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· INTRODUCTION 

I, the Chairman of the Publie Accounts Committee as authorised 
by the Committee, do present on their behalf this t ~  

Report on action taken by the Government on the recommendations 
of the PUoblic Accounts Committee contained in their Hundred and 
Thirty-First Report (Sixth Lok Sabha) on Paragrapbs 36 and 22 of 
the Report ot the Comptroller and Auditor General  of India for 
the year 1976-77, Union Government (Defence Services). The 131st 
Report dealt with a case of incorporation of incorrect data of soU 
condition!! in a contract. The details of the quantities of hard soil and 
ordinary rock were included on the basis of a mere visual examina-
tion of the soil without undertaking soil investigation or obtaining 
expert opinion, on the nature of the soil, which resulted in the 
escalation in cost and delay in the completion of the work. In this 
Action Taken Report, the Committee have noted that instructions 
have since been issued to the executives to consult experts in the 
field in cases where, due to the peculiar nature of the material to 
be excavated, doubts arose as to its correct classification. 

2. On 20 August, 1980, the following 'Action Taken Sub-Com-
mittee' was appointed to scrutinise the replies received from Gov-
ernment in pursuance of the recommendations made by the P.A.C. 
in their earlier reports:-

1. Shri Chandrajit Yadav-Chairman. 

Members 

2. Shri K. P. Unnikrishnan 

3. Shri K. P. Singh Deo 

4. Sbri V. N. Gadgil 

5. Shri Satish Agarwal 

6. Shri N. K. P. Salve 

3. The Action Taken Sub-Committee of the Public Accounts Com-
mittee (1980-81) considered and adopted Ule Report at their sitting 
held on 2 March, 1981. The Report was finally adopted by the 
Public Accounts Committee (1980-81) on 11 March, 1981. 

(v) 



4. For reference facility and convenience, the recommendations 
and observations of the Committee have been printed in thick type 
in the bo.dy of the Report and have also been reproduced in a' con-
solida.ted form in Appendix. n to the Report. 

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

NEW DELHI; 
11 March, 1981. 
Phalguna 20, 1902 (So.ka) 

CHANDRAJIT YADAV, 

ChGi1'm4ft, 
Public Accounts Committee. 



CHAPTER I 

REPORT 

1.1. This Report deals with the action taken by Government on 
the Committee's recommendations or observations contained in their 
131st Report (Sixth Lok Sabha) on paragraphs 36 and 22 of the 
Report of the Comptroller and Auditor General ot India for the year 
1 ~ , Union Government (Defence Services). 

1.2. The 131st Report was pre03ented to the Lok Sabha on 24 
April, 1979 and contained 10 recommendations or observations. 
Replies to all the recommendations have been received from Gov-
ernment and these have been broadly categorised as follows: 

(i) Recommendations or observations that have been accept-
ed by Government: 

81. ~. 1 (i} I 1 (ii" 1 (iii), i (1v), 1 (v), 1 (vi), 1 (vii), 1 (viii)', 
~, 3, 6, 7, 8 and 10. 

(it) Recommendations or observations which the Committee 
do not desire tCi pursue in the light of the replies receiv-
ed from Government: 

81. No. 1 (ix). 

(iii) Recommendations or observations replies to which have 
not been accepted by the Committee and which require 
reiteration: 

81. Nos. 4 and 5. 

(iv) Recommendations or observations in respect of whiCh 
Government have furnished interim replies: 
81. No.9. 

1.3. The Committee require that final reply to the reeommeacla-
tion in respect of which interim. reply has so far been furnished, 
should be submitted expeditiously. 

1.4. The Committee will now deal with the action taken by Gov-
ernment on some of the recommendatiOns. 

Incorporation Of inc07'7'ect data Of soil conditions in the tenders 
(Sl. Nos. 4 and 5-Paragrapbs 2.36 and 2.37) 

1.5. Dealing with the question of incorporation of incorrect data 
of soil conditions in the tender documents for a contract for the 
construction of access roads to a Naval depot at a station, resulting 
!in extra expenditure and delay in the completion of the work, the 



2 

Committee had in paragraphs 2.36 and 2.37 of their 131st RePort 
(Sixth Lok Sabha) recommended as follows: 

, . 

" .. 
I 

.-
f 

uThe Committee believetlYatthe escalation in cost and at>. 
normal delay in the completion of the work were to a. 
large extent due to the incorporation of incorrect data of 
BOil canditioDl in the teader. This belief of the Committee 
it borne out .by the fact that the quantity of aea .. ation 
over areas in ordinary rock inctieated as 550 cu. m. in th.e 
C()I1tract was U:IITe'Illistic as according to the Audit Para-
graph the quantity of suehncavation done was 35,082 
cu. m. The Committee are surprised that the details of 
the quantities of hard soU and ordinary rook were in-
cluded in the tender document on t ~ basis of a mere 
visual examination of the soil and the types of implements 
used for excavation without undertaking soil investiga-
tions or, alternatively, obtaining expert opinion on the 
nature of the soil. Such prior soil investtgatiorls etc. were 
not deemed Reeessary by the authorities when:' even before 
finalisation of the tenders the Garrison Engineer had 
suggested in March 1969 that cutting of hill-side should 
be indicated as both 'hard soU' and 'laterite' (ordinary 
rock), without any break-Up, which was, however, not 
agreed to:' 

"Subsequently, in October 1969 the Garrison Engineer approach-
ed the Commander Works Engineer seekine approval for 
a deviation order to the contract on the plea that cutting 
hill-side in laterite was i~ 1n all the 5 quarries from 
where earth reqUired for tae work was to be obtained by 
excavatioo. ThhI proposal Of the Garrison Engineer involv-
ing an additional expenditure of Rs. 1.14 lakhs was made 
at a time when the contractor after excavating the hard 
soil in 2 quarries .had sought permiSSion to start work in 
ordinary rock. This proposal contained deviation from 
the contract for 33225 Cu. m. of rough excaV'ation in soft 
. (ordinary) rock by reducing an equal <lllanti'ty from 
'rough excavation in ~. toil'. This prowsal of the 
Garrison Engineer, which appears to have been quite 
eorrectly malle, was summarily rejected. The Committae 
feel that at least at this stage when the Garrison Engineer 
had so explicitly indicated his doubts about the conrect-
ness of the soil strata shown in the contract, the authorities 
should have got examined t~  soil strata by a geolOgist or 
, obtaliled . a test report on tne nature' of the soil strata from 
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College of Military Engineering etc. The Committee 
strongly ~  this cavalier approach of the Depart. 
ment as they feel that had the decision on the proposal of 
the Garrison Engineer been taken after obtaining expert 
opinion on the nature of soil strata, the Department would 
have not only saved quite a substantial part of extra ex· 
penditure that had to be incurred but also reduced to a 
large extent the delay in the completion of the work." 

1.6. In their Action Taken Note dated 28 March, 1980 the Ministry 
of Defence have stated as follows:-

3· 

... 

s· 

6. '. 

"It is true that the work was delayed for 16 months which is 
not considered abnormal in view of the position explained 
in the context of para 2.35. 

The Committeefuls ,brought out that the quantity of 550 CM of 
excavation over areas in ordinary rock was unrealistic as 
the total of such excavaHon done came to 35,002 eM. A 
careful examination of the relevant ~ t  would show 
that this does not reflect· the true picture. What has 
mainly changed is the arbitrator's interpretation of classi-
fieation of "Hard soil" as "ordinary rock". The verbatim 
description of works given in the tender and the contract 
is re";produeed" below:-

----,_ .. __ .. -._ .. _ ... -... ' .... -.... -,. __ ._-------------_._--... ----
healS Rate QjJantity (Cubic 

Rs. P. metre) 
!' 

!I 3 

R.lJugh cx:clLv.uioll (cullmg hill side) in 
hard soil not elCceeding 5' derp and gett-

5·78 
Cubic Metre !Z3300 

ing Out and rcmovinlt, exceeding 440 yd. 
_ .... not ~ i  8 yds. from starti'1l( 
KliDt and dt!posting wlvore direeted &Ild 
arming Il t~ il1c1uding raWng 
(01' IOweriag) spreadiTlg ill layers not 
ezceedin; I II" lhick, wateri,. ra-
mming/rolling each layer and finishing 
to rt'.q.uired lizI'!, ~ .  etc. rift not ex-
ceeding $' high rrom base. 

6.11 
An as in item 9 above but reml')Ving ftlC.- Gubic ~1 ~ 2500 44.3°0 
ccl'ding 830 yd •. and not I'xc.eeding 1320 
ydl. 

6.79 
All as In item 3 above but rem')ving CubiC Metre 1a600 
exceeding 1760 ~. and not f: ~.  

!liZOO yds. 
7.13 

All as in item:J above but ~ i l : (: Cubic Metre ~ 
ifttf iUO() ylis aftd not elfeeedmg ~  'fda. 



~

10. Excavlltion over areas in ordinary rock 
not eaceeding 5' MCP and getting out 
ud removing to a distance extteding 
"0 yd •• and not exceeding 109 yds. and 
~ lti  . where dire:ted and forming 
embankmel1h (including berms on both 
sides) including rllising (or lowering), 
spreading in l ~  not exceeding I Q"' 
thick, watering, ramming/rolling each 
layer and finishing to required size, shape 
etc. lift not exceeding 5' high from bue. 

II. All asin item 10 ~ .. e. but ~ i  ~ · 

ceeding 100 yds and not eICccr-ding 440 
ydo. 

It 

8.41 
Cubkl Metre 

9.8s 
Cubic Metre 

!J 

1 ISO 

1 
\ 
I 

550 

J 

3. It will be seen that the soil to be removed from the quarries 
was grouped under Items 3 to 6. IteJllS 10 and 11 .did not 
visualise the rock to be excavated from the quarries but 
were meant fOr any rock which was t ~ along 
with alignment of the embankment. It is for this reason 
that the minimum haulage distance under Items 3 to 6 is 
440 yds. whereas in Items 10 and 11 the maximum distance 
was 440 yds. It jill also pointed out that the centre of the 
nearest quarry from the nearest edge of the embankment 
was about 440 yds. It i's thus submitted that the quantity of 
soil to be excavated from the quarries was given in the 
contract corretly. Disagreement with the Arbitrator's inter-
pretation is only on the classification. Para 1 (b) (vii) on 
page 10 Of the Standard Schedule of Rates (1962) defines 
"hard soil" as that which can be excavated with "close 
application of picks" the soil was' classified as "hard soil". 

4. It is also submitted that for such earth work contracts, no 
soU investigation or expert opinion on the classification of 
soil is normally sol'ght. However, as per directions of 
PAC, instructions have been issued to all executives to 
obtain expert opinion in cases where disputes have arisen 
Or are likely to arise before taking a final view in the 
matter. A copy of relevant instructions is enclosed (Appen-
dix I). 

It is submitted that the contract was concluded by the Zonal 
Chief Engineer and any deviation was to be approved by 
him. The Garrison Engineer did submit a proposal involv-
ing an additional expenditure Of 8s. 1.14 lakhs but tMt 
higher authorities decided .that the soil (though laterite) 
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could be excavated with close application of picks and was 
therefore classified as "hard soil" only. As there was no 
doubt in the minds of the Commander Works Engineers 
and the Zonal Chief Engineer, it was not considered neces-
sary to obtain expert opinion on the proposal of the Garri-
son Engineer to classify the soil to be excavated a'3 "ordi-
nary rock." 

1.7. The Committee have DO doubt that the problems in this c:vIl-
traet, iIlvolviDc extra expenditure of Rs. 10.20 lakhs and delay of 
11 mODt'" even Oftlr the extended date of completion, have arioJeD 
mainly due to incorrect classification of the soil strata required to 
be excavated. The Committee have noted that iostructions have 
since been issued on 22 October, 1979, to the executives to consult 
experts in th:e field in eases where. due to the peculiar Dature of 
the material to be excavated, doubts arise as to its correct clusi-
flcatioa. 



CIIAnlB B.· ... · .. 

DCOM:MENDATlONS OR OBSERVA.'l'lONS Ta.\T UVE BEEN 
ACCE'PrEft BY GOVERNMENT 

Recommendation 

The Committee note that during July-October, 1 ~, the Miui.try 
Gf Defence had con,eluded 3 co.ntracts with two fo,r-eip. suppliers; 'It' 
and 'a' for the supply, inter alia, of a total of 250 special Pl8'POle 
earriers at a total cost of Rs. 1028.25 1.akhs. ~li i  of the vehicles 
~ reeeived between October 1971 and January 1972. A defect 
'fIuftotited in these vehiCles which seriously affected ~i  opeI'a-

tron . iii certain regions during a certain season. To make them 
tully operational, repairs had to be carried out departmentaijy in-
volving an estimated expenditure of Rs.6 lakhs on material alone 
whi -:h the suppliers have so far refused to reimburse, although the 
defect was in the nature of 'manufactuxing defect' for 
which the suppliers were responsible if it was pointed out 
to them during the warranty period. The Committee appreciate 
the submission of the Defence Secretary before them that the sup-
plies were obtained "in the context of a very extraordinary national 
emergency ............ in the hope that a satisfactory solution would 
be found for the problem of over-heating" ~ . that "there was no 
hope of getting Armoured Personnel Carriers from any other 
source." This factor substantially mitigates the gravity of the lapses 
in these transactions brought to the notice of the Committee by 
Audit. Nevertheless, the fact remains that had the emergem:y 
continued into the ensuing summer, the field formations would have 
had to grapple with grave problems on account of these defective 
vehicles. They therefore wish to identify and record the lapses with 
a desire that the Ministry of Defence should hereafter be more 
cautious in entering into import transactions for defence stores even 
during an emergent situation and endeavour to avoid these lapses. 
The shortcomings and lapses in the transactions pointed out in the 
Audit Paragraph and confirmed during evidence written as well 

as oral. are as under:-

(i) The contract provided that the "stores were to be inspect-
ed and accepted after receipt in India." There was no 

t. provision for presbtpment inspection. In the ease of 
l: .. :.1 lItores to be imported, it is advisable to have preshipment 

G 
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inspection to vOlJ,ch wr the quality of the stores being 
as contracted for. . 

[Ministry fIf. Defence, D.O. No. 6 (1) /77 /D(Proe.). 
(6th Lok Sabha)] 

Action Taken 

A. clause for preshipment inspection of similar stores is being 
jndu.ded in the contracts con-cluded now with a view to vouch for 
the quality ot the stores. 

[Ministry of Defence, D.O. No. 6(1)J77/0(Pro.c')jf 
d_ted 1 1~1  

In the case of supplies from 'B', the 12 months guarantee period 
was to be reckoned from the day of Itrrival ot these carriers at an 
I-ndlan port. It would have been more fwourable to the country if 
this period was reckoned from the date of delivery as was the 
case in respect of supplies from source 'A'. 

[Serial No.1, Para 1.61 (ii) of Appendix to LUst Report of PAC 
(6th Lok Sabha) l 

Adion Take. 

,The nee4 for inclusion of terms of guarantee advantageous to 
our interest is biting kept in mind while concluding the contrad. 

[Ministry of Defence D.O. No. 6(1)177/D(Proc), dt. 17-12-19'7J] 

Recommendation 

The conditions for acceptance inspection inter alia stipulated that 
the ,normal operating temperature of oil in the engine would be 10°C 
and that for "short spells" the maximum permilllible oil temperature 
could be lOO°C. The ma,,:imum permissible temperature in the gear 
box was not to ~~ llOaC but tor "short spells" tempel'ature uptio 
12()°C was permissible. As the maximulll permissible oil tempe!'a-
ture in tne engine and ~  box directly atfeets the operatioDal 
efficiency of the vehicles, the use of the words "for short spells" 
which gave a vague description, should have been avoided and it 
should have been insisted upon the suppliers tliat the specifications 
were clearly worded. 

[lerial No.1,' Para 1.61 (iii) of Appendix to 1315t RepOi-t of 
PAC' (6th Lok Sat;ha)] 



Adion Taken 

~  vague expression would be .,t defined in future contracts. 

[Ministry of Defence D.O. No. 6(1)/77/D(Pl'oc.). 
dated 17-12-1979] 

Recommendation 

It is stated in evidence that "the problem of over-heating was 
alJIeady known at ~  time of contracting the supplies". That the 
engine had a tendency to overheat is stated to have been "discover-
ed" also during ilie March-April 1971 trials of a sample received 
from supplie.r 'A' at which the supplier's representativetl were pre-
sent. Yet the Ministry Of Defence failed to formally approach the 
supplier to rectify the defect before transhipment which began 6 
months later. 

[Serial No.1, Para 1.61 (iv) of Appendix to 1 1~t Report of 
P.A.C. (6th Lok Sabha)] 

Aetion Taken 

The problem of overheating was already known at the time of 
contracting the supplies and despite the knowledge about the pro-
blem, the contract was signed for olferational reasons. As the re-
presentative of the suppliers was present during the trial of samples 
received from them, it was considered possible "that the representa-
tive know of the problem. However, the observation of the Com-
mittee has been noted for future guidance. 

[Ministry of Defen::e D.O. "letter No. 6(1) 177/D (Proc.) , 
'l dated 17-L'l-1979] 

Recommendation 

Ev.en when the trial of the sample of Supplier 'A' had disclosed 
the defect, no samples were asked for from supplier lB' for trial. 
The reason given during evidence was that "their demonstration 
'had been witnessed by our team in that country and their perform-
ance found satisfactory". As it "happened, the supplies from the 

~ supplier also turned out to be similarly defective. 

[Serial No. I, Para 1.61(v) of Appendix to 131st Report of 
P.A.C. (6th Lok Sabha)] 

Action Taken 

As the demonstration bad been witnessed by our team in that 
oCiOWltry, and performance was satisfactory, no samples were asked 
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for from the suppliers for trial. The supplies were covered under 
Warranty Pfovisions of the contract. However, the observation of 
the Committee has been noted. 

[Ministry of Defence D.O. No. 6(1)/77/D(Proc.). 
dated 17-12-1979} 

Recommendation 

In a Memorandum of Understanding signed between supplier 'A· 
and the Ministry on 25-7-72, the supplier assured the purchaser that 
the working temperature would not go beyond 120 degree C under 
Indian conditions and that the engine would be quite safe even 
when the oil temperature reached 120 degree C. The vehicles were 
however equipped with instruments which could not re:ord tem-
peratures beyond 120 degree C. The assurance was therefore ab 
initio meaningless. 

[Serial No. (Pa'ra 1.61 (vi) of Appendix to 1315t Report of P.A.C. 
(6th Lok Sabha) 1 

Action Taken 

The observation of the CO,mmittee has been noted for future 
guidance. . .., 
[Ministry of Def. D.O. No. 6'(1) 177/D(Proc.), dated 17-12-1979} 

Recommendation 

In terms of the servicejguarantee contract of March 197,2 with 
supplier 'A' Government of India was required to pay for all ex-
penses connected with the transportation of the service team in 
India and expenditure in connection with the use of working equip-
~ t. The team was to provide qualified technical assistance and 
inter alia "attend to problems relating to operation, servicing re-
pairs and to make frequent inspection of individual vehicles to 
forestall more serious problems". The team was, however, unable 
to render any speci'ft't: service relating to the problem of overheat-
ing. Thus, the Ministry allowed another opportunity to slip by to 
have the patent defect removed under the contract. 

[Serial No.1, Para 1.61 (vii) of Appendix to 1315t Report of 
P.A.C. (6th Lok Sabha)] 
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Aetioq T_D 

The Semee Team was required to attend to problem relating to 
operation, servicing, repairs and inspeCtion of the vehicles to maa 
them fit for use. The pnlblem of overheating of Engine was basi-
cally due to design inadequacy, beyond the scope of the Service 
Team. 

(Ministry of Defence D.O. No. 6(I)j17ID(Proc.) Dated 17-12-19791 

BeeommepdetiOll 

I.t was stated that lithe decision making process was compressed" 
on "operational compulsions" and also in view of the fact that at 
the particular time of the order, they (vehicles) were needed and 
actually came to be needed "was the time when this problem ·of 
overheating was not likely to be in 'crur way". These arguments 
are rather weak in view of the fact that cost of procurement was 
no less than Rs. 10.28 crores and the vehicles were not only  for 
one.-time use but bad to be borne with for a 10Dg time.' Fortu-
lJatel" the emergency ended in a shortwhile. Had it continued into 
the ensuing summer, it would have created problems for the field 
formations. 

[Serial No.1, Para 1.61(vii) of Appendix to 13lst Report of 
P.A.C. (6th Lok Sabha)] 

Action Taken 

The decision making proces. was compressed on "Operational 
CompUlsion" and on account of the fact that the vehieles came at 
the time when this problem of overheating was not likely to be in 
our way. However, the ~ ti  of the Committee has been 
noted. 

[Mini$try of Defence D.O. No.6 (1) /77/D (Proc.), Dated 17-12-1979] 

Rec"JllDleJadation 

The Committee hope that the work relating to the carrying out 
of modifications in the 240 carriers, which was expected to be com-
pleted by the end of December 19'78, has been completed. The 
Committee would like to be informed whether these carriers are 
now entirely fit for effect deployment in all seasons and terrains. 
The Committee would also like to be informed of the corrective 
measures adopted by' the Government for avoiding lapses enullle-
rated in the precedibg para. ' 

[Serial No. 2 (Para 1.412)0'f Appendix to 191st Report . of PAC 
(6th !.Ok Sabh.)] 
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Action Taken 

,I~i  l :fi~ .t~~t t~~ ~~ i ~l ti  to carrytng out Qf modift-
·cations in' the 240 carriers has been completed. It is further con-
~  t~t the ~t ' ~  eUnUnated by modifications and 
the A.PCs' are fit fo,," etJee1;ive deployment in all seasons and ter-
rains .. The Committee's OBservations have been noted· fOr future 
guidance. • ••. .,. 

[Ministry of Defence D.O. No. 6(1)177ID(Proc.) Dated 17-12--1979] 

8eeommendation 
, . 

,The Committee n9te that in May 1969, a contract for as. 5.49 
lakhs ~ l  with a' contractor for the construction of access 
roads to a Naval depot at a station, on the basis of tenders invited 
in January, 1 ~ by'8 Zonal Chief EngUleer.' Earth work inter alili 
-comprising 44,300 cU.m. of rough excavation in hard soU at the rate 
of Rs. 5.78-7.13 percti. m., 2.420 cu. m. of excavation over areas in 
hard soil at the rate of Rs. 4.19-5.94 per Cu.m. and 550 cu.m., of 
excavation over areas in ordinary rock at the rate of Rs. 8.41-9.83 
per cu. in. was pro.visiollally included in the contract. According to 
the contract, no deviation changing the original nature and scope of 
the contract could be ordered beyond 50 per cent of the val\1e 
assessed of individual trade items specified in the contract. The 
entire work was to be cOmpleted in 9 months: However, there was 
not only considerable delay in the completion of the work, which 
was commenced in June, 1969 and cOmpleted only in March, 1972, 
i.e. in 34 months against the original estimate of 9 months but also 
steep eScalation in· the costs which rose t~ its. i5.69 iakhs, i.e., 286 
per cent of contracted cQst of Rs. 5.49 lakhs. Some of the salient 
featUres of' the ~ t t ~ dealt with in the succeeding paragraphs. 

r -,". 

[Serial No.3, Para 2.35 of Appendix to 131st Report of the 
.  . P.A.C. (6th Lok Sabha)] 

Action Taken 

The completion period as per the original tender was 9 months 
'and this had subsequently been changed to 18 months. A copy of 
the amendment to the tenders was' issued vide Chief Engineer South 
Zone'Madras letter No. 86518/66!E8 dated ~ (Armexui-e I). 

, .  1 ."; . ~ I' ., 

Extension of 16 months beyond the I!!xecution time of 18 months was 
granted to the contractor in terms of the contract due to several 
reasons, the following being the more important ones:-

(a) Delay in handing over part of the site which was to be 
}iauded over after atquiSitlon; 

:3862 LS-2 
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(b) Unusually heavy rains during monsoon; 

(c) delay in' giving decision regarding classification of soil. 

Suitable instructions have been issued to the lower fonnations to" 
avert delaya referred to at (a) and (c) above vide E-in-C's Branch' 
No. 334161E8 dated 3-9-79 (AnneXU!'e II). 

2. The work commenced on 23-6-69 and was scheduled to w' 
completed on 22-12-7.0 (18 months). The decision of the depart-
ment to the dispute raised by the Contractor in Sep-Oct. '69 regard-
ing classification of soll was given in March '70 i.e. well before the 
completion period. In any case enhancement of cost due to this. 
can't be worked out. The completion cost of Rs. 15.69 lakhs i.e. 
286 per cent of the contract value of Rs. 5.49 lakhs was mainly due' 
to the large award given by the arbitrator in favour of the con-
tractor. Lt was due to this reason that the award was contested in 
the lower court and the High Court and was also intended to be· 
filed as a special leave to appeal in the Supreme Court.' However. 
the Addl. Solicitor General of India opined that this was not a fit 
case 'for special leave to appeal. Every possible eftort was made 
to restrictlavoid this excessive payment but our efforts did not suc-
ceed. 

[Ministry of Defence D.O. No. 68(2)/791D(N-IV) dated 128-3-1980J 

ANNEXURE I 

CA NO CEISZICOCHIN!45 OF 1968-69 SERIAL PAGE NO. 93'. 

No. 86518\66\ES 

TO 

All contractors 

CHIEF 'ENGINEER'S OFFICE 

Southern Zone 

Fort St. George MADRAS-9 

23 APR. ' ~ 

CONSTRUCTION OF ACCESS ROADS TO NAD ALWAYE,. 
COCmN 

Dear Sir(s), 

Reference tender documents for the above work sent under this 
office letter No. 86S18/46/E8 dated 26 Feb., 69 and letter No. 865181' 
8O/ES dated 21 MAR, '69. 



SI. No. 

I. 

2. 

3· 
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2. • • • • • 
3. • • • • • 
4- • • • • • 
5. The following amendments are made to the tender docu-

ments:-

Sl. Page No. or Tender documents Location Particular. 

II 

X 

X 

5 

---------
3 

X 

x 

Note I 

A:\fNEXUREll 

REGISTERED 

4 

x 

x 

For "9(NlNE) 
months" 

Read uI8(EIGH· 
TEEN)months" 

Surveyor of Works Directorate (EO) 
EngiJleer.i n-Chief's Branch 
Army Headquarters 
Kashmir Honse 

334016/E8 
DHQ PO NEW DEUlI-llooll 

03 SeP'-79 I 
E-in-C's Lists lA' & 'B' 

ADMINISTRATION OF CONTRACTS 
A case has come to the notice of this HQ wherein arbitrator has 

awarded substantial amount in favour of contractor on account of 
damages sustained by him due to delayed completion of work due 
to the following reasons:-

(a) Delay in handing over of part of site. 
(b) Delay in giving decision regarding classification of soil. 

2. If action was taken to obtain correct information for pre-
paration of tender documents as laid down in this HQ letter No. 
33416/ES dated 23 Oct. '66 and Appendix 'AI to Contract Mannual' such 
situation would not have arisen. 

3. It is once again stressed that all information affecting execu-
tion of work such as availability of land, nature of soil, availability 
of materials ere. should be ascertained before issUe of tender/con .. 
elusion of contracts to avoid delays on these accounts and conse-
quent claims by contractors. 
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4. . ... ' .. additional copies of this letter are forwarded to each of 
the List 'B' formations, to eDable them distribute the same doWn to 
CsWE, GEs and AGEs (mdep). 

Recommendation 

'nle Committee further note that in 5eptemberlOetober 1969 the 
contractor on excavating the hard sOU in 2 quarries had sought per-
mission to start work in ordinary r6ek. AB the' decisiorion this point 
was not conveyed to the contractor till February 19'70 he again re-
minded the authorities for a quick decision for the sake of com-
pleting the work before monsoon, falling which the work was likely 
to be delayed for another year resulting in loss to him. The Com-
mittee deplore the delay of more than 6 months in conveying to the 
contractor the decision in the matter after inspection of the site in 
March 19'7.0 by the Zonal Chief Engineer and'the Commander Works 
Engineer alongwith the contractor that "the strata were only 'hard 
soil'and that· the question of deviation order did not ariae." The 
Committee do not agree with the contention of the Department that 
this delay was unavoidable as joint inspection was required by the 
Zonal Chief Engineer who was located. in Madras as they feel that 
such a joint inspection l~ be easily arranged early particularly 
in view of the fact that the entire work was to be completed within 
9 months. ~i  delay was in ~ t, one of the reasons for the lower 
court to dismiss the case of the Department against the arbitrator's 
award on the plea that 'the contractor had to work' in the rainy 
season and floocI, , ~  totbe delay pythe higher authorities in 
approving the recommendations made by the Gamson Engineer'. 

[serial No, 6.. (para 2.3'B) , of Appendix to 131st ~ t of the 
P.A.C. (Sixth Lok Sabha)] 

AdiOn Taken 

~ 2.38: I~ is true that the contractor had sought permission in 
Sep-Oct., 69 for startillg wO'l'k in ordinary rock. It is subtiiitted that 
any i ~t~ ,petween ,the ~ ~ t  anc;l ~ f:, ~ t is to be 
exainined in: terms of the' contract ~ i  to which the c,ontractor 
after ~ i  a coml>laint is not expected to stop the work physi':' 
cally but cbntinues to deliver the 'ROOds and the payments are sub-
sequently l' ~ll t  in: accordance with the provisions of the 
ftt ~ t ~ In tats connection an extract from Condition 7 of IAFW-
2249tl attached (Ann.exuite). 
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/ ~~ It~, ~,~~ t,t t ~~ ~· t ~ ~~~~~~ ~f~~~'~,~  
~'i,~~  loil, Was CODV,ytd i~~ ~~, ~t ~ ti  by ~ , ~ 
Engineer in Mar., 70. The delay ,is ~tt . ,," 

[Ministry of Defence D.O. No. ( l' 1l ( ~l l 

dated. 28-U&]: 
>  ' 

ANNEXURE 

Extract from Condition 7 of IAFW-2249 . 
. ,J ,_. .  . • 

7. i~ti ll~ ( ~~l  ~ ~~ ' to : '~ ,;i~t and Lump 
, ~  it ~ t  and generaUy to ~ t t  . 

• • 
• • 

• 
• 

• 
• • 

"The 'Value ()f all addi:tions and deductions will be priced as per 
condition 62 hereof an added to, or deducted: from the Contract Sum. 
Whenever the Ac('epting ~  iptep4s to exercise  such right, his 
intention shall be communicated to'ihe Contractor by the G.E. whose 
order in writing shall specify the deviations which are to be made. 
the lump sum ~ t of the proposed bJlsis, of payment, the 
change, if any, in :the date foJ' completion 0If the relevant phase 
and-or the entire Contract. My t1 ~  the Contractor to any 
matter concerning the ~ ti l ., ~ , ll  notified. by Oim in 
writing to the G.E.' within seven days from the, ~ of ~ i t pf 
such order; but uJ)dft no circ .. t , ~  shall th,p1;'ogreSs of the 
works be stopped (unless so ~  by the G.&) o:wmg to i~l' . ,  

or controversy that, may ~  frolDsuch ~i . In defaUlt of 
sum notiftcations the :ConUacwr ~  be deemed, to have accepted 
the order and the condttion.,stated therein without in any way 
affecting the right of the' ,~  ~  rectify, any mistake in thebui,s 
of payment only to the ~~ lt .t differs fromco;ndition 62. In the 
event of the ContractorfallU1g to agr(te with the a.E., regarding 
the propO$td altltJ',tion of t~. t~ objection shall f ~t  
the Accepting Oftlcer, or, in the ~ of contracts L ~ , by the 
G.E. to the C.W.E. whose decision shall be final and ~ l .  

ReeomlDelldatiOn 

The Commntee Dote that f;Jle . ~ t  again ~ , in 
March-July 19·70 inter ~i~ .requesting the Zonal t,Wef ~  
to consider his,df;tciaion @OUt the soil strata : i~,  ,view ,W ,yoicUpg 
arbitration in, the dispute. In: July 1970, ¢.he. ~l pPief 1ii~~  
infcmedtbe' contrecw .that ~ dilq)ute woU:l.4 be refelTed to arbi-
tration only on completion of the work. On 'recommending the 
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work in August. 1970, the contractor approached the Garrison Engi-
neer demanding extra payment on account of the fact that the work 
being done by him was in 'water andUquid mud and 'interrupted 
by tides'. The Ministry have admitted that the work on embank-
ments was to be executed on existing paddy tielda with a water 
level between 3" and 9" and that the area to the right of embank-
ment was flood-prone during the heavy rainfall in the months of 
July and August and that "the work on embankment during these 
months was also at stand-still and only the portion of work already 
executed had submerged ... • Yet, the authorities failed to maintain 
their own records of the quantities of work done in varied condi-
tions. Perhaps due to this failure, Ithe authorities could not success-
fully contest the c1a:ims1 of the contractor for working in foul posi-
tions before the arbitrator, who partly admiltted the claims of the 
contractor. .. l. 

[Serial No.7. (Para 2.39) of Appendix to 1318t Report o'f the 
P.A.C. (Sixth Lok Sabha)] 

Action Taken 

The area is not known to be affected by tidal waters. However, 
some water-logging did take place and as has been stated ea"J.·lier, 
the work on the embankment was at a standstill during the period 
of water-logging. The only possibility therefore is that some soU 
was sunk in the slush or ·got washed away. The request of the con-
tractor for the inspection of the site was agreed. to and inspection 
carried out immediately thereafter. Garrison· Engineer thereafter 
decided that work was not being done in tidal conditions. It is sub-
mitted that such working conditions as claimed by the contractor 
have already been c&tered for in SSR 62, clause 17(a) of Section 1 
(copy enclosed) (Annexure I). Under this clause the contractor 
can be compensated for working in water or liquid mud up to a limit 
of 11 times the conn-acted rate. The arbitrator was requested by 
the MES authorities to t i~t the claims of the contractor for cer-
tain ad hoc quantities of soil which got sunk into slush and got 
washed during floods as per the provisions of SSR 62 but the arbi-
trator allowed the contractor's claim. Details of the contractor', 
claim, amount allowed by the Arbitrator and that admissible 
under. SSR 62 are given in Annexure n. A record of soil incorpo-
rated on the embanlane'llt was maintained. As the Garrison En'gi-
neer after inspecting the site rejected the plea of the contractor 
that he wu working in tidal conditions and as the contractor did 
not presl further. no additional: joint records were called for or 
maintained. The contractor claimed certain ad hoc quantities of 
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.:Soil which sank into the slush and got washed away during the 
·.,floods. Theie were accepted by the Arbitrator. 

[Ministry of Defence ao. No. 68(2)/791D(W-IV) dated 28-3-1980] 

ANNEXURE-I 

Extract from SSB 196Z(MES) Page' Para 17 

17. Extra Allowances-On net measured work executed in water, 
'liquid mud or foul positions or in tidal work or work in R.C.C. ~ 

;head Reservoirs. 

<a> The rates in the S. S. R. do not, unless specifically stated, in-
clude for working in water, liquid mud, foul positions or tidal condi-
tions. Where measured work has necessarily to be executed in such 
C'onditions, and working in such conditions is not included in the 
rates of the S.S.R., the rates to be paid will be the ordinary rates in 
-the S.S.R. multiplied by the appropriate figure given below:-

A 

·(i) Work in water or liquid mild I 

(ii) W.Jrk in foul position I 

(iii) Work :nlerrl.&pted by lide, I 

(iv) Work in water or liql1id mild and 
'interrupted by tide. I 

Ordinary rates in the 
S.S.R. multiplied by 

B 

1/4 I 1/10 

I/S I 1/8 

l ~ I 1/6 

S/4 I 1/4 

Note:-The extra allowances vide (i) above does not apply to water 
or liqUid mud in excavations, digging wells, foundation 
trenches, etc. When a heavy spring of water is met witA 
provision for pumping will be made extra. 

(b) The multiplier in column A will be used for measured work 
which is entirely labourer where labour is the predominating factor 
lIuch as "Labour only", "Except Materials", or "fixing only". 

(c) The multiplier in column B will be used for measured work 
requiring labour and materials exce,llt that where the articles ~ ~ 
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tied lire mostly f ~~~~,,(~~ .: ; ;. .~ ~  1 ~ ~, i
tion, the articles will be paid for at "Supplied only" rates without 
~  acicUtiC».'l, _anq ftxingwill be paid for at "Fi::ldrig only" rates mwti-
plied by the appropriate multiplier in column A. 

(d) the rates so' lti 1i~  ~ i ~l i  of-

(1) Loss of materials, tools and plant or reinstatement of 
damage in connection with such work; 
,  •  • ".1,'1 .... .,/" .' . 

(ii) .. :.~t ,.~  to which wOlkmen _, are entitled ,when 
working in the positions described, and for th,e provilion 
of water tight boots or any special clothing and equip-
Ulent ~ boathire when required; and 

(ill) Idle labour caused by interruptions due to working in the-
positionS described. 

.»INEXURB-ll 

.ACTION ri'rlEN NOTE.fON 13;ST REPORT-OF THE PAC ON PARAGRAPH iZiZ OF 
THE REPORT OF THE C (jf AG OF INDIA FOR THE TEAR 1976-77 UNIO.V 

GOYT. (DEFENCE SERVICErj REGARDING P.4.RA iZ' 39 

(a) &rIA """ go, IUllk iIIlD slush (Claim No.6-A) QPlJlltit7 ,/tJimed 

(i) 650 eu m of hard IOU at contract rate, amount claimed 

(ii) 8445 cu m or ordinary rock at contract rate plus 50% market 
variation amount claimed •  .  •  .  •  . 

(iii) Total of (i) at (ii) above 

(iv) Amount admitted by arbitrator for .-yment against claim 
No.6-A 

(b) Ex"IJ"""""" j(lf' UIO'Nt iII/oul poSitioll (Cttrim No.6-B) 
(i) Total <tuantity or hard 'loili7S95'1I49 cu m at contract rate 
by multipJyilll I f ~ l t amoUDt claimed •  . 
;'. '... . . . 

(ii) Total qtiaDtity f~ rock claimed 375iZ8'1I0 eu mby 
multiplying It co-efticient and adding 50% market varia-
tion to tbe contract rate. Amount o( claim.. .  • 

(iii) Total amount (i) & (ii) above 

(iv) Amount accepted (or payment by the arbitrator 
claim No. 6-B 

against 

(c) (h-1h7 ~ IuItrl sail 1IuJ, got IlI4fhId ~,. .. to ;/t«Jt1111OOO eu III (Cltiirn 
6-C) dOntra.ctor claimed that this wu made good by using ordinary 
rock. 

(I) Total amowtt of claim No. 6-0· by' multi-ptVirir sl. c:o-effi-
dent and 50% market variation on the coatract ralel . 

(ii) Amount admitted by arbitrator ror payment . 

R!. 

11,85,075' Oo. 

l,go,8g8' 41 



(i) For hard soil 

PlWl 
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Extra 1/4 co-efficient to be JIllid for work-
ing In watetlHquid mud .  . 

Add 2% contract percentage 

(ii) ~ ordinary rock 

Plus 

Plu. 

Extra 1/4 co-emcient to be paid for 
working in water/liquld mud 

Add !2% contract percentage 

(e) T" sum"",,;It : 

(i) The contractor claimed 

Against claim No, 6·A; 

Against claim No, 6-B 

Against claim No. 6-C 

(ii) The arbitrator awarded 

Apinlt claim No. 6-A 

i .~t claim No. 6-B 

Against claim No. 6-C 

R.. 

4,364'00 

1,'S,155' 00 

30,6!2g' 75 

612'59 

76;..i7'1!i 

3.411,880' !26 

2,85,075' 00 

1,77,595,63 

3,55"91 

1,19.092' 15 

4,82,878' 87 

2,85,070;' 00 

3,29,331' 46 

1·90,8gB· .. 7 

RI. 

-1.21,519' 00 

-1,SI,147' 54-

(iii) The amount which should have been admissible to the contractor takiDg into. 
account the extra 1/4 co-cfficicnt and the quantity claimed by him : 

Againlt claim for the hard soil • 

Against claim for ordinary rock. 

r" ;. 
Reeommendation 

31,24!2' 34 

1,81,147' 54 

The Committee not.e tha,t acco;rding to· the conditions Qf, the con-
tract, references ,to it ti ~ on matters of i ~~ t  the 
parties to the coatract could not take ~  until aftel1, the. completion 
or alleged completion of ,the work$. unless· bQth ~  i~. 

writing. Further, the Zonal Chief Engineer had in July 1970 cate-
goricallY,infonned the contractor that the dispute could be referred 
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-:to arbitration only after the completion of the work under the terms 
·()f the contract. The Committee are surprised to note that the Engi-
neer-in-Chief appointed in November 1970, a Superintending En-
gineer of the Zonal Chief Engineer's Office as an arbitrator even dur-
ing the course of execution of the work and that too, BUD moto with 
. out any request having been made by the contractor. The Com-
mittee strongly disapprove this action of the Department in referring 
the matter to arbitration in violation of the relevant provisions of 
. the contract. 

[51. No.8 (Para 2.40) of Appendix to 131st Report of the Public 
Accounts Committee (Sixth Lok Sabha)] 

Aetioll Takeh 

Recommendations in respect of Para 2.40 have been noted and 
'suitable instructions to all concerned have been issued to avoid re-
currence of such cases under Engineer-in-Chiefs Branch Nq. 136001 
'GEN/E8 dated 3-9-79 (Annexure). 

[Ministry of Def. U.O. No. 6S(2)/79/D(N-IV) dated 31-1-1980] 

ANNEXURE 

'Surveyor of Works Directorate (ES) 

Engineer-in-Chief's Branch 

Army He&dquarters 

Kashmir House 

DHQ PO NEW DELHI-llOOOll. 

03 Sep. 1979 

136001GENIE3 

E-in-C's Lists "B" 

Arbitration Proeedure 

Condition 70 of LAW-2249 stipulates that unless both parties 
agree in writing, reference to arbitration shall not take place until. 
after completion of works or alleged completion of works or termina-

tion of the contract. 

2. A case has come to notice of this HQ wherein only Department 
had made a request for appointment of arbitrator during ~ . of 
the contract but written agreement for such reference to arbltrabon 
was not obtained from the contractor before appointing the arbi-
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t ~t . In order ~ avoid ~  cases it should be ensured before ap-
:pomtment of arbItrator, dunng currency of the contract that both 
-.the parties have agreed in writing for the appointment of arbitrator. 

Reeommead.tiOil 

The COmmittee further note that the arbitrator in his award of 
July 1972 awarded sum -of Rs. 8.91 lakhs in favour of the contractor 
against his claiIl)S totalling Rs. 12.60 lakhs. It is highly regrettable 
that the arbitrator's award of July 1972 was challenged by the 
Department in the lower court on 10th October, 1975 after more than 
three year had elapsed and that too against the advice of the Addi-
tional Legal Adviser who, according to the Ministry, was not initially 
in favour of contesting the award in the lower court. The Com-
mittee would like to know the specific reasons for this unconscion-
able delay in taking the decision and forr disregarding the legal advice. 
'The Committee are convinced that had the Ministry taken timely 
action in this regard, they would at least have effected appreciable 
-savings in the amount of Rs. 0.96 lakh paid by way of interest alone, 
which formed part of the total cost Of Rs. 15.69 lakhs for the work. 

[SI. No 10 (Para 2.42) of appendix to 131st Report of the Public 
Accounts Committee (Sixth Lok Sabha)] 

Aetion taken 

The award of the arbitrator i.e. Rs. 8.91 lakhs in favour of the 
-contractor was considered by the department as exceptionally high. 
The Additional Legal Adviser was initially not in favoU!' of filing the 
award in the court as presumably all the facts were not known to 
him. However, the same officer was later strongly in favour of filing 
an appeal against judgment of the lower court. In this connection 
it may be added that the award was filed in the court on 31st July 
1972 which was challenged in 1972 it-self in the lower court but the 
hearing was held on 10th October, 1975 and judgment was delivered 
on 18th October, 1975. It will thus be seen that there was no undue 
delay in challmging the award. 

2. It is ftnallysubmitted that the intetion of the department at 
every stage of the contract during the arbitration and subsequent 
contesting of award in the 'lower court and filing an appeal in the 
High Court was always to safeguard the interest of the State. ~t 
is sU'bmitted that the additional expenditure of Rs. 0.96 lakhs paId 
as interest be viewed against this background. 

{Ministry of Defence U.O. No. 68(2)/79/D(N-IV) Dated 21.12.1979] 



CHAPTER W 

UCO.M'MiNDATIONS.OR ~ l'I  I.~ i ~~

MITl'EE DO NOT DESIRE TO PURSUE IN ~. LIGHT OF THE 

REPt.JES RECEIVED FROM GOVERNMENT 

Recommenutlon •• 

It was only in September 1974 that the Directorate of Inspection 
decided to have an iirititediate study carried ,000t blto the problem 
of overq,eatipg bv the Controllerate of Inspection (Special vehie1es). 
This decision ~ l  ~  takell much earlier as in August 1972 
it~ lf the Directorate of Inspection had confirmed this defect of' 
overheating to be of a very serious nature proving to be" a major 
handicap in the deployment of these carriers and also when no 
tangible solution of rriaiady' had been forthcoming. FUrther, when 
an imme<liate study , ~i  in the decision of 1974, it took 
about. 2 years for the Controllerate Q'f Inspection (Special Vehicles) 
to complete this study in May 1976 and evolve suitable modifications. 
The matter obviously did not receive urgent attention at all these 
stages. 

[Serial No.1 (Para 1.61(ix) of Appendix to 131st Report ·of 
P.A.C. (Sixth Lok Sabha)] 

Action Taken . 

As the vehicles were covered by ,warranty, the matter was taken 
up with the Suppliers'to fiild a suitable solution to the problem. 
AB our efforts did not yield' any positive result, it was deClided to 
study problem in depth and evolve a solution with indigenous ~ 

how. This process involved design of coolers,fans. connecting pipe', 
houses ~  flnalisation of end-connections followed by location and 
establishment of soUrceS for the manufacture of theae items and 
technical irials  during high ambient condition available ,in summer 
months only. The modifications had to be further tried out twiee 
by the Users under high ambient temperature· conditions Defore 
finalisation. The technical view is that' the modification was evolved 
in the shortest possible time. 

[Ministry of Defence D.O. No.6 (1) /77/D (Proc.) dated 17-12-1979J 

22 



CHAPTER IV 
. ",- , 

~l'{ ' l ~  OR OBSERVATIONS RE:;PLIES TO WHICH 
HA vi NOr tt.~· ~'ft;  l3Y titE' CPMMm.1E AND 
. .. "watCH R,t'QtJtRERElTERATtbN '" ...... .. 

2.36. The Cominittee believe that the escalation in cost and abnor-
mal delaY. m thecoliipletfon:"M the work were tea'large' ~t t due 
to the incorporation of incorrect data f~ il conditions'in the ten-
,der. This belief of the Comrrt1tt'etfisborfte out by the fact that the 
qW,Ultity of· excavation over areas in ordinary rock indicated as 
550 ell. m. tn the contract was li ~  BsllCCorcUng ~  the AucUt 
paragraph the quantity of such excavation done' was 35.002 cu. m. 
The Committee are surprised that the details of the quantities of 
hard soil and ordinary rock were included in the tender document 
on the basis of a mere visual examination of the soU and !he types 
(If implements used fOr excavation without undertaking soU investi-
gations or, alternatively, obtaining expert ~i i  :t ' ~  of 
the soil. Such prior soil investigations etc. were not deemed necei;' 
sary by the authorities when eyen before finalisation of the tenders 
the Garrison Etlgineer had suggested in Mardi, 1969 that cutting of 
hill-side should be indicated as both 'hard soil' and 'laterite' (o'rdinary 
rock), without any break-up, which was, however, not agreed to. 

2.37. Subsequently, in October 1969 the G.:rrison Engineer ap-
proached the Commander Works Engineer seeking approval for a 
deviation order to the COlltract on the plea that cutting hill-side in 
laterite was required in all the 5 quarries from where earth requir£ld 
for the work was to be obtained by excavation. This proposal of the 
Garrison Engineer involving an additional expenditure of Rs. 1.14 
lakhs was made at a time when the contractor afte'r excavaiing the 
hard soil in 2 quarries had sought permission to start work in ordi-
nary rock. This proposal contained deviation from the contract for 
33,225 Cu.m. of rough ettavation in soft (ordinary) rock by reduc-
ing an equal quantity from 'rough excavation in hard soil'. This pro-
posal of the Garrison Engineer, whicb appears to have been quite 
,correctly made, was summarily rejected. The Committee feel that 
at least at this stage when the Garrison Engineer had so explicitly 
indicated his doubts about the correctness of the soil strata shown 
jn the contract, the authorities should have got examined the soil 
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strata by a geologist or obtained a test report on the nature of the-
soil strata from College of Military Engineering etc. The Committee 
strongly disapprove this cavalier approach of the Department as 
they feel that had the decision on the proposal of the Garrison Engi-
neer been taken after obtaining expert opinion on the ~ t  C7f soU 
strata, the Department would have not only saved quite a substantial 
part of extra expenditure that had to be incurred but also reduced 
to a large extent the delay in the completion of the work. 

[Serial Nos. 4 and 5 (Paras 2.36 and 2.3'1) of Appendix to l31st 
Report of Public Accounts Committee (Sixth Lok Sabha)]. 

Action Taken 

It is true that the work was delayed for 16 months which is not 
considered abnormal in view of the position explained in the context 
of para 2.35. 

2. The Committee has brought out that the quantity of 550 CM 
at excavation over areas in ordinary rock was unrealistic as the 
total of such excavation done came to 35,002 CM. A careful exami-
nation of the relevant documents would show that this does not 
reflect the true picture. Wh-at has mainly changed. is the arbitrator's. 
interpretation of classification of "Hard soil" as uordinary rock". The 
verbatim description of works given in the tendel' and the contract 
is re-produced below:-

-----------------------------------------------
Items Ratt" 

RI. P. 
Quantity (Cubic 
metre) 

S. Rough excavation (cutting hill ~i ' in S' 78/Cubic Metre Q3300 
hard soil not exceeding 5' deep and gett-
ing out and removing ~ 440 yds. 
and not t'Xceeding 880 yds from .tartinw 
point and depoeiting where i t~ .and 
forming embankment. including raisin< 
(or lowering) spreading in layen not 
exceeding IQ" thiCk. watering, ramming' 
rolling each layer and fini'hing to re-
quired me. Ihapl'f: etc. lift not exceeding 
5' high from base. 

4· All .. , in item 3 above but removing 
exceeding 880 yds. and not exceeding 

6· II/Cubic Metre 2500 

JSQO yd.. 

S· All as in item 3 above but removing ex-
ceeding t,so/>·d.. and not exceeding 2200 
yds. 

6· 79/Cubic Metre 1560 

6. All u in item 3 above but removing 7' 13/Cubic Metre 2fJOO 
exceeding QQOO yru. and not exceeding -_. 
Qfi4,o yds; 44.!l00 
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Items Rate Quantity (Cubic 
Ra.P. Metre) 

10. &cavation over areas in ordinary rock 8'41/Cubic Metre IISO 
not exceeding S' deep and r getting out 
and removing to a distance exceeding 
50 yds. and not exceeding 100 yds. and 
depoliting where 1directed and forming 
embankments (including beCIIII on both 
llides) including raising (or l()wering) 
~ in layen not eltceeding 12" 
thick, wateriDf, ramming/rolling each 
layer and finishing to re1uired size, 
shapt: etc. lift not exceeding 5' high from 
bale. 

II. All .. in item 10 above, but removing/ 9' 83/Cubic)Metre 300 
esceeding 100 yds. and not exceeding 
440 ~ ~  

3. It will be seen that the Soil to be removed from the quarries· 
was grouped under Items 3 to 6. Items 10 and 11 did not visualise· 
the rock to be excavated from the quarries but were meant for any 
rock which was encountered along the alignment of the embank-
ment. It is for tliis reason that the minimum haulage distance under 
Items 3 to 6 is 440 yds. whereas in Item 10 and 11 the maximum 
distance was 440 yds. It i·s also pointed out that the centre of the 
nearest quarry from the nearest edge of the embankment was about 
440 yds. It is thus submitted that the quantity of soil to be ex-
cavated from the quarries was given in the contract correctly. 
Disagreement with the Arbitrator's interpretation is only on the 
classification. Para 1 (b) (vii) on page 10 of the Standard Schedule 
of Rates (1962) defines "hard soil" as that which can be excavated 
with "close application of picks" the soil Was classified as "hard 
soil", 

4. It is also submitted that for such earth work contracts, no· 
soil investigation or expert opinion on the classification of soil is 
normally sought. However, as per directions of PAC, instructions 
have been issued to 'all executi'ves to obtain expert opinion in cases 
where disputes have arisen or are likely to arise before taking a final 
view in the matter. A copy of relevant instructions is enclosed. 
(Appendix I). 

5. It is submitted that the contract was concluded by the Zonal 
Chief Engineer and any deviation was to be approved by hlm. The· 
Garrison Engineer did submit a proposal involving an additional 
expenditure of Rs. 1.14 lakhs but the higher authorities decided that, 
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-the soil (though lateri'te) could be excavated with close application 
of picks and was therefore classi1ied as "hard soil" only. As there 
was no doubt in the minds of· the Commander Works EI;,gineers and 
the Zonal Chief Engineer, it waa not considered necessary to obtain 
expert opmion on the proposal of the Garrison Engineer to classify 
the Soil to be excavated as uordinary rock". 

[Ministry of Defence U. O. No. 68(2)/7D/D(N.JV) 
dated 28-3-1980]. 



CHAPTER V 

RECOMMENDATIONS OR OBSERVATIONS IN RESPECT 
OF WHICH GOVERNMENT HAVE FURNISHED INTERIM 

REPLIES 

The Committee further note that no time limit was prescribed 
by the authorities for the finali'sation of the award by the arbitrator. 
The Committee understand that according to the Arbitration Act 
the arbitrator should normally finalise his award within four months. 
It is surprisi'ng that the arbitrator took about 21 months and gave 
his award in July 1972, after his retirement from service in Novem-
ber, 1971. The Committee would like to know the specIfic reasons 
for this delay and the various steps taken by the Department from 
tfme to time to expedite the arbitration proceedings. The Commit-
tee fail to .~t  the rationale behind the provision in view 
of a limit of 4 months for the completion of arbitration when the 
actual time taken generally far exceeds this limit. The Committee 
rE"iterate their earlier recommendation made in paragraph 3.271 of 
their 9th Report (Sixth Lok Sablra) on Forest Department, Anda-
manS and emphasise once again that the Ministry of Law shOUld 
examine thi's aspect thoroughly in consultation with other Ministries 
who actually have to go in for arbitration proceedings in cases of 
agreements with private firms in order to 'amend the law suitably. 
if necessary. 

[S1. No.9 (para 2.41) of Appendix to 131st Report of the 
Public Accounts Committee (Sixth Lok Sabha»). 

Action taken by the Ministry of Defence 

The provision of Arbitration Act 1940, Schedule I which was 
applicable to this arbitration, lays down a period of 4 months for 
publication of award from the date. of entering. into the reference 
with both the parties. The arbitrator could extend this time by 
getting the concurrence of both the parties from time to time, which 
was done in this case. The revised IAFW-2249 which forms part 
of all MES contracts now lays down a timing of one year for publi-
cation of award. 

27 
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2. It is true that the 'arbitrator had given the award after retire-

ment from the service. We have already taken the corrective 
measure and iB,,""Ued a policy letter vide Engineer-in-Chief letter No. 
13600/GEN/E8 dated 11th August 1972 (copy enclosed) (Annexure) 
that no person having Ie&.; than two years residual service should be 
normally appointed as an arbitrator. 

3. The question CDf amendment of the Arbitration Law is under 
consideration of the Government of India as indicated in the reply 
of MiniStry of Law, JustiCe and Company Affairs to the Committee 
submitted separately. 

[Mi'nistry of Defence U. O. No. 68(2)/79/D(N.JV) 
dated 21-12-1979]. 

Action taken by the Ministry of Law, Justice and CompaDY Aft.irs 
. . 

As already intimated in this Ministry's action taken note dated 
24th June, 1978 in reply to S. No. 1 (para 1.4) of Appendix to Forty 
Second Report of the P.A.C. (Sixth Lok Sabha), the Law Com-
.mission was requested to review the entire Arbitration Act, 1940 
.1lnd submit a report. The Commission has since (November. 1978) 
. submitted fts 76th Report which deals with the review of Arbitra-
tion Act, 1940. In its report the Commission has also referred to 
para 3.271 of the 9th Report of the Public Acco\1nts Committee 
(Sixth Lok Sabba) and made specific recommendations on the re-

o commendations contained therein. 

The recommendations made by the Commission in the above 
Report are being examined by the Government. A further note will 
be sent soon after a decision is taken by Government on the recom-
mendations Of tbe Law Commission in this regard. 

Director of Audit, Defence Services has seen. 

[Ministry of Law, Justice and Company Affairs (Leg'slative 
Department) O.M. No. G-2515 (3) /79-B " A dated 29-8-1979]-

Further information received from the Ministry on 16 April, 
1980 'Bnd 18 July, 1980 

In their letter dated 16 April, 1980, the MinIstry have stated as 
. tolloW'S: 

"The copies of Law Commission's Report have been sent to 
the Indian Colftlcil Of Arbitration and the Indian Chamber 



of Commerce for their comments and the same are awaited. 
In the meantime, the Report is being examined in this 
Ministry. 

Final note will be sent soon after a decision is taken by the 
Government. " 

In their letter dated 18 July, 1980, the Ministry have stated as 
follows:-

"The comments from the Indian Council of Arbitration and 
Indian  Chamber of Commerce are still awaited ..... . 

Final note will be sent soon after a decision is taken by the 
Government." 

ANNEXURE 

Col'Y of i~'  letter No. 13BOO/GEN/ES rUtted 11th August; 1972 
addressed to E-in-C's B List 'B' with copy to E-in-C's List 'A' 

APPOINTMENT OF ARBITRATORS 

Before an officer is appointed an arbitrator the Appointing Autho-
rity should take note of the date when the officer is due to retire. 
This is necessary in order to ensure that the arbitrator is in a position 
to publish his award before the date of his retirement. If this 
factor is not taken into account it often becomes necessary to obtain 
Government sanction for payment of special fees to the retired 
oftlcer for continuing with the arbitration case or appoint another 
arbitrator whttre possible. ,\ 

2. It is suggested that no officer should be appointed an arbitrator 
unless he has at least two years more to serve from the date he is 

i ~  an arbitrator. 

NEW DI:Lm; 
MCZ1'ch 11, 1981 
Phczlgu.n«, 20, 1902 (Sako)-

CHANDRAJIT YADAV, 
Chairman, 

Public Accounts Committee. 



No. 33416/ES 

To 

APPENDIX I 

Surveyor of Works Directorate 
Engineer-in-Chief's Branch (ES) 
Army  Headquarters 
Kashmir House 
DHQ PO, NEW DELHI-lloon. 

Dated 22 October, 1979. 

i ~'  Lists 'A' and 'B' 

ADMINISTRATION OF CONTRACTS-CLASSIFICATION 
OF SOIL 

In a civil engineering contract concluded by a ChIef Engineer 
some years back, ,disPUtes and differences aroae aetween the contrac-
tor and the executive staff with regard to classification of soil . ex-
eavated. The Accepting Ofticer's decltiion. being not acceptable to the 
contractor,the latter's claim had to be settled in arbitration. The 
arbitrator, however, held· a difterent view on the aspect of classifi-
cation of soU, while publishing his award. 

2 .. Though details of c:lassiftcation of soil are given in the MES, 
SSR, instances may occur, wherein, due to the peculiar nature of 
the material to be excavated, doubts arise as to its correct classifi-
cation. In such cases, Accepting Officers would be well advised to 
consult experts in the field to enable them arrive at a judicious 
decision. 
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20. Atma Ram • Son', 26. The Central New. AJeDc:)', 
Kuhmere Gate, 23/90, Connaucht Place. 
Delhl-S. New Delhi. 

21. J. M. Jain. • Brothers. 
'for.L Gate, DeJhi. 27. MI •. D. K. Book Or,aniaatioDl. 

1t-D, Anand Nalar Under Lot), 
22- The En,11ah Book Stort. P.B. No. 21'1. 

'l-L, Connau,ht ClreUJ. 
New Delhi. 

Delhi-U 0035. 

23. Behree Brothers. 28. MIl. Rajenclr. Book APDC7. 
188, Lajpatral Market. ' IV-D/5o. La.Jpat Macar. 
Delhi-I. Old Double Storey, 

Delhi-I 10024. 
M. Oxford Book .. Stationer, 

Company. SclncSla Souae. 2f. MIl. Ashoka Book AlGC7. 
Connau,ht Place, 2127. Roop Nalar, 
New Delhi-I. DelbL 

25. BooneU, 
f, Sant Nlranklri CoIOD1. 10. Books India CorporatloD, 
Klnpway Camp. 8·967, Shastri N8Pf. 
Deihl·'. ' Ne. Delhl. 
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