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Circular No.28
 
 
Sub: Audit Instructions on Addressing the Risk of Disputes in Contract
Management in Infrastructure Projects.
 
 
Attention is invited to the Audit Instructions on Addressing the Risk of
Disputes in Contract Management in Infrastructure Projects, issued by
Headquarters vide PPG OM no. 5l-PPG/2025/ 97 dated 11 August 2026.
The audit instructions, which is based on the study of high-value and critical
projects involved in disputes, has highlighted systemic deficiencies at
various stages of the project lifecycle.
In this regard, the following aspects are highlighted in the OM which shall be
examined during audit:

(i) Department of Expenditure (DoE) has emphasized that minimum
necessary encumbrance-free land, particularly land essential for execution
of critical components, should be ensured prior to award of contract.
Verification of land availability should adequately capture critical and
contiguous stretches, free from encumbrances and access constraints.

(ii) Delays in obtaining statutory/regulatory clearances and fulfilment of
Conditions Precedent should be examined, along with the adequacy of
coordination, monitoring and project preparedness.

(iii) Financial Models submitted by concessionaires should be systematically
and properly scrutinised, with appropriate comments recorded on critical
assumptions such as traffic projections, revenue estimates and financing
structure.

(iv) Approvals of drawings, extension of  time and other critical contractual
decisions should be taken within the timelines prescribed as per applicable
SOPs with documented reasons for deviations and fixation of accountability
for delays arising from procedural lapses.

(v) Contractual rights, including issuance of deemed termination notices,
should be exercised only after due verification of compliance by all parties
and proper documentation of defaults and reasons, so as to ensure that
such actions are justified and legally defensible during dispute resolution.

(vi) Necessary clearances should be planned and closely monitored. Digital
platforms such as PM Gati Shakti (2021) and PARIVESH 2.0 Portal are to
be utilised more effectively for integrated planning and streamlining of
approval processes.
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(vii) Contracting authorities may explore establishing a structured in-house
mechanism to capture, analyse and disseminate learnings from dispute
cases, including creation of  a central repository of arbitral findings, to
identify recurring contractual weaknesses and strengthen accountability and
future contract management.

The OM further directs that, using the inputs of the above study, audit
should identify and flag risks of disputes arising from contract management
deficiencies, particularly in infrastructure projects where the risk of disputes
is high.

The above audit instructions may be noted for compliance during the
planning and conduct of audit of infrastructure projects. A status report
comprising the details of units in which these instructions were exercised/no
of instances covered and specific findings on the points covered in the OM
may be submitted to AG by end of first week of September 2026.

All the Group Officers are directed to closely watch progress of the
implementation of above instructions/advisories.

(Vide orders of Accountant General  )

 

 

 

 

Senior Deputy Accountant General (Admin &AMG I)

 

 

 

Copy to:  1. Sr. Deputy Accountant General/ AMG I, AMG II, AMG III
                            2. Secretary to Accountant General

    3. Sr. AO/AMG I, AMG II, AMG III (For circulation to field parties)
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As we are aware. the CAG's Ofllce in consultation with NITI Aayog and DoE (MoF) had

initiated discussions in April 2025 lbcused on, inter alia. translbrming traditionat approaches

to audit ofdecisions olpublic procurement ofhcials. especially with a vieu,to infuse existing
audit practices with risk-based and efficiency-based approaches that are increasingly heing
practiced world-wide so as to maintain a constant fbcus on timely decision-making and

efliciency in implementation of infrastructure proiects.

2. With this objective in view. the CAG's Oflce had constituted a working group to deliberate

on such issues. The group was tasked to study high value and critical projects stuck up in
disputes and to identify the causes ol such disputes and give recommendations to improve

contract management aimed at reducing the risk ofdisputes.

3. As noted in this Study. financial exposure lbr government agencies arising out of arbitral

awards, including interest liabilities related thereto. hightights the need lbr structural relbrms

in contract management practices in the Govemment. The disputes in the reviewed

arbitration cases were attributable to certain systemic deflciencies across different stages of
the project lifecycle.

4. At the pre-construction stage. the detjciencies obsened were primarily related to inadequate

project preparedness. including delays in providing encumbrance-free Right-of-Way. non-

availability in time of statutory and regulatory clearances. and lack of timely coordination

Subiect: Audit Instructions on addressing risk of disputes in Contract Management in
Infrastructure Proiects.
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with state govemment authorities. These shortcomings appear to have resulted in
commencemenl of projects without achieving the required level of readiness envisaged at the
proiect planning stages.

5. During the construction stage. issues of concem appear to be largely associated with
weaknesses in contract administration: particularly in enforcement of contractual provisions.
delays in critical decision-making including approval ol drawings, grant of interim/ final
Extension-of:'Time. and resolution of contractual matters, all olwhich may have contributed
signilicantly to contractual disputes. In several instances, absence ol contemporaneous

documentation appears to have tu(her weakened the negotiating position of the govemment

agencies a1 the stage of dispute resolution. Instances were obsen,ed where llnancial models
submitted bv concessionaires in lerms of the provisions of the relevant Concession

Agreement. were not fbrmally approved by public authority within requisite time limits.
Further, cases were noticed where deemed/ actual termination notices appear to have been
issued without adequate due diligence. including insullcient verification ol contractual
compliance and lack of proper documentation of def'aults, which adversely impacted the
del'ensibilitv ofsuch aclions during dispute resolution and litigation ofsuch disputes.

6. Overall. the Study indicates that disputes in these projects appears to be largely a
consequence of systemic gaps in project planning. contract design, and execution. rather than
isolated contractual deviations--deficiencies in contract administration that can get further
exacerbated by the inherent complexity and scale of infiastructure projects. resulting in more
tiequent disputes between the depa(ments and contractors/concessionaires.

7. In this connection. it may be noted that the Departmenl of Expenditure (DoE) has issued
comprehensive instructions on Procurement and Project Management (october 2021).
emphasizing ihe need fbr improved project preparedness. timely decision-making. and
accountabilitl in contract execution.

8. Based on the instructions of DoE and instances noticed in review of the arbitration cases
covered in the Study. the lbllowing areas are being highlighted to appropriately enhance ease

ol doing business and improve contract management practices in govemment agencies and
therefore be examined specilically during audit:

DoE has emphasized that minimum necessary encumbrance-free land, particularly
such land whose non-availabiliry will prevenl essential components oi work
execution. should be ensured prior to award of contract. Also. the Model concession
Agreements generally stipulate that the Appointed Date is to be declared only upon
availabilitv of encumbrance-tiee Right of Way (RoW). However. instances of

(i)



declaration of Appointed Date despite incomplete groundJevel availability of land in

sample cases indicate that existing decision-making mechanisms are not etfectivell-

reflecting actual site conditions.

This highlights the need to. inter alia. strengthen the quality and reliability ot'

verillcation of land availability: cnsuring that ioint memorandum oi land inventor-,-

captures availability of critical and contiguous stretches required fbr execution which

are fiee fiom encumbrances and access constraints. and that such due diligence is

not treated as a procedural formality for declaration of Appointed Date in order

that contractual provisions achieve their intended outcomes in practice.

( ii; The review of selected projects indicated delays in obtaining clearances and

tultilment of Conditions Precedent. rellecting gaps in coordination and pro.iect

preparedness.

It would therefore be important to ensure that the improvements achieved are

consistently followed across all projects. with proper monitoring and clarity in

responsibilities. so that delays in pre-construction activities are avoided to the fullest

possible extent.

(iii) The Financial Models, submitted by the concessionaire. should be subject to
systematic and proper scrutiny. with appropriate comments recorded on critical

assumptions such as traffic projections. revenue estimates. and financing structure. in

order that the public authority's position is adequately supported in subsequent

contractual and dispute scenarios.

(iv) All contractual decisions. including approvals ol drawings. Extension of Time, and

other critical matters. should be taken strictly within defined timelines as per

applicable SOPs. with documented reasons fbr deviations and flxation of
accountability for delays arising fiom procedural lapses.

Exercise of contractual rights, including issuance of deemed termination notices,

should be undertaken onll' after due verification of compliance by all parties

(including by the public authoritf itself) and proper documentation of defaults

(\ )

The DoE has already instructed that Public Authorities/Project Executing Authorities

should plan for obtaining all necessary clearances quickly and closely monitor the

progress. In this context, digital ptatlbrms such as the PM Gati Shakti (2021) and

PARIVESH 2.0 Portal need to be more aggressively utilized to f-acilitate integrated

planning and streamline approval processes.



and recording of reasons, to ensure that such actions are justilied and legally
detbnsible during dispute resolution.

(vi) Contracting authorities must explore the possibility of establishing an
appropriate structured in-house institutional mechanism designed to capture,
analyse and disseminate learnings from dispute cases, including creation of a

central repository of arbitral findings. with a view to identily recurring contractual
weaknesses. ensure clause-based and evidence-backed handling of claims. record
delays atrributable to the Authority, and facilitate responsibiliqv mapping tbr
srrengthening accountability and improving future contract management across all
Pro ject Implementation UniIs.

Using the inputs ofthe above study. audit should identify and llag the risk ofdisputes arising out
of contract management deficiencies highlighted in the study. This is more relevant in case of
infiastructure projects where the risk of disputes are high. About Rs.l lakh crore is stuck up in
arbitration/disputes in NHAI (2024).

v;r!^,! v**0
Vishal Bansal

Additional Deputy Comptroller and
Auditor General

To
AII DAIs/ADAIs
All D(i/PDs at Headquarters
Heads of Department of Field Offices
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पररपत्र सं./Circular No.28 

 

दिषय: अिसंरचन  पररयोजन ओ ं में संदिि  प्रबंधन में दिि िो ं के जोखिम को दनपटने के संबंध में 

लेि परीक्ष  अनुिेश । 

Sub: Audit Instructions on Addressing the Risk of Disputes in Contract Management in 

Infrastructure Projects. 

 

कृपय  उपयुुक्त दिषय पर मुख्य लय क य ुलय द्व र  पीपीजी क य ुलय ज्ञ पन सं. 51-PPG/2025/97 

दिन ंक 11 अगस्त 2026 के म ध्यम से ज री लेि परीक्ष  अनुिेशो ंकी ओर ध्य न िें  । उक्त लेि परीक्ष  

अनुिेश उच्च-मूल्य एिं महत्वपूरु् पररयोजन ओ,ं दजनमें दिि ि उत्पन्न हुए हैं, के अध्ययन पर आध ररत हैं 

तथ  इनमें पररयोजन  के दिदिन्न चरर्ो ंमें दिद्यम न प्रर् लीगत कदमयो ंको उज गर दकय  गय  है । इस 

संबंध में, क य ुलय ज्ञ पन में दनम्नदलखित पहलुओ ंको रेि ंदकत दकय  गय  है दजनकी लेि परीक्ष  के 

िौर न ज ाँच की ज नी है : 

Attention is invited to the Audit Instructions on Addressing the Risk of Disputes in Contract 

Management in Infrastructure Projects, issued by Headquarters vide PPG OM no. 5l-

PPG/2025/ 97 dated 11 August 2026. The audit instructions, which is based on the study of 

high-value and critical projects involved in disputes, has highlighted systemic deficiencies at 

various stages of the project lifecycle. In this regard, the following aspects are highlighted in 

the OM which shall be examined during audit: 

 

(i) व्यय दिि ग ने इस ब त पर जोर दिय  है दक संदिि  प्रि न दकए ज ने से पूिु नू्यनतम आिश्यक 

ि रमुक्त िूदम, दिशेष रूप से महत्वपूरु् घटको ं के दनष्प िन के दलए आिश्यक िूदम, 

सुदनदित की ज नी च दहए । िूदम की उपलब्धत  के सत्य पन में ि रमुक्त एिं पहुाँच संबंधी 

ब ध ओ ंसे मुक्त महत्वपूरु् तथ  सदन्नदहत िू-िंडो ंको पय ुप्त रूप से श दमल दकय  ज न  

च दहए । 

Department of Expenditure (DoE) has emphasized that minimum necessary 

encumbrance-free land, particularly land essential for execution of critical 

components, should be ensured prior to award of contract. Verification of land 

availability should adequately capture critical and contiguous stretches, free from 

encumbrances and access constraints. 

 

(ii) िैध दनक/दनय मक स्वीकृदतय ाँ प्र प्त करने तथ  पूिुिती की पूदतु में होने ि ले दिलंब की ज ाँच 

की ज नी च दहए । इसके स थ ही, समन्वय, दनगर नी तथ  पररयोजन  की तैय री की पय ुप्तत  

क  िी परीक्षर् दकय  ज न  च दहए । 

Delays in obtaining statutory/regulatory clearances and fulfilment of Conditions 

Precedent should be examined, along with the adequacy of coordination, 

monitoring and project preparedness. 

 



(iii) ररय यतग्र दहयो ंद्व र  प्रसु्तत दित्तीय मॉडलो ंकी व्यिखथथत एिं समुदचत रूप से ज ाँच की ज नी 

च दहए तथ  य त य त के अनुम न, र जस्व के आकलन एिं दित्तपोषर् संरचन  जैसी महत्वपूरु् 

ध रर् ओ ंपर उदचत दटप्पदर्य ाँ अदिदलखित की ज नी च दहए । 

Financial Models submitted by concessionaires should be systematically and 

properly scrutinised, with appropriate comments recorded on critical assumptions 

such as traffic projections, revenue estimates and financing structure. 

 

(iv) आरेिो ंके अनुमोिन, समय-सीम  में दिस्त र तथ  अन्य महत्वपूरु् संदिि त्मक दनरु्य ल गू 

एसओपी के अनुस र दनध ुररत समय-सीम  के िीतर दलए ज ने च दहए तथ  दिचलन के 

क रर्ो ंको अदिदलखित दकय  ज न  च दहए और प्रदिय गत चूको ंके क रर् होने ि ले दिलंब 

के दलए उत्तरि दयत्व दनध ुररत दकय  ज न  च दहए । 

Approvals of drawings, extension of time and other critical contractual decisions 

should be taken within the timelines prescribed as per applicable SOPs with 

documented reasons for deviations and fixation of accountability for delays arising 

from procedural lapses. 

 

(v) संदिि त्मक अदधक रो ंक  प्रयोग, दजसमें म नी गई सम खप्त सूचन एाँ  ज री करन  िी श दमल 

है, सिी पक्षो ंद्व र  अनुप लन के समुदचत सत्य पन तथ  चूक एिं उसके क रर्ो ंके उदचत 

िस्त िेजीकरर् के ब ि ही दकय  ज न  च दहए त दक यह सुदनदित दकय  ज  सके दक ऐसी 

क रुि इय ाँ दिि ि सम ध न के िौर न न्य योदचत एिं दिदधक रूप से बच ि योग्य हो ं। 

Contractual rights, including issuance of deemed termination notices, should be 

exercised only after due verification of compliance by all parties and proper 

documentation of defaults and reasons, so as to ensure that such actions are justified 

and legally defensible during dispute resolution. 

 

(vi) आिश्यक स्वीकृदतयो ं की योजन  पहले से बन ई ज नी च दहए तथ  उनकी दनकटत  से 

दनगर नी की ज नी च दहए । एकीकृत योजन  बन ने तथ  अनुमोिन प्रदिय ओ ंको सुव्यिखथथत 

करने के दलए पीएम गदत शखक्त (2021) और पररिेश 2.0 पोटुल जैसे दडदजटल पे्लटफॉमों 

क  अदधक प्रि िी ढंग से उपयोग दकय  ज न  च दहए । 

Necessary clearances should be planned and closely monitored. Digital platforms 

such as PM Gati Shakti (2021) and PARIVESH 2.0 Portal are to be utilised more 

effectively for integrated planning and streamlining of approval processes. 

 

(vii) संदिि  प्र दधक री दिि ि संबंधी प्रकरर्ो ंसे प्र प्त सीिो ंको संकदलत करने, उनक  दिशे्लषर् 

करने तथ  उनक  प्रस र करने के दलए एक सुव्यिखथथत आंतररक तंत्र थथ दपत करने की 

संि िन ओ ंको िोज सकते हैं, दजसमें ब र-ब र उत्पन्न होने ि ली संदिि त्मक कदमयो ंकी 

पहच न करने तथ  उत्तरि दयत्व और िदिष्य के संदिि  प्रबंधन को सुदृढ़ करने के दलए 

मध्यथथत  संबंधी दनष्कषों क  एक कें द्रीय िंड र तैय र करन  िी श दमल है । 

क य ुलय ज्ञ पन में आगे यह दनिेश दिय  गय  है दक उपयुुक्त अध्ययन से प्र प्त इनपुट क  

उपयोग करते हुए, लेि परीक्ष  में संदिि  प्रबंधन में दिद्यम न कदमयो ं से उत्पन्न होने ि ले 

दिि िो ंके जोखिमो ंकी पहच न कर उन्हें दचदित दकय  ज ए, दिशेष रूप से ऐसी अिसंरचन  

पररयोजन ओ ंमें जह ाँ दिि ि उत्पन्न होने क  जोखिम अदधक है । 

उपयुुक्त लेि परीक्ष  अनुिेशो ं को अिसंरचन  पररयोजन ओ ं की लेि परीक्ष  की योजन  

बन ने तथ  लेि परीक्ष  के संच लन के िौर न अनुप लन हेतु ध्य न में रि  ज ए । इन अनुिेशो ं

के अनुप लन में दजन इक इयो ंमें क रुि ई की गई है, िह ाँ किर दकए गए प्रकरर्ो ंकी संख्य  

तथ  क य ुलय ज्ञ पन में उखिखित दबंिुओ ंपर प्र प्त दिदशष्ट दनष्कषों क  दििरर् सखिदलत 

करते हुए एक खथथदत ररपोटु दसतंबर 2026 के प्रथम सप्त ह के अंत तक मह लेि क र को 



प्रसु्तत की ज ए । सिी समूह अदधक ररयो ंको उपयुुक्त अनुिेशो/ंपर मशों के क य ुन्वयन की 

प्रगदत पर दनकटत  से दनगर नी रिने क  दनिेश दिय  ज त  है । 

Contracting authorities may explore establishing a structured in-house mechanism 

to capture, analyse and disseminate learnings from dispute cases, including creation 

of a central repository of arbitral findings, to identify recurring contractual 

weaknesses and strengthen accountability and future contract management.  

The OM further directs that, using the inputs of the above study, audit should 

identify and flag risks of disputes arising from contract management deficiencies, 

particularly in infrastructure projects where the risk of disputes is high.  

The above audit instructions may be noted for compliance during the planning and 

conduct of audit of infrastructure projects. A status report comprising the details of 

units in which these instructions were exercised/no of instances covered and 

specific findings on the points covered in the OM may be submitted to AG by end 

of first week of September 2026. All the Group Officers are directed to closely 

watch progress of the implementation of above instructions/advisories. 

 

(मह लेि क र के आिेश नुस र / Vide orders of Accountant General ) 

 

 

 

 

 

 वररष्ठ उप महालेखाकार )प्रशा. व एएमजी I( 

Senior Deputy Accountant General (Admin &AMG I) 

 

 

 

 

 

 प्रतितलतप/Copy to : 

 

1. िरर. उप मह लेि क र/ एएमजी I, एएमजी II, एएमजी III 
Sr. Deputy Accountant General/ AMG I, AMG II, AMG III 

 

2. मह लेि क र के सदचि 

Secretary to Accountant General 

 

3. ि.लेप.अ./ एएमजी I, एएमजी II, एएमजी III (के्षत्रीय िलो ंको पररच लन थु ( 

Sr. AO/AMG I, AMG II, AMG III (For circulation to field parties) 


