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CIDCO/EE(KMT)/2011/6 ~3
Date: 14/10/2011

C/6~d;re
C$?-

Name of works:
1) Reclamation in Sector 17 & 18 (Part) under 12.5% Scheme at Kamothe

Phase-II

39/CIDCO/EE(KLM)/03-04
2) Reclamation in Sector 19 & 31 under 12.5% Scheme at Kamothe

Phase-II

. 51IC IDCO/EE(KLM)/03-04

3)
Reclamation in Sector 20 under 12.5% Scheme at Kamothe Phase-II

4)

52/C IDCO/EE(KLM)/03-04
Reclamation in Sector 21 & 24 under 12.5% Scheme at Kamothe

Phase-II

53/C IDCO/EE(KLM)/03-04
5) Reclamation in Sector 22 & 23 under 12.5% Scheme at Kamothe

Phase-II

54/CIDCO/EE(KLM)/03-04

Sub: Extra expenditure of Rs. 2.55 Crores due to avoidable Q01ay in

finalization of tender

_ Audit Query No.8 regular Govt. Audit for the year 2006-07

The reclamation works were tendered in February-2004 for Kamothe

Node. The tenders for 05 Nos. of Contacts were received and opened on

. 11.03.2004.The range of offers was from (+) 21.10% to 22.50%. The validity

of the offer was for a period of 4 months i.e. up to 09.07.2004.

As the lowest offers received were higher as compared to similar

reclamation works tendered at "ULWE" Node. Hence. the tender committee

carried out ~8gotiation on 08.04.2004. After successful negotiations. the

-tenderers reduced their offers and committee recommended the reduced

offers @ (+) 14.5% for acceptance.



However, considering similar works awarded in Decembef"2003 at
"Ulwe" node at (+) 5.0%, CAD & Jt. MD 'advised' Tender committee for

negotiations with the lowest tenderer and the lowest tenderers reduced the

offers to (+) 12.5%. The proposal was submitted for approval.

..

However, Jt. MD felt that the lowest offers at (+) 12.5% is still on higher

side & submitted the proposal to M.D. for necessary orders.

M.D: discussed the issue with CE & GM (T), ACE(II) & S.E. on

06.07.2004. The proposal was approved by M.D~ on 07.07.2004 for

submission to Board.

The Board Meeting was not held in the month of 'July-2004'

subsequently the Board Meeting was held on 17.08.2004.

Mean while, the validity of tenders expired on 09.07.2004. The tenders

refused to extend the validity of offers as the fuel prices were escalating. Also,

the escalation clause was not provided in the tender and the major portion of

works was required to be carried after monsoon.

The tenderers requested to introduce a escalationvclause while

aqreeinq for extension in validity of offers.

As, it was not possible to introduce the escalation clause, after opening

of tenders. The corporation decided to re-invite the tenders. The tenders were

re-invited in August-2004.

The lowest offers received were ranging form (+) 33.45% to 37.5%.

After negotiations, the tenders were awarded at (+) 25.0% to the tenders.

The works under all the 5 contracts were completed in 2005 & final bills

were paid to the agencies in 2005-06.

The above contracts were audited by the CAG office in 2006-07 and

they have recorded a loss of Rs. 2.55 crores to GIDGO due to avcidable delay

in the award of work. The first report of GAG is placed C/i. The reply to the

auditquery was submitted on 09.08.2010 which is placed C/7. Not satisfied

r '"• I



------~-.-.~-~----.-.-...-.--- --_._-_ .._---_. __.._ ..........•.

with. the reply to the-iaudit query, the CAG again pointed out certain
discrepancies & maintained a loss of Rs. 2.55 Cr. to CIDCO. The repl¥was
again submitted to CAG but GAG preferred to report the matter to Govt. of

Maharashtra for its submission. The mater was referred to PUC. In the

meeting held on 09.06.2011 by PUC, the necessary clarification'were given
by P.S. to U.D., MD., CIDCO & CE&GM(T) who were questioned by the
PUC.

(-J ~fP
.»h I

elr

It appeared that PUC is not satisfied with the clarification offered by
CIDCO and has directed CIDCO to constitute a high level cornrnittee to
decide on the responsibility (Ref. C/\9dc21)

The 'events of the above contracts in sequential order aJongwiththe list
of officers concerned i&>placedat C/15.

SE(P&K) is requested is to forward this note to CE&GM(T), through
ACE(II) for deciding on further course of action.

Submitted please

Tkz, c::~JJcv-e. 1111li. 'b c!~ (.k t--\ T) k ~ u.--!:) ~ ~~. J r-J
b CG 2. <:; M ( T) .::v, ~I-c.) 6-y ~rv--.
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CIDCO/CE&GM(T)/2011
25.10.2011

The sUbject matter under Audit Query NO.8 was referred to Public Undertaking
Committee (PUC). The details regarding the Subject matter are elaborated On
pre-pages (Nil to NI3). The office of the CAG observed in 2006-07 that
corporation has suffered a loss of RS.2.55 crs. due to avoidable delay in theaward of reclamation contracts at Kamothe.

Although clarification and replies were given to the observation of CAGbut CAG
preferred to refer this matter to GoM and the same Was referred to PUc. PUC
held its meeting on 09.06.2011 when PS-UOO, VC&MO-CIOCOand CE&GM(T)
were questioned by PUc. PUC was not satisfied by the replies and clarification
given by the corporation and concluded with the recommendation that it is
necessary to fix up the responsibility and directed crOCO to cOnstitute a high
level committee to decide on this Inatter. It is also recommended that necessary
action be initiated on the officers responsible and the PUC should be informed

• within 3 months about the action taken by the corporation on the Subject matter.
It is therefore now necessary to Constitute a committee for the same.

-------------------- ----
VC&MO,however, may give further suitable directives in this regard.

.,
I

i-c:
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In compliance of the Directors of the Board. vide B.R. No. 8792 dated 18.07.2003. the

Corporation invited tenders in the month of Feb .• 2004 ( 3rd call) for reclamation works in

sector 17 and 18 (Part) under 12.5% scheme at Kamothe (Phase II) covered under C.A.

No. 39/CIDCO/EE(Klm)/2003-04 alonwith 4 other tenders of similar type.

In response to the invitation of tenders. two bidders submitted their offers. The bids

were opened on 11.03.2004 and the lowest offers were ranging from 21.10% to 22.50%
above the estimated cost put to tender.

The tender committee consisting of CE&GM(T). ACE("). SE(P&K). CAO and Sr. A.O.

felt that the lowest offers received are on higher side and therefore, the Committee

decided to negotiate with the bidders and accordingly the tender committee negotiated

with the lowest bidders and recommended acceptance of the bid submitted by the lowest

bidders in each part at 14.50% above the estimated cost put to tender uniformly.

A note was submitted to the Jt. M.D.lM.D. through CAO and the then CAO vide his note

dated 29.04.2004 recorded his considered opinion that, the acceptance of offer at

14.50% above the estimated cost is still on the higher side. Therefore. the then Jt. M.D.

directed the CE&GM(T) to discuss with the tender committee. Therefore, again the

CE&GM(T) called the tender committee meeting on 31.05.2004 and re-negotiated with

the lowest bidders and all the lowest bidders finally agreed to carry out the work at
12.5% above the estimated cost put to tender.

On 08.06.2004. the tender committee recommended the acceptance of the lowest bid at.
12.5% above the estimated cost. The then Jt. M.D. opined that still the rates are on the

higher side, and forwarded to the M.D. on 25.06.2004 for further directives. Thereafter,

the then Managing Direcor discussed the proposal with the CE&GM(T), ACE(lI) and

SE(P&K) and vide endorsement dated 06.07.2004 approved the proposal taking into

consideration the increase in the rate, royalty charges, increase in diesel rate and

keeping in view that there is no escalation clause. He accordingJy directed to place the

matter before the Board for approval. Accordingly, the agenda note to be placed before
the Board was approved by the then M.D. on 07.07.2004.
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The validity of the offer submitted was expiring on 09.07.2004. However, the Board

Meeting could not take place in the month of July, 2004 and therefore, the CE&GM(T)

exploredthe possib ility of obtaining extension of validity of the bids. The lowest bidders
submitted their conditional consent, extending the validity of their offer, demandingthat

escalationclause be included in the contract conditions.

The next Board meeting was held on 17th August, 2004 and the agenda note was
\

withdrawnwith a view to re-invite the tenders. Obviously, this withdrawalwas in view of
the fact that the lowest bidder gave conditional consent for. extension of validity of the

bids. Therefore, administrative approval was given to re-invite the tenders vide B.R. No.

9089 dated 17.08.2004. "'_'",
"":
;-~,

In the process of invitation of tenders, till submission of the agenda note for the

considerationof the Board, the entire facts are summarised as below:

Sr.No. Action Date of Action Officer Name of the

Responsible. Officers

1. Invitation of tenders 20.02.2004 CE&GM(T) Shri A.B. Karweer

2. Receipt of tenders 11.03.2004 -

3. T.C. note submitted to T.C. 27.03.2004 SE(P&K) ShriA.S. Patil

4. T.C. Meeling held on 08.04.2004 CE&GM(T), CAO, Shri A.B.

ACE(II) SE(P&K), Sr. Karweer.,ShriS.R.

I
A.O. Deshpande, Shri

\

S. Sinha, Shri AS.

,
Patil, Shri RR

, Deshpande

5. Note forwarded by Sr.A.O. to 15.04.2004 Sr.A.O. Shri R.R.

CAO
Deshpande

6. Submission of note by CAO to Jt. 29.04.2004 CAO Shri S.R

M.D. about higher rates
.Deshpande

7. Jt. M.D. directed to re-discuss in 10.05.2004 Jt.M.D. Silri C.S.

T.C.
Sangitrao

8. Rate analysis obtained from 28.05.2004 CE&GM(T) Shri A.B. Karweer

lowest bidders.

9. 2_"'l T.C.Meeting held on 31.05.2004 CE&GM(T), CAO, Shri AB.

ACE(II) , SE(P&K), Sr. Karweer.,ShriS.R

A.O. Deshpande, Shri

,
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S. Sinha, Shri AS.

PatH, Shri R.R.
Deshpande

10. T.C. recommended the proposal 08.06.2004 " .
for acceptance and find offer of

+12.5% ,
11. Proposal submitted to Jt.M.D. 18.06.2004 CE&GM(T) Shri A. B. Karweer
12. Jt. M.D. felt rates to be on higher 25.06.2004 Jl. M.D. Mrs. Sonia Sethi

side and sought the directives of

M.D.

13. M.D. discussed with CE&GM(T) , 06.07.2004 V.C.& M.D. Shri V.M. La!.,
ACE(IJ) & SE(P&K)

Shri AB. Karweer,

Shri S. Sinha, Shri

AS. PatH
14. Approval of proposal & Board 06.07.2004 V.C.& M.D. Shri V.M. Lal

Note

15. Board Note submitted to 08.07.2004 ACE(II) Shri S. Sinha
Company Secretary

16, Board meetingheld on 17.08.2004
17. Decision to re-invite the tenders 17.08.2004 Board

On careful consideration of the foregoing facts, the following conclusions are emerged.

a) It appears that the lowest offer at 14.5% above the estimated cost was further

negotiated by the officers concerned with a view to reduce the expenditure. After

negotiations, the lowest bidders agreed to reduce the rate from 14.5% to 12.5% above

the estimated cost. However, the said offers were required to be placed before the

Board and the validity of the offers expired since the Board meeting could not take place

in the month of July 2004. Therefore, the lowest bidders were asked to give consent for

extension of validity of the bids. The lowest bidders gave consent for extension of

validity of their offers on the condition that the escalation clause be included in the

contract. In view of this, the agenda note was withdrawn and an administrative decision
was taken to re-invite the tenders.

b) It is also observed that at that relevant time, large number of reclamation works

were going on in various nodes of Navi Mumbai, as a result of which the requirement of

earth/murrum enormously increased to the extent of 32 lakhs cu.rn. it was also noticed
that the rates of fuel also increased at that time.



It appears from the records that the decision of negotiation with the lowest bidders was

taken to explore the possibility of reduction in the cost at that time by the concerned

officers. However, the validity of offer expired and the conditional consent was given by

the lowest bidders for extending the validity of the offer was difficult to accept.

Therefore, a decision WLlS taken to re-invite the bids and in re-invitation of bids, the

Corporation received offers at higher rate as compared to earlier offers. The tenders

were invited by following due process and the bidders quoted higher rates considering

the increase in the fuel price and other factors such as labour charges, availability of

earth/murum etc. In view of this it is difficult to attribute any personal fault to any

individual officer.

MD may kindly consider these facts and issue suitable directives.

~1J_cJL__
CE& GM(T)
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NO.CIDCO/EE(KMT-I)I ~7
Date: 18.9.2009

Sub: Extra expenditure of Rs.2.55 Crores due to avoidable
delay in finalization of tender,
----------------------------------------------------------------
Audit Querry No.8 regular Govt. Audit for the year 2006-07.

(ilcl\JiP!Ch ~ ~ -~ ~ cr liQI\~l(sllqR~1cI) ~
~ ~~ ~, ~OO~ cr ~Z ~, ~OO\9 M (iqMfLll ~ CllfOl~Ch

Ref: Meeting held on 17.9.2009 in the chamber of Deputy Secretary,
Urban Development Department, Mantralaya Mumbai.

With reference to above subject a meeting was held in the chamber of

Deputy Secretary, Urban Development, Mantralaya on 17.9.2009 fr during the

meeting Deputy Secretary directed to provide one additional set of reply
submitted earlier pertaining to Audit Para No.4.3.

Accordingly one set of reply to the audit para is enclosed herewith.

SE(PfrK) is requested to forward the same for further needful please.

Submitted please.

~~7
~

~

r>1~(""
A;'v'( 7j)

----------------------------
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NO.CIDCOIEE{KMT)/2009. Date: 22nd July, 2009.

Sub: Extra expenditure of Rs~2.55Crores due to avoidable
delay in finalization of tender.
----------------------------------------------------------------
Audit Querry No.8 regular Govt. Audit for the year 2006-07.

Ref: Note No.CIDCO/CAO/GOVT.AUDIT/2009 dated 16.7.2009.

Audit observations made under the Audit Enquiry No.8 are clarified, in detail as under:

CIDCOinvited tenders on 20th February, 2004 for reclamation works in various sectors
of Kamothe. The details of the offers received were as under:
Sr. Location ft C.A. Nos. Estima- Name of Tenderer Lowest LowestNo. ted cost submitted offer Offer Agency

(Rs. In
lacs)

1 Sector 17 8: 18 (Part) 433.56 1) M/s.S.C. Thakur ft (+) 22.5 % Mis. S.c.CA39/CIDCO/EE(KLM)103-04 Bros. Thakur ft
2) Mis. J.M.Mhatre Bros.

2 Sector 19 ft 31 420.40 1) Maruti Civil Works. (+) 21.10 Mis.CA51ICIDCO/EE(KLM)I 03-04 2)M/s. S.C. Thakur a Maruti
Bros. Civil
3) Mis. J.M. Mhatre Works

3 Sector 20, 412.36 1) Maruti Civil Works. (+) 21.50 Mis. J.M.CANo.521CIDCO/EE{KLM)/03-04 2)M/s. S.c. Thakur ft Mhatre
Bros.
3) Mis. J.M. Mhatre

4 Sector 21 a 24 414.80 1) Maruti Civil Works. (+) 21.21 Mis. S.c.
CA53ICIDCOIEE(KLM)/03-04 2)Mls. S.c. Thakur 8: Thakur 8:

Bros. Bros.
3) Mis. J.M. Mhatre

5 Sector '22 8: 23 360.87 1) Maruti Civil Works. (+) 21.50 Mis. J.M.
, CA54/CIDCO/EE(KLM)/03-04 2)M/s. S.C. Thakur 8: Mhatre

Bros.
3) Mis. J.M. Mhatre

The tenders were received on t t" March 2004 and the validity of the offers was for

120 days t.e. upto 9th July, 2004. The Tender Committee meeting for the evaluation

of offers was held on 8th April, 2004. Considering the higher offers received, the

Tender Committee negotiated with the lowest tenderers and after negotiation the

agencies reduced their offers to 14.5 % above the estimated cost. The Tender

Committee recommended these reduced offers for acceptance. However, considering

other similar work awarded in December, 2003 at Ulwe by CIDCOat (+) 5%above the



,.
estimated cost, CAO 8: JMD adviced the Tender Committee to further discuss and

decide in the matter. Accordingly, Tender Committee meeting was held on 31st May,

2004. The lowest tenderers were also called for discussions. After deliberations 'with

the lowest tEmderers, the tenderers revised their offers to (+) 12.5% above the

estimated cost. These offers were recommended by Tender Committee for award of
, work.

1. The Board Note for award of work was put up to the Board during the Board

Meeting held on 17th August, 2004. However, the validity of the offers had

been expired by then and the Contractors agreed for extension of validity with
the condition that escalation clause be introduced in the Tender, which was

originally not provided in the Tender document. This condition was not

agreeable and therefore the Board item for award of work was allowed to be
withdrawn for re-invitation of tender vide B.R. No. 9089 dated 17.8.2004.

2. The tenders were re-invited by introducing escalation clause in the Tender

document. The Tenders were received on 17.9.2004, the details of offers
received were as under:

c

Sr. Location & C.A.Nos. Estima- Name of Tenderer Lowest LowestNo. ted submitted the offers Offer Agencycost
(In
lacs)

1 Sector 17 &: 18 (Part) 433.56 1) Mls.S.C. Thakur &: Bros. (+) 37.. 5 % Mis. J.M.
MhatreCA39ICIDCOIEE(KLM)/03-04 2} Mis. J.M.Mhatre

2 Sector 19 &: 31 420.40 1)Maruti Civil Works. (+) 33.50% Mis. S.c.CA 51ICIDCO/EE(KLM)1 03-04 2)Mls. S.c. Thakur &: Bros. Thakur &:~ Mis. J.M. Mhatre Bros.
3 Sector 20, 412.36 1)Maruti Civil Works. (+) 33.45% Mis. J.M..CA521CIDCO/EE(KLM)/03-04 2)M/s. S.C.Thakur &: Bros. Mhatre3) MIs. J.M. Mhatre
4 Sector 21 &: 24 414.80 1)Maruti Civil Works. (+) 33.50 % Mis. S.C.CA53/CIDCO/EE(KLM)/03-04 2)Mls. S.c. Thakur &: Bros. Thakur &:3) Mis. J.M. Mhatre Bros.

Sector 22 &: 23 360.87 1) Maruti Civil Works. (+) 33.45 Mis. J.M.
5

2)Mls. S.c. Thakur &: Bros. MhatreCA54/CIDCO/EE(KLM)/03-04 3) Mis. J.M. Mhatre

It is seen from the above that the offers were ranging from (+) 33.45%to (+) 37.50%.
,Tender Committee meeting was held on 7thOctober, 2004 when lowest tenderers were



~ I

(

also invited for deliberations and after neg~tiations they reduced their offers to
.(+) 25 %. The Tender Committee recommended the award of work to the following
agencies based on the reduced offer of (+) 25 %.

Sr. No. Location & C.A. Nos.
Name of Agency.1 Sector 17 & 18 (Part)
Mis. J.M. Mhatre

CA39/CIDCO/EE{KLM)1 03-04
2 Sector 19 & 31

Mis. S.c. Thakur & Bros.
CA51 ICIDCO/EE{KLM)I 03-04

3 Sector 20,
Mis. J.M. Mhatre

CA52/CIOCO/EE(KLM)/03_04
4 Sector 21 & 24

Mis. S.C. Thakur & Bros.
CA 53/CIDCO/EE(KLM)/03_04

5 Sector 22 & 23
Mis. J.M. Mhatre

CA54/CIDCO/EE{KLM)/03_04

The Board vide B.R. No.9173 dated 23rd December, 2004 accorded approval to the
award of work.

3. Clarifications to the audit guerries .

Clarifications to various audit observations are as under:

(i) In the first call the tenders were invited without the provision of
escalation clause in the tender document. Asthe lowest offers received
were on higher side as compared to the offers earlier received for Ulwe
.work, the Corporation through its Tender Committee entered into
negotiations with the lowest tenderer and negotiations were held by the

Tender Committee on two occasions and as a result the offer was finally
reduced to 12.5%. However, when the matter was submitted to the Board
on 17th August, 2004, the validity of the offers had exp'ired and lowest
tenderers agreed for extension of validity subject to the inclusion of
escalation clause in the Tender. As it was incorrect and unfair tp
introduce escalation clause after receipt and opening of tenders, which
might have invited for objections from the other tenderers who had not
participated in the tendering process. In order to be transparent and to



avoid any legal complications the corporation decided to re-invite the
tenders by including escalation clause.

(ii) ~Uring the first call, as the lowest offers received, were in the ra~ge of
·21.1 %to 21.5%above the estimated cost, were on the higher side from
Corporation's point of view, the negotiations were held by the Tender
Committee and hence evaluations of the tender' was prolonged.

(iii) The tenderers were requested for extending the validity. However, due
to fluctuations in the fuel prices at that time and in absence of escalation
clause in the Tender and also considering that most of the work would
have been required to be carried out after monsoon, the tenderers
requested for introduction of escalation clause. The fuel prices for the
diesel was Rs. 26.47 per Ltr. on the date of receipt of Tender
subsequently the diesel price was raised to Rs.29.30 per ltr. in July 2004.
Thus, the contention of the tenderers regarding the fluctuation in fuel
price was reasonable. It may please be noted here that the original offers
received were in the range of (+) 21.1% to 21.5%and it was only after
hard negotiations that they agreed to reduce the offer to (+) 12.5%.

(iv) Even, if the works would have been awarded at (+)12.5%,the contractors
would have found it very difficult to complete the work due to rise in fuel
prices and most probably contractors would have been frusta ted or given
rise to claims & disputes. Therefore the award of work at unworkable
rate is always not in the interest of employer either they would have
failed to complete the work or would have come up with various claims
on account of rising fuel prices etc. Thus, by ~ntroducing escalation
clause which gave fair opportunity for the tenderers to submit reasonable
offer and thereby the Works were. successfully completed without
receiving any claims from any of the contractors.

(v) The unit rate for earthwork at the awarded rate of (+)25%for Kamothe

Node works out to Rs.95.96 per cum. against the unit rate based on DSR
and considering additional lead for Kamothe Nodeworks out to Rs. 155.11
per cum. The rate analysis for the same is enclosed. Thus, the unit rate



Rs.95.96 per cum. for the awarded work at (+) 25%is quite reasonable, if
compared with D5Rrate of 155.11 per cum.

It is also to be noted here that at that time CIDCOhad undertaken
. large number of reclamation works in the Kamothe as well as nearby Ulwe
Node. The total earth/murrum requirement under the various works was
about 32 lacs cum. A detailed statement in this regard is also enclosed
herewith.

This has resulted in the increase rate for the earth work. Thus
the rate of (+) 25% at which the works were awarded is quite
competitive and reasonable.

In view of above, it can not be said that there was an extra
expenditure of Rs. 2.55 Crore due to in delay in finalization of the Tender
at 12.5%above the estimated cost.
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STATEMENT SHOWING DETAILS OF RECLAMATIONWORKSAWARDED
DURINGAUG-04 TO JAN-OS (EARTH MURRUMREQUIREMENT)

Sr. Particulars
Quantity of earth in cum.

No.
Kamothe

,1 Reclamation in Sector 17 & 18 (Part)
563709.00C.A. No.39/CIDCO/EE(KLM)103_04

2 Reclamation in Sector 19 a 31
546656.00C.A. No.51/CIDCO/EE(KLM)103_04

3 Reclamation in Sector 20
536235.00C.A. No.52IClDCQ/EE(KLM)103_04

4 Reclamation in Sector 21 & 24
539312.00C.A. No.53/CIDCO/EE(KLM)103_04

5 Reclamation in Sector 22 & 23
469124.00C.A. No.54/CIDCO/EE(KLM)103_04

Ulwe

1
Area leveling/reclamation in Sector 18 (Part) at

384992.00Ulwe

C.A. No.02/CIDCOISE(BUD)/UlweI03_04
2 Providing earthWork for track formation for

169772.00
chainage 6100Mtrs. to chainage 6700Mtrs. on
Nerul-Uran Railway ProJect

C.A. No.02/CIDCO/T&ClSE(HQ&NT)104_05

Total: 3209800.00

----------------------------------------------------------------------------
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Docket file no. 35/2016 ofEE(KHR-III)

09.05.2016No. CIDCO/EE·(KHR-III)/2016/f5/

Sub: Inspection Report on H.O. Transaction/ Contracts CIDCONaviMumbai 2014-15.
Ref:Officenote no. CIDCO/ACCTIS/IA/IR-F-43/2014-15 dtd. 21.04.2016

----Compliance for Non recovery of service tax on supervision charges- ---
i

. With reference to above office note dtd. 21.04.2016 the detail compliance regarding Audit
paras -II- B (01) in above mentioned inspection report are placed at C/1 to C/3 .

SE (KHR.,.II) may please peruse the above compliance and forward to CE(NM)through
ACE(I)for further submission to CAOfor further needful please.

Submitted please,

~
(P.I. Varade)

EE (KHR-III)/19348

CE (NM)

y.
~ct AJ

<C
10 ~ VI1) -ft- iv,~~ ,

:F9-C (V/~
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Sub: Inspection Report on H.O. Transactionj Contracts CIDCO Navi Mumbai 2014- 15.
Ref: CIDCOjACCTISjIA/IR-F-43j2014-15 dtd. 21.04.2016

Sr. mNo Para
No no.
1. AG/LAP/CI PART-

DCO/IR/F- {I-B /
43/260/20 Para 1
14-15

02.09.2009
to

31.12.2015

Audit Observation Management Reply I Justl{ication Remarks

The company is rendering Project Management Service to
Govt. Agencies/ Gov. Autonomous Bodies wherein the
Company provides supervision, consultancy services as
well as execution of work from COIIlmencement to
completion for rendering the services the company is
collecting/ recovering Project Management Consultancy
Charges (PMCCharges) at a percentage of total the project
cost. However the company is not recovering and
depositing the Service Tax at prescribed rate on PMC
received from there Agencies. As per Notification No.
25/2012 dated 20 June 2012 issued by Ministry of
Finance, the aforesaid service are not exempted from
Service Tax. Accordingly the company is liable to collect
and remit the Service Tax to Government. The company
has render PMC to the following the agencies during the
period from June 2008 to Feb 2016 and rendered PMCas
given below:-

(Amount in Cr.)

NIFT Project at Kharghar:
1. The total PMC charges receivable
from NIFT for expenditure in~tirred
on project upto 31.12.20 I? are
Rs. 8,27,34,274.20 (@ 8.5% of project
cost). Out of this Rs. 6,07,28,630.00
have been received so far. The
balance PMC charges yet to' be:
received from NIFT are Rs..
2,20,05,644.20. (Ref:C/19to C/- ) i
2. Joint Action Committee :during
meeting held on 15.02.2016 and:
30.03.2016 decided to recover the'
balance due PMC charges from the I
available deposit amount; with:
CIDCO. (Ref: Copy of MOM of JAC
meeting C/?I to C/37 )
3. Accordingly the proposal for
recovery of balance due PMC charges
of Rs. 2,20,05,644.20 from available
deposit amount with CIDCOhas been
submitted to Account Section. (Ref:
Copy of File no.30/2016 of EE(KHR­
III) placed at C:/ 2~ to C/ L.r") ..' .
4. In the said proposal service tax'
payable on total supervisionkharges
are proposed to be recovered [rom the I
available deposit amount WitJ?CIDCOI
as decided in JAC meeting subject to
arithmetical checking by iAccount
section. ' . t i
5. As per clause no. 10.5, onfpage no.
15 under payment schedul~_()f MOU i
between NIFT& CIDCO, ifariy service I)

tax liabilit'J would aris~ to :<iDCO on i~~~~:~J~;,~~~~~~~:9tr~~~I
6. The balance fund now] available
with CIDCO against NIFT project is.
Rs. 6,31,21,599.63 (Ref:C/I..,to C/ -J ;

Period Name of
work

Service
charges on
supervisio
ncharge
to be

collected
@12.36%

PMC
charges
received

Development
of ,. NIFT
Campus on
Plot No.
15(2nd . phase)
and Plot No.
20, in
Sector-4 at
Kharghar,
NaviMumbai.

8.17 1.01 -c,



2. AG/LAP/CI
DCO/IR/F-
43/260/20.
14-15

PART­
II-B 1
Para 1

Period

06.06.2008
to

15.02.2016

2.70

(Amount inCr.)
Service

charges on
supervisio
n charge
to be

collected
@ 12.36%

0.33

Name of
work

PMC
charges
received

7. It is kindly to note that as per
Govt. Circular no. 79 & 80109/2004
dtd. 17.09.2004, the service tax "vas
not applicable to educational
institutes, Govt. Buildings etc. being
non commercial in nature. (Ref:Copy
of circular dtd. 17.09.2004 and

Gram Vikas Bhavan at Kharghar:
1. The total PMC charges received
from RD & WC deptt., GaM for
expenditure incurred on project upto
15.02.2016 are Rs. 2,69,52,366.49 (@
9% of total expenditure ). (Ref:ClkSto
C/- )
2. Service tax payable on total
supervision charges at @ 12.36%
works out to Rs. 33,31,312.49.
3. EE (KHR-Ill) vide letter dtd.
11.03.2016 requested RD & WC
deptt., GoM to deposit the balance
amount of RS. 228.00 lakhs which
includes an amount of Rs.36.05 Lacs
towards service tax payable on
anticipated project cost. However the
required funds from RDD, GOM are
still awaited. (Ref: CI blto C/6!})
4~As per para no. 7 under Article IV
page no. 6 of MOU between CIDCO&
RDD, GoM signed on 06.06.2008 the
service tax as applicable shall be paid
separately to the corPoration by the
RD&WCdeptt. (Ref:C/71to Cl-=- )
5.. The balance funds now. available
with CIDCO are Rs. 16,05,217;05
._,.:_,_____ .. : "'._,"_' .. ,_ ..... :.:_.-:. __.,..... :.:....-..:.., ..... _:.:.. :.:.:..:.":._.,: ... ::.i
(Ref: Copy of Receipt .•& expenditure
statement placed at C/77 to C) --)

. .,ff

Construction
of Gram Vikas
Bhavan in
plot no.76-A
sec.21 at
Kharghar,
NaviMumbai.


