
PUBLIC ACCOUNTS COMMITTEE 
(1971-72) 

(FIFTH LOK SABHA) 

THIRTY-SIXTH REPORT 

[Appropriation Accounts (Civil) 1969-70 and Report 
of Comptroller and Auditor General of India 

for the year 1969.70 Central Government 
(Civil) and Audit Report (Civil) 1970 

relating to the Ministry of 
Shipping and Transport.] 

L O K  S A  B H A  S E C R E T A R I A T  
N l i W  U E L H I  

,4prii, 197tlChaitra 1894 (Saka) 

Price : Re. r ,JS 



LIST OF AUTHORISED AGENTS FOR THE SALE OF 
LOK SABHA SECRETARIAT PUBLICATIONS 

SI. Mamc of Agent Agency SI. Name of Agent Agency 
No. No. No. No. 

Andhra University General 
Cooperative Stores Ltd. 
Waltair (Visakhapatnam) 

G.R.Lakshmipathy Che.ry 
and Sons, General Mer- 
chants and News Agents. 
Newpet, Chandragiri, 
Chittoor District. 

ASSAM 

Western Book Depot, Pan 
Bazar, Gauhati. 

BIHAR 

Amar Kitab Ghar, Post 
Box 78. Diagonal Road. 
Jamshedpur. 

GUJARAT 

Vijay Stores, Station Road. 
Anand. 

The New Order Book Com- 
pnny Eillis Rridge, Ahmeda- 
bad-6. 

HARYANA 

Mls. Prabhu Book Service. 
Nai Subzimandi, Gurgaon, 
(Haryana). 

MADHYA PRADESH 

Modcrn Book House, Shiv 
Vilas Palace, I ndore, City. 

M AHARASHTRA 

M/s. Sunderdas Gianchand, 
601, Girgaum Road, Ncar 
Princess Street, Bombay-2. 

The International Book 
House (Pnvate) Limited, 
9, Ash Lane, Mahatma 
Gandhi Road, Bombay- 1 .  

The International Book 
Service, Deccan Gymkhana, 
Poona-4 

12. Charles Lambert & Com- 
pany, 101, MahatmaGan- 
dhi Road, Opposite Clock 

8 Tower, Fort, Bombay. 
94 13. The Current Book House, 

Maruit Lane, Raghunath 
Dadaji Street, Bombay-I. 

14. Deccan Book Stall. Fer- 
guson College Road, 
Poona-4. 

7 15. MIS. Usha Book Depot. 
585/A, Chira Bazar, Khan 
House, Girgaum Road, 
Bombay-2 B.R. 

3; MYSORE 
16. M/s. Peoples Book House, 

Opp. Jaganmohan Palace, 
Mysore-1. 

3 5 RAJASTHAN 

17. Information Centre, 
63 Government of Rajasthan, 

Tripolia. Jaipur City. 

UTTAR PRADESH 

14 18. Swastik Industrial Works, 
59, Holi Street, Meerut 
City. 

19. .Law Book Company, 
Sardar Patel Marg, Allaha- 

13 bad-1. 

WEST BENGAL 

2, . Granthaloka. 511, Ambica 
G Mookherjee Road, Belgha- 

ria, 24 Parganas. 

21. W. Newman & Company 
22 Ltd., 3, Old Court House 

Street, Calcutta. 

t 22. Firma K.L. Mukhopadhyay, 
611A. Banchharam Akrur 

26 Lanr Calcutta-12 
23.IMIs. Mukherji Book House, 

8-B, Duff Lane, Calcutta-6. 



213 1 1  g ~ a r a n t c e  
4 f'rc! L c o r - s h t a l t  s consul tan ts  

b o t  to:.; 
evsry  
than 

2 qy l rm-a1  . approved 
3 'd2 22ef a f t ~ r  k Coi.~A-sit t e e  



C O N T E N T S  

,COM SITION OF THE PUBLIC ACCOUNTS COMMITTEI: (1971-72) 

. I .  Noteindicating the deficiencies in the work~ng  of the existing apenc? 
system. . . . . . . . . .  

;I. Summary of main conclusionsjrecommendations of thc Committee 

PART 11' 

Minutes of the sitting of the Puh1;c Accounts Comm~ttec held on 
23-8-1971 (A.N.)  

PAOB 

(iii) 

(V)  

I 

---- - -- .- ---- - --- 
*Not printed. (One cyclostyled copy laid on the Tablc of ~ h e  House and five copies 
placed in the Parliament Library). 



PUBLIC ACCOUNTS COMMITTEE 
(1971-72) 

CHAIRMAN 
Shri  Era Sezhiyan 

MEMBERS 
2. Shri  Bhagwat J h a  Azad 
3. Shrimati Mukul Banerji 
4. Shri C. C. Desai 
5. Shri K. G. Deshmukh 
6. Chaudhari Tayyab Husain Khan 
7. Shri  Debendra Nath Mahata 
8. Shri M,ohammad Yusuf 
9. Shri  B. S. Murthy 

10. Dr. Laxminarayan Pandeya. 
11. Shri Ramsahai Pandey 
12. Shrimati Savitri Shyam 
13. Shri Vijay Pal Singh 
14. Shri G. Venkatswamy 
15. Shri Ram Chandra Vikal 
16. Shri S. B. Bobdev 
17. Shri B. K. Kaul , , 

*18. Shrimati Vidyawati Chaturvedi 
19. Shri .Jagadish Prasad Mathur 
20. Shri Thillai Villalan 
21. Shri Shyam La1 Yadav 

*22. Shri Sheel Bhadra Yajee 

SECRETARIAT 
Shri  Avtar Singh Rikhy-Joint Secretary. 
Shri B. B. Tewari-Deptctz~ Secretar?~. 
Shri T. R. Krishnamachari-Under Secretary. 

(iii ) 



INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authorised 
by the Committee, d o  present on their behalf this Thirty-sixth Report 
(Fifth Lok Sabha) on Appropriation Accounts (Civil) 1969-70 and 
Paragraphs relating to the Millistry of Shipl~ing and Transport in- 
cluded in the Report of the Comptrollcr and Auditor General of India 
for the year 1969-79, Centr,al Glwcrnment (Cit7il) and the Audit Re- 
port (Civil), 1970. 

2. Appropriation Accounts (Civil) 1969-70 and Report of the Com- 
ptroller and Auditor General of India for the year 1969-70, Central 
Government (Civil) were laid on the Table of the House on the 22nd 
June, 1971. Audit Report (Civil) 1970 was laid on the Table of the 
H o u > ~  on the 14th April, 1970. The Committee examined 2ara- 
grsphs relating to the Ministry of Shipping and Transport at  their 
sitting held on the 23rd August, 1971 (AN) and the 24th August, 
1971 (FIV). The Committee considered and finalised this Report a t  
their sitting held on the 12th April, 1972. Minutes of the sittings 
form Part 11* of the Report. 

3. A statement showing the summary of the main conclusionsi 
recommendations of the Committee is appended to the Report 
(Ap2endix 11). For facility of reference these have been printed in 
thick type in the body of the Report. 

4. The Committeemplace on record their appreciation of the assis- 
tance rendered to them in the examination of these Accciunts and 
Audit Paragraphs by the Comptroller and Auditor General of India. 

5. The Committee would also like to express their thanks to the 
officers of the Ministry of Shipping and Transport for the coopera- 
tion extended by them in giving information to the Committee. 

ERA SEZHIYAN, 
Chairman, 

NEW DFLHI: Public Accounts Committee. 
April 12, 1072. 
Chaitra 23, 1894 (S) - 

*Not printed (One cyclosty copy laid on the Table of the House and five copies 
placed in Parliament Library). 



MlNlSTRY OF SHIPPING AND TRANSPORT 

(Department of Transport) 

Working of Dredger at Kandla Port 
Audit Paragraph 

1.1. In paragraph ';3 of the Audit Report (Civil) 1966 mention was 
made of non-1-ecoverv of liquidated damages for delay in delivery (by  
the builders) ~f dredger 'S, D. Kandla' costing Rs. 98.91 lakhs. 71e 
dredger was receivea in the port in July, 1962. 

1.2. The agreement with the builders of the dredger provided in- 
t e ~  alia that 

(i) dredging trials will be carried out at Kandla to demons- 
trate that the output of the dredger under local conditions 
shall not be less than 

(a) in fine sand and in cutter dredging in hard clay . 500-600 cu. mt. 
per hour. ' 

(b) in mar% free-running send . . . . . 800-moo cu. nit. 
per hour. 

( c )  i n  soft mud. . . . . . 2500-3000 cu. mt. 
per hour. 

(ii) In  the event of any defect being discovered in any part cf 
the dredger during twelve calendar months from the date 
of acceptance of the dredger at Kandla after satisfactcry 
trials, the builders shall rectify the defects; if not so rt - 
ctified wrthin a reasonable time, and the consulting en- 
gineers were of the opinion that the defects could not be 
catisfactoriiy rectified and that they rendered the vessel UR- 
ruitable for or incapable of performing the specific service, 
Govcrnment could determine the contract upon whrch 311 
moncyj ?aid to the contractor shall be repaid to Gnverrl- 
ment. 

1.3. Dredging trials conducted between July, 1962 and September, 
1962 disclosed knocking sound in the low pressure cylinder of star- 
board engines, imbalance in the engine due to cylinders taking unequal 
load and higher fuel consumption. The piston rod was found bent, 
and even after its renewal performance of the engine did not imprcre. 
Super-heaters were installed (at the cost of the builders) in June, 



1963 (on the advice of Senior Surveyor of Lloyds) in spite of which 
knocking sound continued and indicator diagrams showe,d unsatisfac- 
tory results. The corm~lting engineers observed in July,  1963 that in 
~ i e i v  of the troubles experienced the contractor should at least extend 
ti;< guaran!w period to seven p a r s  from the date of acceptance of the 
tircxiger. The seven year guarantee was not acc~ptahie  to the manu- 
facturer. GO\ prnmen: acccptecl the dredger ;:t Kandla in September, 
1363, the guarmtee period being extended to four years for propulsion 
and pump engines (covering Rs. 6.93 lakhs, 10 per cent of the con- 
tract price) with a bank guarantee which was ogrecd to by the manu- 
facturer. During the extended guarantee period the engines were to 
be stripped down in Mumhay after six r n ~ n t h : ~  tnc!ve months, two 
years and four years in the presence of t,he representntives of the con- 
tractt~l- and the consulting engineers. A supplementary agreement 
was entered into in August, 1963 with the  builders according to which 
if the defects found were due to deicctivc, des 'gn  or defective work- 
manship etc., the four year guarantee period would be reassussed. 
After each :;tripdourn trials of main, ljunlp and aux.liary engines, the 
defects noticed were reported to thc manufacturers. They attempt- 
ed a few alterations but could not solve t h ~  problem pc)rmanentlv 
bcforc c x p i r ~ ,  of the extended guarantee period. The extended gua- 
rantee period expiwa in December, 1967. The four yvar guarantee 
period co:lld not be reassessed as the fourth and final strip down re- 
pmt  was not ;:ivm by consulting engineers due to non-payment of 
thcil pending hills ion the advice of the Ministry of Finance) on the 
groiind t h a t  they did not perform their duties properly. 

1 4. The performance of the dredger was much less than that speci- 
fied. being only 250 cu. mt.  per hour. From October 1963 to June 
1967 the dredger coyid work only one shift a day instead of the normal 
three shifts and from July 1967 to Decembx 1969 for only two shifts a 
day except during the quarter April, 1968 to June,  1968 when it  work- 
ed for three shifts a day. (From January, 1970 to April, 1970 the 
dredger wss at dry doc!< in Bomb??.) Thi:; worked out to an average 
of 25 hours a week. 

1.5. In May 19% the Port Engineer listed various defects in 
auxiliary machinery, viz., steam dynamo engine, lubricating oil 
pumps, forced draught fan engine, steering gear eng.ne, circular 
pump engine, hydraulic engine, water ends of Duplex pumps, colo- 
graph lubricating system, tachometers etc., and stated that since the 
main and pump engines had not given the required performance 
those engines had to be stopped frequently due to failure of the 
auxiliary engines. He, therefore, suggested that the  g u a r ~ n t e e  



period for all these engines should be further extended for a period 
c!f tuelve months trouble-free service after all the defects were rec- 
tified. 

1.6. The Central Water and Power Research Station, a n  3 

study of the siltation problem 01 the Kand1.i chanvel, observed i i ~  
November 1968 thst. as against tbr, .jiltation oi' the order of 37 rflcfi. 
from Novem1:c.r 1967 to November I!IGC, the dredger was ablc. to  
dredge to t h ~  extent of only 18 mcft. 1eav:ng a back-log of a b m t  19 
n~cft .  of silt which should be removed in order to keep the chennel 
alive. Thx-c was a hack-log of d r e d ~ i n g  to the extent of 16 million 
cft. over the 5 year. from September, 1963 to September, 1968 and 
the port had to incur expenditure on repairs and replacements of the 
cl~edgcr to the extent of Rs. 23.58 lnkhs (including Rs. 19.04 lakhs 
on ~tr ipdowns of engine and special surveys t ?  thee 7 .  .s\(ll) (up to 
Auqust. !""?) a p r t  front Rs 87 lakhs recoverable n i l  this account 
from the co~t ra - lo r  Tn O T ~ C ' ! ,  t i 1  meet the addition:~l d;ed$ng re- 
quirement. further neccssit:~!ed hy heavy siltation due t o  the breach 
of Kaladara Shoal in 1968, a dredger was hired by the Port Trust from 
the Shipping Corprat ion of India from October. 1968 to May, 1969. 
Against the claim of the Shipping Corporation of India for Rs. 52.23 
lakhs as hire charges of its dredged, payment of R s  15.43 lakhs was 
made by the Port Truyt (M:trc,h. 1970): settlement of the claim for 
the remaining amount is under correspondence (December, 1970). 

[Paragraph 36. Report of the Comptroller and Auditor Ge.nera1 of 
India for the year 1969-701. 

(i) Acceptance of the dredger 

1.7. The dredger "S.D. Kandla" was to be delivered at  Kandla 
by 26th July, 1062 a t  the latest. It was actually accepted on llt!: 
September, 1963, the guarantee period being extended t.3 four years 
for propulsion and pump engines (covering Rs. 6.83 lakhs, 10 per 
cent of the contract price). Asked during evidence how the defec- 
tive dredger was accepted, the Secretary, Ministry of Transport 
and Shipping, stated that "apparently we have been let down by the 
consultants. All these defects were noticed when the dredger came 
down to India on time." He added that the dredger should not have 
been allowed to leave Holland in that condition and explained: 
"The Rendel Palmer & Tritton (consultants) gave a wrong certificate 
on the completion of the dredger in Holland. It  was m p l e t e d  in 
time by the manufacturer in Holland according to the contract and 
M/s. R.P.T. issued the certificate of acceptance which they say, w.as 
issued in good faith vide the fol1,swing:- 

'Our certificate of acceptance after trials was issued in good' 



faith on the results obtained. The high fuel consun~ptlon 
was attributed at  that time to the loss of water thrsugh 
the main engine glands. As you are aware with metallic 
packing there is invariably a leakage through the glands, 
which normally improves with running as the packing 
beds itself to the rod. Trouble has been experienced a t  
the commencement of trials, due to the boilers' priming 
and investigation revealed that this was caused by leak- 
age of condenser tubes. These leakages were remedied and 
the boilers appeared satisfactory. It now transpires that 
the combination o'f these circumstances masked the fact 
that the leakage a t  the glands was due to an inherent 
design defect' resulting in condensation within the engizc 
which occurs only over the high speed range. Had the 
leakage through the glands been considered excessive 
during trials after the condenser trouble was cured. wc. 
would have suspected 'carryover' and insisted on remedial 
action being taken before the vessel left Holland on her 
delivery voyage. It was, however, confidently anticipated 
that leakage would automatically be remedied early on 
the delivery voyage'." 

1.8. Clarifying the issue of certificate of acceptance at the port c,i 
,construction, the Ministrv of Transport and Shipping, stated in a 
note submitted a t  the instance of the Committee: "In accordance 
with Clause I1 of the contract dated 23.11.1960, the Consulting Engi- 
neers were to issue the certificate of acceptance aftcr the trials 
were conducted by them at the port of construction. Such certifi- 
cates were issued by the Consulting Engineers on 17.5.1962 and 
31.5.1962 The first certificate dated 17.5.1962 given after the normal 
inspection and trials was provisional subject to rectification of listed 
defects and even after remedial action was taken by IHC to reduce 
the main defects, the second certificate of 31.5.1962 was also provi- 
sional subject to satisfactory trials a t  Kandla. The Consulting Engi- 
neers had stated that 'they did not consider it justifiable to hold up 
the delivery for what was considered to be a minor defect which 
would rectify itself after a few days' steaming'." 

1.9. A Committee constituted in March 1971 to consider the ques- 
tion of responsibility of MI?. Rendel, Palmer and Tritton in connec- 
tion with the issues pertaining to purchase of the dredger held the  
view that some of the defects which were noticed by the conslutants 
during trials should have been properly investigated by them before 
allowing the dredger to sail for voyage. The Committee further 
held that M/s. R P.T. were well aware of the major defects and the 



gravity of the defects and that in spite ,of this they issued the accept- 
ance certificate. The Committee found the consultants responsible 
to this extent. 

1.10. Asked to state why the dredger was not rejected at the end 
of the trial period since the trials conducted after receipt of the 
dredger at Kandla disclosed defects and why was it accepted in 
September, 1963 with the extended guarantee period of 4 years for 
propulsion and pump engines only, the Ministry intimated as 
follows: 

"The trials conducted during July, 1963 disclosed that the im- 
blance of power between each sylinder of the propelling 
engines shown by the indicat,sr cards was considerably 
more than 10 per cent under actual service conditions vir. 
between 240-270 RPM and that there was knock in the 
main engines. Llyods who had investigated the cause of 
knock had concluded that it was duue to passage of steam 
and was not harmful t,o the machinery. The Consulting 
Engineers agreed with the conclusion of the Llyods. It 
was based on this technical opinion that it was decided to 
accept the dredger with the extended guuarantee period 
of 4 years on the conditions as stipulated in the supple- 
mental agreement on 20.8.1963. As the defects related to 
the main engines the extended guarantee period of 4 years 
was accepted for propulsion and pump engines only whose 
cost was 13 per cent ,of the contract price of the dredger. 
As the defects observed during the trials were not consi- 
dered harmful as per the opinion of the experts, there was 
no reason at the time for Government rejecting the 
dredger." 

(ii) Performance of the dredger 

1.11. The guarantee on all the machinery except the propulsion 
and pump engines would normally expire after satisfactory perform- 
ance for a period of 12 months. This was not the case according to 
the Committee constituted by Government referred to earlier, who 
had the following to say. 

"Auxiliary machinery had not given satisfactory performance 
for continuous period of 12 mmths at any stage from the 
date of acceptance. This fact had been brought by 
Kandla Port Trust to the notice of the Builders 2s well 
as the Engineers before expiry of the guarantee period vide 
letter No. 6-E(21)/64 dated 9th July,' 1964 and fcllowed 
by cable of 7th September. 1964. As per clause 18, the 



Builders were to rectlfy the defects within a period of 12 
months. The defects were pointed out to them by Kandla 
Port Trust hrfore the expiry of the guarantee period of 12 
months a n d  from time to time. The Builders had attemp- 
ted to rectify the defects but could not succeed in their 
efforts." 

1.12. Thc extended guarantee period of 48 months was ag~,eed 
l!son tor thc propulsion and pump eng,ine. According to thll 
su?l;!cmentary agreement entered into in August, 1963 with the 
bluilders, if the defects found during the stripdown trials were due 
to defective design or defective workmanship e tc . ,  the extended 
guarantee period would be reassessed. The Committee wanted to 
kn,:w how the guarantee period was not reassessed on the basis of 
the earlier three reports of the consult in^ Engineers although the 
fourth and. final stripdown reports was not given. The Ministry 
explained: "Clause 2(v)  of the supplemental agreement dated 
20.8.1963. stipulates: 'If it is found that the defects are due to de- 
fective design or defective workmanship ,o.r incorrect type of material 
Ihc. extent of the guarantee period of 48 calendar months shall be 
wasses~ed b ~ r  the Engineers as regards further extension of guarantee 
and the decision of the engineers shall be final and binding on both 
the parties. In view of this stipulation the question of turfher guaran- 
tee was to be assessed only by the Consulting Engineers after d l  the 
stripdown i n s ~ c ~ t i o n s  were completed taking into account the type 
of defects which persisted'." 

1.13. The Secretary, Ministry of Transport and Shipping informed 
the Committee during evidence that the crucial document was that 
the consulting engineers had to certify and give their comments. 
They refused to give their report because their payment had been 
stopped on the ground that they did not p e r h r m  their duties pro- 
perly when the dredger was under construction. He further stated: 
"If 'the Engineers' report was available after the fourth strip down 
that everything has not been set right yet, probably we would have 
been in a strong p~si t ion to fight with IHC to get a further period 
of guarantee. Unfortun(ately, we were dissatisfied with the Engi- 
neers. We decided that we would pay them no more. They did not 
give the report. And now the IHC is taking advantage of it because 
lot of things are technical matters and in the absence of the Engi- 
neers' report they would not accept the responsibility." 

1.14. The Ministry of Finance in their note dated 72.1969 opined: 
"Under the contract with I.H.C., the Government had liberty to 
appoint any other engineer to give the stripdown report and it should 
be considered whether this may not be done now. I t  appears to U s  



that in view of the past history of this case and the defects noticed 
from time to time and the expertise available with the  Kandla Port  
Trust engineers, i t  may be appropriate to negotiate the further re- 
medial measures directly with the I.H.C. and to arrive a t  a satisfactory 
solution. MIS. I.H.C. have been quotkg  against  various tenders for 
dredgers etc. floated by the Government of India and it may be pre- 
sumed that they would be interested in keeping their good name and 
settling the Kandla Dredger matter satisfactorily. I t  is understood 
that M s .  R.P.T. have either already closed down or are @ng to wind 
u p  their business in India very shortly and thev would, therefore, 
be hardly interested in giving any satisfactory service in this rather 
old and unfortunate case." 

1.15. Under the agreement of 23rd November, 1960, executed with 
the builders, the expression 'Engineers' was defined as:--- 

"Rendel, Palmer and Tritton o r  other Engineers for the time 
being duly appointed to act as the Consulting Engineers 
of the Government for the purpose of this contract." 

1.16. According to the Audit Para, the performance of the dredger 
was much less than that specified in the contract, being only 250 
cu. mt.  hour. The output should not have been less than 500-603 
cu. mt. per hour in fine sand, 800-1000 cu. mt. in  course free running 
sand and 2500-3000 cu. mt. in soft mud. The material to be dredged 
at Kandla, according to the Ministry, is compact fine sand. The Com- 
mittee pointed out that the output of the dredger 'S.D. Kandla' was 
only 50 per cent of the rated capacity. The Chairman, Kandla Port 
Trust, deposed: "500 to 830 cu. mt. per hour is the rated capacity 
and this has more or less been achieved. 250 cu. mt. per hour is on 
the basis of retention of material in the hopper. The material being 
\.cry light, large portion overflows before it settles in the hopper, 
and that is why the actual quantity retained is less than the rated 
capacity of the pumps." 

1.17. As per the evidence tendered by the Secretary, however, the 
performance was originally much less than that specified. 

1.18. The Committee inter aha desired to know what the actual 
performance of the dredger was in the light of the report given by 
the Central Water and Power Research Station, Poona. The Ministry 
intimated that the actual output was 955 tonnes per day of 8 hours 
during 1971 working for about 3 months from 10.5.1971 to 15.8.1971 
as against 910 h n n e s  mentioned in the Central Water and Power 
Research Station Report (Ref. Table I11 for 1968). 



1.19. From the statement showing the work done by the dredger 
since 1963-64 to 1970-71 furnished by the Ministry, the following 
position emerges: 

Qty. dredged Output 
Pzriod No. of shift worked No. of days ~n cum, per hour in 

(includ~nn cum. (in- - 
50 $6 cluding 

overflow.) so0(, over- 
flowlosees) 

1963-64* . . . One shift o f8  hours I36 233,123 260' 2 

1966-67 . . . One shift of 8 hours 220 4,36,522 284 

Two shifts of8 hours 
per day . . 164 4~8.970 159' 7 

1.20. As xgards  working .z.f the dredger, the Secretary stated dur- 
ing evidence: "From October, 1963 to June, 1967 the dredger has 
worked one shift a day as ~ e e d e d  to keep up the draught and from 
July. 1967 to December. 1969 for two shifts a day except during the 
quarter April, 1968 to  Junr .  1968 \~hc-n it worked upt,o three shifts a 
day hut it cop? with the load c,E three shifts. Since Ju ly ,  1970 it is 
working three shifts withzat gilring any further trouble. This stage 
has been arrjved at only aftcr the last repairs in 1970." 

1.21. To another question the  witness replied: "Even in 1968-69 
it was not wurking to full capacity. When it was wtirlring for two 
shifts it was not giving major trouble but when the need arose to 
try three shifts. they found that it was over-loaded 2nd various de- 
fects arose. They could not work it satisfactorily for three shifts 
until the repairs were done in 1970." Hc further clarified: I ~ I I U S ~  

sap that the dredger work ill Kandla Port had not been heavy earlier 
to 1968. That year there was very heavy siltaticn and j t  was neces- 
mry to run t h ~  dredger in three shifts but to d o  intensive work it W Z S  
fmnd that the dredger could not take the load and it required 
repairs and replacements." According to  his information the dred- 
ger had been working round the clock 5ince July, 1970. 

* h e  t n f o r m a t i o n  for 1 ~ 6 3 - 6 j  is foi about 6$ months o n l y  as rhe dredger was corn- 
mis:l~nTed onlvon I 1-9-63 ~ f t e r  acccptxce iron; the builder!:. 



1.22. The table below indicates the  cost of work done by the 
dredger during the years 1963-64 to  1970-71:- 

Quantity dredged ' Expenditure (including Cost per 
Year in tonnes (includ- cost of spares, depre- tonne 

ding 5 0  ':, overflow ciation and interest on 
losses L.",r capital cost on dreger 

etc.) 

Rs. 

5,853589.33 

1346,575' 44 

15,51,396 80 

15,87472'34 

22,549724' 37 

23.882949'97 

36,85,671' 10 

30.62 b61 17  

Rs. P. 

1'40 

2' I 0  

2'40 

2.50 

2.90 

2.60 

6 30 

.& 1.) 

(222 )  Expendzture on repairs a n d  replacc~ict7nt,, ( /  t r l c  dredger 

1.23. According to .the Audit paragraph. the Port Trust had to 
incur expenditure on repairs and replacements of the dredger to the 
extend of Rs. 23.58 lakhs (including Rs. 19.04 lakhs un strip down of 
engine and special surveys to the vessel) upto August, 1970 apart 
from Rs. 1.87 lakhs recoverable on this account from the contractor. 
During evidence the Secretary, Ministry of Transport and Shipping, 
explained that bulk of the expenditure related to normal mainten- 
ance and replir  costs during 7 years, which in any case had to be 
incurred evcn "if the dredger was in first-class condition". He fur- 
ther stated that Rs. 5 lakhs were spent during the last repairs which 
put the dredger absolutely right. This, according to him, could be 
attributed tn certain defective items, particularly, the lubricating 
system which had to be c h l n g d .  The cost of strip down was stat- -. 
ed !-3 be Rs. 1.87 lakhs. , 



1.24. The break-up of the total expenditure of Rs. 23.58 lakhs 
incurred by Kandla Port Trust on maintenance, repairs and replace- 
ments from September, 1963 to March, 1970 as furnished by the 
Ministry subsequently is indicated below:- 

Wlshop Other Toral Repairs 
Labour Stores milh Misc. masn .  at Total  

Year exp. exp. Bombay 

Pend ng bl ls  for 
repairs at Bombay 
from 1\70 toq, 'gu 
and no1 settled 
I 111 15ro . , . . . . . . . . 12,64,623 - 12,61623 

1.25. The details of the amount spent year-wise on the stripdown 
and on repairs to remove the defects m the d r e d ~ c r  as furnished by 
the Ministry are as under.-- 

- - - --- - - 
Cost of repa.rs Co\t  of s l !  113. 

incurred by dc'\r:l and 
Port rvpairs rn 

Period remove thc 
defect! 

I .  March, 1964 six months . . . . . . 170.05 

2.  September, 1964 12 montlily . 21,927'c'I 20'829,01 

3, November. 1965 2 y ~ ~ ~ l y  . . 61,433'02 35,118.34 

5 .  October. 1966 Special Survey . I $3,983 ' 63 72.151'74 

6. February, 1969 . . . . . 3.42,699,00 ;o,S2s.00 



(iv) Liability of the supplier 

(a) Liquidated damages: 

1.26. There was a delay in delivery of the dredger after trials at 
Kandla of 59 weeks i.e. from 26th July, 1962 to 10th September, 
1963. The Builders were called upon to pay a sum of D.Gld 
4,09,097 (Rs. 8.52 lakhs) being the liquidated damages at the rate of 
one-eighth of one per cent of the contract price per week or part 
thereof, for not having delivered the dredger on the due date. The 
Builders have not so far paid the amount. 

(b) Other recoveries 

1.27. According to the witness, the stripdown costs amounted to 
Rs. 1.87 lakhs. It  is seen from the report of the Committee consti- 
tuted by Government "when the firm was asked to pay the strip- 
down charges, they contended that the supplemental agreement does 
not provide for the same. Kandla Port Trust had pointed out that 
the stripdowns would not have been necessary but for the defects in 
the dredger. The periodical stripdowns were carried out as sug- 
gested by the builde'rs in August. 1963 and as stipulated in the sup- 
plemental agreement." 

1.28. According to the Committee referred to above, the cost of 
modification which had to be borne bv the builders due to defective 
design, construction and workmanship worked out to Rs. 7.34,016 87 
as detailed below:- 

Rs. 

I .  K i :c ,~ irc  1 0  c ; r c ~ ~ l : ~ ! ; n y  nump c ' ~ ~ ~ i ~ ~ c  . . . . . .  20,2 10.00 

2 .  Rt:piir\ to  qtecring engine . . . . . . .  1 , S m .  00 

3. Kt'n3;r.; 10 m+n :ind ~ ' r c d g e  pump cng;n(' . . . . .  31.050'00 

. t ,  Keolqc-mYnt of 4 No.;. gtrn-rncrnl chamhers for duplex pumps. . 1~52 .426~00  

7. Chjnpe of the lubricating \y,tcni ( i .c .  from Collgrnph systrm to 
cyliner nil) . . . . . . . . . .  1,22.12R.67 

'I'o141 . . . . . .  5.oo,o16R7 

. In\tdllstit*n of a.klltlon~l G?nerator ('I'hrs work of lnstallfng - 
tlonal generator wrll he d o n e  hv K.P.T. In 1972 a$ per the quo- 
tltron of MI$ Mazagon Dock Ltd., Bornhay) . . .  t.f-/,000~ w 

TOTAI. . . . . . .  7,37,016.87 
- - - - - - - - - --- 



1.29. Further a sum of Rs. 41,724.62 being the customs duty 
paid on the spare parts supplied by the builders along with the 
dredger and certain parts shipped separately, claimed by the Port 
Trust had not been settled by the builders. According to clause 13 
of the contract the builders had to deliver the spare parts at 
Kandla at the expenses of contractor. 

1.30. In view of the delay in ddivery of the dredger the services 
of consultants had to be continued. The Port Trust had asked the 
builders to reimburse the proportionate cost on the consultants for 
the period from July, 1962 to September, 1963 amounting to 
Rs. 62,798.72. Further payment of R s  36,351.15 for the period from 
October, 1963 to September, 1964 had been paid by the Port Trust 
to the consultants and bills amounting to Rs. 1,28,842.03 for the sub- 
sequent period October, 1964 to November, 1967 for payment to the 
consultants are pending. But the builders had not agreed to the 
payment of the consultancy charges and contended that it was pure- 
ly an arrangement between the Port and consultants and in no way 
they were responsible towards reimbursement of this cost. The 
total of other recoveries thus amount to Rs. 11.93 lakhs. 

1.31. During evidence the Committee desired to know the posi- 
tion of recovery of liquidated damages etc. The Secretary deposed: 
"First of all, the Kandla Port Trust made a claim in August, 1966 and 
then this was followed up by the Ministry The Company has been 
delaying it on various pretexts. First of all, they wanted to make a 
detailed study. Then there was some discussion which was incon- 
clusive. Then it was linked up by the firm with the question of 
extension of the guarantee period. The Port Trust pointed out that 
this was a separate issue. Then they mentioned that this delay was 
beyond their control. But we persisted in our claim. Then they 
stated that they would like to have private discussion with the 
Engineers (R.P.T.) because the Engineers had a vital role according 
to contract to certify if the delay was beyond the manufacturer's 
control, etc. In the meantime, we got into difficulty with the RPT. 
The RPT were firstly responsible for most of the trouble bv certifv- 
ing that the dredger in Holland was complete in all respects and fit 
to travel to India instead of saying that there has been defect and all 
that Then the Ministry decided with the advice of the Finance to 
stop further pavment to the RPT. So, it was felt that the discussion 
with the RPT mav be very prejudicial to us. So, we reiterated our 
claim by saving that there is a case of the late delivery of the 
dredger and the liquidated damace should be paid. Then they .;aid 
thev would come and discuss. Ultimatelv, thev sent a rather stiff 



letter saying that they could discuss it three important conditioq~ 
were fulfilled: (1) Term of the guarantee should be deemed as satis- 
fied by manufacturers in every technical respect; (2) Manufacturers 
should be deemed as released from their obligation with regard to 
any technical matters under terms of guarantee from 9-12-67; and 
(3) IHC's comment and observations should be acceptable by the 
Kandla Port and our Ministry as regards the specific list of points 
proposed by the RPT for discussion. Now to discuss under these 
conditions means we would not be getting anything. There has 
been further correspondence and also the guarantee period and 
technical matters were raised; defects were also found during the 
extended period There were four stripdown and some repairs car- 
ried out." He continued: "We could proceed further. Then again 
there was an informal discussion. In that they (1.HC) agreed that 
they would come and discuss across the table to decide upon the list 
of items that could be discussed with them. So, the whole issue had 
really got mixed up." He further stated: "We have all along been 
pressing our demand for liquidated damages. The firm have been 
raising one excuse or another and finallv thev have neither totally 
repudiated nor have they said that thev would not discuss it. So, we 
are trying to get them across the table with a high powered team to 
discuss and negotiate with THC and it seems that we might probably 
arrive at some sort of compromise." 

1.32. The Committee constituted by Government to go into the 
various issues have inter alia recommended that "the various issues 
be discussed across the table without delay to come to a speedy solu- 
tion of this protracted question of liquidated damages and recoverp 
of the amounts which have been spent bv the Kandla Port Trust. 
Further delay in coming to a quick solution is likely to be prejudi- 
cial to the interest of the Government." As regards progress made 
tn this regard, the Ministry intimated that the Kandla Port Trust 
have been asked to formulate bpsic points for discussion. On receipt 
of these points IHC Holland would he suitahlv addressed and filr- 
ther action taken. 

- 
(v) Pavments to the cmultnnts  

1.33. It  is seen that the Government of India's approval was com- 
municated in March, 1960 to the appointment of M/s. Rendel, Pal- 
mer & Tritton (R.P.T.) as Consulting Engineers and to the payment 
of a surn not exceeding Rs. one lakh for the work required to be done 



by them in connection with the purchase of the dredger; The Kan- 
dla Port Trust have, however, so far made the following payments 
to the consultants as per the sanction of Government communicated 
from time to time: 

Payment made 

(a) February, 1960 to June, 1962 ( i  c.) from the date of C n g a F -  
ment to the date of arrival of the dredger in India) . 

(h) July, 1962 to September, 1963 (from the date of arrival of'the 
- dredger in India to the date of acceptance ) . . 

(c)  October, 1963 to September. 1964 (Exte~drc' gvar?i-lee pcric (1: 

Payment yet to be made 

October, 1964 to November, 1967 . . . . 

1.34. The Committee were informed during evidence that as the 
consulting firm was responsible for most of the trouble by certifying 
dredger that was fit to travel to India complete in all respects, the 
Ministry decided with the advice of Finance to stop further pay- 
ments to the2.1. The Ministry intimated further in a note as follows: 

"The question as to how MIS. RPT had accepted a dredger *hich 
had defects resulting in the need to carry out modifications to the 
dredger and also periodical stripdowns was taken up with MIS. RPT. 
MIS. RPT stated that the acceptance certificate .was provisional, sub- 
ject to rectifications of listed defects and their second certificate was 
also provisional subject to satisfactory trials at Kandh and that it 
was on MIS. RPT's recommendations that the guarantee period in 
respect of engines was got extended. This aspect was exlamined and 
it was seen that Clause 11 of the contract indicated that the contrac- 
tors were to be given the 'certificate after completion of the vessels in 
accordance with provision of specifications and :atisfactory cdmple- 
tion of trials. If MIS. RPT gave a provisional certificate, their ac- 
tion was not as per provisions of the contract. The Consultants'had 
stated that 'they did not consider it justifiable to hold up the deli- 
very for what was considered to be a minor defect which would 
rectify itself after a few days steaming'. This did not quite prove 
to be the case. MIS. RPT had, however, stated tbst 'the use of hind- 
sight should not be allowed to obscure the situation as it appeared 
at the time'. I t  was against this background that it was stated dur- 
ing the evidence that the Consulting Firm was responsible for most 
of the trouble by certifying that the dredger is fit to trayel to India 
complete in all respects. 



"In view of this position the Ministry of Law was again approa- 
ched for advice whether, on the basis of facts, Mls. RPT can be pro- 
ceeded against for breach of contract or negligent performance of 
the contract The Solicitor General stated that it was not possi- 
ble to come to any conclusion whether the Consulting Engineers 
were negligent in the performance of their duties and it was a ques- 
tion on which expert opinion had to be obtained before any decision 
could be taken. In view of this legal opinion, a committee c w -  
sisting of the Development Adviser, Ministry of Shipping and Trans- 
port and the Solicitor of the Ministry of Law, representatives of the 
Ministry of Finance and Kandla Port Trust was constituted on 
16-3-71 to consider the question of the responsibility of Mjs. RPT in 
the light of delayed delivery of the dredger and connected issucs." 

1.35. The Committee constituted by Government have recom- 
mended that "payment withheld should not be released to MIS. Ren- 
del, Palmer & Tritton before final settlement regarding recovery of 
the liquidated damages." 

(vi) Problem of dredging at Kandla 

1.36. Asked to state the total quantity of silt which was expected 
to be dredged from September, 1963 onwards, the Ministry intimated 
that "the total quantity of silt to be dredged from September, 1963 
to March, 1971 works out to 5.693 million cubic metres (7.97 million 
tonnes). However, this could not be foreseen as the changes 
which took place in the regime were unpredictable." The quantity 
actually dredged by the dredger 'S. D. Kandla' during this period 
was stated to be 3.793 million cubic metres (5.31 million tonnes) in- 
clusive of 50 per cent overflow losses. 

1.37. As regards the dredger hired from the Shipping Corporation 
of India, the Ministry intimated: "MOT Dredge I was hired from 
the Shipping Corporation of India for dredging the Bunder. While 
this dredge was in Kandla Port it was found that she could be spar- 
ed for sometime to dredge the Breach Channel and it was decided 
t o  utilise her, as 'S. D. Kandla' could not cope with the heavy rate 
of siltation in the Breach Channel, due to which the channel lost 
depth and the permissible dmught was reduced by 0.4 m (1.2 ft.) 
MOT Dredge I worked in the Breach Channel with effect from 16-11-68 
to 13-3-69 during the period when 'S.D. Kandla' had gane to Bom- 
bay for annual dry locki,ng, surveys and repairs from 9-2-69 to 
4-5-69. MOT Dredge I could be utilised only for agitational dredging 
as this dredger was not having c? hopper. The agitational dredging 



was resorted to in consultation with the Central Water and Power 
Research Statisn. However, as the dredger did not have a hopper 
the quantities dredged cannot be assessed." Hence the cost of dredg- 
ing per tonne could not be given by the Ministry as desired by the 
Committee. 

1.38. The Committee desired to know whether the balance claim 
of Rs. 36.80 lakhs of the Shipping Corporation of India towards the 
hire charges had been settled. The Ministry stated: "The matter 
has been discussed between the Kandla Port Trust and Shipping 
Corporation of Indk  in September, 1871 and the Shipping Corpora- 
tion of India have agreed to revise and submit a fresh bill in the light 
of discussion that i t  had with them. The revised bill is awaited." 

1.39. The Chairman, Kandla Port Trust, informed the Committee 
during evidence that for about 2 months during the period Janu- 
ary, 1971 to March, 1971, when the dredger 'S. D. Kandla' was dry 
docked, a dredger (S. D. 'Maitena') was obtained on loan from Cal- 
cutta Port Commissioner. 

1.40. Asked to indicate the necessity for hiring dredger from the 
distant Port of Calcutta and whether any extra charges were paid 
on account of voyage charges, the Ministry stated as follows:- 

"Heavy siltation was being experienced in the Breach Channel 
which could not be fully cleared by the port's only dredger 'S. D. 
Kandla'. The position got aggravated when S .  D.  Kandla had to be 
unavoidably sent to Bombay for annual dry docking, surveys ,and 
repairs. When 'S. D. Kandla' was sent to Bombay from 9-1-71 to 
2-4-71 it was considered necessary to hire a dredger to be employed 
in the Breach Channel to avoid undue deterioration in the depths 
of the Channel. Enquiries were made from Port Trusts land only 
Calcutta Port could be persuaded to spare their dredger '5. I). Mai- 
tena' on hire. The voyage charges paid to Calcutta Port Commis- 
sioners were Rs. 1.60 lakhs approximately." 

1.41. The hire charges paid for and the quantity dredged by the 
dredger 'S. D. Maitena' were stated to be as follows:- 

''The charges to be paid for having hired 'S. D. Maitena' are a p  
proximately Rs. 19,60,000 (including voyage cost of Rs. 1,60,000) out 
of which Rs. 14.52 lakhs have been paid. The period of hiring-25-12-70 
to 4-4-71 (including voyage period). Quantity dredged equal to 
94,568 cu. m. (1,32,396 tonnes including 50 per cent overflow losses). 
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The calculations are based on the presumption that the overflow 
losses would be 1.5 against 1 u~l i t  of hoppered quantity as against the 
ratio of 1: 2.12 taken for 'S. D. Kandla'." 

1.42. In reply to another question the Ministry intimated subse- 
quently that the dredging cost per tonne for hiring the dredger wor- 
ked to Rs. 13.59 excluding the cost of voyage from Calcutta as com- 
pared to the cost of Rs. 4.06 per tonne in respect of 'S. D. Kandla'. 

1.43. The Committee wanted to know the extent of expenditure 
which may be necessary to clear the backing of dredging in respect 
of the period September 1963 to March, 1971. The Ministry stated 
in reply: "with the experience of dredging by 'S. D. Maitena' for 
which cost of dredging per tonne came to approximately Rs. 13.00 
it is felt that it would not be possible to hire a dredger of adequate 
r'apacity at a cost of less than Rs. 13.00 per tonne. Assuming the cost 
of dredging by hiring a suitable dredger at Rs. 13.00 per tonne, the 
total cost of dredging the backlog of 1.9 million cubic metres (2.663 
million tonnes) will work out to approximately Rs. 346 lakhs, ex- 
clusive of voyage charges to and from Kandla." 

1.44. The Ministry had the following to say regarding the future 
plan of the dredging at Kandla Port- 

"With the resources available with Kandla Port Trust, namely, 
only one 800 cu. m. Trailing Suction Hopper Dredger, the Port Trust 
is not able to cope fully with the extent of siltation. Therefore, ac- 
quisition of a trailing suction hopper dredged of 2500 cu. m. capacity 
has been agreed to, in consultation with the Ministry of Finance. 
Procurement action is in hand. After this bigger dredger is pro- 
cured, she will be utilised in addition to the dredger 'Kandla' for 
restoring original depth of 4.27 meters (14 ft.) in the Breach Chan- 
nel, for maintaining the requisite depth and also progressively to 
improve the depth so that delay to ships is minimised by increasing 
the available time for crossing the bar (which is restricted at pre- 
sent to high water only for deeper draughted ships) and to cater to 
ships of deeper draught than as at present. 

1.45. After examining tbe purchase of the dredger 'SD. Kaadla' 
costing Rs. 89.91 lakhs, the Cammittee could not but come to the 
conclusion that as a result of series of mistakes the Kandla Port 
Trnst had to accept a defective dredger with attendant unnecessary 
compl?cations. The Committee desire that responsibility of the 
officials concerned for the delay/failure in taking appropriate action 
as dealt with below, should also be fixed and aetion taken against 
them. 



1.46. The Committee had occasion to examine the case earlier in 
September, t966 and it was only after this that the failure of the 
consultants was examined by Government. The Consulting b g i -  
neers gave a certificate of fitness at the port of construction in May, 
1962 despite the fact that the major defects and the gravity thereof 
were known to them. The certificate, however, is stated to have 
been issued provisionally contrary to the provisions of the contract. 
It  is not clear how these irregularities on the part of the Engineers 
were not noticed earlier and appropriate action taken. To this 
extent the purchase was not processed with care by the Port Trust 
authorities. 

1.47. The dredger was accepted after trials at Kandla on 11th 
September, 1963. The Committee were informed that as the defects 
observed during the trials were not considered harmful as per the 
opinion of the experts, there was no reason at that time for Govern- 
ment rejecting the dredger. The Committee would in particular 
like to know whether trials to demonstrate the output of the dredger 
in more than one shift were specifically carried out, as the output 
of the dredger during 1969-70 long after acceptance was only 159.7 
cum./hour when it worked for two shifts as against the minimum 
output of 250 cum./hour taking into account the overflow losses ac- 
cording to the Ministry. 

1.48. The Committee find that the dredger was accepted with an 
extended guarantee period of four years for only the propulsion and 
pump engines cost of which was 10 per cent of the contract price of 
the dredger. The guarantee period in respect of auxiliary machi- 
p r y  would normally expire after satisfactory pettformance for a 
period of 12 months. The Committee would like to point out that 
the auxiliary machinery had not given satisfactory performance for 
continuous period of 12 months at any stage from the date of accept- 
ance. The Builders had attempted to rectify the defects but could 
not succeed in their effortb. The Committee would like to know, in 
the light of the foregoing, why the guarantee period for the auxil- 
iaty machinery could not be reassessed and got suitably extended. 

1.49. According to the supplementary agreement entered into , 

with the builders in A m s t ,  1963, the extended guarantee period in 
respect of propulsion ;lna pump engine could be reassessed in case 
the defects feund during bhe strip down trials were due to defective 
design or workmanship. The Committee were informed that in the 
absence of the consultants' report as required in this behalf after tho 



fourth and final stripdown, the matter could not be taken up with 
the builders. As the extended guarantee period expired only in 
December, 1967 and further payment to the consultants was st& 
in September, 1966, the Committee would like to know why alterna- 
tive "ConsuPting Engineers" were not appointed in time under the 
provisions of the contract ta enable an assessment of the defects and 
further extension of guarantee period. 

1.50. The Committee note with concern the delay in recovering the 
liquidated damages and other dues from the builders amounting to 
about Rs. 20.45 lakhs as per the assessment of the Committee-'con- 
stituted by the Government in March, 1971 to go into the various 
issues connected with this case. The Kandla Port Trust is stated to 
have been asked to formulate basic points for discussion with the 
builders the Committee would urge Government to settle the issue 
with builders expeditiously and intimate the recoveries effected. 

1.51. Incidentally the Committee learn that the Port Trust pre- 
ferred a claim for the liquidated damages (Rs. 8.52 lakhs) for the 
first time only in August, 1966 just before the Committee examined 
the case earlier. The Committee would like to be informed of the 
reawns for the delay in preferring the claim which was independent 
of other liabilities of the firm 

1.52. The Consulting Engineers were to be paid a sum not exceed- 
ing Rs. 1.00 lakh for the work required to be done by them in con- 
nection with the purchase of the dredger. However, payments ag- 
gregating Rs. 2.25 lakhs have been made to them and Rs. 1.29 lakhs 
withheld. The increased payments due to them were mainly on ac- 
count of the necessity of continuing their services beyond the stipu- 
lated date of delivery of the dredger (July, 1962). The Committee 
would like to know whether the builders have borne this extra liabi- 
lity. The Committee, however, note that it has been decided not to 
release to the consultants the payment of Rs. 1.29 lakhs withheld, 
before the final settlement regarding recovery of the liquidated 
damages etc. from the builders. 

1.53. The experience with the foreign consultants and experts in 
this case has beeh uy;ferturtately quite disappointing. The Commit- 
tee trust that as dredgers are now being manufactured indigenously, 
su8lcient expertise in the matter of consultancy services slhould also 
be available within the country. They accordingly desire to suggest 
that Governm'tmt should lmk to availahlc expertise in the country 



thereby eliminating their dependence on foreign experts which h a  
sides reducing foreign exchange expenditure, would give a fillip to 
further develapment of indigenms talents. This suggestion would 
apply to other fields as well where indigenous technology has im- 
proved to the extent where foreign consultancy service is neither 
desirable nor necessary. It  should, however, be the endeavour of 
Government to develop progressively sufficient expertise within the 
country wherever it is not available at present. 

1.54. In the opinion of the committee, the problem of dredging at 
Kandla has assumed serious proportions inasmuch as there was a 
backlog of dredging to the extent of 1.9 million cubic metres as at 
thc end of March, 1971 as the dredger 'S.D. Kandla' could not cope 
with the siltation. Despite poor performance of the dredger no seri- 
ous attempts appear to have been made to tackle the problem except 
hiring two additional dredgers for brief periods when the dredger 
'S.D. Kandla' was sent lor dry-docking and repairs. The Committee, 
however, note that it has been decided to procure a new dredger of 
2500 cum. capacity. In view of the importance of restoring the ori- 
ginal depth in the Breach Channel and to improve the depth so that 
the Port could be better utilised, the Cammittee trust that the new 
dredger would be procured early. The Committee need hardly 
stress that learning from their experience of dredger S.D. Kandla 
Government should take adequate care to ensure that the dredger 
that they now order is of the requisite capacity and performance to 
suit the requirements of Kandla Port, that it is delivered in good 
condition in all respects, that it has fool-proof guarantee about per- 
formance alid that the cost of dredging would be economic and cern- 
petitive. 

1.55. The Committee note that in respeet ef a dredger hired from 
the Shipping Corporation of India for a brief period in 196&69 the 
quantities dredged and cost of dredging could not be assessed. The 
Committee are unable to agree with this, as the reasonableness of 
the hire charges cannot be determined without know& the per- 
formance. Further the Committee desire to know whether the re- 
maining claim of the Shipping Corporation of I d a  had been settled 
and the basis thereof. 

1.56. In respect of a dredger hired from the Calcutta Port Com- 
missioners for the period from January to March 1971, the Commit- 
tee observe that cost s f  dredging worked out t o  Rs. 13.59 per tome 
as against Rs. 4.06 per tonne of 'SD. Kandla'. This shows that the 
output of the dredger was not CoInxnensurate with the hire charges 



paid. The Committee, therefore, daire that there should be ratio- 
nal and realistic basis for determining rate of hire charges atleast 
ap between two Port Trusts. Further there should be an effective 
cost cantrol over the dredging eperations to put the dredgers to 
optimum use. 

Purchase of high tensile steel wire 

Audit Paragraph 
1.57. Technical approval for construction of the bridge on the 

Quilon-Alleppey national highway, execution of which was done by 
the State Public Works Department as the agent of the Central Gov- 
ernment, was accorded by Government of India in September 1964 
for Rs. 39.28 lakhs. Technical comments of the Government of India 
on the design of the super-structure were received by the State Pub- 
lic Works Department in August, 1968 and thereafter tenders for 
supply of 90 tonnes of high tensile steel wire were invited by the 
State Chief Engineer in September, 1968. Of the two valid tenders, 
the lower offer (Rs. 2.193 per tonne ex-factory Kundara) of firm 'A' 
an aluminium cable manufacturing company, was accepted and sup- 
ply order issued in February, 1969. 

1.58. The firm had not previous experience in manufacture of 
this wire. The contract provided for payment of 80 per cent as soon 
as the wire was ready for delivery. Supply was to be completed by 
June. 1969 but the firm failed to supply any wire by then. In Auqust, 
1969, the firm offered to supply 14 tonnes out of which sam- 
ples were taken for testing. Eighty per cent payment (Rs. 0.27 lakh) 
was made in October, 1969 before receipt of the results of the testing 
of the samples. On testing the wire was found to be sub-standard 
and was not accepted by the department. 

1.59. Since firm 'A' failed to supply the wire in time, the depart- 
ment made enquiries from the other tenderer 'B' who agreed in May, 
1969 to supply the required quantity of steel wire from ready stock 
at its original quoted rate of Rs. 2.535 per tonne F.O.R. Quilon. 
Twenty-five tonnes were purchased from that firm in June, 1969. On 
the expectation that firm 'A' would supply, the purchase was then 
limited to 25 tonnes only. Having further seen the performance of 
firm 'A' one more order was placed with firm 'B' in November, 1969 
for supply of 66 tonnes of wire at the original rate (Rs. 2,535 per 
tonne F.O.R. Quilon) but the firm did not accept it on the ground of 
general increase in prices of steel. 

1.60. For purchasing the wire from ready stockists the State 
Deputy Chief Engineer (in order to avoid delay) visited Bombay and 



in January 1970 the department placed an order, withoat inviting 
tenders and after negotiation, with another firm 'C' (of Bombay) for 
supply of 66 tonnes of the wire, at  ks. 2,Y;lu per tonne Y.U.H. hMrhay. 
fro regular contract has been executed by that firm. The supply 
order was placed' through a letter which stated that 25.25 ton* 
would be despatched (by that firm) in the second week of February 
1970 and the balance in two approximately equal lots in March and 
April 1970. This firmpupplied only 18 tonnes upto June 1970. By 
November 1970 supply of the wire by this firm was nearing comple- 
tion. . a -  

1.61. The extra cost in purchasing 90 tonnes of wire (for which 
orders were originally placed with firm 'A') outside the original con- 
tract was R s  82,605 (difference in price plus extra freight charges 
and additional charges for transport by lorry). Delay in supply of 
steel wire also caused delay in the progress of the bridge work and 
the contractor who was executing the work demanded (November 
1969 and March 1970) compensation of Rs. 1.29 lakhs for delay. The 
rlaim of the contractor was rejected by the department in September, 
1970; the decision has not been accepted by the contractor (October 
1970) who has informed the department that he is putting up the 
issue for arbitration. Further developments are awaited (Novem- 
ber 1970). The advance payment of Rs. 0.27 lakh was refunded by 
firm 'A' in November 1970; action has not been taken (December 
1970) for recovering from firm 'A' the extra cost of Rs. 82,605 on 
repurchase. 

1.62. The State Government intimated (December 1970) that the 
question of instituting recovery proceedings against firm 'A' for reco- 
very of the extra proceedings against firm 'A' for recovery of the 
extra expenditure is being considered in consultation with the Law , . 
Department. 

[Paragraph 48, Report of the ComptroIIer and Auditor General of 
India for the year 1969-701. 

1.63. At the outset the Committee referred to the delay of about 
4 years in furnishing technical comments of the Government of 
India on the design of the Super-structum. The Director General 
(Road Development) stated: "It was a lumpsum tender on the basis 
of which the contract was settled and the contractors were required 
to furnish details of the designs, broad outlines of the designs on 
which the contracts are finalised in the lumpsum tender. After the 
contracts have been settled with them, they started sending the 
designs of the various components-foundations etc. and they 



started sending designs for the intermediate spans which came 
some time in July, 1966 and certain portion of i t  came in 
October, 1966. Now, till then foundation work and the structural 
work has not progressed and there were certain difficulties and cer- 
tain problems in the approval of the work of the foundation struc- 
ture itself. The super-structure design which naturally comes later 
on was not cleared then. Actually, itwas forwarded to us here and 
it appears that the comments were given some time in the month 
of August, 1'968." 

1.64. The witness further explained the nature of technical appro- 
val and stated: "Technical approval in respect of bridge: was limited 
to outline designs only because of the  need to encourage contr.actors 
to give alternative designs and because of the need to encourage the 
bridge-building industry and thereby encourage cheaper contracts. 
So, in the case of bridges, detailed designs were not prepared. Detad- 
ed designs mean complete details of very component; the calculations 
would probably run to about 200 or 400 or 500 pages depending upon 
each of the structures. That was not prepared b e c a ~ ~ s e  that might 
mean that in case the design was completely changed, it would result 
in infructuous work. So, at that stage, with the advice of the techni- 
ral staff, it was decided to call for alternative tenders on the basis of 
technical design and the technical approval was given in the case of 
bridges on the basis of the outline designs which were quite enough 
for putting the desiLgns for tender." 

165. Asked whether the inordinate delay in furnishinq tcchnical 
comments after according technical approval was because of the de- 
lav  on the part of the Roads Wjng of the Ministrv of Transport and 
Shipping or on the part of the State Government, the witness stated. 
"There has been a lot of correspond en.^ which has pone on as to 
the extent to which the officers of the Mlnlstrv were responsible fw  
delav in approving it and to what extent the State FWD and the 
contractors were responsible " 

1 66. The Ministrv s~tbseauentlv intimated to the Comvli  tee t h l t  
the agreement for the bridge work was executed on 30th Julv. 1965 
and that the work was to be completed bv 99th Julv 1967 The due 
date of comdetion was, h o w e v ~ r ,  periodicn!lv extended unto the end 
of June. 1971 The work was actuallv cnmn'cted in Dccember. 1971 

1.67. During evidence the Committee c ~ n ~ l i r e d  whv the State 
Government undertook to purrhace.h;ch. t ~ n c i l e  wirec and sunnlv to 
tho rontractor who was entrusted with thc conqtruction of the b r i d ~ e  



The witness deposed: "When the contractor was asked his reply was 
that he can supply the indigenous make. He said 'we will ascertain 
the rates from our suppliers and will let you know shortly our quota- 
tions, which wjll be inclusive of all taxes, plus transport charges and 
we do not expect any margin at  all'. Actually, the State Govern- 
ment did not get any information from them and the State Govern- 
ment decided that it will be in the interest of the economy to get the 
tender floated by which the contractor will also be prepared to quote 
and the lowest tenderer can get the contract." 

1.68. The Committee desired to know the provisions of the con- 
tract regarding supply of high tensible steel wires for the bridge 
work. The Ministry furnished the following extracts of the notice 
inviting tenders:- 

'Extracts of item 11 of Schedule ' E '  of Notice inviting tenders 
11. As far as possible thc department will try to supply the re- 

quired quantity of high tensile steel a t  the rate given in clause 3. 
9.2 of notice inviting tenders. However, if called for by the Depart- 
ment the contractor will supply the required quantity of high tensile 
steel at the prevailing supply rates inclusive of all taxes and the 
minimum transport charges. No margin of profit is allowable to 
the contractor on this account." 

"Extract of clause 4.19 of the Notice Inviting Tenders 

4.19. Assistance in procurement of priorities, permits etc. The 
Engineer on requcst by the contractor, will, if in his opinim the 
request is reasonable and in the interest of work and its progress, 
assist the contractor in the procurement of the necessary plant, 
machinery or material not locally available. He will also assist the 
contractor in securing the priorities for deliveries, transport etc. 
where such.are needed. The Department will not, however, be res- 
ponsible for the non-availability of anv of the facilities or delay in 
this behalf and on claims either in cost or time on account of such 
failure or delays shall lie against the Department." 

1.69. According to the information given by the Ministry, two 
tenders were received for the supply of high tensile steel wires, the 
details of which are indicated below: 
- - -- - 

Rate f f.o r u w k s )  
RE 

f i  . . . . . . . . .  2277 29 



1.70. The Committee drew attention of the witnecs to the  state- 
ment in the Audit paragraph that firm 'A' had no previous exper- 
ience in manufacture of the wire and asked why order was placed 
for the entire quantity instead of an educational order. The witness 
c1,arified: "At the initial stage when the work was a w a r d ~ d  to them, 
there was no reason to believe that they would not be able to supply 
because the firm by themselves were a big firm and the production 
of high tensile wire technically was not a matter which called for 
a large amount of skill and if there was a big firm which had the 
capacity to do this type of work, there was no reason for the State 
Government to think that they would not be able to do this type 
of work. I am speaking from the point of view of what the  State 
Governments might have been thinking then, because these matters 
were not referred to us. I do not think that the State Government 
had any reason to believe that the firm would not be able to supply 
this wire." 

1.71. Firm 'A' in their letter dated 19128th January, 1970 address- 
ed to the State PWD authorities had infer olia the following to say: 

". . . due to the encouragement given by your Department, we 
agreed, as a special case, to develop this product in our plant, where 
we have all facilities for the processes like patenting. pickling, wire 
drawing etc. You are also aware of the discussions the Departmental 
Engineers had with our representatives during September, 1968. re- 
garding development of this line. All of you were also aware that 
although we have the facilities, we had to develop manufacture of 
this product, as we had not manufactured this item in the past. We 
ventured for this only to assist the Department became of the 
scarcity prevalent at that time." 

1.72. The Ministry stated in reply tn a question that there was 
no approved list of firms for the supply of high tensile steel wires. 

1.73. Dealing with the provisions of the contract entered into with 
firm 'A' regarding risk purchase, the witness informed the Com- 
mittee during evidence: ". . . .there is one clause which has come to 
our notice that when the contractor defaults, the Government arc  a t  
liberty to procure the same from elsewhere without cancelling the 
contract as a whole, and if the Government incurred in thus procur- 
ing materials a higher cost, then the agreed rate, such excess cost 
may be deducted from the contractor's bill or adiusted or otherwise 
realised from his security deposit o r  be recovrred from him hv other 
means. This is a clause which is therr in thr  rontract. There is 



also another clause which says that i t  shall be lawful for the Govern- 
ment from and out of any moneys for the time being payable or due 
to the contractor from the  Government under this contract or other- 
wise to set off any loss or expense caused or damage sustained or 
incurred by Gavernment by reason of the cancellation of the con- 
tract." 

1.74. Asked as to why only 25 tonncs of the material was pur- 
chased from firm 'B' when firm 'A' failed to supply in time, the 
witness stated: "Firm 'A' did not at  that stage say that they would 
not supply and there was every chance of their supplying it. SO, 
paying more to firm 'B' more than what was inevitable was not 
considered necessary by the State Government. That is why they 
went in for this amount of the order. I t  may he an error of judg- 
ment on their part, but this is what they considered right." 

1.75. As regards recovery of extra cost on repurchase, the Minis- 
try intimated that a notlce had been issued on 16th July, 1971 to the 
effect that firm 'A' should remit Rs. 76,138.50 within 20 days of the 
receipt of the notice failing which action would be instituted to re- 
cover the amount under the Revenue Recovery Act. The amount 
of Rs. 76,138.50 was stated to be based on actual quantity of steel 
wires that was to be supplied by the firm. It  was clarified that no 
legal advice was obtained h v  the State Government before issuing 
the notice to the firm. 

176. The Ministrv subsequentlv furnished a copy of the replv of 
the firm dated 10th August, 1971 to the notice issued to them The 
firm rejected the claim of Gov~rnment  s ta t ing "From the very 
outset you brouqht about v i t ~ l  changes In the nature and scope of 
the contract from time to time in the matter of the delivery sche- 
dule, in the quality of the good\ to be supplied, in the nature of the 
tests to be nerformed etc. And In more ways than one. you render- 
ed impossible the proper fulfilment of the order" They further 
pointed out that although thelr tender was valid tlll 28th January. 
1969 the purchase order uras issued only on 28th February, 1969 
According to them, there was no commitment for anv firm supplv 
position 'Dealin9 with the rrpurchasc from firm 'B' they s ta ted 
"There is nn knowin? about any competitive tenders hsving been 
invited in that behalf and the micr at anv rate appears to bp very 
much on the high side We unhcsitatinely r e ~ u d i a t e  all liability in 
connection with such purchase" and "If a t  all vou were satisfied 
that anv alternate purchase at  the time was warranted and iustified 
we are at  a loss to know whv you deferred buving the balance 
quantitv as well for which according to your own showing. vou 



book a considerably long time and paid an unconscionably high 
price." They also repudiated the claim in regard to repurchase from 
firm 'C' stating: "Even assuming that you had to make alternate 
purchase, i t  does not mean that you can do so at  any time and for 
any price." They further alleged that inordinate delay in arranging 
tests and communicating the results as well as in  lifting the consign- 
ment offered completely upset their schedule. 

1.77. Dealing with the compensation of Rs. 1.29 lakhs claimed 
by the contractor executing the bridge work, the witness gave the 
following break-up during evidence: 

Salary of idle staff and workers, hire charges for idle machinery, 
over-head charges, head office staff etc.--Rs. 67,160. Possible in- 
crease in cost of material and labour on the balancc work costing 
Rs. 51- lakhs at  the rate of 10 per cent-Rs. 50,000. Interest on 
security deposit amounting to Rs. 2.3 lakhs a t  the rate of 10 per cent 
for six months-Rs. 11,500. Total-Rs. 1.28,660. 

1.78. Thp Ministry informed in advance of tsvidence that the  
notice issued to firm 'A' on 16-7-1971 also mentiont.d that they were 
liable for such losses as the State P.W.D. might suffer due to the 
Award that might be passed by the Arbitrator on the bridge con- 
tractors claim of Rs. 67,160 as compensation on account of the  delav 
in supply of wires. The claim was rejected by the firm. 
However, during evidence the witness stated that the State Govern- 
ment had agreed to amend the notice to include the vntire claim of  
Rs. 1.28.660 It  was subsequentlv intimated bv the Ministrv tha t  
the arbitrator had awarded a sum of Rs . 29.205 to thp contractor. 

1.79. In a r - t e  explaining the procedure followed in recard to 
the execution of work through State Governments and the nature 
of  financial and  technical control exercised bv the Government of 
India. the Ministry stated: "Construction of National Highways is 
a Central subject under the Constitution. The Government of India 
in the Ministrv of Shipping and Transport (Road Wing) are adminis- 
trativeIy and financially responsible for the construction, dcveTop- 
ment and maintenance and repairs of roads classified as National 
Highways in the  various States" 

"However, the State Governments execute t.he work as agents 
of the Central Government after obtaining technical and financial 
approval of the Government of India. As authorities in charge of 



actual execution, the  State Governments are primarily responsiblje 
in executing the works not only according to the approval designs 
and technical specifications, but also in accordance with the relevant 
financial rules and regulations. The responsibilities of the execu- 
tive agencies a r e  defined in the National Highwa'y Rules, 1957 fram- 
ed under the National Highways Act, 1956. The State P.W.D. are 
expected to submit periodically progress reports not only in respect 
of physical progress of the work but also in respect of financial 
progress to the Government of India." 

1.80. When it was pointed out during evidence that there should 
be some procedure by which the Centre might have control and be 
in continuous contact with what was going on so that no avoidable 
loss was incurred by the executing agencies, Secretary, Ministry of 
Transport & Shipping stated: "It has been continuously worrying 
us and i t  is in our thought. One line we are thinking of is, giving 
them complete responsibility upto a certain monetary limit. If you 
go into the whole question-because of the other suggestions made 
here-you will find there are thousands of jobs for which contracts 
or tenders are invited. The Roads Wing is overloaded as it is to 
have the technical scrutiny and process the case and get the  adminis- 
trative approval." 

"The second thing is, we have a very small nucleus of liaison 
officers but they are of a very low level and the Chief Engineers 
naturally do not like their interference much We have been trying 
other methods of giving coinnlete, detxled guidelines as to how esti- 
mates are to be prepared, how they are to be sent how the monthly 
expenditure statements have to be sent, how thr, periodical returns 
are to & sent and so on, but invariablv there is intermmable cor- 
respondence to get these detsils A Int  of things do not really come 
to our notice unless something serious happens So. we are a t  it. 
The most drastic solution would be for the Central Government to 
set up its own executive agencv and that opens up a lot of questions. 
Historically and traditionally, from the dam of Independence, when 
the National Highways were taken over, the agency has been given 
to the States. So, the Centre-State relations hi^ comes in But how 
to have an effective technical and Cnancial control has been our 
continuous worry. We reallv do not know from dav to dav from 
month to month, what expenditure is being inrurred. There 17 

always a backlog of information We have been urging upon the 
State Governments to i rn~rnve  their organisation, to s ~ t  up a sepa- 
rate highways wing for the Central swtor alone with a Chief E n d -  
neer and adequate staff and thine? We are in difYiculties Honestly 
speaking, we  have not been able to find a really satisfactory solution 



which will enable us to have the execution done well.' A t  the same 
time, we  are striving to discharge our responsibility as effectively 
as possible as you and Parliament know. We are a t  it." 

"We have a study made by the Administrative Reforms Com- 
mission. They have given a report. One of the recommendations 
is that we should only concentrate on work which involves a certain 
high level of expenditure, because the studies already show that 
many States have a very highly organised public works department 
and they are executing the work of almost the same quantum in 
the State Sector as in the Central Sector, because in the Fourth 
Plan, the amount is Rs. 418 crores for the Central Sector and about 
Rs. 439 crores for the State Sector. We shall have to consider the 
study made by the Administrative Reforms Commission and consult 
the Finance Ministry." 

1.81. A note indicating the deficiencies in the working of the 
existing agency system furnished by the Ministry is reproduced at 
Appendix I. 

1.82. The Department of Administrative Reforms, Ministry of 
Home Affairs in their report (July, 1970) on the reorganisation of 
the Roads Wing, Ministrv of Shipping and Transport, have inter- 
alia recommended delegation and decentralisation of powers and 
simplification of procedures Dealing with progressing and evalua- 
tion of work, they have stated: "The other neglected activities are 
progressing and evaluation. The present system of watching prog- 
ress of the sanctioned schemes is not verv satisfactorv. The State 
Governments are at  present reauired to furnish quarterly progress 
report. regarding execution of works and completion report after the 
project is implemented Thev are also required to submit monthly 
expenditure reutrns These reports are not being generally sub- 
mitted in time and the renorts which are received are  not svstema- 
tically analysed. I t  may be desirable to have a meaningful and com- 
prehensive reporting system through which it will be ~ o s s i b l e  to 
have effective control over the execution of work." The recom- 
mendations of the Department of Administrative Reforms are stated 
to he under consideration of Government. 

1.81. The delays and deficiencies noticed in this rase connected 
with the construction of a bridge on the Quilon-AIlenne~r Nntion~l 
Highway are typical of the manner in which the Centrnl works are 
executed through the State Governments without effective coordi- 
nation. The work which was scheduled to be completed by July, 
1,967 was actually completed in December, 1971. To what extent 



was this due to the delay in furnishing technical comments for the 
various items of work is not known. Tho Committec desire that the 
relative responsibility of thc: ltoads Wing of the Ministry of Trnns- 
port and Shipping and the State Government for tlie deluy in clear- 
ing the designs should be detcrmincd. 

1.84. It  is not clcar to thc Coni~nitlcc as to \thy the State Govern- 
ment thought it n c c e s ~ r g  to pro\irlc for the departmental supply of 
high tensile stcel wires only, for the hridgc \to& In respect of other 
requisite materials to bc p r o c ~ ~ r c d  by the Cotitractor himwlf the 
Go\ernmcnt did not makc thclnsr lvr~ ~csponsihle for either delay in 
procurement or increase in co4t thereof in any manner. As the 
entire bridge work wa4 awarded on lu inpw~n ha&, the Committee 
do not consider tlwt the action o! the !State Govcr~)nlent in agreeing 
to supply one of the. items uiis ju4tifird. In \icw of the fact that 
thi4 resultccl in needless c1:riln- for rompcnwtiou by the contractor 
on account of delay in supplie\ mi l  other complications, the Commit- 
ice feel that the matter require4 invt~tigation. Further they would 
like to kno\v the practice ill  this rc.r.trcl ill othrr bridge works on 
National I t l i g h ~ a j s  c*\ccr~tc(] through rarioa4 Stair  Governments. 

1.85. The Committec rcgrrt l o  find that orders for wpply of high 
tensile steel wircs \\err plated oil1 lirni 'A' for llw rntirr  quantity 
of 90 tonncs despite thc  fwi t!1:31 the lirni i\ \inti4 to have apprised 
the Departincnt of t l i e ~ ~ .  1;tc.k of c.upcricnc.r in t~ianuf:lct~iring thi4 
product and of the need to clr\rltr,l it as :I 4pc-c.i:tl case "lo assist the 
Department'. As thew \\;I\  :~nc~thw \:~licll trnder. the Committee 
feel that the authorities nerd not 1w\v sought the ns4ktance of or 
sliown any indulgence to :I h c n l  firm. The correct course in such 
ciircumstanccs would h a \ c  bvcii 10 plurc u u  educationul order to 
test the capacity of the firm. 

1.86. Incidentally, the Con~cnittec n ~ t r  t h i ~ t  thwr  was no approvcu 
list of firms maintained by thc Central Govertin~ent for thc supply 
of high tensile wircs. In view of the cxprricncc in this caw,  the 
Commission consider it desirable to hare  approved lists of firms for 
supply of main items for the guitlance of Slate Governments cxecut- 
ing Central works. 

1.87. A lapse in regard to repurchaw of high tensile steel wires 
on failure of firm 'A', noticed by the Committec is that the State 
Government took recourse to it without inviting tenders and without 
taking any legal opinion. Finn 'A' have repudiated thc claim5 of 
Rs. 76,238 in this behalf and have point& out inter-alia absence of 



firm commitment on their part to any specific delivery schedule from 
the beginning and delay in arranging test and communicating the 
resltlts by $he Iloportnlent. In the opinion of the ,Committee, the  
various tornnri%sions and nmissions in this caw require investigation 
with a view to fixing responsibi.lity. 

1.88. The Colltmittee note that the arhitrator has awarded a sum 
of Rs. 29, 205 in favour of the contractor executing the bridge work 
against his claim5 of c80nipensation for the delay in supply of the 
steel wires. The Conunitlee would like to know what further steps 
are  proposed tu be taken to recover from firm 'A' this a n i o ~ ~ n t  and 
the extra  expenditure on repurchase antounting to R\. 76.138 and 
the results thereof. 

1.89. Arising out of tlw above case is the general question of 
satisfactory exec~ttion of Ccntri~l works througl~ the S t i~ tc  Govern- 
ments. The Committee have been pointing out lrom time to time 
the inadcquacics in this rcgarcl which resulttd in avoidable losses an 
the one hand and tardy escculion of works on the other. They have 
nlso pointed out lack oF control over spending through the works 
executing agencies ri.sulting in consider;rblc recurring excesses/ 
savings tinder grants voted by IJitrliament. That there is thus nerd 
for effective coutrol---technici~l and financial-need hardly m y  far- 
ther emphasis. Various nwtsures such as delegation of powers to 
the State Governments nntl c*;rrniarking staff for Crntral Sector Road 
works h!r all the State Governmcnts, are stated to Itc under cansi- 
deration. The Comn~illce wish to obsrrvc that it is high time that 
the procedure for escc~ution of road works on agrncy basis is stream- 
lilted in ~onsultation with 111~. Ministry of Finance. They \vuuld, 
hewever, like to ~ ~ 1 l f i O l l  Govtvnment that any srlwnie of delegation 
would wctrk satisfactorily only if there is a systcni to assess effec- 
tively thv proper disrhnrgc of clclcgntecl responsibilities. 

1.90. The Committee find from the repsrl  of the Department of 
Administrative Reforms that progrc.ssing and evaluation of work 
though important, is one of tllc neglected activities of the Roads 
Wing of the Ministry of Trnnsport and Shipping. The Committee 
regret to learn that the progress reports relating to works arc not 
submitted by State Govcrnments in time and the reports which are 
received are not systematically annlysetl. In order to have an cffec- 
tive executbn of work, this s i t ~ ~ a t i o n  has to bc remedied and a better 
coordination through the regional offices established. 



Failure of road crust 

Audit Paragraph 

1.91. The work "formation of right approach road to Vasista 
Bridge" (on national highway) was originally proposed to be exe- 
cuted under the conventional method (i.e., using soling stone etc.). 
After the earthwork formation was completed, the Deputy Director 
Central Road Research Institute, who visited the site suggested in 
May 1966 that, as the road was to be formed on black cotton soil 
which often tended to sink under heavy traffic, the "soil stabilisa- 
tion" method (i.e., using soil mixed with lime) be tried for the crust 
portion. The new method was adopted in December 1%6 on an 
experimental basis for a reach of about half-a-mile under the direct 
supervision of the Central Road Research Institute officials and the 
work was completed in two months. In February 1967 it was order- 
ed by .the State Chief Engineer that the entire reach of 5 miles and 
2 furlongs sh,ould be constructed under the new method and the 
work completed by 20 April 1967. the date on which the bridge 
across Vasista was to be thrown open for traffic. Work was done 
round the clock (under the supervision of the Central Road Research 
Institute) by employing extra staff and the road thrown open for 
traffic on 27th May 1967 but it had to be closed on 11th September 
1967 due to yielding of the soil and consequent failure of the surface 
under heavy traffic during t.he rainy season in July and August 
1967. The department had to undertake extensive repairs costing 
Rs. 2.27 lakhs for strengthening the crust of the damaged portions. 
The failure ,of the road crust was held as mainly due to:- 

(i) opening the road for traffic just before the monsoon even 
though the top layer of 3 inches consolidated granite had 
not been provided and the surface not sealed with bitu- 
minous surfacing; 

(ii) the total thickness of the consolidated granite being short 
of the designed thickness by about 5 inches even ignoring 
the top layer of 3 inches thickness which was not pro- 
vided; 

(iii) using sand as sub-base though murrum had been suggest- 
ed by the Central Road Research Institute. (In fact 
murrum treated with lime was used in the experimental 
rearh of half-a-mile taken up in the first instance and the 
crust did not fail in this portion); and 

(iv) exposure to rains of the top layer. 
[Paragraph 49, Report of the Comptroller & Auditor General of 

India for the year 1969-701. 



l.92. The Committee desired to know the reason for the deficien- 
cies i r i  the work when it was supervised by the Central Road Re- 
search Institute. The U~reclor Ccneral (Hoad Development) stated: 
',Except for the limited number 01 iuriongs which were done duectly 
and specifically under the direction and supervision of the CentFal 
h a d  Kesearch lnstitute, the rest of the work was carried out in 
about three months and was open to traffic before the last layer of 
the work was completed and before the sealing was done." He 
continued: "The Central Road Research Institute came into this 
because the design of the crust was to be done and, while approving 
the estimate, i t  was menti,oned therein that the investigation in 
connection with the strength of the soil should be carried out and 
the crust design should be looked into. Obviously, the State Gov- 
ernment carried out this work after discussion with the Central 
Road Research Institute." 

1.93. The Director, Central Road Research Institute added: "As 
far as the role played by the Central Road Research Institute (CRRI) 
for this particular problematic stretch of road is concerned, the 
CRRI, as a result of research work carried out, suggested a new 
technique, a bit different from the conventional technique to eco- 
nomise ,on the cost of construction. We in the CRRI evolved this 
technique in the past few years as a result of both research in the 
laboratory as well as trials in the field. Based on this we gave a 
design for the construction of this stretch of road. This technique 
was meant to have wide adoption in the country and with this 
object in view, the Deputy Director of CRRI visited the site to 
render necessary advice to the State P.W.D." According to him the 
use of sand-base instead of moorurn had the approval of the Central 
Road Research Institute. It  was because their attempt was always 
to use the locally available material to the maximum extent. In 
this particular case, moorum was not locally available with the 
result that the use of moorum would have increased substantially 
the cost of construction. Hence they agreed for the sand layer 
which was ultimately adopted by the State P.W.D. The failure was 
on account of the "non-implementation of the total design over and 
above the stabilised layer which is the basis of the new technique" 
and "leaving the road open to traffic specially in the rainy season" 
as per his own assessment although a committee had been consti- 
tuted to go into the reasons. 

1.94. In a note the Ministry stated: "The Central Assessment 
Committee of the Government of India, which draws up programmes 
for constructing roads according to specifications developed Eased 
on new techniques and recommends reimbursement of expenditure 



bn failures, if any, incurred against such approved schemes, appoint- 
ed a sub-committee to investigate the case of failure of the pave- 
ment on the right approach road to Vasista Bridge. The sub-com- 
mittee met a t  site on the 6th August, 1971, for preliminary discus- 
sions. T'he committee had further deliberations in New Delhi and 
its report is under finalisation. After the Committee submits its 
report and after it has been considered by the Government, the  
Public Accounts Committee will be informed further in the matter." 

1.95. During evidence the Committee were informed that the 
advice of the Central Roads Research Institute was confined to the 
middle layer, leaving the top layer which consisted of the normal 
type of work to the State P.W.D. 

1.96. The Committee desired to know why the total thickness of 
consolidated granite was short of the designed thickness by 5". The 
Ministry in a note explamed: "The State Government have stated 
that originally the road crust was designed by the CRRI assuming 
n CBR value of 2.5 for black cotton soil and according to this the  
total crust to be provided is 259" only. The road crust was cons- 
tructed to this thickness except for the top granite layer of 23" 
thickness (compacted) in a length of 44 miles before traffic was 
allowed on the road. The crust thickness in this 44 miles stretch 
alone was thus less by 23". Subsequently the State authorities had 
in consultation with the scientist (Deputy Director of the CRRI) 
decided to increase the thickness from 254" to 271" as in their 
opinion a CBR value of 2 only should be adopted for such a soil and 
consequently while rectifying the damage to the road an additional 
layer of 3" (loose) granite metal was added by them." 

1.97. During evidence the Committee desired to know whether 
the new method recommended by the CRRI was referred to the 
Ministry and their approval obtained before adoption. The Director 
General (Road Development) stated: "Approval was not given by 
us. The information was supposed to have come to us earlier, but 
actually when we knew of it officially, they said the work had al- 
ready been done. They referred us to a letter which was supposed 
to have been received in the Ministry, but was not traceable with 
us. They did not want any approval from u s . .  . ." He admitted 
t h ~ t  as per the normal procedure the State Government should take 
the approval of Government of India for any change in specification. 

1.98. The Committee enquired whether Government had come 
to any final conclusion about the effectiveness and economy of the 



hew design and if so, whether it was being extended to other roads. 
The Ministry submitted in a note: "It has generally been considered 
appropriate by the Ministry of Transport (Roads Wing) to a e  
advantage of the information collected on such new techniques, by 
the Central Assessnlent Committee, set. up by it, before adopting 
these for routine construction. The performance of such lengths 
of road has to be studied by the Central Assessment Committee over 
a perio,d of ycars befor,t: the Ministry can take any decision regard- 
ing effectiveness or otherwise of anp new tcichniques. 111 this parti- 
cular case the Central Assessment Comlnitter. has not yet come tn 
any definite canclusion. as the Commit te~  has to first study' thr  
report of the Sub-Committw constituted to go into the causes o f  
the iailure of the road and then consider the service records of 
other lengtils of roads constructed with this technique. The case 
study ,of one singlc lcngth may not h~ cilnsidcrcd adequate to takc 
a decision about the technical feasibility or otherwise of the tech- 
nique. So far no decision has becv taken by the Ministry regarding 
the efToctivenrss or otherwiw of t hc. techniques." 

1.99. According to the evidence tendered by the Director of the 
Central Road Research Institute the failure of the crust of the right 
approach road to Vasista bridge on National Highway necessitating 
repairs at  the expense of Rs. 2.27 Iakhs was due to "non-implemen- 
tation of the total design over and above the stabilised layer" and 
leaving the road open to traflic prematurally especially in the rainy 
season. The Committee. however, acrta that e Sub-Commkttee of 
the Central Assessment C e n d t t e e  is investigating into the  reasons 
for the failure. The Committee would, &berefwe, like $0 await  their 
furdings and the action taken thereon, The Com&he forther nete 
that total crust to be provided was increased subseqaently 61:~lt l  25" 
to 274" in wnsdtat ion with the CRRI. Therefore, it should also be 
investigated as to why the design which was done by CaRI did not 
originally provide for the required thickness. 

1.100. f i e  adoption of the ncw "sod stabilisrition" method by the 
State Government as suggested by the CRRi did not have the -13- 
fie approval of the Ministry of Transport and Shipping (Roads Wing). 
The Corumittee understand that f i e  Central Assessment Committee 
has yet to come to a .decision regarding the technical feasibility or 
otherwise of the  method. The Committee may be apprised of the 
decision in ,+his r tgard h due course. 



Unnecessary procurements of Spares due to gross over-estimation of 
requirement 

1.101. Five items of spares valued at Rs. 5.32 lakhs (including 
foreign exchange element of Rs. 3.83) were indented for by the 
Director General, Border Roads, in November, 1962 for maintenance 
and overhaul of a certain type of tractors. These were received in 
July, 1963-September, 1965 in a workshop. Further purchase of one 
of the items costing Rs. 0.76 Zakh was also made in January, 1967 
and this was received by September, 1968. The actual utilisation of 
the spares so far has, however, been negligible and the entire quan- 
tity purchases in respect of four items (valued at Rs. 5.11 lakhs) is 
still lying in stock (December, 1968) as shown in the table below: 

Quantity (numbers) -- Remarks 
Item Initial u -  Other Issued Balance 

stock chased receipts 

A .  . . . 481 10,400 84 119 10,846 *40,18o had been 
purchased in 

B . . 532 7,450 96 142 7,936 January 1967 
and hence the 

C . . . .  91 242 .. 33 300 issues were 
from the stock 

D . . . .  33 . . 130 14 149 held and 
purchases made 

E . . . . 2,304 '50,220 7,292 7,292 49,082 earlier 

1.102. 54 out of 70 tractors of the type held by the organisation 
have already been overhauled once and it has been decided in July, 
1967 that these tractors would be discarded at the second overhaul 
stage. The possibility of utilisation of most of the spares lying 
in stock is therefore remote. 

1.103. According to the Director General, Border Roads, these 
items were procured on the basis o'f the manufacturer's recommen- 
dations and life expectancy of the tractors but due to the extremely 
severe working conditions, the tractors came up for overhaul ear- 
her than expected resulting in a lower rate of consumption of spares 
for maintenance; and also some parts of the tractors were allowed 
to be used till condemned without' replacement of any component. 
The Border Roads Development Board have stated that a census 
of all surplus spares in the organisation is in progress and is ex- 
pected to be completed by April, 1970. A further probe is also pro- 
posed to be carried out if the surplus is found to be hrge. 

< 

[Para 50, Audit Report (Civil), 19703. 



1.104. At  the outset, the Additional Secretary, Ministry of De- 
fence explained the background of acquisition of the spares for 
tractors dealt with in the Audit para: "The point you are dealing 
with in this Audit para d a t e s  to Crowler Tractor which is made 
by international Harvestor of United States. The Crowler Trac- 
tor. TD-20 to be precise, that is how it had been described-it has 
got a number of models and the one which is the subject matter of 
the Audit para is 200 series. We call it TD-20-200 series. I am 
saying all this because lated on we purchased the same TD-20 but 
of a different series, It is the misfortunate of the Border Roads 
as the user that the firm goes on changing these series and the com- 
monality of the spare parts gets reduced; in fact, sometimes i t  is 
hardiy 5 or 20 per cent so that we get a multipilicity of problems 
on account of different models. Now, these 200 series we purchased 
70 numbers in 1960 or 1961 when the Border Roads get going. 
We got a World Bank Aid. I t  was advertised widely and everybody, 
including Caterpillar, had applied and our ISM, Washington p r -  
chased or selected International Harvestor. I t  is a good tractor and 
it has done well. But for the fact that our collaboration at that 
time was with Komatsu we could have had the* tractors in large 
numbers. When we purchased this tractor, we also purchased from 
Komatsu XD-80. TD-20 corresponds to size I1 of Caterpillar. D- 
40 and D-50 of Komatsu you can use on a smaller period. You can 
:tart working with those tractors. When the road gets a little more 
widened ybu can start using a bigger tractor. When we purchased 
these tractors we had no experience. The Border Roads Organisa- 
tion started as such with men taken from the Indian Army and in 
the Indian Army they had full experience onily af Caterpillar 
tractors. They had practically no experience of Internatinoal Har- 
vestor tractors. 

"This tractor has 1,051 items of spares. This is not particular to 
this tractor. I t  applies to all the variegated models and series that 
we have got. When the tractor has.l,051 items of spares the Direc- 
tor General, Border Roads has to make up his mind as to what 
spares he should order. We had no experience. There was no 
~xperience in the Indian Army of constructing roads in the 
Himalayas except some bits on the foothills. This is an  area where 
it is very difficult to work. We do not really know how the trac- 
tors behave against slippery rock and hard rock because sometimes 
we have a mixture of good and bad rmks. So the Director Genm.6, 
Border Roads got the recommendation of the suppliers, because the 
suppliers or manufacturers' recommendation is based on their know- 
ledge of which are the items which are weak and likely to go off 
and which are likely to last long. So, on the .recommendation of 



the manufacturer, 1,051 f i m s  inc1,lvolimg 4 were ordered ,by the 
Director General. Border Raads. The manufactu~ers did zndieatc 
what number 1s requred for minrlenanoe for a pemod of two to 
three years. But  In the case of ploy bolts, C k  last one which has 
been mentmned in the A u d t  para, there was no indieat~on by the 
manufacturers for the slmple reason that ~t is nothing but a bolt 
which holds the  cutting edge of the tractor which costs Rs. 1.85 each. 
A cer ta~n  number of these bolts. 1,0,040 to be precise, were ordered 
in the expectation that these cutting edges will give us trouble. I 
llave got some experience of border roads and I can tell you that 
to start with Komatsu tractors gave a lot of trouble. Even In 1960- 
61, Border Roads had some difficulty with t lm type of thing in 
Gornatsu. In that background this order was placed. I do not feel 
that the judgment of the EME officers In this r e g a ~ d  was really bad. 

"The first stock of plow bolts camc out of U S .  Aid. I am men- 
tioning this because we  did not pap for this item in foreign exchange. 
as far as I know. The later order which was placed in 1967 was 
on the indigenous manufacturer. So, we did not spend any foreign 
exchange. Of course. I am not saying this in mitigation of what 
has happened. I am only ment~oning that for this particular item 
foreign exchange as such did not come into play. But, nevertheless. 
we had over-estimated them 2nd in the long run we had a large 
number of them for which we could not find any use even though 
TD-20, other series, could havc used thrse ones which we have got. 
We did not ask for these holts for them." 

"In regard to thew items it is not as if  we havc placed a number 
of order. With regard to other items the orders were placed only 
once, in November. 1962 and this covered two years' maintenance 
requirements and one overhaul, as recommended by the manufac- 
turers. This is the  position so far as these items are concerned." 

1.105. As regards the possibility of utilisalion of the surplus 
spares, the witness stated: "Out of these five items, plov bolt is of 
common use and can be used. To the extent that it can be used in 
the TD-20 series i t  has been used. In regard to the other four 
items, I regret to say that in November, 1962 when we were trying 
to place our first indent, the organisation was so busy that it was 
impossible for i t  to find out what are  liktlv to be the commonalities 
between the different tractors. We have to carry out certain 
trials which require a lot of experience, documents and staff t o  flnd 
out the commonality. But when we  first placed the  order, the Idea 
of finding out the commonality did not really occur to  us nor was 
i t  feasible at h t  time." 



1.106. In advance of ma1 evidence, the Ministry intimated the 
stock position of five items of spare parts mentioned in the Audit 
paragraph and the value thereof as follows: 

"The stock position of the five items of spare parts which 
have been retained for use is as follows: 

Quuntities Quantities Quantitv 
St. Nomenel~ture ur~dcr rrana- ~llrposrd of' rctainrJ by 
No. fer t o  E-in- hy DGS&D t h e  Organi- 

C's IZr. hy auction satlon for 
~n 3rd use 

May. 1971 

I .  Hushing Track Link . . . 865 8,204 1,280 

2. Pink'l'ritck Link . . . . . . 6,155 I ,280 

3. IiearingSprockct Urive Pillion. 16 236 20 

4. Hearing Drive <;car Inner . . . 15 97 10 

5. P ~ o \ v  Bolls . . . .  . . 4r7657 2.293 ,- 

- ~. ~-. -~ 

The estimated value o l  quantities referred to above, retained for 
use, is Rs. 0.66 lakh." 

1.107. Asked dnnng ev~dence about the orlglnal cost of the spare 
parts auctioned and thc amount reallsed, the witness stated: "The 
five items, which we had declared to the IXS&D, were disposed of 
on 3rd May, 1971 and the sale value reallstd, as reported bv DGSGID, 
was Rs 1.20,000 as agamst the book value of Rs 5.04 lakhs for all 
the items." 

1.108. As desired by the Committee, the Minis t~y intimated the 
rteults of the census of all surplus spares in the organisation: "The 
census of unwanted spares has been completed by Director General, 
Border Roads. I t  has been reported that unwanted spares valucd 
approximately a t  Rs. 217 lakhs exist in respect of 86 equipment, and 
vehicles. The total cost of spares purchased in respect of these 
equipment and vehicles is approximatelv Rs. 1706 lakhs. The 
assessment of unwanted spares made by DGBR is suhject to review 
to determine actual needs particularly in respect of old models still 
in use. This review will be undertaken as part of the  annual pro- 
visioning review introduced as a result of the mcommendations of 
'the Committee on Machinery and Equipment." 

1.109. Asked to indicate whether the surplus was found to be 
large enough to consider a probe, the Ministry stated: "The view 
has been held by DGBR that on the whole the surpluses are not 



large. The matter is, however, under consideration. It  is proposed 
to hold discussions shortly in this regard." 

1.110. In reply to a question during evidence, the witness said: 
"In regard to spare parts. we have got a peculiar phenomenon. 
About a year ago, we told you that we were not able to repair a large 
r~umber of equipment because we did not have spares. Today, I may 
tell yop that we have got a very large number of spares which I 
would not say are  surplus but which, at the present moment, appear 
to be unwanted. How this phenomenon arose is a different matter. 
But the position today is that we have got certain spares which we  
need in order to balance some of the spares which we have got and 
in order to complete the overhauling of the equipment which remains 
nalf-done. This is the position." 

1.111. To an enquiry of the Committee regarding the disposal cf 
the unwanted spares, the witness replied: "We have taken a little 
time in making up our mind to dispose of these particular items. We 
do not want to dispose them of in a hurry and then. after a year. 
we find ourselves in difficulty and buy some items a t  a much higher 
cost through another agency. That is the main difficulty. 

"We have got other problems also. We have got to standardise 
equipment also. To the extent the spares refer to an item which we 
are going to standardise and the model remains the same, it will 
not be right to dispose of, except some rubber items, which may 
deteriorate in stock. So, the standardisation, the question of dis- 
carding of certain items of equipment at  the second overhauling 
stage and the problem of asse7sment of our requirements of spares 
for full life in respect of imported equipment and one life plus ovrr- 
haul in respect of others are the considerations which have made 
it difficult for the Director General, Border Roads and the Secretary 
05 the Border Roads Organisation to come to definite conclusions 
that these a re  the items to be discarded." 

"We have now, more or less, come to a stage where in respect of 
certain items, specially those where the unwanted spares is a large 
say, 20-25 per cent, it will be possible to say definitely that these are 
the  items which will not be required. Unfortunately, most of the 
equipment having high percentage of unwanted spares are imported 
ones. I was checking up all that. Out of 87 items that we have 
examined there are 55 items where the value of unwanted spare 
parts is less than 10 per cent. In their case, there is no problem. 
We may be able to carry on with them and wait until the last equip- 
ment goes away before we dispxe of them. In the case of 12 
equipments, it varies from 10-15 per cent. But the  items which are 



giving us some cause of. worry are those which vary between 20 
per cent and above. There are 33 of them and out of these 13 
involving total sUrplus spares to the tune of Rs. 117.66 lakhs the major 
surplus pertain only to 4 main items." 

"We are now considering those ones where the number of un- 
wanted spares is large and we hope that within a short period we 
shall be able to take a view which will take care of our foreseeable 
requirements." 

1.112. The Committee concerned to note the lack of effective 
inventory control in the Border Roads Organisation as is evidenced 
by the excessive purchase of Rs. 6.08 lakhs worth of spares for 
Crawler tractors of TD-29-200 series, more than 80 per cent of which 
had to be disposed of at less than 25 per cent of the original price. 
It is disturbing to note further that as against total cost of Rs. 1706 
kkhs  of spares purchased unwanted spares valued approximately 
a t  Rs. 217 lakhs exist in respect of 86 equipments and vehicles. In 
respect of 13 out of these equipments the value of unwanted surplus 
(Rs. 117.66 lakhs) is over 20 per cent of the total value of their spares 
held and the major portion of them relate to four main items. That 
there should have been such a large accumulation of spares in a 
relatively new organisation such as the Border Roads shows how 
faulty the system of provisioning was. The Committee would like 
to know the results of the probe as to how this phenomenon arose. 
The utilisation/disposal of the surplus spares may also be reported 
to the Committee. 

1.113. The Committee wish to stres5 that there should be an effec- 
tive annual provisioning review in future as recommended by the 
Committts on Machinery and Equipment which should take into 
account the existing inventory of spares. Further the Organisation 
should attempt to standardise the vehicles and cquipments as far as 
possible so that the problem of multiplicity of spares is not met 
with in future. 

Avoidable payment to consultancy firm due to defective agreement 

Audit Paragraph 

1.114. For conducting basic surveys and preparing preliminary 
designs and project report for the second shipyard project, Cochin, 
Government concluded in February, 1965 an agreement with a 
Japanese firm. The basic survey was to be conducted in India and 
only the fee of Rs. 7 lakhs ($1,47,000) payable to the firm on that 
~gcount was liable to payment of Indiaq income tax, 



1.115. Before the agreement was concluded, the firm had q u d e d  
Rs. 6 lakhs for soil surveys and Rs. 8 lakhs for preparation of pro- 
ject report, free of taxes. After consulting the Central Board of 
Revenue, the Ministry added Rs. 1 lakh (towards payment of in- 
come tax) to the  amount of Rs. 6 lakhs demanded by the firm for 
.mil survey and the gross amomt  of Rs. 15 lakhs equivalent to 
$3,15,000 for both the items of work was specified in the agreement. 
The unde~standing was that Rs 1 lakh represented the amount of 
income tax on Rs. 6 lakhq to be deductcd at source 3s and when the 
instalments were p a d .  The. ngrcelnent, howclm, stipulated only 
the firm figure of $3,15.000 a s  payable to the firm subject to dcduc- 
tion of Indian income tax at  sorlrcr and did not specify that Rs. 1 
lakh was intended for p a ~ ~ m c n l  of income tax and that  if thcrc was 
rcduc,tion in the tax clement thr benefit should accrue to Gov- 
crnment. 

1.116. A total net payment of $3,12.064 was made to tho Arm (on 
various dates belwem March 1965 and January 1968) after deduct- 
ing Rs. 22.022 ($2,986) only as income tax assessed in December. 
1967. The defect in the agreement with the firm resulted in avoid- 
able payment of &. 0 78 lakh In foreign exchange. 

[Para No 48. A u d ~ t  Report (Civil). 1970.1 
1.117. The Committee wanted to know how the element of income- 

tax leviable was worked out as Rs. 1 lakh and how i t  went down to 
Hs. 22.022 subsequently. The Department in a note. have stated 
"A net : 1.Lm of US $ 294.000 [b 126,000 (Rs. 6 lakhs) for basic soil 
survey and $ 168,000 (Rs. 8 lakhs) for Prelim.inarp Desifm and 
Project Report] was yuoted bv  Mitsubishi 3Icavy Industries on the 
basis that this sum wtruld be free of India taxes. The Govern- 
ment, however, decided that as a matter of principle we should not 
agree to the payment free of Indian taxes. As no  absolute!^ accu- 
rate pre-assessment of income tax liability was feasible, the 
Ministry of Finance Gcre consulted at  a meeting held on 30-1-1965 
and they indicated a figure of Rs. 1 lakh ($  31.000). On an ad hoc 
basis, which was accordingly added to $2,94.000 making the contract 
amount $ 315,000, hoping that it would be adequate. The under- 
standing was that Rs. I lakh ($ 21.000) represented the income tax 
to be deducted at  source as and when the instoIments were paid. 
The final income-tax assessment as intimated by the Income-tax 
Officer. Ernakulam in this case has come to Rs. 22.022." 

1.118. In reply to a question if the firm was requested to refund 
the excess amount, paid over its quotation of Rs. 14 lakhs, the Mini- 
stry stated "We have recently written to the firm requesting them 
to refund an amount of US $ 18,063.66 f i e .  $ 21,000 minus 2,93634) 



vide our letter No. SY-!2(9)/69 dated 20-9-1971. Their reaction is 
being awaited". 

1.119. The Committee regret that a lacuna in the agreement enter- 
ed into with the Japanese consnltancy firm for conducfing basic 
surveys and preparing preliminary designs and project report for 
the Second Shipyard Project, Cochin, resulted in a gratuitous pay- 
ment of Rs. 0.78 lakh. The Committee trust that such legal docu- 
ments will be drafted with care in future to reflect the understand- 
ing reached between the contracting parties. 

1.120. The Committee note that the firm has been requested only 
in September, 1971, (after the representatives of the Ministry appear- 
ed before the Commitlce) to refund the extra payment made to them 
and that their reaction is awaited. The Committee do not appreciate 
the delay in taking this action. They, however, wish that the firm 
should be persuaded to refund the amount and the result intimated 
t o  them. 

Avoidable expenditure 

Audit Paragraph 
1.121. Approval for black-topping water bound macadam road 

jn miles 50 to 95 of national highway No. 7 was accorded in June  
1966 by Government of India for Rs. 16.08 lakhs. The work consis- 
ted of ( i )  renewal of water bound macadam and (ii) black-topping 
and seal coat. Water bound macadam nmewal was done in 1967. 
The  State Public Works Department did not take up the black- 
topping work till April 1968. The road, without the black-topping 
was thrown open to through traffic in June 1968 this resulted in ra2id 
deterioration of the water bound macadam road surface. When 
black-topping work was taken up in 1968 it w.as found that the 
water bound macadam surface was badly damaged and was not fit 
for receiving black-topping. An est'm,ate for surface renewal (in 
miles 50 to 32) was then prepared for Rs. 2.87 lakhs and that work 
completed at  the actual cost of Rs. 2.62 lakhs. The delay in execu- 
ting the black-topping work thus resulted in avoidable expenditure 
of Rs. 2.62 lakhs. 

1.122. Government of India had observed (September 1968) that 
expenditure on surface renewal could have been avoided had t h e  
executive officers maintained the renewed macadam surface to pro- 
per c a m h r  and profile and laid the black-topped surface immedi- 
ztely after it was approved, and wanted the State Government to 
investigate the matter for fixing responsibility. The revised estimate 
for Rs. 2.87 Lakhs has not so far been approved by Government of 
India. 



1.123. The matter was reported to the Ministry in July, 1970: 
reply is awaited (December, 1970). 

[Paragraph 50, Report of thc Comptroller & Auditor General ofr 
India for the year 1969-70.1 

1.124. In a note submitted in bdvance of oral evidence, the M i n ~  
istry summed up the view of the  State Government on the Auditr 
paragraph and stated their reaction thereto as follows: 

"Due to procedure and delays and abnormal excess in tenders, 
a contract for black-topping surfacing could not be fixed up till 
April, 1968. In  the meantime, the surface of the newly ad'ded WRM' 
layer which was in a fairly good condition at  the time of inviting 
tenders for black-topping were out due t 7  considerable increase in 
traffic on the opening of four bridges in the concerned' reach of the  
road. There was thus no alternative to renewal and the extra ex- 
penditure thus involved which was not unjustified. The State Gbv- 
ernment also, therefor, did not think necessary to conduct any 
cnquiry 

"There are, however, a number of issues arising from the points 
in the correspondence exchange with which the Ministry has nor. 
been satjsfied and feels that there is a need for a detailed investiga- 
t ~ o n  as suggested already in 1968." 

1.125 The Committee desired to know the exact date(s) of com- 
pletion of initial water bound macadam renewal work. The Minis- 
trv had the following to intimate: 

"The initial water bound macadam work was completrd in\ 
reaches between miles 5010 to 9510 of N.H. 7 as indicated below: 

Reach l l a t e  of ccln~plction 

- - 
(a) 50 to 60 . . 52 lgs. in 19657 of these 63 flags. 

26 l p .  in 1966 J were completed even hefore this h.linist~ y 
2 16,. in 2,'67 had s~nc ' icrned this wc>rk 

(h 60 to 70 . . Work  ccmpleted by 3'67 
( c )  70  to 82 . . Work completed by I 1 '67 
(d?  82 to 95 . . Work completed by rzi6~ 

- . - - - -- -. . - -. - - - -- - . . -- - - - 
1.126. Asked as to why black toppirg work was nvt taken u p  

immediately after the water bound macadam renewal' was done, the 
Ministry stated: "According to the State overnment, the B:T; wcxk 
in 1969 could not be taken up immediately pending completion o f  
additional coat proposed for increasing tht? crust and settlement oE 



tenders for B.T. work. While according technical sanction the Su- 
perintending Engineer had been asked to design crust and make 
provision for another additional WBM coat in selected areas of soft 
.oils and submit a working estimate incorporating the details. The  
Superintending Engineer suggested that an additional layer of 3" 
metal coat should be provided where the soil yas poor and on un- 
formed approaches to the bridges so that sufficient crust wzs built 
up. As such B.T. work could be taken up only after the renewal 
coat found necessary to increase the crust in the soft reaches was ' 
completed and the tenders for B.T. work were settled." 

"It is, however, apparent. . . . that the reasons was (a) non-fina- 
lisation of tenders for black topping and seal coat till April, 1968, i.e., 
for over 2 years; and (b) execution of water bound macadam work 
in 68 furlongs well before the sanction of the e~ t imato  in June, 1966. 
The question of providing additional layer was not raised with the 
Ministry after sanction of the estimate in 1966 and till the road 
failure report in July,  1968." 

1.127. According to the information given by the Ministry, t h e  
additional layers of water bound macadam laid in certain reaches 
mostly between mile 50 0 and 71 0 were completed in 1969 except ln 
respect ef a stretch of 7.6 furlongs between mile 68 0-70 0 and 
another stretch of 6 furlongs between mile 88/0 to 8910 which were 
completed subsequently in June, 1970, March, 1971 respectively. 

1.128. The Committee enquired when the State P.W.D. called for 
tenders for black topping and seal coat. The Ministrv replied: 
"According to 'the information furnished by the State Government 
tenders were originally called for the first time on 28-11-1966 for the  
B.T. portion and seal coat, fixing the date of receipt of tenders as 
25-1-67 later postponing it to 7-3-67. - First call tenders were thus 
received on 7-3-67. and were sent to the Government of Andhra 
Pradesh, in thl: Chief Engineer's letter No. 1280111367-3 dated 5-4- 
1967. The State Government returned the tenders on 3-7-1967. The 
Statc Government returned the lenders on 3-7-67 to the Chief Engi- 
neer with instructions to split up and re-invite tenders. The Super- 
intending Engineer re-invited tenders in three reaches M. 50 to 65. M. 
65 to 80 and 80 to 95 on 15th September, 1967 fixng the last date 2s 
21st November, 1967. The single premium tenders of Mis. . . . . .were 
received at 26.55 per cent, 26.69 per cent and 26.93 per cent rmpec- 
tively. The tenders were rejected as they were at  high premium: 
Traders were accordingly called for once again on 5th December. 
3967 fixing 18th January, 1968 as last date of receipt of tenders and 



finally the negotiated tenders were (accepted by the Supexintmding 
Engineer and the agreement concluded in April, 1968. 

"It may be added that the estimate was tanctioned in June, 1966 
when renewal work was already in progress and it took 22 months 
after sanction of the estimate for the State Government to finalise 
tenders and got agreement concluded." 

1.129. In reply to another question as to why the road was 
thrown open to traffic without black-topping, the Ministry intimated: 
"The State Government have now mentioned that on completion of 
four major bridges at mile; 692, 69'7, 76 8 and 80 7 of this road in 
J u n e  1968 traffic increased substantially as the traffic tmk  to the 
route in view of reduction in distance. The State Government 
have also said that the road was not thrown open as such by the 
Department. 

"In this connection it may be mentioned that while reporting to  
this Ministry in July, 1968 about the need for improvements in the 
reach between mile 5010 to 7110 at an extra cost of Rs. 2 lakhs the 
State Government had merely mentioned that the surface was 
badly worn out due to the time-lag in between resurfacing of WBM 
and settlement of tenders for bitumen surfacing as there was no 
response from the contractors for the bitumen treatment work. 
There was no mention in that letter of the bridges having been 
opened in June, 1968 and the traffic therefore having increased 
substantially." 

1.130. Asked to state if the State Government has since investi- 
gated the matter and fixed responsibility for not maintaining the 
renewed macadam surface to proper camber and profile and not 
layinq the black topped surface immediately after it was approved, 
the Ministry intimated: "In their letter No. 4004 R2:68-5 dated the 
22nd April, 1969, the State stated that while the road surface of 
newly added WBM layer was fairly in good condition at the time 
of inviling tenders for B.T. works, subsequently due to considerable 
increase in traffic on the opening of 4 bridges in this reach there was 
wearing out in the WBM surface due to normal wear and tear, t11 
rectify which the additional 3 inches renewal coat had been pro- 
posed, which expenditure would go to strengthening the existing 
WBM crust and thereby there was no extra expenditure of Rs. 2 
lakhs involved whereas in their latest letter No. 24401/K4/70-25 dated 
the 5th October, 1971, the Chief Engineer, Andhra Prade-h have 
stated that the additional renewal was necessitated mainly to build 
up the crust in certain stretches where the soils were moztly red 
earth and soft variety. 



"As regards the delay in the laying of the blacktopping, the 
State Government have stated as follow-: 'The additional layer of 
WBM was laid for increasing the crust to strengthen the road to 
suit the  traffic and not due to any defective maintenance of the 
already laid WBM surface. Hence the question of fixing responsi- 
bility for not maintaining thc  macadam surface to proper camber 
and profile does not arise. The WBM work was completed between 
3'67 and 12167 mo-tly and tenders for B.T. were called for in 1167. 
Thus i t  could be seen that no delay was caused in inviting tender for 
R.T. work, even as the WBM renewals were under progress. But 
tenders could not be finally decided before 4 68 as they had to be 
recalled thrice. Hence the question of fixing responsibility for not 
laying B.T. surface earlier does not arise'." 

"It m,ay, however, be stated that the facts as mentioned by State 
Government subsequently. . . .indicate (a) though the project was 
sanctioned in June. 1966, WBM work was taken up in 1965 and 68 
furlongs were completed even before sanction: (b) it was only in 
April, 1968 that agreement for B.T. had been executed; and (c) 
most of the additional layers of WBM had to be laid in reache; 
between miles 50 to 7? where original WBM was completed by 
March, 1967." 

1.131. An examination of the execution of the work of black- 
topping water hound macadam road in miles 50 to 95 of National 
Highway No. 7 sanctioned in 1966 reveals regrettable lack of coordi- 
nation between the Roads Wing of the Ministry of Transport and 
Shipping and the executing agency, viz.. Government of Andhra 
Pradesh. The Committee learn that 63 furlongs of initial water 
bound macadam work was conipleted by the State Government even 
before the Ministry had sanctioned the work. There was a delay of 
over 2 years in finalising tenders for blacktopping and seal coat. 
Further the question of providing additional layer of metal work in 
certain reaches before taking up  blacktopping was not raised with 
the Ministry till the failure of the road was reported in July. 1968 
although this was stated to have been considered necessary by the 
State P.W.D. The Committee also note discrepancies in the reports 
made by the State Government to the Ministry of Transport and 
Shipping from time to time in regard to the reasons as to why the 
b1acktc)pping work could not be taken up in time and how the dete- 
rioration of the water bound macadam surface took place. In ricw 
of the foregoing, the Committee feel that the liaison that is required 
to be established through the regional officers was far from satisfac- 
tory They would, therefore, emphasise that Government should 



examine as to what further improvements should be made in the 
system of reporting by the regional officers so as to have an effective 
control over the pmgress of work executed through the State Gov- 
ernments. 

1.132. The Committee note that most of the additional layers of 
water bound macadam had to be laid in reaches where original water 
bound macadam was completed by March, 1,967 and that the Ministry 
are of the opinion that there is a need for detailed investigation. The 
Committee accordingly desire that an investigation should be carried 
out into the causes of the failure of the road surface leading to con- 
siderable avoidable expenditure and the results intimated to them. 

MINISTRY OF SHIPPING SI TRANSPORT 

Appropriation Accounts (Civil), 1969-70 

Page 141-Grant No. 127-Capital Outlay on Road 

1.133. There was a saving of Rs. 15 04 crores against the provision 
of 46.65 crores under this grant. The saving occurred mainly under 
cclnstruction of national highways (Rs. 5 47 crores) and under cons- 
truction of border roads (Rs. 9.77 crores). 

I. Border Roads Development Board 

1.134. There was a saving of Rs. 6.54 crores under the head A.1(2)- 
Construtcion of Border Roads during 1968-69 also. According to the 
information furnished by the Ministry the saving of Rs. 9.77 crores 
during 1969-70 occurred against the provision made in respect of the 
following items of expenditure:- 

Rs. in  lakhs 
.- -- - - - -- -. - 

(a) Works on Border Roads . . . . . , . , 184 44 

(b) Category 'A' Stores . . , . . , . . . 720 47 

(c) Miscellaneous . . . . . . . . 71 79 

Say . . 9 . 7 7  crores 
- -- - - -- -- 

Reasons for the savings are stated to be as follows: 

" (i) Works on Border Roads-savings of Rs. 184.44 lakhs was 



(due to the following reasons: 

Rs. in lakhs 
-- -~ - -- 

:,a) KeJuction in workr plan mainly due to reduction in availability of machi- 
nery and cquiprnent compared to the anticipations. The majority of 
machines nnJ vehicles arc old and their output is consequently not quite . . . . . . . . . . . .  reliable (-) 165.00 

{I,) S l o w  p r q r e r s  ofworks on bridges by contractors and rethmkirg on con- . . . . . . .  structionvfAerialKopeway . (-' 59.00 

( c )  The above reductions were partially offset by excess expenditure on mon- . . . . . . . . . .  soon damages (Jr) 39.95 

(ii.) .Category A s to r e s4av ing  of Rs. 720.47 lakhs was mainly 
:due to the following reasons:- 

:a) T h e  proposals for purchase oftractors and ccmpressors did not materialise ( - ) log .oo 

:h) Delay i n  curcring indents for 225 3-ton vehicles placed on DG&PD in . . . . . . . . .  July, 1969 . . ( - ) I z ~ . o o  

,c) Delay ' S l u ~ v  materialiaation u f  supplies and delay in the adjuslment of cost 
of i t e m s  supplied upto 3 1-3-70 in respect uf spares ( to th  indigenous and . . . . . .  iulportcd131.idgcsandClothingetc. . (-) 441 .47 .  

,J) Ad hoc credit afforded by DGOF in adjustment of prices of Komatsu 
spares supplied in the past . (-) 50.00 

(iii) Miscellaizeous-Saving of Rs. 71.79 lakhs under this head 
primarily represented the credit taken in the Border Roads 
account for usage of plant and machinery for works execu- 
ted by the Border Roads on behalf of other Ministries. I t  
was under discussion whether the usage rate of plant and 
machinery and capitation rates e t c  normally adjusted in 
the Border Roads Projects should be recovered. No credit 
on this account was provided in the Budget Estimates. It 
was finally decided that it would be debited to the res- 
pective Governments after contra credit under Major Head 
103-A. l (2 ) .  This adjustment caused the savings." 

1.35. Asked to indicate the remedial measures proposed to be 
'taken to avoid similar savings in future, the Ministry intimated the 
ffo1lowing:- 

"(a) As the execution of works in the Border Roads Organisa- 
tion is machine-based and as majority of machines and 



equipment are old, affecting output, it has been decided to. 
induct new equipment in a phased manner and also make 
good the deficiency of %ton vehicles. This, it is hoped, 
will reduce frequent changes in works plan 

(b) Stricter control will be exercised over the achievements of 
works entrusted to the contractors. 

(c) Regarding stores, equipment and spares procurement is 
being planned on a more realistic manner based upon past 
experience. Regular expediting action is being taken with 
the suppliers in respect of outstanding supplies. Periodi- 
cal meetings are held by the Directorate General, Border 
Roads with DGS&D to expedite coverage of indents. Out- 
standing payments/adjustments are pursued by the Dtc 
GBR with the Pay and Accounts Officer ana Controllel of 
Defence Accounts. 

(d) Suitable provision is being made in the Budget Estimates 
in respect of anticipated credits for usage of plant and 
machinery in regard to agency works thus obviating sav- 
ings on this account." 

11. Ministry of Shipping and Transport (Roads Wing) 

1.136. As regards the saving of Rs 5.27 crores during 1969-70 In 
sub-head A l(1)-Construction of Natlonal Highways, the pos~tion 
is stated to be as follows. 

(Kc In Izhh\ - .. - - -- -- 

1.137. The following reasons for the saving vis-a-vis the budget 
provision of Rs. 17.17 crores were given by the Ministry: 

"The budget provision of Rs. 17.17 crores included inter-cdiz 
a provision of Rs. 6.00 crores for new normal National 
Highway works expected to be sanctioned during 1969-70 
under the Annual Plan for that year. The Annual Plan 
for that year included new works of a total cost of Rs. 70 
crores and it was expected that the States, who are t h e  



actual executive agencies, would be able to submit detail- 
ed plans and estimates for tne works required to be sanc- 
tioned and that it might not, therefore, be difficult to uti- 
lise the provision of Rs. 6.00 crores made for new works 
during 1969-70. However, due to various reasons, e.g., 
organisational inadequacies under the State Public Works 
Departments, their inability to gear up at  short notice, 
time required for investigations and projects preparation, 
etc. the original expectation did not materialise. Being 
the first year of the Fourth Five Year Plan, the States 
naturally took sometime to gear up. Further, in March. 
1969 there were series of discussions with the World Bank 
regarding the likelihood of the provision of some financial 
assistance by International Development Association for 
some selected National Highway Projects. As a result of 
these discussions, which had been prolonged, certain pro- 
jects under negotiations with the World Bank Authori- 
ties, which also orginallv formed part of 1969-70 programme 
and projects were getting ready could not be sanctioned 
durnig 1969-70 pending a decision of the Bank regarding 
preliminary selection of those works and this also account- 
ed for a part of the saving out of the provision for new 
works. Consequentlv a sum of Rs. 454.50 lakhs was duly 
surrendered to the Ministry of Finance in two instalments 
of Rs. 400.00 lakhs and Rs. 54.50 lakhs. 

"After having surrendered a sum of Rs. 454 50 lakhs referred 
above, a further sum of Rs. 14.39 lakhs was re-approprlat- 
ed from subhead A. I (1)-to A. l(3) Tools and Plants 
whereunder excess expenditure had been incurred. This 
accounts for the item under column 2 of the table given 
above. 

"It was expected that with the surrender of Rs. 454.50 laklis 
and the re-appropriation of Rs. 14.39 lakhs for Tools and 
Plants, the balance will be utilised fully as estimated on 
the basis of the revised requirements of the States. How- 
ever, the actual expenditure figures revealed another sav- 
ing of Rs. 77.95 lakhs which was. of course. spread over a 
number of States covering Andhra Pradesh. Manipur, 
Nagaland, Bihar, Gujarat, Kerala, Madhya Pradesh. Maha- 
rashtra. Mysore. Orissa, Himachal Pradesh. Rajasthm. 
Tamil Nadu. Uttar Pradesh and West Bengal. Adual iv  
being concerned with 20 States and Union Terr l~cr ies  the 



saving of Rs. 77.95 lakhs in the final allotments spread 
over a number of States and Union Territories is not much 
considering the fact that there can be a number of margi- 
nal unforeseen reasons here and there for small savings. 
Broadly, the reasons for the savings of Rs. 77.95 lakhs, as 
indicated by the State Governments concerned, could be 
classified as under: 

(i) Slow progress of works due to certain unavoidable cir- 
cumstances such as land acquisition problems, unfore- 
seen calamities like floods, etc.; 

(ii) non-adjustment of expenditure; 
(iii) non-clearance of liabilities; 
(iv) completion of work at  less cost; 
(v) non-receipt of debits to the extent originally anticipated; 
(vi) nonllate finalisation of tenders; 
(vii) non-settlement of L.A. proceedings; 

(viii) receipt of unexpected credits; 
(ix) non-finalisation of coda1 formalities; 
(x) non/late commencement of works; 
(xi) non-settlement of contractors"c1aims; and 
(xii) non-adjustment of agency charges." 

1.138. As regards remedial measures, the Ministry had the follow- 
ing to state: 

"The Government of India are fully conscious of the need and 
urgency for stepping up the pace of work and to avoid 
savings. A number of measures have accordingly been 
initiated to achieve these objectives. These measures 
include: 

(a) Constant pursuit with the State Governments for stren- 
gthening of State Public Works Organsations including 
the provision of 'earmarked' staff for Central Sector 
Road Schemes; Procedural streamlining such as measur- 
es for reducing the time-lag between the receipt of sanc- 
tion and invitation of tenders and their settlement; mak- 
ing the contracts time-bound and enforcing the same; 
expedition in the  acquisition of land; action for proper 
and speedy procurement of material and machinery; 
need for timely and regular submission of prescribed 
periodic progress reports; 



(b) Government of India's agreement to provide to the State 
Governments as an initial payment a sum equal to 1-3;4 
percent out of the 74 per cent Agency Charges paid to 
States to enable them to appoint necessary staff requir- 
ed' for investigatory works design, etc.; 

(c) Enhanced of powers of the State Accountants General 
to admit excess expenditure over the sanctioned estimat- 
es without the submission of revised detailed plans and 
estimates to the Government of India upto 10 per cent 
of the approved cost of Rs. 2.5 lakhs whichever is less 
as against the upper limit of Rs. 25,000.00 allowed earlier; 

(d) Periodic reviews with the State Public Works Depart- 
ment officers regarding the progress of work, bottlenecks, 
if any, obstructing the pace of work and measures t~ 
solve those problems." 

"As indicated above, execution of National Highway works is 
being done through the State Government on agency basis. 
The Central Government have, therefore, necessariIy to 
depend on the physical capacity of the States for the pro- 
gress of expenditure. It is gratifying to mention that as 
a-esult of the constant pursuit of this Ministry, several 
States have since appointed exclusive 'earmarked' staff 
for CentraI Sector Road Projects and the progress is now 
expected to be much better. A close watch on the pace 
of progress is also being kept through periodic reviews 
and discussions with the State Public Works Department 
authorities to ensure timely action for avoiding unneces- 
sary saving." 

1.139. Although savings should be looked upon primarily as indi- 
cative of defect in budgeting no less than excesses, the Committee 
a re  concerned at the reduction in the planned programme of work. 
slow progress of work taken up and delay in materialisation of sup- 
plies thfough the DGS&D and adjustment of debits which were 
mainly responsible for a saving of Rs. 9.77 crores under the head 
~'A.l(2)-Co11str~ction of Border Roads". The reduction in the works 
plan is attributed to reduction in availability of machinery and equip- 
ment compared to anticipation and the output of majority of 
mechines and vehicles which are oId, not being reliable. In this con- 
nection the Committee find from the reply of the Ministry to a re- 
commendation contained in the Eighteenth Report (Fourth Lok 
Sabha) that measures to ensure maximum/optimum utilisation of 



plant, machinery, equipment etc, in the Border Roads Organisation 
was under consideration of Government. The Committee hope that 
measures including streamlining of procedures for improving the 
efficiency of the Organisation would be taken expeditiously. 

1.140. The Committee note that there was also a saving of Rs. 5.47 
crores amounting to about one-third of the budget provision of 
Rs. 17.17 crores under the head "A.l(l)-Construction of National 
Highways", which was mainly due to delay in implementation of the 
annual plan. The delay is attributed to the organisational inade- 
quacies of the State Public Works Departments executing the work. 
Part of the savings was aka due to non-adjustment of expenditure, 
non-clearance of liabilities, non/late finalisation of tenders etc. The 
Committee have earlier in this report stressed the need to streamline 
the procedure for execution of works through State Governments 
ensuring adequate organisational machinery therefor and the neces- 
sity for effective control over the progress of work. These assume 
urgency in view of such serious delays in implementation of plan 
schemes as is disclosed by the huge savings under the grant. 

Page 143-Grant No. 129-Other Capitlal Outlay on the  Ministry of 
Shipping and Transport. 

Group Head A.2(1)-Investment in Government commercial and 
lndustrial Undertakings-Hindustan Shipyard Ltd. 

1.141. Against the ,original provision of Rs. 150 lakhs. Rs. 110.00 
lakhs remained unutilised. In 1967-66 and 1968-69 also agbimt the 
original provisions of Rs. 75 lakhs and Rs. 100 lakhs respectively. 
Rs. 45.93 lakhs and Rs. 82.55 lakhs remained unutilised. 

1.142. The Ministry explained the savings under the h2ad as 
follows: 

"A provision of Rs. 150 lakhs was made in the Budget Esti- 
mate for 1969-70 for investment in the Hindustan Ship- 
yard Ltd. to enable it to meet capital expenditure on De- 
velopment Works of the Shipyard. This provision was on 
the basis that the tempo of expenditure on development 
programme of the Shipyard would increase considerably 
following the approval by the Board of Directors of the 
Integrated Development Programme of the Shipyard and 
the Managing Director being authorised to take up urgent 
itzms for sanction as and when required. 



"The provision of Rs. 150 lakhs was reduced to Rs. 110 lakhs in 
the Revised Estimates for 1969-70. The actual expenditure, 
however, amounts to only Rs. 39.98 lakhs resulting in sav- 
ing of Rs. 110.02 lakhs against the Budget provision of 
Rs. 150 lakhs. 

'"The saving was mainly due to non-completion of develop- 
ment works of the Hindustan Shipyard Ltd. for the fol- 
lowing reasons: - 

(i) Delay in delivery and installation of cranes and other 
machinery ordered with indigenous suppliers. There 
was enormous delay in the manufacture of the three 
cranes ordered with M ,  s .  . . .in early 1968 and scheduled 
for delivery in 1969-70. The cranes have not so far been 
delivered and installed. 

(ii) Delay in placing orders abroad due to import procedural 
difflcultles vzz. getting clearance from DGTD, foreign 

exchange allocation etc. 

(iii) Time-lag in according administrative approval to the 
Integrated Development Programme as a whole esti- 
mated to cost Rs. 7.66 crores. Although sanction for a 
number of items had been given earlier, the adminis- 
trative approval for the Integrated Development Pro- 
gramme was given mly in October, 1969." 

1.143. Asked as to why timely action was not taken to complete 
procedural import formalities and whether orders had been placed, 
the  Ministry intimated as follows: 

"The important machinery items, in the import of which there 
was considerable delay, are: - 

(i) Plate Bending Rolls Machine of an estimsted cos! of 
Rs. 53 lakhs. 

(ii) Electric Tracer Type Gas Cutting Machine of an esti- 
mated cost of Rs. 11 lakhs. 

(iii) Drawing Office Equipment of an estimated cost of Rs. 
29,000. 

(iv) 2 Nos. Semi-Automatic Welding Equipment of an esti- 
mated cost of Rs. 1 lakh. 

"In all these cases action was taken as early as in September, 
19681February, 1969 for obtaining indigenous clearance 



from D .G .T .D.  which could be obtained after a consider- 
able period of time. This was due to insistence on the par t  
of D .  G.T.D. to make efforts to obtain the items from 
some indigenous firms who expressed their inability only 
after the lapse of a good deal of time. The Plate Bend- 
ing Rolls Machine is expected to be delivered by De- 
cember, 1971 while the other items were received and com- 
missioned in JulyjAugust, 1971." 

1.144 The Committee desired to know how the delayed supp1ic.s 
adversely affected the performance and efficiency of the shipya~tl. 
The Ministry stated: "Because of the delay in the delivery of the fi1.c 
heavy cranes, ordered with indigenous manufacturers and the delay 
in the receipt of imported items like Plate Bending Rolls Machine 
and Electronic Tracer Type Gas Cutting Machine, no step-up in pro- 
duction activities could be achieved in 1970-71. The heavy cranes 
are essential to increase erection and pre-fabrication facilities and i t  
may be mentioned here that though the Hindustan Shipyard were 
in favour of importing the cranes, Government decided that orders 
should be placed with indigenous manufacturers in accordance with 
the policy to promote indigenous industries. Two cranes, which 
were ordered on 15th February, 1968 and were to be delivered in 
June, 1969 have not vet been deliverd." 

1.145. The Committee are unable to appreciate the recurring s:l\-- 
ings under the head "A.2 (I)-Investment in Government and In- 
dustrial 'undertakings- ind dust an Shipyard Ltd." The savings 
against the budget provisions were of the carder of over 73 per cent 
in recent years. The delay in receipt of machinery from indigenous 
sources was stated to be mainly responsible for the savings during 
the years 1968-69 and 1969-70 besides delay in getting clearance from 
DGTD, foreign exchange allocation etc. for import of certain items 
and delay in according administrative approval to the Integrated 
Development Programme of the Shipyard. As these delays h a w  
admittedly affected the performance and efficiency of thc Shipyard. 
the Committee would urge Government t.3 investigate the procc- 
dural bottlnecks and take appropriate remedial measures so that the 
work may progress according to schedule and the available resour- 
ces are put to optimum use. 

ERA SEZHIYAN. 
Chairman. 

Public Accounts Committee. 



APPENDIX I 

(Reference: Paragraph No. 1.81 of the Report) 

Ndte indicylting the deficiencies in the  lork king of the existing agency  
system 

All the National Highway works are executed by the Public Work*- 
Departments on an agency basis. A l t h ~ g h  being primarily res. 
ponsible for the development and maintenance of National High- 
ways, the Government of India accord their technical approval and' 
financial sanction to the estimates and provide necessary funds. Un- 
der the agency arrangement, the entire field wark covernig investi- 
gations, project preparation including formulation of detailed plans 
and estimates, award of work, execution of the projects, supervision 
during constructi*.;n. submission of various periodical physical and '  
financial progress returns, preparation of revised estimates where 
the costs have gone up. future maintenance and up-keep of roads etc. 
is carried out by the State Public Works Departments. Since the  
Government of India do not have any direct over-seeing of the work 
the performance of the States in all these aspects is frequently far 
from satisfactory in spite of rvpeated instructions. For example. to  
begin with, the project preparation work itself is very often faulty 
and estimates are not prepared after adequate investigations in spite 
of instructions issued by the Ministry which result in the production 
of unrealistic estimates necessitating subsequent revision and re- 
sulting in loss of time in modificaticms, revision etc. Even after a 
work has been sanctioned, cxperiencc has shown that it takes in 
some cases an inordinately long (9-12 months) time in the award' 
of the work itself. Even when a work gets started, instances are not 
wanting to show that in several cases the actual work done lacks 
proper supervision and control and at  times the work is not even 
upto the required specifications; completion of work many a t ime, 
lingers on and takes unduly long time and observance of time sche- 
dules is a casualty. There is also considerable time lag in the sub- 
mission of periodical physical and financial progress reports due t o ,  
which the Government o f  India are considerably handicapped in 
maintaining an up-to-date progress chart of the project. Submis- 
sion of revised estimates where the cost has gone up, is delayed and 
affects proper financial control over expenditure. Instances are also 
not wanting to show that in the case of maintenance grants, there is: 



invariably an excess over the voted grant. Preparation and sub- 
mission of completion reports of projects are also generally delayed. 
Although detailed instructions have been issued to the States from 
time to time, vide letter No. BB(17)  169, dated the 5th June, 1970- 
Annexure VIII, the response is not adequate. 

The reasons for most of the problems referred to above are that 
the  hands of the State Public Works Departments are full with their 
own work and they hardly get enough time to pay exclusive atten- 
tion to Central Sector Road Projects. In $order to overcome this 
difficulty, the Government of India have been pressing the State 
Governments to provide separate "earmarked" staff for Central Sec- 
tor Road Works. As a result of lot of efforts, recently some States 
have since sanctionediappointed separate earmarked staff for Central 
Sector Road works. Other are being persuaded to follow suit and 
i t  is hoped that as a result of this move, the position may perhaps 
improve to some extent. However, as the nature of work is of agency 
by State Govt. the officials of the State Govt, not being under the 
disciplinary control of the Central Govt., there is an obvious limita- 
tion to the enforcement ,of their accountability to the Centre. 



S1. Para No. MinistryIDept. concerned Rec ~mmendation/Conclusion 
No. 

-- - 

(1) (2) (3) (4) 
a 

I 1-45 Ministry of Shipping Pr After examining the purchase of the dredger 'S.D. Kandla' 
Tracsport costing Rs. 89.91 lakhs, the Committee could not but come to the 

conclusion that as a result of series of mistakes the Kandla Port 
Trust had to accept a defective dredger with attendant unnecessary 
complications. The Committee desire that responsibility of the 
officials concerned for the delaylfailure in taking appropriate action 
as dealt with below, should also be fixed and action taken against 
them. 

The Committee had occasion to examine the case earlier in 
September, 1966 and it was only after this that the failure of the 
consultants was examined by Government.  he Consulting Engi- 
neers gave a certifioate of fitness at the port of construction in May, 
1962 despite the fact that the major defects and the gravity thereof 
were known to them. The certificate, however, is stated to have 
been issued provisionally contrary to the provisions of the contract. 



It is not clear how these irregularities on the part of the Engineers 
were not noticed earlier and appropriate action taken. To this 
extent the purchase was not processed with care by the Port Trust 
authorities. 

3 t.47 Ministry of Shipping The dredger was accepted after trials at Kandla on 11th 
& Trarsport September, 1963. The Committee were informed that as the defects 

observed during the trials were not considered harmful as  per the 
opinion of the experts, there was no reason at  that time for Govern- 
ment rejecting the dredger. The Committee would in particular 
like to know whether trials to demonstrate the output of the dredger 
in more than one shift were speciafically carried out, as the output 
of the dredger during 1969-70 long after acceptance was only 159.7 
cum./hour when it worked for two shifts as against the minimum 
output of 250 cum./hour taking into account the overflow losses ac- 
cording to the Ministry. 

-do- The Committee find that the dredger was accepted with an ex- 
tended guarantee period of four years for only the propulsion and 
pump engines cost of which was 10 per cent of the contract price of 
the dredger. The guarantee period in respect of auxiliary machi- 
nery would normally expire after satisfactory perfonnance for a 
period of 12 months. The Committee would like to point out that 
the iamiliary machi~ery  had not given satisfactory performance 



continuous period of 12 months at any stage from the date of accept- 
ance. The Builders had attempted to rectify the defects but -Id 
not succeed in their efforts. The Committee would like to know, in 
the light of the foregoing. why the guarantee period for the auxi- 
liary machinery could not be reassessed and got suitably extended. 

According to the supplementary agreement entered into 
with the builders in August, 1963, the extended guarantee period in 
r~spect  of propulsion and pump engine could be reassessed in case 
the defects found during the stripdown trials were due to defective 
design or workmanship. The Committee were informed that in the 
absence of the consultants' report as required in this behalf after the 
fourth and final stripdown, the matter could not be taken up with 
the builders. As the extended guanantee period expired only in 
December, 1967 and further payment to the consultants was stopped 2 
in September, 1966. the Committee would like to know why alterna- 
tive "Consulting Engineers" were not appointed in time under the 
provisions of the contract to enable an assessment of the defects and 
further extension of guarantee period. 

The Committee note with concern the delay in recovering the 
liquidated damages land other dues from the builders amounting to 
about Rs. 20.45 lakhs as per the assessment of the Committee con- 
stituted by the Government in March. 1971 to go into the various 
issues connected with this' case. The Kandla Port Trust is stated to 
have been asked to formulate basic points for discussion with the 
builders. The Committee would urge Government to settle the issue 
with the builders expeditiously and intimate the recoveries effected. 

-- -- - - - - - -- - 



(1) (2) (3) 
- - - - - - - -. - - - 

(4) 
-. . - - -- - - -- -- 

7 1 .51  Ministry of Shipping & Incidentally the Committee learn that the Port Trust - pre- 
Transport ferred a claim for the liquidated damages (Rs. 8.52 lakhs) for the 

first time only in August, 1966 just before the Committee examined 
the case earlier. The Committee would like to be informed of the 
reasons for the delay in preferring the claim which was independent 
of other liabilities Of the firm. 

-do- The Consulting Engineers were to be paid a sum not exceed- 
ing Rs. 1.00 lakh for the work required to be done by them in con- 
nection with the purchase of the dredger. However, payments ag- 
gregating Rs. 2.25 lakhs have been made to them and Rs. 1.29 lakhs 
withheld. The increased payments due to them were mainly on ac- 
count of the necessity of continuing their services beyond the stipu- 
lated date of delivery of the dredger (July, 1962). The Committee. 
would like to know whether the builders have borne this extra liabi- 
lity. The Committee, however, note that it has been decided not to 
release to the consultants the payment of Rs. 1.29 lakhs withheld, 
before the final settlement regarding recovery of the liquidated 
damages etc. from the builders. 

-do- The experience with the foreign consultants and experts in 
this case has been unfortunately quite disappointing. The Commit- 



tee trust that as dredgers are now being manufactured indigenously, 
sufficient expertise in the matter of consultancy services should also 
be available within the country. They accordingly desire to suggest 
that Government should look to available expertise in the country 
thereby eliminating their dependence on foreign experts whiah 
besides reducing foreign exchange expenditure, would give a fillip to 
further development of indigenous talents. This suggestion would 
apply to other fields as well where indigenous technology has 
improved to the extent where foreign consultancy service is neither 
deeirable nor necessary. It should, however, be the endeavour of 
Government to develop progressively sufficient expertise within the 
country whrever it is not available at present. 

In the opinion of the Committee, the problem of dredging at  g 
Kandla has assumed serious pro2ortions in-as-much as there was a 
backlog of dredging to the extent of 1.9 million cubic meters as at 
the end of March, 1971 as the dredger 'S.D. Kandla' could not cope 
with the siltation. Despite poor performance of the dredger no seri- 
ous attempts appear to have been made to tackle the problem except 
hiring two additional dredgers for brief periods when the dredger 
'S.D. Kandla' was sent for dry-docking and repairs. The Committee, 
however, note that it has been decided to procure a new dredger of 
2500 cum. capacity. In view of the importance of restoring the ori- 
ginel. depth in the Branch Channel and to improve the depth SO that 1 
the Port could be better utilised, the Committee trust that the new 



dredger would be procured early. The Committee need hardly 
stress that learning from their experience of dredger S.D. Kandla 
Government should take adequate care to ensure that the dredger 
that they now order is of the requisite oapacity and performance to 
suit the requirements of Kandla Port, that it is delivered in good 
condition in all respects, that it has fool-proof guarantee about per- 
formance and that the cost of dredging would be economic and com- 
petitive. 

I I 1 .55  Mipistry of Shipping & The Committee note that in respect of a dredger hired from 
Tramport the Shipping Corporation of India for a brief period in 1968-69 the 2 

quantities dredged and cost of dredging could not be assessed. The 
Committee are unable to agree with this, as the reasonableness of 
the hire charges cannot be determined without knowing the per- 
formance. F u r t h a  the Committee desire to know whether the re- 
maining claim of the Shipping Corporation of India had been settled 
and the basis thereof. 

In respect of a dredger hired frqm the Calcutta Port Com- 
missioners for the period from January to March 1971, the Commit- 
tee observe that cost of dredging worked out to Rs. 13.59 per tonne 
as against Rs. 4.06 per tonne of 'S.D. Kandla'. This shows that the 
output of the dredger was not comensura te  with the hire charm 



paid. The Committee, therefore, desire that there should be ratid- 
nal Bnd realistic basis for determining rate of hire charges a t  ieast 
as between two Port Trusts. Further there should be an effective 
cost control over the dredging operations to put the dredgers to 
optimum use. 

The delays and deficiencies noticed in this case cohedtea 
with the construction of a bridge on the Quilon-Alleppey National 
Highway are typical of the manner in which the Central works are 
executed through the State Governments without effective coordi- 
nation. The work which was scheduled to be completed by July, 
1967 was actually completed in December, 1971. To what e x t e ~  
was this due to the delay in furnishing technical comments for the 
various items of work is not known. The Committee desire that the g 
relative responsibility of the Roads Wing of the Ministry of Trans- 
port and Shipping and the State Government for the delay in clear- 
ing the designs should be determined. 

I t  is not clear to the Committee as  to why the State Govern- 
ment thought i t  necessary to provide for the departmental supply of 
high tensile steel wires only, for the bridge work. In respect of other 
requisite materials to be procured by the Contractor himself the 
Government did not make themselves responsible for either delay in 
procurement or increase in cost thereof in any manner. As the 
entire bridge work was awarded on lurnpsum basis, the Committee 
do not consider that the action of the State Government in agreeing 

I - - . --- - .- - - --- - -- -- -- 



to supply one of the i t e m  was justified. In view of the fact that 
this resulted in needless claims for compensation by the contractor 
on account of delay in supplies and other complications, the Commit- 
teh feel that the matter requires investigation. Further they would 
like to know the practice in this regard in other bridge works on 
National Highways executed through various State Governments. 

15 1.85 Ministry of Shipping & 
Transport 

The Committee regret to find that orders for supply of high 
tensile steel wires were placed on firm 'A' for the entire quantity 
of 90 tonnes despite the fact that the firm is stated to have apprised 
the Department of their lack of experience in manufacturing this 
product and of the need to develop it as a special case "to assist the 
Department". As there was another valid tender, the.Cwlmittee 
feel that the authorities need not have sought the assistance of or 
shown any indulgence to a local firm. The correct course in such 
circumstances would have been to place an educational mder to 
test the capacity of the firm. 

Incidentally, the Committee note that there was no approved 
list of firms maintained by the Central Government for the supply 
of high tensile wires. In view of the experience in this case, the 
Committee consider it desirable to have approved lists of firms for 
supply of main items for the @dance of State Governments F W U ~  
ing Central work, 



A lapse in regard to repurchase of high tensile steel wires on 
failure of firm 'A', noticed by the Committee is that the State 
Government took recourse to it without inviting tenders and without 
taking any legal opinion. Firm 'A' have repudiated the claims of 
Rs. 76,138 in this behalf and have pointed out intplr-alia absence of 
firm commitment on their part to any specific delivery schedule from 
the beginning and delay in arranging test and communicating the 
results by the Department In the opinion of the Committee, the 
various commissions and omissions in this case require investigation 
with a view to fixing responsibility. 

The Committee note that the arbitrator has awarded a sum 
of Rs. 29,205 in favour of the contractor executing the bridge work 
against his claims of compensation for the delay in supply of the 

Ch. steel wires. The Committee would like to know what further steps -J 

are proposed to be taken to recover from firm 'A' this amount and 
the extra expenditure on repurchase amounting to Rs. 76,138 and 
the results thereof. 

Arising out of the above case is the general questiw of 
satisfactory execution of Central works through the State Govern- 
ments. The Committee have been pointing out from time to time 
the inadequacies in this regard which resulted in avoidable losses on 
the one hand and tardy execution of works on the other. They have 
also pointed out lack of control over spending through the works 
executing agencies resulting in considerable recurring excesses/' 
savings under grants voted by Parliament. That there is thus need 



for effective control-technical and financial-needs hardly any fur- 
ther emphasis. Various measures such as delegation of powers to 
the State Governments and earmarking staff for Central Sector Road 
works by all the State Governments, are stated to be under cansi- 
deration. The Committee wish to observe that it is high time that 
the procedure for execution of road works on agency basis is stream- 
lined in consultation with the Ministry of Finance. They would, 
however, like to caution Government that any scheme of delegation 
would work satisfactorily only if there is a system to assess &ec- 
tively the proper discharge of delegated responsibilities. 

Ministry of Shipping The Committee find from the report of the Department of 
& Transport Administrative Reforms that progressing and evaluation of work 

though important, is one of the neglected activities of the Roads 
Wing of the Ministry of Transport and Shipping. The Committee 
regret to learn that the progress reports relating to works are not 
submitted by State Governments in time and the reports which are 
received are not systematically analysed. In order to have an effec- 
tive execution of work, this situation has to be remedied and a better 
coordination through the regional offices established. 

According to the evidence tendered by the Director of the 
Central Road Research Institute the failure of the cmst of the right 
approach road to Vasista bridge on National Highway necessitating 



repairs at the expense of Rs. 2.27 lakhs was due to 'laoh-implerneri; 
tation of the total design over and above the stabilieed layer" and 
leaving the road open to traffic prernaturally especially in the rainy 
season. The Committee, however, note that a Sub-Committee d 
the Central Assessment Committee is investigating into the reasons 
for the failure. The Committee would, therefore, like to await their 
findings and the action taken thereon. The Committee further note 
that total crust to be provided was increased subsequently from 25" 
to 273" in consultation with the CRRI. Therefore, it should also be 
investigated as to why the design which was done by CRRI did not 
originally provide for the required thickness. 

-do- The adoption of the new "soil stabilisation" method by the 
State Government as suggested by the CRRI did not have the speci- 
fic approval of the Ministry of Transport and Shipping (Roads Wing). 
The Committee understand that the Central Assessment Committee 
has yet to come to a decision regarding the technical feasibility or 
otherwise of the method. The Committee may be apprised of the 
decision in this regard in due course. 

The Committee are concerned to note the lack of effective 
inventory control in the Border Roads Organisation as is evidenced 
by the excessive purchase of Rs. 6.08 lakhs worth of spares for 
Crawler tractors o f m 9 s e r i e s ,  more than 80 per cent of which 
had to be disposed of at less than 25 per cent of the original price. 
It  is disturbing to note further that as against total cost of Rs. 1706 



l a b  of spares purchased unwanted spares valued approximately 
at Rs. 217 l a b s  exist in respect of 86 equipments and vehicles. In 
respect of 13 out of these e q u i p a n t s  the value of unwanted surplus 
(Rs. 117.66 l a b )  is over 20 per cent of the total value of their spares 
held and the major portion of them relate to four main items. That 
there should have been such a large accumulation of spares in a 
relatively new organisation such as the Border Roads shows how 
faulty the system of provisioning was. The Committee would like 
to know the results of the probe as to how this phenomenon aroze. 
The utilisation/disposal of the surplus spares may also b e  reported 
to the Committee. -3 

C 

1.113 Ministy of Shipping & The Committee wish to stress that there should be an effec- 
Transport tive annual provisioning review in future .as recommended by the 

Committee on Machine9 and Equipment which should take into 
account the existing inventory of spares. Further the Organisation 
should attempt to standardise the vehicles and equipments as far as 
possible so that the problem of multiplicity of spares is not met 
within future. 

-do- The Committee regret that a lacuna in the agreement enter- 
ed into with the Japanese consultancy firm for conducting ba+c 
surveys and preparing preliminary designs and project report for 
the Second Shipyard Project, Cochin, resulted in a gratuitous pay- 



tnent of Rs. 0.78 lakh. The Committee trust that such legal docu- 
ments will be drafted with care in future to reflect the understand- 
ing reached between the contracting parties. 

The Committee note that the firm has been requested d y  
in September, 1971 (after the representatives of the Ministry appear- 
ed before the Committee) to refund the extra payment made to them 
and that their reaction is awaited. The Committee do not appreciate 
the delay in taking this action. They, however, wish that the firm 
should be persuaded to refund the amount and the result intimated 
to them. 

An examination of the execution of the work of black 
topping water bound macadam road in miles 50 to 95 of National 3 
Highway No. 7 sanctioned in 1966 reveals regrettable lack of coordi- 
nation between the Roads Wing of the Ministry of Transport and 
Shipping and the executing agency, viz., Governmgfit of Andhra 
Pradesh. The Committee learn that 63 furlongs of initial water 
bound macadam work was completed by the State Government even 
before the Ministry had sanctioned the work. There was a delay of 
over 2 years in finalising tenders for black topping and seal coat. 
Further the question of providing additional layer of metal work in 
certain reaches before taking up black topping was not raised with 
the Ministry till the failure of the road was reported in July, 1968 
although this was stated to have been considered necessary by the 
State P.W.D. The Committee also note discrepancies in the reports 



made by the State Government to the Ministry of Transport and 
Shipping from time to time in regard to the reasons as to why the 
black topping work could not be hken  up in time and how the dete- 
rioratizn of tFie water bound macadam surface took place. In view 
of the foregoing, the Committee feel that the liaison that is required 
to be established through the regional officers was far from satisfac- 
tory. They would, therefore, emphasise that Government should 
examine as to what further improvements should be made in the 
system of reporting by the regional officers so as to have an effective 
control over the progress of work executed through the State Gov- 
ernments. 

The Committee note that most of the additional layers of 
water bound macadam had to be laid in reaches where original water 
bound macadam was completed by March, 1967 and that the Ministry 
are of the opinion that there is a need for detailed investigation. The 
.Committee accordingly desire that an investigation should be carried 
out into the causes of the failure of the road surface leading to con- 
siderable avoidable expenditure and the results intimated to them. 

Although savings should be looked upon primarily as indi- 
cative of defect in budgeting no less than excesses, the Committee 
are concerned at the reduction in the planned programme of work, 
slow progress of work taken up and delay in materialisation gf sup- 



plies through the DGS& D and adjustment of debits which were 
mainly responsible for a saving of Rs. 9.77 crores under the head 
"A.1(2)-Construction of Border Roads". The reduction in the works 
plan is attributed to reduction in availability of machinery and equip- 
ment compared to anticipation and the output of majority of 
machines and vehicles which are old, not being reliable. In this con- 
nection the Committee find from the reply of the Ministry to a re- 
commendation contained in the Eighteenth Report (Fourth Lok 
Sabha) that measures to ensure maximum/optimum utilisation of 
plant, machinery, equipment etc. in the Border Roads Organisation 
was under consideration of Government. The Committee hope that 
measures including streamlining of procedures for improving the 
efficiency of the Organisation would be taken expeditiously. 

4 w 
The Committee note that there was also a saving of Rs. 5.47 

crores amounting to about one-third of the '  budget provision of 
Rs. 17.17 crores under the head "A.1(1)-Construction of National 
Highways", which was mainly due to delay in implementation of the 
annual plan. The delay is attributed to the organisational inade- 
quacies of the State Public Works Departments executing the work. 
Part of the saving,? was also due to non-adjustment of expenditure, 
non-clearance of liabilities, non/late finalisation of tenders etc. The 
Committee have earlier in this report stressed the need to streamline 
the procedure for execution of works through State Governments 
ensuring adequate organisational machinery therefor and the neces- 
sity for effective control over the progress of work. These assume 



urgency in view of such serious delays in implementation of plan 
schemes as is disclosed by the huge savings under the grant. 

-do- The Committee are unable to appreciate the recurring sav- 
ings under the head "A.2(1)-Investment in Government and Indus- 
trial Undertakings-Hindustan Shipyard Ltd." The savings against 
the budget provisions were of the order of over 73 per cent in recent 
years. The delay in receipt of machinery from indigenous sources 
was stated to be mainly responsible for the savings during the years 
1968-69 and 1969-70 besides delay in getting clearance from DGTD, 
foreign exchange allocation etc. for import of certain items and delay 
in according administrative approval to the Integrated Development 
Programme of the Shipyard. As these delays have admittedly 
affected the performance and efficiency of the Shipyard, the Com- 
mittee would urge Government to investigate the procedural bottle- 
necks #and take appropriate remedial measures so that the work may 
progress according to schedule and the available resources are put 
to optimum use. 
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