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MINISTRY OF ENVIRONMENT AND 
 NATIONAL DEVELOPMENT UNIT 

 
 
16.1  Overtime and Telephone 
 
 
Further to my comments in the Audit Report 2006-07, corrective actions taken by 
Management have resulted in significant reductions in the payment of overtime and telephone 
during fiscal year 2007-08. In all, the Ministry disbursed Rs 2,900,622 as overtime this fiscal 
year, compared to Rs 4,074,726 for the fiscal year 2006-07. Along the same line, a total 
amount of Rs 2,346,063 was paid during 2007-08 for telephone compared to Rs 2,614,374 for 
2006-07.  
 
Nevertheless, it was again noted that a number of officers was still making use of more than 
one fixed line as well as cellular phones and also separate fixed lines for fax and Internet. 
 
 
16.2  Electricity Charges 
 
The total amount paid for electricity charges increased to Rs 2,883,624 during the fiscal year 
2007-08 compared to Rs 2,270,251 for 2006-07. An examination of records of electricity for 
July 2007 compared with July 2008 showed that, more kilowatt hours (units of electricity) 
were consumed in July 2008 at all floor levels. 
 
The Ministry should exercise more control on electricity consumption. Potential opportunities 
of savings exist on this item of expenditure. 
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National Development Unit 
 
 
16.3  Delays in Project Implementation and its Financial Impact  
 
Over the years, I have been reporting on delays in project implementation with consequential 
financial impact. 
 
The causes of delays were inter-alia:  
 
 Additional works due to factors such as changes in design to meet current needs, 

shortcomings in contract drawings and scope of works loosely defined resulting in 
increases in quantity of works. 
 
 Site surveys were not properly done. Common problems were: absence of appropriate 

tests to determine site conditions such as soil tests, way leaves not obtained and site 
constraints not identified.  

 
 Poor and unsatisfactory performance by Contractors. 

 
 Late nomination of sub-contractors for service contracts. 

 
 Adverse weather conditions.  

 
 
16.3.1  Consequences of Delays 
 
During 2007-08, the following financial impacts of the delays were noted:  
 
 
Increase in Consultancy Costs for Extended Duration of Projects.  
 
Due to extended period of supervision, as a result of delays in project implementation, a sum 
of Rs 23,340,155 was paid to a Consultant in June 2008. It included interest amounting to  
Rs 3,277,851.  
 
In April 2007, the Consultant of the NDU reported that under an old contract for consultancy 
services from January 2002 to November 2004, 45 projects were delayed with period ranging 
from 87 to 681 days, including 35 projects over 200 days. 
 
Under a new contract, from December 2004 to December 2006, 84 projects were delayed 
with period varying from 15 days to 405 days, including 29 projects over 100 days 
 
The Consultant had to provide additional supervisory resources due to the extended 
completion of projects.  
 
The matter was referred for arbitration and the Consultant was awarded the above sum. 
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Claims for Price Adjustment due to Subsequent Changes in Price Legislation under Annual 
Contracts 
 
Delays in implementation of projects partly contribute to the claim for increase in legislated 
price of inputs. As a result of delays, projects remain incompleted for a longer time and are 
therefore exposed to further changes in legislated price.  
 
In 2007, four Zone Contractors engaged in the Annual Road and Drains Contracts awarded in 
the years 2004 and 2005, had sent claims totalling some Rs 55.6 million in respect of price 
adjustment due to subsequent changes in price legislation. Two Contractors have also 
claimed interests totalling Rs 2.5 million.  
 
Details of these claims are shown in Table 16-1. 
 
 

Table 16-1  Claim for Increase in Legislated Price 
 

 
Contractors Date of Claim Amount 

Certified 
by 

Consultant
Rs 

Interest on 
Outstanding 

Claim 
 

Rs 
Contractor A  April 07 11,887,295 1,124,584  

Contractor B June 07 18,157,958 1,390,857  

Contractor C October 07 9,408,172 -  

Contractor D 
 

July 07 16,205,278 -  

Total  55,658,703 2,515,441  

 
 
 
Conclusion 
 
The above amounts claimed by the Contractors due to changes in price of inputs and paid to 
the Consultant for extra supervision are substantial. Such additional claims should be avoided 
specially in the current period of budgetary constraints. These have a negative impact on the 
cash flow of the NDU. 
 
The NDU must reinforce measures to ensure timely completion of projects such as: 
 
 Projects must be properly planned, surveyed, designed and supervised to ensure works are 

completed as per works programme. 
 
 Projects should be entrusted to Contractors having the required resources and the 

necessary experience to undertake them. It takes a long time and is usually costly to  
re-award contracts. 
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 Deterring measures such as liquidated damages and performance bonds clauses must be 
strictly enforced.  

 
 
16.4  Comments on Specific Projects 
 
 
16.4.1  Construction of Drains and Associated Civil Works at Gros Billot, 16eme Mille, Ville 

Noire, Batimarais and Souillac 
 
The contract for the construction of drains and associated civil works at Gros Billot,  
16eme Mille, Ville Noire, Batimarais and Souillac was awarded on 30 November 2005 for the 
sum of Rs 71,497,225.  
 
The drain project was implemented under the National Land Drainage Programme and was 
financed by the NDU.  
 
A Local Authority implemented the project and had the responsibilities of tendering, 
awarding of contract and monitoring of the project. A supervising Consultant was appointed 
to conduct surveys, design and supervision of the project.  
 
The project was practically completed on 18 February 2007 after an extension of time of 
eight months. The defect liability period ended in March 2008. 
 
As of 30 June 2007, an amount of Rs 66.1 million was paid to the Contractor.  
 
 
Extension of Time with Cost - Rs 6.6 million 
 
The Contractor was entitled to 143 days of extension of time with cost for which the NDU 
paid a sum of Rs 6.6 million. This included a sum of Rs 1.9 million for cost of idle time. 
 
The extension of time was mainly due to: 
 
 Public interference. A temporary parking had to be constructed for the residents. 

 
 Delays to obtain way leaves. 

 
 Service Operators had to remove cables and pipes along the drains in the project.  

 
 Timely approval was not obtained from Road Development Authority to carry out works 

along a classified road in the project.  
 
 
Conclusion 
 
The above mentioned factors for extension of time should have been foreseen at preliminary 
stage of the project, before award of contract. At that stage, with proper survey, site 
constraints like way leaves, arrangement for temporary parking for residents should have 
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been identified. Utilities network should have been removed before the start of the project, 
instead of during implementation. 
 
The NDU, as the funding agency, should ensure that projects undertaken by third parties are 
properly designed and surveyed. Project implementation should be monitored through site 
meetings and site visits.  
 
Hence, the NDU, as financing agent, may consider the possibility of pointing out to the 
Implementing Bodies that no funds would be released for payments which arise due to 
inadequate planning and design of projects.  
 
 
16.4.2  Upgrading Works at Ruisseau Terre Rouge 
 
At paragraph 16.6.1 of the 2006-07 Audit Report, it was mentioned that the Works Order for 
the upgrading of Ruisseau Terre Rouge was issued on 7 June 2005 for the sum of  
Rs 22,899,826. The contractual completion date was 30 January 2006. The works involved 
the removal of gabion boxes, construction of the reinforced concrete channel and three 
culverts.  

 
The Contractor left the site in December 2006 when 30 per cent of the works were 
completed. The supervising Consultant had reported that the performance of the Contractor 
was poor due to inadequate and inappropriate deployment of resources on site. 
 
 
Follow up  
 
A sum of Rs 3.3 million was paid to the defaulting Contractor after deduction of Rs 2.2 
million and Rs 1.1 million as performance security and liquidated damages respectively. 
 
 
Re-Award  
 
The contract was re-awarded in July 2008 for the sum of Rs 45,365,159 without any material 
changes in the scope of works. 
 
 
Conclusion 
 
In August 2008, after more than three years of first award of contract, the project which was 
considered urgent and for which works order was issued to a Contractor under Annual Drains 
Contract instead of launching open tender, has still not been completed.  
 
Over and above the sum of Rs 3.3 million already paid to the previous Contractor, this project 
which would have cost Rs 22.8 million in 2005 has now been re-awarded for the sum of  
Rs 45.3 million. This represented an increase of 98 per cent over original contract price. 
Factors which contributed to this increase include increase in cost of construction materials 
and in provisional sums.  
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The NDU could have avoided the substantial increase of Rs 22.5 million if the first contract 
was awarded to a Contractor having adequate and experienced resources. 
 
 
16.4.3  Upgrading of Football Ground and Construction of Cloakroom at Bois Cheri 
 
The contract for the construction of a football ground and a cloakroom at Bois Cheri was 
awarded in September 2004 for the sum of Rs 10,144,322. The contractual completion date 
was 20 June 2005.  
 
At paragraph 16.6.3 of the 2006-07 Audit Report, it was mentioned that the contract was 
terminated in December 2006 because of unsatisfactory performance of the Contractor. A 
total amount of Rs 6.2 million was paid.  
 
The contract for the remaining works regarding upgrading of football ground was  
re-awarded on 30 March 2007 for the sum of Rs 1,399,685.  
 
 
Follow up  
 
As of August 2008, after more than 15 months of re-award of contract, only five per cent of 
the scope of works have been completed.  
 
 
Conclusion 
 
It is now some four years since the project started and it has still not been completed.  
 
 
16.5  Follow up of Projects undertaken by former Development Works Corporation 

(DWC) 
 
At paragraph 16.7 of the 2006-07 Audit Report, I pointed out that the manner in which the 
closure of the DWC was determined was not properly planned and this might result in 
Government incurring higher expenditure for completing the outstanding projects let alone 
the longer time that these may take.  
 
As of August 2008, the status of the projects was as follows: 

 
 

16.5.1  Construction of Football Ground at Mont-Ida 
 

The contract for the construction of a football ground at Mont Ida was awarded to the DWC 
in February 2005 for a sum of Rs 12,396,540.  
 
On closure of the DWC in July/August 2006, only 60 per cent of the works were completed, 
for which a sum of Rs 8,098,957 was paid. The site was left in an abandoned state and was 
invaded by dense wild grass and creepers.  
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Follow up 
 
As of July 2008, the contract for the project has not yet been re-awarded and the state of the 
site has even worsened.  
 
Because of the long time being taken for re-tendering, this project will definitely have to bear 
an increase in contract price on re-award.  
 
 
16.5.2  Landscaping and Embellishment Works at Chebel Sports Complex 
 
The contract for the landscaping and embellishment works at Chebel Sports Complex was 
awarded for the sum of Rs 4,397,195. At time of closure of the DWC an amount of  
Rs 2,503,754 was paid. 
 
A survey of the outstanding works was carried out in March 2006 to determine the scope of 
works in view of re-award. 
 
As of August 2008, the contract for this project has still not been re-awarded.  
 
 
16.5.3  Construction of 13 Community Centres around the Island 
 
The contract for the construction of 13 Community Centres was awarded on 3 March 2004 
for the sum of Rs 142,589,850.  
 
In the 2006-07 Audit Report, I pointed out that:  
 
 Out of the 13 Community Centres, two were completed and the others were 80 to 98 per 

cent complete and that the Government could have allowed the DWC to complete the 
works at the Community Centres, taking into consideration possible costs associated with 
the uncompleted works and those involved with re-award.  

 
 Because of cessation of works, security services had to be provided pending re-award. 

Degradation of the already built structures was also noted.  
 
 
Follow up 
 
 
Degree of Completion. During 2007-08, it was noted that eight out of the 13 Community 
Centres have already been completed. However, only four of them have been handed over to 
relevant Authorities.  
 
Outstanding works in three others, namely Clemencia, Wooton and Bois Cheri are still in 
progress. 
 
As of July 2008, tender documents for two other Centres, at Cite Joachim and Camp Caval, 
are still to be finalised. 
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During site visits, the degradation of already built structures was again noted. 
 
 
Security Services. Provision of security services at the Community Centres was extended up 
to August 2008. An amount of Rs 3,268,300 was paid from February 2007 up to June 2008.  
 
 
Conclusion 
 
Two years have elapsed since DWC left the two sites, namely the Football Ground at Mont 
Ida and the Chebel Sports Complex and the contracts for re-award have still not been 
finalised. 
 
Regarding the Community Centres, two are still awaiting re-award. On the other hand, 
payments for security services have already reached Rs 3.2 million which the then Central 
Tender Board has treated as nugatory expenditure. 
 
 
16.6  Final Accounts not yet Prepared For Completed Projects 
 
At the NDU, a Consultant was appointed who had as duties, among others, the preparation of 
final accounts and issue of final completion certificates and reports on completed projects.  
 
A status report on some 135 projects with a total revised contract value of Rs 77.9 million 
was issued by the Consultant in May 2008. It was noted from the report that 114 projects 
were already completed.  
 
A sample of 63 completed projects was checked. Final accounts were not issued in the case 
of all of these projects although their defects liability periods had already expired, for some 
since November 2007. 
 
The final account is a useful mechanism in maintaining cost control of the contract. Once the 
final account had been prepared, the Consultant is required to issue a final certificate which 
provide conclusive evidence that the quality of materials, standard of workmanship and in 
brief, the execution of the contract itself, are to the reasonable satisfaction of the Consultant. 
 
Delays in the preparation of final accounts,  
 
 Disrupt the cash flows of the NDU. Any outstanding balances on projects at the end of a 

financial year have to be released in the next financial year at the expense of 
implementation of new projects. 
 
For instance, an amount of Rs 18.3 million was still outstanding as of August 2008 in 
respect of the 63 completed projects.  
 
 Expose the NDU to the risk of payment of interest on long outstanding claims from 

Contractors.  
 

In May 2008, a Contractor claimed Rs 735,343 for delay in certifying payments. 
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 Result in difficulties to measure the amount of work done and assess its quality, if for 
instance, these are carried out nearly a year after end of defects liability periods as 
reported above.  

 
 
Conclusion 
 
The issue of final handing over certificate, payment of balance of retention monies, handing 
over of building infrastructures to clients, assessment of liquidated damages and extension of 
time are all related to preparation of final accounts.  
 
The Consultant had the duty to submit final accounts soon after the expiry of the defects 
liability periods of projects. The NDU must take up the matter with the Consultant for timely 
preparation of the final accounts. This is essential for control purposes. Otherwise, there will 
be further claims of interest, budget constraints and difficulties to assess works done. 
 
The NDU must also take measures for proper monitoring and follow up of projects by means 
of up to date reports. Any delay in issue of final accounts would be identified on time. 


