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INTRODUCTION 

1, the Chairman, Committee on Public Undertakings having 
been authorised by the Committee to present the Report on their 
behalf, present this Ninth Report on Oil and Natural Gas Com-
mission-Avoidable payments of Rs. 89.06 lakhs made to a foreign 
contractor beyond the terms of the contract. 

2. The Committee's examinat:on of the subject was mainly based 
on an audit para XXXVIII (4) in the Report of the Comptroller & 
Auditor General of India, Union Government (Commercial) 1986. 
Part VIII. 

3. The Committee on Public Undertakings (1988-89) took evi-
dence of the representatives of O~l and Natural Gas Commission 
in this connection on 29 September and 26 October, 1988. As some 
of the facts mentioned in part 'C' of the Audit paragraph were 
contested by the representatives of the Commission, the C(lmmitt~ 
directed Audit to re-examine the matter on the basis of relevant 
files and records and to submit a note to the Committee. On re-
cei'pt of the note from Audit, t)1e ,Committee on Public. Undertak~ 
ings (1989-90) took further evidence of the representatives of 
O.N.G.C. on 12 and 31 July, 1989 and also of the representatives 
of the Ministry of Petroleum and Natural Gas on 4 August, 1989. 

4. The Committee considered and adopted the Report based on 
part 'C' of the audit para at their sitting held on 11 October, 1989. 
This Report. however, could not be p.resented to Parliament due to 
dissolution of Eighth Lok Sabha. 

5. The Committee on Public Undertakings (1990-91) at their 
sitting held on 11.6.1990 decided to call again the representative of 
the Ministry of Petroleum and Chemicals (Department of Petro-
leum and Natural Gas) for giving further evidence on the subject. 
They took evidence of the representatives of Ministry of Petroleum 
and Chemicals (Department of Petroleum & Natural Gas) on 
23.8.1990 and 4.9.1990. 

6. The Committee considered and adopted the Report at their 
sitting held on 2.1.1991. 

(v) 



(vi) 

7. The Committee wish to express their thanks to the Ministry 
of Petroleum and Chem:cals (Department of Petroleum and Chemi-
cals), Oil and Natural Gas Commission for placing before them the 
material and infonnation they wanted in connection with the exami-
nation of the subject. They also wish to thank in particular the 
representatives of the Ministry. of Petroleum and Chemicals (De-
partment of Petroleum and Natural Gas) and O. N . G . C. who ap-
peared for evidence and assisted the Committee by placing their 
considered views before the Committee. 

8. The Comm~ttee would also like to express their thanks to the 
Commitlee on Public Undertakings (1988-89) and (1989-90) fo.r the 
useful woP. done hy them in taking evidence and sifting infanna-
tion which forma the basis of this report. 

9. The Committee also place on record their appreciation of 
the assistance ~dered by the Comptroller and Auditor General 0/ 
I~~-. 

~ .Di'LIf,I; 
January 9, 1991 
PciU8cil9,1~12 (6ci1ca) 

BASUDEB ACHARLA, 
Chairman, 

Committee on PubUc Undertakings. 
'-. 



OIL AND NATURAL GAS COMMl~ON-AVOlPAB.LE PAY-
MENTS OF RS. 89.06 LAKHS MAO.E TO A FOREIGN 
CONTRACTOR BEYOND THE TERMS OF CQNTRACT 

The Audit Re.PO..rt of the Comptroller & Auclltor General of India, 
Union GoveJ;'nment (Commercial)-Part VIlJ~ 1986 has brought out 
a case Qf avoidp,ble p~yments. of as. 89.06 lakhs made by ONGC to 
a foreign co~tractor beyond the t~s of contract. 

2. In December. 1980. the COmmission awarded a turnpy cQn-
tract to M~s. ETPM for installation and commiBSionmg of thr. 
well platforms SM. SP and SR at Bombay off-shore at a lump.!l\UD 
cost of Japanese Yen 9495.354 million plus US Dollars 21. 722 mil-
lion (Rs. 53.27 crores). Subsequently, the work of another plat-
form (SF), which has identical to SM platform was also awarded 
(F~bruary 1981) to the same contractor at the rates applicable to 
SM at a cost of Japanese Yen 3222.353 million plus US $ 4.003 mll-
lion (Rs. 15.44 crores) . The agreement covering the 3 platfol'lDi 
(called MPR Agreement) was entered into on 5th March. 1981 and 
the supplementary agreement for SF platform was siifled on 14th 
June, 1981. 

3. Accord,ing to Audit, the work was completed by "the contrac-
tor on 18th May, 1983. The total payments made agai~.t these 
contracts amounted to US $ 73.253 million plus Japanese Yen 
3590.352 (Rs. 71.08 crores) . As per Audit, scrutiny of these pay" 
m~nts made to the contractor revealed that there was avoidable 
payments aggregating Rs. 89.06 lakhs in foreign exchange which 
were extra contractual as detailed below: 

A. Pay.ment faT buoyancy tank., 

4. According to the agreement the work covered by the contract 
COInprised preparation. of design engineering procurement, fabrica-
tion, inspection, testing and p.re-commissioning and any other item 
n~ssary for final completion of the well platforms. Clause 5.12.5 
provided that the contractor should at his own expense supply and 
provide all constructional plants, material both for temporary and 
for permanent works, labour, transport to and from the site and 
in and about the works, and other things of every kind required 
fGr design, engh.leeri~g, prQcur,ement, cormru~tjo'n, completion, 
comm1saioning,~-up.al,ld ma,ki~ ,good of the works etc. 
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5. The contractor in August, 1981, informed the Commission 
that because of the increased. weight of the jacket after final design, 
the Lloyd's Register of Snipping had suggested reserve buoyancy 
of 1'1 per cent to ensure sate launch of jackets and that the Commis-
sion should bear the extra cost involved m fabrication of buoyancy 
tanks not orlginally contemplated. Subsequently, ETPM prelerred 
a claim for US $ 6,43,268 10;1' the buoyancy tanks used by them to 
faciLtate installation of jackets on the platform. The cost of 
buoya41Cy tanks was calculated at the unit price (US $ 6800 per 
M.T.) applicable to jackets. Since the tanks were subsequently 
taken back by the contrac.tor, the Commission insisted for suitable' 
rebate and accor.:lingly the claim was reduced by 35 per cent. The 
net claim amountmg to US $ 4,18,124 was discharged by the Com-
mission in February, 1984. 

6. The scrutiny of records by Audit revealed that the use of 
buoyancy tanks became imperative due to increased weight of the 
Jackets in the final design, which in turn was due to the use of' 
members of higher thickness by the contractor. The Commission 
had already incurred an avoidable expenditure of US $ 7,13,552 
being the cost of 113.665 tonnes of extra weight due to use of 
higher thickness of members. 

7. When the Committee enquired about the difference between 
the thickness of members originally prescribed in the d~gn and 
actually used by the contractor in the final design of the jacket, 
the· representative of ElL (Englneers India Ltd.) stated during 
evidence:-

"When we prepa:red the bid package, we did the basic engi-
neering. We had given the size of each member. At 
the time of basic engineering we had completed that 
work by stipulating the bUl)yancy of 8 per cent; and what 
happened later was that the certification agency (Lloyds) 
said that they wanted to make the launching of the 
Jacket much safer, and so, they stipulated 17 per cent 
reserve buoyancy; and 9 per cent difference in reserve 
buoyancy was one of the factors which constituted the 
need for the buoyancy tank. In the beginning, when 
we made the basic engineering, the need for buoyancy 
tank was not stipulated. That is why there was no 

. buoyancy tank at that time. 

Immediately after the contractor started the work. contrac-
tor indicated the higher thickness of, some members. We 
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apprehended at that time that· the extra thickness was 
'not required.. But ETPM had not cal'fled out transporta-
tion analysis; and It was ciecided in a management meet-
ing that ETPM would carry out extra computer run free 
of cost. The thickness were W per cent to 20 per cent 
higher than what we had given, , ...... ,. 

8. Asked whether such flexibility in the parametres of the mem-
bers was allowed to Mis. ETPM in the contract, the representative 
of EIL stated:-

"When they asked for higher thickness, they said that they 
did so on the basis of their experience. The transporta-
tion analysis was not being done at that time. But their 
experience was that extra thickness would be needed. 
and that it was necessary to incorporate it at that time. 
We also found that members with higher thickness were 
available with them. If they had to buy the size which 
we wanted under the contract. there would be a delay 
of 5 to 6 months. So, in order to meet the project sche-
dule, they used the members available with them." 

9. According to audit, in view of the fact that the use of buoy-
ancy tanks was entirely attributable to the use of structural mem-
bers of thickness higher than that prescribed in the design. and 
also in view of the provisions of agreement, the payment of US 
$ 4,18,124 by the Commission towards buoyancy tanks was neither 
justifiable nor was it within the terms of agreement. 

10. The Committee desired to know the opinion of the Ministry 
in this ;regard. The Secretary, Department of Petroleum and 
Natural Gas during evidence stated:-

" ...... when the original design was prepared by the Engi-
neers India Ltd., the basic design was not anticipated for 
the use of flotation tanks ...... at the time of preparation 
of detailed design, quite often the parametres can under-
go a change. In this particular case, when the detailed 
design was prepared, apparently, the weight of the struc-
ture as was originally envisaged by ElL underwent a 
change ...... this seems to have case about for two or 
three reasons. One is, according to the contractor, the 
kind of design which they prepared envisaged use of 
larger size members than what was originally contem-
plated, There was a mention of the fact that the con~ 
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tractor took a plea that he had to use hl&her ,~ize mem-
ber because of the constraint of time. The structure had 
a higher weight than what was originally contemplated. 
Therefore, the question came up of the need for buoyancy. 
The.refore when a reference was made to the Certific8-, 
tion Agency, Lloyds Register, they said, 'Thi:; is the 
revised drawing as duly approved by ElL and ONGC'. 
According to international practice, a buoyancy of cer-
tain percentage would be required on the basis of which 
buoyancy tanks were considered to be necessary· 1 am 
inclined to agree with the audit on one point that if 
higher sized members were used for any reason whatsoever, 
whether the responsibility was that of the ONGC at all to 
make the payment. Primafacie, I find that in terms of 
the contract. ONGC need not have paid this higher 
amount. But 1 would like to urge upon the 
Committee to go in to certain issues. une is that as ' 
compared to total cost of whole structure, the additional 
amount involved was qUite small in terms of the totality. 
This kind of dispensation could have been agreed to by 
the ONGC to save time in te.rms of construction and in 
terms of delay in commissioning of the project. This 
could be a worthwhile higher cost to pay for the purpose 
of getting the work completed on time. But it is ... ~ fact 
that the need for the buoyancy tank arose because of 
higher tonnage or higher weight. Therefore, one co,uld 
take the position that in terms of contract it i.8 sorne-
thing which the contractor should have borne:' 

Elaborating, the witness further stated:-

" ...... I asked the question 'if, according to the Original 
design of the ElL, a particular structure w.as envisaged, 
was this higher weight necessary at all?' to which I 
found ElL, still maintained that the structure could have 
been fabrioated according to their original design: If that 
is the position, naturally l'ligher weight could have been 
paid for by the contractor. But I would plead with the 
Committee that the ONGC did not at that time have as 
much experience in terms of contracting provjsions and 
contractual obligations, etc. for off-shore work as they 
have now ...... " 

n. On t~ i,sue of higher size members used by the contraetor, 
tbte CQWD:li:t.~enqUired as to why the contractor was permitted 
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to re\11se the destgn, when there was nothing wrong with the odgi-
l'Ia1 de"Sign of· the strUcture. The Secretary, Departn'lent of Petro-
18)1m and Natural Gas during evidence stated:-

"I would like to clarify that in a large capital intensive pro-
ject of this kind, certain kind of a trade-off is possible. 
For example, to get a big work done 5 to 6 months earlier 
than the schedule, it may be possible that something Is 
given in return. Because, if the investment is large, then 
we have to calculate the interest that is paid during the 
construction period, So, to get the work done ahead of 
schedule something is given in return which is quite 
possible. These are the kinGS of trade-ofts which come 
in the picture where large investment of this size is 
involved ...... I' 

12. Asked whether there was a'nythillg on record to show that 
there was any trade-off to get the project completed ahead of time 
the witness admitted:-

"On record, I do not see it. From Whatever disCUS'sion I had, 
I did not see any specific thing on this ...... All along. 
a decision has been taken that the payment was due. In 
fad, J am taking a d~fsion that this payment was not 
due. On the part of ()NGC. the decls;on taken was that 
this p8ytnent was due." 

The witnes!; also added: 

"Without mincln~ WOl'ds. I have cleatlv stated my view!!. J 
acte'pt the point that this is a case of extra payment. 
This payment not have been made." 

13. When tl,e Committee enquired whether the Ministry was 
prepared to in~titute I'In enQulrv to asce.rtajn the full fact~ of the 
case. the ~e('retarv of the Ministrv stated ourinsr evidenCe that "We 
will. if the COmmitt~ SO desire!'!". 'fte al~o assured thp Committee 
that thev would sha-re the reports nnd findin~ of. the enquiry with 
the Committee. 

14. In .Tuly. HlR:l, thE' Commil':sion informed audit that flNormall" 
tbe iacket could be launched without buovancv tank. but. it. denends 
on the total wefrtht nf the iacket and l1n endin<1 ~nal'Vsis hased on 
the reauirement of the ('cl'tification acrencv and for ~afe lflunchin rt 

of jacket. buovancy tank became inevitable. Tn term~ of c'fluse ?~ 
of the contract. the requirement of certificatlon 8!{enCv (Lloyd's 
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Register of Shipping) shall be deemed to be the requirement of the 
Commission under the contract and in case the requirements are not 
expressely and definitely agreed between the parties at the time 
of the contract, the contractor will be entitled to a changed order~ 

15. The Committee wanted to know the details of stipulations in 
Clause 23 regarding the requirement of certification agency (Lloyd's 
Register of Shipping). The Secretary, Department of Petroleum 
and Chemicals stated before the Committee as follows:-

"That merely referred to the requirement of the certification 
agency. that a certification agency has to satisfy itself 
that the work will be carried out according to interna-
tional standards and there would be no undue risks in-
volved in putting up the structure. Unless the certiftca-
tion agency's requirement is fully complied with the 
coverage. of insurance would not be available as it would 
not meet the requirement of the certification agency. The 
whole question arose because of the fact that a revised 
design was given by the contractor which envisaged 
higher weight for the structure and therefore, when the 
requirement of buoyancy takns came up, the certiftcation 
agency said that if the .revised design has been "approved 
by ONGC or ElL, then according to international stan-
dards, certain buoyancy will be required and; therefore. 
tile Use of buoyanc" tanks will be necessary." 

16. According to Audit. the buoyancy tanks were not the re-
Cluirement of certification ageney. since that agency had by its teleX' 
of 25th Feb.ruary. 1985 informed tl1e Commission that it did not 
make anv request to the contractor for buoyancy tanks to be added 
to the platform. Tn this connedion. the Committee desired to know 
as t9 whether the certification agency (Lloyd's Register of Ship-
ping) directly informed the Commission regarding need to increasE' 
the reserve buoyancy to 17 per cent as a result of revised design 
of the platforms. In reply, the Member (Technical). ONGC stated 
during evidence:·--

"The contractor was fabricatint:! this item in France. LIoyds 
Register of Shipping is in London. ETPM sent a telex 
messa~e that LloVds Register of Shipping advised them 
to increase the buoyance ...... First time there was no 
dire('t. information to us." 
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17. Elaborating the representative of ONGC informed the Com-
mittee that their engineer sent a telex to the Lloyds Regisie.r in 
1981, but that earlier document was not traceable. There was a 
correspondence on record only in 1985, which was prompted by a 
reference made by audit enquiring about correspondence between 
ONGC and LRS on requirement of reserve buoyancy. On checking 
their old records, as ONGC could not trace any previous corres-
pondence, they wrote to Lloyds again in 1985. 

18. Subsequently, ONGC furnished a copy of the telex message 
dated 25-.2.1985 received by them from LRS, which read as 
follows:-

"1. We have made no written request for buoyancy tanks to 
be added to these platforms. 

2. As we recollect, at preliminary meeting with ETPM (3rd 
July, 1981 in Paris), we informally suggested a reserve 
buoyancy of 17 per cent on calculated weight. 

3. The ETPM formal submission on July 24, 1981, included 
buoyancy tanks which brought reserve buoyan-cy upto 
15 per cent. This was accepted by LR" 

19. When asked how ONGC allowed the contractor Mis. ETPM 
to increase the reserved buoyancy and consequential use of buoy-
ancy tanks without any direct communication with the certification 
agency (LRS), the Secretary, Department of Petroleum and Natural 
Gas during evidence stated:-

"Originally ElL had prepared the design. They haa not con-
templated the use of buoyancy tanks. Later on the 
design was changed. A revised design was submitted by 
the contractor and it was duly approved both by ElL and 
ONGC. The contractor approached with that design the 
Certification Agency to say that how he would like to 
proceed on this basis. On the basis of this design as ap-
proved by those two agencies, the Certification Agency 
said that the Contractor will require a buoyancy tank. 
Therefore, the question of Certification Agency not direct-
ly getting in touch etc., does not arise because once you 
have approved a particular design and in that buoyancy 
tank was necessary, there is nothing irregular about it. 
The question is whether it will add to the cost both 1n 
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terin8 of additibnal weight and the need for buoyancy 
tanks is a factor which should have been taken into ac-
coUnt by ElL and ONGC before approving the design ... fl. 

20. It has also been brought to the notice of the Committee that 
the Commission in their telex No. BOP/47 dated 28-2-1981 had clari-
1led to the contractor that any additional tonnage involved due to 
use of higher thickness than that specified earlier would be at their 
risk and cost. In view of the Commission's telex message. the 
Committee enquired why was the contractor's claim of US dollars 
7.13,552 admitted by the Commission. The Chairman. ONGC durIng 
evidence stated:-

"Claim of US $ 7 million was based upon many factors and 
this was one of the main. factors. . . . . . . . .. It W3.~ neither 
accepted nor paid. What was paid was only $ 1.8 million.' 
This was mainly on account of weight increase. And 
buoyancy tank was part of that." 

21. The Committee pointed cut that the contracts for platforms 
were awarded to MIs. ETPM between March, 1981 and June, 1981 
and the contractor made the claim for extra payment on account 
of fabrication of buoyancy tanks not originally contemplated in 
AUgust, 1981. The net claim amounting to US dollar· 4;ltr,124 was 
discharged by the Commission in February. 1984. The Chairman, 
ONGC Stilted during evidence:-

"This particular item was declared a disputed one. There-
after, the two Members discussed the issue, and finalised 
the matter with the contractor." 

Elaborating, the representative of O"NGC added:-

"In such contracts, the contractors do put number of claims. 
Rarely you will find a contractor who does not makE' any 
claim, not falling within what had been put in the con.-
trad. As for putting in claims, it is nothing unu:.ual. They 
put exaggE:'!rated claims also. When they do sn, we also 
ado¢ a strategIc approach and say nothing is payable. It 
does not mean that nothing is payable. In our records 
and cOrrespondence, you will find that at some sta~es, we 
have said that nothing is payable. Then we dlo;::uss the 
sub3ect. It was also discussed by our technieal groups, 
the project team; and later on, with Member (Finance) 
and' Member (Off-shore) also, to see that what eXActly 
was payable. 
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22. The buoyancy tanks were stated to have been taken back by 
the contractor and· the Commission had settled the claim fot' US 
$ 4.18,124 by reducing it by 35 pel' cent of the total claim. The 
Committee desired to know the basis of arriving at the 35 per cent 
reduction of the claim by the contractor. The Chairman. ONGC 
durinrg evidence stated: 

"There was a meeting of the management in October, 1981 
headed by Member (Off-shore) where representatives of 
ElL and everybody concerned were there." 

23. In this connection, the Secretary of the Ministry also stated:-

"This is a matter on which audit itself has pointed out that 
the payment was made at different rates. That is also an 
iSSUe which needs to be gone into. There is no fixed rate. 
This is a question of discussion between the parties for 
arriving at a decision." 

24. The Committee note that ONGC awarded a turnkey contract 
to Mis. ETPM for installation and< commissioning of three w"l1 
platforms SM, SP and SR at Bombay oft-shore in December, 1980. 
Subsequently, in February, 1981 the work of another platform (SF) 
was allo awarded to the same contractor at the rates applicable to 
SM platform. The work W8S' completed by the contractor on 18 May, 
lt83. The total payments made against these contracts amounted 
to US $ 73,253 miUion plus Japanese Yen 3590.352 million 
(as. 71.08 crores). The scrutiny by Audit of theBe payments made 
to tlte conkaetor revealed, th.t there were avoidable payments agpe-
ptia, •. 89.06 I.Utbs in foreign exchanae. which were extra contrac-
tual. 

25.. One of suc:b items of over payment was payment made for 
buoyancy tanks. Clause 5.12.5 of the agreement, provided that the 
contractor should at his ow.n expense supply and provide all construc-
tional plants, materia] both for temporary and for permanent works, 
labour, transpod to and from the site and in and about the works, and 
other things of every kind required for design, engineering. pl'IOCUI'e-
ment, construction, completion, commissioning, start-up and making 
good of the works, etc. The Committee note that in the basic design 
of the jackets which was prepared by the consultants, Engineers 
India Limited, there was no provision for buoyancy tanks fM launeh~ 
ing of jackets. 'n1e need for buoyancy tank aroBe only as a result of 
excess weight of the jacket which was attributable to the use bv the 
contractor of members of higher thickness than that prescribed in the 
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0~a1 design reportedly because of the constraint of time. Due to 
use of birher thickness of members there was avoidable expenditure 
of US $ 7,13,552 being the cost of 113.665 tonnes of extra weight 
In addition, ONGC accepted a claim of the contractor for US 
$ 6,43,268 for the installation of buoyancy tanks as per requirement. of 
the certification agency (Lloyd's Register of Shipping) who liuggested 
that with the revised design, according to the intemational practice, 
a buoyancy of 17 per cent would be needed. 

26. The Committee are distressed to note that the claims of the 
contractor for additional expenditure were admitted by ONGC inspite 
of the fact that the Commission in their telex dated 28-2-1981 had 
clarified to the contractor that any additional tonnage involved 
due to USe of higher thickness than that specified earlier would be 
at their risk and cost. The Secretary of the Ministry admitted in evi-
dence before the Committee that even if higher sized members weM 
used by the contractor for any reason whatsoever, in terms of the 
contract ONGC need not have paid tlw higher amotlni as it was not 
due. 

27. The Committee are also surprised to findl that even though 
buoyancy tanks were taken hack by the contractor. the Commission 
settled the claim of the contractor in this regard by reducing it by 
35 per cent of the total claim (US $ 4,18,124) after disdtssiou in 
a meeting headed by Member (Off-shore). There Were no records to 
show the basis on which reduction of only 35 per cent of the total 
clair was arrived at. From the facts placed before them the Committee 
are of the definite view tbat the additional payment in foreign ex-
change to the contractor for the use of structural members of thick· 
ness higher than that prescribed in the original design and for the 
use of buoyancy tanks was unjustified. The Committee, therefore, 
recommend that the responsibiJity in the matter should be fixed and 
action taken against the officers concerned should be reportred to 
them within six months of the presentation of the Report. 

B. Payment fOT launch tTUSS timbeT 

28. As mentioned earlier according to clause 5.12.5 of the agree-
ment with the contractor, the lumpsum cost of the contract ~overed, 
cost of all material ancl labour used for thp- desi.'ln, engineering cons-
truction required for the satisfactory completion of the work. Turn-
key prices for each of the wen platform quoted by the contractor 
also included a sum of 2.2968 mtllion dollars on account of installa-
tion aids (Jackets). Tn February 1984. the Commission however, ad-

. mftted and paid a separate claim amounting to US $ 2,21,858 
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(Rs. 23.96 lakhs) being the cost of 77,854 MT of timber used in 
the construction of the 4 platforms. This was inspite of the fact that 
the consultant for this project, Engineers India Ltd. had in January 
1982 clarified that the launch truss timber used in each platform was 
only to provide skid surface during loadout and did not remain per-
manently with the jacket and its cost should be considered as having 
been included by ETPM in their lump sum cost. The timber was 
used only as an installation aid. 

29. Audit have pointed out that as the contract did not contain any 
provision for making additional payment for the launch truss timber, 
the payment was made under the clauses of the agreement relating 
to additional payment for the structural steel when it was used in 
greater quantity than provided in the estimate. According to the 
consultants as well as the evaluation report and clarification given 
in the Tender Committee proceedings, the term structural weight 
was to be construed to refer to the steel weight only. The Com-
mission, however, in.terpreted this clause to mean the variAtion in 
the entire weight of the materials used. The weight of the 
timber was included in computing the total weight and the differ-
ence was paid even though it was not included in the original 
estimate of the materials coming under the clause of structural 
we:ght variation. 

30. While computing the payment for the timber, since no rate 
was available in the original estimate, the payment was made at 
the rate laid down for the jacket appurtenances. According to Au-
dit, adoption of this rate was not proper as the timber wa<; not used 
as part of jacket appurtenances. 

31. The Committee enquired as to whether the payment made to 
the contractor for the USe of launch truss timber was within the 
terms and condition of the contract. In reply, the representative 
on 14-1-1982, which, inter-a.lia stated: 

"As per the contract, the weight of timber is also to be con-
sidered for payment. The issue involved is at what rate 
it should be paid to the firm. Payment for thj~ at the 
jacket rate was not acceptable to us, because in the' jac-
ket rate, rate is same for the steel as well as for timber 
We did not accept that. There are some miscellaneous 
items and those are covered under the jacket appurtenan-
ces and that rate is nearly 35 to 40 per cent of the steel 
rate which ONGC paid for this timber." 
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32. The Committee drew the attention of the representatives of 

ONGC to the telex messap sent by, ElL, thell' consultants to ONGC 
on 14-1-1982, which i1tter-alia stated~ 

-.Launch Truss Timber 

About 19.0 Tons of this- item per platform bas beE-n included in 
jacket tonnage This item cannot be considered under jacket at this 
is only to provide skid surface during IG)adout and launching and 
does not permanently remain with jacket. ThiS item should be 
ccmsidereci as haviprg been included by ETPM in their lumpsum 
cost," ' 

33. The Comomittee were informed that (In. ::7th August, 1985 
another telex was sent by ElL in which thc-y have included the 
weight of timber in the structural tonnage at jacket appurtenances 
rate. 

34. When enquired as to why the cost of timber to be used by 
h contractor was not included in the contra("t, the representative 
of ONGC stated:-

"For aubsequent tenders, we did c~al1ge our policy and we 
have made it a specific condition of our tender document." 

'--. 

35. In this connection, the Secretat')', Dt'pllrtment of Petroleum 
and' Natural Gas during evidence stated: 

"This is a point on which I would like to plead with the Com-
mittee that benefit of doubt should be given to the ONGC, 
particularly for the contract as it stood at a purticular 
pOint of time. This is the timber which remains with the 
structure. The cost of remC'val wm be very high. Sec-
ondly, in the subsequent contracts, some of these things 
were clarifted. Four or five different categories have now 
been made. The categories under which various items are 
included are jackets, Jacket appurtenances, aids for fabri-
cation. transportation and installation, Dilling and super-
structurer. This is to make sure that the contrad does 
not haVe embiquities. The ElL has procedect on the basis. 
At that time, it was necessary as aid for installation. So, 
this was taken as an appurtenance. There are two or three 
other similar kinds of cotracts entered into like that of 
Mazegon Dock Ltd., where payment 'Was made for timber 
on the same basis. So, this was not the only ca~e where 
payment Was made on that basis." 
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36. The Committee wanted to know as to why the payment was 
made to the contractor under the clause of variation in structural 
steel tonnage when tlie term 'structural wei'ght' wasclarI1ied in the 
TeDder Committee proceeding and also in. the eValuation report to 
be construed to mean steel weight only. 'The representative of 
ONGC stated: 

"It has not been paid at steell'a~. It waa paid on jacket app-
urtena~ rate which ;is 35' to 40 percent of the rate of 
steel. ......... -1t is written here that Jao1liet appurtenan-
ces shall include boat landing, barge bumbers, rub strips, 
Jacket walkway, AaD."rails etc." 

37. Asked how would the Miniatry justify the payment made to 
the contractor under the clause of variation in 'structural weight', 
the Secretary of the Ministry explained in evidence: 

"The ~V8}u.tion was based on structural tonnage .and not on 
structural steel -u,nn.age.For the pUl'pOae of Sid evalua-
tion, ElL estimated the structural tonnage of super struc-
ture. helideck jacket, piles, appurtenances and anodes 
The first category itema includesqperst:r1.lotUl'es, helideck, 
jacket and piles which corwilt of .all struct\ll'al steel and 
the second category 'consists of anodes which ~onsist of 
structural -stee-l and :aluminium ziocalloy. A large 
number of material. are put in the third oategory which 
include both structural steel as well as non-steel items. 
It is taot just that only atructloU'al steel items go into fab-
rication but a large number of materials of non-steel 
nature alao go into it. And this wal one of them. Thus, 
the aterpretation is correct. ,. 

38. When. the ComJrtittee pointed out that the above item8J1letl-
tioned by the Secretary, Department of Petn1eum and Naiu.ral Gas 
were abllol\111ely necessary for the fUQctioning of. the equipment but 
ttm~ ~.s only an aid for traneporta-tionand installation, the wit-
ness stated:-

" ...... there is no denying the point that this is en tdd 
.for transportation aDd .installation. If this had ·beerl·etari-
tied. ill the contract at that given point of time, then. thit 
dispute would not have arisen. In the subsequent ~ 
tracta, the tranaportation and installation item,; which ate 
liaWd. also include timber for launch truss. ntis dearly 
oategories that in all .subsequent contracts. the launeh 
timber was used as an .aid." 
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The witness added:-
"As a hindsight, one could say that this was a launching aid 

and should not have been paid for. But the contract as 
it stood at that time for this job, there WftS no '3pecifie 
mention that this is an aid for installation and tberefort., 
that ambiguity in the contract gave rise to thi<: claim 
being entertained by ONGC. At that time, ONGC 
thought that this should be taken as an appurtenance 
and payment was made on that basis." 

39. When pointed out that as per clause 5.12.5 of the agreement 
the material used for erection and used as an installation aid was the 
responsibility of the contractor, the Secretary, Department of Petro-

. leum and Natural Gas stated during eVidence: 
"In one sense, yes; but it remained with the structure. I am not' 

defending it. The limited point is that the contract as it 
stood at that time, did not clarify this position that this is 
a launching aid Or the transportation aid. But as it remain-
ed there with the structure it distinguishes it from any 
other transportation aid. If the structure is taken away, 
you can legitimately call it a launching aid but in this 
case it remained with the strudure........ Therefore. 
it has to be treated somewhat differently. I would 
plead that this should be treated a little differently." 

40. When enquired about the level on which the decision was 
taken to make payment to the contractor under this clause, the 
representative of ONGC during evidence informed the '~om1l1itllee 

that it was taken at the level of the Members of the Commission-
Member (Finance) and Member (Off-share). 

41. The Committee find that according to clause 5.12.3 of the agree-
ment with the contractor, the lumpsum cost of the contract covered 
cost of all material and labour used for the design, engineering cons-
truction required for the satisfactory completion of tlhe work. Accord-
ingto Audit the total turnkey price" for each of the well platform 
quoted by the contractor also included a sum of 2.2968 million dollars 
an aecount of installation aids (Jackets). ONGC in Fehruary, 1984 
however, admitted and paid a separate claim amounting to US 

. $3,21,858 (Rs. 23.96 lakhs) being the cost of 77.845 MT of timber used 
mthe eonstruction of the 4 platforms. This was stated to he inspite 
of the fact tha~ the consultant for this project. Engineers India Ltd. 
had in January. 1982 clarified that the launch truss timber used in 
each platfonn was only to provide skid surface during loadout and 
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did not ,remain permanc'ntly with the jacket and its cost should be 
considered as having been included by ETPM in their lumpsum cost. 
The timber was used as an installation aid. As the contract did not 
contain any provision for making additional payment for the launch 
truss timber, the payment was made under the clauses of the agree· 
ment relating to additional payment for the structural steel, wheu it 
was used in greater quantity than provided in the estimatej. Accord-
in~ to the consultants as well as the evaluation repoJ·t and clarification 
givcn in the Tender Committee proceeding, the term structul'al wei. 
ght was to be construed to refer to the steel wcig,ht only. The ONGC 
however, interpreted this clause to mean the variation in the entire 
weight of the materials used. The Secretary, Department of Petro-
leum and Natural Gas admitted during his evidence before the Com-
mittee that launch truss timber was an aid for transportation and 
installation. As a hindsight one could say that as this was a launch-
ing aid it should not have been paid for. He, however, sought to justi-
fy the payment on the ground that the contract as it stood at thal 
time for this job did not specifically mention that this was an aid for 
installation and therefore that ambiguity gave rise to this claim being 
entertained by ONGC. As the timber remained: there with the struc-
ture it distinguished it from any other transportation aid. At that 
time ONGC thought that this should be taken as an appurtenance 
and payment was made on that basis. In the subsequent contracts 
the transportation and instat1ation items which are listed also inclu-
ded timber for launch truss. 

42. The Committee are not convinced with- the reasons advanced 
by the Ministry for the payment amounting to us dollar 2,21,858 
(Rs. 23.96 lakhs) for launch truss timber. From the facts placed before 
them it is evident that this was an aid for transportation gn(l installa-
tion and showld have been treated as such as has been done in subse-
quent contracts. The Committee see no justification for the ONGC 
going out of the way for entertaining the claim of the contractor in 

, this regard on the ground that the contract did not specifically men-
tion that this was an aid for installation. The Committee, therefore, 
recommend that the responsibility for over-payment should be fixed 
and the action taken against the· officers concerned reported to them. 
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C. PaYrrI£nt jor 21.81 tonnes of steel wastage not forming paTt of 
the instaUed weight 

43. The agreement with the contractor provided estimated struc-
tural tonnage for various items of platform (superstructure, Jacket 
and .Jacket appurtenances) which fonned the contractual tonnage 'for 
the purpose of plus/minus adjustment in the lumpsum price at the 
-mlit rates provided in the price schedule of the Agreement. 
'Clause 12. 13 of the Agreement regulating the procedures for measu-
rement of work done· provided that work shall be meast1Ted net of 
all loss and wastage of materials unless specifically prescribed in the 
contract. However according to audit in the case of deck Sl.lperstrtlC-

ture a payment of US dollar 183204 was made to the contractor to-
wards the cost of 21.81 MTs being the weight of cut pieces of deck 
legs which did not form part of the installed weight of the platform. 
As per Audit, the payment was not admissible in tenn'S of clause ' 
12.1.3 of the agreement. 

44. In this connection, the MiniStry intimated the Audit in April 
1986 that "there was an error in measurement of water depth that was 
quoted in the bid package. This came to the notice of ONGC quite 
late after the award of the contract when a second measurement was 
taken by M/s. Furgo, Holland. Since ONGC was not ,prepared to 
risk: a change in the height of the deck they allowed the :c.on'-ractor 
to proceed acoording to original design criteria. Eventually, on ac-
count of the water depth, the deck legs (transition pieces weighing 
about 22 tonnes) had to be cut-oft' at the time of installation, Ultima-
tely, however, in fairness to the contractor, this 22 tonne. had to 
be paid for." , , 

45. The Committee enquired as to why a payment 0'1 US dollarli 
183204 (cost of 21.81 lILT of cut pieces of deck legs) was made to the 
contractor in contravention of clause 12; 1. a of. the agrct!ment WBicll 
provided that work shall be measured net of all loss and wsstap <)f 
materials. The Members (Finance), ONGC during evidences stated: 

" .......... we have not made any payment for tbetle ~teR-
nes. So the question does not arise. It may .hP. only a 
proposal." 

46. When pointed out that t~ fact of ,..bove payment hn been 
brought out in the audit para only after the confirmation by ON(le 
as well as the Ministry. the witness during evidence elaborated: 

" ....... '" the main issue involved 10 the examination was 
whether ONGC had made payments for cut pieces. We 
conftrmed last time that no payments a'gainst cut pieces 

• 
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were made .......... how this had happenea was that 
while the Audit was examining us, somewere there was 
an error from ou,r side in stating that some payments had 
Deen made and we are really sorry to say that we should 
not have stated that. We want to rectify the position that 
no payment has been made on account "Of rut pieces." 

47, III this connection, the Chairman, ONGC during evidence ad~ 
clad: 

" ... , •..... the Audit had asked about the difterenee between 
'as fabricated' and 'as installed'. At that time an error had 
crept in while giving the reply to the Audit that this 
we1ghtage -of the ~ut pieces had been paid. But iUbsequ~ 
ently when we checked. up after we appeared before you 
we found that payment had not actually been made for 
tholle cut pieces. It 

48. As regards the contract, the Committee desired. to know whe-
ther due to any flaw in the contract, flbette were any d:Jsputes with 
the contractor Mis. ETPM. The Chairman, ONGC during evidence 
stated:-

" ... , ...... in the earlier cont~act, the ex;perience 4)f the orp-
niaation was limited. They were going on the baaia of tra~ 
d.itiona and practice. abroad tram where ElL had drafted 
those instructions and there was certain amount of CGnfu-
mon. All these discrepancies which came sbout were later 
on discuHedwith contractors with the help of ElL. I 
agree a number of postures were taken initially by ofD.~ 
daIs, at the initial sta'ges. But finally w~ Member 
{Olf-shore)-who is not with 111'1 today, he left the or.ga-
nisation-came, he along with senior people aDd ElL 
represenatives discUBaed this matter. We would 'not 
say it as a package deal, but as a ,one-time settlement. 
Pieces and cuts were not paid but certain other payments 
which were in dispute were paid. By 4lnd large, it look-
ed to be a fair settlement with the contractors. Butthis 
was certinaly not brought up to the level of Steering 
Committee or Chainnan. Therefor~. We rectified this situ~ 
ation later on. All these changed orders and settlement 
have to eome Up now before the Steering Cmnmtt~ 
tee aDd the Chairman. 

49. Since the position ftplatned by the ONGC during the evi~ 
dence recorded in the meeting held on 29th September and 28th 
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?etober, 1988 was in direct contradil tio1\ to what they had earlier 
infor~d Audit as well as the revehations made in the Audit Para 
the Committee after certain deliberations directed Audit to re-exa~ 
mine the matter on the basis of relevant fileli and documents to be 
made available by ONGC with a vie N to submhttng a report to the 
Committee. 

5Q. The report was SUbmitted to the Committee by Audit after 
scrutinising again files and records made available to them by 
ONGC. The following were the issues which were again verified 
by Audit in their re-examination:-

(a) Whether the payment for the amount stated in the audit 
paragraph was, in fact. made to the contractor or not 

(b) If not, then the circumstances in which the earlier reply , 
was furnished by the Commission. 

(c) Whether the reply given by the Commission earlier was 
based on facts and records or whether the present repl) 
sought to be given by them is based on facts/records. 

51. According to Audit. the contract was based on lumpsum pay· 
ment and the dispute with the contractor was in respect of a,..ddition-
01 items which were not within the purview of the agreement: These 
claims were discussed by the management with the firm during the 
negotiations held in four s~sions on 20th and 21.st October, 1983 
and 28th January, 1984. It was recorded in the record of proceed-
ings of the meeting held on 20-11-1983 "that it war emphasized on 
sevE"ral occasions that only 'as installed' weight is payable. ONGC 
also argued that 'as installed' or 'as built' weight are synonymous 
and based on the similar contract bo:h upward and downward reo 
vision in weight should be considered by ETPM and weight adjusted 
accordingly and no payment for upward revision only". Keepin~ 
in ,.jew this criteria it was offered by ONGC at the end of the first 
round of meeting on 21st October, 1983 that only a sum of US$ 

. 426,&53.05 can be allowed towards weight adjustment built on 'instal-

. led weight' only. 

52. The Negotiations were further continued in a meeting on 
28-1-1984 .. As a result of this meeting, the Management agreed to 
pay US $ 610,057.05 for weight adjustment inclusive of the weight 
adjustments of US $ 426,853.05 arrived at in the earlier meeting of 
·21-10-1983. It has been recorded in the record of proceedings of 
28~1-1984 that based on the further discussion held between ONGC 
it ETPM management it was agreed that a lumpsum amount of US $ 
1.80 milllon would be authorised against all their outstanding claiInt 



19 

on MPRF as on date excluding any contractual payment due to them. 
Earlier the amount towards weight adjustment on the basis 
of 'installed' weight was only coming to US $ 426,853.05. Therefore, 
the Audit have concluded that. it is clear from this record of pro-
ceedings that the Management in the course of negotiations agreed 
to pay an additional amount of US ~ 1.83.204 for the steel which was 
not a part of the installed weight. Applying the unit rate of US 
$ 8400/MT for steel, the amount paid for is for 21.81 MT. This fact 
of payment which related to excess over the 'installed weight' was 
the subject matter of comment in the Audit Report and it has not 
been refuted by the Management even in their revised reply dated 
9th Decmbr, 1988, 

53. As regards the revised reply of ONGC dated 9-12-1988, the 
AUCIt have stated that no document has been prod'uced by them to 
show that no such payment was made. The reply has been based 
em the documents which were available with them even in 1985 when 
the first reply was given. The present reply only seeks to build 
up a fresh logic to justify the payment which has alr~ady been 
made. The major arguments advanced by ONGC have been sum-
marised as follows:-

(a) The contractor was entitled to receive payment on the 
basis of 'fabricated' weight. 

(b) The strategy of negotiation was to make the contractor 
agree for the downward adjustment of weight. 

(c) The difference of 21.81 MT represents a part of the nego-
tiated weight and cannot be linked to any speciftc dom-
ponent. 

(d) The payment for US $ l83.204 for 21.81 MT inadvertantly 
got linked up to the changes in water depth and transition 
pieces. No payments for 21.81 MT was made for transition 
pieces cut off. 

54. It has been stated by ONGC in their above reply to Audit. 
that: 

(i) The Contractor (ETPM) had from the outset given his 
claims on all items for structural tonnage adjustment on 
'as fabricated' basis and their tota] claim was US $ 5.897 
million. As per agreement. they' were entitled to pay-
ment on 'as fabricated' basis and ETPM did not agree for 
downward adjustment and as a strategy for making them 
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-.gr_ for downward adjustment, a stand was taken by 
ONGC to reject some of the claims and make counte.t'i 
claims as a measure of precaution. 

(ii) As per the agreement with Mis ETPM, the estimated 
structural weight of the Superstructure (decks) was 
1041.50 MT for all the four platforms. Since Mis. ETPM 
did not furnish the BOM for decks & Helidecks ElL were 
asked by ONGe to prepare an estimate of the fabricated 
weight, which was furnished by ElL in April 1982. 

(i1i) During the discussions carried out with Mis. ETPM from 
July 1982 to January 1984 from time to time; the Contrac-
tor proposed reduction ,in the superstructure tonnage for 
the purpose of paymenifrom 1022 MT to '996.0 MT and 
eventually in the final negotiations agreed for 925.45 MT. ' 
Accordinily an amount of US $ 974,820 was worked out 
in the case of the Superstructure (deck) (cost of 1041.50 
MT-925.45 MT=1l6.05 MT @ US $ 8400 per MT) , 

(iv) While I'eviewing the subject in June-July, 1988 it emerged 
that the fabricated structural weight of the decks compu-
ted by taldng into account the "as installed." 8U:llctural 
weight as per ElL's letter dated 5 AprU, 1982 and the per-
missible items as per SHl's (Mjs. Sumitomo Heavy Indus-
tries, Japan) letter dated 30th August, 19.82 worked out to 
l01S.13 MT. 

65. In this eGnnectio~ it was pointed out by ONGC that SP deCK 
was fabricated by Mis. Hitachi Zosen, Japan while SM, SR " SF 
decks were fabricated by Mis. Sumit:>mo Heavy Industries, Japan, 
who were the S'Ub~tractors to Mis. ETPM for this part of the 
work. MIs . Hit.chi Zosen did not separately commentments. 
MIs. ElL's cak'Ulated structural tonnage of SP deck. Since the draw 
ings of all the decks were identical. the addilional permissible items 
for SP has been taken. as that of SM deck. 

56. Against the "as fabricated" Iweight of 1018.13 MT payable u 
per the contract only 925.45 MT was agreed to for decks while arriv-
mg at the final settlement 'figure of US $ 1.80 million. ONGC have 
poiIlted out that neighter in the notings leading to the approval for 
the settlement during January, 1984 nor in ETPM's ietter dated 30th 
Jalluary. 1984 {givina the break-up of US $ 1.8 million) there was 
.anv .mention ot payment towards transition pieces cut off, even 
th~u,h other items were mentioned. The actual payments made to 
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ETPM from time to time have since been reviewed and tbg. has 
also been confirmed that no specific ~t had' been IDIIIIe for 
transition pieces cut-off. 

57. ONGC have further stated in their revised reply to Audit 
that the "as fabricated" weight for superstructure (925.4l). MT) final-
ly negotiated for payment included difterent items. The difference 
of 21.81 MT between the negotiated weight and assumed as installed 
weight cannot be linked to any particular component as it is part 
of negotiated settlement. 

58. Besides 108s and wastage referred to in Clause 12.1.3 of the 
contract is the loss of wastage incurred during fabrication of the 
wo.rks at the fabrieation yard and not of fabricated structure. At 
the time of actual installation of the platform components, struc-
ture member may either be added or cut off according to a predeter-
mined plan on the basis of the drawings which is not referred to 
anywhere in the contract as loss or wastage. Further Clause 12.13 
should be read with Clause 12.1.4, 12.1.5 and 12.1.6 in AISC referred 
to in Addendum, II which read as follows: 

Section 12.1.3 

Works shall be measured net of all loss and wastage of materials 
for the purpose of contractual payment, notwithstanding any gene-
ral or local custom, unless otherwise- speciftWly prescribed in the 
Contract. 

Secticm 12.1.4 

The weight calculations of the structural members shall be based 
On provisions made in AISC, "Specification for the design, fabrica-
tion and creation of structural steel for buildings, latest addition." 
Section 12.1.5 

The Contractor shall submit a detailed stru:etural bill of material 
bill of materials for each structural drawing to the Company's re-
presentative at the fabrication yard. 

Section 12.1.6 

The payments to the contractor shan be based on 1he above mea-
bur(>ments from the approved bill of 1'11'Mlerials. 
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59. On the basis of re-examinatioll and consideration of available 

evidence, the Audit concluded the followmg; 

(i) Though the Commission during th(. proceedings of the 
COPU initially 'gave the impression that no such pay-
ment referred to had been made and hence there was 
little to discuss further, later 10 their reply to the Audit, 
they had shifted the stand to th.; effect that whatever 
payment was made was what the contractor was entitled 
to as 'fabricated weight' in terms of the contract and the 
theory of cut pieces or any cakulations thereupon had in-
advertantly been presented into the picture earlier. In 
other words, what the Commission has stated now is what 
the con.tractor was entitled to as per the contract had been 
paid and nothing beyond the c ,utnct 

(ii) However, it has to be mentioned first, whether called the 
difference between the 'fabricat~d weight' and the 'instal-
led weight' or weight of cut pi~l"es/ transition pieces (as 
referred to by the consultants-ElL) the dIspute centres 
round the quantity 21.81 MTs. The words "transition pie-
ces' as well as cut pieces whether had been used or not 
in the earlier documents or negotiations with the <contrac-
tor, they appear in the advice given. by the consultants to 
the Commission and also in the reply which ONGC gave 
to audit and also Ministry earlier and it. is not a phraseo-
logy introduced by Audit in buildin.g tt-e paragraph in 
early stages. Besides, theIr reol~' was bRseci on the reply 
received by them right from the projec~ authorities. It 
is also noticed from the records that the reply to the audit 
observations was framed by pn';erl authorities after 
checking the facts with refer(·nce +'0 the original docu-
ment. 

(iii) A reading of the record of proceedings of the negotia-
tions sp:readover three days would give the picture to a 
reader that the basic dispute between the Commission and 
the contractor had been wncthf'r in workin~ out the 
payments, there should be a TPrluction or not wherever 
the installed weight was le;:~ than the contract weight 
and the contractor cannot c1Jim that he W8!'1 entitled to 
benefit flowin.g from upwarrj revi sio11 orJ 1 V of Installed 
weight over contract weight and thAt he We!; not liable 
for downward revisi<m. 
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The management until the last day (28-1-1984) has been arguing that 
if the contractor was entitled to the upward revision the commis-
sion was also entitled to the downward revision, and finallv the con-
~ractor had come round to adjustments towards both up·ward and 
downward revision on installed weight basis. However, he has asked 
that since the fabrication of superstructure has been done by aIiother 
sub-contractor, ONGC shO'U:kJ consider making payment as 'fabri-
cated weight' and not 'installed weight' and on this ground only 
the Management had agreed to pay him as per the fabricated weight 
anti increase the weight adjustment calculations. According to 
Amiit. 21.81 MTs is the precise difference between installed weight 
and fabricated weight. 

60. Thus, the trend and core the negotiations have been com-
pletely 'On a different footing. Accordinp: to Audit the Commission 
cannot say that the contractor was entitled to the payment of 
fabricated weight as per terms of the contract. If that was so, then 
this item should not have figured at all along with other items in 
the negotiations as had been mentioned earlier. 

61. Further, when the dispute in the calculations on weight 
adjustments related to 5 aspects, Jacket, Jacket appurtenance. Deck 
(Superstruct'llre) Helideck, Piles, it is not clear how for 4 items the 
payment finally agreed to could be on installed basis and only for 
one item (superstructure) this could be on di1!erent footing. i.e. 
with reference to the fabriCflteCl weigoht. It would ~lso be of 
interest to note that in the case of Helideck there is a 'minus' 
adjustment with reference to the tonnage as on installed basis. 
Therefore, the core of the nara is that f'0r the Deck (Superstructure) 
weight adjustment and calculations for payment should have been 
only on installed basis. 

62. According to Audit it is clear the facts narrated above and 
the summary of the evidence and findings arrived at that the pay-
ment for 21.81 MT of steel had in fact been made by the Commission. 
All the available evidence supports the view that this payment was 
for the excess over installed weight. the difference being described 
in whatsoever manner earlier or now. 

63. It is seen from the record of proceedings of the meetings 
heIr'! on 20-10-83, 21-10-HlB3 ant'J 28-1-19R4 !'!mon<r the re!'Jresentative"l 
of ONGC. ElL and ETPM that the issue pertaining to outstanding 
payment due to ETPM on MPRF nIatform was discussed a number 
of times and it was finally decided in the Meetin~ which was held 
on 28-1-1984 that a lump-sum amount of ~1.80 million which includ. 
ed a payment of US ! 610.057.05 for weight adjustment would he 



authorised against all tbeir outstanding claims excluding any con-
tractual payment due to them, if any. The Committee enquired 
whether it was a fact that in addition to the original contract price, 
the contractor was paid a sum of US $ 1.80 million on various dis~ 
putes/ciatms as a result of negotiations and whether this payment 
included a component of US $ 610,05.05 also towards weight 
adjustments. The Member ,(F1nmce). ONGC durinI evidence 
stated: 

., ...... these are tW'n-key contncts and in turn .. key contracts, 
we fix the price on certain. assumptions made while f!lnter-
ing into the contract. But during the execution of the 
contract, always some changes do take place. As a result 
ot ttlis, the- price variation is made' 8I'1d~ this amoum of 
1.80 million dollars is as a result of that which includes 
$ 61(),057. 05 for weight adjustment.' 

64. The Committee pointed out that as per the agreement with 
ETPM both upward and downward adjustment on msta1.l.ed weight 
basis was permissible in case of Jacket, Jacket appurtenances. 
Helideck and Piles but only exception was made for super-structure 
where only upward adjustment was all'Owed by the contractor. In 
this connection, the Committee enquired at what level the contract 
was finalised with 1ITPM. The Chairman, ONGC during ~idence 
litated;. 

"The decision was taken at the level of Member (Olf-shore-). 
Unfortunately, he is not in the organisation new, who was 
not competent to take a decision. It had come- to out! 
notice just now, after the enquiry. The second question 
was about upward and downward trend. Th~ Member 
(Oft-shore) had conducted negotiations with the ETPM 
and it was accepted at that revel that downward revision 
will also be adjusted and that, for super-structure, it will 
be on the basis 'Of fabricated weight and for the other 
four. it will be on the basis of installed weight. Th~ 
paid according to thal" 

65. When asked about the basis on which the fact of payment 
of US $ 183204 for 21.81 MTs of steel wastage not forming part of 
the installed weight was denied by ONGC, the Chairman, OHGC 
during evidence stated:-

"After we presented ourselves before your Committee last 
time, I had ordered an inquiry within the Commission 
to find out the facts in greater details. . . . . . . .. There have' 
been a' number 'Of inquiries in this case. The first inquiry 
was headed by Member (Technical) to find out the facts 



further in this matter. The report is -being presented to 
the Commission. The second inquiry which was ordered 
was about the issue of 22 tonnes and it pertained to 
whether payment had been made or not because earlier 
we had made a statement on the basis of certain facts. 
The C&AG had brought out that payment was made. 
We had also accepted that payment was made. But as 
a result of a new evidence, be COUld come to know that 
there was' 'a letter from M/s. Sumitomo, ~ddressed to 
Mis: ETPM. Sumitomo. was the sub-contractors of 
ETPM. Of course. that letter is . not a formal letter 
addreSsed or copied to us. But when we were investi-
gating the matter, we found it in one of the files and on 
the basis of that, it was concluded that 'as installed 
weight' what was derived at was more than the weight 
for which the payment Wlls made to the contra'etor. So, 
on the basis of that, in the last presentation before this 
August Committee we had mentioned that no payment 
was made for the transition pieces cut off. As a result 
of further inquiry, we made a reference to rilL, our con-
sultants, to re-verify the whole ~ituation and they also 
recalculated the weight 'and came out with a· ftgure of 
334 t'Onnes against the figure of 925 tonnes for which pay-
ment was made. That also made us to believe that the pay .... ' 
ment which was made' did not take into account the cut -
off pieces. So, this is what has come out as a result of 
this inquiry. This inquiry wal'l made at the level of our 
Group General Manager, who is presently Regional, 
Director, Bombay. Further, it is also a 'fact that wqen 
these negotiation~ were completed b..., Member (Opera-
tions) or Member (Off-shore) at that point of time these 
things were not submitted to the competent authority. 
That is what has come out now as a result of this inquiry." 

66. Asked whether any action was being taken against the officer 
responsibl~ in this regard, the witness stated that "we would be 
reporting it to the Ministry." 

67. The Committee wanted to know ·as to what was the interpre-
tation of ONGC of the above cla'Use 12.1.3 of the contract. In reply. 
the Chairman. ONGC during evidence stated: - .. 

"We have examined this aspect. There was a dispute and the 
contractor in,sisted that his interpretation of the cOntract 
was that the payment was based on 'as fabricated weight'. 
Since the claims looked to be very inflated. the Member 
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(Off-shore) at that point of time held meetings, with 
these people and for the purpose of negotiatioDa, took the 
diametrically opposite stand that weights were to be 
'as installed'. As a result of the negotiations, they 
were able to get the contractor to two things: firstly to 
accept the downward clause because in the case of decks, 
the weight as constructed or as fabricated was less than 
the contract weight. So they agreed to give a deduction 
to the ONGC. As a result of further negotiations, we 
were able to make them agree to calculate for all the 
items on 'as installed' basis except in the case of deck 
and super-structure ........ ·, 

Elaborating about the Section 12.1.3 of the contract, the witness 
added: 

"Ther. is a clause in the contract. Then there are one or 
two clarifications in the addendums attached to the con· 
tract. When you look at the whole thing together you 
will find that there is a possibility of difterent interpreta-
tio~the interpretation taken by us was 'as mstaUed' 
and the interpretation taken by ETPM wu 'as fabri-
cated." 

68. When pointed that there was some defect in the agree-
ment in this regard, the witness admitted that, '·Yes, here is a 
..:ert •• n amoont of ambiguity." 

69. In this connection, the Secretary of the Ministry of Petro-
leum and Natural Gas conceded during evidence: 

" ...... this contract left a great deal to be ct:sired. There is 
no denyiI\~ the point that the terms 01 contract were pro-
vided in a manner which can be interpreted in more 
ways than one. When I talked to ONGC I asked them 
'what steps have you taken to tighten up the provisions 
of the contract?' Audit also asked quelitions about up-
ward revision vs downward revision. While the eontract 
clearly says that the contr.actai' will be eligible for any 
larger amount of work done. It did not mention that if 
lesser quantity of work was done, payment would be 
less. About launching a!ds, there was some dispute, e.g. 
floatation t~nk and timber. A number of thin.gs gave- rise to 
disputes. " 
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70. The Committee enquired as to why the calculation of tile 

tORtractors MIs. ETPM was accepted and payment made to them 
dMpite an ambiguity in the Section 12.1.3 of the contract in this 
T·e~ard. The Chairman, ONGC during evidence stated: 

"Earlier the whole thing was based on the fact that we had. 
consulted our consultants, Mis. ElL and they had given 
certain weigl}ts, which were finally accepted by the 
N egot; .11.ing Team. '!'h It was figure of 903 tonnes which 
was finally nccepte:i by ETPM as 925 tonnes. It was an 
estimate made by the ElL. But when this new letter 
came into O'lr hands just before we presented ourselvell 
before you last time, we took that into account, we also 
tonk the ElL's earlier calC'Ulations and then came to the 
conclusion that the total weight would be approximately 
1018 tonn(~s. When the presentation was made before 
the Committee, the whole thing was that it was not paid 
because the 'as installed' ',veight was less than 1018 tonnell. 
After the meeting we again asked the ElL to recalculate 
the whole thjng and tl}e final calculations given by the 
ElL show 934 tonnes as 'installed weight' and the pay-
me'lt which has already been made is for 925 tonnes." 

71. When enquired as to how the figure of 903 MT 'a8 installed 
weight' was arrived at by ElL earlier, the representative of ElL 
tluring evidence stated: 

"The weight of ?03 MTs calcuL'lted at that time was based on 
the drawil'g of S.P. r>Iatform as they were the only 
drawings available. ~.P. was fabricated by one- con .. 
tractor and 3 other platforms were constructed by another 
sub-contractor. Norm:llly nlang with the 'as Built' draw-
ings we u::;e(l to have shop nrawings, cutting plans and 
B.O.M. In this case. we did not have these things." 

T1. Asked whether tl;le figure (If 903 MTs was not the final figure, 
the witness stated that, 'It is not the final figure.') He further added 
ih It they had inClicated in a letter to ONGC that these weights had 
to b ~ re~confirmed based on the shop drawings BOM and cutting 
pl~nr. (1f SP platform and the drawing~ of other three platforms also. 

73. When asked 'about the basis of calculation of 9S4 tonnes as 
inS"'..allcd weight done by EIL now instead of 925.45 tonnes reported 
earlier, the witness stated: 



"925 tonnes have been paid for; butlalted calculatiollB of ElL 
on the basis of the latest drawings show the weight as 
934 tonnes. After we met you last time we ordered the 
inquiry and asked ElL to recalculate the weights." 

74. In this connection, the representative of the ElL during 
evidence al80 stated: 

"When we made the calculation earlier in 1982 it was based 
on one of the platforms SP which was made Dy flitachi. 
Normally these calculated weights are given by the con-
tractor, and ElL, based on the 'as bUilt' drawings and 
BOM check i~. In this case the weight of the super-
structure was less than the contract weight and they did 
not give the weights to us. When the ONGC asked us 
to recalculate initially, we calculated based on the AFC 
drawings available with us at that time and we arrived 
at a figure 903 tonnes. It was only an estimate that we 
made at that time in the absence of BOM, shops draw-
ings and cutting plan.s. Now when in J98!) ONGC again 
requested us to recalculate, we asked them the basis on 
which recalculation was to be made, which was indicated 
to us as latest 'As Built' drawings. We found from ElL 
stores that we have got the 'as built' drawings of ~f SF 
deck fabricated by SHr wherein three decks were fabri-
cated and all that. Based on these drawings we again 
made the calculations and arrived at the figure 934 tonnes. 
This figure is arrived at after the completion of the 
work." 

75. In this connection, a representative of Ministry of Petroleum 
and Natural Gas added: 

"r would submit that earlier the estimate of 903 MT was 
based on the normal procedure of calculations on the basis 
of available drawings. The drawings were not 'as built' 
drawings. The measurement of 934 MT is based on 'as 
built' drawings." 

76. Asked when were the new drawings made available to ElL, 
. the representative of EIL stated: 
""' .. 

"The new drawings '~ame to us probably in 1984-85. We did 
not calculate at that time. We could use them only after 
. we were agatn requested by the ONGC for a reealc."Ula-
tion." 
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To another query about the reasons for not calculating the 
correct weights for making payment to the contractors at the time 
new drawings were made available to them, the witness stated 
during evidence: 

"The calculated weights are given by the contractor and we 
only check it." 

77. The Committee enquired from the Ministry as to how they 
h£ld also earlier in their letter dated 23rd April, 1986 supported the 
euntention of ONGC that payment has been made. The Joint Sec-
retary, Ministry' of Petroleum 'Bnd Natural Gas during evidence 
stated: 

"The Ministry had called for the comments of the ONGC on 
the draft audit para sent by the Member, Audit Board, 
On the basis of the information furnished by the ONGC 
and after discussion with the ONGC officers, the reply to 
the audit para was sent." 

78. Asked whether the Ministry had satisfied themselves in 
/fiving reply to Audit in April, 1986 about the justification of pay-
ment made by ONGC for the 22 tonnes of transition pieces cut-off, 
the witness stated: 

"The details of the report furnished by the ONGC were 
examined in the Ministry. Discussions were held by our 
officers with the officers of the ONGC. They verified .the 
veracity Qf the report and then th. report was sent to 
the Audit." 

79. When enquired whether there. was no me<ilanism in t~e 
Ministry to verify the facts given by ONGC in this regard,' the" 
witness during evidence stated: 

"The Ministry in this case had no reason to disbeliev.e the 
report of th~ ONGC, particularly wqen it was sent at 
the highest level from the ONGC." 

80. As regards the observations made by the Audit in their 
Report, the Committee enquired about the action taken by the 
Ministry Qn these observations during different performance review 
meetings. The JQint Secretary of the Ministry during evidence 
stated: 
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" .... One of the points that came out of th~ Audit Report wu 

that the contract was not specific and precise. This is 
not a general issue. When the contract was found to be 
not very specific 'On its structure, the defect was recLified 
by ONGC in subsequent contracts." 

81. The Committee drew attention of the Ministry to the argu-
ments advanced by the ONGC r.egardlng non-payment for 21.81 
tonn~ of cut pieces of decks in their revised reply to Audit dated 
9~12.J988 and desired to know the comments of the Ministry in this 
regard. In reply. the Joint Secretary, Ministry of Petroleum and 
Natural Gas stated during evidence: 

''On the basis of earlier information it appears that some 
excess paYlllent was made over and above the installed 
weights. This was justifiable in view of the change in 
the design parameters which ONGC had indicated to t~e 
contractor at Jl later stage. Since the contract was not 
specific and there was large variation in the amount 
being demanded by the contractor and what was accept.. 
able to ONGC the strategy of negotiation for downward 
revision of weight appears to have been the best in the 
circumstances. This was also borne O'Jt by the facts that 
have emerged subsequently." 

82, Subsequently, qn 28-8-1990 during further evidence of the 
representatives of Department of Petroleum and Natural Gas, the 
Committee desired to know the findings of the reported enquiry 
conducted by ONGC. The Secretary. Department of Petroleum and 
Natural Gas during evidence stated: 

"There were three enquiries which were conducted in. this case 
from time to time. They were ordered in June, 1987. 
May, 1988 and October, 1988. All these threP Commit-
tee came to the conclusion that there was no excess pay-
ment. Parti~ularly. the second Committee went into this 
matter at' some depth and also -came to the same conclusion 
that neither' there was any 1Tl1l1aflde nor anybody may be 
held responsible far any lapse and that tbe payment was 
not outside tbe contractual obligations and was within 
the parameters of the contractual obligations." 
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83. Asked about the basis 01 arriving at this conclusion that Be 
extra payment was made, the witness stated that the third CODl-
mittee was appointed in October, 1988. and its tindinp were; 

1. The Project Group in iti eagerness to satisfy the Audit. 
initially attributed the difference between the weijAta of 
925.25 MT (weight for which !layment was made) and 
903.64 MT (the weight which was calculated by 'EIL) i.e. 
21.81 MT to the weight of the cut off transition pieces. 
The weight of cut off length comes to 42.5 MT and it 
appears that since the figure 21.81 MT has to be adjusted 
in some way, the Project Group found it expedient to 
adjust it against cut off pieces. There was no linka,. 
of this 21.81 MT towards cut off transition pieces. 

2. Documentary proof for figure of 925.45 MT (quantity for 
which payment was made) and/or the basis on which 
this figure was worked 'Out on as fabricated basis could 
not be found or explained by the Project Group. The 
Project Group got the c'Omputed weight of 993.64 MT from 
EIL and considered it to be the weight on "as installed" 
basis. The Committee was of the view that since "as 
built drawings" were now available. ElL should be- aked 
to compute the "as installed" weight of all the 4 platforms. 

3. The Committee has made an exercise to arrive at the tlgures 
of "as installed" basis from the figure furnished by MIs. 
SHI (sub-cotltractor ot Mis. ETPM) In their letter dated 
August, 1982. since the Committee had no means to verify 
authenticity as detailed drawings are not available with 
data sheet. a presumption was made that information 
by M/s. SHI for the weights of different elements of the 
super-structure is correct. As p!r the exercise of the 
Committee, total computed weight for 4 platforms (super-
stt'ucture) was as under: 

1. SR Platform 
2. SP Platform 
3. SM Platform 
4. SF Platform 

242.627 Mr 
234.191 MT 
235.321 MT 
225.10 MT 

4. Since computed weight comes to 937.239 MT and since the 
payment actw:ally made was for 925.45 MT the weight leIS 
than tbia 937.239 )AT). it was concluded by the Committee 
that the payment ot transition cut off pieces wu not 
made. 
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5. The Committe~ enquired that as a check up. the Project 

. Group should -immediately get 'the weights computed on 
"as installed" basis from ElL since as built drawings are 
now available wi~h them." . 

Elaborating about the findings of the above Committees. the 
Secretary of the Ministry stated~-

"The matter has been looked into by group of people and not 
necessarily the same group. Different sets of people seem 
to have applied their mind to this problem over a period 
of time. I would like to clarify one or two points. The 
whole discussion is arising out of the two or three 
different rates which have come in the discussion from 
time to time. There are certain mix ups in the figures, 
I must admit it very clearly before the Committee. The 
confusion did arise because at one stage the ONGC said 
tha.t a payment ha~ been made for this section which was 
cut off. If you see the details of these Committee's Report 
two or three things became clear." 

84. In this connection. the Secretary of 
: stat.ed:-

the Ministry further 
'---. 

"The last Committee i.e. the Mahajan's Committee figure is 
937.239 MT. As compared to' 'that. actual .payment made 
was only for 925.450 MT. So the point is that. no excess 
payment waw made because actually the deck as it stands 
today. according to the calculations done by the Com-
mittee. as also by Engineers India Limited, its installed 

. _ .,: ,weight is 934 MT which is within the figure for which 
! •• ' __ ,the payment was made." 

85. The Committee enquired about the reasons for negotiations 
..between .ONGC, Mis, ETPM etc. and the issues discussed in it. The 
Secretary of the Minist;y during evidence stated: 

.- ... - ~. i ~ 

. "Th~re were half a dozen reasons. The contractor demanded 
-7 million donars; but ONGC as a matter . of strategy, 

decided to raise its own demands, so that during negotia-
tion,' this ccyuld be bargained for. During negGtiation a 
'·package settlement was arrived at. The settlement 
. arrived at 'for this' 'figure of 925".45 MT. was part of the 

-.' " ~ .- 1',·· p8.ckilge." . . . .. 
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. 86. Asked when the figure of 925.45 MT was only a negotiated 
figure, how could it be conCluded· that there was no excess payment 
made to the contractor, the witnesses stated: 

"I believe there was no excess payment. When I asked a 
question on what basis that figure was arrived at, I asked 
it in the context of the negotiations. I said, at the time 
·of negotiations you had some basis on which you had 
arrived at that figure; you must have got some basis for 
that I did not get a satisfactory reply from them with 
regard to this. Leave aside the controversy, whether it was 
on a fabricated basis or installed basis, in any way, between 
the two, the installed basis is the most relevant thing. 
The payment which was due to the contractor was on the 
basis of installed weight. As the two technical opinions 
are available to US today one can go into that; if the 
Committee so desires we can do that: One opinion is of 
ONGC and another is of the Engineers India Limited. 
Both of them say that the actual installed weight is 
higher than the fabricated weight. Prime facie, I do not 
find that any extra payment was made. 

87. When the Committee pointed C1Ut that it appeared that due 
to fortuitous circumstances the payment made by ONGC for the 
"'eight of deck superstructure turned out to be less than the actual 
weight, the witness admitted: 

"Sir I must entirely agree that this fortuitous circumstances 
ani that the payment for weight which was made turned 
out to be lower than the actual weight. That is aPsolute-
ly clear. That is why, I went into this question, on what 
basis this figure was arrived at·· .... " 

88. As regards dispute between ONGC and the contractor about 
the weight of deck superstructure to be computed on the basis of 
as fabricated basis or as installed 'basis', the witness added: 

"The second question is in. regard to installed weight vs. 
fabricated weight. This is a term of the contract. The 
contractor interpreted that it is only fabricated weight 
for which payment has to be made. He also gave a legal 
opinion to ONGC at that time by Shri Nariman, Advocate. 
which said that UDder the provisions of the contract, the 
documents, and the understanding arrived at between the 
contractor and ONGC the payment has to be necell8'&rily 
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II'Hlde on the fabricated basis. But ONGC have a differ-
ent position. Therefore. ONGC during their diJCUsiions 
continued to negotiate this point to make the contractor 
to agree to the payment being made on installed basis 
for everything else. Finally the contractor agreed for all 
'Other items ............ But for the deck he was adamant 
and said that he had a sub-contractor for this job. As it 
appears from the records, ONGC was in a position even 
then to get a marginal reduction. In one case the reduc-
tion was in respect of 8 MT and for decks the reducti'On 
was 116 MT. There were six or seven points during the 
diS'Cussion with the contractor. Finally the settlement 
was arrived at for about 1.8 million dollar:, .... from that 
point of view. we have advised the ONGC that in order 
to avoid recurrence of such a thing in future, they should 
record the reasons in writing for arriving at some kind 
of package settlement so that in future it will be possible 
for audit 01' any Committee to decide whether the settle-
ment was reasonable or otherwise". 

8&. The Committee note that accol'tlini to Audit in the case of 
deck .uper strudure payment of US dollar 1,83,204 wa~ 1Df:CIe to the 
Contractor Mis. ETP~I towards the cost of 21.81 M.l'. beiQi the 
weight of cut pieces of deck legs which did not form part of the 
installed weight of the platform. Clause 12.1.3 of the agreement re-
gulating the procedures for measurement of work done provided 
that werk shall be meuured net of all loss and wastage of matCl'ials 
-Ies! &~iftcally prescrihed in the contract, and since there was 
Dettrin, specifically prescribed to the contrary, the pRymen t was not 
.tmissible in terms of this clause. While replying to Audit in 
April, 1986 the Ministry conceded that this payment had been made. 
However, during the evidence before the Committee the represen-
tatives of Mth ONGC alld Ministry denied that any payme'llt for 
21.81 II. T. being- the weight of cot pieeee 01 deck lep had been 
made. ftey adInltted tbat while Autftt wasexaminlag them SlmIe-
where there was an error on the part of ONGC in stathl( that 
pa)"lllents had been made in this regard and felt sorry for having 
made such a statement. However, on further examination of the 
_Iter by Audit, at the instance of the Committee, it cam ... out that 
paymel'tt lot- adcHtional 21.81 M.T. of steel over the 'installed weight' 
at estimated at that time by the Consultants was intact made t,fter 
DqOfiat1ons with the Contractor. although It could not be linked 
to 1Il1Y sPeciftc component. The Committee are ext~emel~ unhappy 
over die maimer In which the whole ca .. was dealt with. There Wal 
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nul ooly failure OD the put of tile Commill8ion and tbe Minwtry to 
prCIi('ut correct facts to Audit white ~lying to Audit paral1'aph, 
lile luH tacts wece not placed even Wore the Committee initia-
liy and the COlllllV!.siota during the ploC'CWliings of the Committee 
earlier gave the .mpressioa that DO IJUCh payment for excess weight 
was luade to the Contractor. They hope that in future greater care 
would be exerciaed while replying to Audit Commenh and in 
pre.Diina the facts to the CommittE.e. 

BU. As regards the reasons for nlakin", payment tor .dditieoal 
weight over and above the estimated iustalled wei,ht .. the C..-it-
tee were informed that accordinc to the Contractor the interpreta-
tion of the agreement was that the paymeat was to be .. de on the 
basi:, of 'as fabricated' weiaht. On the other hand, the staDel taken 
by ONGC was that the weights were to be on 'as instaUed' buia. A. 
a result of negotiations the contractor agreed. to the calculation for 
ullitems on 'as installed' bas:s except in the case of deck super-struc-
tUl'e. Sint'e the fabrication of super-structure had been done by 
.mother sub.contractor, the contractor wanted the ONGC to make 
payment on 'as fabricated' weight and. not 'as installed weicht bMia 
and the management accordingly agreed to payment ior additional 
weight. The Committee see no justification for the Commission aare· 
l'ing to payment for super-structure on as fabricated' basis whereas 
f.or all other items the payment was made on 'as installed' basis. 

91. Durin, evidence, the Chai£man, ONGC as weU as Secretary. 
Deportment of Petroleum and Natural Gas stated that there WIllI a .. 
ambiguity in the agrerement and i~ was w~d in such a way that 
it could be interpreted in either manner. The dt'feet was. 
however, rectified by ONGC in subsequent contracts. The Committee 
regret to Dote thnt instead of safegu8l'ding the interests of the Com-
mission, t1be ambiguity in the agreement was made use el .. gi" 
undue benefit to the Contractor. 

92. The Committ£e were informed that initially 'ftS i_tailed" 
strul'tural weight as per assessment made by the ElL ia 1982 was 
903.64 M.T. This assessment was made by the consultants on the 
basis of drawings of only one platform i. e. S. P. which was accept~d 
),y the negotiating team. Later on, in 1988 when a further referen. 
ce was madlC to E.I.L. ~n this r~,gard they. on the basis of 'as built' 
drawings of all platforms made available to them, recalculated thd 
weight on 'as installed' basis as 934.29 M.T. whereas the payment to 
the contractor had been made for 925.45 M.T. only. A. such accord-
ing to the Secretary of the Ministry there was no overpayment to 
the Contractor. The Committee are surprised that the- paymeDt to 
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the contractor was not based on correct assessment of the weight of 
the super-structure. It is a matter of only fortuitous cireUDlstance 
that the weicht for which the payment was made has turned not to be 
lower than the actual weirht. The fact, however, remains that as II 

result of negotiations payment for additional weight was made to 
the contractor as compared to the installed weight estimated at that 
time. The Committee were informed that the decision to make the 
final payment was taken at the l~vel of the Member (Off-~hore) who 
was not competent to take a decision in this regard and the matter 
was not brought to the notice of the Chairman, ONGC. The pO!li-
tion had, however, been rectified and all the settlement~ arrived at 
were now required to be brought up before the Steer-
ing Committee and the Chairman. The Committee were also infor-
med that the Member (Otf-shore) had resigned from ONGC ill the 
year 1985. 

93. The Committee are constrained to find that the Member (Off-
shore), had tl"8nsgresseJd his authority and did not inform even the 
competent authority of the final reS'Ult of the negotiation'> carried 
out by him with the Contractor. He was aMowed to ",siltn and the 
ONGC was not even aware of the regularities committe .. by him. 
In tke Committee's view this is a sad reflection on the workinlt of 
ONGC and Government. The Committee, therefore. recomm~nd 
thAt the responsibility for accepting tbe resignation of the Member 
(Oft-shore) without taking any action against Ibim for the irrelCU1ari-
ties committed by him. should be fixed and the Committ~ apprised 
of the outcome. ' 

NEW DELHI; 
January 9, 1991. 
Pausa 19. 1912 (Sa,ka) 

BASUDEB ACHARIA 
Cha.irman. 

Committee on Public Underta.kings. 



APPENDIX 

STATEMENT OF CONCLUSIONS/RECOMMENDATIONS OF THE 
COMMITTEE ON PUBLIC UNDERTAKINGS CONTAINED IN 

THE REPORT 

Reference to Paragraph 
Sl. No. No. in the Report Conclusions/Recommendations. 

1 2 3 

24 The Committee note that ONGC awarded a 
turnkey contract to Mis. ETPM for installation 
and commissioning of three well platforms SM, 
SP and SR at Bombay off-shore in December, 
1980. Subsequently, in February. 1981 the work 
of another platform (SF) was also awarded to 
the same contractor at the rates applicable to 
SM platform. The work was completed by the 
contractor on 13 May, 1983. The total payments 
made against these contracts amounted to U.S. 
S 73.253 million plus Japanese Yen 3590.352 
million (Rs. 71.08 crores). The scrutiny by 
Audit of these payments made to the contractor 
revealed that there were avoidable payments 
aggregating Rs. 89.06 lakhs in foreign exchange, 
which were extra contractual. 

2 25 to 27 One of such items of over payment was pay-
ment made for b'uoyancy tanks. Clause 5.12.5 
of the agreement. provided that the contractor 
should at his own expense supply and provide 
all constructional plants. material both for 
temporary and for permanent works. labour. 
transport to and from the site and in and about 
tlte work, and other things of every kind re-
quired for design, engineering. procurement, 
construction. completion, commio:sloning. start-
up and making good of the works, etc. The 

37 
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Committee note that in the basic design of the 
jackets which was 'prepared by the ooll.lUltants, 
Eng;11eers India Limited, there was no provi-
sion for buo~~ancy tanks for launching of jackets. 
The need {(IT buoyancy tank arose only as a 
result of excess weight of the jacket which was 
attributable to the use by the contractor of 
members of higher thickness than that prescrib-
ed in the original design reportedly bec8\1Se of 
the cons~raint of time. Due ro use of higher 
thickness of memhers there was avoidable ex-
penf.iture of US $ 7.13.552 being the cost of 
113.665 tonnes of extra weight. In addition. 
ONGC accepte-:J a claim of the contractor for 
US $ 6,43,268 £'Of the installation of buoyancy 
tanks as per requirement of the certification 
agency (L~d's Register of Shipping) who sug-
.gestp.d that with the revised design, according 
to the international practice, a blioyancy of 17 
percent. would be needed. 

The Commi ttee are distressed to note that 
the claims 'Of the contractor for additional ex-
penditure were admitted by ONGC inspite of 
the fact th:tt the Commission in their telex dated 
28-2-198J harl clarified to the contractor that any 
additionnl tonnr.6f! involved due to use of highe: 
thickness than that specified earlier would he 
nt their risk and cost. The Secretary of the 
Ministry aomitted in evidence before the Com-
mittee that even if higher sized members were 
used by the contrnctorfor any reason whatso-
evt"r, in terms of the contract ONGC need not 
h9ve paid the higher amount as it was not due. 

The Committee are also surprised to find! that 
even though bu'Oyancy tanks were taken back 
by the contractor. the Commission settled. the 
claim of the contrar.tor in thiR regard by reduc-
ing it by 3!> per cent. of tJI!!e total claim (US 
$ 4.18,124) after discussion in a meeting headed 

---_ .. --"'--.,..- .. --.-.----. ---- .. - ...... -- .. -.~.------ .-. _.- .... -



39 
-----_._._-_._--_ .• --_ .. -----

1 2 3 

by Member (Off-shore). There were no re-
cords to show the basis on which reduction of 
only 35 per cent. of the total claim was arrived 
at. From the facts placed before them the 
Committee are of the definite view that the 
additional payment in foreign exchange to the 
contractor for the use of structural members of 
thickness higher than that prescribed in the 
original design and for the use of buoyancy 
tanks was unj ustified. The Committee, there-
fore. recommend that the responsibility in 
the matter should be ftxe1 and action taken 
against the officers concerned should be report-
ed to them within six months of the presenta-
tion of the Report. 

3 41 & 42 The Commit tee find that according to clause 
5.12.5 of the agreement with the contractor, the 
lumpsum cost of the contract covered cost of 
all material and labour used for the design. 
engineering construction required for the satis-
factory completion of the work. According to 
Audit the total turnkey prices for each of the 
well platform quoted by the contractor also in-
cluded a sum of 2.2968 million dollars on 
account of installation aids (Jackets). ONGC 
in February. 1984 however, admitted and paid 
a separate claim amounting to US $ 2,21,~ 
(Rs. 23.96 lakhs) being th{! cost of 77.845 

MT of timber used in the construction of the 
4 platforms. This was stated to be inspite of 
the fact that the consultant for this project, Engi-
neers India Ltd. had in .Tanuary, 1982 clarified 
that the launch truss timber used in each pIa 
form was only to p.rovide skid surface during 
10adout and did not remain permanently with 
the jacket and its cost should be considered as 
having been ineluded by ETPM in their lump-
sum cost.. The timber was used as an installa-
tion aid. As the contract did not contain any 
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provision for making additional payment for the 
launch truss timber, the payment was l1').8.de. 
under the clauses of the agreement relating to 
additional payment for the structural steel, 
when it was used in greater quantity than pro-
vided in the estimates. According to the con-
sultants as well as the evaluation report and 
clarification given in the Tender Committee 
proceeding. the te.rm structural weight was to be 
construed to refer to the steel weight only. 
The ONGC however, interpreted this clause to 
mean the variation in the entire weight of the 
materials used. The Secretary, Department of 
Petroleum and Natural Gas admitted during his 
evidence before the Committee that launch truss 
timber was an aid for transportation and in-
stallation. As a hindsight one could say that 
as this was a launching aid it should not have 
been paid for. He, however, sought to ;ustify 
the payment on the grO'Und that the eontract as 
it stood at that time for this job did not speci-
fically mention that this was an aid for instal-
lation and therefore that ambiguity gave rise to 
this cla:m being entertained by ONGC. As the 
timber remained there with the structure it 
distinguished it from any other transportation 
aid. At that time ONGC thought that this 
should be taken as an appurtenance and payment 
was made on. that basis. In . the subsequent 
contracts the transportation and installation 
items which are listed also inclUded timber for 
launch truss. 

The Committee are not convinced with the 
reasons advanced by the Ministry for the pay-
ment amounting to US $ 2.21,858 (Rs. 23.96 
lakhs) for launch truss timber. From the facts 
placed before them it is evident that this was an 
aid for transpo.rtation and installation and should 
have been treated as such as his been done in 
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:;~.: ~,·~!J:;;;;ij,:~i>l;:· ~U~~~,~~,ept .co~tr~cbi·~,· ~~e Committee see no 
.i·.",;··, ,,' ';.-,"... .' ju;hfi:Ca~r6~' oor th~'ONGC; going out of the way 
:".,r .::;:\,;';l::~~~;"'" .,~:'£oi':,~ptertairii~g fh~ 'H~l~ of the contractor in 
;~llJ .. ~!;)'<:';(Cr'·';'; ,'eO 'ihisr~gard oif'ihe'g1:bund that the contract did 
lmili\ ');-'::'~i;': "',::),,; .~o( ~p'~~~lica11Y ,¥~~·~.bp:~~t this was an aid for 
."'k~ t!,;; 9:,~ . ,fr{o. «.;.};o/fta~,!;t~O?: .:}'lje;~6~it~ee, therefore, recom-
';:":. ~;:";;U",;;i'" ..••. : •. ).~:p.Pt~t .~h.e., re~pot;l-~t~~lty for over-payment 
~ '~J "J\::' I .: ; 1 .:: r '; t;; .~.llC)ulcl9.e . ti'xed,' and ·the. action taken against the 
;~).!;F;~f :31;J ';': •. \:. )16.tcet~i.~9ri~errie~i're~tted to them . 

. , '-~ . ' 
~I _,', }: j J, • I ,i 

.; .il''-

Jr;1:'4 ~.\()'li' .:.:.,:;' 89i.' :'~.Th& Comrnittee!;nQte-that according to Audit 
: •. :,; ...... ():J;'.;. ~~." :}< :iin·.the 'case of:Q~ck$l.Jpe:r"structure payment of 
,"",!~j,j'~~'. '··;(';U8::$,1,"63.204"·wa, l)l~e",tQ the Contractor Mis. 

1BTPM (towaNS the Cost Qf :21. 81 M. T. being the 
. weight of cut pieces of deck legs which did not 

• I; .. ~, • ;. \ I " '~i .'".. , . :'. 10 l~~·.::/·( :.-' 'forln 'p~tt'bl t~1H~811ed weight of the platform. 
I r .... ~ .. " J:f.... '", ... //" Cli\i:i~e':l~:1'.!3 o-f''the:':>agl'leement regulating the ".<1,..... • I··.. , ' 1 .' 

.. .,','!' ~i;'\)' "prcxiedUres fb't"measurern.nt of work done pro. 
~I~;I ;d:d;~;{W .. : ~J;i' !\'id~tfthat':wbrl( Shall,;be. measured net of all 
';,'P.; '1(,' ~";h )w';?l.'ol* a~':wasta'g'ef:&f':materials unless specifically 
;:J.. , ~\I,':!"i'U'J:;] "pte~iibed iti the oot1traot, and since there was 
["':I'}; ',:. )J~lU! 'J~\J.'" ritJthfbg sP~ft<!al1y'pree-cribed to the contrary. 
'J ~l',,,, L;a;.,;·u;';!J theipayment;,was not adrillssible in terms of this 
ii<,.)o" ], I fl'I.;,; ,. ,I clatrse; Whn~teplyi~;to Audit in April. 1986 

L!~'!JI.!jJ',rl;t '}n.l !Ii ;''''tlie Mlhistt-y;~Ot\deded':that this payment had 
"H'~ : ': t.-j!' l'(."" ."; I . ; '. c • , ) 

.• "I .• \, .-'., • beeri'rilade;;':Hbwe~r; .during the evidence 
'},;,i 'Hi' '·"\i1i·:~b~re·tli~,(::~orrtrriitteethe representatives of 

v:,'. ,;J.~ot. n')'~.(i ;-.!:~ bO~'hJONGe::and Min'i'~tI<y ,denied that any pay-
!'~I 1.':"'''','' '1" ,'\.:' ; '!Jl'eirlt'forL21J.;'8lM.T:.betng the weight of cut 
':l!;,;',l,;f, ;j~:. 1(;'.; " pt~ce~""Ofideckj;legs"h8:&;'been made. They ad-
'<hi l .;!) 1'1: "'i ;:"'tnftted :t1'iat'While' Audit 'was examining them 
: •. ,(.:1':'.'",,: "~I LS~fflewbere. 'there vtasiBrierror on the part of 

. II,i'l ,,'I :": .')'\; "i;;';ONGCin8tatlfllg that \)aYments had been made 
"<i;',! O;;~.I!'\'\.:· ]rt:;thiS:¥t:!~"",l; artC" felf80ltry for having made , .. '" '1 to. '....' 5Q..l'\,l 

;:.r'·!:'~'""J· ,n·:.;, i):; !Suet\' a' statement. .'}{owever, on further exami-
;;;", hI"'. "I: .,,:, :':n-atton-)'6f' the- l'Vl8tter';~!'Audit, at the instance 

of:;t11~Commfttee. itcam8()ut that payment for 
_ . additional 21. 81 M. T. of steel over the 'installed 

."" 'J; '''::' .;!:n·r;:;;'~el~t'il~/t~at4!d"\bt! that ytime by the Con-
r»),.:~ ,OJ: iI'.L"l ~~'i ~1,1"'stithbtit !was'iii'fad Maclel'after negotiations with 

. . . ---_._---_._--_ .... _-- -_ .. _._-. __ .. _._-_. __ . -.. --.. --: ..... --
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the Contractor, although it could not be linked 
to any specific component. The Committee are 
extremely unhappy over the manner in which 
the whole case was dealt with. There was not 
only failure on the part of the Commission and 
the Ministry to present co.rrect facts to Audit 
while replying to Audit paragraph, the full facts 
were not placed even before the Committee ini-
tially and the Commission during the rroceed-
ings of the Committee earlier gave the impres-
sion that no such payment for excess weight 
was made to the Contractor. They hope tilat 
in future greater care would be exercised while 
replying to Audit Comments and in presenting 
the facts to the Committee. 

90 AJS regards the reasons for making payment 
for additional weight over and above the esti-
mated. installed weight, the Committee were 
informed that according to the Conk.actor the 
interpretation of the agreement was that the 
payment was to be made on the basis of 'as 
fabricated' weight. On the other hand, the stand 
taken by ONGC was that the weights were to 
be on 'as installed' basis. As a result of nego-
tiations the contractor agreed to the calculation 
for all items on 'as installed' basis except in the 
case of deck super-structure. Since the fabri-
cation of super-s.truJture ~d been done by 
another sub-contractor, the contractor wanted the 
ONGC to make payment on 'as fabricated' weight 
and not 'as installed' weight basis and the man-
agement aooordingly agreed to payment for 
additional weight. The Committee see no justi-
fication for the Commission agreeing to pay-
ment for super-structure on 'as fabricated' basis 
whereas fQf all other items the payment was 
made on 'as installed' basis. 

. 91 During evidence, the Chairman, ONGC as 
well as Secretary, Department of Petroleum and 

--- -- ._---------------- ------
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Natural Gas stated that there was an ambiguity 
in the agreement and it was worded in such a 
way that it could be interpreted in either man-
ner. The defect was, however, rectified by 
ONGC in subsequen.t contracts. The Committee 

regret to note that instead of safeguarding the 
interests of the Commission, the ambiguity in 
the agreement was made use of to give unclue 
benefit to the Contractor. 

The Committee were wonned that initial-
ly 'as installed' structural weight as per assess-
Dlent made by the ElL in 1982 Wa!5 903.64 M.T .. 
This assessment was made by the consultants on 
the baiis of drawings of only one platform i. e: 
S. P. which was accepted by the negotiating 
team. Later on, in 1988 when a further refer-
ence was made to E. I. L. in thi. regard they, 
on the baSis of 'as built' drawings of all platforms 
made available to them, recalculated the weight 
on 'as installed' basis as 934.29 M. T. whereas 
the payment to the contractor had been made 
for 925.45 M. T. only. As such according to the 
Secretary of the Ministry there was no overpay-
ment to the Contractor. The Committee are 
surprised that the payment to the contractor 
was not based on correct assessment of the 
weight of the super-structure. It is a matter 
of only fortuitous circumstance that the weight 
for which the payment was made has turned out 
to be lower than the actual weight. The fact, 
however, remains that as a result of negotiations 
payment for additional weight was made to the 
contractor as compared to the installed weight 
estimated at that time. The Committee were 
infonned that the decision to make the final pay-
ment was taken at the level of the Member (Off-
shore) who was not competent to take a decision 
in this regard and the matter was not 
brought to the notice or the Chairman, ONGC. 
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_ The positio~ had, boweve~. been rectified and 
aU. tbesettlementsarrived at were now required 
to be brought up befor!:' the Steering Committee 
and the Chairman. The Committee were also 
informed that ti:le ¥~m.ber (Oft-shore) had ~e­

.signed from ONGC in the year 1985. 

The Committee are constrained to find that 
the Member (Off-shore), had transgressed his 
authority and did not inform even the competent 
autllority of theflnal results of the negotiations 
carried OUt by him with the Contractor. He 
was allowed to resign and the ONGC was not 
evep aware of the irregularities committed by 
him. In the Committee's view this is a sad re-
flection on the wotking of ONGC and Govern-
ment. The Committee. therefore. recommend 
that the responsibility for accepting the resigna-
tion of the Member (Off-shore) without taking 
any action against him for the irregularities 
cominitted by him. should be fixed and the Com-
mittee al?prised of the outcome. 
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