


FCI ARAVALI GYPSUM & MINERALS INDIA LIMITED 
 
Before replying to the audit queries it is imperative to know about the major policy changes since 
2014-15 for the gypsum industry which has affected the working of the whole industry 
adversely. 
 
FCI Aravali Gypsum and Minerals India Limited (FAGMIL) came into existence in the year 
2003 as a result of demerger from the then Fertilizer Corporation of India Ltd. Since then the 
company has done exceptionally well till 2013-14 but its performance declined sharply from 
2014-15 onwards due to following reasons: 
 
(i) Earlier looking to the use of gypsum in the agriculture sector and being important 
mineral, mining leases of gypsum were granted to the State and Central PSU’s (RSMML and 
FAGMIL) only till 20th July 2007. However looking into the need of PoP producers the State 
Government vide notification dated 21st July 2007 allowed grant of gypsum mining leases to 
private parties for the captive use in PoP production with certain conditions of investment. 
Further, vide Gazette Notification dated 14.07.2014 the State Government has opened the grant 
of mineral concessions of gypsum for all, as per the provisions of MCR 1960 and specific 
conditions like captive use etc. were removed. 
 
(ii) The category of Gypsum has been changed from Major mineral to Minor mineral w.e.f 
10th February, 2015 due to which it has come under the domain of the State Government and the 
grant of mineral concessions of gypsum are opened even for farmers in whose land gypsum 
exist. This has further affected the market share of PSU’s. 
   
Gypsum is a surface mineral and thus susceptible to illegal mining. The above policy changes 
have adversely affected the business of Government companies. The sale of FAGMIL and 
RSMML has declined sharply as given in the following table: 
 

Year Sales (LMT) Sales Turnover (Rs. Crore) 

 
FAGMIL RSMML FAGMIL RSMML 

2013-14 9.29 22.66 88.59 134.22 
2014-15 8.37 18.46 82.44 112.43 
2015-16 7.30 11.99 63.80 82.68 
2016-17 5.64 9.19 51.31 66.40 
2017-18 4.29 7.66 48.61 53.66 
2018-19 4.27 5.90 51.29 41.04 

Decline % from 2013-14 to 2018-19 54% 74% 42% 70% 

 
It may be seen from the above table that performance of both the Government PSUs has declined 
sharply during last 5-6 years, although the decline in case of FAGMIL is less in comparison to 
RSMML and during 2018-19 FAGMIL has surpassed RSMML in Sales Turnover, first time in 
last 16 years. Thus, it is clear that FAGMIL is putting its best efforts to survive in the market 
under adverse business scenario. 
 
Further it is also submitted that due to above reason the participation of the contractors against 
our NITs is also not so encouraging. Despite All India Advertisement we could get 2-4 parties 
only against maximum tenders. It was also observed that due to stipulation of 
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vehicles/machineries requirement in NIT the response of contractors was very poor, therefore, a 
proposal was moved for approval of Board regarding change in the vehicles requirement for 
ROM contracts. Board in its 84th meeting held on 28.11.2017 approved that the Hydraulic 
Excavator (not older than 5 years at the time of floating of the NIT) engaged should be in the 
name of tenderer/partner’s name/Hiring agreement on suitable stamp paper/ or an affidavit to be 
submitted along with the bid for arranging suitable excavator after getting the work order. 
Thereafter necessary changes were made in the NITs. (copy of Board Resolution is enclosed at 
Annexure I) 
 
In the backdrop of the above status the para-wise replies are furnished as hereunder:- 
 
Para 1: Irregular award of work: Rs 14.47 crore 
 
FCI Aravali Gypsum & Minerals India Limited (FAGMIL) is engaged in mining of Gypsum 
from various mines allotted by the Government of Rajasthan. The company awards the work of 
mining of gypsum to various contractors on the basis of competitive bidding. The company 
issues NIT for award of mining work. As per clause (iv) of the eligibility criteria of the tender 
notices, the tenderers should note that the vehicles included by them for claiming eligibility 
under the tender should not be included elsewhere for claiming such eligibility. In case the 
tenderer does so, then it should be clearly stated along with the details thereof in the letter of 
offer. 
 
Scrutiny of records revealed that the company awarded 7 contracts valuing Rs 9.23 crore during 
June 2015 to November 2018 to M/s Jain Transport Company, Bikaner with total allotted 
capacity of 6,40,000 MT. Similarly, the company awarded 5 contracts to M/s Raj Gypsum 
Udyog, Bikaner with total allotted capacity of 3,30,000 MT during October 2016 to June 2018 
valuing Rs 5.24 crore.  
 
In all the above contracts, it was observed that the contractors produced the same list of vehicles 
to be used for execution of work, as already produced in their other ongoing works (Annexure 
enclosed). Further, the contractors even submitted declarations regarding non-utilisation of these 
vehicles for other purposes. However, despite giving wrong declarations and producing list of 
same vehicle which were already in use in other contracts, the company declared them 
technically qualified and awarded the work. As a result of this, full capacity utilisation of allotted 
capacity could not be done and extensions were granted. 
 
Thus, the bids of these contractors were irregularly technically qualified against the terms and 
conditions of NIT which resulted in irregular award of 12 contracts valuing Rs 14.47 crore. 
 
Reply: In our company we are having mainly two type of contracts pertaining to production i.e. 
for ROM Gypsum and Powder Gypsum. The requirement of machinery/vehicles in both the 
contracts is different as under: 
 

(i) For ROM contracts –  
 

(a) By Road  
 

Upto 28.11.2017  
 

The Hydraulic Excavator engaged should be of 0.9 Cub meter Capacity or equivalent 
model not older than three years at the time of floating of NIT and should be in the 
name of the Tenderer. 
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After 28.11.2017 
 
The Hydraulic Excavator (not older than 5 years at the time of floating of the NIT) 
engaged should be in the name of tenderer/partner’s name/Hiring agreement on 
suitable stamp paper/ or an affidavit to be submitted along with the bid for 
arranging suitable excavator after getting the work order.  
(b) By Rail 

 
Upto 28.11.2017  
 

1. The Hydraulic Excavator (0.9 m3 Capacity or equivalent model not older than 
three years at the time of floating of NIT) should be in the name of Tenderer. 
 

2. The party should have at least two trucks in their own name or in any of the 
partner’s name. 

 
3. Three mechanical loaders should be in the name of Tenderer.  

 
After 28.11.2017 
 

1. The Hydraulic Excavator (not older than 5 years at the time of floating of the 
NIT) engaged should be in the name of tenderer/partner’s name/Hiring 
agreement on suitable stamp paper/ or an affidavit to be submitted along 
with the bid for arranging suitable excavator after getting the work order. 
 

2. The party should have at least two trucks in their own name or in any of the 
partner’s name. 

 
3. Three mechanical loaders (not older than 5 years at the time of floating of the 

NIT) engaged should be in the name of tenderer/partner’s name/Hiring 
agreement on suitable stamp paper/ or an affidavit to be submitted along 
with the bid for arranging suitable excavator after getting the work order. 

 
(ii) For Powder contracts- 

 
Upto 28.11.2017  

 
The party should have at least two trucks in their own name or in any of the partner’s 
name.  

 
After 28.11.2017 

 
The party should have at least two trucks in their own name or in any of the partner’s 
name. 
 

The eligibility of the party is evaluated on the basis of above parameters only. 
 
The point raised by the audit for the two parties i.e. M/s Jain transport Co. and M/s Raj Gypsum 
Udhyog is clarified as under: 
 
Jain Transport Company 
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S.
N
o. 

NIT No. 
Name of 
Mines  

Name of 
Participatant 

Bidders 

Eligibility Criteria w.r.t. 
vehicle / machinery  

Machinery Details 
submitted by the 

tenderer 

Eligibility w.r.t. the laid 
down criteria in the NIT 

1. 31B/2014 
date 
28.04.201
5 
 
RP-III 
Mines  
for 
 
ROM 
Gypsum 

M/s. Jain 
Transport 
Company 
 
Period – 
01.06.2015 to 
31.07.2017 

Hydraulic Excavator should be 
0.9 cub meter capacity or 
equivalent model not older than 
three years at the time of floating 
of NIT and should be in the name 
of tenderer. 

(1) Hyundai R210-7 
S.No. 
N601D00327 

(2) Tractor 
RJ07RB6761  

(3) Trailer 
RJ07GB0322, 
RJ07GB0422, 
RJ07GB0522, 
RJ07GB0622 

Hydraulic Excavator  
R210-7 S.No. 
N601D00327 was with the 
party so eligible. 
 
Details of tractor / trailors 
is not required to be 
checked. 

2 44/2015 
Dated 

21.10.201
5 

Bharru 
Mines 

 
Powder 
Gysum 

 

M/s. Jain 
Transport 
Company 
 
Period – 
01.12.2015 to 
30.11.2018 

Two trucks in their own name or 
in partner's name. 

(1)  Hyundai R210-7 
S.No. 
N601D00338 

(2) Tractor 
RJ07RB6761           

(3)  Trailer 
RJ07GB0622, 
RJ07GB0722,    
RJ07GB0822, 
RJ07GB0922 

Party submitted the details 
of 4 trucks as against the 
requirement of 2 trucks ( 
RJ07GB0722,    
RJ07GB0822), thus the 
party was eligible.  
 
Details of hydraulic 
excavator is not required to 
be checked. 

3 42C/2015 
Dated 

14.01.201
6 
 

RP Main 
Mines 

 
Powder 
Gpysum 

M/s. Jain 
Transport 
Company 
 
Period – 
16.02.2016 to 
15.04.2018 

Two trucks in their own name or 
in partner's name. 

(1)  Hyundai R210-
7 S.No. 
N601D00327 

(2) Tractor 
RJ07RB6761           

(3) Trailer 
RJ07GB0522, 
RJ07GB0622, 
RJ07GB0722 

Party submitted the details 
of 3 trucks as against the 
requirement of 2 trucks ( 
RJ07GB0522, 
RJ07GB0622), thus the 
party was eligible. 
 
Details of hydraulic 
excavator is not required to 
be checked. 

4 52A/2017 
Dated 

01.11.201
7 

Kaoni 
Mines 

 
ROM 

Gypsum 

M/s. Jain 
Transport 
Company 
 
Period – 
06.12.2017 to 
05.12.2019 

Hydraulic Excavator should be 
0.9 cub meter capacity or 
equivalent model not older than 
three years at the time of floating 
of NIT and should be in the name 
of tenderer. 

(1)  Hyundai 
R215LC-7 
Hydraulic 
Excavator S.No. 
N603D02231 

(2) Tractor 
RJ07RB5760, 
RJ07RB6761           

(3) Trailer 
RJ07GB0922, 
RJ07GB1022 

Hydraulic Excavator  
R215LC-7  S.No. 
N603D02231 was with the 
party so eligible. 
 
Details of tractor / trailors is 
not required to be checked. 
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Thus, it is clear from the above that out of 7 cases, 5 cases were scrutinized as per NIT 
stipulations and for 2 cases (after 28.11.2017) the point of vehicles / machinery was not insisted 
religiously as with the Board’s approval the parties were eligible even on the basis of an 
affidavit. Therefore, the technical evaluation was done correctly. 
 
Raj Gypsum Udhyog 

5 49B/2017 
Dated 

30.11.201
7 

Padampu
ra Mines 

 
ROM 

Gypsum 
 
 

 

M/s. Jain 
Transport 
Company 
 
Period – 
11.01.2018 to 
10.01.2020 

Hydraulic Excavator (not older 
than 5 years) engaged should be 
in the name of tenderer/partners 
name/hiring agreement   on 
suitable stamp paper/or an 
affidavit to be submitted along 
with bid for arranging suitable 
excavator after getting work 
order 

(1) Hyundai 
R215LC-7 
Hydraulic 
Excavator S.No. 
N603D02231 

(2) Tractor 
RJ07RB5760, 
RJ07RB6761           

(3) Trailer 
RJ07GB0922, 
RJ07GB1022 

Although party submitted 
the details of the same 
Hydraulic Excavator  
R215LC-7  S.No. 
N603D02231 but as per 
changed conditions in the 
NIT where a simple 
hiring agreement / 
affidavit was  also 
acceptable, therefore, 
being the regular 
contractor this point was 
not insisted religiously. 
 
Details of tractor / trailors is 
not required to be checked. 

6 55B/2018 
Dated 

25.01.201
8 
 

MGM-II 
Mines  

 
ROM 

Gypsum 

M/s. Jain 
Transport 
Company 
 
Period – 
01.05.2018 to 
30.04.2020 

  (1) Hydraulic Excavator and 
three mechanical loaders (not 
older than 5 years) engaged 
should be in the name of 
tenderer/partners name/hiring 
agreement on suitable stamp 
paper/or an affidavit to be 
submitted along with bid for 
arranging suitable excavator after 
getting work order.  
 
(2) Two trucks in their own name 
or in partner's name. 

(1) Hyundai 
R215LC-7 
Hydraulic 
Excavator S.No. 
N603D02231 

(2) Tractor 
RJ07RB5760, 
RJ07RB6761           

(3) Trailer 
RJ07GB0922, 
RJ07GB1022 

(4) Escort Backhoe 
Loader 
RJ07EA0878 

Although party submitted 
the details of the same 
Hydraulic Excavator  
R215LC-7  S.No. 
N603D02231 but as per 
changed conditions in the 
NIT where a simple 
hiring agreement / 
affidavit was  also 
acceptable, therefore, 
being the regular 
contractor this point was 
not insisted  religiously. 
 

7 66/2018 
Dated 

29.09.201
8 

Kishanpu
ra-A 

mines  
 

Powder 
Gypsum 

M/s. Jain 
Transport 
Company 
 
Period – 
05.11.2018 to 
04.11.2020 

 (1) Two trucks in their own 
name or in partner's name. 

(1) Hyundai R210 
Hydraulic 
Excavator S.No. 
N633D00910 

(2) Tractor 
RJ07RB5760, 
RJ07RB6761           

(3) Trailer 
RJ07GB0922, 
RJ07GB1022 

(4) Escort Backhoe 
Loader 
RJ07EA0878 

 

Party submitted the details 
of 2 trucks as against the 
requirement of 2 trucks 
(RJ07GB0922, 
RJ07GB1022), thus the 
party was eligible. 
 
Details of hydraulic 
excavator is not required to 
be checked. 
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S.No. NIT No. Name 
of Mines  

Name of 
Participatant 

Bidders 

Eligibility 
Criteria w.r.t. 

vehicle / 
machinery  

Machinery Details submitted by 
the tenderer 

Eligibility w.r.t. 
the laid down 

criteria in the NIT 

01 
 

48/2016 
 

Dated 
04.08.2016 

 
RP-I Mines  for 

 
Powder 
Gypsum 

 
Period – 

12.10.2016 to 
11.10.2018 

M/s. Raj Gypsum 
Udhyog 

Two trucks in 
their own name 
or in partner's 
name.  

(1) Truck RJ31GA3543,  
RJ13GA4543, RJ31GA3343 

Since the other 
tenderers also 
submitted the 
details of same 
machinery, 
therefore, M/s Raj 
Gypsum Udhyog 
was also 
considered eligible 
in technical 
evaluation. 

M/s. Pawan Kumar 
Labour Contractor 

(1) Trailer RJ07GA3564,  
RJ07GB3564,  RJ07GC3564 
-  Hiring agreement  

(2) Truck RJ131G0660-own 
name 

(3) Tractor RJ21RD1257, 
RJ13RA4490 

(4) JCB 3DX EXCAVATOR 
LOADER 2013 RJ13EA0512 

M/s. Sihag Gypsum 
Udhyog 

(1) Trailer  RJ31GA5006, 
RJ31GA5770, RJ31GA4686 

(2) Hydraulic Excavator 
EX200LCi S.no. 2001-14188 

M/s. Jain Transport 
Company 

(1)  Hyundai R215LC-7 
Hydraulic Excavator S.No. 
N603D02231 

(2) Tractor RJ07RB6761           
(3) Trailer RJ07GB0622, 

RJ07GB0722, RJ09GC1322 
02 47/2016 

 
Dated 

04.08.2016 
 

Randhisar Mines 
 

Powder Gysum 
 
 

Period – 
12.10.2016 to 

11.10.2018 

M/s. Jain Transport 
Company 

Two trucks in 
their own name 
or in partner's 
name.  

(1)  Hyundai R215LC-7 
Hydraulic Excavator S.No. 
N603D02231 

(2) Tractor RJ07RB6761           
(3) Trailer RJ09GC1322, 

RJ07GB0622, RJ09GB0722 

Since the other 
tenderers also 
submitted the 
details of same 
machinery, 
therefore, M/s Raj 
Gypsum Udhyog 
was also 
considered eligible 
in technical 
evaluation. 

M/s. Pawan Kumar 
Labour Contractor 

(1) Truck RJ131G0660-own 
name 

(2) Tractor RJ21RD1257, 
RJ13RA4490 

(3) JCB 3DX EXCAVATOR 
LOADER 2013 RJ13EA0512 

M/s. Sihag Gypsum 
Udyog 

(1) Trailer  RJ31GA5006, 
RJ31GA5770,  

(2) JCB 3DX 2WD RJ31EA0469 
MODEL 2013 

M/s. Raj Gypsum 
Udyog 

(1) Truck RJ31GA3543,  
RJ13GA4543, RJ31GA3343 
(2) JCB 3DX 2WD RJ31EA0205 

03 58/2017 
 

Dated 
09.05.2018 

 
Khal Mines 

 

M/s. Sihag Gypsum 
Udyog 

Hydraulic 
Excavator (not 
older than 5 
years) engaged 
should be in 
the name of 
tenderer/partne

(1) Trailer  RJ31GA4586  
(2) JCB 3DX 2WD RJ31EA0469 

MODEL 2013 

Since M/s Raj 
Gypsum has 
submitted the 
affidavit, the party 
was eligible. 
 
Details of trucks 

M/s. Jain Transport 
Company 

(1)  Hyundai R210 S.No. 
N633D00910 

(2) Trailer RJ09GC1322, 
RJ07GC6222 
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Thus, it is clear from the above that out of 5 cases, 2 cases were scrutinized as per NIT 
specifications. For remaining 3 cases since the other parties also submitted the details of same 
vehicles. Therefore, the point of vehicle/machinery was not insisted, to finalise the tender 
without going for retendering. 
 
In view of the above it is submitted that considering the poor response of the tenderers against 
our NITs, the vehicle / machinery requirement was changed in our NITs after 28.11.2017. All the 
parties, to whom the work was awarded, carried out the job successfully to our entire 

ROM Gpysum 
 

Period – 
16.06.2018 to 

15.06.2020 

M/s. Raj Gypsum 
Udyog 

rs name//hiring 
agreement   on 
suitable stamp 
paper/or an 
affidavit to be 
submitted 
along with bid 
for arranging 
suitable 
excavator after 
getting work 
order. 

(1) Affidavit on suitable stamp 
paper submitted.  

(2) Truck RJ31GA3543,  
RJ13GA4543, RJ31GA3343 

 

are not required to 
be checked. 

04 61A/2018 
 

Dated 
17.03.2018 

 
Thethar Mines 

 
Transportation 

 
Period – 

29.03.2018 to 
28.03.2019 

M/s. Raj Gypsum 
Udyog 

Two trucks in 
their own name 
or in partner's 
name. 

(1) Hydraulic Excavator 
EX200iLC S.No. 2001-
13605 model 2011 

(2) Truck RJ31GA3543,  
RJ13GA4543, RJ31GA3343 

 

Since the other 
tenderers also 
submitted the 
details of same 
machinery, 
therefore, M/s Raj 
Gypsum Udhyog 
was also considered 
eligible in technical 
evaluation. 

M/s. Sihag Gypsum 
Udyog 

(1) Trailer  RJ31GA4586, 
RJ31GA5770, RJ31GA5006  
 

M/s. Pawan Kumar 
Labour Contractor 

(1) Truck RJ131G0660, 
RJ07GA4746 

(2) JCB 3DX EXCAVATOR 
LOADER 2013 RJ13EA0512 

05 53D/2017 
 

Dated 
09.05.2018 

 
Kupli Mines 

 
ROM Gypsum 

 
Period – 
16.06.2018 to 
15.06.2020 
 
 

M/s. Raj Gypsum 
Udyog 
 
(Sole Tenderer) 

Hydraulic 
Excavator (not 
older than 5 
years) engaged 
should be in 
the name of 
tenderer/partne
rs name//hiring 
agreement   on 
suitable stamp 
paper/or an 
affidavit to be 
submitted 
along with bid 
for arranging 
suitable 
excavator after 
getting work 
order. 

(1) Affidavit on suitable stamp 
paper submitted.  

(2) Truck RJ31GA3543,  
RJ13GA4543, RJ31GA3343 

 

Since party has 
submitted the 
affidavit, the party 
was eligible.  
 
Details of trucks are 
not required to be 
checked. 
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satisfaction. The parties are deploying the different set of machineries in different mines as the 
one machine cannot be used at two places simultaneously. 
 
The contention of the audit that since the contractor have submitted the same list of vehicles and 
it has resulted into the lesser capacity utilization of the allotted capacity of the company is not 
correct. The reason of lesser capacity utilization is low demand as elaborated in the opening para.  
 
Thus, from the above it is clear that all the above contracts were awarded with due diligence and 
there was no irregularity as pointed out by the Audit Therefore, the above para may kindly be 
dropped. 
 
Para 2: Delay in completion of Single Super Phosphate (SSP) project led to blockage of 
fund amounting to Rs 5.23 crore (cost of land) and infructous expenditure of Rs 1.36 crore 
due to the project becoming unviable.  
 

FCI Aravali Gypsum & Minerals India Limited (FAGMIL) (the company) as per suggestion of  
Department of Fertilizers (DoF) (Minutes dated 9.2.2011) (February / March 2011) which is 
under the administrative Ministry of Chemical & Fertilizers  had decided to take up the Single 
Super Phosphate (SSP) project to ensure quality product at reasonable price for farmer. The DoF 
granted ‘in principle’ approval ( December 2012) for installation of SSP plant with production 
capacity of  2.40 lakh Metric Ton (MT)  per annum at a total project cost of Rs 81.60 crore. 
    

The Government of Rajasthan issued order for allotment of land on lease for 99 years (August 
2013) admeasuring area of 11.01 hectare for establishing SSP plan in Pandoli at Chittorgarh 
(Rajasthan). The company deposited Rs 52290747/- or Rs 5.23 crore (approx) (September 2013) 
as cost of land and incurred other related expenditure of Rs 1.36 crore as detailed in Annexure. 
 

Further, the company obtained the Environment clearance from Rajasthan State Pollution 
Control Board (RSPCB) (February 2016) with a ‘Consent to Establish’ (November 2016) having 
a validity period up to 31 March 2019. The land of project site was handed over by district 
administration to the company on 25.01.2017. 
 

The company appointed M/s Project Development India Limited (PDIL) as Project Management 
Consultancy (PMC) through limited tendering process on L-I basis for SSP project at the total 
cost of Rs 2.84 crore inclusive of taxes . Accordingly, work order was awarded to PDIL 
(February 2016). As per work order, the scope of work was divided in two parts, first part 
comprises of topographical survey and soil investigation, pre award PMC services, selection of 
Lump Sum Turn Key1 (LSTK) contractor and preparation of Bankable Feasibility Report at a 
cost of Rs 1.21 crore whereas second part comprises of Post award PMC services, inspection / 
expediting Services at a cost of Rs 1.64 crore and project to be completed in 24 months from 
date of acceptance of order i.e. 11.03 2016. Thus project was actually to be completed till 
10.03.2018. Here it is pertinent to mention that on the request of M/s PDIL, PMC work order 
was extended (July 2018) by competent authority up to 19.12.2019. 
 

The activities undertaken by PDIL is detailed below – 
 

1  LSTK stands for Lump Sum Turn Key. This is a contractual agreement in which a fixed price is agreed for the 
execution of a project or part of a project. Once the final development is completed a finished functioning asset is 
handed over to the client, hence the term "Turn Key" which effectively means ready to operate 
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M/s PDIL floated Notice Inviting Tender (NIT) on 18.04.2017 for Lump Sum Turn Key (LSTK) 
job but the tender couldn’t be finalized as no bid was received. NIT was again issued on 
16.01.2018 with the revised cost (bid opening date was 26.02.2018) based on the pre-bid 
meeting.  M/s PDIL recommended to issue a corrigendum, regarding experience of bidders and 
water & power consumption during construction period, and tender opening date was extended 
till 19.03.2018 but since only two bidder participated ,PDIL recommended for further extension 
up to 09.04.2018 which was accepted by the company, but still  no other participants came. 
Therefore Technical bid was opened on 10.04.2018. M/s PDIL took more than 3 months to 
evaluate the tender and finally the tender was cancelled on 17.07.2018. M/s PDIL couldn’t open 
the price bid due to non-functioning of their electronic key. Thus there was no option but to 
cancel the tender again on 21.07.2018. After that, fresh NIT was issued with due date of opening 
as 20.08.2018 but only one bid was received due to which the date was extended up to 
27.08.2018 but still no other party participated. Therefore due date was again extended up to 
03.09.2018. Finally two bids were received whose technical bids were opened on 04.09.2018 and 
price bids were opened on 04.10.2018 wherein the offer of L-1 bidder (M/s Simon India 
Limited) was Rs 135.30 crore which was 215% higher than the estimated cost. 
 

PDIL floated tender for Non-LSTK work on 04.05.2018 but no bid was received even after 
extending the tender opening date twice i.e. 04.06.2018 and 18.06.2018. The date was again 
extended up to 02.07.2018. Three bids were received which were opened on 03.07.2018, but 
tender was cancelled on 08.08.2018 due to non submission of requisite documents for technical 
qualification by the parties. Thereafter the tender was issued second time on 10.08.2018, but up 
to due date only two bids were received, the date was extended twice i.e. up to 27.09.2018 and 
03.10.2018. On 04.10.2018 three technical bids were opened. After scrutiny, only two bidders 
were found to be techno commercially acceptable and recommendation was sent by PDIL to the 
company. However no action was taken on recommendation of PDIL for non LSTK tender. 
 

M/s PDIL published NIT (January 2018) for construction of boundary wall , the work order was 
awarded to M/s Metal Engineering on 23.03.2018 for a value of Rs 1.89 crore (revised to Rs 1.94 
crore) with the completion period of 6 months i.e. up to 22.09.2018. The company paid Rs 41.10 
lakh (up to August 2019). 
 

As the project was getting delayed, in this regard, Secretary (Finance) directed that PDIL be 
invited for clarification of status on SSP project. In this regard a letter was issued ( December 
2018) to PDIL seeking detailed explanation for the lapses committed by PDIL of work order 
dated 24.2.2016 that even after expiry of 33 months PDIL has not been able to finalise the 
required contract. As a consequence of no reply from PDIL, the company in its 90th Board 
meeting (February 2019) blacklisted PDIL from working in the company for a period of 3 years 
w.e.f. 10.01.2019 and to forfeit its security deposit of Rs 13.20 lakh. Meanwhile, PDIL in its 
letter (January 2019)  stated that on execution of project on EPCM model in place of LSTK 
mode, as per revised estimate, the cost of production would be Rs 8188 per MT against the sales 
realization of Rs 7334 per MT for Granulated SSP, and recommended that taking up of project 
will be economically unviable. 
 

Further, PDIL requested company to reconsider stand on blacklisting, which was put to Board on 
23.02.2019. The factual position of SSP plant with reference to blacklisting of PDIL with point 
wise charges of FAGMIL, PDIL’s reply and FAGMIL’s strong view point on PDIL’s reply was 
put up in a memorandum for the Board of Directors wherein CMD stated that "I am not satisfied 
with the proposed agenda note .This has to be clear proposed in front of the Board. Based as 
under (i) Based on factual position brought out by PDIL in its two letters the blacklisting of 
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PDIL decision to be reversed. No benefit would accrue to any one if a PSU of DoF decides to 
blacklist another PSU of DoF.(ii) Based on revised cost estimate, utilisation scenario the 
proposed SSP project does not seems to be viable based on calculation" .Based on 
recommendation of CMD the company in its 91 st Board meeting (June 2019) decided that PDIL 
shall not be blacklisted and concluded that SSP project will not be viable, therefore this project 
should not be pursued any further. 
 

In this connection Audit observed the following: 
 

(i)The company made an expenditure of Rs 6.59 crore (up to August 2019) out of which Rs 5.24 
crore (approx) constitutes land cost which is 79.51 % of total expenditure incurred by the 
company on SSP project since September 2013. Apart from land cost, Rs 1.36 crore were 
incurred on various activities such as stamp duty, environment clearance, consent to establish 
shifting of lease rent, electric line, PMC charges topographical and geo- technology survey, 
boundary wall construction etc. Due to non execution of the  project as per time schedule makes 
project unviable, which ultimately led to blocking up of funds amounting to Rs 5.24 crore (land 
cost) and Rs 1.36 crore being infructous expenditure (August 2019) . 

 

(ii)The company is liable to pay lease rent of Rs 55,050 per annum to State Government of 
Rajasthan on allotted land. The company paid Rs 3.30 lakh2 as lease rent during the period from 
2013-14 to 2018-19 which became infructous considering the fact that SSP project has becomes 
unviable. 
 

(iii)  As per condition mentioned in land allotment letter (August 2013) that if the SSP plant was 
not established within 2 years from date of allotment then the land will be reverted back to State 
Govt. of Rajasthan unless this period is extended by competent authority on reasonable grounds. 
As SSP project could not be started and has become unviable so as per condition mentioned in 
allotment letter the land would be taken up by the state government without getting refund from 
state government of Rajasthan. The action / measures (if any) undertaken by the company to 
safeguard Rs 5.23 crore may be apprised to Audit.  
 

 (iv) As per the time schedule , SSP project was to be completed by 10.03.2018 i.e. 24 months 
from the acceptance of work order by PDIL (February 2016) whereas the project got delayed and 
even  PDIL was not able to finalize the required contract within stipulated time schedule and 
finally the project was declared unviable. 
 

(v) The validity of "Consent to establish 'accorded by SPCB was valid up to 31.03.2019. In this 
regard FAGMIL in its letter (October 2018) to SPCB requested for extension of consent to 
establish validity up to 31.03.2022. The approval for extension by SPCB is not received till 
date.  
 

(vi) There has been undue delay of almost a year from floating of NIT (April 2017) for LSTK 
tender to opening of technical bid (April 2018). Further PDIL took 3 months to evaluate 
technical bid. The price bid could not be opened due to non functioning of electronic key by 
PDIL, therefore tender need to be cancelled. As per original time schedule LSTK contract was to 
be finalized by 31.03.2017 which was later revised as 20.06.2018 but PDIL could not finalize the 
contract. Later fresh NIT was issued (July 2018) in which L-1 rate was 215 % higher than 
estimated cost. Audit observed that there has been hike of 53.35% in comparison to revised 
project cost Rs 98.70 crore (2017) and cost as per 2018 i.e. Rs 151.36 crore over a period of one 

2 Rs 55050p.a x 6 year=Rs 330300/- (from 2013-14 to 2018-19) 
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year is unjustified, which has also been corroborated by the records of the company. It shows 
that PDIL has either not made the proper estimation in 2012 and 2017 or made excess estimation 
in 2018. As per PDIL recommendation (December 2018) that except SSP plant, all the facilities 
such as land development, civil & structural work of all non plant buildings, plant sheds etc., 
electrical and instrumentations and fire fighting system may be executed on EPCM3 
(Enginnering, Procurement, Construction and Management) basis as they were not aware about 
the detailed engineering of the parties based on which they have quoted the price shows that 
PDIL was not aware about the detailed engineering of the plant which indicates lackadaisical 
approach in moving the project in an efficient manner.  It is the responsibility of consultant 
(PDIL) to ensure execution of work, with accuracy, quality standard, as per technical 
specification etc.  However the same has not been carried out by PDIL in a judgmental way and 
specifically and in a time bound manner. This all leads to avoidable delay in execution of project 
which requires clarification with proper justification thereof. 
 

(vii) Further, company in its letter to PDIL (December 2018) which pertains to construction of 
boundary wall has stated that no job was undertaken by the party for laying of foundation & 
plinth level but the party raised the bill of Rs 2.30 lakh which was forwarded by PDIL and paid 
by company. During onsite inspection by the company it was found that this job was not even 
started. This shows gross negligence on behalf of PDIL, that PDIL has not verified the bill with 
the quantum of work done by the contractor and certify it as correctly which is inappropriate and 
irregular. Further, PDIL stated that due to undulation of land, construction is not possible in 
certain parts. The land leveling job was part of LSTK contract, if that was made part of boundary 
wall construction, the cost of boundary wall will increase by Rs 117 lakh and also stated that 
contractor of boundary wall construction is not enough to work on terrain. Based on above, it is 
ascertained that PDIL was very informal and unprofessional because being consultant it was the 
responsibility of PDIL to advise company to undertake job on EPCM mode instead of LSTK 
mode at appropriate stage and carry out the job satisfaction, which did not reflect the 
professional approach of PDIL. 
 

(viii) Detailed status report of PDIL stated that considering the revised estimate, on execution of 
project on EPCM mode in place of LSTK mode the plant cost comes to Rs 80.58 crore 
(excluding taxes and duties) as against Rs 51.37 crore earlier in LSTK mode and as per the 
revised estimate of SSP plant, project capital cost is estimated at Rs 151.36 crore as against Rs 
98.70 crore stipulated earlier. This resulted in increase of cost by Rs 52.66 crore further to it 
management estimated profitability at different level of capacity utilization and observed that the 
project will not earn any profit up to 50 % capacity utilization  and it will give profit of Rs 91 per 
MT which is 1 % of the sales value. This resulted in making the project non feasible with cost 
overrun over a period of time without serving the purpose for which the project was taken since 
inception. 
 

(ix) The company in its 91st Board meeting (June 2019) reversed the decision of blacklisting of 
PDIL based on CMD recommendation without taking up the factual position of SSP plant with 
reference to blacklisting of PDIL with point wise charges of FAGMIL, PDIL’s reply . On 
reviewing the reply given by the company in response to PDIL’s reply, it was observed that the 
same has been strongly contradicted by the company with proper explanation and justification 
which seems to be satisfactory. Audit opined that company’s view point needs to be presented 

3 Engineering, Procurement and Construction Management (EPCM) is a special form of contracting arrangement. In 
an EPCM arrangement, the client selects a contractor who provides management services for the whole project on 
behalf of the client. 
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before board considering the fact that it was related to the reversal of board decision where PDIL 
has been blacklisted. However, the same has not been put up to board and it has been stated by 
the competent authority that "I am not satisfied with the proposed agenda note .This has to be 
clear proposed in front of the Board. Based as under......” (As per Agenda which was decided to 
put up for 91st Board meeting dated 26.6.2019). The reasons for not keeping the company view 
point on PDIL reply before Board needs clarification, considering the fact that PDIL was 
blacklisted earlier due to its failure to execute the job in competent manner and not taking due 
interest in the project and not been able to finalize contract even after lapse of 33 months.  
 

Based on above observations, it is concluded that ambitious SSP project could not take-off as per 
schedule time frame and become unviable based on present scenario on various components / 
parameters which ultimately leads to blockage of Government of India funds amounting to Rs 
5.23 crore and infructous expenditure of Rs 1.36 crore (August 2019). 
 

Annexure 
Details of expenditure incurred under various heads on SSP Project (up to August 2019) 
Sl. No. Item Description Actual Cost Name of the Party Date of Payment 
1. TEFR Study 748000 PDIL  
2 Land at Pandoli 52290747 Rajasthan 

Government 
  

19-09-2013 

3 Stamp duty/ surcharge/ 
Registration fee 

1491023  22-01-2014 

4 Environment clearance 1138290 Mantec 26-05-2016 
5 For conducting public hearing 30000 RPCB, Chittorgarh 18-12-2014 
6 Consent to establish 277000 RSPCB, Jaipur 14-07-2016 
7 Shifting of Electric line 1387889 AVVNL, 

Chittorgarh 
04-11-2016 

8 PMC charge 1st bill 1211066 PDIL 01-12-2017 
9 Topographical survey 138250 Techpro Engineers 27-04-2017 
10 Geo Tech Survey 451203 Techpro Engineers  
11 Electricity application fee 2000 AEN, Rural 

(Electricity) 
22-04-2018 

12 Water pipe line DPR study 253000 PHED, Chittorgarh 02-05-2018 
13 Boundary wall 1st bill 1488282 Metal Engineering 27-07-2018 
14 Boundary wall 2nd bill 1979884 Metal Engineering 12-09-2018 
15 33 KV file charge 29500 RRVPNL, 

Chittorgarh 
19-09-2018 

16 Boundary wall 3rd bill 642432 Metal Engineering 01-11-2018 
17 Lease payment 330300 Rajasthan 

Government 
2013-14 to 2018-19 

18 Rent of office at Chittorgarh for 
SSP project 

397813 Kiran Kumar Dangi Jan 15 to Aug’19 

19 TA Claim & Other 
Misc.expenses for SSP project 

1624170 Employees  

 Total 65910849   
 
Reply – After approval of the Board of FAGMIL and DoF, the company started the required 
activities from December’ 2012 onwards for installation of SSP plant at Chittorgarh with the 
initial project cost of Rs.81.60 crore. The project was taken up on the basis of pre feasibility 
report prepared by PDIL. The company has spent Rs.6.00 crore appx. towards procurement of 
land, stamp duty, topographical and geo technical survey charges, boundary wall construction 
etc. The other related expenditure of Rs.0.59 crore appx. were incurred on various activities such 
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as TEFR study, environment clearance fee, consent to establish etc. Board in its 91st meeting 
held on 28.06.2019 decided that considering the industry capacity utilization norms, 
recommendation of consultant and change in market scenario, the SSP project will not be viable, 
therefore, this project should not be pursued further. 
 
Point wise reply to the audit para are as under:  
 
1. The Board in its 92nd meeting held on 20.09.2019 advised to explore the possibility of 
alternate use of land, which are under process. Thus there is a every possibility for using the land 
gainfully in future, moreover, there is always appreciation in the price of land, so as such there is 
no loss on this count. However, Rs.0.59 crore which was incurred in order to bring the project, 
based on the approved project proposal, appears to be infructous but it is inevitable, as these 
were incurred on “Going Concern Basis”. 
 
2. The payment of annual lease rent is a statutory payment which is required to be made for 
having the title of the land, so it is justified till we keep the land with us. 
 
3.  As per the land allotment letter if the SSP plant is not installed in 2 years the said land will be 
reverted back to Government of Rajasthan. It is not specifically written in the allotment letter 
regarding refund of amount deposited for land in case the land is reverted to Government of 
Rajasthan. 

 
The company is exploring possibilities of alternate use of the Land.Vide our letter no. FAGMIL-
6(24)/SSP-2(A)/692 dated 08.06.2019 (Annexure-II) we requested Industrial Department, 
Jaipur seeking their guideline for alternate use of the land. In response to our request, the District 
Administration, Chittorgarh vide letter राज�/12-3(6)12/930 dated 20.08.2019 (Annexure - III) 
requested us to submit the new project proposal for further consideration. 
 
Moreover we have sought legal advice also which states that the State Government has no Legal 
Sanction and/or Permissibility to retain the “Price of the Land”, if FAGMIL surrenders the land. 
(Annexure – IV)  
 
4.  Further the complete reply of PDIL and justification to reverse the decision of black listing of 
PDIL which is a CPSU under DoF was presented to the Board and the Board Members were 
completely satisfied and took a unanimous decision. 
 
5. The validity extension was sought by FAGMIL regarding validity of ‘consent to establish’ of 
our SSP project vide our letter no. FAGMIL – 6 (24)/SSP-7 (A)/1183 dated 06.10.2018. This 
matter was not pursued further as the project was shelved vide Boards decision dated 
26.06.2019. (Annexure – V).  Investment decisions are made based on appreciation of business 
conditions.  As conditions change, decisions are reviewed and changed.    
 
In view of the above para may kindly be dropped. 
 
Para 3: Delay in Administrative decision led to cost escalation of Rs 4.07 crore 
 
FCI Aravali Gypsum & Minerals India Limited (FAGMIL) purchased (October 2014) a land 
measuring 1560 square meter at Vivek Vihar, Jodhpur from Jodhpur Development Authority at a 
total cost of Rs.5.78 crore (land cost, lease cost and registry charges) for construction of its office 
building. The company appointed (September 2015 and December 2015) two consultants, one 
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for preparation of architectural design and estimate, and the other for Project Management 
Consultancy services along with tendering and other allied services at a contract value of Rs 5.40 
lakh and Rs 8.23 lakh respectively for a period of 24 months. The consultant submitted 
(February 2017) a Bill of Quantity with an estimated cost of Rs 12.11 crore (including furniture 
and other items) for the construction of office building. 
 
It was decided (February 2017) by the company to award the construction work by inviting 
tenders on an all India basis. Accordingly, the company invited (March 2017) tender for 
construction of office building (excluding furniture and other items) at an estimated cost of Rs 
9.11 crore, with last date of submission of bid being 27/04/2017. As only three bidders 
participated in the tender, the Company went for retendering (June 2017) with a few revised 
criteria for technical qualification. As per the tender document, the bid was to open on 05/07/17 
and the contract was to be completed within 15 months from the award date. Five bidders 
participated in the bid, out of which M/s Mid India Civil Erectors Private Limited, Indore was 
declared (02/08/17) L1 at a contract price of Rs 7.80 crore. The price bid evaluation committee 
recommended to award the contract to M/s Mid India Civil Erectors Private Limited at a contract 
price of Rs 7.80 crore with the contract completion period of 15 months from the date of work 
order. 
 
The matter for finalisation of tender was placed before the Board of the company on 01/09/2017 
in its 83rd meeting, in which the Board decided that a three member board level committee may 
be formed to verify the conceptual design, cost estimates, tender conditions and technical and 
financial condition of the L1 tenderer. The Board level committee did not submit any report. 
Further, the Board decided (84th Board meeting dated 28/11/17) to allocate the construction 
work to CPWD instead of awarding to the L1 contractor. 
 
The company requested (January 2018) CPWD to take up the construction work against which 
CPWD prepared (May 2018) a revised estimate cost of Rs 15.75 crore, and the work was started 
by CPWD after deposit (November 2018) of requisite amount of one third of the estimated cost 
by the company.  
 
Audit observed that: 
1) The company's decision (September 2017) to form a Board level committee to verify the 
conceptual design, cost estimates, tender conditions and technical and financial condition of the 
L1 tenderer after finalization of the tender was unjustified and ill-timed as this should have been 
done in earlier stages of the work of architectural consultants and finalization of tender. 
 
 2) The committee did not submit any report. Even without getting any report, the Company 
cancelled the NIT without any substantial reason and decided to award the work to CPWD. The 
company even did not made any cost benefit analysis. As a result, cancellation of NIT and award 
of work to CPWD led to cost escalation of Rs 4.07 crore (Rs 15.75 crore - Rs 12.11 crore - Rs 
0.43 crore). 
 
3) The decision of the company to get the work executed through open tender was well 
deliberated, for which it also appointed (December 2015) PMC consultant for monitoring and 
other allied activities. Accordingly, the floated NIT and selected contractor. However, after 
finalisation of contract (July 2017), the company retracted from its earlier decision and decided 
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to get the work executed through CPWD without any substantial reason. Thus, the company 
changed its decision after a period of more than 18 months, which delayed the project. 
 
4) Even in the case of execution of work through CPWD only, had the company taken timely 
decision to get the work executed through CPWD, the company could have saved Rs 3.37 crore 
as the CPWD Bill of Quantity (BoQ) cost was revised w.e.f. 01 April 2018 resulting in increase 
in cost indexation from 99 per cent to 126 per cent (based on PAR 01 October 2012).  
 
Thus, due to cancellation of tender after finalization of bid without any substantial reason and 
award of work to CPWD without any cost benefit analysis led to cost escalation of the project by 
Rs 4.07 crore. 
 
Reply – The issue of construction of Office Building at Jodhpur was pending since 2005. The 
Board in its 15th meeting held on 28.06.2005 desired that the company should have its own 
modern complex with all amenities at Jodhpur. Thereafter, continuous efforts were made to get 
the suitable land but it could not be materialised for the one reason or the other. Finally Board in 
its 64th meeting held on 11.02.2014 accord consent for purchase of the land from Jodhpur 
Development Authority (JDA) at Vivek Vihar, Jodhpur. The company made total payment 
towards land purchase (1560 m2) of Rs.5.78 crore during the year 2014.  
 
Later on Board in its 67th meeting held on 29.08.2014 approved the proposal to construct office 
building of around 25000 square feet area after following normal tendering procedures. CMD 
was authorised to finalise the architects and the contracts for construction after following normal 
tendering procedures. 
 
Accordingly, the architects were finalised and based on their plans and conceptual drawings a 
normal tender for construction of office building was floated for a value of Rs.9.05 crore (out of 
total cost estimate of Rs.12.11 crore) against which the L-1 tenderer quoted Rs.7.79 crore which 
was 13.93% less than the approved estimate, when the matter was placed before the Board for 
finalising the work order in its 83rd meeting held on 01.09.2017, Board observed that presently 
there is no civil engineer available in FAGMIL and the estimates prepared by the consultants has 
been relied upon. It was decided that the conceptual design, cost estimates, tender conditions, 
technical and financial capacity of the L-1 tenderer i.e. M/s Mid India, Civil Erectors (P) Ltd., 
Indore be scrutinised by a Board level committee. The committee was required to scrutinise the 
proposal of the company and submit its recommendations to the Board. 
 
Due to pre occupation of the Board members, the Board level committee could not meet and thus 
no report was available till 28.11.2017. The Board in its 84th meeting held on 28.11.2017 decided 
that the fencing of the plot area should be done immediately to avoid encroachment on the land. 
Further considering the diversification prospects of the company such as SSP, Dolomite, and 
White Cement grade Limestone it would be appropriate to construct office building at Jodhpur 
for which land has already been procured from JDA. However, Board desired that construction 
should be done through CPWD. 
 
Thereafter, Board in its 85th meeting held on 21.03.2018 approved the proposal for entering into 
an MoU with CPWD for construction of Office Building. CPWD shall be responsible for 
ensuring safety of the building and its parts thereof before starting the construction, based on the 
design provided by FAGMIL and approval of JDA. 
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Finally Board in its 86th meeting held on 27.06.2018 approved the proposal for construction of 
office building at a cost of Rs.15.75 crore 
 
Thus it is clear from the above that the Board is fully concerned about the matter since 2005 and 
consistently providing the guidelines in this regard from time to time based on the prevalent 
conditions. The point wise reply of the audit para is as under: 
 
1. Board took the decision as per its wisdom based on the prevalent conditions and was justified 
as there was no specialised Civil Engineer in FAGMIL. 
 
2. The Board level committee could not meet, due to the pre occupation and other assignment of 
the Board members. However, Board in its 84th meeting held on 28.11.2017 took the considered 
decision, after deliberating the issue in detail, to construct the office building through CPWD as 
the designs and cost estimates could not be scrutinized.  
 
3. The reply has already been furnished in para 1 above. 
 
4.  The issue raised by the audit regarding cost escalation of 4.07 crore is also not correct as it is 
imaginary and based on the assumptions only. If we compare both the cost estimates the position 
is as under: 

(Rs. Crore) 
Particulars Own Construction CPWD Construction 

Original Estimate (preliminary) 12.11 15.75 

Revised Estimate (detailed) 12.11 13.61 

Tender Invited 9.11 13.61 

L1 rate 7.80 10.71 

Further NITs to be floated 3.00 0.00 

Total Cost 10.80 10.71 

  
Thus it may be sen from the above that under the earlier arrangement the total cost of the 
construction of office building would have been Rs.10.80 crore whereas under the CPWD 
regime the cost is expected to be remain Rs.10.71 crore only, thus there is no cost escalation of 
the project and rather it is less as on date. Moreover in the earlier estimate the provision of 
electricity sub station was not there which has been provided in the CPWD estimate amounting 
to Rs.14.70 lakh. Thus the total estimated cost of the project in the CPWD mode is less than the 
earlier mode. 
 
Since Board has taken the considered decision as per prevalent conditions and there is no cost 
escalation therefore, the para may kindly be dropped. 
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Para 4: Non submission of Security Deposit amounting to Rs 23.55 lakh by M/s Sihag 
Gypsum Udhyog as per term and condition mentioned in the Notice Inviting Tender (NIT) 
and work order awarded. 
 
The Company floated online tender for Raghunathpura –III (RP-III) Mines (Powder Gypsum) for 
supply of 1 lakh Metric Ton (MT) with an estimated cost of Rs 4.13 crore. Two bidders i.e. M/s 
Pawan Kumar labour Contractor, Suratgarh and M/s Sihag Gypsum Udyog, Hanumangarh were 
technically qualified and their price bids were opened on 10.11.2017. M/s Sihag Gypsum Udyog 
quoted rate of Rs 421 PMT and Pawan Kumar labour contractor quoted rate of Rs 425 PMT. 
Therefore, contract was awarded to M/s Sihag Gypsum Udyog being L-1(December 2017) for 
two years i.e. from 07.12.2017 to 06.12.19 with a total work order value of Rs 4.21 crore 
extendable for a further period of one year on the General terms & condition together with 
special terms and condition. 
 
In this connection, Audit observed the following: 
 
(i) As per work order, total security deposit (SD) amounting to Rs 25.72 lakh was to be deposited 
by M/s Sihag Gypsum Udyog (contractor). The contractor deposited Earnest Money Deposit 
(EMD) of Rs 2.17 lakh (October 2017). As per NIT clause GDCC para no.12, EMD was been 
retained and adjusted against the security deposit. Thus balance amount i.e. Rs 23.55 lakh (Rs 
25.72 lakh minus Rs 2.17 lakh) was to be deposited towards security deposit immediately on 
receipt of work order within 15 days and before commencement of work. However, the 
contractor did not deposit security deposit till date (August 2019) which was against the terms 
and condition mentioned in the contract. 
 
(ii) Further, the company deducted Rs 6.35 lakh as SD against contractor first bill on 1549.54 
MT of quantity supplied amounting to Rs 6.52 lakh. Subsequently, the contractor in its letter 
(June 2018) to the company requested “to release the payment of bills and to deduct 10 % of the 
billing amount each time towards security deposit". In this regard, tender committee decided / 
recommended (July 2018) that the party to deposit balance amount of Rs 17.20 lakh (Rs 23.55 –
Rs 6.35 lakh) towards SD or submit the BG immediately and in case the party fails to remit the 
SD , the balance amount of Rs 17.20 lakh to be recovered from their bills towards SD”. Here it is 
pertinent to mention that there was neither any such clause mentioned in terms and condition of 
contract nor were published in the Notice Inviting Tender (NIT) to compensate the amount on 
SD by adjusting against the bills submitted by contractor. The methodology adopted / decided by 
the company is against / contradictory to agreed contract signed between both parties and thus 
leading towards a wrong practice / message to other parties/ contractors which would not be in 
the best financial interest of the company because security deposit is to be refunded after 
successful completion of jobs. 
 
(iii) Security deposit is not a substitute to adjustment of pending bills but is a form of                                
safeguarding financial interest of the company for the due and faithful fulfillment of the contract 
by the contractor till the expiry of the contract period. The efforts / action taken (correspondence 
if any) by the company to get the Security Deposit after lapse of 15 days of work award may 
be provided to Audit. 
 
Reply: As clarified in the opening para that the performance of the company is going down due 
to market conditions and so the contractors are also drifting away from the company. The 
response of the contractors is very poor against our various NITs which are advertised on all 
India basis. The subject job for Raghunnathpura III mine was awarded to M/s Sihag Gypsum 
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Udyog for 2 years i.e. 07.12.2017 to 06.12.2019 with a total work order value of Rs.4.21 crore 
for a total quantity of 1.00 LMT. But due to poor demand of the material the job started after 6 
months (20.05.2018) and till date, when the work order is about to terminate, the job has been 
done only for 4,344 MT which is 4.34 % of the total contract. The total bill amount is Rs.18.19 
lakh only. Party has carried out the job successfully as per our instructions and an amount of 
Rs.17.73 lakh has been adjusted from the bills towards security deposit, thus we have not made 
any payment to the party virtually against this contract. 
 
The para wise reply is as under: 
 
1. As the job was not started even after expiry of 6 months and we were having an EMD deposit 
of Rs.2.17 lakh, the party did not deposit the security deposit within 15 days. As on date we are 
having a security deposit of Rs.19.90 lakh with us whereas the party has executed the job of 
Rs.18.19 lakh only on which the security deposit, as per rules comes to Rs.1.61 lakh only. Thus 
we are having a security deposit of Rs.18.29 lakh in excess to safeguard the interest of the 
company. 
 
2. As the committee recommended that party should deposit the balance amount of Rs.17.20 lakh 
towards SD or submit the BG immediately and in case the party fails to remit the SD, the balance 
amount ofRs.17.20 lakh to be recovered from the contractors bills. Since party did not deposit 
SD/BG therefore, the balance recovery was made from their bills. As on date we are having a 
security deposit of Rs.19.90 lakh against this contract. It is true that deduction of SD from the 
bills is not correct as it was not being explicitly mentioned in the NITs. This situation has arisen 
because of peculiar business conditions in the company and a proposal regarding recovery of SD 
from the running bills is under consideration, which will be made applicable in the future NITs 
after approval of competent authority. 
 
3.  As clarified in the above paras, the job was not started immediately; therefore, party did not 
deposit the security deposit within 15 days of award of work order. Thereafter, this mine has 
gone in the surrendering process. We have already approached mining department for 
surrendering this mine vide Form I dated 16.03.2019 (Annexure VI) and accordingly taking the 
requisite actions. Due to this reason we have not insisted for deposit of security deposit as no 
mining activities are being undertaken in this mine since 16.10.2018. Presently we are having 
sufficient security deposit against this contract to protect the interest of the company. 
 
In view of above justifications the para may kindly be dropped. 
 
Para 5: Loss due to non-utilisation of mining capacity: Rs 32.65 lakh 
 
FCI Aravali Gypsum & Minerals India Limited (FAGMIL) is engaged in mining of gypsum in 
the state of Rajasthan. Directorate of Mines and Geology, Government of Rajasthan levies Dead 
Rent4 on the mines allotted to FAGMIL at prescribed rates5. Dead rent is adjustable against the 
royalty payable on actual mining of gypsum by FAGMIL to the Government of Rajasthan.  In 
case when no mining is done, the amount payable as dead rent becomes loss to the company as it 
cannot be adjusted from the royalty payable. 
 

4 Dead Rent is the rent fixed for mines, and it must be paid whether or not minerals are being extracted from the 
mines. 
5 April 2017 to August 2017= Rs 2,000 per hectare per year, September 2017 to March 2019= Rs 4,000 per hectare 
per year. 
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Scrutiny of records revealed that during 2017-18, the company did not mine any quantity of 
gypsum in seven out of its 16 mines. As a result, these seven mines with total area of 615.997 
hectare and allotted capacity of 6,75,000 MT remained unutilised. For these seven mines, a dead 
rent of Rs 19,50,656 was paid. 
 
Further, during 2018-19, the company did not mine any quantity of gypsum in three out of its 16 
mines and utilized only 36 MT out of 50,000 MT in Padampura mine. As a result, these four 
mines with total area of 329.78 hectare and allotted capacity of 1,65,000 MT remained 
unutilized/underutilised. For these four mines, a dead rent of Rs 13,14,618 was paid. 
 
As a result, a total amount of Rs 32,65,274 was paid as dead rent for 10 unutilised and one 
underutilised mine with total area of 945.78 hectares and allotted capacity of 8,40,000 MT 
during 2017-19 which could not be adjusted from royalty. This resulted in loss of Rs 32.65 lakh 
to the company. 
 
Reply – The production of the company from different mines for the period from 2014-15 to 
2019-20 (upto October) is furnished in the following table: 

PRODUCTION TREND IN MINES 

S.N
o. 

NAME OF 
MINE 

AREA 
IN 

HECT
ARE 

PRODUC
TION 

CAPACIT
Y IN MT 

PRODUCTION IN MT 

REMA
RKS 2014-15 

2015-
16 

2016-
17 

2017-
18 

2018-
19 

2019-
20 
(Upto 
Oct.) 

1 Mohangarh-I 200 100000 
430892.

62 0.00 
124700

.00 
59512.

00 
39562.

00 
42000.

00   

2 Mohangarh-II 501.67 450000 
99802.5

4 
99886.

40 
43176.

00 0.00 
39505.

81 
38418.

83   

3 RP-I 95.1 30000 
30000.0

0 
15000.

00 
44018.

00 
25249.

86 
26957.

45 
7117.0

7   

4 RP-Main 81.29 10000 
10000.0

0 
10000.

00 
3500.0

0 0.00 
3435.9

7 
3513.9

9   

5 RP-III 4.747 50000 0.00 
50000.

00 
39904.

19 0.00 
4345.6

8 0.00 

Mine 
under 
surrunde
r 

6 Karnisar 48.76 40000 
40000.0

0 
40000.

00 
5000.0

0 
13461.

69 
14368.

33 
6769.4

2   

7 Padampura 120 50000 
15000.0

0 
15000.

00 0.00 0.00 36.02 
25293.

98   

8 Thethar 100.81 90000 
82792.4

0 
87207.

00 
77452.

33 
70655.

46 
89794.

13 
41531.

41   

9 Kishanpura-A 4.98 50000 
50000.0

0 
49548.

00 
9984.0

0 0.00 
21997.

14 
14379.

09   

10 Kishanpura-B 4.98 50000 0.00 
50000.

00 
25877.

91 0.00 0.00 0.00 

Mine 
under 
surrunde
r 

11 Khal 86.12 50000 
54465.1

7 
45908.

13 
49636.

75 
49989.

95 
20378.

84 
24248.

55   

12 Kupli 4.8 50000 
55400.0

0 
50000.

00 
28646.

12 
21353.

88 0.00 0.00 

Mine 
under 
surrunde
r 
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13 Dhandra 132.37 100000 
53025.9

9 
16547.

24 
99962.

45 
53409.

53 
98094.

00 
52187.

50   

14 Kaoni 250.53 50000 
50000.0

0 
50000.

00 
9000.0

0 
12730.

61 
13369.

07 0.00   

15 Bharru 111.49 40000 
40000.0

0 
40000.

00 
40000.

00 
20298.

19 
39999.

93 
1361.6

3   

16 Randhisar 200 15000 
15000.0

0 
15000.

00 
7000.0

0 0.00 0.00 0.00 

Mine 
under 
surrunde
r 

        
102637

8.72 
634096

.77 
607857

.75 
326661

.17 
411844

.37 
256821

.47   
 
It may be seen from the above table that production of the company for the year 2017-18  was 
3,26,661 MT which is the lowest since inception. Due to this reason only there was an incidence 
of dead rent of Rs.19.37 lakh. The minewise justification for dead rent is as under: 
 

S.N
o. 

MINE AREA 2017-18  

   DEAD 
RENT UP 

TO 
31.08.2017 
@ RS 2000 

PER 
HECT/ 

ANNUM 

DEAD 
RENT 
FROM 

01.09.2017 
@ RS 4000 

PER 
HECT/ 

ANNUM 

TOTAL 
DEAD 
RENT 

DEAD 
RENT 

ADJUSTE
D 

AGAINST 
PRODUCT

ION/ 
DISPATC

H 

NET 
DEAD 
RENT 

PAYABLE 

Reasons 

1 MGM-II 200 166666.67 466666.67 633333.33 0.00 633333.33 Due to poor 
demand, 
production could 
not be done. 

2 RP-MAIN 81.29 67741.67 189676.67 257418.33 0.00 257418.33 -do- 

3 RP-III 4.757 3964.17 11099.67 15063.83 15063.83 0.00  

4 KISHANPUR
A-A 

4.98 4150.00 11620.00 15770.00 0.00 15770.00 -do- 

5 RANDHISAR 200 166666.67 466666.67 633333.33 0.00 633333.33 -do- 

6 PADAMPUR
A 

120 100000.00 280000.00 380000.00 0.00 380000.00 Due to marshy 
land production 
could not be done. 

7 KISHANPUR
A-B 

4.98 4150.00 11620.00 15770.00 0.00 15770.00 -do- 

8 KUPLI 4.8 4000.00 11200.00 15200.00 15200.00 0.00  

       1935625  
 
Further for the year 2018-19 the incidence of dead rent of Rs.13.15 lakh for different mines is 
justified as under: 

 
S.NO. MINE AREA 2018-19  

      DEAD 
RENT  @ 
RS 4000 
PER HECT/ 
ANNUM 

DEAD RENT 
ADJUSTED 
AGAINST 
PRODUCTION/ 
DISPATCH 

NET DEAD 
RENT 
PAYABLE 

Reasons 

1 MGM-II 200 800000.00 800000 0.00  
2 RP-MAIN 81.29 325160.00 325160 0.00  
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3 RP-III 4.757 19028.00 19028 0.00  
4 PADAMPURA 120 480000.00 4502.5 475497.50 Due to marshy land 

production could not 
be done. 

5 KISHANPURA-B 4.98 19920.00 0 19920.00 Mine under closure 
6 KISHANPURA-A 4.98 19920.00 19920 0.00  
7 RANDHISAR 200 800000.00 0 800000.00 Due to poor demand 

production could not 
be done 

8 KUPLI 4.8 19200.00 0 19200.00 Mine under closure 
          1314617.50  

 
As production from certain mines could not take place due to poor market conditions and some 
mines are under closure, therefore, the incidence of Dead Rent is inevitable. 
 
In view of above the para may kindly be dropped. 
 
Para 6: Undue favor to contractor: Rs 7.93 lakh 
 
FCI Aravali Gypsum & Minerals India Limited (FAGMIL) issued (March 2017) Tender Notice 
No NIT No. FAGMIL/MANPOWER 2017-19) for supply of highly skilled, skilled and unskilled 
manpower at various locations of FAGMIL. As per clause 11 of the General Directions and 
Conditions of Contract, the security deposit at the prescribed rate shall be deposited by the 
successful bidder immediately after issue of contract / Job order but before commencement of 
work. 
 
Scrutiny of records revealed that ten contractors participated in the bid, out of which M/s 
Vaishnov Devi Security Solutions, Jodhpur was awarded (June 2017) the work, based on 
competitive bidding, at a contract value of Rs 3.85 crore . The letter of award also reiterated the 
fact that the amount of security deposit (Rs 19,97,512) should be deposited immediately within 
15 days of receipt of work order and before commencement of work. Out of the Security deposit 
amount of Rs 19,97,512, Rs 2,04,191 was adjusted against already deposited Earnest money by 
the contractor. Thus, the contractor was required to deposit an additional amount of Rs 17,93,321 
as security deposit. 
 
Audit observed that as against the required amount of Rs 17,93,321, the contractor deposited a 
bank guarantee of only Rs 10 lakh and requested for deduction of the balance amount of security 
deposit of Rs 7,93,321 from its monthly bills. The company officials, in contravention of the 
terms and conditions of NIT and work order, granted the exemption to the contractor from 
deposit of security deposit before commencement of work and allowed the contractor to deposit 
the balance amount of Rs 7,93,321 in four installments over a period of five months. 
 
Thus, allowing exemption to contractor from deposit of security deposit of Rs 7.93 lakh before 
commencement of work was against the terms and conditions of contract. This led to undue 
favor to the contractor. 
 
Reply- The work order was awarded to M/s Vaishnov Devi Security Solutions, Jodhpur in June 
2017 for the period from 01.07.2017 to 30.06.2019 for supply of highly skilled, skilled and 
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unskilled manpower at various locations of FAGMIL. The work order value was Rs.3.85 crore 
and the required security deposit was Rs.17.93 lakh after adjusting the EMD of Rs.2.05 lakh 
which was required to be deposited by 30.06.2017. 
 
As the party was existing party who has executed one earlier job for the period from 01.05.2014 
to 30.06.2017 successfully. Against the previous contract a security deposit of Rs.5.68 lakh was 
deposited with the company in the form of BG. Since party requested that the earlier BG has not 
been released so bank is not issuing the fresh BG of more than Rs.10.00 lakh. Party made a 
request that they will deposit a BG of Rs.10.00 lakh and a balance of Rs.7.93 lakh nay be 
recovered from the bills. Since the BG of Rs.5.68 lakh was already available with us, we 
considered the request of contractor and allowed for recovering of the balance amount in 4 
installments. 
 
Since the subject job has already been completed successfully and we are not having problem 
against this contract, therefore the para may kindly be dropped. 
 
Para 7-  Low capacity utilization of mines 
 
The main activity of the company is mining and marketing of mineral gypsum. Rajasthan is the 
major producer of gypsum and over 90% of the country’s production of natural gypsum is from 
Rajasthan. As per the Mines and Mineral Regulation Act, 1957, mining activities  is the 
monopoly of  Govt PSUs and the company along with Rajasthan State Mines and Minerals 
Limited – state PSU  are the only PSUs who are given the mining right  to extract and market 
mineral gypsum from the mines of Rajasthan.  Govt of India has amended the Mining Act by the 
Mines and Minerals (Development & Regulation) Amendment Act, 2015 by opening up the 
mining activity to private parties and the granting of mining lease is through auction route as 
against reservation to State PSUs only. The mining on private land can be done only with  the 
prior consent of the land owner or by acquiring  the land.   
 
The company is continuously making profit since 2003-04 and based on the performance, 
Government of India conferred the status of ‘Miniratna II’ category to the company.  The 
performance of the company for the last seven years ending 31.03.2019 is as under:- 

                                                                                                           (Rs.in crore) 
Particulars 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 

Revenue from 
operations 

73.84 88.59 82.44 63.80 51.33 48.60 51.16 

Other income 13.60 15.32 17.33 17.59 17.09 16.03 16.40 

Total 87.44 103.91 99.77 81.39 68.42 64.64 67.56 

Expenses 48.93 51.80 45.05 37.06 32.17 33.05 37.69 

Profit /loss( ) 38.51 52.11 54.72 44.33 36.25 31.59 29.87 

 
As can be seen from above, the revenue from operations and profit declined continuously by 19 
% (2015-16), 18.22% (16-17), 12 %(17-18),   5% (18-19). 
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The reasons for the decline is mainly due to all time low capacity utilisation of mines from 
92.8% to 26.67% and consequent low sales turnover during the  from financial years 2012-13 to 
2017-18 as under:- 
 
Year Installed 

capacity 
 (in MT) 

Production  
(in MT) 

Capacity 
utilisation 
  ( %) 

Sales  
(in MT) 

Sales 
turnover  
(Rs.in crore) 

Average 
sales 
realisation 
per MT 
(Rs.) 

2012-13 10,25,000 9,51,554 92.83 8,42,201 73.84 901.65 

2013-14 10,25,000 8,02,908 78.33 9,29,261 88.59 953.33 
2014-15 10,75,000 10,26,379 95.48 8,37,477 82.44 984.38 
2015-16 11,60,000 6,34,097 54.66 7,29,721 63.80 874.30 
2016-17 1225000 581981 47.51 563926 51.33 910.27 
2017-18 1225000 326661 26.67 428748 48.60 1133.55 
 
The mine-wise actual production of gypsum during 2018-19 in the format given below:- 
SI 
No
. 

Name of 
the mines 

Year of 
sanction 

Producti
on per 
annum in 
MT 
sanctione
d by 
Govt. of 
Rajastha
n 

Opening 
Balance 
in MT 

Actual 
productio
n per 
annum in 
MT 

Remain
ing life 
of the 
mine 
(as on 
31.03.2
019) 

Reserves 
MT 

Sales per 
annum in 
MT 

Closing 
Stock in 
MT 

1. Mohangarh 06.11.1967 450000 6864.03 39562.00 4.23 223774 42049.79 4376.24 
2. Mohangarh-1I 17.12.2007 100000 8259.09 39505.81 1.60 182568.21 43296.93 4467.97 
3. Karnisar 14.09.1966 40000 2534.00 14368.33 1.82 72830.02 14368.33 2534.00 
4. RP-1 14.09.1966 30000 4382.61 26957.45 10.37 111225.31 31276.56 63.50 
5. RP- Main 14.09.1966 10000 0.00 3435.97 20.94 16935.97 3435.97 0.00 
6. RP-III 22.02.2010 50000 7.77 4345.68 0 0 4344.28 9.17 
7. Thethar 16.05.2007 90000 596.79 89794.13 1.29 325108.92 90390.92 0.00 
8. Padampura 19.12.2008 50000 0.00 36.02 12.10 15036.02 36.02 0.00 
9. Kishanpura-A 24.04.2014 50000 0.00 21997.14 5.72 81529.14 21997.14 0.00 
10. Kishanpura-B 24.04.2014 50000 0.00 0.00 0 0 0.00 0.00 
11. Kaoni 14.09.1966 50000 0.00 13369.07 3.44 85099.68 13369.07 0.00 
12. Bharru 14.09.1966 40000 2788.87 39999.93 5.95 140298.12 42788.80 0.00 
13. Randhisar 11.05.2007 15000 3202.02 0.00 0 0 1537.42 1664.6 
14. Khal 16.05.2007 50000 0.00 20378.84 6.38 575913.24 20378.84 0.00 
15. Kupli 07.07.2010 50000 0.00 0.00 0 0 0.00 0.00 
16. Dhandra 25.08.1967 100000 0.00 98094.00 15.72 268013.22 98094.00 0.00 
 Total  1225000 28635.18 411844.37 89.56 2098331.85 427364.07 13115.48 
 
Thus, it can be seen that the actual capacity utilisation during 2018-19 was 66% only and there 
was no production at RP-III, Kishanpura-B, Randhisar, Kupli mines during 2018-19. 
 
Audit observed that the principal reason for low capacity utilization was the low purity available 
in the company's mines, due to which the purchasers are reluctant to buy low purity gypsum. 
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In this respect, the following points may be clarified to audit: 
 
1) Whether any step has been taken by management to create/regenerate demand for gypsum? 
 
2) What steps have been taken for improving the purity of gypsum to remain competitive in 
market? And 
 
3) If the above steps could not be taken, whether the company is contemplating to surrender the 
un profitable mines? 
 
Management, while confirming the facts and figures, may offer their remarks to audit. 
 
Reply - As it has elaborately been mentioned by the audit that capacity utilization of the 
company has come down from 92.80% to 26.67% from F.Y. 2012-13 to F.Y 2017-18 and further 
during 2018-19 the capacity utilization was 33.62% only and there was no production at RPIII, 
Kishanpura B, Randhisar, Kupli mines during 2018-19 as these mines are under surrender 
process. 
 
The reasons for low capacity utilization are as under: 
 
1. Lesser production due to tough competition with the fresh lease holders and with the imported 
material. 
 
2.  Earlier the company used to supply the material for reclamation of sodic land under World 
Bank project in Uttar Pradesh which has come to an end during the year 2017-18. The share of 
this segment was 30%-40% of our total sales turnover. 
 
Para wise reply is as under: 
 
1.  i. To remain competitive in the market, the company has reviewed its sale price and offered 
discount schemes as under: 
 
During 2018-19  

a. A quantitative discount scheme was made applicable w.e.f. 01.04.2018 as under: 
Quantity (MT) Discount (Rs. per MT) 

25000-50000 25/- for the whole Qty. 

50001-75000 50/- for the whole Qty. 

75001-100000 75/- for the whole Qty. 

100000-150000 100/- for the whole Qty. 

Above 150000 135/- for the whole Qty. 
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b. For lifting the material from Mohangarh mines, which is in disadvantageous position due 
to its remote location, a special discount scheme of Rs.50/MT was made applicable w.e.f. 
01.07.2018.  

 
During 2019-20  

a. A quantitative discount scheme was continued w.e.f. 01.02019 as under: 
Quantity (MT) Discount (Rs. per MT) 

25000-50000 25/- for the whole Qty. 

50001-75000 50/- for the whole Qty. 

75001-100000 75/- for the whole Qty. 

100000-150000 100/- for the whole Qty. 

Above 150000 135/- for the whole Qty. 

 
b. A flat reduction of Rs.50/MT in the sales price is made w.e.f. 01.10.2019 for all the 

mines. 
 

c. For lifting the material from Mohangarh mines, which is in disadvantageous position due 
to its remote location, special discount is being given as under: 

i.  w.e.f. 01.04.2019 to 30.09.2019 Rs.50/MT 
ii. w.e.f. 01.10.2019 Rs.150/MT. 

 
Present price circular is enclosed at Annexure VII 

  
ii. To explore the new market of agriculture sector we have identified Maharashtra state 

where a scheme under World Bank aided project PoCRA (Project on climate resilient 
agriculture) is going on. We have entered into an agreement with Varhad Grains 
Agriculture Producer Company Ltd. Agar, Tal. Dist. Akola for a supply of 15,000 MT 
agriculture grade gypsum and the first consignment was dispatched on 30.10.2019. 
Discussions with other Agriculture Producer Company in Maharashtra are going on to 
supply agriculture grade gypsum. 

 
2.  Since gypsum is a bulk material where beneficiation of the product is not feasible, however, 
for supply of agriculture grade gypsum we are extracting the material from different patches and 
blending it properly before grinding to make it saleable. 
 
3.  We have already gone for closure of following 4 mines, where closure notice has already 
been given as under: 
 a. RPIII on 16.03.2019 (Annexure VIII) 
 b. Kupli on 16.03.2019 (Annexure IX) 
 c. Randhisar on 16.03.2019 (Annexure X) 
 d. Kishanpura B on 27.07.2019 (Annexure XI) 
 
The tender for final mine closure plan has already been issued and other activities are being 
undertaken simultaneously. 
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Thus, it is clear from the above that all out efforts are being made by the company to survive in 
the market by reviewing its sales price, searching for the new markets and surrendering the 
unprofitable mines, therefore, the para may kindly be dropped.  
 
Para 8: Deduction of Rs.2.14 crore towards excess production of gypsum during 2008-09 
 

Attention is invited to Para No.3 of Part II and Para No.8 of Part II of Inspection Report of 
FAGMIL for the period 2010-12 and 2012-17 respectively wherein it was observed that an 
amount of Rs.2.14 crore was deducted by Govt of Rajasthan being the cost of mineral extracted 
during 2008-09 over and above the quantity sanctioned by Govt. of Rajasthan.  
 

The amount was adjusted by Govt. of Rajasthan against an old case of refund of development 
charges of Rs.5.11 crore payable by Govt. of Rajasthan. The company filed a revision petition on 
14.09.2012 with Govt.of India against the orders/decision of the State Govt. During scrutiny of 
the case (September 2019), audit observed that the revision application was dismissed by the 
Revisionary Authority vide their final order dated 08.03.2018.  
 

The decision was challenged in Hon’ble High Court of Rajasthan through SB Civil writ petition 
no. 903/2019 which was filed in January 2019. The court has issued notices to the respondents 
and the respondent has not filed their reply yet.  
  

On review of the current position and reply provided by the management, the matter is in court 
Hon’ble High Court of Rajasthan for refund. There are meagre chances to refund as Revisionary 
Authority dismissed the case stating that excess quantity of minerals were excavated from the 
permissible limits under the consent to operate agreement and had no reason to interfere in the 
impugned order. Efforts were made by the management for refund. However, the fact remains 
that the company has not yet got the refund and the matter is still subjudice. 
 

The facts and figures may be verified and confirmed and remarks offered, if any along with 
supporting documents.  
 
Reply - The revision application No 25/(71)/2012/RC-I dated 14.09.2012 with the Ministry of 
Mines, New Delhi was dismissed finally vide order dated 08.03.2018. The Revisional Authority, 
Ministry of Mines, New Delhi failed to consider the issues raised by FAGMIL regarding the 
unlawful demand, merely on the basis of Audit objection and not on the basis of facts. Neither 
Directorate of Mines and Geology, Rajasthan nor the Revisional authority considered the fact 
that the demand raised was towards the excess production where as the fact was that the 
production was within the permissible limits and the dispatches were made from the stock lying 
from the previous year’s production. 
 

This fact was verified by the concerned Mining Engineer during issuing the authenticated 
production figures (Annexure XII) but this was neither considered by the Revisional Authority 
nor by the Directorate of Mines and Geology. 
 

Thus due to ignoring the major fact, the Revisional Authority passed its order against which a 
writ petition no. 903/2019 has been filed in January 2019 in the Hon’ble High Court of 
Rajasthan. The court has issued notice to the respondents and the respondents has not filed their 
reply yet. The next date of hearing is 16.11.2019. It is therefore clear that constant efforts are 
being made by the company to settle the case. The contention of the Audit that there are meager 
chances of refund of the charged amount is also not correct. There are good chances to win the 
case as the major fact was ignored in the decision taken by the Revisional authority. 
 

Therefore the Para may kindly be dropped. 
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Para 9: Pending Duty draw back claim - Rs 254.72 lakh 
 

Attention is invited to the Para No. 2 of Part II and Para No. 9 of Part II of Inspection Report of 
FAGMIL for the period 2010-12 and 2012-17 respectively wherein it was mentioned that an 
amount of Rs.62.85 lakh was withhold by Director General of Foreign Trade, New Delhi 
(DGFT) since 2003 being the duty drawback claim to the extent  excise duty was paid on HDPE 
bags for the supplies of agricultural grade gypsum.  
 

During scrutiny of records, it was noticed that an amount of Rs.229.62 lakh  from 7 claims 
relating to old periods is still pending realisation from DGFT and no action was taken by DGFT,  
New Delhi to settle the issue in spite of issuing 6 reminders. Audit observed that despite the 
company's follow-up with JDGFT, Jaipur and DGFT, Delhi, the company's pending Duty draw 
back claim of Rs. 254.72 Lakh (Rs.229.62 lakh+25.10 lakh) is still unsettled. 
 

In view of above, the company needs to take adequate steps to recover the pending claim amount 
of Rs 254.72 lakh. Non- realisation of above led to blockade of the above amount of Rs 254.72 
lakh.  
 

The facts and figures may be verified and confirmed and remarks offered, if any along with 
supporting documents 
 

Reply - FAGMIL was supplying agriculture grade gypsum powder to M/s UPBSN under the 
project financed by World Bank. Duty Drawback was available on the excise duty paid on 
procurement of HDPE bags used in supplying gypsum powder. Since 1994-95 to 2001-02 
company was getting drawback claims but thereafter the claims are not being released by the 
JDGFT Jaipur owning to an audit objection raised way back in 2002. 
 

As per the audit objection of DGFT the company is not eligible for refund of Duty Drawback as 
no imported goods have been used in the manufacture of Gypsum Powder whereas Duty 
Drawback means the rebate of duty chargeable on any imported materials or excisable goods 
used in the manufacture or processing of goods which are manufactured in India and exported. 
Since we used the HDPE bags for packing material (Gypsum), therefore, we are eligible for the 
duty drawback. 
 

The company is constantly following up the matter with JDGFT, Jaipur and DGFT, Delhi. More 
than 8 reminders were written on this matter. We had also written a letter on 17.3.2017 to DGFT, 
New Delhi for clearing the company’s DBK claims, (copy enclosed) Annexure-XIII. The 
company has already brought the matter to the notice of higher authorities and a letter from Joint 
Secretary, Department of fertilizers, Ministry of Chemicals & Fertilizers was also written to 
DGFT, New Delhi on 09.07.2014 to release the claims (copy enclosed)- Annexure-XIV 
 

Recently we have sent a letter on 01.10.2019 to JDGFT, Jaipur and the company officials visited 
the office of JDGFT, Jaipur to resolve the matter at earliest and get the claims released. 
Annexure-XV 
 

In view of the various communications sent to JDGFT, Jaipur and DGFT, New Delhi, the 
personal visits of the officers of the company and the matter being escalated to the higher 
authorities, clearly indicate that constant and earnest efforts are being made by the company to 
resolve the issue at the earliest. It is further informed that all out efforts will be made to resolve 
the issue. Hence it is requested that the para may kindly be dropped. 
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