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INTRODUCTION

1, the Chairman of the Public Accounts Committee as authorised
by the Committee do present on their behalf this Thirty-seventh
Report on the action taken by Government on the recommendations
of the Public Accounts Committee contained in their Hundred and
Ninety-sixth Report (Fifth Lok Sabha) on Farakka Barrage Project.
[Paragraph 28 of the Report of the Comptroller and Auditor General
of India for the year 1973-74, Union Government (Civil)—Depart-
ment of Irrigation.]

2. On 10th August, 1977, an ‘Action Taken Sub-Committee con-
sisting of the following Members, was appointed to scrutinise the
cepties received from Government in pursuance of the recommenda-
tions made by the Committee in their earlier Reports.

1. Shri C, M. Stephen—Chairman

2. Shri Asoke Krishna Dutt—Convener
Members

3. Shri Gauri Shankar Rai
4. Shri Tulsidas Dasappa

5. Shri Kanwar Lal Gupta
6. Shri Zawar Hussain

7. Shri Vasant Sathe

3. The Action Taken Sub-Committee of the Public Accounts
Committee (1977-73) considered and adopted the Report at their
sitting held on the 17th October, 1977. The Report was finally
adopted by the Public Accounts Committee on 18th November, 1977.

4, For facility of reference the conclusions|recommendations of
the Committee have been printed in thick type in the body of the
Report. For the sake of convenience, the conclusions|recommenda-

tions of the Committee have also been appended to the Report in a
consolidated form.

5. The Committee place on record their appreciation of the
assistance rendered to them in this matter by the Comptroller and
Auditor General of India,

New DeLHr; C. M. STEPHEN,
s November 18, 1977 Chairman,
» Kartika 27, 1899(S). Public Accounts Committee.
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CHAPTER 1
REPORT

1.1. This Report of the Committee deals with the action taken
by Government on the recommendations/observations contained in
‘their 196th Report (5th Lok Sabha) on paragraph 28 of the Report
of the Comptroller and Auditor General of India for the year 1973-
74—Union Government (Civil) regarding Farakka Barrage Project
(Ministry of Agriculture & Irrigation—Department of Irrigation),
which was presented to the Lok Sabha on the 30th January, 1976.

1.2. Out of 50 recommendations/observations contained in the
Report, Government have indicated the action taken or proposed to
be taken by them in respect of all the recommendations.

1.3. The Action Taken Notes received from Government have
"been broadly categorised as follows:

(i) Recommendations/observations which have been accept-
ed by Government.

S. Nos. 1, 5, 7. 8, 14, 23, 28, 32, 35, 37, 39, 40; 41; 43; 44;
45, 47, 48, 49 and 50.

(ii) Recommendations/observations which the Committee do
not desire to pursue in the light of the replies of Govern-
ment,

S. Nos. 4, 10, 13, 15, 16, 19, 22, 29 (part), 30 (part) and 36.

(iil) Recommendations/observations replies to which have not
been accepted by the Committee and which require
reiteration.

S. Nos. 2, 3, 6, 9, 11, 12. 17, 18, 20, 21, 24, 25, 26; 27, 29, 30;
31, 33, 34, 38, 42 and 46.

1.4, After presentation of 196th Report (5th Lok Sabha) to the
Lok Sabha on the 30th January 1976, Government were requested
to furnish Action Taken replies on all the récommendations con-
tained in the above mentioned Report by the 30th July, 1976.
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Advance (un-vetted)® replies to the recommendations concern-
ing the Ministry of Agriculture & Irrigation (Department of Irri-
gation) were furnished to the Committee on the 29th July, 1976**.
By that time, replies from the Ministry of Shipping & Transport, the
Ministry of Tourism & Civil Aviation, the Ministry of Industry &
Civil Supplies (Department of Industrial Development) and the
Ministry of Energy (Department of Power) had also been received
by the Committee.

In the light of Audit comments on some of the advance replies,
the Ministry of Agriculture and Irrigation (Department of Irriga-
tion) suitably modified those replies and the revised replies were
furnished by that Department on the 24th January, 1977.1.

1.5. It was only in the case of one recommendation (S. No. 34),
which concerned both the Ministry of Agriculture & Irrigation (De-
partment of Irrigation) and the Ministry of Law, Justice & Com-
pany Affairs (Legislative Department) that the reply from the Min-
istry of Law, Justice & Company Affairs was received on the 11th
August, 1976.

1.6. The Committee are glad that the replies of the Government
to all the recommendations contained in the Report were furnished
to the Committee within the time prescribed for the purpose.

1.7. The Committee will now deal with the Action Taken on some
of the recommendations.

Delay in completion of the Project

1.8. The Farakka Barrage Project was initially due to be com-
pleted by 1970-71, but in actual effect only the barrage was complet-
ed in 1971 and the essential canal work took another four years.
Commenting upon this delay, the Committee, in para 2.4 of their
196th Report (5th Lok Sabha), had observed:

“The Committee are greatly perturbed to find that while in
1961 and again in 1965, it was decided that in view of the:
character of the project, its essentiality and the benefits
which were likely to be derived from the various works,
it should be completed by 1970-71, in actual fact only the:

*Intimation %bout vetting of some of the advance replies was given to the Committee on:
11-8-19%6.

*+Vide Deptt. of Irrigation O. M, No. 6/2/76-FBP, dt. 29-7-66,
tVide Deptt. of Irrigation O M, No. 6/2/76-FBP dt. 24-1-77.
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barrage was completed in 1971, but the essential canal
work for taking the headwaters from the Ganga to feed
the Bhagirathi-Hooghly system and save the deterioration
in the Calcutta Port was completed only four years later
in 1975. It appears that the requisite firmness and deter-
mination to see that the canal work was taken up in right
earnest and completed as per schedule was lacking. The
Committee see no reason why the canal work could not
Ye initially started from September, 1962 as per the origi-
] schedule. The delay of one year at that point is
sught to be explained on the not very tenable ground
tht special details concerning finalisation of canal sec-
tiqs, disposition of spoil banks, proportion of manual
labur to dredger excavation etc. had to be settled with
theGerman expert. The Committee are unable to accept
Govrnment's plea that explorations and investigations
wittthe soil properties also caused delay in finalising the
detaed estimate for invitation of tenders. Since the
schele was envisaged many years earlier and there was
a decion in October, 1961 to complete the project in eight
vearsime from 1962 to 1970, the Committee see no
reasoarwhy in 1961-62 itself Government could not con-
sult eperts, whether our own or from abroad, and settle
all essitial details.”

[S. No. 2, Apendix-VII, Para 2.4 of 196th Report of the P.AC.
(5th Lok Sabha.)]

1.9. To th'e abte-quoted observation of the Committee, the Min-
istry of Agriculth and Irrigation in their O.M. dated 24-1.77, fur-
nished the f0110w1‘g reply to the Committee:—

Afie—r apProY of +he, Frakka Barrage Project in 1960, detailed
»-VEVS were CO:- ' md for ﬁnallSIng the allgnment Of

:h ! g out soil testing and planning
i \1 ks. While the construction sche-
. _“S ~rnigct in 8 years was drawn up
] In Oc "'*ﬁed that this pre-construc-
tion pl. v
[ . %y one year and cons-
truction k
) Septembe. Sy, o P from
' ' “gerlng to this
date, turnec \l nment of
the feeder ca o g 9,
" ber, 1962. Th. ' ' ' o

'a‘ry ,
. ey
A
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1962 had in fact ta, be ;xwdxﬁed by the. Technical Advisry
Commlttee on account of the following reasons—

(a) Some reaches- were loeated in Bihar which was not
considered desirable from navigation point of viewsince
this would have resulted in entry/exit problemsin a
short reach twice.

{b) Certain reaches of the alignment were found, m de-
tailed considerations, to have been located ir thickly
populated areas near Bagmari river which wald have
needed displacement and rehabilitation of may people.

(c) Certain reaches of canal were close to river tanga and
there was risk of river agtack.

After the final alignment of the Feeder Canal had/een decid-
ed in December, 1962, some time was neededor prelimi-
naries like taking longitudinal section and oss sections
along the final alignment, demarcating the sme on the
ground, issue of Notice Inviting Tenders, acoiring of the
land, etc., which were finalised by June|July, 463 to enable
start of the excavation work by the sma) contractors
from September, 1963, i.e., beginning of 1%-64 working
season. i

As regards the expert advice obtained from D/ Lackner this
mainly pertained to excavation below gen¢il water table
which was very high through out the lengj of the feeder
canal. Out of an average 22 ft, depth of dging the lower
14 ft. were below general water table.

Dr. Lackner gave his opinion in January, 19§and based on
his expert advice as well as other availfe reports on
dredging, the Government %’ﬂd’a Wienstited a  Com-
mittee headed by Admira!- B. Bose to advise on the
specifications and the nrPers of dredgers as well as the
best method of: procureit of dredgers. This Committee

gave a report in.Jt:7 1863 by which time sufficient land
could, be acqui~ 5 brought out above, to commence the
canal er:ﬁ‘“on work. Thus, apart from timing of the
advige* DT Lackner and subsequent ‘period .. during
dose Committee worked out details of specifications

H ,,‘Oiqthe dredgers, the delay of one year can be attribut-
d’d'f difficulties in finalising the canal ahgnment as
@gya& gqulsmon of land. If the earth-work had to be
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excavated By dredgers, then,’ apart'from a special ‘organi-
sationf to be Buflt up, the number'of ‘dredgers’ rgqhxj‘r,ed/‘
would ‘have beeh much more besldes high~ cost, which
could not be worked out because of lack of data on work-
ing ‘of drédgefs’on such a large scale in conditions similar
to those prevailing in Farakka canal. ' Also, this would
have prevented employment of local agencies and parti-
cularly, the smaller firms. In fact, these were the consi-
derations which led the Government to employ small
local agencies as an experimental measure. However, as
explained to the Committee at length, these agencies for
various reasons, could not complete the work. In the
meanwhile, as the Committee are aware, some contracting
firms quoted for excavation of the canal work both above
the general water table as well as below, by using heavy
earthmoving equipment (drag lines etc.). The work was
divided into different reaches and put to tender and the
Committee are aware of the problems which arose during
implementation of the work covered under each.

While the Government of India and the State Governments
did possess experience on excavation of irrigation canals,
it must be mentioned that Farakka canal was by far the
largest irrigation-cum-navigation canal to be constructed
in the country. There were special problems ascociated
with the construction of the canal, namely high water
table which necessitated bulk of the excavaton to be
carried out below the ground water table. Secondly, the
canal banks had to be designed so as to resist the flood
pressure from both the sides. The canal section had tc be
so designed that excavation by manual labour, by heavy
earth moving equipment, as well as by dredgers (during
operational stage) was feasible within economic costs.
Unless such flexibility was ptovided in the design'ét canal
sections, there could have been situations which would
have created real difficulty.”

1.10. The Committee are unhappy that Government do not appear
to share thelr grave concern over the delays that have taken place
-and the implication that have flowed there from, It is senseless to cry
-over spilt milk But it is always wise to learn from experience.  While
recogmising, of course, some force in the reasons for the delay that
‘Governient’s reply indicates, the Committée cannot avoid an impres.
sion"of near-complcericy over the issue.” The fact of detailed sur-
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veys having to be made is not contestable, but this requirement was
by no meang unknown when in 1961 and again in 1965, clear-cut
projections were made. Indeed, Dr. Lackner’s opinion was elicited
and the Bose Committee reported much before 1965. Credit will be
ungrudgingly given for having at last completed “by far the largest
irrigation-cum-navigation canai” in the country, but thig should mot
extend to unqualified exoneration of a certain failure, which was
not inevitable, to anticipate the required pace of construction and
concomitant problems. Government are correct in stressing flexi-
bility as on element in construction of the magnitude and complexity
of Farakka, but long deferment of presumably well thougli-vuvt ta:-
get dates cannot be justified on the plca of flexibility, The Com-
mittee have great confidence in our own engineers and other scienti-
fic-technical personnel, and that is exactly why it is a matter of
concern that delays and defaults were not, to the extent possible,
evoided.

Delay in execution of work of the Feeder Canal—lack of realisation
of urgency

1.11. Commenting further on the delay in the excavation of the
Farakka Feeder Canal, the Committee, in para 2.5 of their 186th
Report (5th Lok Sabha), had observed:

“The Committee cannot appreciate the delay in calling for
tenders or in settling the rates for work. Government
with its vast experience of excavation of canals should
have been able to settle these details firmly and in time.
The Committee are also not prepared to accept the plea
of helplessness when the contractors to whom the work
was awarded in 1963 did not proceed with it with the
requisite speed. The Committee feel that it should have
been possible for Government to give the widest publicity
ab initio to these tenders so as to facilitate adequate res-
ponse, Government should have ensured that the tenders
were scrutinised and finalised with due promptitude and
on a realistic basis, having regard to the prevalent rates.
Another basic aspect where a clear decision was necessary,
concerned the work to be done through contractors and
the extent to which the dredgers were to be utilised. Tl_:e-
Committee consider that there was avoidable delay In
this crucial area, The Committee are also perturbed that.
on the plea of paucity of funds, tenders were not fixed
till the end of 1967 for reacheg beyond R. D. 68. This
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administrative inaptitude and lack of relization of the
urgency of the project was responsible for the loss of
nearly three years in the beginning and it is this ‘original
sin’, as it were, which is responsible basically for the long
delayed completion of the project.”

{S. No. 3, Appendix-VII, para 2.5 of 196th Report of the P.A.C.
(5th Lok Sabha)].

1.12. In their reply dated the 29th July, 1976, the Ministry of
Agriculture & Irrigation stated—

“While barrage work, though un-precedented in magnitude
and character, was concentrated at one place, the canal
work was distributed over 25 miles and involved construc-
tion of large number of canal structures including a
syphon, inlets and bridges which also posed a number of
problemg during their implementation. Although the
barrage was completed in 1971, the gates became fully
operational only by 1973. The canal even if completed
before the barrage became operational, would not have
enabled diversion of waters into the Bhagirathi, This
was pointed out to the Committee—vide reply to point
28 (a) and (b) arising out of the oral evidence. The pro-
gress on the excavation work of the canal up to June,
1971, was 104 crores cft. out of 155 crores cft. The same
at the end of June, 1973, by which time the barrage be-
came operational, was 146 croreg cft.

It would thus be seen that most of the works were completed
by 1973. No doubt, certain criti-al works remained to be
completed such as pakur bridge at RD.62 due to failure
of the bridge contractor, and excavation of some gaps due
to non-handing over of land by the villagers who insisted
on construction of road bridges, although the Government
of India in consultation with the State Government, had
agreed to provide ferry crossings, at each road crossing
Thus, all possible efforts were made but due to unfore-
seen difficulties, there was some delay in implementing
the canal works. However, the Committee’s concern has
been noted and it is hoped that the experience gained by
the Indian Engineers and technicians in implementatioa
of such a big canal would help in planning and implemen-
tation of works on similar Projects of large magnitude in
future.
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As soon as the decision was taken by..the Control Board in:
November 1964 to carry out full depth excavation through.
, contractors _the tenders in hand }gem finalised .and contract.
for 75 crores cft. of earthwork in the reach. R.D. 10 to
R.D. 68.00 was awarded in January, 1965. As regards
the lower reaches below R.D. 68.00 it was decided to
invite tenders later after having seen the performance of
the contractor in the Reach R.D., 10 to R.D. 68 in carrying
out full depth excavation and the difficulties experienced
therein. Tenders were accordingly invited in August
1966 after the close of 1965-66 working season but while:
these tenders were being processed, there prevailed acute-
financial stringency on the project as a result of Pakistani
aggression, Consequently, the Control Board decided in
May, 1966 that no expenditure should be incurred on
excavation of the feeder cana] below R.D. 68 till April,
1967. In the meantime, negotiations were continued with
the tenderers in regard to their special conditions involv--
ing advance payments, release of foreign exchange etc.
These could be finalised by August, 1967 and were consi-
dered by the Tender Committee in September, 1967.
Clearance from the Ministry of Finance wags obtained in
October, 1967 and these were approved by the Control
Board on 3-11-67. Work was commenced in 1967-68 work-
ing season.

In view of the reasons explained above, the delay in execution
of works of Feeder Canal as mentioned by Public Ac-
counts Committee in this para, may be considered as
unavoidable.

1.13. The Committee are constrained to reiterate that Govern- -
ment should do well to acknowledge the fact of delay being at least,
in part, due to deficiencies in the organisation of work on such a
vital national project. A gap of some two years between the bar-
rage becoming operational and the canal being constructed is a
serious matter. The three-year procrastination over tenders (1964—
67) can hardly be explained away by acule financial stringency alle-
gedly occasioned (May 1966) by the 1965 war with Pakistan. The
Committee are of the view that the delays referred to, while not
inexplicable, were at the same time not “unavoidable”.

1.14. The Committee, had, in para 2,6 of their 196th Report (5th-
Lok Sabha), also suggested further investigation of the matter
and fixation of responsibility on those who did not show leadership-
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1
and understanding in settling all the requxsxte details in time. To»
-quote the Comnutbee “they had observed —

“The Committee would like Government to investigate the-
~ matter thoroughly with a view 'to deducing lessons and
ﬁxing responsibility on those who did not show leadership
and understanding in set!ling all the requisite details in
time, in inviting and finalising the tenders and in effec-
tively co-ordinating the execution of the works in the-
field with an upnght adherence o the time sohedule ?

Mt

[S. No. 3, Appendix-VII, Para 2.6, of 196th Report of the PAC (5th
Lok Sabha)].

1.15. The Committee have been infcrmed in reply that it would
not‘ serve the cause of building up expertise in design and implemen-
tation of such projects, if enquiries are conducted in this case. The

full reply of the Ministry dated 29 7-76, is reproduced below for
teady reference:

“A review of the action taken at various levels for execution
of the work of Farakks Barrage Project'and the Feeder
Canal has been undertaken. Before tenders are invited
for any components, the estimate has to be prepared and
sanctioned on the basis of detailed designs, detailed speci-
fications are drafied and approved by competent authority.
Similarly, after tenders are received, detailed scrutiny and
evaluation of tenders is undertaken and often negotiations
are necessary. All these operations do take time and,
inspite of best efforts, some slip may occur in one or more
of a series of operations outlined above. A three-tier
organisational machinery was established for executing the
Project expeditiously and economically and effective co-
ordination at various levels was also ensured. At the field
level which was the executing agency, the Chief Engineer
and other officers were given sufficient powers to deal eff-
ectively with the various matter relating to the execution
of the works. The Chief Engineer, who was subsequently
designated as the General Manager had been declared as
the Head of the Department for purposes of Fundamental
and Supplementary Rules and the General Financial
Rules and has also been delegated the same powers as are

. exercised by his counter-part in the Central Bublic Works
Department. The General Manager and the other officers-
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of the Project had also been delegated specific powers re-
lating to the works etc. of the Project.

The Farakka Barrage Central Board is in over-all charge ot
the Project, including its technical and financial aspects.
The Chairman of this Central Board had been the Minis-
ter of Irrigation and Power and now Minister of Agricul-
ture & Irrigation. The Board comprises Ministers and
representatives of the West Bengal Government and re-
presentatives of the Calcutta Port Commissioner of the
Ministry of Shipping and Transport, Central Water Com-
mission, Ministry of Railways, Department of Irrigation
and the General Manager, Farakka Barrage Project. The
Board is assisted by a full-time Secretary of the rank of
Superintending Engineer and a Financial Adviser & Chiet
Accounts Officer. The Board has various advisory com-
mittees comprising technical officers of appropriate status.
Some of the important Committees are the Technical Ad-
visory committee which advises c¢n the technical aspects
relating to the design and execution of the Project and
the Tender Committee which advises on the acceptance of
the Tenders. The Board also had in the past the various
committees such as the Local Commit'ee and the Plant
and Equipment Committee etc.

As the Project is being executed by the Central Government,
the work, of the Project is being supervised by the De-
partment of Irrigation. All important matters relating to
the scrutiny of estimates, preparation of designs, review
of the delegation of financial powers, the question of lay-
ing tenders specifications and schedule of rates were ex-
amined and approved by the Control Board. It also ap-
proves all proposals for award of work or supplies on con-
tract which are beyond the powers of the General Manager.

The progress of the works has been reviewed at regular inter-
vals by the various organisations and all efforts have been
made to remove the bottlenecks. It may be mentioned
that the execution of such a big project which is unique in
its nature posed many difficulties and problems which
were peculiar but by the co-ordinated efforts and good
planning all the difficulties were removed and the Feeder
Canal could be commissioned.

. Tt will be clear that all major decisions were taken jointly by

a high Level Control Board assisted by its Committees but
not by any individual. The major decisions flowed from
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extension beyond June, 1868 to contractor ‘A’ in respdgt
of the excavation work in the Reach RD 1088, the said
contractor was granted extension up to June, 1969 by
the Control Board, and the only reasons left on record
are “difficulties explained by the firm as reported in the
agenda papers.” The papers relating to the relevant
meeting of the Control Board reveal that the Chief Engi-
. neer of the Project had specifically mentioned that “an
extension from March to June, 1968, had already been
granted to the firm in consideration of their difficulties
in arranging the machinery,” and “hence no further ex-
tension can be given.” The Chief Engineer had also
recorded that procurement and selection of the machinery
was entirely the concern of the contractor, adding that
notwithstanding this position the contractor had been
given equipment worth about Rs, 37.5 lakhs in the interests
of the work. The Chief Engineer had also referred to
two generating sets having been made available on hire
to the contractor. In the absence of any recorded rea-
sons, it has not been possible for the Committee to exa-
mine the justification for the Control Board departing
from the specific recommendation of the Chief Engineer.
The Committee take a serious view of the matter and
recommend that it should be probed into thoroughly, and

responsibility fixed for such apparently anomalous
conduct.”

[S. No. 27, Appendix VII, Pars 5.10 of 196th Report of the PAC
(5th Lok Sabha)].

1.44. The Ministry of Agriculture & Irrigation (Department of
Irrigation) in their reply dated the 29th July 1976 stated as follows:

“The contract for the reach at RD 10 to 68 involving 75 crore
cft. of earthwork was allotted to the contractor A in Jan,,
1965. The contractor had to import some equipment
involving fereign exchange while the project was to sup-
ply power along the Feeder Canal between RD 32 to
475 during 1965-66 season. There were certain delays
on the part of the contractor in arranging all the impor-
ted equipment and moreover, the imported equipment
which reached the site did not give good performance
during 1965-66 season. The Department too could not
lay the transmission lines and make power available

2099 LS—3
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during this season. No doubt some generators were
given to the contractor on hire basis but these were not
adequate to cope with the magnitude of the work. In
spite of these difficulties, the contractor was able to
excavate 14.69 crore cft. during 1965-66 season.

In April 1966 the contractor applied for extension for one
year i.e. up to June, 1969. The extension of three months
beyond March, 1868 up to June 1968, referred to in this
para had been agreed to by the Chief Engineer in January
1965 within one month of the issue of the letter of Intent
(which stipulated 31-3-68 as the date of completion) on
account of the delay in the issue of the work order after
finalisation of the contract conditions by the Negotiation
Committee. This was approved by the Control Board in
May, 1965.

As regards the departmental equipment loaned out to the
contractor in 1965, this comprised 4 Nos. Russian Drag-
lines of 3/4Cyd. capacity and 8 Nos. dozers and pushers
and 1 No. grader but no Scrapers or Dumpers. Conse-
quently this assorted equipment did not form a composite
earthmoving unit but augmented the contractor’s working
units which, in that year, comprised 30 Nos. Tractor drawn
Scrapers, 20 Nos. motorised scrapers and 25 Nos. dozers
of various sizes. The contractor’s programme for 1965-66,
1966-67 and 1967-68 working seasons was 21 crore cft., 25
crore cft. and 30 crore cft. respectively. Due to the various
difficulties mentioned above, he could achieve only 14.69
crore cft. in the first season.

As explained in reply to point 15(a) and 15(b), arising out
of oral evidence, Chief Engineer was fully competent to
grant or refuse extension but he forwarded the case for
the consideration of the Control Board without giving any
positive recommendation of his own.*

Obviously the Contractor ‘A’ could not proceed with the work
at the desired speed on account of the reasons explained
above and his request for extension for one year was,
therefore, fully justified. Hence his request was acceded
to by the Control Board in November, 1966.

*Not vetted by Audit.
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It would not, therefore, appear necessary to investigate this
case, decision on which was taken after full consideration
of the relevant issues, by the Farakka Control Board which
is the highest level body for guiding the construction
activities.”

1.45. The Committee note that their suggestion for further in-
wvestigation of the case relating to grant of further extemsion to
.contractor ‘A’ beyond 30th June, 1968 in respect of the excavation
work in the reach RD 19-68, has not found favour with Govern-
ment, The reasons advanced are that the first extension from
March, 1968 to June, 1968 was granted on account of delay in the
issue of the work order after finalisation of the contract conditions
by the Negotiation Committee, that the contractor was finding
difficulties in spite of some departmental equipment having been
fent to him, and that the Chief Engineer who was fully competent
te grant or refuse the extension had forwarded the case for the
consideration of the Control Board without giving any positive re-
commendation of his own. The Committee are not convinced by
this argument. As stated in their original recommendation, the
papers relating to the relevant meeting of the Control Board
(where extension was granted beyond June, 1968) revealated that
the Chief Engineer had specifically mentioned that “an extension
from March to June, 1968 had already been granted to the firm in
consideration of their difficulties in arranging the machinery” and
“Mence no further extension can be given”. The Chief Engineer
had also recorded that procurement and selection of machinery
was entirely the concern of the contractor. The Committee are
surprised that in spite of the clear and categoric remarks »{ the
Chief Engineer in the agenda papers relating to the relevant meet-
ing of the Control Board, the only reasons left on record for grant-
ing further extension were “difficulties explained by the firm as
reported in the agenda papers”. Surprisingly, even the question of
the imposition of some penalty on the contractor was not at all
discussed. The Committee cannot therefore help the view that
undue favour had been shown to contractor ‘A’ and that this is a
fit case requiring further probe for fixation of responsihility for
what appears to be anomalous conduct. They reiterate their
original recommendation and expect intimation in due course
about the enquiries made in the matter and the results thereof.

Payment of higher rates outside the contracts

1.146. In paragraph 5.29 of their 196th Report (5th Lok Sabha)
¥he Committee had observed:

“The Committee find that as against the contracted rates of
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Rs. 11.30, Rs. 12.50 and Rs. 12.43 per 100 cft. for excavation
work-in the Reaches RD 10-68, RD 68-97 and RD 97-103
respectively, contractor ‘A’ and ‘B’ were paid, ‘ex-gratia’,
higher rates of Rs. 16.5 per 100 cft. for work done during
1969-70 and Rs. 20.65 per 100 cft. for work done during
1970-71 and thereafter. Such higher rates were paid in
spite of the fact that they were clearly outside the terms
of the relevant contracts.”

[S. No. 29, Appendix-VII, Para 5.29 of 196th Report of the P.A.C.
(5th Lok Sabha)}

147. In their Action Taken reply, dated the 24th January, 1977
the Ministry have justified the payment of higher rates in the follow-
ing terms:

“As has been explained in para 426 the question of consider-
ing payment of ex-gratia rates to Contractors A&B arose:
only when these contractors were not prepared to continue
with their contracts on account of the deteriorating law
and order situation and labour unrest in the Project area
due to which they were unable to get the desired output
from the machines. In case these contracts were rescind-
ed on account of the failure of the contractors to continue
with the jobs, the tendered rates, if tenders were invited
afresh, were bound to be high from the firms who were
considered technically and financially capable of execut-
ing the work in time. Moreover, the contractors A & B
might have in that case, gone to the court for seeking
redress which, would have further delayed the execution
of the works. Consequently the Control Board decided
in the larger interests of the Project to get the contractors
representation of higher operational cost and request for
relief, examined in depth by an Inter-Departmental Com-
mittee. This Committee recommended higher rates after
it had carried out a thorough study of the matter and was
fully convinced about its justification.”

1.48. The Committee wish to refer back to their earlier observa-
tions on analogous cases and to reiterate their unhappiness at Gov-
ernment finding itself virtually in a position where there was no
alternative, in Government’s view, to yielding to the ‘contractors”
escalating demands. This is a situation which, being likely to recur
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at other big construction sites, should be carefully analysed and
all precautionary measures adopted.

lssue of machinery & Stores to contractors outside their contracts

1.49, In paragraph 533 of their 196th Report (5th Lok Sabha),
the Committee had observed: —

“Since, as pointed out by the Chief Engineer of the Project
himself, the procurement and selection of machinery etc.
was entirely the concern of the contractors themselves,
it is evident that the issue to the contractors of materials
and stores from the Stores of the Department was in itself
a big concession to the contractors. Even so, this concession
to the contractors was not taken into account by the Inter-
Departmental Committee while examining their clnims
for rates higher than the contracted rates outside the
terms of their contracts. The Committee are of the view
that the Inter-Departmental Committee have, by a serics
of decisions, invited. on themselves, a suspicion of derelic-
tion of duty which should be cleared by Government with
a view to suitable action it called for, in the matter.”

TS. No. 30, Appendix-VII, Para 5.33 of 196th Report of the P.A.C.—
(5th Lok Sabha)]

1.50. In their Action Taken reply, dated 29-7-76, the Ministry of
Agriculture & Irrigation have stated:

“The statement of the Chief Engineer of the Project in regard
to the procurement of machinery etc. was in the context
of giving extension to the contractor ‘A’ beyond 30-4-16
and is not related to the issue of materials and stores
which was considered necessary in the interest of Depart-
ment and cannot, therefore, be taken as a concession to the
Contractor. Moreover, Government’s interest was fully
safeguarded in fixing the issue rates.

Government consider that the recommendations of the Inter-
Departmental Committee which comprised senior engi-
neers and officers were based on all the relevant consi-
derations keeping in view the larger interests of the Pro-
ject. These recommendations were duly considered by
the Government before acceptance.”
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1.51. The Committee regret that they would require further te-
be satisfied that the issue of materials and stores to the contractors’
from the Department’'s own stores did not amount to a concession
which was not to be expected in the usual course by the cantractons.
in view of the indulgence with which the contractor’s inflated
claims appear often to have been granted, the Committee would
like to know the position in clearer detail before they can appreciate
Government’s viewpoint.

1.52, In connection with the payment pertaining to the period
1969-70 to Contractor ‘A’ without obtaining a written confirmation
from the Contractor that he had no claims in respect of the period
January 1966 to September 1969, the Committee in paragraph 6.21
of their 196th Report of the Public Accounts Committee (5th Lok
Sabha) had observed as follows: —

“The Committee disapprove of the leisurely and lukewarm
manner in which the whole case of arbitration of the so-
called dispute between the contractor ‘A’ and the Project
authorities was handled by Government. In March, 1971,
when the contractor conveyed his acceptance of enhance-
ment of rates (as decided by the Special Committee), for
earthwork done during 1969-70 and thereafter, and his
letter was conspicuously silent about his reaction to the
rejection by the said Committee of his claim for the period
January, 1966 to September 1969, the situation required
that before making any payment Government should
have secured from him clear written confirmation of the
position in respect of the period January, 1966 to Septem-
ber, 1969.”

[S. No. 31, Appendix-VII, Para 6.21 of 196th Report of the P.A.C.—
(5th Lok Sabha)l

1.53. In their reply dated the 29th July, 1976, the Ministry of
Agriculture & Irrigation (Department of Irrigation) stated as
follows:

“In the erstwhile Ministry of Irrigation and Power letter No.
1128170!-FBP dated the 11*h March, 1971, while conveying
sanction to the ex-gratia payment to Contractors ‘A’ and
‘B’ in respect of actual earthwork done by each during
1969-70 season, 1970-71 season and further, it was provided
that ‘the contractors agree in writing that these payments:
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will be in full and final settlement in respect of these
items arising out of the respective contracts’. It was also
mentioned in this very letter that the claims of the con-
tractors for the period prior to September, 1969, were
rejected.

The firm gave an undertaking that they were accepting in full
and final settlement payments in.respect of claims for the
enhancement of rates for the earthwork done from 1969-70
season onwards.

"In this respect it may be stated that subsequently in a similar
case when an unambiguous undertaking had been obtain-
ed, it was held that such disputes had arisen out of or in
relation to the contract and are referable to the arbitra-
tion under clause 25 of the Contract Agreement which is
wide enough.”

1.54. The Committee are surprised to note that the above-quoted
reply of the Ministry is completely silent as to the reasons for not
having obtained a written undertaking from contractor ‘A’ that the
rejection by the special Committee of his claim for the period
January, 1966 to September, 1969 was acceptable to him., The
Ministry appear to have taken shelter behind the position that in
a similar case when an unambiguous undertaking had beem obtained
it was held that such disputes were referable to arbitration under
Clause 25 of the Contract Agreement. In the absence of full details
of the case and of its being comparable with the instant issue, the
Committee would not like to make any positive observations, but
they can hardly conceive that the contractor, even in arbitration,
could succeed in getting any additional payments for the period
from January 1966 to September 1969, if he had given a written
undertaking that the rejection of his claim by the Special Com-
mittee for the said period was acceptable to him. There is need,
therefore, for a further probe with a view to fixation of responsi-
bility for the lapses, if any, involved in the matter and early nti-
mation of the results to the Committee.

Conduct of Project case before the Arbitrator

155, In paragraph 6.23 of their 196th Report (5th Lok Sabha),
the Committee had observed:—

“In so far as the pleadings before the arbitrator are concern-
ed, it is surprising that the reasonableness or otherwise
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of the quantum of compensation demanded by the con-
tractor was not posed into by the government side at all.
No oral evidence was led before the arbitrator, and no
reasons seem to have been recorded in justification of
such an omission. Also, no counter-claims were made
by Government on account of the concessions extended
to the contractor in spite of his failure to adhere to the
time schedule. There were other facilities, like use of
government machinery ete given to the contractor
which too should have been put forward before the
Arbitrator, in order to have the amount of award suit-
ably reduced if not completely negated. The loss suffer-
ed by government on account of the contractor arbitrari-
ly stopping work and causing delay and cost escalation
was another point that should have been pressed strongly
before the arbitrator by way of counter-claim, but it
was not done. The contractual obligation of the contrac-
tor to take up additional excavation work at old rates,
which the contractor failed to fulfill and Government did
not enforce, gave another, valuable advantage to the
contractor. No counter-claim on this account also was
made before the Arbitrator. The Committee feel strong-
ly that Government’s defence was not resolutely, or even
properly conducted.

[S. No. 33, Appendix-VII, Para 6.23 of 196th Report of the P.A.C.—
(5th Lok Sabha)]

1.56. In their reply dated 29-7-76 to the above quoted observa-
tions of the Committee, the Ministry of Agriculture & Irrigation
have stated as follows:

“The department took a firm stand before the arbitrator that
the contractor was not entitled to any relief or compen-
sation in respect of the work done by him between
January, 1966 to September, 1969 and that contractor’s
claim was not tenable as per terms and conditions of the
contract. The department did not enter into any argu-
ment about the reasonableness or otherwise of the quan-
tum of compensation demanded by the contractor as by
doing that an impression would have been created that
the department was only disputing the reasonableness of
the quantum of compensation while accepting, in princi-
ple, the justification thereof.
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It was considered advisable by our counsel that in the absence
of any oral evidence on the part of the claimants, there
was no necessity on the part of the defendants to refute
the claim by oral evidence. It may be mentioned that
in any arbitration case, it is for the claimants to sub-
stantiate their claim either by oral or documentary evi-
dence. But as the claimants in this case chose not to lead
any oral evidence (they perhaps thought that the docu-
ments submitted by them will speak for themselves),
the defendants also thought it proper not to adduce any
oral evidence. As such, the whole matter was allowed
to proceed on the basis of statement und counter-state-

ment to be backed by the documentary evidence of both
sides.

The time extensions were granted to the contractor in con-
sideration of the hindrances and the difficulties faced by
him at site and which were considered to be bevond his
reasonable control. The facilities extended to the con-
tractor such as payment, issue of P.OL . spares and hir-
ing out of departmental machinery were prompted by
the anxiety to complete the work as quickly as possible.
Besides, since these facilities were not provided gratis
and were charged to the contractor according to the rules

of the Department they cannot in true sense be termed
as concessions.

The work was kept suspended by the contractor in the begin-
ning of 1970-71 working season only whereas the dispute
in question was for the period prior to September, 1969.
As such, projection of these factors before the arbitrator
was not relevant. Further when the claim of the con-
tractor before the arbitrator was for compensation for
the loss sustained by him in executing the earthwork
covered in his original tender at his tendered rate, putting
counter-claim before the arbitrator for failure on the part
of the contractor to take up additional work at his old
tendered rates, especially when their tender rate had
already been enhanced by the Government from the
working season of 1969-70, after due consideration of the
pros and cons, did not carry conviction.”

1.57. The Committee are perplexed by Govermment’s cladming
to take “a firm stand” before the arbitrator and yet displaying a
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kind of listlessness and inefficiency which must, in the country’s
interest, be shed. It cannot be that Government do not know that
while denying a party’s claim to compensation altogether, it is
entirely open in law (and often practically useful) to add to the
denial an alternative pleading, made without prejudice, regarding
the patently unreasonable quantum of the compensation demanded.
The Committee caunot also understand why positive oral evidence,
which was very much there, had not been leq by Government when
it was likely to fortify Government’s case, The plea that the
claimant, on his part, had no oral evidence to offer cannot justify
Government’s remissness in this regard. It is strange also to see
Government going out of the way to aver that the provision of
many valued facilities to the contractors (who are found to be
recalcitrant) did not amount to “concessions” since they were
covered by departmental rules. Where the contractors are given
all reasonable assistance to get on with their work, Government
should make sure that the generosity is properly wmeciprocated,
which clearly has not happened in this case. The Committee
cannot appreciate Government’s lukewarm attitude towards its own
rights and the clearly defeatist approach shown in this and other
episodes examined by them.

1.58. The Committee had also commented adversely on the con-
duct of the case relating to arbitration by the Project authorities in
the Court of Law, in the following terms:

“In spite of the position ag stated above, Government decided
not to pursue the objection petition against the award of
the arbitrator filed by them in the court of the 'Subordi-
nate Judge, Murshidabad, but preferred to pay off the aw-
arded amount to the claimant. The Committee are of the
view that the conduct of the case was entirely mismanaged,
Government should review the whole matter and fix res-
ponsibility for lapses made in course of the reference of
the so-called dispute to arbitration and the presentation of
Government’s case before the arbitrator, with a view to
suitable action against those found guilty of dereliction of
duty at various levels. Reference to arbitration without
careful examination of the implications and indifferent or-
ganisation of Government’s defence in case involving the
financial interests and also the reputation of.the Stale
must not be allowed to recur. Since, on the evidence
before the Committee, the services of the law officers of
Government do not appear to have been available effici-
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enctly and expeditiously in this unfortunate case, the
Committee wish Government to look into this aspect of
the matter and take all appropriate action.”

[S. No. 34, Appendix VII, Para 6.25 of 196th Report of the PAC—
5th Lok Sabha).

1.59. In their reply, dated the 29th July, 1976, the Ministry  of
Agriculture & Irrigation have stated:—

“For the defence of the Government case Shri A. B. Ghoshal
Superintending Engineer, Canal Circle, Farakka Barrage
Project and the Executive Engineer, Feeder Canal Divi-
sion, Farakka Barrage Project, the officers who were con-
nected with the work of execution of the Feeder (anal
and who had thorough knowledge of the case were entrus-
ted with the defence of the case on behalf of the Govern-
ment before the sole arbitrator. The services of Shri L. N.
Mukherjee, Advocate and Government Pleader, whose
name was sponsored by Government Pleader, Berhamvore,
through the District Magistrate, Murshidabad, was engag-
ed by the Project in October, 1968, to help the project au-
thorities in presenting the case. A study of the case has
been done and it is considered that the officer concerned,
while presenting the case for the Project, took all precau-
tions to safeguard the interest of the Government in pre-
senting the case in the best possible manner. Senior Offi-
cers and legal adviser were present on all the important
hearings and the case was prepared under their direct
supervision. However, as this was the first major case of
arbitration in the Project after the award was received, the
whole matter was reviewed and the instructions to safe-
guard Government’s interest have been issued as indicfated
in reply to para 6,22. These instructions are being review-
ed from time to time.

Apart from the instructions contained in the erstwhile Ministry
of Irrigation & Power’s O.M. 7(20)|73-IF, dated 14-8-7'3
regarding the appointment of arbitrators in cases of arbi-
tration, the arbitration clause in the contract ?greement
has since been modified to provide for a speaking award
in cases where the amount of claims exceeded Rs. 50,000
The other amendment provides for the award fxot to carry
any interest. Since then, contracts entered into bv the
Project are based on the amended form contract agree-
ment.
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‘On the basis of the documents available and other relevant
facts of the case, it is observed that the concerned officers
had taken all reasonable care to safeguard the interests
of the Government and conduct the cases to the best of
their abilities. ~ No malafide intention on the part of any
Government official has come to the notice while going
through the records. No doubt, this was the first major
case for arbitration and the project officers were handling
it for the first time. The entire team of officers was geared
to the work of completing the Farakka Barrage and the
feeder canal according to the targets. In spite of this the
senior officers were present in all the hearings to suver-
vise the presentation of the case in the best possible wav.
The execution of the Farakka Barrage and the Feeder
Canal, as the Committee are aware is a great engineering
feat, All the offices, workerg and technicians have gain-
ed most valuable experience which will, no doubt, nrove
to be-extremely useful, in future, while implementing
such large projects. It is, therefore, urged that the Cum-
mittee may take a broader view of the matter. It is ditfi-
cult to fix the responsibility on the basis of available re-
cords. Turther, the Government has since taken all nos-
sible measures, on the basis of experience of Farakka, snd
reviewed the entire matter relating to arbitration awards
as explained above. Taking into consideration these facts
and also the effect of such an enquiry on the future wro-
grammes for implementation of such unique project. it
may not be desirable to conduct enquiry into the matter.”

1.60. The Committee have been more than ready and willing to
take, as Government urge, “a broader view of the matter”, particu-
larly on account of the unique character of the Farakka construction.
Besides, the Committee have not, in the absence of adequate and
positive evidence, even hinted at ‘malafide’ being involved. The
Committee are convinced, however, that the conduct of legal proceed-
ings on the part of Government had been neither efficient nor exped!-
tious. Even if it is thought better to draw a veil over what happen-
ed in “the first major case for arbitration” handled by inexperienced
Project officials, the lessons, as indicated by the Committee, shoud ke
carefully and unhesitatingly drawn.

1.61. The Committee had also called for a reply from the Minis_try
of Law, Justice and Company Affairs (Department of Legal Affairs)
on their observations relating to the legal advice that was tendered
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to the Project authorities on the Arbitration case, The observations:
of the Committee, made in paragraphs 6.24 and 6.25 of their 196th

Report (5th Lok Sabba), and the reply furnished by the Department
of Legal Affairs, are reproduced below:

Recommendation of the Committee

6.24. As far as award of the arbitrator is concerned, the Com-
mittee would draw attention to the opinion expressed by
the Joint Secretary and Legal Advisor in the Calcutta
Branch Secretariat of the Ministry of Law, namely that
“the arbitrator ought not to have relied solely on the
statements furnished by the contractor in support of these
claims in the absence of any oral evidence affirming the
correctness of the contents of such statements. The same
official hag also referred to the judgement reported in
ALR. 1955, Supreme Court, Page 468 and stated th:t the
present award seems to be a flagrant case where the ar-
bitrator has misapplied the law to give a perverse award.

6.25. In spite of the position as stated above, government
decided not to pursue the objection petition against the
award of the arbitrator filed by them in the Court of the
Subordinate Judge, Murshidabad, but preferred to pay oif
the awarded amount to the claimant. The Committce are
of the view that the conduct of the case was entirely mis-
managed. Government should review the whole matter
and fix responsibilitvy for lapses made in course of the
reference of the so-called dispute to arbitration and the
presentation of Government’s case before the arbitrator,
with a view to suitable action against those found guilty
of dereliction of duty at various levels. Reference to arbi-
tration without careful examination of the implications
and indifferent organisation of Government’s defence in
cases involving the financial interests and also the reputa-
tion of the State must not be allowed to recur. Since, on
the evidence before the Committee, the services of the law
officers of Government do not appear to have been avail-
able efficiently and expeditiously in this unfortunate cae,
the Committee wish Government to look into this aspect
of the matter and take all appropriate action.

[S. No. 34—Paras 6.24 and 6.25 of Appedix VII to the 196th Repo.rt
5th Lok Sabh:].
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Action Taken reply of Ministry of Law, Justice & Company Affairs.

After bestowing careful and earnest consideration on the entire
matter, it is considered that the advice tendered by this Ministry in
this matter on different occasiong was in accordance with law and
in the best interest of Government. The arbitration clause viz.,
clause 25 of the agreement is of a very wide amplitude and would
certainly take in the dispute agitated by the contractor. Had the
contractor’s request for referring the matter to arbitration not been
granted, it would have involved the Union of India in avoidable
litigation and the court might have appointed an Arbitrator other
than a Government gervant. The advice of the Law Secretary ad-
vising the Government to accept the award is in consonance with
the well established legal position fortified by a catena of Supreme
‘Court authorities. Mention may be made of the following authorities
in this behalf:—

1. Union of India v. Bungo Steel Furniture (P) Ltd. AIR 1967
Supreme Court 1032—(1967) 1 S.C.R. 324.

2. MJs, Allen Berry & Co. (Private) Ltd. ». Union of India
AIR 1971 Supreme Court 696,

3. Upper Ganges Valley Electricity Supply Co. Ltd. v. The
U.P. Electricity Board AIR 1973 Supreme Court 683.

It was a case of an unreasoned award in which there was no
material to establish the misconduct, legal or otherwise, on the var
of the Arbitrator. Nor could the award be successfully assailed on
the ground of an error of law apparent on the face of it. In this
connection it would be apt to joint out that it has been consistently
laid down by the Supreme Court in numerous cases in cluding the
«cases referred to hereinabove that when the award is good on the
face of it, it will not be set aside even when arbitrator commits
mistake either in law or in fact in determining the matters referred
to him and that if any such mistake does not appear on the face of
‘the award or in a document appended to or incorporated in it so as
to form part of the award, the award will neither be remitted nor
set aside not withstanding the mistake.

The inescapable conclusion would, therefore, be that the advice
tendered by the Law Secretary was not only legally unexceptionable
tut the same was also in the best interest of the Government. The
course other than the one indicated by the Law Secretary would have
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dmposed further financial burden on the Government which can by
7o means be regarded as insubstantial.

It may incidently be mentiond that the Branch Secretariat,
Calcutta, had also clearly indicated that there is a femote possibiiity
that the court may interfere and set aside the award. While ex-
pressing this view, it had also been pointed out that the award could
not have been given by the Arb&rator unless he misapplied law
and that this fact is not apparent on the face of the award.

The incontrovertible factual position obtaining in this case is
that this Ministry had neither been consulted in the matter «cf
engagement of the counsel nor had ever been associated directly or
indirectly with the defence/handling of the matter before the
Arbitrator. In view thereof, the irresistible conclusion is that no
responsibility whatever can conceivably be attributed to the Minis-
try of Law and Justice in this behalf,

Notwithstanding the position indicated hereinabove, suitable ins-
tructions have been issued to the administrative Ministries/Depart-
ments in view of the observations made by the P.A.C. Copy of
these instructions is also being furnished to the Lok Sabha Sec-
retariate.

[Legislative Deptt. O.M. No. G-25015(1)/76-B & A, dated
11-8-76]

1.62. The Committee note that the Ministry of Law, though
cansulted at a late stage, categorically disown all responsibility for
the defence/handling of the instant case since it claims to be never
“associated directly or indirectly” with it. Perhaps g closer asso-
ciation of the Law Ministry at earlier stages of this unfortunate
transaction which has cost the country’s treasury very heavily
would have helped matters. Following upon the somewhat inept
conduct, earlier moted, during the arbitration proceedings, Govern-
ment’s acceptance of an unreasoned and patently perverse award
leaves a bad taste in the mouth. In spite of the Law Secretary’s
opinion that the award could not be revoked in spite of errors in
law and in fact, there appears also to be a view that as a matter of
“remote possibility”, the Court could interfere and set aside the
award. The Commitiee cannot appreciate Government’s fear of
what it calls “avoidable litigation” in a matter where an obviously
egregious award had gone heavily, in financial and other terms,
afainst the State. If, indeed, the law regarding arbitration is so
open to abuse, as the Committee have had painfully to mote in
some other cases also, Government should forthwith examine the
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issue and find a principled remedy to problems that bave arisen
frequently. The Committee, however, feel that in the facts of the
circumstances of this case, the question of challenging the award

under section 3 of the Arbitration Act should have been pursued
further and more diligently.

Low utilisation of Dredgers at Calcutta Port

1.66. On the question of utilisation of Dredgers available with
the Calcutta Port Trust, the Committee had, in para 7.52 of their
196th Report (5th Lok Sabha), observed as follows:—

“In the matter of the operation of Dredgers at Calcutta Port,
the Public Accounts Committee had only last year, in
their 175th Report on Calcutta Port Trust made their
comments on the low utilisation of Dredgers, owned by
the Port. Drawing attention to the reports of two ex-
perts Committees on the subject, the Committee had
pointed out that within the Dock system the hours
worked by Dredgers during 1965-66 totalled only 6,788 as
against the total time of 60,000 hours available for dredg-
ing if the dredgers worked round the clock, and 20,000
hours on eight hour shift basis. Further it was not at
all a happy situation that against a norm of 5,200 hours
of working per annum by a dredger, as suggested by the
Dredger Utilisation Committee (1972-73) the time worked
by the River Dredgers at Calcutta Port ranged between
600 and 2,151 hours in 1973-74, the actual dredging time
being between only 300 and 1,203 hours. Now that as
a result of improvement on account of Farakka Waters
flowing in, ships of bigger draughts are expected to be
handled at Calcutta, with better provision of deep water
near the Dock, the Committee trust that subctantially
better, if not full, utilisntion will be made of the Dredgers
operated by the Calcutta Port. The Committee desire
that all the dredging requirements of not only Calcutta
but also Haldia will be met by the existing fleet of
Dredgers without requiring any addition to their number.
Between Calcutta and Haldia the entire port comvlex.
rejuvenated and renovated bv the Farakka construction.
should plav the dvnamic role expected of it in the context
of our developing economy.”

[SL. No. 38 of Appendix VII, Para 7.52 of 196th Revort of the
P.A.C—Fifth Lok Sabha)
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extension beyond June, 1968 to contractor ‘A’ in respect
of the excavation work in the Reach RD 1068, the said
contractor was granted extension up to June, 1968 by
the Control Board, and the only reasons left on record
are “difficulties explained by the firm as reported in the
agenda papers.” The papers relating to the relevant
meeting of the Control Board reveal that the Chief Engi-
neer of the Project had specifically mentioned that “an
extension from March to June, 1968, had already been
granted to the firm in consideration of their difficulties
in arranging the machinery,” and “hence no further ex-
tension can be given.” The Chief Engineer had also
recorded that procurement and selection of the machinery
was entirely the concern of the contractor, adding that
notwithstanding this position the contractor had been
given equipment worth about Rs. 37.5 lakhs in the interests
of the work. The Chief Engineer had also referred to
two generating sets having been made available on hire
to the contractor. In the absence of any recorded rea-
sons, it has not been possible for the Committee to exa-
mine the justification for the Control Board departing
from the specific recommendation of the Chief Engineer.
The Committee take a serious view of the matter and
recommend that it should be probed into thoroughly, and
responsibility fixed for such apparently anomalous
conduct.”
[S. No. 27, Appendix VII, Para 5.10 of 196th Report of the PAC
(5th Lok Sabha)].

1.44. The Ministry of Agriculture & Irrigation (Department of
[rrigation) in their reply dated the 29th July 1976 stated as follows:

“The contract for the reach at RD 10 to 68 involving 75 crore
cft. of earthwork was allotted to the contractor A in Jan,,
1965. The contractor had to import some equipment
involving fereign exchange while the project was to sup-
ply power along the Feeder Canal between RD 32 to
47.5 during 1965-66 season. There were certain delays
on the part of the contractor in arranging all the impor-
ted equipment and moreover, the imported equipment
which reached the site did not give good performance
during 1965-66 season. The Department too coulc.l not
lay the transmission lines and make power available

2099 LS—3
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during this season. No doubt some generators were
given to the contractor on hire basis but these were not
adequate to cope with the magnitude of the work. In
spite of these difficulties, the contractor was able to
excavate 14.69 crore cft. during 1965-66 season.

In April 1966 the contractor applied for extension for one
year i.e. up to June, 1969. The extension of three months
beyond March, 1968 up to June 1968, referred to in this
para had been agreed to by the Chief Engineer in January
1965 within one month of the issue of the letter of Intent
(which stipulated 31-3-68 as the date of completion) on
account of the delay in the issue of the work order after
finalisation of the contract conditions by the Negotiation
Committee. This was approved by the Control Board in
May, 1965.

As regards the departmental equipment loaned out to the
contractor in 1965, this comprised 4 Nos. Russian Drag-
lines of 3|4Cyd. capacity and 8 Nos. dozers and pushers
and 1 No. grader but no Scrapers or Dumpers. Conse-
quently this assorted equipment did not form a composite
earthmoving unit but augmented the contractor’s working
units which, in that year, comprised 30 Nos. Tractor drawn
Scrapers, 20 Nos. motorised scrapers and 25 Nos. dozers
of various sizes. The contractor’s programme for 1365-66,
1966-67 and 1967-68 working seasons was 21 crore cft.. 25
crore cft. and 30 crore cft. respectively. Due to the various
difficulties mentioned above, he could achieve only 14.69
crore cft. in the first season.

As explained in reply to point 15(a) and 15(b), arising out
of oral evidence, Chief Engineer was fully competent to
grant or refuse extension but he forwarded the case for
the consideration of the Control Board without giving any
positive recommendation of his own.*

Obviously the Contractor ‘A’ could not proceed with the work
at the desired speed on account of the reasons explained
above and his request for extension for one year was,
therefore, fully justified. Hence his request was acceded
to by the Control Board in November, 1966.

*Not vetted by Audit,
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It would not, therefore, appear necessary to investigate this
case, decision on which was taken after full consideration
of the relevant issues, by the Farakka Control Board which
is the highest level body for guiding the construction
activities.”

1.45. The Committee note that their suggestion for further in-
wvestigation of the case relating to grant of further extension to
contractor ‘A’ beyond 30th June 1968 in respect of the excavation
work in the reach RD 19-68, has not found favour with Govern-
ment. The reasons advanced are that the first extension from
March, 1968 to June, 1968 was granted on account of delay in the
issue of the work order after finalisation of the contract conditions
by the Negotiation Committec, that the contractor was finding
difficulties in spite of some departmental equipment having been
lent to him, and that the Chief Engineer who was fully competent
te grant or refuse the extension had forwarded the case for the
consideration of the Control Board without giving any positive re-
commendation of his own. The Committee are not convinced by
this argument. As stated in their original recommendation, the
papers relating to the relevant meeting of the Control Board
(where extension was granted beyond June, 1968) revealated that
the Chief Engineer had specifically mentioned that “an extension
from March to June, 1968 had already been granted to the firm in
consideration of their difficulties in arranging the machinery” and
“hence no further extension can be given”, The Chief Engincer
l:-ad also recorded that procurement and selection of machinery
was entirely the concerm of the contractor. The Committee are
surprised that in spite of the clear and categoric remarks a7 the
Chief Engineer in the agenda papers relating to the relevant meet-
ing of the Control Board, the only reasons left on record for grant-
ing further extension were “difficulties explained by the firm as
reported in the agenda papers”. Surprisingly, even the question of
the imposition of some penalty on the contractor was not at all
discussed. The Committee cannot therefore help the view that
undue favour had heen shown to contractor ‘A’ and that this is a
fit case requiring further probe for fixation of responsihility for
what appears to be anomalous conduct. They reiterate their
eriginal recommendation and expect intimation in due course
about the enquiries made in the matter and the results thereof.

Payment of higher rates outside the contracts

1146. In paragraph 529 of their 196th Report (5th Lok Sabha)
*he Committee had observed:

“The Committee find that as against the contracted rates of
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Rs. 11.30, Rs. 12,50 and Rs. 12.43 per 100 cft. for excavatiom
work-in the Reaches RD 10-68, RD 68-97 and RD 87-103
respectively, contractor ‘A’ and ‘B’ were paid, ‘ex-gratia’,
higher rates of Rs. 16.5 per 100 cft. for work done during
1969-70 and Rs. 20.65 per 100 cft. for work done during
1970-71 and thereafter, Such higher rates were paid in
spite of the fact that they were clearly outside the terms
of the relevant contracts.”

[S. No. 29, Appendix-VII, Para 5.29 of 196th Report of the P.A.C.
(5th Lok Sabha)}

1.47. In their Action Taken reply, dated the 24th January, 1977
the Ministry have justified the payment of higher rates in the follow-
ing terms:

“As has been explained in para 4.26 the question of consider-
ing payment of ex-gratia rates to Contractors A&B arose:
only when these contractors were not prepared to continue
with their contracts on account of the deteriorating law
and order situation and labour unrest in the Project area
due to which they were unable to get the desired output
from the machines, In case these contracts were rescind-
ed on account of the failure of the contractors to continue
with the jobs, the tendered rates, if tenders were invited
afresh, were bound to be high from the firms who were
considered technically and financially capable of execut-
ing the work in time. Moreover, the contractors A & B
might have in that case, gone to the court for seeking
redress which, would have further delayed the execution
of the works. Consequently the Control Board decided
in the larger interests of the Project to get the contractors
representation of higher operational cost and request for
relief, examined in depth by an Inter-Departmental Com-
mittee. This Committee recommended higher rates after
it had carried out a thorough study of the matter and was
fully convinced about its justification.”

1.48. The Committee wish to refer back to their earlier observa-
tions on analogous cases and to reiterate their unhappiness at Gov-
ernment finding itself virtually in a position where there was no
alternative, in Government’s view, to yielding to the ‘contractors”
escalating demands. This is a situation which, being likely to recur
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at other big comstruction sites, should be carefully analysed and
all precantionary measures adopted.

Issue of machinery & Stores to contractors outside their contracts

1.49. In paragraph 533 of their 196th Report (5th Lok Sabha),
the Committee had observed: —

“Since, as pointed out by the Chief Engineer of the Project
himself, the procurement and selection of machinery ete.
was entirely the concern of the contractors themselves,
it is evident that the issue to the contractors of materials
and stores from the Stores of the Department was in itself
a big concession to the contractors. Even so, this concession
to the contractors was not taken into account by the Inter-
Departmental Committee while examining their claims
for rates higher than the contracted rates outside the
terms of their contracts. The Committee are of the view
that the Inter-Departmental Committee have, by a series
of decisions, invited, on themselves, a suspicion of derelic-
tion of duty which should be cleared by Government with
a view to suitable action it called for, in the matter.”

TS. No. 30, Appendix-VII Para 5.33 of 196th Report of the P.A.C.—
(5th Lok Sabha)]

1.50. In their Action Taken reply, dated 29-7-76, the Ministry of
Agriculture & Irrigation have stated:

“The statement of the Chief Engineer of the Project in regard
to the procurement of machinery etc. was in the context
of giving extension to the contractor ‘A’ beyond 30-6-68
and is not related to the issue of malterials and stores
which was considered necessary in the interest of Depart-
ment and cannot, therefore, be taken as a concession to the
Contractor., Moreover, Government’s interest was fully
safeguarded in fixing the issue rates.

Government consider that the recommendations of the Inter-
Departmental Committee which comprised senior engi-
neers and officers were based on all the relevant consi-
derations keeping in view the larger interests of the Pro-
ject. These recommendations were duly considered by
‘the Government before acceptance.”



32

151. The Committee regret that they would require further te.
be satisfied that the issue of materials and stores to the contractors
from the Department’s own stores did not amount tv a concessiom
which was not to be expected in the usual course by the coantractors.
in view of the indulgence with which the contractor’s inflated
claims appear often to have been granted, the Committee would
like to know the position in clearer detail before they can appreciate
Government's viewpoint.

1.52. In connection with the payment pertaining to the period
1969-70 to Contractor ‘A’ without obtaining a written confirmation
from the Contractor that he had no claims in respect of the period
January 1966 to September 1969, the Committee in paragraph 6.21
of their 196th Report of the Public Accounts Committee (5th Lok
Sabha) had observed as follows: —

“The Committee disapprove of the leisurely and lukewarm
manner in which the whole case of arbitration of the so-
called dispute between the contractor ‘A’ and the Project
authorities was handled by Government. In March, 1971,
when the contractor conveyed his acceptance of enhance-
ment of rates (as decided by the Special Committee), for
earthwork done during 1969-70 and thereafter, and his
letter was conspicuously silent about his reaction to the
rejection by the said Committee of his claim for the period
January, 1966 to September 1969, the situation required-
that before making any payment Government should
have secured from him clear written confirmation of the
position in respect of the period January, 1966 to Septem-
ber, 1969.”

[S. No. 31, Appendix-VII, Paro 6.21 of 196th Report of the P.A.C.—
(5th Lok Sabha)]

1.53. In their reply dated the 29th July, 1976, the Ministry of
Agriculture & Irrigation (Department of Irrigation) stated as
follows:

“In the erstwhile Ministry of Irrigation and Power letter No.
1128170!-FBP dated the 11th March, 1971, while conveving
sanction to the ex-gratia pavment to Contractors ‘A’ and
‘B’ in respect of actual earthwork done by each during
1969-70 season, 1970-71 season and further, it was provided
that ‘the contractors agree in writing that these payments
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will be in full and final settlement in respect of these
items arising out of the respective contracts’. It was also
mentioned in this very letter that the claims of the con-
tractors for the period prior to September, 1969, were
rejected.

The firm gave an undertaking that they were accepting in full
and final settlement payments in respect of claims for the
enhancement of rates for the earthwork done from 1969-70
season onwards.

In this respect it may be stated that subsequently in a similar
case when an unambiguous undertaking had been obtain-
ed, it was held that such disputes had arisen out of or in
relation to the contract and are referable to the arbitra-
tion under clause 25 of the Contract Agreement which is
wide enough.” . |

1.54. The Committee are surprised to note that the above-quoted
reply of the Ministry is completely silent as to the reasons for not
having obtain~d a written undertaking from contractor ‘A’ that the
rejection by the special Committee of his claim for the period
January, 1966 to September, 1969 was acceptable to him. The
Ministry appear to have taken shelter behind the position that in
a similar case when an unambiguous undertaking had been obtained'
it was held that such disputes were referable to arbitration under
Clause 25 of the Contract Agreement. In the absence of full details
of the case and of its being comparable with the instant issue, the
Committee would not like to make any positive observations, but
they can hardly comceive that the contractor, even in arbitration
could succeed in getting any additional payments for the period
from January 1966 to September 1969, if he had given a written
undertaking that the rejection of his claim by the Special Com-
mittee for the said period was acceptable to him. There is need,
therefore, for a further probe with a view to fixation of responsi-
bility for the lapses, if any, involved in the matter and early inti-
mation of the results to the Committee,

Conduct of Project case before the Arbitrator

155. In paragraph 6.23 of their 196th Report (5th Lok Sabha),
the Committee had observed:—

“In so far as the pleadings before the arbitrator are concern-
ed, it is surprising that the reasonableness or otherwise
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of the quantum of compensation demanded by the con-
tractor was not posed into by the government side at all.
No oral evidence was led before the arbitrator, and no
reasons seem to have been recorded in justification of
such an omission. Also, no counter-claims were made
by Government on account of the concessions extended
to the contractor in spite of his failure to adhere to the
time schedule. There were other facilities, like use of
government machinery eto. given to the contractor
which too should have been put forward before the
Arbitrator, in order to have the amount of award suit-
ably reduced if not completely negated. The loss suffer-
ed by government on account of the contractor arbitrari-
ly stopping work and causing delay and cost escalation
was another point that should have been pressed strongly
before the arbitrator by way of tounter-claim, but it
was not done. The contractual obligation of the contrac-
tor to take up additional excavation work at old rates,
which the contractor failed to fulfill and Government did
not enforce, gave another, valuable advantage to the
contractor, No counter-claim on this account also was
made before the Arbitrator. The Committee feel strong-
ly that Government’s defence was not resolutely, or even
properly conducted.

1S. No, 33, Appendix-VII, Para 6.23 of 196th Report of the P.A.C.—
(5th Lok Sabha)]

1.56. In their reply dated 29-7-76 to the above quoted observa-
tions of the Committee, the Ministry of Agriculture & Irrigation
have stated as follows: .

“The department took a firm stand before the arbitrator that
the contractor was not entitled to any relief or compen-
sation in respect of the work done by him between
January, 1966 to September, 1969 and that contractor’s
claim was not tenable as per terms and conditions of the
contract. The department did not enter into any argu-
ment about the reasonableness or otherwise of the quan-
tum of compensation demanded by the contractor as by
doing that an impression would have been created that
the department was only disputing the reasonableness qf
the quantum of compensation while accepting, in princi-
ple, the justification thereof.
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It was considered advisable by our counse] that in the absence
of any oral evidence on the part of the claimants, there

was no necessity on the part of the defendants to refute
the claim by oral evidence. It may be mentioned that
in any arbitration case, it is for the claimants to sub-
stantiate their claim either by oral or documentary evi-
dence. But as the claimants in this case chose not to lead
any oral evidence (they perhaps thought that the docu-
ments submitted by them will speak for themselves),
the defendants also thought it proper not to adduce any
oral evidence. As such, the whole matter was allowed
to proceed on the basis of statement and counter-state-

ment to be backed by the documentary evidence of both
sides.

The time extensions were granted to the contractor in con-
sideration of the hindrances and the difficulties faced by
him at site and which were considered to be beyond his
reasonable control. The facilities extended to the con-
tractor such as payment, issue of P.O.L,, spares and hir-
ing out of departmental machinery were prompted by
the anxiety to complete the work as quickly as possible.
Besides, since these facilities were not provided gratis
and were charged to the contractor according to the rules

of the Department they cannot in true sense be termed
as concessions.

The work was kept suspended by the contractor in the begin-
ning of 1970-71 working season only whereas the dispute
in question was for the period prior to September, 1969.
As such, projection of these factors before the arbitrator
was not relevant. Further when the claim of the con-
tractor before the arbitrator was for compensation for
the loss sustained by him in executing the earthwork
covered in his original tender at his tendered rate, putting
counter-claim before the arbitrator for failure on the part
of the contractor to take up additional work at his old
tendered rates, especially when their tender rate had
already been enhanced by the Government from the
working season of 1969-70, after due consideration of the
pros and cons, did not carry conviction.”

1.57. The Committee are perplexed by Government’s claiming
to take “a firm stand” before the arbitrator and yet displaying a
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kind of listlessness and inefficiency which must, in the country’s.
interest, be shed. It cannot be that Government do not know that
while denying a party’s claim to compensation altogether, it is
entirely open in law (and often practically useful) to add to the:
denial an alternative pleading, made without prejudice, regarding
the patently unreasonable quantum of the compensation demanded.
The Committee cannot also understand why positive oral evidence,
which was very much there, had not been led by Government when
it was likely to fortify Government’s case, The plea that the.
claimant, on his part, had no oral evidence to offer cannot justify
Government’s remissness in this regard. It is strange also to see
Government going out of the way to aver that the provision of
many, valued facilities to the contractors (who are found to be
recalcitrant) did not amount to “concessions” since they were
covered by departmental rules. Where the contractors are given
all reasonable assistance to get on with their work, Government
should make sure that the generosity is properly w®eciprocated,
which clearly has mot happened in this case. The Committee
cannot appreciate Government’s lukewarm attitude towards its own
rights and the clearly defeatist approach shown in this and other
episodes examined by them.

1.58. The Committee had also commented adversely on the con-
duct of the case relating to arbitration by the Project authorities in
the Court of Law, in the following terms:

“In spite of the position ag stated above, Government decided
not to pursue the objection petition against the award of
the arbitrator filed by them in the court of the 'Subordi-
nate Judge, Murshidabad, but preferred to pay off the aw-
arded amount to the claimant. The Committee are of the
view that the conduct of the case was entirely mismanaged,
Government should review the whole matter and fix res-
ponsibility for lapses made in course of the reference of
the so-called dispute to arbitration and the presentation of
Government’s case before the arbitrator, with a view to
suitable action against those found guilty of dereliction of
duty at various levels. Reference to arbitration without
careful examination of the implications and indifferent or-
ganisation of Government’s defence in case involving the
financial interests and also the reputation of the State
must not be allowed to recur. Since, on the evidence
before the Committee, the services of the law officers of
Government do not appear to have been available effici-
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enctly and expeditiously in this unfortunate case, the
Committee wish Government to look into this aspect of
the matter and take all appropriate action.”

[S. No. 34, Appendix VII, Para 6.25 of 196th Report of the PAC—
5th Lok Sabha).

1.59. In their reply, dated the 29th July, 1976, the Ministry of
Agriculture & Irrigation have stated:—

“For the defence of the Government case Shri A. B. Ghoshal
Superintending Engineer, Canal Circle, Farakka Barrage
Project and the Executive Engineer, Feeder Canal Divi-
sion, Farakka Barrage Project, the officers who were con-
nected with the work of execution of the Feeder (“anal
and who had thorough knowledge of the case were entrus-
ted with the defence of the case on behalf of the Govern-
ment before the sole arbitrator, The services of Shri I, N.
Mukherjee, Advocate and Government Pleader, whose
name was sponsored by Government Pleader, Berhamvore,
through the District Magistrate, Murshidabad, was engag-
ed by the Project in October, 1968, to help the project au-
thorities in presenting the case, A study of the case has
been done and it is considered that the officer concerned,
while presenting the case for the Project, took all precau-
tions to safeguard the interest of the Government in pre-
senting the case in the best possible manner. Senior Offi-
cers and legal adviser were present on all the important
hearings and the case was prepared under their direct
supervision. However, as this was the first major case of
arbitration in the Project after the award was received, the
whole matter was reviewed and the instructions to safe-
guard Government's interest have been issued as indicated
in reply to para 6,22. These instructions are being review-
ed from time to time,

Apart from the instructions contained in the erstwhile Ministry
of Irrigation & Power’s O.M. 7(20)|73-IF, dated 14-8-73
regarding the appointment of arbitrators in cases of arbi-
tration, the arbitration clause in the contract agreement
has since been modified to provide for a speaking award
in cases where the amount of claims exceeded Rs. 50,000|-
The other amendment provides for the award not to carry
any interest. Since then, contracts entered into by the
Project are based on the amended form contract agree-
ment,
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On the basis of the documents available and other relevant
facts of the case, it is observed that the concerned officers
had taken all reasonable care to safeguard the interests
of the Government and conduct the cases to the best of
their abilities. = No malafide intention on the part of any
Government official has come to the notice while going
through the records, No doubt, this was the first major
case for arbitration and the project officers were handling
it for the first time. The entire team of officers was geared
to the work of completing the Farakka Barrage and the
feeder canal according to the targets. In spite of this. the
senior officers were present in all the hearings to super-
vise the presentation of the case in the best possible way.
The execution of the Farakka Barrage and the Feeder
Canal, as the Committee are aware is a great engineering
feat, All the offices, workers and technicians have gain-
ed most valuable experience which will, no doubt, vrove
to be-extremely useful, in future, while implementing
such large projects. It is, therefore, urged that the Com-
mittee may take a broader view of the matter. It is diffi-
cult to fix the responsibility on the basis of available re-
cords. Further, the Government has since taken all pos-
sible measures, on the basis of experience of Farakka, and
reviewed the entire matter relating to arbitration awards
as explained above. Taking into consideration these facis
and also the effect of such an enquiry on the future pro-
grammes for implementation of such unique project, it
may not be desirable to conduct enquiry into the matter.”

1.60. The Committee have been more than ready and willing to
take, as Government urge, “a broader view of the matter”, particu-
larly on account of the unique character of the Farakka constructjon.
‘Besides, the Committee have not, in the absence of adequate and
positive evidence, even hinted at ‘malafide’ being involved. The
Committee are convinced, however, that the conduct of legal proceed-
ings on the part of Government had been neither efficient nor exped!-
tious. Even if it is thought better to draw a veil over what happe-
ed in “the first major case for arbitration” handled by inexperienced
Project officials, the lessons, as indicated hy the Committee, shoud te
carefully and unhesitatingly drawn.

1.61. The Committee had also called for a reply from the Minis:tr:y
of Law, Justice and Company Affairs (Department of Legal Affairs)
.on their observations relating to the legal advice that was tendered
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to the Project authorities on the Arbitration case, The observations
of the Committee, made in paragraphs 6.24 and 6.25 of their 196th
Report (5th Lok Sabha), and the reply furnished by the Department.
of Legal Affairs, are reproduced below:

Recommendation of the Committee

6.24. As far as award of the arbitrator is concerned, the Com-
mittee would draw attention to the opinion expressed by
the Joint Secretary and Legal Advisor in the Calcutta
Branch Secretariat of the Ministry of Law, namely that
“the arbitrator ought not to have relied solely on the
statements furnished by the contractor in support of these
claims in the absence of any oral evidence affirming the
correctness of the contents of such statements. The same
official hag also referred to the judgement reported in
A.LR. 1955, Supreme Court, Page 468 and stated that the
present award seems to be a flagrant case where the ar-
bitrator has misapplied the law to give a perverse award.

6.25. In spite of the position as stated above, government
decided not to pursue the objection petition against the
award of the arbitrator filed by them in the Court of the
Subordinate Judge, Murshidabad, but preferred to pay o
the awarded amount to the claimant. The Committce are:
of the view that the conduct of the case was entirely mis-
managed. Government should review the whole matter
and fix responsibility for lapses made in course of the
reference of the so-called dispute to arbitration and the
presentation of Government's case before the arbitrator,
with a view to suitable action against those found guilty
of dereliction of duty at various levels. Reference to arbi-
tration without careful examination of the implicatinns
and indifferent organisation of Government’s defence in
cases involving the financial interests and also the reputa-
tion of the State must not be allowed to recur. Since, on
the evidence before the Committee, the services of the law
officers of Government do not appear to have been avail-
able efficiently and expeditiously in this unfortunate case,
the Committee wish Government to look into this aspect
of the matter and take all appropriate action,

[S. No. 34—Paras 6.24 and 6.25 of Appedix VII to the 196th RepoTt-
5th Lok Sabhal.
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-Action Taken reply of Ministry of Liaw, Justice & Company Affairs.

After bestowing careful and earnest consideration on the entire
matter, it is considered that the advice tendered by this Ministry in
this matter on different occasions was in accordance with law and
in the best interest of Government. The arbitration clause viz.,
clause 25 of the agreement is of a very wide amplitude and would
certainly take in the dispute agitated by the contractor. Had the
contractor’s request for referring the matter to arbitration not been
granted, it would have involved the Union of India in avoidable
litigation and the court might have appointed an Arbitrator other
than a Government gervant. The advice of the Law Secretary ad-
vising the Government to accept the award is in consonance with
the well established legal position fortified by a catena of Supreme
'Court authorities. Mention may be made of the following authorities
in this behalf:—

1. Union of India v. Bungo Steel Furniture (P) Ltd. AIR 1467
Supreme Court 1032—(1967) 1 S.C.R. 324.

2. M|s. Allen Berry & Co. (Private) Ltd. ». Union of India
AIR 1971 Supreme Court 696,

3. Upper Ganges Valley Electricity Supply Co. Ltd. v. The
U.P. Electricity Board AIR 1973 Supreme Court 683.

It was a case of an unreasoned award in which there was no
-material to establish the misconduct, legal or otherwise, on the nart
of the Arbitrator. Nor could the award he successfully assailed on
the ground of an error of law apparent on the face of it. In this
connection it would be apt to joint out that it has been consistently
laid down by the Supreme Court in numerous cases in cluding the
cases referred to hereinabove that when the award is good on the
face of it, it will not be set aside even when arbitrator commits
mistake either in law or in fact in determining the matters referred
to him and that if any such mistake does not appear on the face of
the award or in a document appended to or incorporated in it so a8
to form part of the award, the award will neither be remitted nor
set aside not withstanding the mistake.

The inescapable conclusion would, therefore, be that the advice
‘tendered by the Law Secretary was not only legally unexceptionable
"but the same was also in the best interest of the Government. The
course other than the one indicated by the Law Secretary would have
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‘imposed further financial burden on the Government which can by
no means be regarded as insubstantial.

It may incidently be mentiond that the Branch Secretariat,
Calcutta, had also clearly indicated that there is a remote possibiiity
that the court may interfere and set aside the award. While ex-
pressing thig view, it had also been pointed out that the award could
not have been given by the Arb¥rator unless he misapplied law
and that this fact is not apparent on the face of the award.

The incontrovertible factual position obtaining in this case is.
that this Ministry had neither been consulted in the matter cf
engagement of the counsel nor had ever been associated directly or
indirectly with the defence/handling of the matter before the
Arbitrator., In view thereof, the irresistible conclusion is that no
responsibility whatever can conceivably be attributed to the Minis-
try of Law and Justice in this behalf.

Notwithstanding the position indicated hereinabove, suitable ins-
tructions have been issued to the administrative Ministries/Depart-
ments in view of the observations made by the P.A.C. Copy of
these instructions is also being furnished to the Lok Sabha Sec-
retariate.

[Legislative Deptt. O.M. No. G-25015(1)/76-3 & A, dated
11-8-76]

L.62. The Committee note that the Ministry of Law, though
consulted at a late stage, categorically disown all responsibility for
the defence/handling of the instant case since it claims to be never
“associated directly or indirectly” with it. Perhaps a closer asso-
ciation of the Law Ministry at earlier stages of thig unfortunate
transaction which has cost the country’s treasury very heavily
would have helped matters. Following upon the somewhat inept
conduct, earlier moted, during the arbitration proceedings, Govern-
ment’s acceptance of an unreasoned and patently perverse award
leaves a bad taste in the mouth. In spite of the Law Secretary’s
opinion that the award could not be revoked in spite of errors in
law and in fact, there appears also to be a view that as a matter of
“remote possibility”, the Court could interfere and set aside the
award. The Cammittee cannot appreciate Government’s fear of
what it calls “avoidable litigation” in a matter where an obviously
egregious award had gone heavily, in financial and other terms.
afainst the State. If, indeed, the law regarding arbitration is so
open to abuse, as the Committee have had painfully to note in
some other cases also, Government should forthwith examine the
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issue and find a principled remedy to problems that have arisen
trequently. The Committee, however, feel that in the facts of the
circumstances of this case, the question of challenging the award
under section 3 of the Arbitration Act should have been pursued
further and more diligently,

Low utilisation of Dredgers at Calcutta Port

1.66. On the question of utilisation of Dredgers available with
the Calcutta Port Trust, the Committee had, in para 7.52 of their
196th Report (5th Lok Sabha), observed as follows:—

“In the matter of the operation of Dredgers at Calcutta Port,
the Public Accounts Committee had only last year, in.
their 175th Report on Calcutta Port Trust made their
comments on the low utilisation of Dredgers, owned by
the Port. Drawing attention to the reports of two ex-
perts Committees on the subject, the Committee Hhad
pointed out that within the Dock system the hours
worked by Dredgers during 1965-66 totalled only 6,788 as
against the total time of 60,000 hours available for dredg-
ing if the dredgers worked round the clock, and 20,000
hours on eight hour shift basis. Further it was not at
all a happy situation that against a norm of 5,200 hours
of working per annum by a dredger, as suggested by the
Dredger Utilisation Committee (1972-73) the time worked
by the River Dredgers at Calcutta Port ranged between
600 and 2,151 hours in 1973-74 the actual dredging time
being between only 300 and 1,203 hours. Now that as
a result of improvement on account of Farakka Waters
flowing in, ships of bigger draughts are expected to be
handled at Caleutta, with better provision of deep water
near the Dock, the Committee trust that substantially
better, if not full, utilisation will be made of the Dredgers
operated by the Calcutta Port. The Committee desire
that all the dredging requirements of not only Calcutta
but also Haldia will be met by the existing fleet of
Dredgers without requiring any addition to their number.
Between Calcutta and Haldia the entire port complex,
rejuvenated and renovated by the Farakka construction.
should play the dynamic role expected of it in the context
of our developing economy.”

[Sl. No. 38 of Appendix VII, Para 7.52 of 196th Report of the
P.A.C—Fifth Lok Sabha)
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1.67. In their reply, dated June, 1976, the Ministry of Shipping
and Transport have stated:

“The recommendations of the Committee have been noted by
the Calcutta Port Trust for appropriate action.

It may. however, be mentioned that while it may be possible
for the C.P.T. to meet the requirements of Dock dredging
without any addition to their existing fleet, the require-
ment of river dredging, both below and above Haldia, will
be dependent upon the development and stabilisation of
shipping channel, completion of all corrective works,
quantum and pattern of headwater flows etc.”

(Transport Wing O.M. No. PGA-7/76 dated June, 1976)

1.68. In view of Haldia being commissioned already in the near
{uture, the Committee would like Government to expedite ascer-
tainment of river dredging requirements and to ensure without
delay better working of the dredger fleet, as recommendeq by the

Committee, in the entire Calcutta-Haldia port complex whose co-
ordinated functioning is essential.

Navigational locks at Farakka

1.69. In paragraph 8.14 of their 196th Report (5th Lok Sabha),
‘the Committee had observed:

“When the Study Group of the Committee visited Farakka
they were given to understand that the navigational locks
at Farakka are yet to be completed, According to the
audit report the major expenditure on account of
navigational facilities (Rs. 13.00 crores out of Rs. 19.06
crores) is yet to be incurred as part of the Farakka project.
From the experience of the construction of the Feeder
canal, the Committee fear that unless the Government
of India and the Project authorities are vigilant, this
work may also get unduly delayed and the benefit to
the natign of heavy investments already made may be
jeopardised. The Committee recommend that a pro-
gramme for the completion of the construction pro-
gramme not only at Farakka but also upstream to Patna

. and Allahabad should be drawn up in consulta‘ion with
all relevant authorities.”

[S. No. 42, Appendix VII, Para 8.14 of 196th Repori of PAC,
(Fifth Lok Sabha)]
2099 1L.S—4.
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1.70. In their Action taken reply, dated 5-8-76, the Ministry of
Shipping & Transport have stated:—

“A Review Committee has been appointed on 26th Septein-
ber, 1975 by the Department of Irrigation to review the
progress of the remaining works of the Farakka Barrage
Project. In its first meeting held on 14th November, 1975
the Review Committee desired that the Inland Water
Transport Directorate should give its immediate and pro-
jected requirements for the remaining navigation works
and also advise on the framing of rules for navigation,
navigational aids, levying of toll tax, etc. To achieve this,
a working group consisting of representatives of Iniand
Water Transport Directorate, Government of West Bengal,
Govt. of Bihar, Calcutta Port Trust, Farakka Bar-
rage Project and Central Water Commission has
been set up on 16th February, 1976. The Groun
had one meeting on 19th and 20th March, 1976 in
which the representative of Government of West Bengal
informed that 3 Law Commission appointed by his Govern.
ment was examining the legal issues concerned with navi-
gation and toll tax. The Working Group has requested the
Calcutta Port Trust on 19th April, 1976 to prepare detailed
requirements of men and materials required to manage
navigation at Farakka and also in the reach between C-l-
cutta and Farakka for operation of locks and maintaining
other arrangements. Another meeting of the Group was
held on 23rd and 24th July, 1976, the minutes of which are
awaited. Next meeting of the Working Group will be
held as soon as reports of the National Council of Applied
Economic Research regarding traffic study of the Calcutta
Port Trust on requirements of navigation and of the Law
Commission appeinted by the Government of West Bengal
are received.”

[Ministry of Shipping and Transport and I.W.T. Directorate, O.M. No.
28-IWT (5) |76-P & W, dated 5-3-76]

171. The Committee regret that avoidable procrastination
appears to be taking place even on fairly simple issues like the
provision of navigational facilities legitimately expected to follow
from the Farakka construction. Government should do well to
prepate a time-bound programme regarding the completion of
navigational locks at Farakka and the commenceinent of traffic up-
stream to Patna and perhaps also Allahabad.
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Development of Farakka as a Tourist resort

1.72. In paragraph 8.24 of their 196th Report (5th Lok Sabha), the
Committee recommended development of Farakka as a Tourist re-
sort, in the following terms:—

“The Committee feel that the magnificence of the Barrage
construction. the fascinating sight of water fowing
through the Feeder Canal, and the enchanting greenery
all around the area, provide the natur:l as well as man-
made background for the development of the area into an
attractive tourist resort which could, in due course, grow
into a sizeable source of earnings even of foreign exchange
through tourists from other countries, The Committee
desire that the schemes already made by the State Govern.
ment in this regard should be exumined and all essentiat
assistance should be given to them by the Central Gov-
ernment also.” :

[S. No. 46 in Appendix VII. para 8.24 of the 196th Report of

PAC (Fifth Lok Sabha)]

1.73. In their reply dated 15-7-76, the Ministry of Tourism &
Civil Aviation have stated:—

“During the Fourth Five Year Plan, the State Government had
requested the Central Government to set up a cawmping
site at Farakka; this was the only scheme in the complex
forwarded to the Central Department for their consider-
ation. Due to the severe constr-int on resoutces, u large
number of schemes of the Central Government of Tourism
including the programme for construction of camping
sites had to be dropped. The Central Department of
Tourism could not therefore undertake the construction of
the camping site at Farakka.

During the Fifth Five Plan priorities have had to be revised.
Due to the low priority of this project, which would be
primarily for the use of domestic tourists, the Central
Department of Tourism is no* able to intlude it in its pro-
gramme.”

[Ministry of Tourism & Civil Aviation OM. No. H. 11013(12)/
75-A—II1 Tourism dated 15-'7-.19'76]

1.74. The Committee wish that with the magnificant constructien
cempleted, advantage is taken by Government to at least begin, in
coordination with the State authorities, planning of a tourist complex
In what might will be called a profitious sight. Intimation of any
progress in this regard will be welcome.



CHAPTER 11

RECOMMENDATIONS/OBSERVATIONS WHICH HAVE BEEN
ACCEPTED BY GOVERNMENT

Recommendation

The Committee are glad that though belated, the Farakka Pro-
ject has now been completed and the Bhagirathi-Hooghly has,
according to reports, started receiving 40,000 cusecs of water, Audit
has commented upon the long and expensive delay in the execution
of the project which, according to experts has already accentuated
the forces adversely affecting the continued navigability of the river.
If for any reason the discharge of an adequate volume of water,
estimated by experts at 40,000 cusecs and repeatedly assured by the
authorities, does not happen, the Committee fear it will be a grievous
blow not only to Calcutta Port but to the entire economy of the
wide, populous and productive region abutting on it,“as also imperil
Haldia’s enormous potentialities. The Committee trust, however,
that all difficulties will be overcome and the hopes, so long generated
by Farakka, will to the extent possible, be fulfilled.”

[S. No. 1 Appendix VII, Para 1.16 of 196th Report of the
PAC (Fifth Lok Sabha)]

Action Taken

Noted. In this connection reply to para 7.50 may also be seen.

[Ministry of Agriculture and Irrigation (Depariment of
Irrigation) O.M. No. 6/2/76-FBP dated 29-7-76]

Recommendation

The Committee also feel that all those engaged at various levels
in a national project should be clear in their minds about the objec-
tive as well as the time frame, The Committee are sanguine that if
persons at all levels rezlised that each year’s delay meant a severe
set back to the navigational conditions for Calcutta Port with its
consequential repercussions practically on the whole of the North-
Eastern region and thaf the excavation of the canal and barrage were
integral parts of the same scheme, there would have been a gregte!‘
response and determination to overcome the difficulties and achieve
the national objective in time,

[S. No. 5 Appendix VII, Para 2.9 of-19th Report of the
* P.A.C. (5th Lok Sabha)].

46
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Action 'taken
Noted.

[Ministry of Agriculture & Irrigation (Deptt, of Irrigation)
OM. No. 6|2|78|-FBP dated 29-7-78.}

Recommendation

As regards the delay of two to five years in the acquisition of
the homestead land in both cases, the Committee feel that the
matter was not handled with tact and firmness. The Committee
feel that once the alignment of the land had been decided, it sheuld
bave been possible to approach the Collectors through the Special
Land Acquisition Officer etc. much ahead of the six months’ period
that was usually followed. In that case, the proceedings could have
been completed in time and possession of the land taken over. The
plea of time required for settling the oustees cannot also be accepted,
as Government with their vast experience in this matter should
have taken adequate measures to settle the oustees well in time
and earn the goodwill of the local population as well as the State
Government.

As regards cases being dragged to the court, the Committee
feel that in a project of profound national urgency, such as
Farakka, Government should have pursued the matter at all levels
with a view to forestalling any delay in the excavation work.

The Committee recommend that Government should analyse in
depth the extent to which this lag in land acquisition has been
responsible for delaying the works and what measures should be
taken to see that it does not recur in the execution of other national
projects, The Committee would stress the need for closer liaison
between the Central authorities and the State Governments at all
levels in order to ensure timely and successful execution of the
Project,

[S. Nos. 7, 8, Appendix-VII, Para 212, 213 & 2.14 of
196th Report of the P.A.C. (5th Lok Sabha)]

Action taken

To expedite acquisition of land in time for smooth and uninter-
rupted execution of the works within the time schedule, a machi-
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nery was set up in close coordination with the State Govern-
ment. A special Land Acquisition Officer was appointed by West
Bengal Government exclusively for land acquisiticn work on this
project and, in addition, the Project obtained on deputation an
officer of the Land & Land Revenue Department of the State Gov-
ernment for effective liaison with the various guthorities, remove
the bottlenecks and accelerate the land acquisition proceedings
to the maximum possible extent. Such problems of land acquisi-
tion as arose from time to time were brought to the notice of the
West Bengal Government, some even at the highest level. It was
the result of these measures that all the ‘B’ schedule (Home-
stead) land was acquired and taken possession of by 1968-69,
Therefore, except for some delay in the earlier period, there was
no delay in acquisition or resettlement of oustees which could have
caused any setback to the construction of Feeder Canal.

As regards the court cases, it ijs submitted that land acquisitiog
proceedings are lengthy and complicated and therefore despite all
the above measures, some parties did take advantage of certain
lacuna in the procedures of acquisition of hcme-stead lands (‘B’
schedule lands) and took the matter to the Law Courts, but all
such cases were settled well in time by 1968-69 and did not cause
any setback to the target date of compleling the Feeder Canal.-

As has been stated above, there was no delay in acquisition of
land for the Feeder Canal works even in spite of some land ‘ac-
quisition cases having been taken to the Law Courts. However, the
observation of the Committee under para 2.14 have been noted.

[Ministry of Agriculture & Irrigation (Department of Irrigation“)
OM. No. 6/2/76-FBP rnted 29-7-76]

Recommendation

/

The Committee would reiterate that the delay of four years
in the execution of the project has brought about serious escala-
tion of the cost. Government and field authorities should have
known that time is money. By execution of the project in1 a
co-ordinated and expeditious manner costs could have been ;(e'p*
down ard would not in any case exceed greatly those indicated in
the original estimates.  Besides, early completion means earher



preductive utilization by the country of the national assets creat-.
ed. The Committee urge that this aspect should be always promi-
nently kept in view in the execution of projects, and particularly -
those of national importance like Farakka Barrage. | i

{S. No. 14, Appendix-VII, Para 2.28 ¢f 196th Report of the P.A.C.
(3th Lok Sabha)].

Action taken

As has been mentioned under para 2.5, there have been many
reasons which contributed to the delay in the completion of the
Feeder Canal a little later than the Barrage. The excavation of
the Feeder Canal, the largest canal of the country, substantial

part of which was below ground water level, posed many problems
and was of a very difficult nature.

However, the observations of the Committee have been noted.,

{Ministry of Agriculture and Irrigation (Department of Irrigation) :
O.M. No. 6/2/76-FBP dated 29-7-76]

Recommendation

Apart from the aspect of deluy, the Committee find ‘hat con-
tractor ‘C’, who was selected by the Tender Committee for comple-
tion of work between RD 103—126 stopped work in June, 1969, with
the result that Government had to entrust this work to another.
Contractor ‘A’, who had to be paid an additional sum of Rs. 2.03
crores, The Committee feel that if the antecedents of Contrac-
tor ‘C’, who did not have adequate experience of such large scale
and intricate work had been properly assessed. Government would
not have found themselves in this predicament. Since this hap-
pened in spite of a high-powered body, being very much in the
picture, the Committee trust that Government will take steps to
ensure that when such bodies are formed they should be in a
position to function in a smooth workmanlike and efficient manner.

[S. No. 23, Appendix-VII, Para-4.10 of 196th Report of the P.A.C.
(5th Lok Sabha)]

Action taken

There is no doubt that contractor ‘C’ who was 'awarded.co"n-
tract for the reach RD 103—126 did not have requisite experience
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of excavation work under such difficult conditions. But it is:
also a fact that the Feeder Canal was not only the largest canal
to be constructed in the country but it involved extremely difi-
cult jobs in its construction, viz., about 50 per cent of the earth work
bhad to be done below the ground water level and there were few
contractors in the country who could tackle such jobs. As this.
Contractor had also been awarded a big contract of Rs. 2.91 crores
at Bokaro Steel Works, it was expected that he had the requisite
financia] resources and would be able to engage competent person-:
nel having experience on such jobs for carrying out the excava-
tion of the Feeder Canal by mechanised equipment, Moreover, he
had asked for certain foreign exchange for import of equipment
as demanded by the other tenderers. Nevertheless keeping in
view hls lack of experience the Tender Committee had wisely re-
commended that only about 1/3rd of the tendered work, iz, in
the reach from RD 108 to RD 126 instead of the whole work in the
reach from RD 638 to RD 126, tendered by him may be given to him.
The work in the reach 68 to 97 comprising about half of the total
work in the reach 68 to 126 was awarded to contractor ‘B’ and the
balance reach RD 97 to 103 was set apart for contractor ‘C’ or ‘B"
depending on their performance. However, the recommendations
of the Commfttee as contained in the last para are noted.

[Ministry of Agriculture and Irrigation (Department of Irrigationy
O.M. No. 6/2|76/FBP, dated 29-7-76]

Recommendation

The Committee would suggest that a procedure should be
evolved in order to ensure that in all cases where the advice of
the competent authority (the Chief Engineer in the present case)
is not accepted by a Committee/Board, detailed reasons for t.he
same should be recorded in the minutes of the relevant meeting
of the Committee/Board.

[S. No. 28, Appendix-VII, Para 5.11 of 196th Report of the
PAC (Fifth Lok Sabha)]

Action taken
Noted.

[Ministry of Agriculture and Irrigation (Department of Irrigation)
OM. No. 6/2/76/FBP, dated 2-7-76]
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Recommendation

“Again, when. it was decied that there was no escape-from refer-
ring the matter to arbitration and it was open to the General Man-
ager to appoint an arbitrator of his choice, the appointment of an
officer of the standing of a Superintending Engineer working on the
Project and therefore by no means a detached personality, to arbi-
trate on & claim of more than Rs. 2 crores, and that too on a case de-
eided by a high level Committee consisting of some officers of the
level of Joint Secretaries, would prima facie appear to be inappro-
priate. This is fully borne out by the fact that Government themselves
became wise after the event, and have, since then, as the Committee
were informed, issued revised instructions, linking the status of
officers to be appointed as Arbitrators with the cases before them.

The Committee hope that subsequent to the issue of instructions
in 1973 there has been no recurrence of such cases in any project.
Nevertheless, Government should review the working of the ins-
tructions in the light of experience since gained and revise instruc-
tiong if necessary, to protect Government’s interest. The Committee
have no doubt that in the present case much harm has been done.

[S. No. 32, Appendix VII Para 6.22 of 196th Report of the P.A.C.
(5th Lok 'Sabha)].

Action taken

As was explained before the Committee the Arbitrator in this
case had been appointed by Generul Manager in accordance with
clause 25 of the Contract Agreement and keeping in view, the
practice followed on the project till then. The Lacunae pointed out
bv the Public Accounts Committee in this case had earller coine
tu our notice after this case and after detailed examination, insfruc-
tions were issued to General Manager, Farakka Barrage Project
and Chief Engineers, Salal Hydro Electric Project, Loktak Hydro
Hlectric Project and Baira Siul Hydro Electric Project in regard
to procedure to be followed in appiontment of arbitrators. These
mstructions have been followed on Farakka Barrage Project since
then,

Subsequently the manner of presentation of Government case
before the arbitrators was further reviewed and detailed guidelines
were issued to General Manager, Farakka Barrage as indicated
below:—

1. To ensure, in consultation with the Financial Adviser and

Chief Accounts Officer and also the Ministry of Law,
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Justice and Company Affairs (Branch Secretariat), Cal-
cutta that in all the arbitration and court cases, the Pre-
ject’s side is presented in the strongest possible manner
and no point of relevance or importance jn favour of the
Project is lost sight of. -

‘2. To carry out very detailed scrutiny of- the cases invb'lving?
a critical appraisal of the opposite party’s weakfiess and’
strength and thoroughly brief the lawyers engaged in°
such cases, ‘

3. To ensure that no technical or legal loopholes occur in
"the Project’s case before the arbitrator or the Court as
the case may be, and that the lawyers engaged should.
as far as possible be first rate.

4 To enstire that all facts relevant to safeguarding the in-
terests of the Government are presented before the Arbi-
trator.

5. To ensure that the status and competence of the legal

- counsel engaged by the Project are such that the case on
behalf of the Project will be presented in the best possible
manner.

6. To ensure that the case of the Project should not go by
default due to non-furnishing of information required bv
the arbitrator or the legal counsel engaged on behalf of
the project,

The General Manager has also been advised that he and the
Superintending Engineers concerned would be held personally res-
ponsible for efficient conduct of the arbitration and other legal cases.

With these modifications and issue of specific instructions for
taking due care in presentation of arbitration cases it is considered
that Government interest would be adequately safeguarded.

[Ministry of Agriculture and Trrigation (Department of Irrigation)
O.M. No. 82/76-FBP dated 29-7-76.]

Recommendation

The Committee recall the Government of India’s repeated and
unequivocal concern for the long deteriorating navigability of the
Bhagirathi-Hooghly and its determination to arrest the deteriora-



»

3

tion and save Calcutta Port from t.he menace of virtual extinction.
This was stated categorically in 1572 when the country was asswred:
from its highest forum that ‘Calcutta Port will not be allowed to:
deteriorate, and all the modern techniques of adequate supply of
‘head-water discharge and optimum dredging of tidal prism, where
necessary, river training measures, etc. will be fully utilised to
ensure the health of the great Port of Calcutta’.

The Committee have already dealt at length with the delay in
the completion of the Farakka Barrage Project, constructed mainly:
for the purpose of improving the port of Calcutta particularly the
long gap of over three years between the completion of the Barrage:
and the completion of the excavation of the feeder canal without
which the water intended to be diverted by the Barrage could not
be carried to the Bhagirathi-Hooghly. This delay which in the
Committee's view was avoidable has accentuated the process of
deterioration. A statement during cvidence by the Chief Hydraulie
Engineer of the Calcutta Port is highly significant: ‘The deteriora-
tion and decay that now occurs for nine months of the year is due
to the sand that comes roughly from a distance of about 40 miles
from Calcutta. This is very near about Diamond Harbour. It is not
a static point. If, for example, Farakka was commissioned some
vears ago, this sand which, at that point of time, was coming from
a distance of about 28 miles, would have stopped’. It is clear to the
Committee that the additional deterioration in the conditions of the
river caused by delay in excavating and operating the Farakka
Feeder canal would have inevitably a deterimental effect on the
length of time which the head water flow from Farakka would now
require to achieve a halt in further deterioration of the sand and
silt conditions in the Hooghly.

[S. No. 35 Appendix. VII, Para 7.48 and 7.49 of 196ty Repcrt of PAC
(5th L.S.]

Action taken

Noted.
[Ministry of Shipping & Transport (Transport Wing) OM.
No. DBY|5/76-PDB dated 7-6-7T7].

Recommendation

In so far as the river training works for improving the health
and the behaviour of the Hooghly are concerned, the Committee
are glad that the Port authorities have already made a beginning
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in that direction. All necessary assistance, by way of funds and
equipment, should be provided to the Port by the Central Govern-
ment so that the effect of the flow of water from Farakka is supple-
mented by other positive steps and the removal of natural obstruc-
lons, which the river training works seek to achieve.

[S. No. 37 Appendix VII, para 7.51 of 196th Report of PAC (5 L.S.)].

Action taken

Calcusta Port Trust are executing various training and correc-
ve works in the Bagirathi-Hooghly system to supplement and
optimise the benefits of the Farakka Barrage. Government of India
bears the cost of these works. A scheme for Rs. 8 crores for correc-
tive works above Diamond Harbour and another scheme for Rs. 5.58
erores for improving the navigability of the River below Diamond
Harbour have been sanctioned and the works are in progress.

[MInistry of Shipping and Transport (Transport Wing) OM.
No. DBY!5|76-PDB, dated 7-6-76]

Recommendation

“The Committee are happy that the increase in the headwater
supply in the Hooghly has already reduced the salinity of the
drinking water available to Calcutta, The Committee trust that
these supplies would continue to be adequate during the lean
months.” I

[S. No. 39, Appendix VII, Para 8.5 of 196th Report of the P.A.C.
(5th Lok Sabha)]

Action Taken

Noted.
[Ministry of Agriculture and Irrigation (Department of Irrigation)
O.M. No. 6{2|76-FBP dated 28-7-76].

Recommendation

“The Committee note that the Central Government, the State
Government and the Calcutta Port Authorities appreciate the impor-
tance of improving the inland navigational facilities along the
Ganga-Bhagirathi from as far upstream as Patna or even Allahabad
down to Calcutta. There is very close link between the Farakka
Project and the development of this major channel of inland navi-
gation. Among the objectives of the Project, improvement in in-
land water transport has an important place. A sum of Rs. %30
orores has already (till May, 1975) been spent on the Project, which
fs now near completion. Every effort should thus be made ¢o com-



plete also the studies being carried out about the river traffic position

and draw up concrete programmes for an improved inland water

transport service.

[S. No. 40 (Para 8.13) of Appendix VII to 196th Report of PAC
(Fifth Lok Sabha)]

Action Taken

National Council of Applied Economic Research, New Delhi
nas been entrusted with the work of detailed traffic study on Ganga-
Bhagirathi-Hooghly system between Allahabad and Calcutta. Its
draft report has been received on 1st July, 1976 and 14th July, 1976
and comments of IWT Directorate thereon will be sent shortly. The
Council will submit, its final report after taking into account the
Directorate’s comments. On the basis of the findings of the Council
in its final Report regarding traffic and also economics of water
transport, detailed Project Report will be drawn up with concrete

programme for improved Inland Water Transport system in this
region.

"Ministry of Shipping and Transport (LW.T. Directorate) (.M.
No. 28-TWT (5) |76-P&H dated the 5th August, 1976]

Recommendation

The Committee find from the note furnished by the Calcutta
Port Trust that so far as the technical feasibilities about the mini-
mum navigational depths, the type of crafts to be used and the
methods of towage are concerned, no special difficulty is anticipated.
Even so, the Committee recommend that the relevant reports be
studied serioutly and steps taken to work the inland transport ser-
vice. along as much of the river as nossible, to begin with.

[S. No. 41 Appendix VII, Para 8.14 of 196th Report of PAC (Fifth
Lok Sabha).]

Action Taken

The requirements of Inland Water Transport craft will mainly
depend on the mature and volume of cargo which will have to be
handled within its origin and destination points. Since the details
of water borne traffic would be available only after the study con-
ducted by National Council of Applied and Economic Research is
completed and the report made available, the size, method of
towage, size of flotilla, ete., will be determined keeping in view the
economics of operation and optimum utilisation of the waterway.

IMinistry of Shipping and Transport (LW.T. Directorate) oW
: No. 28-IWT (5)|76-P&W dated 29th July, 1976)].
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Recomrﬁendation

. For the development of an inland transport service from Cal-
cutta upstream towards Allahabad, some additional river port
amenities would be necessary. The Inlad Water Transport Committes
has referred, among other things to the need of warehousing and
container facilities. These problems should be examined expedi-
tiously.

[(S. No. 43 Appendix VII, Para 8.15) of 196th Report of PAC (Fifth
Lok Sabha).]

Action taken

The necessity of additional river port amenities including ware-
housing and container facilities will be examined on the ba'is of
volume of traffic, which would be available from the National
Council of Applied Economic Research Study.

[Ministry of Shipping and Transport (L W.T. Directorate) O.M.
No. 28-IWT (5) |76-P&W dated the 29th July, 1976) 1.

Recommendation

“To make the inland water transport service economic, it is
essential that the type of craft used is suited to the requirements.
The Committee note that modern Technology has advanced suffi-
ciently to permit designing of a shallow draft tug and barge suitable
for operation on the Ganga-Bhagirathi-Hooghly rivers. As polnted
out earlier by the Estimate: Committee in paragraph 5.45 of their
T5th Report (Fifth Lok Sabha) on Transport Coordination, Gov-
ernment should take concerteq measures to develop on a priority
basis such craft as would be suited for inland water tran-port. In
devising such craft, the Committee would like special attention fo
be paid to the requirements of designing and the oroviding of
shallow draft tugs and barges suitable for operation on the Ganga-
Bhagirathi-Hooghly stretch of water. The Committee would like
to be informed of the concrete action taken in the matter.”

[S. N. 44 Appendix VII, Pars 8.16 of 196th Report of PAC (Fifth
Lok Sabhal]
Action Taken

Considering the navigability of the Ganga-Bhagirathi-Hooahly
system which provides variable depth of water throughout the
year, the advice of the U.N. Expert Mr. J. J. Surie was obtained on
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the economic feasibility of operating modern craft on such water-
ways. Based on his advice two specially designed shallow draft
pushtow units, consisting of pusher tugs and barges were introduced
on the Ganga. The technical feasibility of operating such shallow
draft craft on the Ganga has since been established. In order to
meet the immediate requirements of additional craft for operating
river services after commissioning of the Farakka Navigational
canal, similar craft can be put to service. However, for a long
term development of Inland Water Transport in this region, the
question of evolution of improved designs of craft, based on modern
technology, will be taken up simultaneously, with suitable organi-
sations in the country.

[Ministry of Shipping and Transport (LW.T. Directorate) OM
No. 28-IWT (5) 176-P&W dated the 29th July, 1978))

Recommendation

“The Committee gave thought to certain alarming press reports
about floods in the Farakka region after construction of the canal.
Flood Control is one of the objectives of th total Project. It goes
without saying that such problems require to be laken care of as
soon as they emerge, apart from all reasonable precautionary steps
in the matter., The Committee understand that the State Govern-
ment of West Bengal are seizad of the flood problems in the area
and trust that measures would be taken at all relevant levels towards
& permanent solution of the difficulties involved.

[S. No. 45, Appendix-VII, Para 8.20 of 196th Report of the P.A.C.
(5th Lok Sabha)]

Action Taken

The aim of the Farakka Barrage Project is the preservation of
the Hooghly and the Port of Calcutta by providing adequate head-
waters. The project does not cater for any flood control. The
Government fully share the concern regarding flooding in the
Farakka region. As the Committee has already noted, the State
(Government of West Bengal are already seized of this problem with
a4 view to taking all reasonable precautionary measures towards the
removal of the difficulties faced by floods.

[Ministry of Agriculture and Irrigation (Department of Irriga-
tion) O.M. No. 6{2|76 FBP dated 29-7-76]
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Recommendation

Now that Farakka is well connected by rail and the development
0f navigational facilities from Calcutta via Farakka to Allahabad is
also being contemplated, the Committee felt that there is a strong
case for the setting up of more industries at Farakka. The Com-
mittee have learnt that a Super Thermal Power Flant might in the
near future be set up at Farakka. This would gréatly help in an
expeditious development of the entire region around Farakka. The
Committee hope that work in relation to the said plant will proceed
on a priority basis. Land and other requirements should be calcu-
lated urgently, and the availability of the area so long frozen for
the purposes of Farakka construction should be a fillip to the com-

prehensive economic development of the region.
[S. No. 47 Appendix VII. Para 8.29 of 196th Report of the P.A.C.
(5th Lok Sabha) ]

Action Taken
{(Department of Industrial Development)

This Department has brought this recommendation to the notice
-of the various Ministries of the Government of India with the
request that this may be kept in view while deciding the location
of public sector projects in future. In additign, the Government of
West Bengal has been requested to provide infra-structure facilities
in this area to attract new industries, Copies of the communication
addressed to the Central Miristries and Government of West Bengal
are enclosed for reference. [Annexures I and II]
[Ministry of Industry & Civil Supplies (Department of Industrial
Development) No. 8(47) /LP/76 dated 30-6-19786]



ANNEXURE 1
No. 8(47)/LP/76
Government of India

Ministry of Industry & Civil Supplies
Deptt. of Industrial Development

New Delhi, the 17th May, 1976.
Te
The Secretary (Industries),
Government of West Bengal,
Calcutta.

SusJecT: —Action taken on the recommendations contained in the
196th Report of the Public Accounts Committee (5th Lok
Sabha) on Farakka Barage Project (Audit Paragraph 28
for the year 1973-74—Union Government—Civil).

Sir,

I am directed to say that the following recommendation has been
made by the Public Accounts Committee in its 196th Report pre-
sented to the Fifth Lok Sabha:—

“Now that Farakka is well connected by rail and the develop-
ment of navigational facilities {from Calcutta via Farakka to Allaha-
bad is also being contemplated, the Committee Telt that there is a
strong case for the setting up of more industries at Farakka. The
Committee have learnt that a Super Thermal Power Plant might in
the near future be set up at Farakka. This would greatly help in
an e jpeditious development of the entire region around Farakka.
The Committee hope that work in relalion to the said plant will pro-
ceed on a priority basis. Land and other requirements should be
caleulated urgently, and the availability of the area so long frozen
for the purposes of Farakka construction should be a fillip to the
comprehensive economic development of the region.”

2. This recommendation has been considered in This Ministry and
it is felt that in case infrastructure facilities are available for estab-
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lishment of industries in and around Farakka Barrage Project, entre-
preneurs might be willing to set up industries in this area. It is,
therefore, requested that the State Government may kindly consider
providing adequate infra-structure facilities in this area so as to
" attract establishment of industries. It is also requested that action
in the matter may kindly be intimated to this Ministry in due course.

Yours faithfully,

| sdj-
o (Bharat Bhushan)
Under Secretary to the Govt. of India.



ANNEXURE II
No. 8(47)/LP/76
(GOVERNMENT OF INDIA
MINISTRY OF INDUSTRY AND CIVIL SUPPLIES
(Deptt. of Industrial Development)

New Delhi, the 19th May, 1976
OFFICE MEMORANDUM

SusJecT: —Action taken on the recommendations contained on the
196th Report of the Public Accounts Committee (5th
Lok Sabha) on Farakka Barrage Project (Audit Para-
graph 28 for the yvear 1973-74—Union Government—Civil).

The undersigned is directed to say that the following recom-

mendation has been made by the Public Accounts Committee in its
196th Report:

“Now that Farakka is well connected by rail and the develop-
ment of navigational facilities from Calcutta vie Farakka
to Allahabad is also being contemplated, the Committee
felt that there is a strong case for the setting up of more
industries at Farakka. The Committee have learnt that
a Super Thermsl Power Plant might in the near future
be set up at Farakka. Thig would greatly help in an ex-
peditious development of the entire region around Farakka,
The Committee hope that work in relation to the said
plant will proceed on a priority basis. Land and other
requirements should be calculated urgently, and the avail-
ability of the area so long frozen for the purposes of
Farakka construction should be a fillip to the compre-
hensive economic development of the region.”

2. It is requested that the above recommendation made by the
‘Public Accounts Committee may be kept in view while considering
proposals for the location of projects to be set up in the public sector
{n tuture,

Sdi-
(BHARAT BHUSHAI_\I)
Under Secy. to the Government of India.
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To
1. Ministry of Commerce.
2, Deptt. of Steel.
3. Ministry of Chemicals and Fertilizers,
4, Deptt. of Mines.
5. Ministry of Petroleum,
6. Deptt. of Defeniee Production.
7. Ministry of Agrieulture and Irrigation.
8. Deptt, of Electroaics,
9. Deptt. of Eneryy.
10. Deptt. of Atomie Energy.
11. Ministry of Finenee (E. A. Deptt)
12. DCS8IL
13. D.G.T.D.
14. Sectt. for Industrial Approvalis,
15. All Industries Sections in the Deptt. of H. I. and Industrial
Development,
16. Ministry of Railways
17. Ministry of Communications,
18. Ministry of Health & Deptt. of Family Planning.
19. Ministry of Shipping & Transport.
20. Ministry of Works and Housing.
Recommendation
The Committee have learnt that a Super Thermal Power Plant,
might in the near future be set up at Farakka. This would gr eatly
help in an expeditious development of the entire region around
Farakka. The Committee hope that the work in relation to the said
plant will proceed on priority basis. Land and other cequirement
should be calculated urgently and the availability of the area S0

long frozen for the purpose of Farakka Construction should be a
fillip to the Comprehensive economic development of the region.

[S. No. 47 in Appendix VII, para 829 of 196th Report of PAC;
(5th Lok Sabha) 1

Action Taken
(Department of Power)

It is proposed to establish, in a phased manner, one Super Thel';
mal Power Station each in the Northern, Western, Eastern an
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Southern Region. Farakka site in the Eastern Region, with an
tnstallation of 6 units of 200 MW each linked with Rajmahal Coal-
fields has been chosen for location of a Super Thermal Power Station
and the project has been posed to the World Bank for loan assis-

tance in January, 1975, Till now (March, 1976) there hag been no
progress in respect of a loan for this project.

[Ministry of Energy (Department of Power) O.M. No, G-25017/
17]75-Bud., dated 31-5-76].
Recommendation

The Committee trust that regular and adequate watch would be
kept by the maintenance staff of the Project on the various techni-
cal aspects, particularly scours, etc., and timely action will be taken
to ractify loopholes if any, in the construction.

[S. No. 48, Appendix—VII, Para 9.4 of 196th Report of the P.A.C,
(5th Lok Sabha)],

Action Taken
Noted.

[Ministry of Agriculture and Irrigation (Department of Irriga-
tion) O.M. No. 6/2/76-FBP dated 29-7-76].

Recommendation

The Committee find that erosion on the left bank of the Ganga,
upstream of the Farakka Barrage as well as on the right bank be-
low the Barrage, is not a new development but has been continu-
ing for a long time. Not only is valuable land being lost on the
right bank of the Ganga as a result of this erosion, but in recent
times the erosion has also been displacing a large number of families
every year. The situation has now assumed dangerous proportions
affecting important towns in the region like Dhulian, Nimita, Auran-

gabad and Khandua, whose very existence is said to have been
threatened.

During evidence, the Chief Engineer of the Farakka Barrage
Project informed the Committee that ‘it has 'been proved by
hydraulic experiments that the Farakka Barrage had nothing to do
with the erosion that was taking place. The erosion would have
taken place even if the barrage was not there’. The Committee are
concerned that whatever the causes of erosion, and the role .of the
Barrage in the larger hydrological situation, the whole area, includ-
ing the Farakka Project complex itself, appear to be in some danger,
which must be countered by suitable and timely measures. The
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Committee are of the view that'the Central and State Government
should move in close coordination in this task and ensure the allo-
cation of adequate fund to forestal and eliminate the menace. ’

The Committee’s view, just stated, is reinforced by a statement
before it from the Ministry of Agriculture and Irrigation that the
Ministry had the information that this erosion was taking place for
two or three decades...and the phenomenon cannot be effectively
checked unless very effective measures such as storages and affores-
tation are taken up over the entire catchment area. If this is a
correct evaluation, the entire position should have been examined
carefully much before the selection of the site for the Barrage, the
Canal and other concomitant constructions. If, however, there is
any real substance in the fear that the Ganga joining the Bhagirath
at Jangipur, on account of the erosion of the right bank of the river
endangers the entire Project as constructed, the Committee would
expect the scientific-technical ingenuity at the disposal of Govern-
ment at all levels to be employed, with the utmost urgency, for
tackling a problem which cannot in the technological situation today,
be too difficult of solution,

[S. Nos, 49 & 50, Appendix—VII. Paras 9.10, 9.11 and 9.12 of
196th Report of the P.A.C. (5th Lok Sabha)].
Action Taken

Erosion on the Ganga is a phenomenon which has been obser-
ved not only now but also before the Farakka Barrage Project was
constructed. It may be recalled that before the construction of the
barrage the erosion in the vicinity of Dhulian Town was sO great
that the whole railway line had to be abandoned. In an aluvial
river like the Ganga such erosion is a natural phenomenon.

The earlier statement by the Ministry of Agriculture and Irriga-
tion regarding measures such as storages and afforestation in the
entire catchment zrea as a long term means of reducing erosion 1s
not related to the selection of the site for the barrage, the choskh,
sosition being the best from all techno-economic considerations.
The Government fully share the concern of the Committee in regard
to the large scale erosion on the right bank of the Ganga below the
Barrage and note the suggestion of the Committee that the Central
Government and State Government should move in close coordina-

tion in this task.

[Ministry of Agriculture ond Irrigation (Department of Irriga~
tion) O.M., No. 6/2/76-FBP dated 29-7-76)}-



CHAPTER III

RECOMMENDATIONS/OBSERVATIONS WHICH THE
COMMITTEE DO NOT DESIRE TO PURSUE IN THE
LIGHT OF THE REPLIES OF GOVERNMENT

Recommendation

“The Committee are surprised at the plea put forward that as the
local population insisted on the provision of alternative crossings
in place of the existing ones, the excavation work was rendered
more difficult. The Committee would have expecteq Government
to have taken the initiative in the matter and by advance planning
ensure that alternative crossings were provided for the local popu-
lation and the question of any agitation being built up in that behalf
was obviated. The Committee cannot help feeling that the problems
of the local population were perhaps not sympathetically approached
and understood, for otherwise it should have been possible to
enthuse and involve them actively in the implementation, of a mas-
sive project in their own vicinity. A large and intricate work does
require much sophistication in its execution, but to win local good-
will, it should have been possible to ensure employment of local
labour for at least unskilled jobs and for excavation of the rels-
tively easier portions of the canal. The benefit would then have
heen two-fold, viz., willing cooperation and involvement of the
local population, which would have helped greatlv in the develop-
ment of a backward area as an avowed plan objective, and also
largely, if not wholly, prevented labour unrest and trouble which
are repeatedly put forward by Government as an alibi for not com-
pleting the work in time.

The Committee would like Government to go intn this matter in
detail, learn from experience and evolve guidelines which would
make for active participation and willing cooperation by the local
population in the execution of national projects.”

[S. No. 4 in Appendix VII, Paras 2.7 & 2.8 of 196th Report of the PAC
(5th Lok Sabhal].

Action taken

There were two Railways, one National Highway, one State
Highway and about 32 District Board and Village road crossings
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¥ g o the alignment of the Farakka Feeder Canal. It is not
feasible to provide bridges at each and every existing District Board
and village road crossing along any proposed canal system and,
therefore, the question of providing the requisite number of
bridges is settled in consultation with the local people and State
Government keeping in mind, the costs involved as well as ade-
quacy of the means of communication in the area served by the
canal system.

In case of the Farakka Feeder Canal, which was the largest
canal in the country designed for full supply capacity of 40,000
cusecs and was also meant to be a navigation canal, each bridge
had to provide for sufficient headway to .allow for navigation traffic.
As each village road bridge over this large canal was then estimatsd
to cost Rs. 50 to 60 lakhs approximately, it was considered necessary
fo restrict the number of bridges to the minimum though the local
people were demanding a road bridge at every crossing. It was
accordingly decided in consultation with the State Government and
the District Magistrate, Murshidabad to provide two road bridges
combined with the two railway bridges and one State Highwsy
bridge at R. D. 62 in addition to the road bridge to be provided at
Farakka over the Head Regulator of the canal. In addition to the
above means of communication, it was also decided to provided 9
free ferry crossing at locations suggested by the District Magls-
trate.

Tt was felt that the above provision of road bridges and free
ferry crossings would provide adequate measures of communica-
tions across the Feeder Canal which was only 25 miles long. It was
also the view of the Ministry of Shipping and Transport that pro-
viding more bridges would pose a navigation hazard and would not
be in the interest of navigation traffic proposed to be developed
along the Farakka Feeder Canal. It may be mentioned here that
the Suez Canal which is 101 miles long has only one bridge and that
too a rail bridge.

Though the local people, in the initial stages, did agitate for pro-
viding a road bridge at every crossing and did obstruct the work of
canal excavation near the existing crossing but with the persuation
by the Project authorities, District officials ang State Government.
it was possible to get their willing cooperation in completing and
commissioning the canal in the overall interests of the country.
Arrangements were also made to leave gaps at every crossing for
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their convenience, which were postponéii for excavation in the last
stages before commissioning the Canal.

Like many other projects in the country, this project also en-
couraged employment of the local people to the maximum. The
local people were not only employed on the construction works of
colonies, roads and embankments, the main barrage and the Feeder
Canal etc. but also on operation and maintenance of the equipment
as well as their repairs in the workshops and Stores. The running
of free ferry crossings was also entrusted to local persons. Through-
out the construction period, the labour engaged by the Department
or by the Contractors was mostly from adjoining localities. The sub-
contractors of the major contractors for piece work were also from
the nearby localities. It may be mentioned that over 90 per cent
of the labour employed on the Project was from the adjoining areas.
[Ministry of Agriculture & Irrigation (Department of (Irrigation

OM No. 6{2[76-FBP., dated 29-7-76)].

Recommendation

“It is significant that there was from time to time agitation not
only by the workers with ‘go slow’ and other tactics, but also by
deputationist engineers and doctors who ceased work from 11th
March, 1974 to 2nd April, 1974 a period when, from all accounts,
labour conditions in West Bengal were by no means explosive. The
Committee fear that personnel management on the part of the
Project authorities has been often tactless and ineffective, and
genuine grievances, even of the better placed employees like engi-
neers and doctors, were not anticipated and resolved in time.

[S. No. 10 Appendix-VII, Para 2.18 of 196th Report of the P.A.C.
(5th Lok Sabha).]

Action taken

The engineers and doctors who went on strike from 11th March
1974 to 2nd April 1974, were all deputationist officers from West
Bengal and they observed the “ceasework” in sympathy with engi-
neers and doctors of West Bengal Government who were on strike.
This strike had no relation whatsoever to the working conditions or
other situations prevailing in the Farakka Barrage Project. None of

the directly recruited engineers and medical personnel ever went on
even a token strike.

[Ministry of Agriculture and Irrigation (Department of Irrigation)
O.M. No. 6/2]76-FBP, dated 29-7-76]
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Recommendation’

“The Committee note with dissatisfaction that on the earthwork
part of the feeder canal estimated to cost Rs. 18.77 crores as per
the 1968 estimates, the actual expenditure booked up to October,
1974, was Rs. 24.54 crores. The Committee feel that this aspect of
the work was not so abstruse or complicated that realistic estimates
of expenditure could not be drawn up. The variation of about 30
per cent (till October, 1974) between the estimated cost and actual
expenditure would no doubt increase further with the booking of
actual expenditure from October, 1974, to April, 1975, when the
canal was commissioned. The Committee consider that if the esti-
mate for the earthwork had been prepared after collection of the
relevant data, including bore hole data on a scientific basis, it would
have been a more fruitful exercise.”

[S. No. 13, Appendix-VII, Para 2.27 of 196th Report of the P.A.C.
(5th Lok Sabha)].

Action taken

The estimate of Rs. 18.77 crores was for earthwork part of the
Feeder CanaL and was based on 1965 rates when caonttact for the
reach RD 10 to 68 was awarded to Contractor ‘A’. The earthwork
was proposed tobe done almost entirely by machines. The excava-
tion of Feeder Canal was completed in 1975 and the expenditure
booked upto 3!1976 is Rs. 25.26 crores, During the period 1963 to
1975 when the feeder canal excavation was carried out, the prices
of labour, P.O.L. and material went up considerably. As already
explained at length in our replies to point 11, arising out of oral
evidence, the average earthwork rates all over the country had
shown unward trend recording an increase of 80 per cent between
1961-62 to 1966-67 and 155 per cent between 1961-82 to 1974-75. These
escalations caused adverse effect not only on the Departmental work
for the reach RD O to RD 10 but also on the reaches below RD 10.
which were being done by Contractors. The tendered rates obtain-
ing in 1976 were 90 per cent higher than the rates of 1965 contract
and 75 per cent higher than the rates of 1967 contract. Tt s common
knowledge that the cost of wnrks which are based on the rates of
labour and materials at the time of preparation of the project re-
port, go up as the labour and material costs rise. There would have
been no extra rise in cost if the prices had remained steady. The
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increase in cost' of the Feeder Canal was not at all due to lack of
field data.

{Ministry of Agriculfu‘ré and If'r'igation '(Dépa{rtxnen'c. of Irrigation)
O.M. No. 6,2|76-FBP, dated 29-7-76]

Recommendation

“The Committee find that while the decision to associate small
local contractors with the work of canal excavation was laudable,
it was not followed up by any real help to contractors with meagre
resources of their own. The work of excavation of dry layers of
the land being not very technical or complicated, the local con-
tractors could, with the necessary facilities and encouragement,
have done it successfully. The representative of the Ministry stated
during evidence that the authorities knew very well that “these
agencies will not be able to complete the whole work.” This land
assertion suggests that perhaps certain interests were intent om

justifving the induction of big contractors, instead of small local
contractors.

It is surprising, and also a reflection of a lack of planning, that
contracts were given for excavation work without ensuring in ad-
vance the availability of land for the purpose. This peculiar pro-
ceeding ensured the failure of the small contractors, and ironically
en-ugh, helped them also to escape the imposition of anv penalty
for non-completion of the stipulated work.”

[S. Nos. 15 & 18, Appendix-VII Para 3.4, 3.5 of 196th Report of the
Public Accounts Committee (5th Lok Sabha).]

Action taken

In view of the long leads and high lifts involved in excavation
of the Feeder Canal and also on account of the high ground water
level, the entire excavation work was planned to be carried out by
the machines in the following manner: —

(a) Dry excavation upto about 8§ feet depth bv tractor drawn
serapers and dragline dumper combination; and

(b) wet excavation by dredging in the bottom layer.

Subsequently the Farakka Barrage Control Board took a deci-
sion in November, 1964, t» carry out the excavation below the
ground water level by mechanised equipment instead of dredgers.
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While the possibility of using dredgers for excavation below
-spring level was being examined by experts, it was considered desir-
-able in the meantime to get some dry excavation done by local con~
tractors who could use various-means manual labour, bullock carts
etc. These local contractors were given all possible facilities and
encouragement but they could not do the job due to the long leads
and high lifts involved since it was definitely a job of mechanised
equipment. It has been experienced on similar excavation work on
other projects, that local contractors with small resources and
manual labour and non-mechanised equipment like bullock carts,
are not successful beyond a certain range of leads and lifts. In
other words without earthmoving equipment, which is beyond the
reach of small contractors, it was not possible to economically and
expeditiously complete the huge excavation work.

Land acquisition did not cause any substantial delay in the exe-
-cution of work by local contractors.

It has alco been explained in paras 2.12 to 2.14 that there was no
delay in acquisition of land, since 99.8 per cent of the land had been
‘acquired by 1968-69.

[Ministry of Agriculture & Irrigation (Department of Irrigation)
OM. No. 6/2/76-FBP dated 24th January, 1977.]

Recommendation .

The Project authorities had already got some cutter suction
dredgers and the Committee cannot accept the contention gf the
"Ministry during evidence that by giving the work of excavation of
the canal to the contractors, Government was saved from the trou-
ble and expense of procuring a battery of dredgers involving a large
amount of foreign exchange and of maintaining an elaborate
‘marine organisation required therefor.

[S. No. 19, Appendix-VII, Para 3.16 of 196th Report of the PAC
(5th Lok Sabha).]

Action taken

As already explained in para 2.4, the question of using dredgers
for excavation of feeder canal below general water table had bgen
examined in depth in 1963 and it was finally decided that the im-
-port of dredgers and creation of a marine organisation under the
project for excavation of canal should not be pursued as ther&.;
wwere several agencies in the country who could carry out ful
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depth excavation of canal through their own resources. When.
open tenders were invited for full depth excavation of feeder canal
in 1964 there was good response and many contracting agencies
offered for this job.

_ The cutter guction dredgers referred to in this para were im-
perted several years later in 1969 for the construction of coffer
dams for the barrage works and also for the post-construction
maintenance/desilting of feeder canal and Bhagirathi channel. By
this time, all major contracts were awarded. The excavation of the-
feeder Canal from RD-0 to RD-10 was carried out departmentally
with the help of earthmoving equipment other than these cutfer
suction dredgers.

[Ministry of Agriculture and Irrigation (Department of Irrigation):
OM. No,  8/2/76-FBP, dated 29-7-76.]
Recoemmendation

The Committee note that tenders for the reach RD 10-68 were -
initially invited in January, 1864 and the contract was ultimately
awarded in January, 1985, However, the tenders for the reach RD
68-126 were invited in July 1966 and finalised in two instalments.
Phe first instalment, covering the contract for RD 68-97 and RD-
163—126 was finalised after protracted shutting of paper clarifica-
tion memtings etc., from October, 1966 to December 1967. This
clearly shows that the matter was proposed somewhat desultorily,
and essential clarifications were obtained piece-meal. The Com-
mittee unders‘and that the Tender Committee was a high-powered
Committee, consisting of the Secretary, Ministry of Irrigation and
Power, the Chairman, Central Water and Power Commission, the
Member (Designs), (C.W. & P.C.), the Joint Secrctarv. Ganga Basin,
the Joint Secretary, Ministry of Finance, the General Manager,
Farakka Barrage Project, the Financial Adviser and Chief Accounts
Officer, Farakka Barrage Project and the Secretary, Farakka Barrage
Control Board. They would have expected a Commitfee of this
composition to function more positively in the matter and to make-
sure that all requisite clarifications were obtained from the relevant
parties in time. The Committee feel that an unhappy impres-
sion should not. go out that ‘high-power’ bodies comprise people:
whose status and pre-occupations militate against speedy decision
Government should investigate the reasons for this delay, fix res-

ponsibility, and take suitable measure to see that in future such
delays do not recur.

[S. No. 22, Appendix-VII, Para 49 of 196th Report of the PAC
(5th Lok Sabha).]
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Action taken

,- It has been explained in replies to para 2.5 that the delay im,
finalisation of the tenders for the reach of the Feeder Canal below
RD-68 was mainly on account of the acute financia] stringency with
regard to availability of funds for the Project upto April, 1967,
caused as a result of Pakistani aggression. The progress during
the 1966-87 season was badly affected.

: Further, as the tenders were conditiona] and involved foreign
'exchange, advance payments, etc.,, these had to be examined in
detail by the Tender Committee from all angles in order to safe-
guard the Government interest. The first meeting of the Tender
'Committee was held on 25th/26th April, 1967, after the tenders had
been examined earlier by the General Manager and his Financial
Adviser, Law Ministry and (Calcutta Branch) and the Secretary,
Farakka Barrage Control Board, and certain clarifications were
obtained from the tenderers. The Tender Committee held two
more meetings in July, 1967 and September, 1967, during which the
c'lariﬂ'ca/tions obtained by the Committee from the tenderers had
been gone int>. Inspite of their pre-occupations, the members of
the Tender Committee were oble to complete the scrutiny of Ten-
'ders involving negotiations on the special conditions and give their
recommendations well before ‘he commencement of the working
season 1967-68. This enabled these contractors not only to organise
their works and establish camps but also to execute 1.22 cr.cft. of
earthwork during 1967-68 working season, out of the contracted
quantity of 53.76 cr.cft.

Consequently any enquiry into the reasons for delay on the part
of the Tender Committee would not be justified. The kind atten-
tion of the Public Accounts Committee is also invited to the replies
given to para 2.6 that in such cases Government did not think it
necessary to undertake this type of investigations in view of the
collective responsibility of a Group of Eminent Engineers and other
senjor officers in taking a decision.

IMinis‘ry of Agriculture and Irrigation (Department of Irrigation)
O.M. No. 6/2/76-FBP, dated 29-7-1976.]

Recommendation

Tt is to be noted further that the ‘ex-gratia’ higher rates had
been recommended by the Inter-Departmental Committee on the
clear stipulation that the same would be ‘admissible only upto the
present extended dates of completion of the respective works and

¢
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that if further extensions of time were granted by the General
“Manager for reasons considered valid by him, the enhance rates
would be extended to such periods also, but, in any case, not beyond
March, 1872 in respect of Contractor ‘A’ and March, 1973 in  the
_case of Contractor ‘B’. In spite of this directive, the enhanced rates
‘were subsequently further extended upto 30th June, 1974 in the case
of Contractor ‘A’ and upto 31st August, 1974, in the case of con
tractor ‘B’. Upto October, 1974, the total extra amount paid to the
+wo contractors on account of such subsequent enhancement of con-
tracted rates was Rs. 2.90 crores.

The Committee fear that from the very beginning the Inter-De-
partmental Con‘imittgg which sanctioned the exr-gratia higher rates
tignored the obligation of safeguarding the fnancial ' interests of
‘Government by adherence to the terms of the contracts. It has been
pleaded in extensation that there was the need for ‘creating lcir-
cumstances in which the existing contractors would continue and
complete the balance works by the target d-te’ This sounds ai-
most panicky; besides the contractors did not, inactual practice,
adhere to the extended target date. The eeffect of the leniency
showed by the Inter-Departmental Committee was further aggra-
vated by the 'action of the Project authorities in that the enhanced
rates were extended upto the 30th June, 1974 in the cass of con-
tractor ‘A’ and upto 31st August, 1974 in the case of con'ractor ‘B’
necessitating an extra payment of no less than Rs. 2.90 crores, which
the Committee feel should have been avoided.

[S. No. 29, Appendix VII, Paras 5.30 and 5.31 of 196th Report
of the P.A.C. (5th Lok Sabha)]

Action Taken

The time limits of 31-3-72 in respect of contractor ‘A’ and 31-3-73
in respect of contractor ‘B’ as indicated by the Inter-Departmental
Committee in respect of payment of ‘ex-gratia’ higher rates were
based on the consideration that the completion of the contracts of
Contractor ‘A’ in respect of reaches RD 10—68 ang RD 97---103 and
of Contractor ‘B’ in respect of reach RD ‘68—93 would, in any case,
not extend beyond these dates. This was the best assumption made
by the Committee keeping in view the balance works that remained
to be done at the close of the 1969-70 working season, i.e., about
10.72 cr, cft, by Conftractor ‘A’ and 20.53 cr. cft. by Contractor ‘B.
Out of the above quantities. Contractor ‘A’ had by the due date
$1-3-72 completed most of the 6.89 cr. cft. carried out by him dur-
Ing 197172 working season while the Contractor ‘B’ hal completed
upto 31-3-1973 most of the 17.35 cr. cft. executed by him upto 1972-
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‘Y3 working season. It would thus be seen that about 90 per vent
of the contracted earthwork had been completed by both the con-
tractors within the time limit indicated by the Inter-Departmental
Committee in their report. The reasons for the short-fall were, as
explained under paras 2.5 and 2.11 on account of non-availability
of land at the village tracks and railway crossings. This was be-
yond the control of the contractors. The progress of the two con-
tractors was also somewhat hampered due to heavy and early rains
in 1971 and 19873, floods in 1971, continued labour troubles and epi-
demic in contractor’s (Contractor ‘B") colony in 1§73 ete.

As explained in the comments of the Audit Paras as well as dur-
ing oral evidence, and in reply to point 16 arising out of orel evi-
dehce, the time extensions to the Contractors A and B were granted
by the Contro] Board due to conditions which were beyond the
control of these Contractors. Approval to give ‘ex-gratia’ higher
rates during the extended period of the contracts was also allowed
by Government in consultation with the Ministry of Finance. It
may also be mentioned here that, as already known to the Commit-
tee, Contractor ‘A’ had first declined tc resume work during 1973-74
working season for completing the gap portions and he was demand-
ing snuch higher rates for earthwork in these isolated reaches. He
was, however, pursuaded to excavate these gaps upto the water
level at the existing rates,

{ft will be sepn that though time extensions for completing the
work and extensions for payment of ‘ex-gratia’ rates were given to
the Contractors by the Government in the over-all intewdest of the
Project, the rates paid to the contractors were the same as recom-
mended by the Inter-Departmental Committee in spite of insistence
by the contractors for paying still higher rates, and, therefore, there
was no extra expenditure than what Government was already com-
mitted to pay had the earthwork been compleicd within the time
limit and which the contractors could not unfortunately execute due
to reasons beyond their control, as explained above.

[Ministry of Agriculture and Irrigation (Department of
Irrigation) O.M. No. 6/2/76-FPP,
dated 29-7-76].

Recommendation

“The Committee would like to mention that stores and materials
worth lakhs of rupees were issued to the contractors at Depsrtmen-
tal issue rates which are stated to include storage and departmental
charges. During evidence, the representative of the Ministry ex-
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plained that the bulk of such materials comprised POL and that
the contractors were charged rates higher than the rates of diesel
oil or petrol at the nearby petrol stations. In respect of other ma-
terials supplied to the contractors, the representative of the Ministry
stated that the contractors were charged 10 per cent more than the
normal rate. Asked as to whether the issue of materials and spare
parts at departmental rates plus 10 per cent was not a concession
to the contractors as comparedq to the rates in the market, the re-
presentative of the Ministry, instead of confirming or denying the
position, stated that this issue of spare parts or machines was in the
interest of Government, as by such issue Government were assured
of the use of genuine material by the contractors, thus avoiding
the use of fake stuff which might damage the equipment, The
Committee are perturbed that Government chose to deal with ap-
parently unprincipled businessmen even in the case of national pro-
jects of Paramount value to the country.”

[S. No. 30, Appendix-VII, Para 5.32 of 196th Report of the
P.A.C. (5th Lok Sabha)]

Action taken

The spare parts issued by the Department were meant to be used
mainly on the departmental equipment loaned out to the contractor
which was in accordance with the common practice adopted on
projects. Most of these spare parts were imported and if Contrac-
tors were to arrange these spare parts their import would have
taken time. On the other hand, if these were purchased from the
open market, their genuineness would have been doubtful and

could have affected the progress of work which was of vital im-
portance.

[Ministry of Agriculture and Irrigation (Department of Irriga-
tion) O.M. No. 6/2|76-FHP dated 29-7-76].
Recommendation

In regard to the quantum of additional headwater supply
essential for the sustenance and improvement of the life of
Calcutta Port, the Committee have studied the evidence closely and
are positive that without 40,000 cusecs being made available,
especially during the lean months, the Ports survival—let glone its
growth—would remain precarious, Since any damage or deteri-
ment to Calcutta Port will inevitably and immediately involve
Haldia also, the gravity of the danger will be aggravated. If on
this issue, dependable scientific-technical advice can offer alter-

native solutions, the Committee have found so far no indications
2099 LS—8.
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thereof. Thus the Committee stress that, difficulties notwith~
standing, this quantum of 40,000 cusecs should, as repeatedly assured,
be made available in order that Calcutta Port might live and serve.
the country. In case there are insuperable difficulties, of which
the Committee have had no more than some vague hints, the situation
has to be properly explained to the Committee and all possible

ameliorative measures adopted without delay.
[S. No. 36, Appendix-VII, Para 7.50 of 196th Report of the P.A.C.
(5th Lok Sabha).]

Action Taken

By the Ministry of Agriculture & Irrigation, (Department of
Irrigation)

The Government fully share the concern expressed regarding
the need to ensure that the Calcutta Port might live and serve the
country. As a matter of fact this concern forms the basis of all
the steps taken by the Government including commissioning of the
Farakka Barrage in regard to the headwater supplies to be made
available from the Farakka Project. Nevertheless it is to be
appreciated that the Ganga is an international river and, like
India, the other basin countries (in particular Bangladesh) have
an interest in the utilisation of the Ganga waters for beneficial uses.
This fact will have to be taken into consideration. The Government
will continue to strive for an amicable settlement with the Govern-
ment of Bangladesh seeking to ensure the adequacy of head water
supplies from Farakka for the benefit of the Calcutta Port.

[Ministry of Agriculture and Irrigation (Department of Irri-
gation) O.M. No. 6/2/76-FBP, dated 29-7-76.}

Action Taken

(By the Ministry of Shipping and Transport)
Noted

[Ministry of Shipping & Transport (Transport Wing)
O.M. No. DBY/5/76-PDB, dated 7-6-76.1.



CHAPTER 1V

RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND
WHICH REQUIRE REITERATION

Recommendation

The Committee are greatly perturbed to find that while in 196
and again in 1965, it was decided that in view of the character oj
the project, its essentiality and the benefits which were likely tc
be derived from the various works, it should be completed by 1970-
71, in actual fact only the barrage was completed in 1971, but the
essential canal work for taking the headwaters from the Ganga to
feed the Bhagirathi-Hooghly system and save the deterioration in
the Calcutta Port was completed only four years later in 1975. I¢
appears that the requisite firmness and determination to see that
the canal work was taken up in right earnest and completed as per
schedule was lacking, The Committee see no reason why the canal
work could not be initially started from September 1962 as per the
original schedule. The delay of one year at that point is sought to
be explained on the not very tenable ground that special details
concerning finalisation of canal sections, disposition of spoil banks
proportion of manual labour to dredger excavation etc. had to be
settled with the German expert. The Committee are unable to
accept Government’s plea that explorations and investigations with
the soil properties also caused delay in finalising the detailed esti-
mate for invitation of tenders. Since the scheme was envisaged many
vears earlier and there was a decision in October, 1961 to complete
the project in eight years time from 1962 to 1970, the Committee see
no reason why in 1961-62 itself Government could not consult €x-

perts, whether our own or from abroad, and settle all essential
detail.

[S. No. 2, Appendix VII, Para 2.4 of 196th Report of the
P.A.C. (5th Lok Sabha)]

Action taken

After approval of the Farakka Barrage Project in 1960, detailed
surveys were commenced for finalising the alignment of the feeder

(i
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canal, carrying out soil testing and planning the execution of the
works. While the construction schedule for completing the pro-
ject in 8 years was drawn up in October, 1961, it was anticipated
that this pre-construction planning would be mostly over in one
year and construction of the feeder canal would be taken up from
September, 1962. The main difficulty in adhering to this date,
turned out to be the finalisation of the alignment of the feeder
canal which could not be decided till December, 1962. The align-
ment finalised earlier in February, 1962 had in fact to be modified

by the Technical Advisory Committee on account of the following
reasons—

(a) Some reaches were located in Bihar which was not con-
sidered desirable from navigation point of view since
this would have resulted in entry/exist problems in a
short reach twice.

(b) Certain reaches of the alignment were found, on detail-

' ed considerations, to have been located in thickly popu-

lated areas near Bagmari river which would have needed
displacement and rehabilitation of many people.

(c) Certain reaches of canal were close to river Ganga and
there was risk of river attack.

After the final alignment of the Feeder Canal had been decided
in December, 1962, some time was needed for preliminaries like
taking longitudinal section and cross sections along the final align-
ment, demarcating the same on the ground, issue of Notice Invit-
ing Tenders, acquiring of the land etc. which were finalised by
June/July, 1963 to enable start of the excavation work by the
small contractors from September, 1963 i.e. beginning of 1963-64
working seasons.

As regards the expert advice obtained from Dr. Lackner this
mainly pertained to excavation below general water table which
was very high through out the length of the feeder canal. Out of
an average 22 ft. depth of digging the lower 14 ft. were below
general water table.

Dr. Lackner gave his opinion in January, 1963 and based on
his expert advice as well as other available reports on dredging,
the Government of India constituted a Committee headed by
Admiral T. B. Bose to advise on the specifications and the num-
bers of dredgers as well as the best method of procurement of
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dredgers. This Committee gave a report in July, 1963 by which
time sufficient land could be acquired, as brought out above, to
commence the canal excavation work. Thus, apart from ‘iming
of the advice of Dr. Lackner and subsequent period during
which Bose Committee worked out details of specifications ete.,
of the dredgers, the delay of one year can be attributed to the
difficulties in finalising the canal alignment as well as acquisition
of land. If the earth-work had to be excavated by dredgers, then,
apart from a special organisation to be built up, the number of
dredgers required would have been much more besides high cost,
which could not be worked out because of lack of data on working
of dredgers on such a large scale in conditions similar to those pre-
vailing in Farakka canal. Also, this would have prevented em-
ployment of local agencies and particularly, the smaller firms. 1In
fact, these were the considerations which led the Government to
employ small local agencies as an experimental measure. How-
ever, as explained to the Committee at length, these agencies for
various reasons, could not complete the work. In the meanwhile,
as the Committee are aware, some contracting firms quoted for
excavation of the canal work both above the general water table
as well as below, by using heavy earth-moving equipment (drag
lines efc.). The work was divided into different reaches and put
to tender and the Committee are aware of the problems which
arose during implementation of the work covered under each.

While the Government of India and the State Governments did
possess experience on excavation of irrigation canals, it must be
mentioned that Farakka canal was by far the largest irrigation-
cum-navigation canal to be constructed in the country. There
were special problems associated with the construction of the
canal, namely high water table which necessitated bulk of the
excavation to be carried out below the ground water table.
Secondly, the canal banks had to be designed so as to resist the
flood pressure from both the sides. The canal section had to be
so designed that excavation by manual labour, by heavy earth-
moving equipment, as well as by dredgers (during operational
stage) was feasible within economic costs. Unless such flexibility
was provided in the design of canal sections, there could have
been situations which would have created real difficulty.

[Ministry of Agriculture and Irrigation (Department of Irrigation)
O.M. No. 6/2/76-FBP, dated 24th January, 13977.]

Recommendation

The Committee cannot appreciate the delay in calling f‘or ten-
ders or in settling the rates for work. Government with its vast
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experience of excavation of canals should have been able to settle
these details firmly and in time. The Committee are also not pre-
pared to accept the plea of helplessness when the contractors to
whom the work was awarded in 1963 did not proceed with it with
‘he requisite speed. The Committee feel that it should have been
possible for Government to give the widest publicity ab initio to
these tenders so as to facilitate adequate response. Government
should have ensured that the tenders were scrutinised and finalised
with due promptitude and on a realistic basis, having regard to
the prevalent rates. Another basic aspect where a clear decision
was necessary, concerned the work to be done through contractors
and the extent to which the dredgers were to be utilised. The
Committee consider that there was avoidable delay in this crucial
area. The Committee are also periurbed that on the plea of pau-
city of funds, tenders were not fixed till the end of 1967 for reaches
beyond RD-68. This administrative inaptitude and lack of reali
zation of the urgency of the project was responsible for the loss
of nearly three years in the beginning and it is this ‘original sin’,
as it were, which is responsible basically for the long delayed
completion of project.

The Committee would like Government to investigate the
matter thoroughly with a view to deducing lessons and fixing res-
ponsibility on those who did not show leadership and understand-
ing in settling all the requisite details in time, in inviting and fina-
lising the tenders and in effectively co-ordinating the execution of
the works in the field with an upright adherence to the time

schedule.

[S. No. 3, Appendix VII, Paras 2.5 and 2.6 of 196th Report of the
PAC (5th Lok Sabha)].

Action taken

While barrage work, though un-precedented on magnitude and
‘haracter, was concentrated at one place, the canal work was dis-
~ibuted over 25 miles and involved construction of large number
~f canal structures including a syphon, inlets and bridges which
2lso posed a number of problems during their implementation.
Although the barrage was completed in 1971, the gates became
fully operational only by 1973. The canal even if completed be-
fore the barrage become operational, would not have enabled
diversion of waters into the Bhagirathi. This was pointed out
to the Committee—vide reply to point 28 (a) and (b) arising out
of the oral evidence. The progress on the excavation work of the
canal upto June, 1971, was 104 crores cft. out of 155 crores cft.
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“The same at the end of June, 1973, by which time the barrage be-
came operational, was 146 crores cft.

It would thus be seen that most of the works were completed
by 1973. No doubt, certain critical works remained to be com-
pleted such as Pakur bridge at RD-62 due to failure of the bridge
contractor, and excavation of some gaps due to non-handing over
of land by the wvillagers who insisted on construction of road
bridges, although the Government of India in consultation with
the State Government, had agreed to provide ferry crossings, at
each road crossing. Thus, all possible efforts were made but due
to unforeseen difficulties, there was some delay in implementing
the canal works. However, the Committee’s concern has been
noted and it is hoped that the experience gained by the Indian
Engineers and Technicians in implementation of such a big canal
would help in planning and implementation of works on similar
Projects of large magnitude in future.

As soon as the decision was taken by the Control Board in
November, 1964 to carry out full depth excavation through con-
tractors, the tenders in hand were finalised and contract for 75
crores cft. of earth-work in the reach RD-10 to RD-68.00 was
awarded in January, 1965. As regards the lower reaches below
RD-68.00 it was decided to invite tenders later after having seen
the performance of the contractor in the reach RD-10 to RD-68
in carrying out full depth excavation and the difficulties experi-
enced therein. Tenders were accordingly invited in August, 1966
after the close of 1965-66 working season but while these tenders
were being processed, there prevailed acute financial stringency
on the project as a result of Pakistani aggression. Consequently,
the Control Board decided in May, 1966 that no expenditure should
be incurred on excavation of the feeder canal below RD-68 till
April, 1967. In the meantime, negotiations were continued with
the tenderers in regard to their special conditions involving ad-
vance payments, release of foreign exchanges etc. These could be
fnalised by August, 1967 and were considered by the Tender Com-
mittee in September, 1967. Clearance from the Ministry of Finance
was obtained in October, 1967 and these were approved by the

Control Board on 3rd November, 1967. Work was commenced in
1967-68 working season.

In view of the reasons explained above, the delay in execution
of works of Feeder Canal as mentioned by Public Accounts Com-
mittee in this para, may be considered as unavoidable.
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A review of the action taken at various levels for execution of the
work of Farakka Barrage Project and the Feeder Canal has been
undertaken. Before tenders are invited for any components, the
estimate has to be prepared and sanctioned on the basis of detailed
designs, detailed specifications are drafted and approved by com-
petent authority, Similarly, after tenders are received, detailed
scrutiny and evaluation of tenders is undertaken and often negotia-
tions are necessary. All these operations do take time and, inspite
of best efforts, some slip may occur in one or more of a series of
operations outlined above. A three-tier organisational machinery
was established for executing the Project expeditiously and economi-
cally and effective coordination at various levels was also ensured.
At the field level which was the executing agency, the Chief Engi-
neer and other officers were given sufficient powers to deal effective-
ly with the various matters relating to the execution of the works.
The Chief Engineer, who was subsequently designated as the General
Manager had been declared as the Head of the Department for pur-
poses of Fundamental and Supplementary Rules and the General
Financial Rules and has also been delegated the same powers as are
exercised by his counter-part in the Central Public Works Depart-
ment. The General Manager and the other officers of the Project

has also been delegated specific powers relating to the works etc. of
the Project.

The Farakka Barrage Control Board is in over-all charge of the
Project including its technical and financial aspects. The Chairman
of this Control Board had been the Minister of Irrigation and Power
and now Minister of Agriculture & Irrigation. The Board compris-
es Ministers and representatives of the West Bengal Government and
representatives of the Calcutta Port Commissioner, of the Ministry
of Shipping and Transport, Central Water Commission, Ministry of
Railways, Department of Irrigation and the General Manager,
Farakka Barrage Project. The Board is assisted by a full-time Sec-
retary of the rank of Superintending Engineer and a Financial Ad-
viser & Chief Accounts Officer. The Board has various advisory
Committees comprising technical officers of appropriate status.
Some of the important committees are the Technical Advisory Com-
mittee which advises on the technical aspects relating to the design
and execution of the Project and the Tender Committee which ad-
vises on the acceptance of the Tenders. The Board also had in the

past the various committees such ag Local Committee and the Plant
and Equipment Committee etc. ’
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As the Project is being executed by the Central Government, the
work, of the Project is being supervised by the Department of Irri-
gation. All important matters relating to the scrutiny of estimates,
preparation of designs, review of the delegation of financial powers,
the question of laying tenders specifications and schedule of rates
were examined and approved by the Control Board. It also ap-
proves all proposals for award of work or supplies on contract which
are beyond the powers of the General Manager.

The progress of the works has been reviewed at regular intervals
by the various organisations and all efforts have been made to re-
move the bottlenecks. It may be menticned that the execution of
such a big project which is unique in its nature, posed many diffi-
culties and problems which were peculiar but by the coordinated

efforts and good planning all the difficulties were removed and the
Feeder Canal could be commissioned.

It will be clear that all major decisions were taken jointly by a
high Level Control Board assisted by its Committees but not by any
individual. The major decisions flowed from the smooth function-
ing of the organisational machinery, viz,, the Board and its Com-
mittees, the Ministry at Delhi and the Project authorities at Farakka.
It is submitted that in retrospect, the compulsions which validated
the decisions at that point of time, are likely to appear to have lost
their force and the decisions, their validity. Attempts to fix respon-
sibility on any individual does not therefore, seem well advised
because of the fact that the decisions were based on the collective
responsibility of a group of eminent engineers and other persons and
were taken in good faith and to the best of abilities, in the circum-
stances which existed at the time of taking the decisions. It would
not serve the cause of building up expertise in design and imple-
mentation of such projects, if enquiries are conducted in this case.

[Ministry of Agriculture and Irrigation (Department of Irri-
gation) O.M. No. 6{2/76-FBP dated 28.i-70.]

Recommendation

The Committee disapprove of the complacent and routine man-
ner in which the entire work of acquisition of land required for the
Project has been handled. Most of the area in question was waste
and arable land. It is reported that there was not much difficulfy
in acquiring this land. As for vested land, difficulty is stated to have
arisen with the Railways, particularly for the portion required
between RD 8 to 28, as the Railways had not agreed to shift their line
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- and permit the project authorities to start the work before 1972. The
Committee cannot comprehend how such a long delay could be al-
lowed to occur when both the Railways and the entire Farakka
Barrage scheme were being administered by the Central Govern-
ment. It should have been possible by advance planning and a closer
liaison and mutual accommodation to ensure that the Railways made
available the requisite land in time by shifting the track.

[S. No. 6 Appendix VII, Para 2.11 of 196th Report of the
P.A.C. (5th Lok Sabha).]

Action taken

After the alignment of the Feeder Canal was finally decided upon,
the Railways carried out surveys in regard to shifting of their Bundel
Barharwa loop which crossed the feeder canal alignment at R.D, 23
and R.D. 112 and connecting it with thz new railway line which
vas to cross Farakka Barrage and link the area north of Ganga.
Three alternative alignments were examined by the Railway Board
(1) continuing the track on the left bank with two bridges at
R.'D. 112.00 and at R, D. 23.0 (2) shifting the existing railway line
on Right Bank and providing one bridge at R. D. 8,50 (3) diverting
the line from Balalpur on Left Bank and continuing the line over
Barrage aveiding bridge at R.D. 23 and providing two bridges at
8.5 and R. D. 112.00. The Railway Board decided in 1966 to continue
the existing railway line on the left bank and provide a link up with
the new railway line over Farakka Barrage on the left bank itself
and then crossing the feeder canal at R. D. 8.5. Dstailed surveys
and estimates for this layout of the railway complex were carried
out and final decision about this arrangement was communicafed by
the Railway Board to the Control Board in 1968. Construction of the
two railway bridges, including laying of the railway track according
to this layout, was taken up and the works were completed in end
of 1971.

The earth work involved in excavation of the feeder canal at the
two railway crossings was the job of a few months only. These were
-completed well in time and did not pose any problem since the com-
missioning of the Feeder Canal had been delayed due to various other
‘reasons as explained in para 2.5,

[Ministry of Agriculture and Irrigation (Department of Irri-
gation) O.M. No. 6/276-FBP dated 29-7-76.]
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Recommendation

The Committee find that the Chief cause of labour unrest in
‘Farakka was the uncretainty in the minds of workers about their
future employment. From figures supplied by Government as well
as by the employees’ Union, it appzars that out of 2800 workers on
the Project some 2000 are either expected to be or have alrzady been
absorbed in maintenance duties. In view of the usual Government
policy of accommodating the maximum possible number in aiterna-
tive employment, the Committee expact that ways and means of
allaying the anxiety of all the workers will be suitably worked out.
The Committes consider that it should have been possible for Gov-
ernment to work out in advance its requirements for maintenance
and to make them known so that the employeas could be reassured
and have an additional incentive to show good work and ensure
absorption after the Project was completed.

[S. No. 9 Appendix VII, Para 2.17 of the 196th Report of the
P.A.C. (5th Lok Sabha).]

Action Taken

As is generally the case with such big projects, the strength of
staff during construction period is several times more than the re-
guirements of the staff in the Maintenance Set-up. As a matter of
fact the Government and the Department were always conscious of
the need for finding employment and made all efforts to avert re-
trenchment on completion of the Project. Owing to various
measures taken by the Government in absorbing the surplus people
or finding alternative employment, there has actually been no re-
trenchment as such.

The Farakka Barrage Project was exnected to be compleied by
June, 1971 but the question of having a Maintenance Set Up for the
Farakka Barrage Project and the staff required for it and also the
question of absorption of surplus staff which may be rendered sur-
plus after the completion of the Project, had been under the con-
sideration of the Government much earlier. A Committee was set
up in 1969 to assess the requirements of maintenance staff and the

number and categories of employees who would be rendered surplus
on the completion of the project.

A special Cell was created under an Officer On Special Duty in
April, 1970, for finding alternative employment for different cate-
gories of employees. This matter was taken up with various Minis-
tries and Departments of Government of India, Public Sector Under-
takings etc. The Government of West Bengal were also requested
to give preference in employment to the employees of the Project,
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especially the low paid. As a result of these efforts it has been.

possible to provide alternative jobs to about 1000 employees and
workers.

[Ministry of Agriculture & Irrigation (Department of Irriga-
tion) O.M. No. 6/2{76-FBP dated 29-7-76.]

Recommendation

The Committee cannot appreciate that occurrences like pilferage
of material and the attack on a procession during the immersion of
the Vishwakarma image, should be categorised as labour trouble
holding up execution of the barrage. As a matter of fact, the ‘labour
troubles’ listed for a six year period (1968—74) do not appear to have
been a serious factor in the delay. It appears that five work-days
were lost during that period on account of ‘Bangla Bundh”, two for
Farakka Bundh” and one for “Jangipur Bundh”; five work-days alto-
gether were lost on account of some “protest” observed by the State
Government employees; there was a ‘goslow’ by workers from 6th
December, 1969 to 31st March, 1970; there was unspecified labour
trouble in November and December 1973; twice in September, 1973
the General Manager and senior officers were confined in their offices;
once in 1969, the Financial Adviser and Chief Accounts Officer was
gheraoed, and once, in September, 1969, even the State Minister went
through the same experience. The other instanceg of workers putting
up their demands and waiting upon visiting Ministers are -routine
activities to which gerious exception cannot be taken. The Com-
mittee were interested to learn that the workers were often hostile
to the role of the contractors, and their union, apparently defending
Government’s interests, opposed loaning of departmental machinery
on a hire basis. It is difficult to appreciate why the Project authorities
referred to the law and order situation in September, 1971 and again
in September-October, 1972 as one of “deterioration”, for from all
accounts the situation in West Bengal steadily improved from the
beginning of 1971 onwards. While, inevitably, in a big project like
Farakka, problems had arisen from time to time and appeared, to
a purely localised judgement, a serious phenomenon, the listed inci-
dents do not, in the Committee’s view, add up to a plausible expla-
nation of the delayed execution of the Project.

[S. No. 11, Appendix-VII, Para 2.19 of 196th Report of the
P.A.C. (5th Lok Sabha).]

Action taken

The demands of the workers have always been given sympathetic
consideration and all the facilities and concessions available to the
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Central Government Employees were made available to the workers
and employees of the Project. As a matter of fact some of the Gov-
ernment orders were relaxed in the case of the Farakka Barrage
Project for the benefit of the employees. In regard to the observa-
tion of the Committee concerning hostility of the workers to the role
of the contractors, it is submitted that the Project works were exe-
cuted partly by contractors and partly by the department and when-
ever departmental equipment wag surplus, it was given to the con-
tractors on hire basis in the interest of work. This loaning started
as early as in 1965, while the labour unrest commenced in 1968. The
hostility of the workers to the loaning of the equipment to contra-
ctors referred to in this para, was a part of the labour unrest, The
relationship of the workers with the field officers had always been
cordial but the situation prevailing in the area had its effect and
the various associations and unions of the Project very often obser-
ved strikes and bundhs for various reasons many of which, as such,

did not relate to their servic conditions.
[Ministry of Agriculture and Irrigation (Department of Irri-
gation) O.M. No. 6/2/76-FBP dated 29-7-76.]

Recommendation

“The Committee have recommended earlier an analysis of the
factors impending implementation of the project. A special effort
needs to be made for putiing an end to whatever strained relations
with labour and fleid officers have persisted over the years. The
Committee emphasise the urgency of efficient and thoughtful per-
sonnel management and welfare services with a view to ensuring
at all levels the morale requisi‘e to a successful national effort.”

{S. No. 12, Appendix-VTil, Para 2.20 of 196th Report of the P.A.C.
(5th Lok Sabha)].

Action taken
Noted.

[Ministry of Agriculture and Irrigation (Department of Irrigation)
O.M. No. 6/2/76-FBP dated 29-7-76].

Recommendation

“The Committee regret that while certain difficult and risky
works in the construction of the Farakka Barrage were successfully
carried out departmentally with the help of public sector agencies
like the National Projects Construction Corporation, the Farakka
Project authorities persuaded themselves to change gear and allot
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the Feeder Canal excavation work to private cantractors. There:
appear to have been a great dea] of policy vacilation on the ques-
tion of departmental excavation of the Canal, and the task was en-
trusted to contractors who were additionally favoured with spe-
cial facilities like hire on easy terms of Governmen! machinery, and
supply of stores and spares parts from Government inventories to
such an extent that the workers on the Project themselves some-
times objected. These contractors were also in some cases paid
higher rates beyond the terms of their contract and given othex
concessions which have been discussed elsewhere in this report.
Even so, excavation through big contractors involved, in the result,
a delay of more than three years in the completion of the canal.
The Committee are unhappy at the obviously inadequate realisa-
tion of the position by the Project authorities when they made their
choice, somewhat mechanically, without careful thought between
‘departmental excavation’ and ‘excavation through contractors’.

The Committee feel that a more meaningful utilisation of de-
partmental resources for work relating to excavation of the canal
would have produced, in the long run, better results for the coun-
try. In the absence of any record of a reasoned justification for
preference being given to contfractors, the Committee fear that
certain vested interests wmight in their subteranean way, have
worked for the induction of big contractors in the excavation of
the Feeder Canal which to make things worse, they could not also

perform in time.”

[S. No. 17, 18, Appendix-VII, Paras 3.14, 3.15 of 196th Report of
PAC (5th Lok Sabha)].

Action taken

As has been explained in replies to paras 3.4 & 3.5 the entire
excavation of the Feeder Canal was planned to be done by mech-
anised equipment not oniy for the wet earth work below the
general water table but also for the top dry earthwork. In the
early stages, it was contemplated to carry out excavation belew
general water table departmentally by dredgers and a special de-
partmental marine organisation was intended to be set up. Sub-
sequently due to various reasons explained already, the provosal
of departmental excavation by dredgers was dropped and it was
decided to get the full depth of excavation of the Canal carried out
by contractors using their own earthmoving equipment,

Excavation of the Feeder Canal work was planned to be taken
up simultaneously with the construction of Farakka Barrage. The
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excavation and concreting of the Barrage was entrusted tc M/s..
Hindustan Construction Company a leading Civil Engineering firm :
of the country in the private sector and M/s. National Projects
Construction Corporation a public sector undertaking. Qut of
108 full bays. Two fish lock bays of the barrage 89 bays were com-
pleted by M/s. Hindustan Construction Company. Apart from the
remaining 21 bays of Farakka Barrage, National Projects Construc-
tion Corporation also carried out some other works costing Rs.
3.00 crores but did not come forward to take up excavation o* the
Feeder Canal. Further, even though global tenders were invited
in 1964, followed by open tenders in 1966 and again in 1970 for ex-
cavation of the Feeder canal, no public sector agencies tenderca
for these jobs. Nevertheless, the excavation of the Feeder Canal
from Head to RD.10 (constituting about 10 per cent of the tctal
excavation) was carried out departmentally with the help of tne
available departmental earthmoving equipment whenever free from
the cofferdam works. As regards the departmental excution nf
difficult and risky works of Farakka Barrage, these pertained to
cofferdam and river diversion works carried out departmentally

with out any help from the public sector agencies, as pointed out in
this para,

On all such projects in the country, excavation of the Canal
works is generally done through contractors, Nangal Hydel Canal
and other channels of Bhakra Project were excavated almost en-
tirely by contractors. Sarda Sahayak project is another example
where over 95 per cent of the excavation of the Feeder Canal and
other channels comprising abcut 700 crore cft. is being done then-
ugh contractors.

As regards the loaning of Government machinery on easv terms
to contractors and supply of stores and spares parts to them and
pavment of higher rates than stipulated in the contracts, pointed
cut in this para, these issues are covered by replies elsewhere,

As regards the delay in completion of the canal these were
caused due to various reasons as explained in previous paras.

(Ministry of Agriculture and Irrigation (Department of Irrigation)
O.M. No. 6/2/76-FBP dated 29-7-76].

Recommendation

‘.‘It may be that in terms purely of the arithmetical cost of exca-
V"?t“m, the departmental cost per unit in the reach RDO—10 was
slightly higher than the cost of excavation through contractors .
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in other reaches of the canal. But if contractors can do at lesser
cost after hiring machinery from Government, it is quite likely
that if the excavation work in all the reaches had been done de-
partmentally, the average rate of departmental excavation would
have considerably come down.”

{S. No. 20, Appendix-VII, Para 3.17 of 196th Report of the P.A.C.
(5th Lok Sabha)].

Action taken

The question that the departmental rates of excavation (which
worked out to be higher in the reach RD O to RD 70 as compared
“to those of contractors) would have come down if the entire ex-
cavation of canal had been done departmentally, is & moot point.
Firstly this was not feasible since the project organisation was not
capable or equipped to take up work departmentally. Secendly,
- experience on other projects indicates that departmental work. are
not always cheaper,

" [Ministry of Agriculture and Irrigation (Department of Irrigation)
O.M. No. 6/2/76-FBP dated 29-7-76].

Recommendition

If anything, the repeated demands of the contractors for ex-
' tension of time and for payment of higher rates than the contract-
ed rates (discussed in subsequent chapters) are indicative of the
need in the public interest, to expand the scope of departmental
work in all big projects of national importance. It is quite apra-
rent in the context of excavation work in the Farakka Feder
Canal that much of the delay was due to the failure of the private
contractors who dallied over the job and put up demands for var-
“ious concessions including higher rates, outside the terms of their
contracts. In the opinion of the Committee, such dependence cn
-private contractors can only be avoided if the departmental agen-
cies are encouraged to develop the necessary confidence and capa-
bility. Other things being equal, challenging jobs should be given
to them, even if the cost may be a little higher at the initiai stages,
since the return, in terms of national advance, would be so much
better,

‘[S. No. 21, Appendix-VII, Para 3.18 of 196th Report of the P.A.C.
(5th Lok Sabha)l

Action Taken

As 1egards the recommendation of the Committee to give more
.and more work to the departmental agencies and have less de-
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rpendence on contractors, this pcint has been noted. In fact, by
now, sufficient experience hag been gained on handling departmen-
tal jobs and sizeable portion of the remaining works such as lock
.channel etc. is being carried out departmentally.

.{Ministry of Agriculture and Irrigation (Department of Irrigation)

O.M. No. 6|2|76-FBP dated 29-7-76].
Recommendation

The .Committee are distressed over the manner in which work
was allotted to different contractors. It appears that the project
authorities, in spite of the confidence and self-assurance they
should have felt on successful construction of the Farakka Barrage,
found themselves virtually at the mercy of the contractors in the
matter of work relating to excavation of the Canal. Even where the
. contractors default was established, the project authorities ap-
peared helpless in taking action against them. Two main grounds,
viz, concern regarding the progress of work and the possibility of
court action by the allegedly aggrieved contractors, have been put
forward by the Government. The Committee are unable to acce:t
the soundness of this argument and feel that the Project authorities
should not have allowed the contractors to hold them, as it were,
to ransom, Surprisingly, contractor ‘C’, who was awarded the con-
tract of earth-work :of the quantity of 26.25 crores cft. in the Rea-
ch RD 10—126, with completion date of 3rd April, 1971, stonped
work in June 26 by which time only 1.26 crores cft. out of 26.25
crores cft. had been completed. There was a penal clause in tae
contract with him, but no valid reasons have been produced before
the Committee for not invoking the penal clause.

[S. No. 24, Appendix-V1I, Para 4.26 of 196th Report of the P.A.C.
(5th Lok Sabha)].
Action Taken

As explained in rgplies to other paras, there were several vron-
lems during that period due to which excavation work of the Fee-
der Canal could not be executed at the desired speed, the most
important being the deteriorating law and order situation on the
project. Since the contractors ‘A’ and ‘B’ were not prepared to
continue the work at the contract rates based on 1965 prices, the
Department had the option of either enhancing their rates in an
equitable manner and extend their contract periods or .rescmd
their contracts and re-invite tenders rates of which coulq hfave
been definitely higher as was evident when tenders were ln\flti*i
for the reaches RD 103—126. After careful assessment of the.snua-
tion. Government decided to let these contracts continue in the
larger interests of the Project. Any other alternative would have
been in all probability, much worse.

. 2099 LS—7.
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As regards Contractor ‘C’ who could not continue with the work
aftgr completing about 1.26 crores cubic ft., up to February, 1970, the
decision to terminate his contract without levying any penalty was
taken by the Government keeping in view the overall interest of
the Project. It is doubtful if the forfeiture of the security of the
contractor could have been possible considering the claims worth
about Rs. 8.5 lakhs put in by the contractor. On the other hand
there was the risk of the contractor seeking justice in a law court
and obtaining a stay order terminating excavation of the Feeder
Canal in these reaches. In any case, protracted litigation would
have taken place affecting the progress of the work. Consequent-
ly the decision taken by Government for mutual determination of
the contract of Contractor ‘C’ without imposing any penalty was
fully justified in view of the circumstances obtaining at that tiine.

[Ministry of Agriculture and Irrigation (Department of Irrigation)
O.M. No. 6[2{76-FBP dated 29-7-76.]

Recommendation

“Again, in the whole process of the award of tenders, there
appears to be a kind of leniency, even favouritism, towards contrac-
tor ‘A’. It is on record that in terms of the supplementary extension
in April 1969, of the contract with contractor ‘A’ for the reach R.D.
97-103, Government had reserved the right to allot additional earth-
work to the contractor after June, 1970, to the extent of 15 crores cft.
in continuation of the said reach at the same rate. In violation of
this obligation, the contractor expressed his inability to take up the
said extra work and the Government reconciled themselves to this
refusal.

[S. No. 25, Appendix-VII, Para 4.27 of 196th Report of the
P.A.C. (5th Lok Sabha)].

Action taken

The contract rate for 75 crore cft., of earthwork in the reach RD 10
to 68 was awarded to contractor ‘A’ in 1965, at Rs. 11.30 per 100 cft.
In 1969 the contract for the reach RD 97 to 103 was awarded to the
same contractor on the basis of negotiations at Rs. 12.43 per 100 cft.
at that time, the contractor ‘A’ had agreed to execute another .%
crore cft. of earthwork in the adjoining reach RD 103 to 126 on tho
same terms and conditions as finalised for the work in the reach RD
97-103 because'till that time, the circumstances, leading to large scale
escalation in unit rate as agreed upon for RD 97-103 had not taken



place and also there was no serious deterioration in law and order
situation. However immediately thereafter, the working conditions
on the Project deteriorated on account of grave labour unrest and both
eontractors ‘A’ and ‘B’ started representing in 1969-70 working season
that contract rates had become unworkable and it was not possible
for them to continue their work on the project unless their rates were
increased. In view of this changed situation, contractor ‘A’ had re-
fused to take up the additional 15 crore cft. of earthwork below RD
103 on the same terms and conditions which had heen agreed to by
him earlier. In this changed situation, when even the continuance
of thie old contracts of contractor ‘A’ for the reaches RD 10 io 68 and
RD 97 to 103 had become doubtful and it was not possible to pursuade
or pressurise the contractor to continue work in these reaches
against existing contract, the possibility of his agreeing to take on
another 15 crore cft. at thie 1969 contract rates for the reach RD 103
o 126 was obviously out of question. As the Committee are aware,
the entire problem of rates was, therefore examined in depth by a
high level committee set up by the Control Board which had also
decided that fresh open tenderg should be invited for the reach RD
103 to 126 which had been left incomplete by contractor ‘C’.

[Ministry of Agriculture and Irrigation (Depariment of
Irrigation) OM. No, 6{2|76-FBP dated 29-7-76.]

Recommendation

The Committee are not able to comprehend the logic in leaving
out RD-97—103 from being awarded on a firm basis to the contrac-
lors along with other parts in thes Reach RD-68—126, RD-97—.03
was taken up in November, 1968 and awarded on an ad hoc basis
to Contractor ‘A’. Since Contractor ‘C’ was no longer active in the
field and the performance of Contractor ‘B° was judged by the
authorities to be not satisfactory, this made Government depen-
dent again on Contractor ‘A’ who had already proved refractory.
The net result of this was that Contractor ‘A’ found himself to be
the only one in the field and he took full advantage of his mono-
poly position by refusing to execute the job at the rates at which
e had contracted the execution of work in RD-10—68. The Gov-
ernment then agreed to give him a higher rate than that at which

work in other parts of the Reach 68—126 had been given to Con-
tractor ‘C’.

“The Committee regret that in the matter of award of contracts
for excavation work of the Farakka Feeder Canal, the authorities
concerned have been lacking in financial prudence and the care
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and concern reasonably expected of them in safeguarding the
interest of the public exchequer.

[S. No. 26, Appendix-VII, Paras 4.28 & 429 of 196th Report of the
P.AC. (5th Lok Sabha)].

Action Taken

- s ey

The reasons due to which the work in the reach RD 97 to 103
was not awarded when awarding work to contractors ‘B’ and ‘C
in the reaches RD 68 to 97 and RD 103—126 respectively, have been
explained in reply to points 7 and 20 of the advance informatiom
furnished to the Public Accounts Committee. As it turned out,
contractor ‘C’ failed to carry on the work and left after two work-
ing seasons having completed 1.26 crore cft. which was only 6 per
cent of the earthwork allotted to him. The progress of contractor
‘B’ was also not very satisfactory as in these two working seasona,
be had completed 5.70 crore cft. which was only about 17 per cent
of the work. During 1967-68 working season the performance of
contractor ‘A’, who had completed 1411 crore cft. was far better
than that of contractor ‘B’ or ‘C’. As contractor ‘A’ was willing to
take up the additional 6.61 crore cft. of earthwork involved in the
reach RD 97—103 on his 1965 contract rate plus 10 per cent as a
result of negotiations, this reach was awarded to him in 1969. As
a matter of fact this negotiated rate was lower than that of con-
tractor, ‘B’ for reach RD 68—97, which had been awarded to him
two years earlier in 1967. The impact of deteriorating law and
order situation on the project due to labour unrest was felt by all
the three contractors A, B and C. Contractor ‘C’ left the job in-
complete, while contractors A and B pressed for enhancement of
the contract rates. In retrospect the award of work to Contractor
‘A’ appears to be the best way out in the interest of speedy and
economic completion of the Project.

The circumstances under which the contracts had been awarded
for various reaches of feeder canal have been explained in replies
1o points 7 and 21 of the ‘Advance Information’ required by the
Public Accounts Committee. In every case, the Government or
competent authorities took decision after taking into account the
overall situation on the project and the necessity of completing the
project at the earliest possible time.

[Ministry of Agriculture & Irrigation (Department of Irrigation)
OM. No. 6/2/76-FBP, dated 29-7-1976.
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Recommendation

The Committee are surprised that in spite of the clear recom-
mendation of the Chief Engineer against the grant of extension
beyond June, 1968 to contractor ‘A’ in respect of the excavation
work in the Reach RD 10—68, the said contractor was granted ex-
tension upto June, 1969 by the Control Board, and the only reasons
left on record are “difficulties explained by the firm as reported
in the agenda papers.” The papers relating to the relevant meeting
of the Control Board reveal that the Chief Engineer of the Project
had specifically mentioned that “an extension from March to June,
1968, had already been granted to the firm in consideration of their
difficulties in arranging the machinery,” and “hence no further
extension can be given”. The Chief Engineer had also recorded
that procurement and selection of machinery was entirely the
eoncern of the contractor, adding that notwithstanding this position
the contracor had been given equipment worth about Rs. 37.5 lakhs
in the interests of the work. The Chief Engineer had also referred
to two generating sets having been made available on hire to the
contractor. In the absence of any recorded reasons, it has not been
possible for the Committee to examine the justification for the
Control Board departing from the specific recommendation of the
Chief Engineer. The Committee take a serious view of the matter
and recommend that it should be probed into thoroughly, and res-
ponsibility fixed for such apparently anomalous conduct.

[S. No. 27, Appendix-VII Para 5.10 of 196th Report of the P.A.C.
(5th Lok Sabha).]
Action Taken

The contract for the reach at RD 10 to 68 involving 75 crore

¢ft. of earthwork was allotted to the contractor ‘A’ in January, 1965.
The contractor had to import some equipment involving foreign
exchange while the project was to supply power along the Feeder
Canal between RD 32 to 47.5 during 1965-66 season. There were
eertain delays on the part of the contractor in arranging all the
imported equipment and moreover, the imported equipment which
reached the site did not give good performance during 1965-66 sea-
son. The Department too could not lay the transmission lines and
make power available during this season. No doubt some genera-
tors were given to the contractor on hire basis but these were not
adequate to cope with the magnitude of the work. In spite of
these diffiulties, the contractor was able to excavate 1469 crore
cft. during 1965-66 season.



In April, 1966 the contractor applied for extension for one year
t.e, upto June, 1969. The extension of three months beyond March,
1968 upto June, 1968, referred to in this para had been agreed to by
the Chief Engineer in January, 1965 within one month of the issue
of the letter of Intent (which stipulated 31st March, 1968 as the
date of completion) on account of the delay in the.issue of the work
order after finalisation of the contract conditions by the Negotia-
tion Committee. This was approved by the Control Board in May,

1965.

As regards the departmental equipment loaned out to the con-
tractor in 1965, this comprised 4 Nos. Russian Draglines of 3/4Cyd.
capacity and 8 Nos, dozers and pushers and I No. grader but no
Scrapers or Dumpers. Consequently this assorted equipment did
not form a composite earthmoving unit but augmented the con-
tractor’s working units which, in that year, comprised 30 Nos.
Tractor drawn Scrapers, 20 Nos. motorised scrapers and 25 Nos.
dozers of various sizes. The contractor’s programme for 1965-66,
1966-67 and 1967-68 working seasons was 21 crore cft., 25 crore cft.
and 30 crore cft. respectively. Due to the various difficulties men-
tioned above, he could achieve only 14.69 crore cft. in the first
season.

As explained in reply to point 15(a) and 15(b), arising out of
oral evidene, Chief Engineer was fully competent to grant or refuse
extension but he forwarded the case for the consideration of the
Control Board without giving any positive recommendation of his
own.

Obviously the Contractor A could not proceed with the work at
the desired speed on account of the reasons explained above and
his request for extension for one year was, therefore, fully justi-
fied. Hence his request was acceded to by the Control Board in
November, 1966.

. It would not, therefore, appear necessary to investigate this
case, decision on which was taken after full consideration of the
relevant issues, by the Farakka Control Board which is the highest
level body for guiding the construction activities.

'[Ministry of Agriculture & Irrigation (Department of Irrigation)
OM. No. 6/2/76-FBP, dated the 29-7-1876.]

Recommendation

The Committee find that as against the contracted rates of
Rs. 11.30, Rs. 12,50 and Rs. 12.43 per 100 cft. for excavation work
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in the Reaches RD 10—68, RD 68—87 and RD 97—103 respectively,
contractor ‘A’ and ‘B’ were paid, ‘ex-gratia’, higher rates of
Rs. 16.50 per 100 cft, for work done during 1969-70 and Rs. 20.65
per 100 cft. for work done during 1970-71 and thereafter. Such

higher rates were paid in spite of the fact that they were clearly
vutside the terms of the relevant contracts.

It is to be noted further that the ‘ex-gratia’ higher rates had
neen recommended by the Inter-Departmental Committee on the
clear stipulation that the same would be ‘admissible only upto the
present extended dates of completion of the respective works and
that if further extensions of time were granted by the General
Manager for reasons considered valid by him, the enhanced rates
would be extended to such periods also, but, in any case, not be-
vond March, 1972 in respect of Contractor ‘A’ and March, 1873 in
the case of Contractor ‘B’. Inspite of this directive, the enhanced
rates were subsequently further extended upto 30th June, 1974 in
the case of Contractor ‘A’ and upto 31st August, 1974, in the case
af contractor ‘B’. Upto October, 1974, the total extra amount paid

i0 the two contractors on account of such subsequent enhancement
of contracted rates was Rs. 2.90 crores,

The Committee fear that from the very beginning the Inter-
Departmental Committee which sanctioned the ‘ex-gratia/ higher
rates ignored the obligation of safeguarding the financial interests
of Government by adherence to the terms of the contracts. It has
been pleaded in extenuation that there was the need for ‘creating
circumstances in which the existing contractors would continue and
complete the balance works by the target date’ This sounds almost
panicky; besides, the contractors did not, in actual practice, adhere
to the extended target date. The effect of the leniency showed by
the Inter-Departmental Committee was further aggravated by the
action of the Project authorities in that the enhanced rates were
extended upto the 30th June, 1974 in the case of contractor ‘A’ and
upto 31st August, 1974 in the case of contractor ‘B’ necessitating

an extra payment of no less than Rs. 2.80 crores, which the Com-
mittee feel should have been avoided.

{S. No. 29, AppendeVII Paras 5.29, 530 & 5.31 of 196th Re-
., port of the P.A.C. (5th Lok Sabha).}
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Action Taken.

'As has been explained in para 4.26 the question of considéring:
payment of ex-gratia rates to Contractors A & B arose only when
these contractors were not prepared to continue with their contracts
on account of the deteriorating law and order situation and labour
unrest in the Project area due to which they were unable to get
the desired output from the machines. In case these contracts were .
rescinded on account of the failure of the contractors to. continue
with the jobs, the tendered rates, if tenders were invited afresh,
were bound to be high from the firms who were considered techni-
eally and financially capable of executing the work in time. More.
over, the contractors A & B might have in that case, gone to the
court for seeking redress which, would have further delayed the
execution of the works. Consequently the Control Board decided
in the larger interests of the Project to get the contractors represen-
tation of higher operational cost and request for relief, examined
in depth by an Inter-Departmental Committee. This Committee
recommended higher rates after it had carried out a thorough study
of the matter and was fully convinced about its justification,

The time limits of 31-3-72 in respeci of contractor ‘A’ and 31-3-73

in respect of contractor ‘B’ as indicated by the Inter-Departmental

Committee in respect of payment of ‘ex-gratia’ higher rates were

based on the consideration that the compleiion of the contracts of

Contractor ‘A’ in respect of reaches RD 19—68 and RD 97—103 and of

‘Contractor ‘B’ in respect of reach RD 6893 wruld, in any case, not
‘extend beyond these dates. This was the best assumption made by
the Committee keeping in view the balance wsorks that remained

‘to be done at the close of the 1969-70 working season i.e. about
10.72 cr. cft. by Contractor ‘A’ and 20.53 cr. cft. by Contractor ‘B’

‘Out of the above quantities, Contractor ‘A’ had [by the due date
'81.3-72] completed most of the 6.89 cr. cft. carried out by him dur-
‘ing 1971-72 working season while the Contractor ‘B’ had completed
~ [upto 31-3-1973] most of the 17.35 er. cft. executed by him upto 1972-
"3 working season. It would thus be seen that about 90 per cent

of the contracted earthwork had been completed by both the con-
tractors within the time limit indicated by the In’cer-DePar'“'nentall
Committee in their report. The reasons for the short-fall were, 35
explained under paras 2.5 and 2.11 on account of non-availability
of land at the village tracks and railway crossings. This was e
yond,'the contrel of the contractors. The progress of the two coo”
 iractors was alto somewhat hampered due to heavy and early rains
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epidemic in contractor’s (Contractor ‘B’) colony in 1973 etc.

As explained in the comments of the Audit Paras as well as
during oral evidence, and in reply to point 16 arising out of oral
evidence, the time extensions to the Contractors A and B were
granted by the Control Board due to conditions which were beyond
the control of these Contractors. Approval to give ex-gratia higher
rates during the extended period of the contracts was also allowed
by Government in consultation with the Ministry of Finance. It
may also be mentioned here that, as already known to the Com-
mittee, Contractor ‘A’ had first declined to resume work during
1973-74 working season for completing the gap portions and he was
damanding much higher rates for earthwork in these isolated

reaches. He was, however, pursuaded to excavate these gaps upto
the water level at the existing rates.

It will be seen that though time extensions for completing the
work and extensions for payment of ex-gratia rates were given to
the Contractors by the Government in the over-all interest of the
Project, the rates paid to the contractors were the same as recom-
mended by the Inter-Departmental Committee inspite of insistence
by the contractors for paying still higher rates, and, therefore,
there was no extra expenditure than what Government was already
committed to pay had the earthwork been completed within the
time limit and which the contractors could not unfortunately
execute due to reasons beyond their control, as explained above.

[Ministry of Agriculture and Irrigation (Department of
Irrigation) O.M. No, 6|2|76-FBP dated 29-7-76 and 24-1-77]

Recommendation

The Committee would like to mention that stores and materials
worth lakhs of rupees were issued to the contractors at Depart-
mental issue rates which are stated to include storage and
departmental charges. During evidence, the representative of the
Ministry explained that the bulk of such materials comprised POL
and that the contractors were charged rates higher than the rates
of diesel oil or petrol at the nearby petrol stations. In respect of
other materials supplied to the contractors, the representative of
the Ministry stated that the contractors were charged 10 per cent
more than the normal rate. Asked as to whether the issue of mate-
rials and spare parts at departmental rates plus 10 per cent was not
a concession to the contractors as compared to.the rates in the
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market, the representative of the Ministry, instead of confirming
or denying the position, stated that this issue of spare parts or
machines was in the interest of Government, as by such issue Gov-
ernment were assured of the use of genuine material by thle con-
tractors, thus avoiding the use of fake stuff which might damage
the equipment. The Committde are perturbed that Government
chose to deal with apparently unprincipled businessmen even in
the case of national projects of Paramount value to the country.

Since, as pointed out by the Chief Engineer of the Project him-
self, the procurement and selection of machinery eic. was entirely
the concern of the contractors themselves. it ig evident that the
issulg to the contractors of materials and stores from the Stores of
the Department was in itself a big concession to the contractors.
Even so, this concession to the contractors was not taken into
account by the Inter-Departmental Commitiee while examining
their claims for rates higher than the contracted rates outside the
terms of their contracts. The Committee are of the view that the
Inter-Departmental Committee have, by a series of decisions, in-
vited, on themselves, a suspicion of dereliction of duty which should
be cleared by Government with a view to suitable action, if called
for, in the matter.

[S. No. 30, Appendix-VII, Paras 5.32 and 5.33 of 196th
Report of the P.A.C. (5th Lok Sabha).]

Action Taken

The spare parts issued by the Department were meant to be
used mainly on the departmental equipment loaned out to the con-
tractor which was in accordance with the common practice adopted
on projects. Most of these spare paris were imported and if Con-
tractors were to arrange these spare parts their import would have
taken time. On the other hand, if these were purchased from the
open market, their genuineness would have been doubtful and
could have affected the progress of work which was of vital im-
portance.

The statement of the Chief Engineer of the Project in regard to
the procurement of machinery etc. was in the context of giving
-extension to the contractor “A” beyond 30-6-68 and is not related
to the issue of materials and stores which was considered necessary
in the interest of Department and cannot, therefore, be taken as a
concession to the Contractor. Moreover Government'’s interest was
“tully safeguarded in fixing the issue rates, ’
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Government consider that the recommendation of the Inter-
Departmental Committee which comprised senior engineers and
officers were based on all the relevant considerations keeping in
view the larger interests of the Project. These recommendations
were duly considered by the (Government before acceptance,

[Ministry of Agriculture and Irrigation (Department of
Irrigation) O.M. No. 6!2/76-FBP dated 29-7-76.]

Recommendation

The Committee disapprove of the leisurely and lukewarm man-
ner in which the whole case of arbitration of the so-called dispute
vefween the contractor ‘A’ and the Project authorities was handled
by Government. In March 1971, when the cortiractor conveyed
his acceptance of enhancement of rates (as decided by the Special
Committee), for earthwork done during 1969-70 and thereafter, and
hig letter was conspicously silent about his reaction to the rejection
by the said Committee of his claim for the period January, 1966 to
September 1969, the situation required that before making any pay-
ment Government should have secured from him clear written

confirmation of the position in respect of the period January, 1966,
to September, 1969

[S. No. 31, Appendix-VII. Para 6.21 of 196th Report of
the P.A.C. (5th Lok Sabha).]

Action Taken

In the erstwhile Ministry of Irrigation and Power letter No. 1/28|
70-FBP dated the 11th March, 1971, while conveying sanction to the
ex-gratia payment to Contractor ‘A’ and ‘B’ in respect of actual
earthwork done by each during 196Y-70 season, 1970-71 season and
further, it was provided that “the contractors agree in writing that
these payments will be in full and final settlement in respect of
‘hese items arising out of the respective contracts”. It wag also
mentioned in this very letter that the claims of the contractors ror
the period prior to September, 1969, were rejected.

The firm gave an undertaking that they were accepting in full
and final settlement payments in respect of claims for the enhance-
ment of rates for the earthwork done from 1969-70 season onwards.

In this respect it may be stated that subsequently in a similar
case when an un-ambiguous undertaking had been obtained, it was
held that such disputes had arisen out of or in relation to the con-
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wact and are referable to the arbi‘ration under clause 25 of the
Contract Agreement which is wide enough.

[Ministry of Agriculture and Irrigation (Department of
Irrigation) O.M. No. 6(2{76-FBP dated 28-7-76.}

Recommendation

In so far as the pleadings before the arbitrator are concerned,
1t is surprising that the reasonableness or otherwise of the quan‘um
of compensation demanded by the contractor was not posed into by
the government side at all. No oral evidence was led before the
arbitraior, and no reasons seem to have been recorded in justifica-
tion of such an omission. Also, no counter-claims were made by
Government on account of the concessions extended to the contrac-
tor inspite of his failure to adhere to the time schedule. There were
ether facililies, like use of government machinery etc. given to the
contractor which too should have been put forward before the Arbi-
trator, in order to have the amount of award suitably reduced if not
completely negated. The loss suffered by government on account
of the contractor arbitrarily stopping work and causing delay and
eost ascalation was another point that should have been pressed
strongly before the arbitrator by way of counter-claim, but it was
not done. The contractual obligation of the contractor to take up
additional excavation work at old rates, which the contractor failed
to fulfil and Government did not enforce, gave another, valuable
advantage to the contractor. No counter-claim on this account also
was made bhefore the Arbitrator. The Committee feel strongly that
Government’s defence was not resolutely, or even properly conduct-

ed.

[S. No. 33, Appendix-VIIL. Para 6.23 of 196th Report of
the P.A.C. (5th Lok Sabha)]

Action Taken

The department took a firm stand before the arbitrator that the
contractor was not entitled to any relief or compensation in respect
of the work done by him between January, 1966, to September, 1969
and that contractor's claim was not tenable as per terms and condi-
tions of the contract. The department did not enter into any argu-
ment about the reasonableness or otherwise of the quantum of
compensation’ demanded by the contractor as by doing that an
impression would have been created that the department was on'ly
disputing the reasonableness of the quantum of compensation while
accepting, in principle, the justification thereof.
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It was considered advisable by our counsel that in the absence
of any oral evidence on the part of the claimants, there was ne
necessity on the part of the defendants to refute the claim by oral
evidence. It may be mentioned that in any arbitration case, it is
for the claimants to substantiate their claim either by oral or docu-
mentary evidence. But as the claimants in this case chose not to
lead any oral evidence (they perhaps thought that the documents
submitted by them will speak for themselves), the defendants also
thought it proper not to adduce any oral evidence. As such, the
whole matter was allowed to procced on the basis of statement and

counter-statement to be backed by the documentary evidence of
both sides.

The time extensions were granted to the contractor in eonside-
ration of the hindrances and the difficulties faced by him at site
and which were considered to be beyond his reasonable control.
Thie facilities extended to the contraclor such as payment, issue of
P.O.L.. spares and hiring out of departmental machinery were pro-
moted by the anxiety to complete the 'vork as quickly as possible.
Besides. since these facilities were not provided gratis and were

charged to the contractor according to the rules of the Department
they cannot in true sense be termed as concessions.

The work was kept suspended by the contractor in the beginning
of 1970-71 working season only whereas the dispute in question was
for the period prior to September. 1969. As such projeciion of these
factors before the arbitrator was not relevant. Further when the
claim of the contractor before the arbitrator was for compensation
for the loss sustained by him in executing the earthwork covered
in his original tender at his tendered rate, putling counter-claim
before the arbitrator for failure on the part of the contractor te
take up additional work at his old tendered rates, especially when
their tender rate had already teen enhanced bv the Government
from the working season of 1969-70, after due considera‘ion of the
pros and cons, did not carry conviction.

[Ministry of Agriculture and Irrigation (Department of
Irrigation) O.M. No. 6/2!76-FBP dated 29-7-76]

Recommendation

6.24. As far as the award of the arbitrator is concerned, the Com-
mittee would draw attention to the opinion expressed by the Joint
Secretary and Legal Adviser in the Calcutta Branch Secretariat of
the Ministry of Law, namely that “the arbitrator ought not to
have relied solely on the statements furnished by the contra-tor in
support of these claims in the absence of any oral evidence affirm-
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ing the correctness of the contents of such statements.” The same
efficial has also referred to the judgement reported in A.LR. 1955,
Supreme Court, Page 468 and stated that “the present award seems
to be a flagrant case where the arbitrator has misapplied the law to
give a perverse award.”

6.25. In spite of the position as stated above, government decided
not to pursue the objection petition against the award of the arbitra-
tor filed by them in the Court of the Subordinate Judge, Murshidabzd,
but preferred to pay off the awarded amount to the claimant. The
Committec are of the view that the conduct of the case was entirely
mismanaged. Government should review the whole notier and fix
responsibility for lapses made in course of the reference of the so-
called dispute to urbitration and the presentation of Government's
case before the arbitrator, with a view to suitable activn against
those found guilty of dereliction of duty at various levels. Reference
to arbitration without careful examination of the implications and
indifferent organisation of Government’s defence jn cases involving
the financial interests and also the reputation of the State must not
be allowed to recur. Since, on the evidence before the Committee,
the services of the law officers of Government do not appear to have
been available efficiently and expeditiously in this unfortunate case,
the Committee wish Government to look into this aspect of the
matter and take all appropriate action.’

[S. No. 34 (Para 6.24 and 6.25) of Appendix VII to the 196th Report
(5th Lok Sabha) |

Action taken

(By the Ministry of Law, Justice and Company Affairs)
(Department of Legal Affairs)

After bestowing careful and earnest consideration on the entire
matter, it is considered thut the advice tendered by this Ministry in
this matter on different occasions was in accordance with law and
in the best interest of Government. The arbitration clause viz.
clause 25 of the agreement is of a very wide amplitude and would
certainly take in the dispute agitated by the contractor. Had the
contractor’s request for referring the matter to arbitration not been
granted, it would have involved the Union of India in avoidable
litigation and the court might have appointed an Arbitrator other
than a Government servant. The advice of the Law Secretary gd—
vising the Government to accept the award is in consonance with
the well established legal position fortified by a catena of Supreme
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Court authorities. Mention may be made of the following authorities
is this behalf:—

1. Union of India v. Bungo Steel Furniture (P) Ltd. AIR 1967
Supreme Court

1032—(1967) 1 S.C.R. 324,

2. M/s. Allen Berry & Co. (Private) Ltd. v. Union of India
AIR 1971 Supreme Court 696.

3. Upper Ganges Valley Electricity Supply Co. Ltd. v. The
U.P. Electricty Board AIR 1973 Supreme Court 683.

2. It was a case of an unrcasoned award in which there was no
material to establish the misconduct, legal or otherwise, on the puait
of the Arbitrator. Nor could the award be successfully assciled on
the ground of an error of law uppurent on the face of it. In this
connection it would be apt to point out that it has been consistently
taid down by the Supreme Court in numerous cases including the
cases referred to hereinabove that when the award is good on the
face of it, it will not be set aside even when an arbitrator commits
mistake either in law or in fact in determining the matters referred
to him and that if any surch mistake does not appe:r on the face of
the award or in a document appended to or incorporated in it so us

w form part of the award, the award will neither be remitted nor
set aside notwithstanding the mistake.

3. The inescapable conclusion would, therefore, be that the advice
tendered by the Law Secretary was not only legally nexception-
able but the same was also in the best interest of the Government.
The course other than the one indicated by the Law Secretary would
have imposed further financial burden on the Government which
cun by no means be regarded as insubstantial,

4. It may incidently be mentioned that the Branch Secretariat,
Caleutta, had also clearly indicated that there is .. remote possibility
that the court may interfere and set aside the award. While ex-
pressing this view, it had also been pointed out that the award could
nnt have been given by the Arbitritor unless he misapplied law and
*hat this fact is not apparent on the face of the award.

5. The incontrovertible factual position obtaining in this case is,,
that this Ministry had neither been consulted in the matter of
engagement of the counsel nor had ever been ossociated directly or
indirectly with the defence/handling of the matter b fore the
Arbitrator. In view thereof, the irresistible conclusion ig that no
responsibility whatever can conceivably be attributed to the Minis-
try of Law and Justice in this behalf.
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6. Notwithstanding the position indicated hereinabove, suitable

instructions have been issued to the administrative Ministries/De-
partments in view of the observations made by the P.A.C. Copy of

these instructions is also being furnished to the Lok Sabha Secre-
tariat. (Annexure III),

[Legislative Deptt. O.M. No. G-25015(1)/76-B&A, dated 11-8-76}

ANNEXURE 111
No. F. 50(3)/76-Judl,
Government of India

(Bharat Sarkar)

Ministry of Law, Justice and Company Affairs
(Vidhi, Nyaya Aur Kampani Karya Mantralaya)
Department of Legal Affairs
(Vidhi Karya Vibhag)

L] L 4 [ L

New Delhi, the 15th July, 1978.
OFFICE MEMORANDUM

Subject:—Procedure for processing of litigation matters to whick
Central Government i a party.

Under the Government of India (Allocation of Business) Rules,
1961, giving of advice to Ministries/Departments of the Government
of India on legal matters, including interpretation of laws, legal pro-
ceedings and conveyancing, has been assigned to the Department of
Legal Affairs of this Ministry. Legal issueg of a complicated or
ticklish nature might often arise during the course of litigation be-
fore a court, Arbitrator or other quasi-judicial body or Tribunal and
it is of utmost importance that the interests of the Central Govern-
ment in such matters should be adequately protected by invariably
consulting this Department at all stages. Instances have come to
notice where Ministries/Departments have not followed this proce-
dure. The Public Accounts Committee, Fifth Lok Sabha (1975-76)
in its One Hundred and Ninety-sixth Report of Farakka Barrage
Project has adversely commented on the failure of the administra-
tive Ministry to consult this Department as it should have normally
done, and have desired the Government to look into thig aspect of
the matter and take all appropriate action.

2. With a view to eliminating recurrence of such lapses and
adverse criticism in future, all the Ministries/Departments of the
Government of India are requested to invariably seek the advice of
this Department or its Branch Secretariats at Bombay, Calcutta and
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Madras at every stage of legal proceedings before a court, Arbitrator
or other quasi-judicial Tribunal and act according to such legal

advice. This would apply even to cases where the processing of the
case before a court or an Arbitrator has been entrusted to the Gov-

ernment counsel by the administrative Ministry/Department concer-
ned direct.

3. Ministry of Home Affairs etc. are requested to issue suitable

instructions to all concerned including their attached and subordi-
nate offices accordingly.

(P. G. GOKHALE)
Secretary to the Government of India.
To
1. All Ministries/Departments.
2. Branch Secretariats Bombay, Calcutta and Madras.

3. All Officers and Sections in the Department of Legal Affairs
and Legislative Department.

Action taken

By the Ministry of Agriculture and Irrigation,
(Department of irrigation)

For the defence of the Government case Shri A. B. Ghoshal
Superintending Engineer, Canal Circle, Farakka Barrage Project and
the Executive Engineer, Feeder Canal Division, Farakka Barrage
Project, the officers who were connected with the work of execution
of the Feeder Canal and who had thorough knowledge of the case
were entrusted with the defence of the case on behalf of the Gov-
ernment before the sole arbitrator. The services of Shri L. N.
Mukherjee, Advocate and Government Pleader, whose name was
sponsored by Government Pleader, Berhampore, through the District
Magistrate, Murshidabad, was engaged by the Project in October,
1968, to help the project authorities in presenting the case. A study
of the case has been done and it is considered that the officer con-
cerned, while presenting the case for the Project, took all precautions
to safeguard the interest of the Government in presenting the
case in the best possible manner. Senior Officers and legal adviser
were present on all the important hearings and the case was pre-
pared under their direct supervision. However, as this was the first
major case of arbitration in the Project the award was received,
the whole matter was reviewed and the instructions to gafeguard
Government'’s interest have been issued as indicated in reply to

para 6.22. These instructions are being reviewed from time to time.
20699 1.S—8.
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Apart from the instructions contained in the erstwhile Ministry
of Irrigation & Power’s O.M. No. 7(20)/73-IF, dated 14-8-73, regard-
ing the appointment of arbitratorg in cases of arbitration, the arbitra-
tion clause in the contract agreement has since been modified to
provide for a speaking award in cases where the amount of claims
exceeded Rs. 50,000/-. The other amendment provides for the award
not to carry any interest. Since then, contracts entered into by
the Project are based on the amended form contract agreement,

On the basis ¢f the documents available and other relevant facts
of the case, it is observed that the concerned officers had taken
all reasonable care to safeguard the interests of the Government and
conduct the cases to the best of their abilities. No malafide intention
on the part of anyv Government official has come to the notice while
going through the records. No doubt, this was the first major
case for arbitration and the project officers were handling it for
the first time. The entire team of officers was geared to the work
of completing the Farakka Barrage and the fecder canal according
to the tirgets. Inspite of this, the senior Officers were present in
all the hearings to supervise the presentation of the case in the best
possible way. The execution of the Farakka Barrage and the
Feeder ('anal, as the Committee are aware is a great engincering
feat. All the officers. workers and technicians have gained most
valuable experience which will, no doubt, prove to be extremely
useful, fn future, while implementing such large projects. It is,
therefore, urged that the Committee may take a brocder view of
the matter. It is difficult to fix the responsibility on the basis of
available records. Further, the Government has since taken all
possible measures, on the basis of experience of Farakka, and re-
viewed the entire matter relating to arbitration awards as ex-
plained above. Taking into consideration these facts and also the
effect of such an enquiry on the future programmes for implemen-
tation of such unique project, it may not be desirable to conduct
enquiry into the matter.

[Ministry of Agriculture and Irrigation (Department of Irri-
gation) O.M. No. 6/2/76-FBP, dated 29-7-76.]

Recommendation

In the matter of the operation of Dredgers at Calcutta Port, the
Public Accounts Committee had only last year, in their 175th Re-
port on Calcutta Port Trust made their comments on the low utili-
sation of Dredgers, owned by the Port. Drawing attention to the
reports of two Experts Committees on the subject, the Committee
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“had pointed out that within the Dock system the hours worked by
Dredgers during 1965-66 totalled only 6,788 as against the total
time of 60,000 hours available for the dredging if the dredgers
worked round the clock, and 20,000 hours an eight hour shift basis.
Further it was not at all a happy situation that against a norm of
5.200 hours of working per annum by a dredger, as suggested by the
Dredger Utilisation on Committee (1972-73) the time worked by
the River Dredgers at Calcutta Port ranged between 600 and 2,151
hours in 1973-74, the actual dredging time being between only 300
and 1.203 hours. Now as a result of improvement on account of
Farakka Waters flowing in. ships of bigger draughts are expected
to be handled at Calcutta. with better provision of deep water near
the Dock, the Committee trust that substantially better, if not full,
utilisation will be made of the Dredgers operated by the Calcutta
Port. The Committee desire that all the dredging requirements
of not only Calcutta but also Haldia will be met by existing fleet
of Dredgers without requiring any addition to their number, Bet-
ween Calecutta and Haldia the entire port complex, rejuvenated and
rencvated by the Farakka construction, should play the dynamic
role expected of it in the context of our developing economy.

[S. No. 38 Para No. 7.52 of 196th Report of the Public Accounts
Committee (5th Lok Sabha).]

Action Taken

The recommendations of the Committee have been noted by the
Calcutta Port Trust for appropriate action.

It may however be mentioned that while it may be possible for
the C.P.T. to meet the requirements of Dock dredging without any
addition to their existing fleet, the requirement of river dredging,
both below and above Haldia, will be dependent upon the develop-
ment and stabilisation of shipping channel, completion of all cor-
rective works, quantum and pattern of head water flows etc.

[Ministry of Shipping & Transport (Transport Wing)
O.M. No. PGA-7/76, dated June 7, 1976.]

Recommendation

When the Study Group of the Committee visited Farakka they
were given to understand that the navigational locks at Farakka are
yet to be completed. According to the audit report the major
expenditure on account of navigational facilities (Rs. 13.00 crores
out of Rs. 19.06 crores) is yet to be incurred as part of the Farakka
Project. From the experience of the construction of the Feeder
canal, the Committee fear that unless the Government of India and
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the ‘Project authorities are vigilant this work may also. get unduly
delayed and the benefit to the nation of heavy investments already
made may be jeopardised. The Committee recommended that a
programme for the completion of the comstruction programme not
only at Farakka but also upstream to Patna and Allahabad should
be drawn up in consultation with all relevant authorities,

[S. No. 42 Appendix VII, para 8.14 of 196th Report of PAC
(5th Lok Sabha).]

Action Taken

A Review Committee has been appointed on 26th September,
1975 by the Department of Irrigation to review the progress of the
remaining works of the Farakka Barrage Project. In its first meet-
ing held on 14th November, 1975 the Review Committee desired
that the Inland Water Transport Directorate should give its imme-
diate and projected requirements for the remaining navigation
works and also advise on the framing of rules for navigation, navi-
gational aids, levying of toll tax, etc. To achieve this, a working
group consisting of representatives of Inland Water Transport
Directorate, Government of West Bengal, Govt. of Bihar, Calcutta
Port Trust, Farakka Barrage Project and Central Water Commis-
sion has been set up on 16th February 1976. The Group had one
meeting on 19th and 20th March, 1976 in which the representative
of Government of West Bengal informed that a Law Commission
appointed by his Government was examining the legal issues con-
cerned with navigation and toll tax. The Working Group has
requested the Calcutta Port Trust on 19th April, 1976 to prepare
detailed requirements of men and materials required to manage
nevigation at Farakka and also in the reach between Calcutta and
Farakka for operation of locks and maintaining other arrangements.
Another meeting of the Group was held on 23rd and 24th July,
1976, the minutes of which are awaited. Next meeting of the
Working Group will be held as soon as reports of the National
Council of Applied and Economic Research regarding traffic study,
of the Calcutta Port Trust on requirements of navigation and of
the Law Commission appointed by the Government of West Bengal
are received.

[Ministry of Shipping and Transport (ILW.T. Directorate)
O.M. No| 28-IWT (5) /76-P&W dated the 5th August, 1976].

‘Recommendation

‘The Committee feel that the magnificence of the Barrage con-
struction, the fascinating sight of water flowing through the Feeder



111

‘Canal and the enchanting greenery all around the area, provide
the natural as well as man-made background for the development
<of the area into an attractive tourist resort which could, in due
course, grow into sizeable source of earnings even of foreigu ex-
change through. tourists from other countries. The Committee de-
sire that the schemes already made by the State Government in
this regard should be examined and all essential assistance should
be given to them by 'the Central Government also.

[S. No. 46 in Appendix VII, para 8.24 of the 196th Report
of PAC (5th Lok Sabha)].

Action Taken

During the Fourth Five Year Plan, the State Government had
Tequested the Central Government to set up a camping site at
Farakka; thig was the only scheme in the complex forwarded to
the Central Government for their consideration. Due to the severe
constraint on resources, a large number of schemes of the Central
Governmernt of Tourism including the programme for construction
of camping sites had to be dropped. The Central Department of
"Tourism could not therefore undertake the construction of the camp-
ing siie at Farakka.

During the Fifth Five Year Plan priorities have had to be revis-
ed. Due to the low priority of this project, which would be pri-
marily for the use of domestic tourists, the Central Department of
Tourism is not able 1o include it in its programme.

[Ministry of Tourism and Civil Aviation O.M. No. H. 11013
(13) /75-A.111-Tourism dated 15-7-1976.]
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APPENDIX

Main conclusions/Recommendations

S No. Para No.
1 2
I. 1o

Ministry/Department
councerned

Recommendation

3

Agriculture & Irrigation

1

The Committee are unhappy that Government do not appear to
share their grave concern ove: the delays tha. have taken place and
the implications that have flowed thercfrom. It is senseless to cry
over spilt milk but it is always wise to learn from ecxperience.
While recognising. of course, some force in the reasons for the delay
that Government’s reply indicates, the Committee cannot avoid an
impression of near-complacency over the issue. The fact of detail-
ed survevs having #o be made is not contestable, but this require-
ment was by no means unknown when in 1961 and again in 1969,
clear-cut projections were made. Indeed, Dr. Lackner’'s opinion was
elicited and the Bose Committee repor.ed much before 1665.
Credit will be ungrudginglvy given for having at ladt completed “by
far the largest irrigation-cum-navigation canal” in the country, but
this should not extend to unqualified exoneration of a certain
failure, which was not inevitable, to anticipate the required pace of
construction and concomitant problems. Government are oorrea
in stressing flexibility as an element in construction of the magni-
tude and complexity of Farakka, but long deferment of presumably
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well thought-out target dates cannot be justified on the plea of
flexibility. The Commitiee have great confidence in our own en-
gineers and other Scientific-technical personnel, and that is exactly
why it is a mattdr of concern that delays and defaults were not, to
the extent possible, avoided.

The Committee are constrained to reiterate that Government
should do well to acknowledge the fact of delay being at least, in
part, due to deficiencies in the organisation of werk on such a vital
national project. A gap of some two years betwcen the barrage
becoming operational and the canal being constructed is a serious
matter. The three-year procrestination over tenders (1964—87) can
hardly be explained away by acute financial diringency allegedly
occasioned (May 1966) by the 1965 war with Pakistan. The Com-
mittee are of the view that the delays referred to, while not in-
explicable, were at the same time not “unavoidable”.

The Committee would urge Governmeni to assure them about
“efforts” reportedly “made to remove the bottlenecks” which had
been noticed and commented upon in their Report. The Committee
fear also that the fact of there being “high level control”, which
in such large projects may be imperative, appears sometimes to
be a justification for dragging out decisions. With the expertise at
its command, Government should be in a position to work out ways
and means of co-ordinated direction of projects with many inter-
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related facets of responsibility. The experience garnered from this
“unique” construction should thus, the Committee urge, be care-
fully analysed and all essential deductions correctly drawn for

future guidance.

The Committee find it difficult to appreciate that in spite of the
1965 decision, reiterating an earlier one of 1961, about completing
the project by 1970-71, Government could not sort out the problems
posed by the Railways in 1966, and even after getting the position
clear by 1968, could not make much headway till 1971. In spite of
it sounding ‘tedious, the Committee consider this to be evidence of
an unfortunate inability to go ahead with the project at the pace

that was called for.

At the time of presentation of their original Report (196h Re-
port—5th Lok Sabha), the Committec were informed that out of
2,800 workers, about 2,000 were either expected to be or had already
been absorbed in maintenance duties, implying thereby that the
problem of re-absorption related only to tHe remaining 800 emplo-
yees. In the reply now furnished to the Committee, it is stated that
it has been possible to provide alternative jobs to about 1000 em-
ployees and, workers, but the total picture is vague and the Com-
mittee do not know the number of employees who are faced with
the problem of retrenchment and have no alternative jobs. The
Committee would like an assurance from Government that no
employee or worker of the Project would be retrenched without
alternative employment being offered to him. The exact number
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of employees who worked on the Project, the number so far absorp-
ed in maintenance works of the Project, the number also absorbed
in alternative jobs and the position in respect of the remaining em-
ployees needs to be clearly put on record.

The Committee find that specific and concrete points raised in
their report remain unanswered. For some reason no notice even
appears to have been taken of the Committee’s impression clearly
conveyed in their report, that the workers’' resentment of advan-
tages offered to contractors could perhaps have been utilised in a
socially beneficent direction and their enthusiasm enlisted in work
done directly by and for Government. The Committee note also
that their analysis of the “labour troubles” listed by Government

is apparently ignored. These are issues on which the Committee
would require satisfaction.

The Committee would like Government to be somewhat more
forthcoming than merely to intimate that their recommendation
had been “noted”. While this may have a certain connotation, a
more positive indication of Government’s agreement with the Com-
mittee on principle—if thot is really the case—would be welcome.

The Committee find that while noting their suggestion and stat-
ing that a sizeable portion of the remaining work at Farakka was
being carried out departmentally, Government justify their basic
decision to entrust the work of excavation to private contractors
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rather than to departmental agencies for which the Committee had,
in general, expressed their preference. One of the arguments ad-
vanced is that on all such projects in the country excavation work
of canals is generally done through contractors. If the implica-
tion of this argument is that departmental execution is proposed to
be encouraged only in respect of works other than excavation, the
Committee would remind Government about the observations of
Audit* on the slow progres of excavation work by contractors ‘A’
and ‘B’ at Farakka in spite of substantial financial and materia)
help to them outside the terms of their contracts as well as the
persistent demand of contractor ‘A’ for enhancement of rates and
consequent delay in the completion of the work. It appears to
the Committee that Government exaggerate their fears regarding
alleged difficulties in getting such works executed departmenally.
The Committee reiterate their view that in the case of the excava-
tion of Farakka Feeder Canal, there was inadequate realisation of
the position on the part of the Project authorities when they made
their choice against ‘“departmental excavation” and in favour of
“excavation through contractors”. Government should, in the
Committees view, earnestly apply their mind to this question and
with greater confidence in the capability of their own agencies
build expeditiously the requisite departmental machinery so that
the present dependence on private contractors, whose conduct in
various ways is found detrimental not only to execution of project
but also to the general health of our economy, is drastically mini-

mised.

_————

*Paragraph 5.1 of 196th Report of PAC (5th Lok Sabha).
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The Committee are unhappy that Government in this case ap-
pear almost to be at the mercy of recalcitrant contractors and in
constant fear of legal proceedings even where they have a cast-
iron case. While some judicious compromises with defaulting con-
tractors in the course of a lengthy and intricate construction pro-
gramme are advisable, it is neither right nor prudent to truckle
down to unreasonable demands. In the case of contraetor ‘C’,
whose conduct seems to the Committee to be egregious, a penal
clause, put in for use in a contingency and not merely as a matter
of form, could not be invoked on account of Government's fear of
prolonged litigation that might follow. If such predicaments arise,
there must be something very wrong in the entire paraphernalia
of legal safeguards intended to ensure performance of contracts
entered into with Government. The Committee would urge Gov-
ernment to study the position wih same earnestness and arrive at
a principled decision to be enforced, by and large, in similar situa-

tions which are bound to multiply with the increased pace of con-
struction work in the country.

The Committee note that after allotment in 1969 of excavation
work to contractor ‘A’ in the reach RD 97-103 (with an undertaking
by the contractor to execute after June, 1970, another 15 crore cft.
of earthwork in the adjoining reach RD 103-126 on the same terms
and conditions), the working conditions on the Project deterio-



rated, as a result of which higher rates had ultimately to be paid
to the Contractor given for the work in the reach RD 97-103. As
stated in para 5.13 of the original Report (viz. 196th Report—Sth
Lok Sabha) of the Committee, the position about payment of
higher rates to the contractors, to whom the work was awarded in
the above-mentioned reaches was as follows: —

Name of reach & con-  Original rate accep- Higher rate paid ex-  Higher rate paid ex.

tractor te 1 by the contractor  gratia for work done  gratfa for work dorie
during 1a6g-j0 during 1970-71 and
thereafter
RD 97-103:
Contractor ‘A’ Rs. 12743 pertooef  Re 16-50 Rs. 20- 65
fin Apr. *69)
RD 102-126:
Contractor ‘(2 Rs. 11- 75 per 1o Left the work after completing only 1-26
cft. fin Dec.'67) crores cft. out of 21- 50 crores cft. Actally
paid a rate of Rs. 1088 per 100 cft.
Contractor ‘A" | . Rs. 21 soper1oocft Paid at the contracterd rate,

(in January ‘71)

It will be seen that the unfinished work of contractor ‘C’ in the
reach 103-126 was subsequently allotted to contracor ‘A’ himself,
but at a higher rate than the ex-gratia rate of Rs. 20.65 per 100 cft.
allowed to him in respect of work in RD 97-103 during 1970-71 and
thereafter. The Committee are not at all convinced by the expla-
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nation of the Ministry that even when the continuance of the old
contract in the reach RD 97-103 had become doubtful and it was
not possible to persuade or influence the contractor te continue
work in that reach in conformity with the existing contract, the
possibility of his agreeing to take on another 15 crore cft. at the
1969 contract rates for the reach RD 103-126 was out of question.
The fact that the unfinished work in the reach 103-126 was actually
awarded to and executed by contractor ‘A’ after January, 1971,
clearly shows that it was only a question of rates and not of ability
or willingness of contractor ‘A’ to do the work.

As regards the question of rates, the Committec see no reason
as to why the same could not have been sorted out with contractor
‘A’ by making him some ex-gratia payment in respect of the reach
RD 103-126 on the same scale as was done in respect of the reach
RD 97-103 (viz. Rs. 22.65 per 100 cft), instead of awarding the
former work to him at a rate of Rs. 21.5) per 100 cft. This is an
instance of the lack of firmness and tact on the part of the Project
authorities who failed not only to insist on the contractor acting as
he had agreed to earlier but also conferred on him an additional
bonanza of 85 paise per 100 cft. on about 20.25 crore cft. of work
in the reaches RD 103-126. The Committee cannot countenance
such default and would urge Government to have the position
lovked into.
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The Cominittee regret that in the name of “the overall situation
on the project” and “the necessity of completing the project at the
earliest possible time”, Government appear to have shut its eyes to
defaults objectively pointed out in the award of contracts. The
plea would have perhaps been better taken if prolonged delay in
execution had actually been avoided. The Committee can only
express the hope that Government would in future show a wiser
and more workmanlike approach to national construction projects.

The Committec note that their cuiaestion for further investigation
of the case relating to grant of further extension to contractor ‘A’
bevond 30th June, 1968 in respect of the excavation work in the reach
RD 10-68, has not found favour with Gevernment. The reasons ad-
vanced are that the first extension from March, 1968 {o June, 1968
was granted on account of delav in the issue of the work order
after finalication of the contract conditions hy the Negotiation Com-
mittee, that the contractor was finding difficulties in spite of some
departmental equipment having been lent {o him, and that the
Chief Engineer who was fullv competeat o srant or refuse the ex-
tengion had forwarded the case for the consideration of the Control
Board without giving any positive recommendation of his own. The
Committee are not convinced bv this argument. As stated in their
original recommendation. the pipars relating to the relevant meei-
ing of the Control Board (where extension was granted beyond
June. 1968) revealed tha* the Chief Engincer had specifically men-
tioned that “an extension from March to June, 1968 had already been
granted to the firm in consideration of their difficulties in arrang-

121



1 2 3
13 1°48 Agriculture & Igsigation
14 1°51 Do,

ing the machinery” and “hence no further extension can be given”.
The Chief Engineer had also recorded that procurement and selection
of machinery was entirely the concerp of the contractor. The
Committee are surprised that in spite of the clear and categoric re-
marks of ‘this Chief Engineer in the agenda papers relating to the
relevant meeting of the Control Board, the,k only reasons left on
record for granting further extension were “difficulties explained
by the firm as reported in the agenda papers”. Surprisingly, even
the question of the imposition of some penaity on the contractor
was not at all discussed. The Committee cannot therefore help the
view that undue favour had been shown to contractor ‘A’ and that
this is a fit case requiring further probe for fixation of responsibility
for what appears to be anomalous conduct. They reiterate their
original recommendation and expect intimation in due course about
the enquiries made in the matter and the results thereof.

The Committee wish to refer back to their earlier observations
on analogous cases and to reiterate their unhappiness @t Government
finding itself virtually in a position where there was no alternative,
in Government's view, to yielding to the contractors’ ecscalating
demands. This is a situation which, being likely to recur at other
big construction sites, should be carefully analysed and all precau-
tionary measures adopted.

The Committee regret that they would require further to be
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satisfied that the issue of materials and stores to the contractors
from the Department’s own stores did not amount to a concession
which was not to be expected in the usual course by the contractors.
In view of ‘the indulgence with v/hich the contractor’s inflated claims
appear often to have been granted, the Committee would like to
know the position in clearer detail before they can appreciate Gov-

ernment’s viewpoint.

The Committee are surprised to note that the above-quoted reply
of the Ministry is completely silent as to the reasons for not having
obtained a written undertaking from contractor ‘A’ that the rejection
by the Special Committee of his claim for the period January, 1966
to September, 1969 was acceptable to him. The Ministry appear to
have taken shelter behind the position that in a similar case when
an unambiguous undertaking had been obtained it was held that
such' disputes were referable to arbiiration under Clause 25 of the
Contract Agreement. In the absence of full details of the case and
of its being comparable with the instant issue, the Committe: would
not like to make any positive observations, but they can hardly con-
ceive that the contractor, even in arbitration, could succeed in get-
ting any additional payments for the period from January 1966 to
September 1969, if he had given a written undertaking that the re-
jection of his claim by the Special Committee for tne said period was
acceptable to him. There is need, therefore, for a further probe
with a view to fixation of responsibility for the lapses, if any, in-
volved in the matter and early intimation of the results to the Com-

mittee.
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) The Committee are perplexed by Government's claiming to take

a firm stand b_efore .the arbitrator and yet displaying a kind of
listlessneks and inefficiency which must, in the country’s interest,
be shed. It cannot be that Government do not know that while
denying a party’s claim to compensation altogether, it is entirely
open in law (and often practically useful) to add to the denial an
alternative pleading, made without prejudice, regarding the patent-
ly unreasonable quantum of the compensation demand. The Com-
mittee cannot also understand why positive oral evidence, which
was very much there, had not been led by Government when it was
likely to fortify Government’s case. The plea that the claimant, on
his part, had no oral evidence to offer cannot justify Government's
remissness in this regard. It is strange also to see Government
going out of the way to aver that the provision of many valued
facilities to the contractors (who are found to be recalcitrant) did
not amount to “concessions” since they were covered by departmental
rules. Where the contractors are given all reasonable assistance to
get on with their work, Government should make surz that the
generosity is properly reciprocated, which clearly has not happened
in this case. The Committee cannot appreciate Government’s luke-
warm attitude towards its own rights and the clearly defeatist ap-
proach shown in this and other episodes examined by them.

The Committee have been more than ready and willing to take,
as Government urge, “a broader view of the matter”, particularly
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on account of the unique character of the Farakka construction.
Besides, the Committee have not, in the absence of adequate and
positive evidence, even hinted at ‘mala fide’ being involved. The
Committee are convinced, however, that the conduct of legal pro-
ceedings on the part of Government had been neither efficient nor
expeditious. Even if it is thought better to draw a veil over what
happened in “the first major case for arbitration” handled by inex-
perienced Project officials, the lessons, as indicated by the Commit-
tee, should be carefully and unhesitatingly drawn.

The Committee note that the Ministry of Law, though consul-
ted at a late stage, categorically disown all responsibility for the
defence|handling of the instant case since it claims to be never
“associated directly or indirectly” with it. Perhaps a closer aseo-
ciation of the Law Ministry at earlier stages of this unfortunate
transaction which has cost the country’s treasury very heavily would
have helped matters. Following upon the somewhat inept con-
duct, earlier noted, during the arbitration proceedings, Govern-
ment’s acceptance of an unreasoned and patently perverse award
leaves a bad taste in the mouth. Ig spite of the Law Secretary's
opinion that the award could not revoked inspite of errors in law
and in fact, there appears also to be a view that as a matter of
“remote possibility”, the Court could interfere and set aside the
award. The Committee cannot appreciate Government’s fear of
what is calls “avoidable litigation” in a matter where an obviously
egregious award had gone heavily, in financial and other terms,
against the State. If, indeed, the law regarding arbitration is so
open to abuse, as the Committee have had painfully to note in some
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other cases also, Government should forthwith examine the issue
and find a principled remedy to problems that have arisen frequently.
The Committee however, feel that in the facts and circumstances of
this case, the question of challenging the award under section 3 of
the Arbitration Act should have been pursued further and more dili-

In view of Haldia being commissioned already or in the near
future, the Committee would like Government to expedite ascertain-
ment of river dredging requirements and to ensure without delay
better working of the dredger fleet. as recommended by the Com-
mittee, in the entire Calcutta-Haldia port complex whose coordinated

The Committee regret that avoidable procrastination appears to
be taking place even op fairly simple issues like the provision of
navigational facilities legitimately expected to follow from the
Farakka construction. Government should do well to prepare a
time-bound programme regarding the completion of navigational
locks at Farakka and the commencement of traffic upstream to
Patna and perhaps also Allahabad

The Committee wish that with the magnificent construction com-
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pleted, advantage is taken by Government to at least begin, in coordi-
nation with the State authorities, planning of a tourist complex in
what might well be called a propitious site. Intimation of any
progress in this regard will be welcome.
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