Rate of overhead 

charges accepted 

by the Company 

(in %) 

Actual 

cost of 

work  

 

1 Construction of Medical College 

Campus, Sikar (WIP) 

June 2017 189.00 5.00 57.30 

2 Construction of ROB (elevated 

road), Ajmer (WIP) 

December 

2017 

252.00 5.00 23.25 

3 Construction of Medical College 

Campus, Bharatpur (WIP) 

July 2015 139.00 6.40 139.75 

4 Construction of Medical College 

Campus, Bhilwara (WIP) 

September 

2015 

189.00 6.40 134.42 

Source: Records of the Company. 

Audit observed that the Company overrode the provisions contained in the 

sanction/orders issued by the PWD as it did not obtain prior concurrence of the 

Finance Department and irregularly recovered/booked overhead charges worth 

₹ 21.58 crore against the work executed on these four projects. Thus, the 

Company unauthorisedly decided the rates of overhead charges in these cases. 

The Government stated that the rate of overhead charges in three cases (S. No. 

1, 3 and 4) was based on the pro-rata charges25 allowed by the Medical Council 

of India.  

The fact remained that the Company did not comply with the laid down process 

as it was not competent to decide the rates of overhead charges in these cases 

on its own. During the exit conference, the Management, while accepting the 

flaws in the process, assured to obtain post-facto approval of the Finance 

Department. However, further details were not furnished. 

Short levy of Liquidated Damages (LD) 

2.1.17  Clause 49 of the Standard Bidding Document (SBD) read with Section 

4 (Contract Data) of SBD provides for levy of LD for delay in completion of 

work at the rate of 0.05 per cent per day of the initial contract price for whole 

work and the price specified in the milestone for non-achievement of specified 

milestone respectively subject to maximum LD of 10 per cent of the initial 

contract price. Further, considering the fact that LD was not being levied/ 

deducted as per contract agreements, the Company directed (18 August 2017) 

the heads of all the Unit offices to ensure deduction of LD from the running 

payments of the contractors as per provisions of the contract.  

                                                 
25  6.40 per cent (including consultancy charges at 1.40 per cent). 
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During review of records relating to one selected Unit office (Jodhpur-I), Audit 

observed that the Unit office did not evolve a mechanism to work out delay 

attributable to the contractor in timely manner by maintaining/updating the 

hindrance register from time to time and to deduct applicable LD as per the 

directions issued by the higher management. Audit noticed that seven of the 

nine selected contracts relating to the Unit office could not be completed within 

the stipulated time and the same were under progress despite lapse of overall 

completion period. Audit noticed that delay in execution of these seven 

contracts ranged from 258 days to 825 days. As each of these cases had delay 

beyond 200 days, therefore the Unit office was expected to deduct maximum 

LD (i.e. 10 per cent of the contract price) in each of these cases. Audit noticed 

that gross value of these seven contracts worked out to ₹ 31.98 crore and the 

Unit office released ₹ 19.33 crore against the running bills submitted by the 

contractors for these seven works. Accordingly, the maximum LD deductible 

for these contracts worked out to ₹ 3.20 crore. However, in five cases, the Unit 

office did not deduct any LD whereas in remaining two cases, the amount 

recovered on account of LD (₹ 0.32 crore) was lesser than the LD deductible as 

per relevant norms. Therefore, these seven work contracts involved short 

recovery of LD worth ₹ 2.88 crore. Thus, in none of these seven cases, the Unit 

office ensured compliance of the Management’s directions which led to short/ 

non-recovery of LD from the contractors. 

One of these seven cases where despite non-achievement of the milestones and 

delay in completing the work, the Unit office deducted lesser LD worth  

₹ 1.94 crore is discussed in Appendix-7. 

The Government did not furnish reply to the observation. 

Procurement of cement for construction activity 

2.1.18  Section 36 (Rate contract) of the Rajasthan Transparency in Public 

Procurement (RTPP) Act 2012 provides that a procuring entity may choose to 

engage in a rate contract procedure where it determines that the need for the 

subject matter of procurement is expected to arise on an indefinite or repeated 

basis during a given period of time. Besides, procedure of rate contract under 

Rule 29 (2) of the RTPP Rules 2013 inter alia provided that a procuring entity 

may award a rate contract through open competitive bidding or through other 

procurement method with recorded reasons. The period of rate contract shall be 

generally one year, preferably a financial year. Further, reasons for selecting 

other period for rate contract shall also be recorded. The prices under a rate 

contract shall be subject to price fall clause26. The new rate contract shall 

become operative right after the expiry of the existing rate contract without any 

gap and in case it cannot be concluded in time due to unavoidable reasons, the 

existing rate contract may be extended on same price, terms and conditions for 

                                                 
26  It is a price safety mechanism in rate contracts and it provides that if the rate contract 

holder quotes/reduces its price to render similar goods/works/services at a price lower 

than the rate contract price to anyone in the State at any time during the currency of the 

rate contract, the rate contract price shall be automatically reduced with effect from the 

date of reducing or quoting lower price, for all delivery of the subject matter of 

procurement under that rate contract and the rate contract shall be amended accordingly. 
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a period not exceeding three months. However, in such cases, it shall be ensured 

that market prices of the subject matter of procurement have not fallen down 

during the period.  

Cement is one of the key materials used in construction activity. As per practice 

in vogue, the Company places all the construction contracts exclusive of cement 

supply and the cement required for executing a project is provided to the 

contractor by the Company itself. To meet the requirement of cement, the 

Enquiry wing (previously done by the Business Promotion and Monitoring wing 

upto September 2019) obtains bi-annual requirement of cement from all the 

Unit offices and places rate contracts on cement manufacturers/suppliers for 

procurement of cement. As per provisions contained in the rate contracts 

executed with the cement manufacturers/suppliers, supply of cement was to be 

arranged on the basis of requirement submitted by its Unit offices through 

confirmed supply orders from time to time which were to be placed directly on 

the supplier under intimation to the Enquiry Wing. Further, the supplier was 

required to furnish information of the supplied quantity to the Enquiry Wing 

every week. 

Scrutiny of records relating to procurement of cement disclosed following 

shortcomings/deficiencies in the procurement system adopted by the Company: 

Non-compliance of provisions of RTPP Act/Rules 

2.1.19  The provisions relating to contract period and price fall contained in the 

RTPP Act/Rules in respect of rate contracts, safeguard a procuring entity from 

the possible losses that arise due to fluctuations in the rates of the procured item. 

The period prescribed for rate contract provides consistency in rates for a 

specific duration and avoids the losses due to increase in the rates on shorter 

intervals whereas the price fall clause helps in averting the losses due to 

reduction in rates during the currency of a rate contract.  

During 2016-17 to 2019-20, the Company awarded 10 rate contracts for 

procurement of Portland Pozzolana Cement (PPC) and Ordinary Portland 

Cement (OPC) as given in Appendix-8. Audit observed that the period adopted 

for these rate contracts ranged between three and six months. Further, despite 

having continuous requirement of cement for construction activity throughout 

2016-20, the Company, instead of procuring cement for a period prescribed in 

the RTPP Rules 2013, adopted shorter periods for executing the rate contracts. 

However, no reasons for adopting shorter periods for the rate contracts were 

found in the records of the Company.  

Audit also observed that the Company could not safeguard itself from the 

fluctuations as it did not include price fall clause and other provisions to monitor 

the fluctuating rates of cement. Further, there were continuous fluctuations in 

the contracted rates in short intervals. Audit also observed that on most 

occasions, the Company extended period of the rate contracts (including one 

occasion when the rate contract was extended beyond the maximum extension 

limit of three months) after expiry of the original contract period as it failed 

either in timely finalisation of the new rate contract or in availing the ordered 
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quantity within the original contract period. The Company also did not monitor 

the market rate of cement before extending the rate contracts. 

Further, the Enquiry Wing did not ensure collection and compilation of 

information relating to supply orders placed by the Unit offices from time to 

time. The suppliers also did not furnish information relating to cement supplied 

to the Unit offices on weekly basis. Resultantly, the Company could not provide 

information relating to demands raised and supply accepted against these rate 

contracts to Audit. Scrutiny of records disclosed that none of selected Unit 

offices (except Unit office, Alwar) maintained the requisite cement procurement 

register and therefore, did not provide month wise information relating to 

demands raised and supply received during 2016-20. Therefore, in the absence 

of requisite information, impact of not adopting contract period as per 

provisions of the RTPP Act/Rules and resultant regular fluctuations in the 

contracted rates could not be quantified in Audit. However, impact assessment 

of two test checked cases (i.e. rate contracts executed for PPC and OPC in 

February 2019) disclosed that the Company incurred avoidable expenditure of 

₹ 2.20 crore due to procurement of cement at higher rates as detailed in 

Appendix-9.  

Thus, the Company failed not only in complying with the provisions of the 

RTPP Act/Rules relating to rate contract but also in controlling the regular 

fluctuations in the contracted rates of cement to safeguard its financial interest. 

The Government stated that looking at market fluctuations, the tenders were 

floated for short period i.e. three to six months. It further stated that on expiry 

of each tender, the Company carried out market surveys and extended the supply 

periods as per Rule 73 (3) of RTPP Rules 2013. It also stated that project wise 

cement procurement registers were maintained by the Unit offices at respective 

project sites.  

The reply was not convincing as compliance of the statutory provisions relating 

to award of rate contracts was mandatory. Further, Rule 73 (3), quoted in the 

reply, was not pertinent as it describes provisions for placing orders for 

additional quantity only. Moreover, the reply given as regards maintenance of 

cement procurement register was factually incorrect as only one of the six 

selected Unit offices provided the cement procurement register. Further, the 

reply was silent on the issues of non-inclusion of price fall clause in rate 

contracts and non-maintaining of cement supply data by the Enquiry wing. 

Performance of Mechanical Unit 

Under-utilisation of newly purchased machines  

2.1.20  As per norms27 adopted by the Company, economic life of Batch Mix 

plants, diesel generator (DG) sets, dumpers/tippers and vibrator rollers is to be 

12 years whereas economic life of sensor pavers is to be 15 years. Further, 

utilisation periods/distance prescribed for construction machinery were 9,000 

                                                 
27  Revised norms of economic life of road/bridge construction machines issued (December 

1993) by the Roads Wing, Ministry of Surface Transport, GoI. 
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hours (Batch Mix plants and sensor pavers), 10,000 hours (DG sets and vibrator 

roller) and 2,40,000 kilometres (dumpers/tippers). 

The Company made budget provisions of ₹ six crore and ₹ 2.31 crore for 

purchase of new construction machines during the year 2016-17 and 2017-18 

respectively. In order to utilise the budgets, the Mechanical Unit of the 

Company proposed to procure certain machines (including one batch mix plant, 

DG sets, sensor pavers, dumpers/ tippers etc.) during the respective financial 

years. It also proposed to utilise these machines in the construction activities 

performed by the Company. Accordingly, the machines were procured with 

approval of the competent authority.  

During review of records, it was noticed that the Mechanical Unit could not 

ensure full utilisation of construction machines purchased during 2016-20 as 

per the adopted norms as shown in Table 2.1.5: 

Table 2.1.5: Utilisation of construction machines purchased during 2016-20 

Machine Quantity 

(Nos.) 

Month in 

which 

machine was 

procured 

Cost of 

machine 

(₹ in 

lakh) 

Standard 

utilisation  

(in hours 

or KMs) 

Actual 

utilisation 

(in hours 

or KMs) 

Utilisation 

(in %) 

Batch Mix Plant 1 March 2017 207.55 2252 675 30 

DG Set 320 KV 2 February 2017 46.68 5132 923 18 

DG Set 30KV 1 March 2017 5.08 2502 1302 52 

DG Set 15/25 KV 2 March 2019 0.35 1671 0 0 

Sensor Paver 1 March 2017 64.62 1802 1674 93 

Dumpers/Tippers 6 March 2017 139.74 360329 146778 41 

Dumpers/Tippers 6 July 2018 187.90 200219 1052 1 

Vibrator roller 1 April 2016 22.34 3265 1963 60 

Total   674.26    

Source: Information provided by the Company. 

It could be seen that the Mechanical Unit did not utilise six dumpers/ tippers 

(except operating for registration and fitness purpose only) and two DG sets 

worth ₹ 1.88 crore till March 2020 despite lapse of 21 months and 12 months 

respectively from purchase of these machines/equipment. Further, utilisation of 

other machines (except sensor paver) having acquisition cost of ₹ 4.21 crore 

ranged between 18 per cent and 60 per cent during the same period.  

Audit observed that the Company procured the construction machines without 

having a proper plan for executing the works on departmental basis. This is 

evident from the fact that after procurement of these machines, the Company 

executed only one departmental work28 with the help of these machines. 

Besides, in absence of proper assessment of requirement, six dumpers/tippers 

procured (2018-19), in addition to the dumpers/tippers procured in 2016-17, 

remained idle. Thus, faulty planning of departmental works led to non-

utilisation/under-utilisation of the machines and the Company could not achieve 

the very purpose of procuring these machines despite incurring significant 

expenditure on their acquisition. Audit further observed that despite directions 

of the higher management (July 2019), the Company could not ensure alternate 

use/renting out of these machines till August 2020. 

                                                 
28  Construction of Dudu-Malpura-Todaraisingh (Upto Chann) Road. 
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The Government stated that considering volume of road renewal works 

proposed for 2017-22, the machines were procured but the same could not be 

utilised as all the projects got hampered due to adverse financial condition of 

the Company. Besides, despite several efforts, no contractor showed interest in 

using/hiring the machines. The BoD had recently issued directions to utilise the 

machine for atleast one renewal work every year. 

The fact remained that inadequate planning by the Company resulted in  

non-utilisation of machines till March 2021. 

Financial Management, Quality Control and Monitoring 
 

Financial Management in Construction Contracts 

Execution of works in excess of available funds 

2.1.21 For carrying out construction activities smoothly, collection of funds in 

advance from the client departments/organisation is a primary requirement to 

avoid possibility of occurring hindrance due to paucity of funds. Further, it also 

provides financial security by avoiding possibility of financial loss in case of 

disputes with the clients at a subsequent stage.  

The COPU recommended (2015-16) a mechanism to be evolved to issue the 

final bill to the client department immediately after completion of the concerned 

project. Accordingly, the Company issued (December 2015 and April 2016) 

directions to all the Unit offices to ensure deposit of entire amount by the client 

departments/organisations before issue of final bill as in certain incidents delay 

in issue of final bill caused non-receipt of payment from the client 

departments/organisations. It also directed that in no case expenditure should 

exceed the amount deposited by the client department.  The Company reiterated 

(May 2016) its earlier instructions and directed that recovery of outstanding 

dues in time, through regular pursuance with the client departments, was to be 

ensured and the efforts made for recovery were to be reported to the Head office. 

Scrutiny of records of the selected cases disclosed seven instances where 

expenditure was incurred in excess of the funds provided by the client 

department/organisations as detailed in Appendix-10. It could be seen from the 

appendix that in these seven cases, the Company released (upto August 2020)  

₹ 137.82 crore on account of construction works carried out by the respective 

contractors against funds of ₹ 114.35 crore received from the client 

departments/organisations. Thus, the Company incurred ₹ 23.47 crore in excess 

of the available funds which was in contravention to the directions laid down 

by the Company as well as recommendations made by the COPU.  

Audit observed that four of these seven projects had already been completed 

and handed over to the respective client department/organisation. However, the 

concerned Unit office could not recover the outstanding dues relating to these 

projects despite lapse of period ranging between seven months and 19 months 
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from handing over of these projects. Besides, after exceeding the expenditure 

significantly, the concerned Unit office belatedly withheld execution of two 

projects whereas remaining one project was still under progress. This indicates 

that despite clear directions, the Unit offices did not evolve a mechanism to 

control the expenditure within the limit of available funds. Resultantly, the 

expenditure incurred in excess of the available funds hampered the financial 

interest of the Company. The Unit offices also failed in effecting recovery of 

the dues relating to these projects.  

Audit also observed that the Company could not enforce the COPU’s 

recommendations in true spirit as it did not monitor compliance of the 

directions/circulars by the Unit offices. Thus, the directions/circulars remained 

ineffective. 

The Government in reply furnished status of two cases which did not pertain to 

the observation and therefore the reply was not relevant. The fact remained that 

the Company executed works in excess of funds in violation of COPU’s 

recommendations.  

Outstanding dues of the Company as a whole 

2.1.22  Review of financial statements of the Company disclosed that as on  

1 April 2016, the Company had recoverable dues worth ₹ 60.97 crore of which 

dues of ₹ 43.16 crore pertained to a period ranged upto three years whereas 

remaining amount of ₹ 17.81 crore was pending for recovery for more than three 

years. Further, position of dues recoverable at the end of the year disclosed in 

financial statements for the period 2016-17 to 2019-20 is given in Chart 2.1.9.  

Chart 2.1.9: Position of dues recoverable from clients during 2016-17 to 2019-20 

 

The outstanding dues at the end of the year 2019-20 declined slightly as 

compared to previous year, but there was steep increase in outstanding dues 

during 2016-19. This indicated that the Company executed works during the 

period without ensuring receipt of corresponding funds from the respective 

client department/organisation. Further, 38 per cent of the total outstanding dues 

as on 31 March 2020 were pending for more than three years which reflected 

that execution of works without ensuring approval of the client and availability 

of funds in advance hampered recovery of considerable dues of the Company. 
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more were outstanding as on 31 March 201929 are given in Chart 2.1.10 (dues 

outstanding for a period upto three years) and Chart 2.1.11 (dues outstanding 

for more than three years). 

Chart 2.1.10 and 2.1.11: Clientwise30 outstanding dues as on 31 March 2019  

(₹ in crore) 

 

Audit observed that the Company had written off its dues worth ₹ 3.60 crore31 

during 2019-21. 

The Government accepted that the BoD of the Company decided to write off 

the long pending dues as the concerned projects had already been closed and it 

had made all efforts to realise the dues. However, the reply did not address the 

core issue of continuous increase in outstanding dues due to not confining the 

expenditure as per availability of funds. 

Deficient system for recovery of long pending dues 

2.1.23  During review of records relating to selected six Unit offices, Audit 

observed that four Unit offices32 had outstanding dues worth ₹ 8.40 crore as on 

31 March 2020 which were outstanding for more than three years. These dues 

were recoverable from three urban development authorities/trusts (₹ 3.18 crore) 

and four State PSUs/departments (₹ 0.63 crore). Besides, another major part of 

these dues pertained to three departments/organisations of the Central 

Government (₹ 2.99 crore), two urban development authorities/municipal 

corporations belonging to other State Governments (0.52 crore) and one 

                                                 

29  Consolidated figures of client wise outstanding dues for the period ended 31 March 2020 

were not available with the Company. 

30  Public Works Department (PWD), Home Department (Home), Medical, Health and 

Family Welfare Department (Health), Law and Judiciary Department (Law), Education 

Department (Education), Technical Education Department (TED), Hydrolic & Water 

Management Department (HWM), Agriculture College (AC), General Administration 

Department (GAD), Rajasthan Ayurved University (RAU), Jodhpur Development 

Authority (JoDA), Jaipur Development Authority (JDA), Tribal Area Development 

Department (TAD), Rajasthan State Electricity Board (RSEB), Urban Improvement 

Trusts (UITs), Navodaya School (NS) and Nagar Nigam (Nigam). 

31  ₹ 1.87 crore in 2019-20 and ₹ 1.73 crore in 2020-21. 

32  ₹ 2.14 crore of Unit office, Alwar, ₹ 2.60 crore of Unit office, Jaipur-II, ₹ 3.41 crore of 

Unit office, Jodhpur-I and ₹ 0.25 crore of Unit office, Ajmer-I. 
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nationalised bank (₹ 0.17 crore). The dues, which were pending for a period 

ranging from three years to 25 years, could not be recovered in the absence of 

relevant details/records or refusal of such claims by the concerned clients. 

Audit further observed that the Head Office of the Company could not 

corroborate its claims as it did not have client/department wise consolidation of 

dues and did not pursue the issue with the client departments/organisations 

periodically. Inadequate recovery efforts forced the Company to write off its 

significant dues worth ₹ 1.32 crore33 during 2020-21 which belonged to 13 

clients of four selected Unit offices. Non-recovery of dues from the client 

departments/organisation controlled by the State Government indicates that the 

Company did not make adequate and concrete efforts by conducting periodical 

meetings to take up the matter at appropriate level of the State Government. 

Audit further observed that while writing off the dues, the Company itself 

accepted the facts that the dues could not be recovered due to incurring 

expenditure in excess of the sanctioned amount, executing extra items and 

disputes on the rates of centage charges. Further, in certain cases, it could not 

execute recovery as either the concerned projects/schemes had already been 

closed or funds were not available under these scheme/projects. This indicated 

that the Company did not ensure necessary financial arrangements with the 

concerned client departments/organisations before extension/amendments in 

the work contracts at its level. 

The Government while accepting the observation stated that vigorous efforts 

are being made to recover the old dues from clients. 

During the exit conference, the Management stated that client/department wise 

consolidation of dues had been maintained and assured to provide the same to 

audit. Such details were awaited (August 2021). Further, the Company did not 

address the core issue of ensuring recovery as per laid down norms in future.  

Quality Control  

2.1.24 Quality control (QC) is part of quality management that ensures 

products and services comply with the requirements. It facilitates measuring the 

quality characteristics of a work, comparing them with the established standards 

and in analysing and correcting the differences between the results obtained and 

the desired results. It is a vital tool as performance of an organisation involved 

in construction sector has direct correlation with quality of the executed works. 

Besides, Technical specifications define the type of controls that must be carried 

out to ensure proper execution of the work. Further, the Company follows the 

norms/guidelines prescribed by the Ministry of Road Transport and Highways 

(MORTH) for construction of roads and bridges. 

 

 

                                                 
33  It is part of the dues written off (₹ 1.73 crore) during 2020-21. 
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Norms for carrying out inspections 

2.1.25 The Company determined (January 2012) norms34 for inspections to be 

carried out on monthly basis to ensure quality of works to be executed.  

Review of records disclosed that the Company did not maintain any database of 

actual inspections carried out by the designated officers {except Project 

Director (QC)} in a month. In the absence of requisite records, it could not be 

ensured that the norms for inspections were complied with by these designated 

officers. 

The Government stated that inspection reports along with details of total 

number of inspections carried out and inspection days were maintained by the 

QC wing on monthly basis. The reply was, however, silent in respect of monthly 

inspections carried out by the other designated officers. 

Non-monitoring/follow up of Inspection Reports on quality control 

2.1.26 The QC wing carries out physical inspection of works/projects and 

issues Inspection Report (IR) mentioning the shortcomings found during 

inspection. Thereafter, the concerned Unit office is required to rectify the 

deficiencies pointed out in the IR and submit the Action Taken Report (ATR) 

to the QC wing. The number of IRs issued by the QC wing during 2016-20 and 

ATRs submitted by the Unit offices till 31 March 2020 is given in Table 2.1.6. 

Table 2.1.6: Status of IRs issued vis-à-vis ATRs submitted during 2016-20 

Year IRs issued by the QC 

wing (Nos.) 

ATRs submitted by the 

Unit offices till 31 

March 2020 (Nos.) 

Cases where ATRs had not 

been submitted by the Unit 

office till 31 March 2020 (Nos.) 

2016-17 427 418 9 

2017-18 205 180 25 

2018-19 320 259 61 

2019-20 207 108 99 

Total 1159 965 194 

Source: Information provided by the Company. 

It could be seen that out of 1159 IRs issued by the QC wing during 2016-20, the 

Unit offices submitted ATRs in 965 cases (83 per cent) only whereas ATRs in 

194 cases had not been submitted till 31 March 2020. A test check of IRs 

relating to five selected building works35 reflected various deficiencies in 

construction activity viz. improper reinforcement of beams, incorrect 

installation of air vents and incorrect/absence of offset of PCC. Moreover, there 

were cases of hollow in stone masonry work, absence of specified combined 

gradation of coarse aggregates in job mixes, undersized paitam, poor quality of 

mortar and poor grading of cement concrete etc. Further, the IRs highlighted 

other deficiencies viz. lack of requisite testing, absence of footing plan, 

inoperative cube testing machine, absence of contractor’s site engineer, non-

maintenance of quality control/daily cement consumption registers, execution 

                                                 
34  General Manager/Chief Project Manager (9 days), Deputy General Manager (9 days), 

Project Director (9 days), Project Director QC (10 days). 

35  ITI buildings at Shergarh and Lohawat, Residential (Police) quarters at Jodhpur and 

Alwar and Administrative and Examination Block at Matsya University, Alwar. 
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of works not covered in BOQ etc. Further, in one of these five works, the client 

department during joint inspection highlighted that the work had several 

deficiencies due to improper supervision and instituted a third-party inspection 

where several deficiencies in the work were highlighted.  

Audit observed that ATRs for these 194 IRs remained pending for a period 

ranging upto four years. This indicates that the Company was not prompt in 

monitoring the deficiencies pointed out during the inspections carried out by its 

QC wing. Further, in absence of ATRs relating to these 194 IRs, Audit could 

not assess whether the deficiencies highlighted by the QC wing had been 

removed by the concerned Unit office. Thus, the quality aspects of these works 

could not be verified in Audit. Audit also observed that the QC wing neither 

monitored the corrective action reported in the ATRs submitted by the Unit 

offices nor ensured follow up action on the IRs issued by it. Besides, the 

Company did not evolve a mechanism to monitor the efficiency and 

effectiveness of the quality control inspections conducted by the QC wing. This 

indicates that the quality control mechanism adopted by the Company was not 

fully functional and effective. 

The Government stated that there was only one pending ATR. It further stated 

that the IRs effectively pointed out the deficiencies/defects in execution which 

indicate the mechanism adopted was functioning effectively. 

The figures of IRs and ATRs mentioned in the reply differed significantly from 

the figures provided to Audit during the course of audit. The issue was 

highlighted during the Exit Conference where the Management promised to 

recheck the figures and furnish revised reply. Revised reply from management 

was awaited (August 2021). Further, the reply did not address the deficiency 

highlighted in the observation.  

Lack of Quality Control in road works  

2.1.27 The MORTH follows the Indian Road Congress (IRC) codes and other 

Indian Standards (IS) codes relating to construction of roads and bridges and 

also issues certain circulars/guidelines from time to time. Section 5 (technical 

specifications) of the agreements executed for the road works stipulates that all 

the items of work included in the scope of work will be executed as per MORTH 

specifications for road and bridge work (5th revision 2013), relevant IRC/IS 

codes and the circulars/guidelines issued by MORTH from time to time. The 

MORTH specifications36 specified that in order to maintain the quality aspect, 

the minimum quantum of bitumen content in construction of Dense Bituminous 

Macadum (DBM) and Bituminous concrete (BC) roads are to be 4.50 per cent 

and 5.40 per cent respectively of the mass of the total mix. 

The Unit office executing the construction works are primarily liable for testing 

the quality of works at site and Unit’s laboratory. Besides, the QC wing prepares 

and communicates the detailed test results/reports to the Unit offices for 

ensuring overall quality of work at their level as per the laid down norms. 

                                                 
36  Table 500-10 and Table 500-17 relating to construction of Dense Bituminous Macadum 

(DBM) and Bituminous concrete (BC) respectively. 
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Analysis of test results/reports prepared by the QC wing during 2016-19 in 

respect of 19 road works (including three selected roads37) showed that the 

percentage prescribed for use of bitumen content in construction of respective 

roads ranged between 4.50 per cent and 4.72 per cent for DBM parts (except 

one work where percentage of bitumen content was 4.25 per cent) and between 

5.40 per cent and 6.01 per cent for BC parts of the roads. Audit observed that 

the QC wing obtained samples of DBM from 155 chainages and BC from 137 

chainages belonging to these roads and tested these samples at the central 

laboratory of the Company.  The test results/reports prepared for these samples 

reflected that samples of DBM in 96 chainages and BC in 91 chainages showed 

use of lesser bitumen content in construction of these roads. The percentage of 

bitumen content used in these substandard chainages was lesser than the 

specified Bitumen content of respective roads and ranged between 2.45 per cent 

and 4.71 per cent in DBM parts and between 4.23 per cent and 5.98 per cent in 

BC parts. In one38 of the three selected roads, thickness of BC core in all the 

eight sampled chainages was lesser than the thickness prescribed in the 

respective bills of quantity. Further, in case of 16 roads, the number of 

substandard chainages ranged upto 12 for DBM parts as well as BC parts. This 

indicates that the respective Unit offices failed to ensure quality control in 

construction of these roads during the course of construction as the laid down 

norms/MORTH specifications have been violated in all the 18 cases. 

Audit further observed that despite communication of test reports relating to the 

two selected roads by the QC wing, the Unit office, Ajmer-I did not take any 

cognisance to the reports/results as records relating to corrective action taken 

by the Unit office had not been provided to Audit. Further, the Company did 

not evolve a mechanism to monitor the actions taken by the Unit offices on the 

basis of inputs provided by the QC wing. Thus, the objective of instituting the 

QC wing remained unachieved. 

The Government accepted that the Unit offices did not submit any report as 

most of the test results were found satisfactory. It also accepted that the action 

taken reports were not properly monitored by the QC wing. In one of the 

highlighted cases (i.e. sample detecting bitumen content at 2.45 per cent), it 

claimed that the concerned stretch was reconstructed but did not furnish any 

supporting document for verification. Further, the reply was silent regarding 

corrective action taken in respect of other sub-standard cases highlighted in the 

observation. Government was also silent about action taken against 

departmental officers and contractors for sub-standard work. 

Joint Physical Inspection of one selected road project 

2.1.28  Audit conducted (July 2020) joint physical inspection of one of the 

selected roads39 (completed in June 2019) with the Company’s representatives40 

wherein following deficiencies in construction of the road were noticed: 

                                                 
37  (i) Dudu-Malpura-Todaraisingh-Chann road (ii) Todaraisingh-Bhaghera-Kekri road and 

(iii) Sikar-Jhunjunu-Luharu Road. 

38  Sikar-Jhunjunu-Luharu Road. 

39  First 50 KMs of Dudu-Malpura-Todaraisingh (Upto Chann) Road. 

40  Heads of the concerned Unit office (Tonk) and QC wing. 
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 Detailed technical estimates proposed to construct interlocking blocks/ 

granular sub-base (GSB) shoulder of 2.5 metre on both sides of the road 

alongside the entire road and covered cement concrete drain on both sides 

of the road along with the interlocking blocks. During the inspection, it 

was observed that the contractors did not provide interlocking blocks/GSB 

shoulders/drains alongside the road as per the prescribed technical 

estimates as these were either found missing on certain places or lacked 

uniformity alongside the road. Further, on certain trenches, depth 

alongside the road was measured upto 30 centimetres/one foot as depicted 

in Image 1 and Image 2. 

 
Image 1: Missing interlocking blocks/GSB shoulder/drain 

 

Image 2: Depth alongside the road 
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 During the joint inspection, an unconstructed stretch (60 metres) was 

found which indicated that satisfactory completion of the work considered 

by the Company was not correct as shown in Image 3 and Image 4. 

Responsibility may be fixed for the deficiency. 

 

Image 3: Unconstructed stretches of the road 

 

Image 4: Unconstructed stretches of the road 

 Maintenance and clear approach (including GSB/interlocking) was to be 

ensured by the concerned contractor during the currency of DLP41. 

                                                 
41  From June 2019 to June 2022. 
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However, during the joint inspection, thick bushes covering the GSB were 

noticed from the starting point of the road (Dudu village) to Malpura 

curve. As it was a newly constructed road, construction work of the road 

was found almost in good condition however unattended pits were found 

on the road at certain locations. Since the road was under DLP, the 

contractor was to ensure proper maintenance and clear approach of the 

road which was not done as shown in Image 5 and Image 6.  

 
Image 5: Bushes alongside the road 

 
Image 6: Pits on the road 
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