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INTRODUCTION 
.- 

I, the Chairman, Public Accounts Committee, having been autho- 
raised by the Committee, do present on their behalf this Two 
Hundred and Eighth Report on Paragraph 37 of the Report of the 
Comptroller & Auditor General of India for the year 1973-74--Union 
Government (Civil), relating to construction of Deep Sea Harbour 
at Tuticorh 

2. The M o r t  of the Comptroller and Auditor General of India 
for the year 1973-74-Union Government (Civil) was laid on the 
Table of the House on the 30th April, 1975. The Committee examin- 
ed paragraph 37 of the said Audit Report at their sitting held on the 
19th June, 1975 (F.N.). The Committee considered and balised 
this report at their sitting held on the 23rd March, 1976. Minutes of 
these sittings form Part II* of the Report. 

3. A statement showing the main conclusionslrecommendations 
of the Committee is appended to the Report (Apr~endix V).  For fa- 
cility of reference these have been printed in thick type in the bod9 
of the Report. 

4. The Committee place on record their appreciation of the assis- 
tance rendered to them in the examination of the subject by the 
Coqtrol ler  and Auditor General of India. 

5. The Committee would also like to express their thanks to tbe 
m c e r s  of the Ministry of Shipping & Transport. the New Port of 
Tuticorin and the Department of Fertilizers and Chemicals for the 
co-operation extended by them in giving information to the Com- 
mi ttee. * 

NEW DELHX; H. N. MUKERIEE, 
March 23, 1976. Chai rnurrr , 
Chnitra 3. 1898 wkaj 1- - Public .4ccou n t s  Cornmifree. 

.. ---- ---- "------ 
*Not printed. (Ow cydostykd copy laid o~ thr Tahlc of the Hwnc S F ~  dw copies 

ploccd in Parl~ument Libnr~) .  

(v) 



CHAPTER I 

INTRODUCTORY 

Early History 

1.1. The earliest mention of Tuticorin in literature is found in 
"Periplus oE the Erythrean Sea" written (88 A. D.)  by a Greek na- 
vigator. The first known reference to Tuticorin in a historical work 
was in 123 A.D. when the celebrated Greek writer, Ptolemy men- 
tioned it. Even in antiquity, Tuticorin was noted as a flourishing 
centre for chaunk and pearl fishing and it  had contacts with a num- 
ber of western and eastern countries where pearl fishery was then 
at its height. 

1.2. Tuticorin was under the rule of the P a m a s  and the Cholas 
from the 7th to the 12th century. The proverbial wealth of the part 
of India, known as Tamil Nadu, lured traders, travellers, adventu- 
rers and eventually also colonisers from all directions. The Portu- 
guese were the first to arrive in 1532 a d  they took lively interest in 
trade as well as in local politics. The political kaleidoscope changed 
from time to time on account of rivalry between the foreigners them- 
selves. To make a long story short, the English Company ultimately 
took over the administration of Tuticorin and other cities attached to 
it like Kayalpattinam, Punnakayal etc, on the first of June, 1825. 

1.3. The early years of the 19th century marked the rise of Tuti- 
corin to a position of importance in the world of commerce. The 
English tempted by prospects of em?loiting the rich arid populoiu 
hinterland, the prospering maritime trade and the advanbgeous po- 
sition of Tuticorin with its splendid natural Harbour went ahead in 
their quest of profit and of power. A lighthouse built in 1842 replac- 
ing the Dutch obelisk, marked the beginning of the modern history 
of Tuticorin Harbour, now reaching, in independent India, its great- 
est phase. 

1.4. The existing old port at Tuticorin, though technically 'minor', 
is the largest Intermediate Port in India handling more than 1 mil- 
lion tonnes of tramc per annum. The principal commoditks handl- 
ed  at the port are salt, coal, cement, fertilisers, cotton products, etc. 



1.5. It is situated in latitude 8'48' North and longitude 78'09' Eat& 
on the East, Coast of India about 500 km. South-West of Madras. At 
present the ships are anchored in the open roadstead about 9 kilo- 
metres away from the minor port and the cargo is handled by means 
o t  lighterage vessels plying between the port and the ship anchorage, 
the stretch of sea generally sheltered against cyclones by its geo- 
graphical situation, with Ceylon on the East and Rameswaram Is- 
land on the North. 

Pon-Der:elopment-Propo.wIs of the Past 

1.6. The proposal to construct a Deep-sea Harbour at Tuticorin 
was first thought of in the year 1914, though i t  was not followed up 
on account of the out-break of the First world war. The initial pro- 
posal was framed by the firm of Sir John Wolf, Barry, Lyster and 
Partners, Consulting Engineers, U.K. This was followed by the 
Bristow Scheme in 1920. One Robert Bristow was instructed to pre- 
pare detailed plans and estimates for the scheme of Harbour Deve- 
lopment of Tuticorin on the lines suggested by the former firm. He 
did a lot of spade work and in 1922 formulated a new proposal after 
a detailed survey of the area. The then Government of Madras. after 
discussion with the Port Trust. decided that the scheme should be 
referred to an independent Committee of harbour engineers for n 
thorough examination and report. In this way there emerged what 
is known as the Palmer Committee Scheme. For lack of adequate 
finance, the recommendations of the P a l m r  Committee were not 
further pursued by the Government of Madras. 

1.7. The issue was again taken up by the Madras Government in 
19!X and a former Chief Engineer of Calcutta Port drew up what 
came to be called the Chat terjee Scheme This was also dropped for 
reasons of financial stringency. 

In 1935 the C~overnment of India constituted a committee known 
as Sethusamudrarn Committee to link up the development of Tuti- 
corm with the feasihilitv of connecting the Palk Strait w ~ t h  the Gulf 
of Manner. The Sethusamudram Committee &timated their scheme 
to cost around Rs. 9.62 mores Then. i t  was followed by schemes sug- 
gested by Shri I G ChacLo, the !hen Of!iccr on Special Duty in t h e  
Min~stry of Transport and Shrl H P Mathrani the then D c ~ l o p -  
m n ?  Adviser In the Ministry of Transport 

Ett~lutiDn of the Present Scheme 

1.8. In 1960, the Intermediate Ports Develqmen t Committee was 
formed and the Committee put forward a scheme for developing Tu- 



ticorin into a Deep-Sa Harbour. The cost of the project for a 30-f& 
harbour with 4 alongside berths, two for coal, one for salt and one 
for general cargo, worked out ta roughly Rs. 10.27 crores. In  1963 
Government took a policy decision to construct a deep sea harbour 
off Hare Island 9 kilometres South-East of minor port a t  Tuticorin. 
The preliminary project report prepared in February 1963 estimated 
an outlay of Rs. 14 crores and an allotment of Rs. 5 crores was pro 
vided in the Third Five Year Plan. The scheme was included in 
the Third Plan in the following terms: 

"The development of an all-weather alongside port of Tutico- 
rin is considered necessary in order to enable the port to 
handle the existing traffic efficiently and to provide capaci- 
ty for increases in traffic. The exact scope of the project 
will depend upon the volume of traffic which the port is 
expected to handle in future. A substantial part of the 
present traffic consists of. commodities which enter into 
the coastal trade and about this if will be possible to 
take a long run view only after the report of the Commit- 
tee on Transport Policy and Coomiination is available." 

1.9. In 1961, the Ministry of Transport had appointed a TechnicaI 
Advisory Committee for the Project comprising Technical experts re- 
presenting the Ninistries of Transpr t  and Railways, and the State 
Government of Tamil Nadu, to scrutinise the layout and designs for 
the Harbour, advise on technical matters and to watch the progress 
of the Project. Pending final sanction of the detailed estimates and 
tinalisation of the scope of the Project. scheduled to be commissioned 
by 1969 according to the preliminary project report, various works 
were sanctioned from time to time and a sum of about Rs. 3.22 mores 
had been spent on this project till the end of 1966-67. 

1.10. The Chief. Engineer and Administrator of the Port submit- 
ttd in November 1964, a detailed report and an estimate for Rs. 23.02 
crores for sanction. The pro2osals envisaged the consfrucrlon of a 
harbour of 30-32 ft. draft with 6 berths in stage I consisting df 2 
coal berths, 1 salt berth. 1 general cargo berth, 1 ships repairs-cum- 
cargo berth, and 1 oil berth. After a scrutiny of the Project report crf 
the Chief Engineer, the Technical Advisory Committee reduced the 
requirement In the first stage to 5 berths by omitting the provision 
of the oil berth from the scheme. The Project report was referred to 
the Planning Commission on 1-Y-1965. The project was taken up for 
discussion at the Planning Commission in December 1966 and it was 
dccidcd to review the trend of traffic on the basis of industrialisation 
of the area and assess the probable traffic In 1971-72. 



1.11. The Director of Transport Research in th'e Ministry of Trans- 
port was simultaneously requested to make a study indicating the 
economic and Bnancial aspects of the Projec't. The Study of the Di- 
rector of Transport Research had revealed that a traffic of 11.50 lakh 
tonnes would be offered for the proposed port. The report was consi- 
dered at an Inter-Ministerial meeting held in April 1967 and it was 
decided that the traffic estimates made in the report should be re- 
examined. 

1.12. A senior officer of the Planning Commission and a senior 
offlcer of the State Government were deputed to carry out a joint 
study on the traffic potential of the region. The team (Luthra-Thiru- 
malai Committee) visited Tuticorin and had discusisons with the con- 
cerned interests and later with the rqmesentatives of the State Gov- 
ernment. The report of. the joint team submitted in September, 1967 
indicated that on the basis of the various industria1 developments 
planned and likely to materialise in the near future, the firm traffic 
estimate for the port of Tuticorin for 1971-72 (when the project was 
expected to be commissioned) and 1975-76 would be 22.35 lakh ton- 
nes and 35.10 lakh tonnes respectively. The likely traffic projected 
for 1980-81, as assessed by the team, was 44.20 lakh tonnes. 

1.13. On the basis of the joint team's report the facilities to be 
provided and the economics of the project were re-examined. It 
was proposed that the new all-weather port to be completed by 
1971-72 would provide a 30 f t .  harbour with 5 alongside berths-one 
each for coal, salt and cement and 2 for general cargo, the estimated 
cost of the facilities being Rs. 22.8 crores. To cater for additional 
traffic envisaged by 1975-76, an additional alongside berth and other 
facilities were to be provided at an estimated cost of Rs. 1.60 crores. 
The layout of the harbour was designed to meet the requirements of 
additional berths for deep sea fishing vessels. 

1.14. The proposals and designs of the various shore and marine 
structure6 were f i n a m  to cater to  30' draft vessels in the Arst stage. 
The proposals contemplated the construction of an artificial deep-sea 
harbour by forming as enclosed bash between two break-waters (Sou- 
th and North) each about 4,000 m. long getting into the sea and 1,275 
m. a p t  with an entrance of 122m. wfdth. The detailed project esti- 
mates were submitted to the Government and the Government acmr- 
ded administrative approval in 1988 to the construction of an 
all-weather port at Tuticorin a t  a cost of Rs. 24.40 crores, 
involving construction of 6 berths, four along the eastern whar f -one  
for salt, one for coal, one for cement and one for general cargo--and 
two berths along the Anger pier-me for general cargocum-shlp re- 



pair and one b r  fertilizer. However, expenditure sanction was accord- 
ed during July 1969 for Rs. 21.76 crores for the construction of d y  
4 berths, i.e. one each for fertilizer, salt, cement and generaLcargo. 
The end two berths from the northern end have been designed for 
taking 35' draft Vessels. 

1.15. The Deep-sea Harbour is constructed with rubble mound type 
parallel breakwaters, north and south (including eastern arm) of a 
length of 4,086 m. and 3,862 m. respectively, with an entrance of 
152.4 m. (500'), enclosing an area of 960 acres in sea. The rubble 
mound breakwaters are constructed with core zone of stones weighing 
10 to 500 kg. wrapped with armour stones weighing 1 MT to over 8 
MT. The marine terminals are proposed in the form oE . alongside 
wharf adjoining the eastern arm of South Breakwater to cater to 4 
berths located in the natural deep waters at a distance of about 3,000 
m. from the shore. The connection between wharf and shore is by 
means of road and railway links laid over the reclaimed approach 
arm adjoining South Break-Water for 61 m. (200'). 

Progress of Construction - 
1.16. The preliminary work on the port commenced during the 

year 1963. The actual marine works were inaugurakd on the 5th 
November, 1964. The major contracts were settled (for South Break- 
water Rs. 7.84 crores and for North Breakwater Rs. 4.17 crores- 
total Rs. 12.01 crores including escalation for increase in cost of la- 
bour) after the expenditure sanction in 1969 and the works on South 
and North Breakwaters started in August/October 1970 respectively 
by M/s. Andhra Civil Construction Company. 

1.17. The South Breakwater was to be completed in 30 months by 
February 1973. The North breakwater was also to be completed in 
30 months by May 1973. All the preliminary works, shore works and 
railway sidings as contemplated in the expenditure sanction have been 
completed. As on the 1st February, 1976 the North Breakwater bas 
been completed to the extent of 73 per cent. The South Breakwater 
is stated to have been 'almost com>leted'. 64 per cent of the worR on 
the wharf wall has been completed and out of 4 berths, 2 have been 
completed and opened for traffic with the berthing of the first ship on 
the 20th September, 1975. With the present tempo of works, it is ex- 
pected that all the marine works would be completed by December, 
1976. 

Additional Proposds--Coal Berths and Oil Jetty 

1.18. In the vicinity of the port, a fertiliaer complex (SPIC) has 
also come up and it is functioning from July 1975. The feed stock like 



naptha and fuel oil required for the Fertilizer Complex are being 
unloaded by M/s. hd ian  Oil Corporation Ltd. (the suppliers) 
through an improvised temporary oil mooring berth specially put Up 
for this purgose to meet the emergent requirements of the SPIC, and 
the temporary oil mooring berth was commissioned on the 16th July, 
1974. Proposals for the construction of a permanent Oil Jetty have 
also been submitted to the Government in August 1975 for Rs. 97.50 
lakhs and on receipt of sanction, construction of ' the permanent oil 
jetty also will be taken for execution within 2 years 'from the date of 
ZsDction. 

1.19. The new schemes, undertaken by the ~ r o j e c t  are: 

(i) Consttuction of Coal Berths (2 Nos.): To cater to the coal 
requirements of the proposed 2 x 210 MW Thermal Power 
Station a t  Tuticorin, 1 . 2  to 1.8 million tonnes of sea-borne 
coal have to be handled at Tuticorin. For that Tamil Nadu 
Electricity Board have requested construction of the c o d  
berths. The approximate cost of two coal berths will be in 
the order of Rs. 300 lakhs. Proposals for this scheme are 
under way. 

(ii) Ptocutement of 1 No. 25-T Bollard Pull Tug: For berthing 
of ships at  oil jetty and coal berths, it has been proposed 
to procure one more Tug of 25-T Bollard Pull at a cost of 
Rs. 60 lakhs in addition to the two tugs provided in the 
sanctioned project estimate. 

Traflc Handled so jar 

1.20. As regards traffic potential, the Committee have been inform- 
ed that even before declaration of the port, it became necessary to 
unload the heavy machineries required for the SPIC and Heavy 
Water Project and 11,353 tonnes of machinery have been unloaded so 
far in the midstream with the harbour basin during 19'72-74. The 
project, even during the construction stage, was declared as the Tenth 
Major Port of the country on the 11th July, 1974. and so far 66,233 
tonne of naptha and 1,00,103 tonnes of. fuel oil have been handled in 
tbe temporary oil mooring berth, 
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As stated above, the first two alongside berths have hen c a m p  
leted and the first ship "CHENNAI OOKKAM with a cargo of 18,500 
tomes of foodgrains was berthed in the alongside berth on the 20th 
September, 1975. This is the first milestone achieved by the port. 

1.21. The expenditure ( w t o  end of August 1975) is Rs. 3082.47 
lakhs including suspense and Rs. 2,355.08 lakhs excluding suspense. 
Hevised Project Estimates for Rs. 4,630.00 lakhs including several ad- 
ditional items, such as construction of coal berths, procurement of 
additional tug etc. have been submitted to Government for approval. 

1.22. It  is expected that the completion of the harbour would bring 
about alround industrialisation of the hinterland of Tuticorin. I t  was 
etimated by an official committee on 15th September, 1975, that trafac 
of 22 lakh tonnes in 1978-79 and 37 lakh tonnes by 1980-81 should 
pass through the Port of New Tuticorin. 

1.23. The Joint team, consisting of. a senior officer of the Planning 
Commission and a senior oPBcer of the State Government, which as- 
sessed in September, 1967, the trafRc estimate for the new port of Tu- 
ticorin at  22.35 lakh tonnes in 1971-72 and 35.10 lakh tonnes in 1975- 
76 (vide para 1.12 above), also observed that the existing Port was 
expected to continue limited operations in the type of traffic which 
could best be handled by the country craft. I t  was added that it might 
be necessary for the purpose of an economic allocation of trafac bet- 
ween the two ports, to have common management of operations at 
both the Ports and detailed arrangements in this regard would need 
to he considered in consultation with the Government of Madras 
(now Tamil Nadfl). 

1.24. An Oeacial Committee, constituted by the Ministry of Ship- 
ping & Trawort in July, 1970, has been reviewing periodically the 
projections of trafec estimated to materialise at  the Tuticorin Port. 
At tllc 4 t h  Mecrting of the said Official Committee held on the 7th 
September, 1974, the Chairman referred to the question of merger af 
&he minor and major ports at  Tuticorin in the following terms:- 

"The intention of the Government is to merge the Minor & 
Major Ports. Details of the merger have to be worked out 
by the Chief Engineer & Administrator in consultation with 
his counterpart of the Minor Port and a decision has ta be 
taken at the highest level in the State & Central Govern- 
ments." 



165. During evidence, the Committee were informed that the total 
trd$c handled at the minor port was as follows: 

Traffic har dlcd 
(In tonnes) 

Asked about the amount of foreign exchange earned by the exist- 
ing minor Port, the representative of the Ministry stated- 

"As far as the minor port is concerned, it is not in a position to 
earn any foreign exchange." * About the minor por t  what 
is happening is that traffic will naturally get shifted to 
major port." 

In regard to analysing the figures of traffic at the minor Port, the 
witness added- 

"In analysing these figures, the question is, when the minor 
port gets merged into the major port, different kinds of con- 
ditions get created. There are greater facilities for loading, 
greater attractions for the ships to come and all that. All 
these factors will come in. At present, about 4 to 9 Kms 
away from the shore, the things have to PSk handled. We 
have to estimate it on the basis of that. We have to get 
the break-up of these Flgures for a variety of commodities 
and see the sources, the distances and the direction and 
also see how they can really be brought into the future 
projections. It  is not only to carry over the flgures and 
keep them together. That is the difficulty I have." 

1.8.  During their visit to Tuticorin Harbour Project in October, 
1975, a Study Group of the Committee were informed by the Chief 
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Engineer &,Administrahr that th9. questitxi of merger of the minor 
P a t  with the new Major Port W- under conaiderstion of the State 
and Ceatrfll G~verpmenh. The need for merger had been recopised 
and the pwers from the minor port regarding the absorption of the 
pemonnel etc. had been sent ta the Ministry of Shipping & Transport 
who were corpideriag the issue in the interest of both the Ports. 

1s. ihiy a few sites in the eorrntry can mat& Tuiicorin with 
its long and eventful history. While aureicat maritime c i t b  Wf 
Bhrigukachchha (Broach) and Tamralipti (Tamluk) are now a mere 
memory, Tuticorin has survived to play its role in India today. 
The Committee are happy that the long-deferred hope of our people, 
especially in the deep south, that Tuticorin would be resuscitated, 
is nearing fulfilment. The Committee wish that the sense of urgency 
with which the scheme was first seriously sponsored after indepen- 
dence is sustained effectively. 

.I 

1.28. The Committee regret the delay in completing construction 
of the South Breakwater and the North-breakwater, which were 
scheduled to have been completed in February, 1973 and May, 1973 
respectively. As on the 1st February, 1976, the South Breakwater 
is stated to be 'almost completed', the wbarf wall completed only 
to the extent of 63 per cent, and the North Breakwater to the extent 
of 73 per cent. Such delays not only result in avoidable escalation 
of costs as compared to the original estimates but also imply tbe 
continued loss of valuable shipping days. 

The Committee urge that at  least the present expectation of corn- 
pleting all the marine works by Decamber, 1976, will be fulfilled 
without any further hindrance. 

1.29. While the Committee are unhappy over the delay in the 
execution of the Port project, tl& feel equally conceraed that the 
generation pf additional traffic, particularly for coal, salt and cement, 
may take much longer to materialise than originally envisaged. 
There is therefore need for very close coordination and understand- 
ing between the Ministry of Shipping & Transport, the Port autho- 
rities, the State Government, tbe State Undertakings and the vari- 
ous industries which are in the process of coming up in and around 
Tuticorin, so that traftic is generated and attracted to the Port on 
a long-term bask to sustain its economic working. The Committee 
have dealt with these aspects in greater detail in subsequent chap- 
tenr of the Bcport. 



1.30. The Committee wdcome the idea that the naw port and the 
.existing minor port, the latter looked after by the State Government, 
will eventually be mesrpl. At prosbnt both tha Ports are func- 
tioning side by side This perhaps has to be so, because the eons- 
truetion of the new port has not yet been completed However, 
there should be harmonious coordination between the functioning 
of the ex_isting Intermediate Port and the new Major Port at Tuti- 
-&n, so that all tbe availablb facilities are put to o p t i i  use in 
-Jhe k t  interests of the country. 



CHAPTER I1 

'DEVELOPMENT OF TRAFFIC AND ECONOMIC VIABILITY OF 
THE PORT 

Audit Paragraph* 

2.1 According to the report of a joint team of officers of the Plan- 
ning Commission and the State Government (Tamil Nadu) submitc 
ted in 1967, the port was expected to handle 22.35 lakh tonnes of 
cargo (coal 6 lakh tonnes, salt 5.50 lakh tonnes, cement 4.50 lakh 
tonnes, fertiliser products 2 lakh tonnes and general cargo 4.35 
lakh tonnes) in 1971-72 when the development project was expected 
to be completed. By 1975-76, the port was expected to handle 35.10 
iakh tonnes of cargo (coal 6 lakh tonnes, salt 8 lakh tonnes, cement 
6 lakh tonnes, raw materials for fertilisers 8 lakh tonnes and general 
cargo 7.10 lakh tonnes). In estimating the traffic for thd year 
1975-76 the study team had assumed that Tamil Nadu Government 
would set up, at Tuticorin, a fertiliser plant and a soda ash plant 
by that year and would also take steps to increase production of 
export quality salt in cooperation with the Salt Commissioner and 
the State Trading Corporation. The traffic was estimated as 44.2 
lakh tonnes in 1980-81. The foreign exchange earnings from the 
export of salt, ilmenite, fishery products etc. was expected to be 
Rs. 7 to 8 crores in 1971-72 and over Rs. 10 crores by 1975-76. Accord- 
ing to this study the port was ekpected to have a net surplus of 
Rs. 63.17 lakhs in 1975-76, i.e., the fifth year of its working on ac- 
count, principally, of import of 8 lakh tonnes of raw materials for 
the fertiliser plant proposed to be set up by the State Government. 

2.2 In June 1968 administrative approval for construction of the 
deep sea harbour (30 f t .  draft) a t  Tuticorin with six alongside berths 
(one each for coal, salt, cement and fertiliser and two for general 
cargo) and onc mooring berth for naptha was accorded at a cost 
of Rs. 24.40 crores. In July 1969 sanction was accorded for the deep 
sea harbour with four berths (one each for coal, salt, cement and 
general cargo) at a cost of Rs. 21.76 crores. 

[Paragraph 37 of the Report of the C. & A. G. of India for the 
year 1973-7PUnion Government (Civil) -- 

*The Audit Paragraph in ful lhs btrn reproduced in Appendia I. 



2.3 The working of a major port has a vital role in the economic 
development of the country. Social objectives have to be combined 
with the commercial concepts of adequate rate of return on the 
capital employed. It has an obligation to earn a proper return which 
will cover statutory reserves like depreciation, current costs of re- 
placement of assets, amortization of loans, payment of interest and 
contingencies etc. Such a soundness in the financial objectives is 
possible only when the hinterland of the Port is adequately deve- 
loped to ensure regular, smooth and adequate flow of traffic and 
the handlihg of the cargo at the Port is done at a faster rate on a 
systematic method. 

Keeping in view the existence of the transport facilities in the 
region (around Tuticorin) and also the mqor  Ports of Madras and 
Cochin, the hinterland of the Tuticorin Port would consist of Kanya- 
kumari, Tirunelveli, Rarnanathapuram and Madurai' districts and 
the Southern talukas of Tiruchirapalli in Tamil Nadu State, and 
also the Trivandrum district and part of Quilon district in Kerala 
state. 

2.4. Several traffic studies have been undertaken in connection 
with the development of the major Port at  Tuticorin, the principal 
among which (before 1970) were those carried out by the National 
Council of Applied Research in 1959 and the Report of the Inter- 
mediate Ports Development Committee in 1960. The traffic estimates 
were reviewed in detail after a comprehensive study of the potential 
industrial development of the hinterland done in collaboration wlth 
the concerned Departments of the Tamil Nadu (then Madras) Gov- 
ernment. As a result of the review, the traffic potential for 1971-72 
was put a t  22.35 lakh tonnes and that for 1975-76 at 35.10 lakh 
tomes. 

2.5 The above mentioned projections of anticipated trafflc formed 
the basis of the proposals for development of the major port of 
Tuticorin. At a meeting between the Union Minister of Transport 
and Shippi'ng and the Chief Minister of Madras on the 19th Sep- 
tember, 1967, the two Ministers went through the traAic estimates 
item by item and were satisfied that those represented reasonable 
projections. The Chief Minister gave an assurance that the Tamil 
Nadu (then Madras) Government would take all necessary measures 
to develop the hinterland on the lines indicated in the report of 
a joint Study Team consisting of a senior offlcer of the Planning 
Commission and a senior offtcer of the State Government, in parti- 
cular in regard to the commissioning by 1975-76 of the fertilizer and 
soda ash plants. He a h  stated that he was considering the question 



' C  of forming a Corporation for organidng the manufacture and ex- 
port of salt from Tuticorin. The Chief Minister further indicated 
that the State Government would agree to meet by means of loan 
to the port half thd deficits that would accrue to the port, in the 
initial years, the loans being repaid from the net surpluses genera- 
ted in subsequent years to the extent of 50 per cent of the net sur- 
pluses or the quantum of the loan, whichever was lower. 

In this context, approval of the Cabinet was solicited to the 
following proposals:- 

(a) The Tuticorin Port Project a t  an  estimated cost of Rs. 24.40 
crores be approved; and 

(b) necessary funds including the foreign exchange be pro- 
vided to enable completion of the project, the precise 
provision to be made in 1968-69 and in the Fourth Plan 
being considered from year to year. 

2.6 The Cabinet considered the proposal and accorded sanction 
to the construction of a deep sea harbour at Tuticorin. The adminis- 
trative approval to the Project (at an estimated cost of Rs. 24.40 
crores) was issued on the 3rd June, 1968, vide the Ministry of Trans- 
port & Shipping (Transport Wing) letter No. 2 4 P  DII (26)/67, dated 
the 3rd June, 1968. As stated in the Audit Paragraph, the Project 
consisted of a deep sea harbour (30 it, draft) with six alongside 
berths (ond each for coal, salt, cement and fertiliser and two for 
general cargo and one mooring berth for naptha. In July 1969, 
sanction was accorded for the deep sea harbour with four berths 
(one each for coal, salt, cement and general cargo) at  a cost of 
Rs. 21.76 crores. 

2.7 The Committee desired to know the actual amount of traffic 
handled at the Port as compared to the above mentioned projec- 
tions, during the years 1970-75, and the reply furnished byb the 
Ministry is reproduced below: - 

"The port of New Tuticorin which was opened for par t id  
tramc was declared a major Port on the 11th July, 1974, 
and it handled a liquid cargo of 75,000 tonnes (approx.) 
during the year 1974-75." 

As regards the traffic (both imports and exports) handled by 
the minor Port a t  Tuticorin, the Committee have been informed 
during evidence that in 1970-71 it was 6,04,597 tonnes, in 1971-72 it 



was 10,22,729 tannes; in 1972-73 it was 10,26;853 tonnes; in 1973-74 
i t  was 9,70,607 tonnes and in 1974-75, i t  was 9,60,176 tonnes. 

2.8.. A study Group of the Committee, during their visit to Tuti- 
corin in October, 1975, were informed that as against the original 
projection of 5 lakh tonnes of salt, only 2.5 lakh tonnes were being 
exported a t  present. So far as POL was concerned, the Port  had 
handled only 75,000 tonnes in 1974-75. Export of cement was only 
1.5 lakh tonnes against 6.00 lakh tonnes. 

Projections for the future 

2.9 The principal commodities handled a t  the port of Tuticorin 
a re  salt, coal, cement, fertilizers, cott,on products, other cargo etc. 

The following are the four major industries now being set up 
around Tuticorin area:- 

(1) Naptha based Fertilizer Plant under M/s. Southern Pet- 
rochemicals Industries Corporation Ltd. (SPIC). 

(2) Soda Ash Plant under M/s. Tuticorin Alkali Chemicals 
Ltd., (in collaboration with M/s. SPIC). 

(3) Heavy Water Project (Department of Atomic Energy). 

(4) Thermal Power Station (Tamil Nadu Electricity Board), 

In addition to the above, the Tamil Nadu Government has also 
set up a Salt Corporation to assist the small producers of salt in the 
area. 

2.10 The Working Group for the Fifth f i v e  Year Plan for Ports 
estimated in 1973 the traffic a t  the Port by the end of thc Fifth Plan 
period (1979-80) to be of the order of 44 lakh tonnes as per details 
given below :- 

- . -- - 
(In lalch ton~cs)  

. . . . . . . . .  Salt 4' 70 

. . . . . . . . .  cual 1S.w 

. . . . .  Steel & MaJlinrry . . . 0'  50 

Fertiliwrs . . . . . . . . .  7' 70 

Other Cargo . . . . . . .  12-60 
I _ _  

TOTAL . .  43' 50 - - 



2.11 The Committee called for the Report of the Working Group. 
The following &tracts from the Report are pertinent:- 

"4.1 The Working Grou-has ascertained the estimates 
of traffic expected to be handled by major ports by the 
end of the Fifth Plan period (1978-79) in consultation 
with the Port authorities and the various user-Ministries. 

4.2 POL & iron ore account for nearly two-thirds of the pre- 
sent traffic in our ports. Bulk commodities like POL, 
iron ore, coal, fertilizers etc. require specialised facilities 
for handling. Meetings were held with Ministrses concer- 
ned to determine the likely traffic in these comm-odities 
looking to various development schemes under execution 
or proposed for Fifth Plan, the likely markets for exports, 
our requirements of imports and such factors. The esti- 
mates thus prepared cannot be taken as final until the 
respective plans of the user-Ministries are finalised and 
approved by the Planning Commission. 

4.3 In regard to coal thc workinq eroup could get only partial 
informati011 from the User Ministries and in respect of 
salt also the Industrial Development Ministry could give 
certain information only in respect of Kandla and Tuti- 
corin and minor Ports. 

In working out the trafEc projections for the fifth Plan period, 
the Working Group had taken into account mainly the 
traffic pattern and its volume during the Fourth Plan 
period. In the Fourth Plan, it was anticipated that the 
traffic handled by major Ports would increase from about 
55 million tonnes in 196&69 to 75 million tonnes in 1973- 
74, * * *  * * *  A m3jor part of the increase in traffic was 
expected to come from specific bulk commodities includ- 
ing POL (5 million tonnes) iron ore (10 million tonnes) 
fertilizzrs and fertilizer raw materials (3 million tonnes) 
and from general cargo to the extent of 6 million tonnes. 
***  ** The t r m c  has not, however, increased accord- 
ing to the anticipations durinq the first three years of 
the Plan. The t r a a c  handled was about 55 million tonnes 
in 1969-70 and about 56 million tonnes in  1970-71; in 
1971-72, it was about 60 million tonnes *** *** In the 
last year of the Fourth Plan, the ports anticipate a trafac 



of about 66 million konnes which falls short of the Fourth 
Plan target of 77 million tonnes by about 11 million 
tonnes." 

Dealing in detail with specific commodities handled at the Tuti- 
corin Port, the Working Group observed in their Report:- 

Coal 
4.33. At present, coal t ra5c  is predominantly coastal. In the 

past, Indian coal was also one of the commodities pf exports to 
Burma and Ceylon, but now the export programme has stopped. 

4.34. At present, coal resources are at  RanigungaIJharia Coalfiel* 
in the immediate hinterland of the Calcufta Port. Traditionally, 
coal requirements in the south and in the West Coast have been met 
by coastal shipment of coal from Calcutta. What was despatched 
from Calcutta Port was received mainly at Madras and CocMn 
Ports. The figures of traffic handled a t  Calcutta Port from 1960-61 are 
given below: - 

Year Coal Traffic 
(In lakhs of tomes) 

1970-71 . . . . . . . 6.60 
1971-72 . . 7-86  ___ - .- -- -- .- ---- ~-+- 

4.35. The reasons for the decline of coastal traffic from Calcutta 
Port are manifold, namely: 

(1) Coastal traffic is entirely restrickd to Indian bottoms. The 
freight rate on coal is low. The sea freight is now being 
subsidised by Government to bring it at  par with railway 
freight to same destination. 

(2) The telescopic railway freight on coal movements en- 
couraged railway transportation of coal to distant areas. 
This caused unnatural competition with coastal shipping. 
The national exchequer suffered due to the built-ih sub- 
sidy in  the telescopic freight rate. The Railways were 
the biggest consumers of cod in the south and in the west, 



I MeseUsat;lon of kpmotives reduced railways' coal 
quiknents in these areas. With the doubling of railway 
track to southern zones, Railways had decided in 1963 to 
carry most of their coal requirements in the south all- 
rail !route. This was an essentially uneconomic opera- 
tion of railway wagons. 

(3) The industries in the south and the west, which were 
depending on steam, also progressively switched over to 
fuel oil. * * * 

(4) ** the deterioration of draught in the river ** often 
compelled collieries to leave the (Calcutta) port with 
less than full load. 

(5) The economics of coastal coal movement was more vitally 
affected by inadequate and ineaci'ent unloading facilities 
at  destination ports.** 

4.41. Assuming that the entire coal requirements of Tuticorin 
Thermal Plant (1.2 to 1.8 million tonnes) would move from Calcutta 
Port to Tuticorin Port and that the entire requirements of the Tamil 
Nadu State Electricity Board (about 5 lakh tomes) would move 
from Calcutta to Madras Port xxx xxx xxx, the coastal move- 
ment of coal traffic projections through major ports by 1978-79 may 
be tentatively pitched at 39.20 lakh tonnes. Apart from this, the 
possibility of fore@ export of coal shipments to Bangladesh is also 
bright. The break-up is as under:- 

I n  lakh tw-rles 

Culcutt a,Maldia . . . . .  1 8 . 7 ~  

Madras . . . . .  4-00 

&&in . . . . . . . .  1-00 

Mormugao . . . . . .  0.50 

Turicorir . . . . . . . . .  1s-00 



4.43. With the commissioning of the new coal loading plant at 
Haldia, which has a fast loading capacity of 2,000 tonnes per hour, 
the Cslcutta Port Trust apprehend that there would be bottlenecks 
in the fast unloading of the  collie^ a t  destination ports like Mad- 
ras and Tuticorin in the south and Gujarat port in the west, presurn- 
ably a t  minor ports at  Gujarat. 

Salt 

Two major Ports namely, Kandla and Tuticorin would load 
salt for coastal movement to other Ports. The traffic as 
estimated by the Ministry of Industrial Development for 
coastal loading of salt through these ports by 1978-79 is 
about 4 lakh tonne-0.27 lakh tonnes from Kandla and 
3.7 lakh tonnes from Tuticorin. * * * 

4.47. The table given below shows the export of salt by India to 
various countries since 1958:- - p- 

Year Japan Other African & Total 
Easter? Middle 
Countnrs East 

Cou~tries 

The export to Japan has completely stopped because the Japa- 
nese want a higher loading rate and facilities for loading in  bigger 
ships. 

4.48. The anticipated export of salt by the end of the Fifth Plan 
was assessed to be only 3.5 lakh tonnes (2.5 lakh tonnes from Kandla 
and 1 lakh tonnes from Tuticorin). 



4.50. 1 M I 

The Group has pitched the export of salt by 1978-79 a t  4 Iakh 
tonnes (3 lakh tonnes from Kandla and 1 lakh tonnes from 
Tuticorin) ." 

2.12. In regard to the development of the industries mentioned 
in para 2.9 above, the Committee were informed during evidence in 
June, 1975, by Secretary (Transport) that: 

"Fertilizer complex has come up. Soda Ash Plant is a t  an  
advanced stage. As regards salt, certain steps have been 
taken by the Madras Government. There is a proposal 
for sanctioning a thermal station. I believe, the Planning 
Commjssion has already cleared it. Cement factories in 
the South are seeking to get their coal through this port." 

The representative of the Department of Fertilizers stated dur- 
ing evidence- 

"The ammonia and Urea plants are mechanically complete and 
trial runs are going on. They are expected to go into pro- 
duction next month. The NPK plants are expected to 
be commissioned later this year. The plants are expected 
to reach the optimum level of production in 18-24 months 
from thc  time of commissioning at the full licensed capa- 
city. The import traffic for supply of raw materials will 
be of the order of 7.5 lakh tonnes which corresponds to 
what has been taken into account for this port. This is 
the position with regard to fertilizer plant. 

the case of soda ash plant, the effect on the port will be 
small, because the raw material, i.e. salt, of which they 
will be using about one lakh tonnes, is available to them 
from the fertilizer plant. They will need coal; total r e  
quirement is about 13,000 tonnes much of which may come 
by coastal movement, but some may come by rail also. 
The soda ash plant is expected to be completed by the 
year 1978-79." 

About the Heavy Water Project of the Atomic Energy Commis- 
sion, the Committee were informed, after evidence, by the Deptt. of 
Atomic Energy that the plant, scheduled to be completed by early 
1975, was at the stage of erection of equipment and piping. Due to 
abnormal delays on the part of indigenous suppliers in maintaining 
delivery schedule and paucity of certain specialised services the pro- 
gress of work was being impeded and assuming availability of indi- 
genous equipment and materials by November, 1975 (scheduled 



Marc4 1974) the plant is expected to go into commercial operatton 
by Mid 1976. 

2.13. In the light of the latest position in regard to the setting up 
of the above mentioned industries, the future traPRc projections 
were reasses&, by an Ofkial Committee, having on it repreclenk- 
tives of various users' interests in the hinterland including repre- 
sentatives of the State Government, at their 5th meeting held on 
the 15th September, 1975. The following table shows the position 
as assessed by the said Official Committee vis-a-vis the earlier 8s- 
sessment of 1967 in the context of which the plans for the Tuticorin 
Port Project were drawn up and administrative sanction issued in 
1968. The statement also shows the broad position about setting up 
of the industries in the area:- 

commditg Luthra- OfficiPI Committee's Position of industries t o  be sct up 
TfGryuIni asscssmcnt made in 
Comm~ttee's September, 1975 
asscssLILent - 
of 1967 For For 
fortraffrc traffr traf6c 
in thr 4th in in 
p a r  after 1978-79 1980-81 
armmISS-  
ioning of 
Proie ct 

(In lakh tonnes) 

C o d . .  . 6.00 3- 59 18-50 T t ~ c  incr:asc is due to deasion of 
Tamil Nadu State Govt. to eet 
up a Thermal Powcr Surdon 
ar Twicori:.. Two Units d 
1x0 MW each requiring 1 2  lakh 
to:inca p:r &mum have illrco4J 
k e n  sanniolzd. &lay in 
m~!erisli~ution of coal trnflic 
i s  boarcvcr duc to SOUIF slim 
a -a i n  the conotrucrbn of 
7% nrul Powir Starion for 
arfiicb two 2x0 MW udts have 
so far bten sanctioned. 



Fertilizer Products Ir-itially the total t r d c  estimated 
for dry aad wet raw materials 

Raw h4aterials I andp:+ucts for kr!iliscrsplaot 
P.O.L. I 5 '50  was  est~matcd at 8.w lakh 

rr to7nes. It is now tstimated to 
to:d 8-90 lakh to n* s for ferti- 
liwr and soda ash 
a b r e d ~ u p o f 3 - ~ 1 a k ~ ~ ~ % 1 ~ ~  
dry u r g  (Ro+phnphates, 
sulphur munare of potash? 
a ~ d  5-50 lakh tomes of wet 
cargo like Nap-ha fucl oil etc. 

Tn: ferr~l~ser complex of Mls, 
Sourhir! Pet ro-Chenucals 
has go'e into producttor. in thc 
last wue k of June 1975. Hcavy 
water pirnr of Dtprt. of A t m c  
Elergy 1s cxpccted to go Into 
product~on by rmd '76. Tuti- 
cori:? Alkalrch btlr g ref up to 
produce soda Aqh and ammo- 
nium cNondc IS expected to go 
wto produc"~o-. l r  1977-73. 

Othcr 0 1 g o  7' 10 3'03 3 . c ~  Covers traffic of illcminite sand 
bunker traffic, nw ashew, dry 
fish, g gctins, fcrtilisers etc 

or say or say 

22'00 37'M 

2.14. The meeting of 15th September, 1975, was held under the 
Chairmanship of !he JoLl t Sec: eiary, Ministry of Shipping and 
Transport. and x a s  attended by representatives of the Governmmt 
of Tamii N ~ d u ,  Ministry of Ind.xstria1 Development, Port of New 
Tuticorill, Department of Salt. Tamil Nadu Electricity Board, South- 
ern Railway, Indian Oil Corporation, State Trading Corporation, 
SPIC, the Salt Industry and the Cement Industry. 

The Committee find from the minutes of the s d d  meeting that 
the Chairman informed the members inter aha that the Central Gov- 
crnmcnt had written recently to t h e  Tamil Nadu Government sug- 
gesting the formation of a Greater Tuticorin De~elopment Autho- 
rity to plan and co-ordinate the development of the neighbourhood 
of Tuticodn indtistrially, now that a modern port outlet had been 
provided and that this could also improve the economics of the Port 
functioning. 



The discussions and decisions in respect of commodity-wise pros- 
pects of traffic were recorded in the minutes in the following terms:- 

1. Salt: 

The Dy. Salt Commissioner stated that projection of a 
traffic of 5 lakh tonnes of salt in the last meeting wes on 
the high side. Calcutta buyers were not lifting from 
Tuticorin as expected and STC could not find foreign ex- 
port market. According to him, 4 lakh tonnes would be 
the maximum shipment by 1978-79. Shri M. M. Subra- 
manyam agreed with the assessment made by the Dy. Sdlt 
Commissioner. He felt that the shortfall would be not 
on account of fall in production, but on account of adverse 
conditions of the market and shipment. Shri Subrama- 
nyam cited (i) the recent increase in shipping freight 
which resulted in the expenses rising to Rs. 101- per bag 
of salt by sea as against Rs. a / -  by rail, (ii) the discrimi- 
nation in sea freight in favour of Saurashtra Ports- 
Rs. 93.60 per t ome  for a distance of 2400 nautical miles 
from Saurashtra ports to Calcutta as against the freight 
of Rs. 89 35 for 1383 nautic,?l mile.; from Tutlcnrin to Cal- 
cutta and ( i i i )  paucity of s'n:p~ t o  l ~ f t  sa l t  He made re- 
ference to the poor share of the Tutjcorin salt jn the 
forei,gn export--only 14000 tonnes out  of 4 lakh tonnes. 
The Chairman said that the present difficulties in unloud- 
ing salt at Calcutta would cease with the eommiss~oning 
of the Haldia port bv March/June, 1976, and  the induction 
of 18.000 DWT Rumanian carriers for the  coastal move- 
ment of coal. He added that  Government hod aypolnted 
cnnsult,;nts to 20 :ntn the  question nf hnndl in~  salt  through 
Indian ports in  an efficient n*ay and suitable actinn would 
be taken based r q  thcir report He ~uggcsted that the  
salt interests could ha\ve discussion.; with thr Chairman, 
Calcutta Port wlth regard ti\  the specific rc~,juirrrnent in 
unloading salt 2t C51cutta/H:ildia The C h n i r m ~ ~ l  ~ n : f o r ~ -  
ed the suggestion of Shri Subrnmanynm t.hat STC should 
explore the possihilitv of exporting more snlt from Tutl- 
carin especially to Korea, Taiwan, Phil~ppfnes and Singa- 
pore where there is good market The Chainnnn wanted 
the STC to furnish the export projection of snlt far 1978- 
79. 

2.2. Explaining the set up of the Tamil Nndu Salt Corporatleq. 
the Dy. Secretary (Salt) stated th3t the Corposstian start 



ed functioning from January 1975 and had developed 500 
acres out of 5500 acres proposed in Ramanathapuram Dis- 
trict; 2.4 lakh tonnes could be harvested after 4 years 
when the entire area was developed; of this, 1.5 lakh 
tonnes would be consumed by salt-based industries in 
the area; it was expected that by next year, 15,000 to 20,000 
tonnes of industrial grade ~ a l t ~ w o u l d  be produced and sup- 
plied to the salt-based industry in Tamil Nadu. Explain- 
ing the possibility of exporting 1 lakh tonnes from the 
Ramanathapuram area when the full production was on, 
the Dy. Secy. (Salt) stated that on account of the lead of 
65 KM by road and 45 KM by sea to Tuticorin, the Salt 
Board had requested the State Port Officer to study the 
feasibility of developing minor port at Vallinokkam. The 
Chairman wanted to know the action taken by the Salt 
Corporation to devehp the areas around Tuticorin Port 
for salt activities. The Dy. Secretary replied that most 
of the suitable areas had already been developed and no 
further suitable areas could be located; a t  the most a n  
increase of 20 per cent alone could be achieved. Chief 
Engineer and Administrator, PNT enquired about the pos- 
sihility of dcvelopmcnt of the sand quarry area of 1047 
acres of PST for salt cultivation after the sand was re- 
moved. Shri Subramanyam intervened to say that this 
area was not suit;tble for salt cultivation. Concurring, 
the Dy. Sccy. added that SPIC required about 600 acres 
of the sand quarry area for their emuent disposal. 

2.3. The proposal to develop the Vcppalodai port about 22 KM 
from Pcrt of New Tuticorin also came up for discussion. 
Thr Chnlrnmr: nbsr,i.vt*d that dcvcloprncnt of Minor Ports 
in a close proximity of the Major Port would adversely 
affect the traftic through thc hlajor Port and negate the 
economic justification far its development. In making the 
study of developing the minor ports. he wished it to be 
noted that the rntc bf loading at  the majoy port would be 
5 times marc than that in midstream in any minor port. 
The Chairman sd&d that a port for exporting salt may 
nnswcr to local needs, but it would not be in the larger 
interests of the country as 8 whale. as any investment 
should have legitimate return also and in this particular 
case, neither the minor part nar the major port could 
function profitably. If more salt is produced in thc area, 
the surplus for export should be located from the salt pr* 



duced near the Major Port of Tuticorin, so that (1) the re- 
quirements of export via Tuticorin are met and (2) avoid- 
able investment in a minor port nearby is avoided. 

2.4. It was concluded that 5 la& tonnes-4 lakh tonnes coastal 
and 1 lakh tonnes export-would be available for trafiic 
through Tutimrin by 1978-79. 

2. Coal: 

3.1. At the last meeting of Official Committee, the coal traffic 
was projected as 16.8 lakh tonnes. The Chairman quoted 
from various reports to show that he hod been getting 
varied figures regarding coal movement by 10713-79. He 
requested the numbers, inv~tees to C. w e  a correct assess- 
ment of the coal movement. 

The Chief Enginc~ri'Projects and Constn.. TNEB inform- 
ed the Committee that work on the Thermal Station a t  
Tuticorin was getting dela?.cd on account of certain Annn- 
cia1 constraints. The gestation period was normally 34 
years from the date of approval December 1973, 7.e. the 
first unit would be due for commissioning in mid-1977 3 r d  
the second unit in mid-1978 But. on account of t h e  finan- 
cial constraint and delay. the  estimatcrl co$! had cscalatcd 
and the original schedule cvould not be ~ d h e r c d  to H e  
gave the revised time schedule as, first unit by Decembw, 
1978 and the second unit latest by December, 1979. Be- 
cause of the dippages in the original time schedule the im- 
port projection had also undergone revision 8s stated 
below :- 

The Chief Engineer/TNEB added that the proposed coal 
handling plant would cater to the nee& of other consum- 
ers also to the extent of 6 lakh tonne5 per annum He 
made it clear that the provision of 6 lokh tonnes in the 
design of equipment did not take into account the require- 



rnents of SPIC. The year-wise requfrement of coal for 
other consumers was projected as below:- 

To a query from the Chairman the representative of 
SPIC informed that no dccision could be taken as yet with 
regard to their requirements of coal since there was some 
rethinking on the issue of conversion of their boilers to 
cod-burnt ones and the advice of the Central Govern- 
ment on this subject was awaited. The Chairman request- 
ed SPIC to pursue the matter and expedite the same and 
furnish firm figures to TKEW beforc 31st October, 1975, 
the datc ~ e t  by TNEB to finalise the design of the coal 
handling equipment and place orders on their suppliers. 

The representative of TNEB informed that their consul- 
tants i.e. Tata Consulting Engineers have sough? the ad- 
vice of M/s. Swan Houston Engg. Co., Canada and they 
had themselves contacted W s .  Clarke Chapmen Ltd., 
U.K. through Mi's. Jessops who would be the suppliers of 
the coal handling equipment. Since the Ministry cf Ship- 
ping and Transport had also taken up  an integrated system- 
study for the movement of coal from coal mines to the 
consumers' point, he wanted the Ministry of Shipping 
and Transport to expedite the studies so that the handling 
arrangements could be finalised and orders placed early. 
The Chairman advised the TNEB to write to him giving 
full details of the consultancy arrangements which t he  
W E B  had undertaken. The representative of the TNEB 
wanted a final decision on thie quantum of coal to be 
handled in PNT before 31st October, 1975. 

In reply to a representation from the representative sf 
TNE3 the Chairman observed that no land inside the port 
premises would be given an outright sale since &at was a 
policy decision of Government and there was no precedent 
in that regard. He a d d d  however that he wodd cansider 
giving clearance to enable TNEB to take loan on the land 
It& out. 
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3.5. As regard the coal requirement for Southern Railway, the 

Dy. Chief Mechanical Engineer (Fuel) informed that it 
was around 30,000 tonnes per month. He indicated that 
it mjght come down after 1978 by about 5 to 7 per cent per 
annum due to the proposed dieselisation of !ocornotives. 
T h t  was considered negligible not warranting an altera- 
tion of the assessment already made. 

3.6. The representative of the India Cements indicated that 
their requirement would be in the order of 1.2 lakh tonnes 
per annum. He said that they were moving for the pre- 
sent, all the quantity by rail and if all-sea rate would be 
economical with the reduction in freight, which the higher 
rate of loading/unloading promises, they would consider 
moving the entire quantity by sea through Tuticorin 
Port. 

3. Cement: 

4.1. In the 4th Official Committee meeting. the trafic of cement 
export was est~mated a t  6 lakf: tonnes per annum. The 
Chief Cement Officer. Ministry of Industrial Development 
expressed that the above figure was very much on the 
high side. On account of the establishment of number of 
cement factories i n  the eastern region as  well GS 

region these regions had attained certain amount of self- 
sufficiency. W ~ t h  the incrcase in the consumption in the 
southern region, surplus therein was also getting reduced. 
Drawing attention to the downward trend in the intcr- 
national market, he pointed out thot as against t he  target 
nf ti0 WK) tnnnes { ~ f  forciqn cspnrt upto Nnvembcr 1975. the 
actual shipment was only 25,800 tonnes. The buvers had 
not opened Letters of Credit. so much so. even for the 
latter half of the year the shipments might not bc as orf- 
ginally profframmed, He, however, felt that i t  could rca- 
sonnblv be assume4 that t he  export p d h l l i l y  by 1978-79 
would be 1.5 lakh tonnes. 

4.2. As regards fertilisers, the representative of SPIC said 
that the projection made by the Omcial Committc  in the 
4th meeting would hold good and there was little pros~Wt 
of any increase. The CEdrA, PNT enquired about the 
prospects of the Industrial Rcfinmy. I t  was clarifierf by 
the representative of SPlC that the Japanese hcd not pUr* 



sued the interest shown at that time on account of the hike 
i n  pricej of petroleum products. In response to a query 
from the Chairman, SPIC's representative said that there 
was no possibility of movement o their products through C coastal ships in view of the element of freight being pegg- 
.ed at Rs. 40/- irrespective of the destination, in the price 
fixation by Government. If the sea-freight structure would 
be made comparable wish the railway freight, there would 
be a possibility of 50.000 tonnes of Aniahed fertilizers be- 
ing moved per annum to Andhra, Maharashtra e t ~ .  through 
the Port. 

4.3. The representative of SPIC added that they were adversely 
affected by the decision in not nominating the Tuticorin 
Port as a Pricing Point for P.O.L. products. The Chairman 
said that he would look into the report of the Oil Pricing 
Committee which had recommended Pricing Points ocly 
at  ports where refineries are located. 

4.4. Regarding the disparity in port charges raised by the 
IOC, the Chairman explained that the Port of New Tuti- 
corin, as any other port, had fixed the charges on the 
basis of settled principles of return on capital. He agreed 
to look into the matter if there were wide disparities. 

4.5. The represeatetive of IOC said that the projection of 
Naphtha import might be firm at 3 lakh tonnes per an- 
num, whereas the prospect of furnace 011 might vary & 
pending upon the conversion of the plant of SPIC from 
oil burning to coal burning and the requirement of fur- 
nace oil for seeendary burning at the Thermal Plant in 
addition t o  coal. However, between the two together the 
total tramc through Port of New Tuticorin might be taken 
as 2.5 lakh tonne of fuel oil. The representative cf 'I%EB 
said that for sccondary burning, the requirement of fur- 
nace oil could be around 60,000 tonne3 per annum. 

3.1 On the proposed paper plant referred to in the last meet- 
ing, them was no further news. The State Port Ofacer 
said that though the beneficiated ilmenite shipment was 
affected during 1974 on account of the power cut, p n r s w  
tfvc Ynfac could be taken as 25,000 tonnes per annum. 
"Ihe IOC . r t pnmta t ive  said that the bunker t r aac  would 



be around 1,000 tonnes per month. The representative of 
STC indicated the import of raw cashew as 15,000 tonnes 
per annum and export of dry Ash as 3,000 tonnes per 
annum. 

5.2. The Port Officer indicated that there was a traffic of 2 
lakh bnnes  per annum in foodgrains and fertiliser through 
the Minor Port. It was felt that this traffic might contl- 
nue a t  the same level in view of the necessity of ships to 
lighten before their visit to other ports. It was agreed 
that the general cargo traffic through the Minor Ports to 
the extent of about 66,000 tonnes per annum might not 
show any appreciable rise. On the whole the other cargo8 
traffic was expected to continue at the level of 3 lakh 
tonnes per annum. 

5.3. Discussing the impact of conversion of rail track fram 
metre gauge to broad gauge, the Addl. Chief Operatmg 
Supdt, said that the construction of the Trivandl urn- 
Tirunelveli line cia Nagercoil would be completed only 
by October 1978, while the Ernakularn-Quilon line wcwld 
be ready by November 1975 and the Quilon-Trjvandril~n, 
line by March 1976. He added that the sumey repcrt fcr 
linkmg up Tuticorin on broad-gauge lines from Karur n o  
Dindigul-Madurai-Maniyachi had been submitted to Go\- 
ernment. 

6.5. The position of traffic estlmate was summed up  as fol- 
low?~ :- 



I 2 3 4 

Sulphur . 0.80 0.80 

Liquid : 

Naphtha . 3 3 . 0 0  

5 0:hrr Cargo . . , 3 cc 3.00 
7- - 

T ~ A L  . 2 1  9c 36 90 
or c'r 
22.00 37.00 

2.15. I t  would be seen from the statement in para 2.13 above that 
the trefffc projections for 1978-79 have been scaled down in respect 
of coal, salt, cement and otber cargo. It  is only in respect of coal 
that the t re f i  is expected to increase considerably in  1980-81 (18.50 
lakh tonnes as compared to 3.50 lakh tonnes expected during 1978- 
9 Also the total traffic in 1978-79 has been assessed as only 22 
lakh tonnes as against the earlier (1967) assessment of 35.10 lakh 
tonnes at the end of the Fourth Plan. In 1980-81, the traffic is ex- 
pected to go up to 37 lakh tonnes due to anticipated increase in im- 
port of coal. 

Caprtal Inuestment and rate of return 

2.16. As already mentioned in Chapter-I, the latest estimates of 
capital expenditure on the Tuticorin Project (including additiond 
items like coal berths, additional tug etc ) have been put a t  Rs. 46.30 
crores. Out of this amount, the expenditure upto and including 
1976-77 has been put at Rs. 41.80 crores. The capital expenditure 
during the next three years is estimated to be Rs. 1.50 crores in 
1977-78. Rs. 2 crorws in 1978-79 and Rs. 1 crore in 1979-80. 

2 17 In additton to the above mcnt~cmed captal  expenditure, i t  
has been presumed that at thr end of 20 years from 1976-77, floating 
craft and handling cquiprnenta will need to be complekiy replaced 
as their useful life is assumcld to be 20 years The total capital ex- 
penditure jnvolved in this replacement has h e n  assessed to be 



10 crores spread over a period of four years as follows: 

L 

1992-93 . 2 crorcs 

1993-94 . 3 crores 

1994-95 . 3 . 5  crorcs 

1995-96 . 1 . 5  crorcs 
-. 

I t  has been stated that the Project cost has gone up due to taking 
up of certain new items of work like cod  jetty, permanent oil jetty, 
procurement of additional tug, construction of shipway and addition- 
al buildings costing approximately Rs. 624.54 lakhs necessary for 
the latest trafac projections. 

On the revenue side, the Ministry have assessed the expected 
income keeping in view the rates of Port charges now prevailing 
a t  the adjacent major Ports of Madras and Cochin, with an increase 
contemplated from 1978-79 onwards when all the facilities and infra- 
structure for handling trafEc, including mechanical loading plant for 
salt are expected to be ready. 

Economic Appraisal 

2.18. Based on the above mentioned data of capital expenses, pro- 
jectiqns of anticipated traffic and rates of port charges, the revised 
estimates of operating expenditure, and providing for an interest 
rate of 5.75 per cent per annum* on the capital employed on the basis 
of the rate of Government lending to Ports prevailing at the time of 
sanction of the Project, the Ministry have worked out the cash flow 
position in respect of the Port by two W e r e n t  methods, namely:- 

(1) If no portion of the Capital expenditure is treated as 
grant; and 

(2) Tf 20 per cent of the initial capital expenditure on civil 
works Ls treated as an outright grant as per recommenda- 
tions of the Major Ports Commission, 1970, for this Port. 

ST~: rate nfintetnt at11 hrve to b d ~ c c d  by GWt. UdtS ! h C t l ~  31 ef lhc mb* ports 
A::, 1 9 5 3 .  drr r  th.: minlgzrn:nt of th: Part 13 h m i d  over to a Port Trust Rurd under 
th: said Act. 



According to the method a t  (1) above, based on the net present 
worth method of appraisal, an internal rate of return of 7.57 per cent 
can be expected and the Port will have a cumulative surplus of 
Rs. 2127.87 lakhs at  the end of 30 years aft.& cc~mmissioning. 

By the method a t  (2) above, an internal rate of return of 9.1 per 
cent can be expected and the Port will have a cumulative surplus 
of Rs. 2914.53 lakhs at  the end of 30 years. 

The detailed note on the Economic feasibility of the Project fur- 
nished by the Ministry:*. along with the various statements forming 
basis of the figures indicated in the Note, is appended at Appendix 11. 

Zte. The Committee note that the traffic estimates at the time 
of conoiderafion and approval of the Tuticorin Project by the Union 
Government in 1967 were 35.10 lakh tonnes in 1975-76 (viz. in the 
Fourth year after commissioning of the Port originaUy expected in 
1971-72). The traffic projections for the Tuticorin project have b e m  
undergoing changes from time to time, the latest being those given 
in the report of the Working Croup on Ports, 1973 and the minutes 
of the meeting of the Official Committee held at Madras in Septem- 
ber, 1975. The Committee note with concern that while the port 
would be completed this year. traffic in U78-79 iq now expected lo  
be no more than 22 lakh tonnes and it is only by 1980-81 that the 
tra& is expected to reach 37 lakh tonnes. This slow rate of growth 
d traffic is bound to affect adversely tbe economics of the Tuticorin 
port. 

2.20. Broadly speaking, the traffic projections for 1W-R1 indieate 
that nearly 50 per cent of it would be contributed by coal. I t  is per- 
tintrtt to recall that while the original e.*timate for coal at tbe time 
of sanction of the Project in 1967 was six ltlkh tonnes. according to the 
latest projections, it wo~rld he 18 lakh tonnes by 19(U)-RIj a threefold 
incr twt  

In this connection. the Committee would like to recall tlw obser- 
vations ntsdc by the representative of the Ministry of Shipping and 
Transport at the m e t i n g  of the Official Cornnlittee in September. 
1975 that varied figwlr regarding coal movrntrnt wcrtb bt.~ur: &en 
by the cmccrnml authorities. I t  is d w  noted that the bulk of tbis 
coal traffic relates to two thern~al units of 210 MU' each which are 
to come ap nt Tuticorin. There has hcen admittedly delay in ad- 
hering to the srhedde fur installation of t h e e  thermal units. prin- _ _ - __ _ .  _.- - _ --_--- - - -- -- - - - - 

'Not \.c.ttcd b!' A u d ~ t  



cipallg because of financial constraints and according to the OfBcial 
Commhtee, the latest projections of coal trafiic are as follows:- 

It is being assumed by the authorities that there would he import 
of coal to the extent of 6 lakh tonnes in 1981-82 for other general 
consumers (excluding fertiliser and POL industries) as per projec- 
tions given below:- 
-- - - - - -- --- --- - - - - - - 

19'3-'g t f; lakh tcmnvs 

It is understood that the Ministry of Shipping and Transport a m  
undertaking an integrated study for the movement of coal from the 
coal mines to the consumer points, while independent  consultant^ 
had been appointed by the Tamil Nadu Electricity b r d  a b u t  the 
quantum and manner of handling of coal for the thermal stations. 

The Committee need hardly point out that there should h a w  
been the closest coordination between the Ministry of Shipping and 
Transport, Tuticorin Port and the State authoritiek so that an integ- 
rated scheme for handling of coal for the thermal htation~ was devis- 
ed and implemented. The Committee urge that this lacuna should 
be rectified without further delay so that the designs fur the coal 
herths and otber handling equipment at Tuticorin port serve k t  the 
requirements of the thermal units and make for eRicient and ccoao- 
mic handling of coal at  the port. The Committqe would also like 
Government to keep a close watch on the actual progretir made in 
setting up of the Tbtrmai units. In particular, special watch has Lo 
be kept about the proposed third Thermal Unit as it would entail 
import of an additional 5 lakh tunnm of coal. 



2.21. The Committee also note that the cement factories in the 
area are moving coal to the extent of 1.2 lakh tonnes per annum 
through the all-rail route. The coal t r a l c  for cement factories could 
be attracted if the sea freight rate was made more competitive. The 
Committee stress that the requirements for other consumers, particu- 
larly the cement factories and the fertiliseriactories, should be gone 
into in detail and a firm decision taken ahout the quantum and man- 
ner of handling of.coal for these users so that facilities could accord- 
ingly be built into the berths which are under construction. 

2.22. The Committee cannot too strongly stress the need for tak- 
ing concerted measures to see that the projected coal trafic at  Tuti- 
corin p%rt aoes materialise, for this constitutes as much as 50 per cent 
of total projected traffic for 1980-81. 

2.23. As for salt trafic, the Committee note that according to the 
original projections as much as 8 lakh tpnnes were expected to be 
exported from Tuticorin port. However, according to assessment 
made in 1973 by the Working Croup for the Fifth Pian, the earport 
of salt from Tuticorin would be no more than one lakh tonnes. The 
detailed review carried out hy the official Committee at the meeting 
held in September, 1975 hroaght out that there has been a variable 
change in the toreign export market of salt and the maximum that 
could be expected to be shipped in 1978-79 through Tutirnrin would 
he 4 lakh tonnes. I t  was also brought out that apart from paucity 
of ships to lift salt, there was a discrimination in sea freight rate in 
favour of Saurashtra ports, while the all rail freight was cheaper by 
Rs. 2 per bag as compared to the ail sea route. The Central Govern- 
ment was understood to have appointed recently a Consultant to go 
into the question of handling of salt from Indian ports ia  an eff lrht  
manner. 

The Committee arc greatly concerned to note that the Tamil N h  
Salt Corporation are seriously urging the developneat 01 minw 
ports at  Vallinokkam and Veppalodi, which are within a distance of 
a few kelometrcs from Tuticorin port, for the export of salt. They 
agree with the Chairman of tbe OfIicial Committee that ''the deve- 
lopment of minor ports in such a close proximity of the major pert 
would adveacly affect the traffic through the major port and negate 
the ccortomic justification for i k  development". The Committee 
ktrongIy stress the need for maintaining tho closest coordination 4 t h  
the State authorities and the Tamil Nadu Salt Corpomtkrn so as to 
stw that al l  desired facilities as arc provided at Tuticorfn port ts 
handle salt traffic and that there is no of dewloping eltor- 
native minor ports nearby for handling s d t  trsftic as this wonld very 



gravely affmt the sconomics of the pumt and h fact negate the justi- 
&ation for its development. The Committee attach much import- 
ance to this matter and would like to be informed within three 
months of the concrete action taken by Government in pursuance of 
this recommendation. 

2.24. As regards Fertiliser traffic, the Cornnuttee note that the 
anticipated traffic at the time of giving administrative approval t o  
the Tutlcorin P r o j t ~ t  was 8 lakh t o n n e  in 1975-76 (viz. 4th year 
after the commissioning of the Port then expected in 1971-72). As 
against this projection. the Official Committee in their meeting held 
in September, 1955, have placed reliance on a tetal traffic at 8.90 lakh 
tonnes in 1978-79 for Fertiliser and Soda Ash Plant, consisting of 
3.40 l a b  tonnes of dry cafgo (Rock-phosphate, sulphur and muriatc 
of potash) and 5.50 lakh tonms of wet cargo like Naptha fuel oil 
etc. It is understood that the fertiliser complex of M/s .  Southern 
Petrochemicals has already gone into production in June, 1975. The 
Heavy Water Plant of Department of Atomic Energy is expected to 
go into production by the middle of 1.976, and the Tuticorin Alkalies. 
being set up to produce Soda Ash and ammonium chloride is expect- 
ed to be in the picture in 197i-78 The Committee hope that these 
industries will actually come up as per schedule, and the traffic pro- 
jections now relied upon will nioterialise. 

2.25. Th Committee, howe\er, find that at the Official Commit- 
tee'* meeting held in September 1975, i t  was brought out by thc re- 
p rea t a t ives  of the SPlC (Fertiliser Group) that there was no pos- 
sibility of movement of the finished fcrtiliser products througb 
Tutieoria port as Government had decided that the element of 
freight would he pegged to FL*. 40 pcr tonnu irrcspcctive of the des- 
tination and the mode of transport. Itloueter if the sea-freight 
structure was made comparable with the railw ax freight, there could 
he a possibility of despatching 5O.W tonnes of finished [ertiliscrs to 
Andhra Pradesh. Mabarashtra. ctc. through the port. The Ctmmit- 
tee would like this matter to he examined hy Government at depth. 
in the interest of utiiising adequately the up-to-date facilities for 
handling of fertiliser etc H hich are k i n g  dewloped at Tuticorin 

2 26. Another point reqdiring urgent attention is about thc nomi- 
natmn of t h  Tuticorin port as a pricing paint far POI, products A 
firm decision d s o  needs to be taken about thr fuel which is  to be 
nsed in the hoitt*rs of the fertilirer plant. 



The Committee feel that as fertilisers (including raw materials 
and POL) would constitute the second largest bulk commodity to 
be handled a t  Tuticorin port, there is a need for close co-ordination 
with the representatives of this industry so as to offset all likely 
difftculties. Apart from administrative dccisions regarding the no- 
mination of Tuticorin port as a pricing point for POL products or 
rationalisation of the sea-freight structure for movement of fertili- 
sers, it is essential that the facilities provided in the port are such 
as would make for the most economic and efficient handling of the 
c o n ~ m o d i t ~  involved. 

2.27. It  is understood that the Central Government approached 
the State Government in the latter half of 1973 with a suggestion to 
form a Greater Tuticorin Development Authority to plan and co- 
ordinante the development of the environs of Tuticorin industrially, 
now that n modern port outlet was being provided. While the Com- 
mittee welcome this belated but essential move, they need hardly 
point out that the initiative in this behalf should have been taken 
either along with the sanction for the Tuticorin Port project or very 
soon thereafter. Meanwhile. valuable time has been l o 4  Govern- 
ment should always remember that a stitch in time savw nine. 

The Committee feel that the State being now under the Yresi- 
dent's rule, it should be easier to effect a closer co-ordination bet- 
ween different authoritits involved in the tasks of Greater Tuticorin 
Development. It must not bc forgotten that rapid development of 
tht. hinterland and the rewltant capacity to generate and absorb 
traffic are iridispensahle to the economic viability of Tuticorin port. 

2.28. The Committee would like to draw attention of Cove r~~men t  
to the state of rail transport facilities in the area, as these havc a dl+ 
tinct bearing on the traffic projection\ by sca for Tuticorin yort. A t  
the moment, there i 4  a perceptible improvement since the emer- 
gcnr), in tlw ropucrty of the Kailwlrys to carry and thc Rail- 
W U ~ S  have also rcdi~ccd the time for transit and in~prwed  rcali;~bilit>. 
There is also LI whe~ncb under in~pltrrr~c~rtation for conversion nf a 
portion of n~ctre-yrtuyc* to hroad-gauge on thc Southern Kailwa~ and 
u heginning hns alreacly bectr nradc in thi\ behalf with the coa~trut-  
tion of Trivundrur~r-Tir~~llclvc-li litw l , i  Sagarcwil The c\;ttbrit of 
lrnmr which would mo\e to tw from Tuticoriu by rail perticwlnrlv 
in hulk conunoditiw like ctrnl. fcrtrlisw and ,ult hm u close hearing 
on the tramftc to be hundlcd at Tuticorin port and thcreforr should 
hc closely studied fur taking correct investment decisions about faci- 
lities to bc provided at thc I'urt. The Committee would like the 
closest cu-ordination to tw muintoined hetwrcn the Ministry of Ship- 



ping aad Tranmgort and the Railway Authorities so that the invast- 
ment in the development of national infra-structure for transport 
through Tuticorin is regulated in the best overall interest. 

2.29. As pointed out earlier, the traffic projections for the Tutico~in 
Port have been undergoing marked changes from time to time and. 
according to the information at present available, the tratlic of the 
order envisaged may take a long time to be realised. The Commit- 
tee would like Government to make, in due course, a cr i t ic~l  study 
of the Tuticorin Project in order to see how far the projcclions of 
traffic assumed at the time of sanction of the Project had been ac- 
tually realised. so that it could provide valuable guidelines while 
scrutinising similar schemes in the future. The Committee cannot 
too strongly stress the need far observing priorities in undertaking 
developmental schemes because of the limited resources available 
in the country and the competing demands from various sectors, so 
that the existing resources are put to best use for generating deve- 
lopmental returns for further growth. 

238. The Committee have no doubt that Government must have 
kept a careful note of the offer made by the Chief Minister of Madras 
(now Tamil Nadu) State Government in Septcmbcr, l.967, that the 
State Government would be prepared to m e d  bp means of loan to 
the Port of Tuticorin half the deficits that would accrue to the Port 
to tbe initial years, so that this undertaking could be invokcd as 
required. 



CHAPTER 111 

AWARD OF CONTRACTS 

Audit Paragraph 

3.1. In August, 1969 the Chief Engineer and Administrator of 
the project called for tenders for the major marine civil engineer- 
ing Works i.e. (i) South breakwater includmg one pier head, the  
wharf, dredging and reclamation of wharf area; and (ii) North 
breakwater including two pier head., called hereafter as South 
breakwater and North breakwater respectively. 

The lowest three offers (there were \rar.ious conditions attached 
tn each of these offers) were as follows.- 

16  Flrm 'R' 4 1 5  

- - - 
T a k ~ n g  1ntL) consideration the  \.armus specla1 conditions s t~pula-  

ted by the  tenders their n f f ~ ,  u w c  evaluated bv the Chief Engineer 
and Admlnlstrator of thc project as follows - 

- -- -. - - - - - 
< M:!L 3 <.*kwxcr  N \rr h hreibvatcr 

- .  

Fu rn 'A' 

Thv offer of film 'A' ( R s  6.61 crorcs) WAS for rccli~mation from 
land source only and dld not inclue cast of d rcdg~ng  This d e r  
was not rcivmrnended bv the Chwf Eng1nec.r and Administrator of 
the project IIc r-ccornr;lcndcd ( J % l l ~ i l l . ~  1970) t r w ~ r d  of the con- 



tract for Fiouth breakwater to firm 'B'. Although firm 'B' was the 
lowest tenderer for the North breakwater, according to the evalua- 
tion of the Chief Engineer and f$drninistrator, he recommended 
award of the contract for this to firm 'D', the second lowest tenderer, 
as in his opinion firm 'B' did not have t'he capacity to execute both 
the works simultaneouslg. 

In February 1970. Government set u p  a Tcnder Commitlee con- 
sisting of Development Adviser. Ministry o f  Shipping & Transport, 
Chief Engineer amd Administrator of the  project and Financial 
Adviser and Chief Accounts Officer. Madras Port Trust, to examine 
the tenders. The recommendations of this committee were as 
follows:- 

South breakwater 

The Tender Committee evaluated the offer of firm 'A' as Rs. 8.74 
crores after adding cost of drcdgmg. The offer of !irm 'C' uras 
evaluated as Rs. 8.30 crores The offer of firm 'B' was evaluated 
as Rs. 7.84 crores, and belng the lowest was recommended for a('- 
cep tance. 

Nor th  breakwater 

The Tender Committee e\.aluatt.d t h e  fol1ow:ng t ~ o  o f f ~ r s  m w -  
tioned earlier as below:- 

.4fter tllscusi~or~c u.i th t h p  ic*l,rt*-cbr~tiit~\.c. o f  firm '1)' the l o ~ c . \ t  
tcwderer according b, :hta .It,c~\.c. c-valuatlc r, the Tendrr Commit- 
tee crmcludvd :hd! nli idtbds a\x)ut the \vctrk -,vtXrc nnt cuflictcntlv 
(:ear U e d o t .  t ! ~  C r n r n i t t w  :11s0 mt.ntlc,nc.d q h , ~ ~  filn; '1)' find 
not taken cc~n:rat t \  for a nurnt ,c .~  t t f  ?pals 'Silt. Tcndt*~ Ctlrnrnrt- 
tcae therefor(& rcmmn:cndcd ;ivwpt;inrc of t lua  rdft,~ of i,rr:) 'lf' f o ~  
fhr North b~ c-'ikwater alw 'I'hr Tcnticr C ' o m 1 1 i ~  t tvp ot,scr;.t.tl that 
although f i r m  'B had nr, t,upcrwncc. r r f  t . i r r \ i n q  o u t  marunt. w,rks ,  
the? had rrawnahlts I Y W J U I C P ~  and :voul(l ;lrgalllsc. cquipments  10 
c a n )  out  t h r  wmk Firm 'I)' had no rkxpc.rlcnrcb t r i  marInca workg, 
hut a f t w  i l 1 ~ c u s 4 ~ t n . i  :t ~ t h  t h e  cJrnrii*r Cornmittt.v i t  infolrnt*rt  Gov- 
ernment I R  .ripx-11 1!470 that ~t u-ould obtain tlw .,c1rvlccbs of an emi- 
w n t  civil vvcintwr f o r  th!t work and  rnf*rrtioncd th,lt 11s mnrmging 
p r t n e r  was a l v l  the  maniir:tng p;rrtnc.r of wmcl , , thw firms and' 



sent a list of works (value between Rs. 20 lakhs and Rs. 4 mares) 
costing Rs. 19.60 crores executed by these finrW in the past. Firm 
'B' had done w o ~ k s  for Rs. 4.17 crores only till the t h e  of sub- 
mitting tender for these works, 

In April 1970 the Ministry of Shipping and Transport accepted 
the recommendation of the Tender Committee and decided to allot 
both the work3 to firm 'B'. On 22nd June, 1970 the Ministry of 
Finance agreed to the acceptance of the offer of firm 'B' for the 
South breakwater. It, however, advised that the North break- 
water works should be put to re-tender, mainly on the Mlowing 
sonsideration:- 

(i) The tender recommended for acceptance namely that of 
MIS. . . . . . . . . . . . . . . . . . . (firm 'B') was not actually the 
lowest and in the absence of a more detailed study of the 
financial standing capacity experience etc. of the lowest 
tenderer, it may not be advisable to reject his tender; 
and 

(ii) I t  was not absolutely certain that M s. . . . . . . . . . (firm 
'B') would be able, having regard to their capacity and 
the works they have already on hand. to take on and 
complete both the Northern and Southern Breakwaters 
satisfactorilv and on time." 

The Ministry of Finance further advised that pending finalisa- 
tion of a contract after re-tendering. the work on the North break- 
water should continue departmentally as hitherto, to the extent 
necessary, so that there was no stoppage of work. Before the 
above opinion was given by the Ministry pf Finance, the Chief 
Engineer and Administrator of the project had informed the 
Ministry at Shipping and Transport on 8th June, 1970 that the 
rates quoted by Arm 'B' for North b-akwater was \-cry competi- 
tive as compared to the rates allowed for similar items in 1969-70 
and that if there w a  a pmposal to call for re-tender then it was 
quite possible "that Ihe tender rate might be higher than what has 
been quoted now." 

The Ministry of Shipping and Transport informed the Ministry 
of Finance in July 1970 that by re-tendering the work considerable 
time would be lost with the possibility of tender rates p i n g  up, 
and the South breakwater would progress faster than the North 
breakwater, while the idea was to get both the works done simul- 
htrooudy. The Minkrtry of Finance then stated (July 1970) that 



it was for  the  Ministry of Shipping and Transport to satisfy itself 
whether i t  would be advisable to reject the offer of Arm 'D' with- 
out more debiled study of i ts  financial standing, capacity, experi- 
ence etc. and whether firm 'By had the capacity to complete both 
.the works in time and satisfartorily, and if the Ministry of Ship- 
ping and Transport was satisfied that its recommendation was 
based on justifiable grounds, the contract for the North breakwater 
might be awarded to firm 'B'. The Ministry of Finance also sug- 
gested that before awarding the work negotiations should be held 
and firm 'B' prevailed upon to bring down its tendered rate to the 
rate offered by the lowest tenderer (firm 'D'). 

The Ministry of Shipping and Transport thereafter mformed 
(July 1970) the Chief Engineer and Administrator that i t  had been 
decided in principle to award both the works to firm 'B' provided 
h e  was fully satisfied that i t  had requisite capacity to undertake 
the  work and to complete the North and South breakwaters satis- 
factorily and in time. In reply the Chief Engineer and Administra- 
tor of the project stated (August 1970) rhat while forwarding the 
tender he had made his recommendations (that the tender of firm 
'D' for the North breakwater should be accepted) and pointed out 
that  as the Tender Committee had recommended, after examining 
all aspects, acceptanoe of the offer of firm 'B' for both the works. 
further review of the position a t  that stage separately by him who 
was one of the three members of the Committee did not seem ta  
arise!. No further enquiry seems to have been made about finan- 
cial standing, capacity, experience etc. of firm 'Dl. 

The contract for South breakwater was allotted to firm 'B' in 
July 1970 a t  a cost of Rs 766 crores with escalation for increase 
in cost of labour payable upto a maximum of Rs. 0.18 crore. Firm 
'B' reduced its offer for North breakwater to Rs. 4.07 crnrcs and 
this was accepted in October 1970. Escalation for increase in coat 
of labour upto a maximum of Rs. 0.10 crore was payable for this 
breakwater. Thus, the total value of the works allotted to Arm 
'B' was Rs. 11.73 crores, with escalation upto a maximum of 
Rs. 0.28 crnre. 

When the decisions were taken to allot both the works costing 
a b u t  Rs. 12.01 crores (with maximum escalation) to 'o ''B, It 
was known that the firm bad experience of completing warks far 
Rs. 4.17 crores only. Beaides, out of other works for Rs. 5.59 crores 
on hand it was still to complete works for R8. 3.80 crores. It was 
also known that i t  had no experience of marine works. 



[paragraph 37 of the Report of the Comptroller & Auditor General 
of India for the  year 1973-74, Union Government (Civil)] - 

South Breakwater 

3.2. As already stated in the Audit paragraph, firm 'B' was re- 
commended by the Chief Engineer and Administrator for construc- 
tion of South Breakwater, their tender being the lowest for that 
Breakwater. Their offer was accepted by the Tender Committee 
after evaluation of all other offers. The Ministry of Shipping & 
Transport accepted the recommendation of the Tender Committee 
and it was also agreed to by the Ministry of Finance. 

North Breakwater 

3.3. As regards the North Breakwater seven tenders were re- 
ceived in reply to the tender notice issued as under: 

1. h l r  . . . . . . . . . . . . . . . . . . . .  
(to bc cdtrJ tirm'Cv 

2 .  M ' u . .  . . .  
( t o  b: u t l l d  P ~ r m  'B' 

4. h i s  . . . . . . . . . . . . . . . . . . .  5 . 3 2 s . 2 . + 1  Nil 

j. Mia. . . . . . . . . . . . . . . . . . . . . .  6,~.+.30,76c5 Sii 

The last four tenders (S1. Nos. 4-7) were bypassed as they 
were far higher and also contained many conditions effecting the 
tender position to their disadvantage still further. 



3.4. The Chief Engineer evaluated (vide Appendix 111) the Arst 
three lowest offem in the light of various special conditions stipula- 
ted by the  fenderers and came to the foillowing conclusion: 

- - 
P : q  lrcs AP rvduated 
quoted by Chief 
by t d e r e r  Enginc er 

R1. Rs. 

4,14,71,818 4 .  1 5  crorcs 

Before making his recommendation for acceptance of any one 
of the above three offers, the Chief Engineer and Administrator 
discuss in detail each tender in his letter dated 18th January, 1970. 

3.5. The evaluated tender of Firm 'B' was the lowest for this 
work, the tender amount being Rs. 4,14.71,818.00. They had however 
given t&e following conditions: 

(a) Retention money should be allowed to be replaced from 
time to time by acceptable schedule bank guarantees 
for like amounts. 

(b) Royalty/Seignierage charges will be paid only for core 
and a m o u r  stones and bmken stone as specffied in 
Schedule G page 55 of Volume I and not for any other 
material. 

Ic) Sales tax on various materials obtained from Govern- 
ment quarries or on the turn over if payable on the 
contract shall be paid extra by the department. 

(d) Suitable jetties shall be provided to handle the concrete 
units and ample land space made avaihble neat the 
jetties for the manufacture of steel caissens, stacking of 
materials and casting blocks and cellular units. 

(e) Any increase or decrease due to revision of minimum 
wages of workmen or prices of controlled commodities 
by statutory enactments or orders will be to the account 
of the department. 

(f) Rates for additional items of work shall be Axed by 
mutual agreement only. 



(g) Portions of work may be taken over by the  department 
as and when they a re  completed and maintenance period 
for such portions will commence from the date of taking 
over. - 

(h) Steel required for work should be supplied a t  depart- 
mental stores and cost recovered from bills at cost 
price including sales tax and storage charges. 

( i )  For any variation in the quantity of steel in each pier 
head or in R.C.C. works due to change in drawings or in 
adoption of different sections of steel, the fates should 
be adjusted. 

The Chief Engineer called the tenderers Firm 'B' to his office 
for clarification on their 'suggestions'. They had stated that all the  
suggestions contained in their original tender were retained and no 
condition could be withdrawn as the rates quoted by them were  
ve ry  competitive. 

3.6. After the opening of tenders on 30th December, 1969, the 
next higher tenderer Firm 'D' had sent a letter on 1st January,  1970 
giving their views on the comparative study of their tender with 
that of Firm 'B'. who was the lowest. Accordinq to them (firm 'D'), 
certain amounts would need to be added to the tender cf firm 'B' 
to  reflect truly the effect of the conditions stipulated by the latter. 
The conditions of 'B'. touched upon bv the firm 'D'. and their 
calculated financial implication (according to 'D') were as fol1cws:- 

Conditiorls o j  'B' roliched tt-pon by the firm 'D' 

( a )  No seiqneoragc charges will be paid by them on mate- 
rials other t h i n  core and armour stones and broken 
stones. 

(b) Sales tas  i f  any payable on the various materials o b  
tained from Go~.crnment qusrr:es or on the turn over 
will be to the account of the department. 

(c) Any increase or decrease due to revision of minimum 
wages bv statutory enactments will be to the  account of 
thc department. Similarly. rates h2t.c to be modified 

3 1-10 
according to the formula T' - - -- Y R in the 

1CO 10 

event of increase or decrease in labour index. The varia- 
tion is applicable to the work carried out 12 months 
after the award of the work 



(d) All steel required for the fabrication of pier heads should 
be supplied by the department a t  its stores and cost? 
recovered from bills as per departmental rules in force. 

(e) Advance of Rs. 15.00 lakhs may be given immediately 
after  the work is awarded. This will carry interest at 
7 per cent on outstanding balances and will be covered' 
by a bank guarantee. .. 

Financial implicat'ion of conditions of 'B' as calculated by 'D': 

Rs. in ldkhs  
(1) Se~gneedage charges fer  srmc and ielly- 
II.I-.IW~~.T. o 12 ALT. 2 .  54c 

(11. Gment  an,+ ster l  t c  be suppl~cd hy dcpartmrrir at the rate cn the c'arc 
often~ler  . 2 000 

3.7. The abcve mentioned add~t ions  ~vould have the effect of in- 
creasing the  amount of the tender of 'B' to Rs 4.M crore5 xvhich, the 
firm 'D' contended. should form the b s ~ s  for crimpanson of tenders. 

As against the above. firm 'D' contcnded that the only amuilnt to  
be added to thelr own tender was Rs. 46.667j- b e ~ n g  the in te res~  on 
the  advance of Rs. 10 lakhs required or~ginal ly  b!' them frcc of in-  
terest (against Rs. 15 lakhs demanded hy firm 'B' a! 7 per cent intcr- 
es t ) .  Wlth this addition, the total amnunt of the tender of firm 'D' 
would come to Rs. 4.30 crores. 

3.8. Firm 'D' who had quoted Rs 4.28.43.102.00 had sti;)ulated 
certain conditions, which were subsequently modified bv them The 
mnditions, as modified, were as fol1aw.s:- 

Against performance guarantee f o r  5 per cent of contract 
value -- deduction of 24 per cent of contract value as 
security depos:t from bills. they offer a bank guarantee of 
Rs. 25,000/- and agree for a total retcntian of 3 per cent of 
contract vslue by deduction from bills a t  the rate of 10 
per cent from each hill. 



(b) bsurance of contract work, third party insurance and insu, 
rance for workman compensation will be done from any 
general insurance company and not LIC. .. 

(c) Advance of Rs. 10.00 lakhs may be given on bank guarantee 
on signing the agreement. This will carry interest at  7 
per cent. Recovery of advance may be made at Rs. 1.00 lakh 
per month from the 4th month and the interest on balances 
which works out to Rs. 46,667/- may be deducted along with 
the last instalment of recovery of advance i.e. recovery in 
18th month will be Rs. 1,46,66?. 

(dl Advance may be given on equipments such as tippers, 
cranes, shovels, compressors etc., brought to site a f t e ~  tak- 
ing hypothecation agreement." 

3.9. In order to study in more detail the above conditions given 
by the firm 'D' and also the evaluation of workings detailed by them, 
the tenderer 'D' was asked by the Chief Engineer to attend his office 
for clarification. The hlanagng Partner of the Firm 'D' called on 
the Chief Engineer in his cflice on 15th January, 1970. 

3 10. I n  addltion to their conditions, firm 'D' had placed their 
requirements ci  fore~gn exch,.nge at Rs  25.000/- for gettin; sub- 
marine delayed detonators and an csploder rtq~l:'ed for underwater 
blasting. They had stated tka? ~f th:s u-as not possible. they n.ould 
mannf,e with the  ~ n d i g e n i ~ u s  m, t e r ~ a l s  and eqwpment Br:r~ng 
dls~*ttmon 1 ~ 1 t h  the  Chicf Eng1::ce:. !he representative of the firm 
'D' also cspla~ned that the ficure.\ given :?I his letter dated 1st 
Janua ry ,  197, ivert. only 111s e?t~m:tted t.nlue ,-f the conditl~ns given 
by Xl/s. . . (Firm 'B') 

" (1) F t n n  'Be The tender amount is Rs 4.l4,71.818 The liabi- 
lities of the dcpnrtmcnt fo be added !<I thc tender amcltlnt 
a r e -  

(a)  seinwragc c h o r ~ c  on mntei':aIs tyther t!lan ccre. a rmmr  
and broken stones; 

(b) Sales tax on materials and or turn over; and 



(c) Increase due to revision of minimum wages by statutory 
enactments and also increase in  labour index." 

The estimated amount of liability on the above three items ac- 
cording to Firm 'D' was Rs. 2.540 lakhs, Rs. 8.694 lakhs and Rs. 25.800 
lakhs respectively. The Chief Engineer pointed out that the addition 
of Rs. 2.00 lakhs by Firm 'D' towards departmental supply of cement 
and steel a t  the rates on the date of tender was to be ignored as 
Firm 'B' had not given any condition for departmental supply of 
cement and with regard to steel they had agreed to pay as per the 
departmental rules inforce. Also the addition of Rs. 2.540 lakhs 
suggested by Firm 'D' toward seigneorage charges could not be 
made in full as the other firm had only said that they would not pav 
seigneorage charges for any material other than core, armour and 
broken stone. Liability towards sales t a s  could not be e\.ali~nted 
and it could not be said that it would come to Rs. 8.694 lakhs as 
assessed by Firm 'D'. As in the tenders for South breakwater, the 
liability was assumed as r?ct appreciqble to affect vitally the tender 
position. However. the fact remained that a w h e c t  tender com- 
parison was not possible due to these conditions which could not 
be evaluated. The items which thus remained were thc liability to- 
wards variation i n  minimum wages and in latwur index. Firm (D)'s 
estimate of increase nn accnunt of these items urns Rs. 25 80 lakhs 
as  below: 

This will be done in 24 years as below: 

The above evaluation could not be ecceptcd by the Chief Engineer 
as Firm 'B* had referred to only 'any increase In minimum wager 



and labour index' and not on materials or contract value. Hence only 
the labaur portion was taken as the basis, which was determined 

' 

as 25 p a  cent. Also, the liability for this Was assumed only for the 
work done after the first 12 months. Adopting the rate of increase 
and k n  ovef assumed by Firm 'D' the liability, according to the 
Chief Engineer, worked out to Rs. 5,70,000 as below: 

First 12 month3 Nil 

Ncxt 12 months 8% m~ 25% of Rs. I t o  mores 1,80,ao,ooox 25 r 8 Rs. 3.f.o.0~0 

160 103 
Last 12 months 10:6 on 25'j/, of Rs. o. 83 crorcs Fq ,oo,ooo x25 x la Rs.2;~ ,tee 

Total Rs. 'j?70,C00 

3.12. The above workings were based on presumptions and hence 
e correct or even approximate comparison of tenders with these con- 
ditions was not possible. However, it was argued by the Chief En- 
gineer that if the above data were taken provisionally, the position 
would be as below: 

ti': A I  3 .  . . . . . . . . . . . . . . . . .  .Firm4U' Rs. 4,14 . - I  .Ssb - 
Ks. 5,;o,cm 

3.13. The Chief Engineer and Administrator of the project in h is  
letter dated 18th January, 1970, to the Secretory. Ministry of Ship- 
p n g  end Transport recommended the acceptance of the t e ~ d e r  of 
F im~ 'D' as follows:- 

"Apparently therefore, the tenders of >I s . .  . . . . . . . . . . .  ( F ~ r m  
'B'), continue to be lowest even after taking into aecomt 
the conditions attached to the tenders. But this positvn 
will be known only after actual cxecutron of the work. 
The construction of South Breakwater including the East- 

. . . . . . . . . .  em arm is Itself a very major work and M/s. 
(Firm 'B'). being the lowest and having sufficient experi- 
ence and capacity may safcls be entrusted with thc same 
as recommended above. But it has to be considered w h e  



ther they will be in a position to  execute both the major 
works simultaneously. The Ministry is aware that all the 
works should be completed in all respects before October 
1972 and I feel that i t  will be advisable to entrust the two 
major works (groups V A and VI AS) to two separate 
major contractors to ensure strict adherence to the time 
schedule. According to their own statement M/s . .  . . . . . . 
(Firm 'B'). have esecuted so far  works to the estent of 
Rs. 4.17 crores (vide their tender) and out of works to 
the extent of Rs. 5.59 crores on hand their progress so fa r  
is for Rs. 1.79 crores leaving a balance of work to be done 
for Rs. 3.80 crores. Hence, i t  will be in the interest of the 
department to entrust one major work alone to them and 
choose another agency for the other. Thus, the whole 
work of South Breakwater including the Ekstern Arm can 
be given to M I S . .  . . . . . . . . . . (Firm 'B'). 

The choice for the award of North Breakwater wiII then fall 
on the nes t  higher tenderer 2-iz.. M s. . . . . . . . . (Firm 'D'). 
Esen though his tender is higher as explained in the pre- 
vious paras. I am of opinion that the progress of works 
can be kept up on each work and the target of comple- 
tion achieved only if the a p e n v  of esecution fnr each 
major work is different. The capacity of either of the 
two tendel-ers under discussion may not be ~ u c h  as to take 
over both the u.orks simultancousl\-. On the other hand, 
the target date of complet!on of the Harhoilr is most im- 
portant as an\- delay may r e ~ u l t  in  loss of rc\*cntle to t he  
Got.ernment. As already stated above, the rates hnt.e not 
been negotiated ssjth any of the tendercrs and this matter 
is left to t?le Minist? for further action. Under the 'cir- 
cumstance,  I feel that the work of North Breakwater 
be given to Firm ID', after negotiations with them if felt 
so by the Ministry, to bring down the tender amount to 
the level of the present lowrst and a t  the same time with- 
out sacrifice of the time schedule." 

Thus, t he  Chief Englnccr recommended the award of the :vork to 
M, s. . . . . . . . . (Firm 'D') even though he considered the d7cr of 
firm 'B' as the lowest, for  the reasons that the cxecutlcrn of both 
the worirs (South Breakwater and North Breakwater) within the  
time schedule, which was important, would be beyond the capacity 
of Firm 'B'. 

- -. " - - - -. --- < " - -  - .. - 
'South Breakwater and North Breakwater. 



3.14. A Tender Committee under the Chairmanship of the Deve- 
lopment Adviser in the Ministry of Shipping and Transport, and 
t h e  Chief Engineer and Administrator, Tlhicorin Harbour Project, 
and the Financial Adviser and Chief Accounts OPRcer, Madras Port 
Trust,  as members, was then constituted by the Ministry of Shipping 
a n d  Transport in  February 1970 for examining the various tenders 
and recommending a suitable offer. 

The Tender Committee re-evaluated the offers of the first two 
lowest firms uiz. Mls.. . . . . . . . . .  (Firm 'B') and M's. .  . . . . . . .  (Firm 
JD') as under: 

F ~ r m  'D' . Rr. 4.02 crores 

F ~ r m  'R' . Ri. 4. IQ c r o w  

For  the sake of comparison, the final outcome of the two evaluations 
done, first by the Chief Engineer and then by the Tender Committee, 
i s  given below: 

Firm 'U' 4 15 4 IS q ' 13 

3 15 At their meetings held on the 17th to 19th March 1970. the 
Tcndcr Committee called the representatives of thew firms and dis- 
cussc.d w t h  them the clarification given by them. .4ft t~ taking into 
considcrnt~on the rrcommcndatlons nrade by the Chwf Engineer and 
the discussions held with the reprcscntatives of the firms, the Tender 
Committee anolyscd the offers for the North Breakwater as under: 

"From the statement, i t  is seen that lowest t w o  offers for the 
entire work of the northern breakwater are, m e  from 

. . . . . . . .  . . . . . . . .  M/s. (Firm 'D') and other from M:s. 
(Firm 'B'). Their tenders h a v e  bcen evaluated in  the 
stotcments enclosed (Appendix TV). 



If the escalation on labour cost is borne by the Project autho- 
rities, the  evaluated offer of M I S .  'D' works out to  Rs. 
402,13,935 and of MIS. 'B' to Rs. 409,53,420. I n  case t h e  
escalation on labour cost is borne by the contractor, the 
evaluated offer of M/s. 'D' works out to Rs. 4,15,03,935 
and in case of M/s. 'B' to Rs. 4,18&3,536. 

MIS. 'B' have further clarified that in  case they withdraw the  
clause regarding escalation charges on labour, they would 
claim 2-114 per cent extra on their tender rates. The 
Committee considered this aspect and feel that it would 
be better to pay escalation charges for labour on the basis 
of formula given by the contractor. For the first 12 
months from the date of the acceptance of the tender, any 
escalation on labour is to be borne by the contractor and 
the balance period will be about 14 years in which the  
escalation charges are to be paid to the contractor. There- 
fore, the Committee recommends acceptance of the clause 
regarding escalation as is embodied in the letter submit- 
ted by the contractor along with his tender. 

During discussions with Firm 'D' about the technical features 
of the seaheme and the method proposed by him for the  
execution of work, it ivas observed that his ideas were 
not sufficiently clear. I t  u-as a h  rought out during dis- 
cussions that he had not taken contracts for a number of 
years due to certain personal reasons. The Income Tax 
Returns show that the value of the cnntrac)~ taken recen- 
tly amounted to Rs. 2 lakh in 1967-68. M/s .  '13' who are  
the other contractors for the northern breakwater have 
esperience of the construction of a large number of brid- 
ges and the returns submitted by them also indicate that  
they are executing a majar work c0stin.q Rs. 2.72 crores. 
They however do not have the  experience of carrying out 
marine works, but on the Oasis of the information giv* 
and the discussions, the Committee came to the conclusion 
that they do have the reasonable resources and will get 
equipment to carry out the work. 

As regards Firm 'C', who have niore experience than M/s 'B', 
they have stipulated a large number of conditions In their 
tend*. They do not undertake any responsibility far 
making up  any settlement, sinkage or  washing nwsly due 
?o wave action or due to anv reason whatsoever. whereas 



Mls. 'B' will be responsible for the work subject to per- 
missible tolerance till it is handed aver in complete shape 
and agreed to the maintenance upto 12 months." 

3.16. During evidence, the Committee desired to know whether 
before awarding works worth crores of rupees, i t  was made certain 
that the firm to which the same were being allotted had the expe- 
rience of executing works of that description. The representative 
of the Ministry stated in reply:- 

"The Tender Committee Report says ihat none of the tender- 
ers had any experience of marine work. Therefore, they 
had to go into the account of other works they had done 
and evaluate them." 

"3.17. According to Audit Para, Firm 'Dl had no experience in 
marine works, but after discussions with the Tender Committee it 
informed Government in April 1970 that it would obtain the services 
of an eminent civil engineer for this work and mentioned that its 
managing partner was also the managing partner of some other 
firms and sent list of works (value between Rs. 20 lakhs and Rs. 4 
crores) costing Rs. 19.00 crores executed by these firms in the past. 
Firm 'B' had done works for Rs. 4.17 crores only till the time of 
submitting tender for these works. 

3.18. The Committee called for the  letter of Firm 'D' of April 1970 
and the relevant portion therefrom is reproduced below:- 

"Not executing much work in the name of 'D'. From the list 
of works enclosed, our hbnaglng Partner, was the hIana- 
gang Partner of so many other firms. The works were 
taken in different names. During last 4 years, we were 
trying to do works in the name of "M/s. Ch. Subba Rao 
R. Co" only. We have tendcred for 8 to 9 crores of 
rupees of works in the name of M,'s. "Ch. Subba Rao & 
Co" 1 ~ 1 t h  :he Railivays and othcr agencies. Since we 
were not lowest, we did not gct wurks csccpt about 
Rs 50 Iakh, of work "Reach No SIII-Hassan-Manga- 
lore Railway Project-Metre Guaqe-Ghat Swtion-for- 
mntmn of roads, construction of waducts, bridges and 
tunnels." In the  history of every construction company 
there will be dull periods and busy periods. No doubt 
we have the techn~cnl know-how. and rspcrience for 
hilndlfng anv big difYicitlt. Civil Engineering works. We 
a m  enclosing few rcecnt certificates taken from eminent 



Civil Engineers. Now for this work, we are getting the 
services of Sri A. R. Venkataraman, one of the eminent 
Civil Engineer of India." 

3.19. After examining the tenders in detail and holding discus- 
sions with, and seeking clarifications from the tenderers, the Tender 
Committee made the fallowing recommendation in this regard, for 
acceptance of the Ministry of Shipping 8. Transport: 

"On the basis of the analysis as stated above, the Committee 
have come to the conclusion that the offer of M/s. 'B' for 
both south and north breakwaters and the wharf wall is 
the most suitable offer and IS recommended for acceptance. 
The total value of the offer for both works No. V-A and 
VI-A will be Rs. 11.93,40.420 with foreign exchange com- 
ponent of Rs. 7.5 lakhs." 

3.20. The Minist? of Shipping and Transport considered the re 
-commendation of the Chief Engneer and the Tender Committee and 
recorded the following note: 

(2) So far as South Breakwater is concerned. XI s .  'i3' arc the 
lowest. The net tender is of 3l/s. 'C' ~vhich is higher by 
about Rs. 50 lakhs and ~nvolves very high foreign ex- 
change content. 

On the other hand, the tender of M s. 'B' for North Brcakxater 
is not the lowest. It is higher by about 7.40 takhs than 
the lowest tenderer viz., MIS. 'D'. The tender of 'C' has 
been evaluated at Rs. 4,33,88,168 if departmental specifica- 
tions are adhered to and Rs. 4.37.48.168 otherwisc. against 
Rs. 4,02,13,935 of 'D' and Rs 4,09,53.420 of 'B'. 

(3) In the  place of Performance Guarantee the firm hl /s  'B' has 
agreed to allow deductions at 5 per cent of the Bill. It scbems to bc 
preferable to have a performance guarantee 

2. Thc Tender Committee hi? expressed the view that the ideas 
af Firm 'D' about the work were not sufBcicntly clear. They have 
also stated that the value of the contracts taken recently b y  him 
amounted to Rs. 2 lakhs in 1967-68. 



3. On the other hand, the Committee is of the view that M/s. 
'B' have experience taf construdio&of a large number of 
bridges and have the reasonable resources and will be in  
a position to execute the work. They have also suggested 
that the offer of Firm 'B' with the provision for escala- 
tion charges on labour would be more advantageous than 
the alternative of payment of 2 t  per cent extra on their 
tender rates. They have recommended the acceptance of 
the tender of M's. 'B' for this work. The recommended 
tender of M's. 'B' works out to Rs. 4,09,53,42'3." 

The notings in the Ministry of Shipping and Transport were 
 concluded with a Note recorded by the Secretary (Transport) on 
2341970 and approved by the Dy. Minister and the Minister as 
follows:- 

"I have discussed the details with Development Adviser who 
was Chairman of the Tender Committee. The work is 
very large and one has to be reasonably sure of the Con- 
tractor's ability to undertake and complete the work. Un- 
fortunately none of our constructing firms ha1.e esperi- 
ence of large marine works ,as  such The. . . . . (Firm 
'B') has undertaken large brldge building contracts and 
according to particulars furnished (not put up) has a large 
organisation and number of Eng:nwrs. Their financial 
standing seems also is good. Therefore. as recommended 
the contract may be awarded to . (Firm 'B'). 

Sd/-S. K. Datta, 
23-4-70 

Sd/-I;. Rnghuramaiah." 

3.21. The Committee desired to know the relevant factors. and 
the extent of rmportmcc of each factor, that arc take0 into account 
for wlwtion of tcndcring firtns for thc award of contract for cstzcu- 
tion of a brenkw~tcr  yrojt.c.1 The Mintstrv of Shipping and Trans- 
port, in a written rwte furnrshed tc) the Cunimittw. have stated: 
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"The relevant factors that are taken into account for award 

of a contract are: 

(a) Technical competence of the tender. 

(b) Financial standing of the tenderer. 

(c) Technical suitability of the oECers. 

(d) Evaluatitm of the offers on a common datum. 

On the basis of works carried out in the past an assessment 
whether a firm has the technical competence or not to 
execute the job in question is made. 

The value of the works done in the past or in hand is consi- 
dered for assessing whether a firm is financially sound or 
not. 

The technical suitability of an offer mainly arises when a con- 
tractor offers an alternative design or method of construc- 
tion to the proposal set out by the Department In the 
tender documents. If the alternative offer is broadly 
acceptable and is in conformity with the requirements set 
out, but requires minor mcbdifications to make it conform 
fully to the requirements. clarifications are obtained from 
the tenderer. 

On the basis of the condirlons stipulated by the tenderers and/ 
or clarification obtained the offers are eveluatcd to a 
common datum and the loivest technically acceptable 
offer 1s recommended for acceptance. Offers which a r e  
very high and obviously not competitive. arc not consi- 
dered for detailed evaiuaiion ~f a number of technically 
suitable competitive offers are ai*ailable." 

3.22. During evidence, the Committee desired to know as to 
what extent the above factors were taken into account in accepting 
tenders for the breakwaters and whether the Tender Comm~ttce 
had made it a condition, in additwn to being the lowest quotation, 
that the tenderer would have to satisfy them of his capability of 
undertaking the work. The representative of the Minigtry stated 
in reply: 



"A perusal of the Tender Committee Report would show that 
they have taken into account factoe like technical com- 
petence, financial standing, technical suitability of the 
offer and the evaluation of the offers on a common bash. 
Having done so, they have held discussions with the two 
lowest tenderers in either case, and in each case aperusal  
of the report will show that they have satisfied themsel- 
ves that the tenderers have the technical competence and 
the financial standing and that they would be able to 
carry out the work. You would also notice that they did 
not accept the tender as given to them, but they had 
really adjusted the tender for providing for the financial 
implications of the conditions which thev had made and 
then arrived at the figures. So, you would see from this 
that the Committee took into account these factors also 
in addition to the rates being the  lowest." 

Regardrnq espenct:ce of tr ie tcnrierers . n  exsciitivn of u-arks of 
-tha! magnitude, the  w ~ t n e s s  sdcied. 

"The Tender 
had anv 

Con:m!t;ce Report says that none of the tenderers 
esperxncc of marinc u.o:.k. T'nerefore, they had 
o t h c  account of o;her tiwrits they had done and 

evaluate them. I n  fact in some place they have rnen- 
timed that one 1.3;-1icu1ar 1ende:er had o ~ l y  glven the 
information that hc had pald Rs. 2 lnkhs by way of income 
tax Some o t h t r  person sh ,\ved that he had esecuted 
ivorks casting Rs. 2.72 crcms. From t h ~ s  :t appears that 
the T e ~ d r r  Cornn;i t t~r  d.d :\ iy?to the qi~estton of tech- 
I:IL.:II con;p~tcr:ct' as ( ~ ~ 1 1  as f i n a ~ c l n l  s t~nd lng  in doing 
at 1~341 \vorks of n large na tu re"  

"'The main c ~ ~ n s ~ d t ~ r a t ~ o n  cn the basis of \vh:ch firm 'D' has 
not !wen cons1dcrr.d eventtially was thdt  the Tcnder Com- 
r n l t t l x  felt tha t  ~t did not have necessary competence. 
Firstly, they thought it does not seem to have clear Ideas 
ns to how the  work 1: to he dunc, secondly, they found 
the exprrence as rcfltxctrd 111 the tncome-tas return was 
tnsdquate  These arc. the  t\vo cctnslderatmns on wh~ch  
the Tender Cornrn~ttcc rcjccted thc lo\vest tender and 
t h a l  # w e  et tto this party" 



3.23. On the matter  being referred to the  Ministry of Finance, 
tha t  Ministry, after detailed examination of the proposal, in their 
Note dated the 22nd June, 1970, recommended re-tender of the work 
of North Breakwater, as follows:- 

"For the  Northern Breakwaters, Firm 'D', though the lowest 
tenderer, has not been recommended by the Tender Com- 
mittee and the MOT for the reasons explained in  this file. 
We would suggest that in this case, the work may be put 
to re-tender. In  the  meanwhile, the Chief Engineer and 
Administrator may be directed to continue the work on 
the Northern Breakwaters departmentally, as hitherto, 
to the extent necessary so that there may be no stoppage 
of work." 

3.24. As stated in  the Audit Paragraph, even before the above 
mentioned opinion of the Ministry of Finance was given by that Min- 
istry, the Chief Engineer and Administrator of the Project had in- 
formed the Ministrv of Shipping and Transport on 8th June,  1970, 
that the  rates quoted by firm 'B' for North Breakwater were very 
competitive as compared to the rates allowed for similar items in 
1969-70 and that if there was a proposal to call for re-tender then it 
was quite possible 'that the tender rate might bc higher than .r!.21at 
has been quoted noiv'. 

3.25 The relevant pcrtion from the Sotes rrcnrdcd in t h r  SIin- 
Istry cf Shizping and Transport on the ui 'g t ' s t~on of the 3linistr-y 
of Finance (for retender of i\ork c/f N ~ x t h  Break.rva:er) are repro- 
duced below: 

"2 While consltitirlng the major  tenJurs, this 3Iinlstl-y had re- 
commended the acceptance of the tender of t h ~ c  firm ('B') 
for the wcrk an North Breakwater as well * + *. 
This recommendation was rr.nde on the baslr of t he  recorn- 
mendations of !he Tcndcr Comm~ttec  and  aftcr ctrrcful 
consldcratlon The tender of  SI/s 'R'  was the lowest ac- 
ceptable tender The Tender Camm~t tee  had c*xpresscd 
doubts about the capacity of M/s. 'Dl to undertake and 
execute succes~full!: a work of th~r ;  magn~tude  The esti- 
maled cost according to the cffers of W s  'I)' and 31 s. 'B' 
for the c~nst ruct lon of Xorth Brcakwatcr is Rs. 4 02 crores 
and Rs. 4.W crores respechvely I t  may be s c ~ i i  that the  
difference when ccimpared to the magnitude of the work 
involved i s  nr,t large 



3. By postponing the  award of work on North Breakwater by 
reissuing the tender, considerable time& likely to be b t . .  
I n  the Tuticorin Harbour Project we have got only a 
limited number of construction equipment, such as crane, 
etc. and it is contemplated that the  contractor will supple- 
ment the same with his equipmnts .  This aspect has been 
mentioned in the tender documents of the major tender. 
So far, the work has been done by smaller contractors and 
they were entirely depending on the departmental crane 
and the work was proceeding not fast enough to complete 
the Harbour within the target date. 

4. One of the purposes for calling for major tender is to expe- 
dite the work by supplementing the departmental crane 
with the contractor's crane etc. The available departmen- 
tal equipments will be distributed between North and 
South Breakwater as stipulated in the tender. 

5. If now the South Breakwater is given to the major tenderer 
and the esecution of the north breakwater is ti, be pro- 
ceeded with by engaging smaller contractors till the re- 
tender of the Korth Breakwater is issued and settled. then 
the number of cranes that will be working for ?he North 
Breakwater for this interim period will be much less than 
the number of cranes that ivill be worklng for the South 
Breakwater. In other ~vords ,  the South Breakivciter \\-ill 
advance faster than :he Sor th  Breakwater. 

6 It I S  iindcrstood frcm the Chief Engineer and Administra- 
tor. Tutlcorln Harbour Project that technicall. i t  is desir- 
able that  the rate of progress of both Xorth and S~i: th 
Breakwaters is the  same, if at all i t  is desirable ta have 
greater progress In the Xorth Breakwater than t!w South. 
At the end of  the Scuth Brenkivoter. there 1s thtl e;lstern 
arm where it is proposed to place larpc roncrctc blocks f t ~ r  
the wharf Jvall These ccncrctc blocks w:Il be protected 

on the southern and the eastern side by the South Brcak- 
water whereas i t  will not protected a t  all  on the north- 
ern side if the work in North Brenk\vatcr also docs not 
proceed fast enough which mag result in these blocks get- 
ting disturbed durlng the north-east monsoan. It w l !  not 
o n l ~  delav the construc!ion c*f tht. harbour but a!zo will 
invhve aiditiona] cxpendi ture in re triesing the block and  
putting them back in psit ion." 



The notings in the Ministry of Transport and Shipping were con- 
eluded with the following Note recorded by Secretary (Transport) 
$on the 2nd July, 1970:- 

"I agree. Retendering may also result in higher rates being 
quoted. Finance may reconsider and agree to our propo- 
sal. * 8 * *". 

3.26. The Ministry of Finance Anally agreed to the award of the 
.contract for North Breakwater also to the firm 'B' on the 17th July, 
1970, on the conditions given below:- 

"Ke wouid agree with Secretary, Ministry of Shipping and 
Transport that in adopting the course of retendering which 
we had adkked for the Northern Breakwater, the possrbi- 
lit!. of the tendered rates going up, cannot be e n t i r e 1  ruled 
out. Our ad~.ice was. however, based on the consiclera- 
tions that: 

( i )  The tender recommended for accegtnnce n a m e b  that  of 
31,~s. '13' ws; no: ac:ualb- the iower: and in the absence 
of a more detailed study of the financial standing, capa- 
city. espr ience,  etc. of the lowest tenderer. i t  ma? not 
be advisable to reject his tender; and 

(11) It was not absoiutely certaln that 111s 'B' ~ v o u l d  be a!>le, 
ha\-rng regard to t h e ~ r  capaclty and the works they have 
already on hand. to take on and completc brlth thc North- 
ern and Southern Breakivaters satlsfactorlly and on 
tune. 

We are, howet-er. of the wew that  on bath these po~nts. i t  is 
for the Ministry of Shlpping and Transport to satisfy 
themselves that thelr recommendation is Lased on justifla- 
ble grounds and if they are so sat1sfit.d. we slmll ha\.c no 
particular oh~ection. In the circumstances, wc would 
agree to the proposal of MOT in this caw subject to the  
following:- 

( i )  The MOT are fully satisfied that on both the grounds 
mentioned above, they are satisfied that the acceptance 
of the tender of M;s. 'B' would be fully justi f i~d and in 
order. 

( i i )  Before awarding the work, n e ~ o t i s t i o n ~  should be held 
with M/s. *By and the party prevailed upon to bdn$ 



down their tendered ra te  to the rate offered by t h e  
iowest tenderer, namely, 'D'. - 

(iii) The other terms and conditions mentioned by us in our 
note a t  pp. . . . . . . ante, would apply in this case also 
mutatis mutandis." 

3.27. When the views of the Ministry of Finance were brought to 
the  notice 0.f the Chief Engineer and Administrator, h e  stated inter- 
atia in his reply dated the 5th August, 1970, as follow: - . . 

"Regarding the capacity of M s. . . . . . . . . (Firm 'B') to do both 
the works of north and south breakwater including Pier 
heads etc. I have made my recommendations while for- 
warding the various tenders for all the works on 18th Ja- 
nuary, 1970 for the approval of the Ministry. The Tender 
Committee constituted by the Ministry to scrutlnise t h e  
tenders and give recommendations. have examined all the 
aspects including the capacity of all the various tenderers 
and came to the conclusion that both the  works may be 
awarded to M/s .  . . . . . . . . (Firm 'B') .  Further re\.iew of 
the position a t  this stage separately by one of the three 
members of the  Tender Committee z-k.. the Chtcf Enqineer 
and Administrator. Tuticorin Harbour Pro!ect. docs not 
seem to arise." 

As regards the suggcstlon of the 111nistry of Finance that before 
au.ardlnr thcx tvork of S o r t n  Breakwater ta firm 'B'. negotlaUans 
should k held tvith that firm and the  party prevailed up09 to b n n g  
dov'n their tendered rate to the rate offered bv the llxvest tenderer, 
firm 'D', the sanw was taken 111) by the Chwf Enqlneer u-ith the firm. 
T h e  firm 'R'  in thclr letter dated the  4 th  Auqust. 1970. agreed to the  
reductmn of t h e ~ r  offer from Rs 4 10 crores to Rs  4 07 crore. in the  
fnllotv~ng terms -- 

"The department n~ll kindlv recall that Lve had repeatedly 
i*sprcssed our unu4linqncss either to tnadlfy any of our 
or ipnal  tender condit~ons or to rcifi~ce our quoted rates. 
Eiowevcr, during the final neGotitztlons held at Delhi on the 
17th and 18th March. 1970. ~t was cor~s~dered d e w a b l c  t o  
entrust nll the works to one agency in order to avoid fric- 
tton that may ensue other\cisc and thereby ensure timely 
and sotisfectory complctinn of the Pmject, We had then 
a g r d  to modtly of the conditions to synchronise 
them with the carrcspcmdrng conditions of South Break- 
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water, and conveyed to the committee our un.wiUingness: 
to reduce our rates. The Department will appreciate that  
the rates quoted for North Breakwater are already consi- 
derably lower than the corresponding rates of South 
Breakwater. As any further reduction in these rates would 
render them unworkable. i t  is our submission that the De- 
partment is not justified in asking us for any such reduc- 
tion. However, if only as a token response, we hereby 
agree to reduce our quoted rates by 3x8 per cent, which 
can be effected in every bill on its gross value (three 
eighths)." 

3.28. The tender of Arm 'B' for North Breakwater (as reduced by 
them to Rs. 4.07 crores) was then accepted in October, 1970, with an  
escalation for increase in the cost of labour upto a maximum of 
Rs. 0.10 crores. (with this award of contract to firm 'B'. the total 
work allotted to them-for both South and North Breakwaters- 
thus amounted to Rs. 11.73 crores plus escalation upto a maximum 
of Rs. 0.28 crores that is Rs. 12.01 crores in all). 

3.29. During evidence. the Committee desired to know the finan- 
cial position. experience in the particular type of work for which 
tenders were invited in 1969 and the value of jobs executed by each 
of the four firms 'A', 'B', 'C' and 'D' whose tenders for tht: t w o  wnl ks, 
being the lowest. were considered for awarding the work st t h e  new 
port of Tuticorin. The informat~on. furnished by the !blinistry*. IS 

tabulated below: 

3.30 During evidence. the Commrttce referred to the remarks 
made in the Audrt para that before the Frnancrb Ministry had sug- 
gested retender. 'The Chief Engineer and Admtnistrator of the Pro- - -- *-- ---- ----- 

* Sst v 1fc 1.) h u  ' r t  



ject had informed the Ministry of Shipping and Transport on 8th  
June,  1970 that the rates quoted by firm 'B' f o ? ~ o r t h  breakwater 
were very competitive as compared to the rates allowed for similar 
items in  1960-70 and that if there was a proposal to call for retender, 
then i t  was quite possible that the tender rate might be higher than 
what has been quoted now', and desired to know the basis for think- 
ing by the Chief Engineer that retender would mean higher rates 
and delay. 

The representative of the Ministry stated in reply:- 

"Immediately the suggestion was made, in June  of t5e same 
year the Chief Engineer sent us a letter from Tuticorin 
giving his assessment saying: 

'I have analysed the rates paid for  different items of works 
for different regions done in 1969-70 and compared the 
same with the rates quoted by the lowest tenderer for  
the major works which are under the conslderat~nn of 
the Ministry. A statement showing them is attached. 
From the statement, it can be seen that the ra te  quoted 
by the loivest tenderer for  north breakwater 1s very 
cornpttrtive I f  the tender happens to be rejecte-i and if 
there is a proposal to call for re-tender i t  IS qu1:e pos- 
slbie that the tender rate mlght be hlgher thar. ivhat has 
k e n  quoted now I am b r ~ n g m ~  thls t o  ycur notrce for 
necessary action ' 

This u.3. his assessment based u p l n  thc rates prevailing in that 
area." 

Askud as to whether the statement bv the Chwf E n q r x e r  that 
whllc. for\varclinS the tender he had rnridc his recommendat1~)r:j (that 
thc tcndcr of firm 'D' for the w r t h  breakwater s t~ou ld  be acceyteif, 
and pomtcd c,ut that as the  Tender Conm~lttee had recommended. 
after c s a n ~ ~ n i n g  all aspects, acceptance oi the 1111t.r cf r i m  'b' tor the  
works, further rcviciv vf thc position at that stace *parably by him 
who was one of the three member5 of the Cotnn~t t te~  dld no: arise. 
tantanrnunted to dlffercnce of oplnlon 111 the 'I'cnder Ccmmlttw on 
t h ~ s  rssuc, thi* S~~rctrrry. .\l)nit;try of  Shipping and Trnnspor: dqmed: 

"Tn the beginning when the tcnders were srrutinlsed by the 
Chicf Enqneer  and sent to the Mrnistry, hc had taken the 
vwtv that i t  would bc prefcriiblc to havc scpara!c contrac- 
tors fa r  the  two brcnkwstcts When thc Tender Commit- 
tee d ~vhich he is n l w  n hIrn:btlr. rons~dcrc.J t h ~ s  matter. 



they came to the  conclusion that it was advisable to give 
both the works to one contractor and they pointed out cer- 
tain considerations why i t  was advantageous financially 
and otherwise. This is the sequence of events that have 
taken place. Evidently the Chief Engineer who took the 
view first got himself persuaded in the Tender Committee 
when he discussed with the other colleagues." 

The witness added: 

"The Chief Engineer is the first hand Officer. He gave e cer- 
tain opinion He was also a Member of the Tender Com- 
mittee. As a result of discussion he was convinced 2 ~ d  
there was no dissenting opinion on that." 

The witness further stated in this connection: 

"The meaning of it is, if you kindly see. that before tile tender 
committee was formed, he did take the view that the  two 
works should be given to two different parties. Then the 
Tender Committee sat and discussed all these thing; and 
evidently some new factors came into play during the 
Tender Committee's discussiorp Then the Tender Cum- 
Gittee of which the Chief Engineer was 3 hlem!~ifr ga\.e its 
unanimous recommendation in hlarch 1970. I ~ r m l d  read 
the recommendation which is at the end of the commit- 
tee's report : 

'On the basis of the anal?.sis as stated ab:)ve, the committee 
has come to the conclusion that the offer of firm 'B' for 
south and north break-waters is thc most suitable oner 
and recommended it for acceptance'. 

So, this is categorical. Ha\-ing said this, some new considera- 
tions seem to have come in. There is a statement a t t ~ c h e d  
to the recommendation of the Tender Committee which 
says that if both the works should be given to one 
party, there are  certain advantaqes They have l~stcd ccr- 
tain items where there is IAelihmd of certain finoncia1 
gains Secondly. even from the administrnth.~ polnt O t  
view also, it was felt that both the works shauld proceed 
together for the optimum utilisation of equ~pment and 
machinery. These are some consider~tions which seem to 
have been hroupht out by the Tcrlder Con,nuttw which, 
e;.tdr.ntIy thc Chlc)f Engincvr acccptrd Later, when the 



Finance Ministry raised this question, the Shipping Minis- 
try did ask the Chief Engineer who said, 'As a member of 
the Committee I have already given my opinion and I have 
no further comments to make' and, therefore, no further 
question does arise. This is what he szd .  This has refe- 
rence to the opinion to which he has subscribed as a Mem- 
ber of the Tender Commit:ee." 

Dwelling further on the Chief Engineer's letter of 5th August, 
1970, the witness stated: 

"My only submission is: reading paragraph 3 of the Chief 
Engineer's letter of 6th August, there seems to be a dif£e- 
rence of opinion on tu s .  My submission is, that the Chief 
Engineer has not categorically said that Firm 'B' does not 
have the capacity. On the other hand, he has simply said 
and referred to the Tender Committee's recommendation 
of which he was a member saving that no further opinion 
does nrlsc. Thereafter. the Mlnjetry did not seek to go 
In for retcndcring and t h ~ ?  took t h e  view of the Commit- 
tee as rlght and proceeded accordingly." 

Assuring the Committee that the procedure followed in giving 
tenders for the two works was the usual procedure, the witness 
added: 



That is only fair. He did not want to make any other 
statement. Therefore, no further question arose and the  
Ministry performed its role as was expected of it and issu- 
ed the sanction in the matter." 

3.31. The Chief Engineer, who must be presumed to be a compe- 
tent technical, man had recommended Firm 'D' for the construction 
of North Breakwater. The Tender Committee and the Ministry of 
Shipping and Transport did not agree and decided differently. Sub- 
sequently, when the hllnlstr-? of Finance expressed their reserva- 
tions, the matter was referred back to Chief Engineer without any 
h e c t i v e  by the former. The Comnlittee desired ta  know whether 
the role played by the Ministry of Transport was not like that of a 
mere post office between the Chief Engineer and the Ministry of 
Finance and also enqu~red as to why the Chief Enqineer was not 
made responsible for the fina1isa:ion of the tenders and how the 
Ministry satisfied itself before comine to  a different decision. The 
Secretary of the himistry stated in r&lv: 

"Chief Engineer is the officer in c h a r c ~  of execution of the 
project. He  is a technical man. He is the man on the 
spot. When it comes to :he Ials itself. tenders of a cer- 
tain order. have got to be sanctioned. approved by the 
Go\-ernment and in ihat sense :he Xlinistry do come into 
the pic:ure. II'hen the  nppro~a l  of tcndcr comes in\.olv- 
ing financial sanction. they come into  thc ylicturc. There 
was the Development Advlser in th t  Commiftcc u.ho N-3s 

a n  esperienced cncinet>r Chief Englnwr \\as a member. 
Financial ,4d\-iser of Xadrns pnr: was thcrc 2nd this con>- 
rnittee thomughly scr-u?inised thc thine. Thcv unani- 
mous]? recommended this Mir-qtry proci?s..;cd i t  ns per 
rules of procedure and iss t14 i t .  At t h a t  stnce Finance 
Ministr\- pointed this ou' And this WiIS ai:;~in r c - f c r r~d  
to persons concerned. This qucstir,:.i nf nthcr \vnrks done 
by them \\.as Cone into, and the \Tinistry did take res- 
ponsihilily of apprcrvinr sanction on the advict. of tcrldcr 

1: is for you. Sir. to concludc who is answer- 
able, who is accountable on this c?ucstinn '' 

3.32. The witness also stated in evidence: 

"The Tender Ccrmmittce made i t  clear at thc time wtwn the 
contract was gl\,tan Every pssiblr  prc~aut ion war; tnkcn 
to scrutiruse the estimate and consultation upas mndc with 
the various authorities and Government and so on and 



65 
finally orders were given a t  the proper level. If retros- 
pectively certain things have come to notice and some un- 

'happiness has been expressed by the Ministry themselves, 
i t  shows &!!at they were not vigilant abeut this matter. 

As far  as accountability is concerned it is a collective res- 
ponsibility. Everybody has participated in the matter. 
We have to take it in the proper perspective-certain as- 
pects that have come to notice and the developments that 
have taken place since then. which were sometimes be- 
yond the control of the contractor." 

3.33. During evidence, the Committee also discussed the basic 
issue whether in large scale works it  was not better that the works 
be divided and given to different contractors as in that case there 
would be more resources and better competition available. On this, 
the Secretary. Ministry of Shipping 8; Transport stated: 

"I would not like to comment on this. One can always have 
hind ivisdom. That is what happened at :hat time. What 
consideration went into it. I have already replied. but you 
would pardon me i f  I do not comment on what happened." 

3.35. For a clear appreciation of the protracted process follow- 
ed by the Chief Engineer and Administrator, Tuticorin Port, the 
Tender Committee, and the .Ministry of Shipping and Trunsport in 
the matter of the grant of contract for construction of Sor th  
Breakwater of the Tuticorin Project to the same contractor (Firm 
'B') to whom contract for the South Breakwater had been awarded 
on the basis of lowest tender, the Committee have quoted from 
the various connected documents including those of the Ministries 
of Shipping and Transport and Finance. The Committee find that  
initially, thc Chief Engineer and Administrator of the Port had 
made a specific rcrommcndation that the contract should he award- 
ed to u different firm (Firm 'D') though, according to his own evalua- 
tion of the tenders received, the tender of the said Firm 'D' was 
only the wcond lowest, the lowest being that of Firm 'R'. This re- 
commendation of the Chief E j l d ~ ~ c c r  and Administrator was based 
on three main factors, first that the capacity of both the tenderers 
might not such as to take aver both the works simultnneo~tdy 
secondly that the progrr?;~ of work could he kept up  on each work 
(North and South Rrcnkwntcrs) and the target of completion arhiec- 
ed only if the agcnry of execution for each major work \vn, dif- 
lercnt. and thirdly that tbc works executed till then by ihr Firm 
'R' were to the cstcnt of Rs. 4.17 crows only and the firm h s ~ d  other 



works (elsewhere) in hand to the extent of Rs. 5.59 crores out of 
which works worth Rs. 3.80 crores had yet to be completed. The 
Committee find no evidence of the fact that these weighty argu- 
ments of the Chief Engineer and Administrator were given genuine- 
ly serious thought or properly analysed in an objective manuer by 
the Ministry of Shipping and Transport. 

3.35. Thereafter, the Tender Committee, cousisting of Develop- 
ment Adviser, Ministry of Shipping and Transport, the Chicf Engi- 
neer  and Administrator, Tuticorin Harbour Project. and the F.A. & 
C.A.O.. Madras Port Trust, re-evaluated the tenders for the North 
Breakwater and according to that re-evaluation, which turned out 
to be different from the evaluation made earlier by the Chief Engi- 
neer and Administrator, the tender of Firm 'D' was considered to be 
the lowest. the next higher tender being that of Firm 'B'. The 
Tender Committee considered the ideas of t h e  Firm 'D' in regard 
to technical features of the scheme and the methods proposed by 
them for the execution of the work as 'not sufficiently cleur', but at  
the same time they also found that Firm 'B' too did not ha\c  the ex- 
perience of carrying out marine works. In spite of this finrlin~, tho 
Tender Committee came to the concli~sion that Fir111 'B' had reason- 
able resources and also the equipment to carry out the work. The 
soundness of the arlpuments of the Chief Engineer and Administra- 
tor that the Firm 'R' had other works in hand and that the pro- 
gress of work coitld be kept up only if the agency of esecirtion for 
each major work was different does not seem to have been examined 
either bF the Tender Committee. of which the said Chief Engineer 
and Administrator was himself a member, or by the Ministry of 
Shipping and Transport. 

3.36. A t  a later stage when the Mini\try of Finance acyuic?~ce, in 
tbe award of contract for the Sorth Breakwater also to Firm 'R', 
thev stipulated a condition that this should hp done only after the 
Ministry of Shipping and Transport had fullg satisfied then~selvcu 
that Firm 'B' would he able. in view of their intrinsic capacity and 
the other work4 they had already on hand. to take on and complete 
both the assipmenta, and that it was fully aclvi~nhlc in the ah- 
sence of a more detailed study of the financial-rtnnding, capacity and 
experience etc., of Firm 'D', to reject his tcnder which was the 
lowest. The Committee again find no evidence of the Mini~try of 
Shipping and Transport having paid serious attention to t h i ~  WZ- 
gestion of the Ministry of Finance as they (lid not carry out any 
invedigation of the capacity of Firms 'B' and 'D', hut merely conr- 
munieated the viewii, of the Minicltry of Finance to the C h i d  End-  



neer and Administrator. By that time the said Chief Engineer ap- 
peared to have lost interest, as is evident from his reply of 5th 
August, 1970 to the effect that while forwarding the tender he had 
made his recommendation (that the tender of Firm 'D' for the North 
Breakwater should be accepted) and pointed out th%t as the Ten- 
der Committee of which he had been a member had come to a dif- 
ferent conclusion, namely, acceptance of the offer of Firm 'By for 
both the works, further review of the position at that stage separato- 
ly by himself, did not arise. In the opinion of the Committee this 
cryptic reply of the Chief Engineer and Administrator was another 
pointer to the Ministry of Shipping and Transport that it was for 
the Ministry to have a careful look a t  the recommendations of tho 
Tender Committee in the light, especially of the observations of 
the Ministry of Finance. This the Ministry of Transport do not 
seem to have done. The Committee therefore. are of the view that 
since works of such importance, involving heavy expenditure and 
competent expertise should be given to firms of proven standing and 
creditable performance in their particular field, the best course in 
the case should have been to go in for retendering. The Committee 
also consider that the allotment of work on both the Breakwaters to 
the same contractor, who had neither the adequate ability nor ex- 
perience, led to delay and dereliction in the completion of the pro- 
ject and consequential escalations in cost. 

The Conln~ittec reconmwrid that the whole procedure of examina- 
tion of technical proposals relating to big national Projects in the 
Ministries shortlcl he adequately reviewed and guidelines laid down 
to ensure that all important and relevant factors are seriously and 
thoroughly weighed by the Ministries before final decisions arc taken. 

As regards this particular case. thq Committee desire that the 
circum~tances leading to the award of both the works to tbe same 
contractor whose performance was riot above reproach should be 
investigated nnd the outcome reported to the Committee. 



CHAPTER IV 

CONCESSIONS TO CONTRACTOR 

Audit Paragraph 

4.1. The South breakwater was to be completed in 30 months by 
Februaq  1973. The North breakwater was also to be completed in 
30 months by May 1973. By about June 1971 it was noticed that pro- 
gress of the works was not satisfactory. The contractor requested 
Government for various concessions. For expediting the works the 
following concessions were granted to the contractor in January 
1972 and May 1972:- 

4 2  There was no improvement The work of Xorth Srcakn ater 
camc to a stand-still from tht, bcg:nning uf Sovcmber 1972, a i though 
firm 'B' hiid appointed t ~ v u  sub-contrac'ors, c~ne \r.ltlrc~ut !he ajt- 
proval of Government, as rwjulrcd under  t11e coritract The  rlialn 

plea of firm 'B' was that i i  was ncrt lri a pos1:ion to  irroducto the 
des:red results because of un\vorkablc ratcbs and fifianc~itl d~f f i cu l t l~s  
I: requested Co\*tdrnment for varmus flirther corlc. ssron U'hllc w n -  
sidcrrng the request thc Minrs:ry of Shipping and  l'r;tnsport obsrrvcd 
(March 1973) that "the contractor ha\ shown I l t t l ~  busincss ricumcn 
He *em\ to have agrced to things which werv ohvlousls unccono- 
mic Our ex-Prolect OPficer seems to h a w  taken such an  un-realictic 
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a$titude as to endanger the timely completion of the project. We are 
in a Jam, In whatever way we can, we should get the project com- 
pleted. " The following concessions were granted to firm 'B' in July 
1813 for keeping the contracts going as "canceLlation of the contract 
and re-tendering of the works and appointment of a n t h e r  contrac- 
tor was considered to be fraught with serious consequences involv- 
ing legal complications, delay in completion of work and heavy extra 
.expenditurev: - 

I~isreasc i r  thc l i m i t  ofesc11I~t1~ i -1:cirgt > . . 2a.c.o IC'OQ 

4.3 With the above concessions, the vaiue of the two contracts 
(wi th  masilnum escaiar~on) AS noti dbout Rs. 12.86 crures (South 
breakwater. As. 828 croses. S o r t h  breakbva~er: Rs 4.58 crores) as 
against iibout Iis 12 01 crores at  ivhich !he con:racts byere allotted. 
Thc v;iluc of t h c  con!ract of 5rn-1 'B' for  Sor th  brt*aktvnter (Rs 4.58 
crores) as nlentioned abovc is Rs 0.56 crores more than that of firm 
'11' (Its 4 02 crores) as computed by thC Tender- Com~nlttc-e 

4 4 I n  ~ t s  tenders for  thr  abovc works firm 'C' had quoted ra:es 
for r a r r l a p  of armour stoncbs from Thnttnpnrai quarry ~ w t c a d  nf 
Amhnsamudrnm quarry.  ~vhich was sr~lcctcd for quarrylrw armour 
stoncs on t h e  br isk of dctnilr*d s " t t d y  hv ~ c ~ ~ l n g i c n l  cxpv:s  After 
cv;lluntlon by the Trrdcr Comrnlttec its offers for  thc abovt- works 
wrre for Rs 12 66 rrorcs (South breakwater Ws R 30 crores Ynrth 
bre:ikwa:cr. R s  4 36 crores) .  ~ncludinq Rs 0 74 ornrc added by !he 
Tender Committee as additionill cost for cnrrmge of armour s toms 
from Ambnsnmudrarn quarry In n ~ ~ h i n , :  this c v a l i i n t ~ ~ j ! ~  ccsc.tln!;on 
charges for increase tn cost of l a b u r  demandd by firm 'C' were not 



taken into account. Assuming that  the same maximum escalatiofi 
charges which were initially agreed to be paid to firm 'B' for comp-- 
letion of the works in 30 months (South breakwater: Rs. 17.29 lakhs,. 
North breakwater: Rs. 9.33 lakhs) would also have beep payable to 
firm 'C', the total value of its offers for both the works would have 
been Rs. 12.93 crores. As against this, Rs. 12.86 crores have already 
been agreed to in the case of firm 'B'. In addition Government spent 
Rs. 10.55 lakhs for constructing a finger jetty demanded by firm 'B' 
as mentioned subsequently in this paragraph. 

4.5. R u p e s  95.35 lakhs were paid to firm 'B' between July  1970 
and September 1974 as interest-free advance, being 80 per cent of the 
cost of construction equipment hypothecated to the project. Recove- 
ry  of the advance was to commence as soon as the gross value of the 
work done was 50 per cent of the value of the  contracts. In other 
words, recovery should have commenced latest by October 1971 (for 
South breakwater) and February 1972 (for North breakwater). i .e .  
after 15 months from the dates of award of the contracts, and com- 
pleted by the time work done was 87.5 per cent of the value nf the  
contract. 1.e.. well before February 1973 and May 1973 respect~vely. 
when the works were scheduled to be completed. Hoivel.er. du? to 
slow progress of work. recovery of Rs. 6.02 lakhs was made on nd hoc 
basis upto September 1974 Thus due to delay In cornplet~nc the  
works. the interest free advance remnlned \\.'ith fi:-n? 'B' for much 
longer than contemplated (interest for other advances ivas 7 pcr 
cent) .  The Ministry stated that "a. per the terms of the contract, 
the recovery of the machinery advance should commence after  50 
per cent of the contract valne of the work is over It does not ha\ve 
any co-relation In reswec! of time In linear ~?ropor?ion." 

Progress of work 

4.6 When the concess~ons mentioned above ivere 2ran:t.d to firm 
'B'. ~t aqreer! to cor@ete both the works by 31st hfarrh 1975. 1 . e .  2 5  
months and 22 months after the due dates of comp1e:mn of South 
breali\r.atcr and S o r t h  break~vater r e s p x t i \ ~ 4 y  nccnrdlng to ?he con- 
tracts. In August 1974. however, ~t applied for extension u p  to De- 
cember 1975; extension has been granted (Novemtm i97-i) up to 
?+la:*, 1975 and July. 1975 for the  South breakwater and  the North 
break\vater respectively. 

Expenditure on the project up to Anril 1974 \sas Rs.  28.44 crores. 



Construction of finger jetty 

4.7. Breakwaters are constructed either by 'island msthod' or 'e:!.l 
.on method'. Under 'end on method' the  breakwater is constructed 
progressively from the shore and by using road vehicles. Under the  
'island method' stones are carried by barages and dumped in the 
sea along breakwater alingnment working backwards to the shore. 

Finger jetty is required for berthing floating cranes and crafts 
for construction of breakwater by 'island method'. The schedule at- 
tached to the notice inviting tenders for the above works contain- 

-ed the following clause for doing the  work by 'island method':- 
"The provision of a jetty by the department a t  5.6Sm of South 

Break Water will be considered by the department only 
with reference to the floating crafts likely to be brought 
in and used by the tenderers. However, if the department 
decides that the volume of, fla!ing craft and equipments 
do% not justify the l?rovision of a jetty at -5.65m or even 
if a jetty is provided. i f  there is a delay in such construc- 
tion of the jetty. or the jetty i f  provided is inadequate to 
handle full quantity of stones to be used on th:. works. 
the tenderer should esecute ?he  work by unloading the 
stones a! the crane track and using th. esisting jetty at 
-2m of the South Break Ci'ater and a t  -3m at Xorth Break 
tr.atcr 3t no extra cost." 

Tenders tverc invited in Auqust 1969 for construcrion of the break- 
water \)? 'island method' in dwper reaches and by 'end on method' 
in shallo\\. r e a c h x  In an amendment to the norice ir.vitir,e ter?ucrs 
issued in ?r'cn.txmber. 1969 the tenderers were given option t c  do  the  
u.ork b y  ' a n  method'. 

The. t wders rece!\.ed in Deccn~b~: .  !969 ~ndicated that !he cost of 
the \\.o..ki ivould bc less b. ahwit Rs 2 28 crores i f  'end on method' 
das adoptcci T h  . Ch:e! Englneer an3 Xdn;:n:stratnr informed Go\*- 
ernmcnt in J a n u a v  1970 that :he e n t m  ~ v o r k  ivould t:e go; done by 
'cnd on nlcthod' and that the contrnc:ors tvere agre..?l;:? to execute 
tht. wctr k hy 'any nwtho:-' Contracts for :he ~vorks  executed in 
J u l t  1970 and Octobcr 1970 \\.ere fo:. cons:ruction of :he breakwater 
by ' a n  method' a n d  the project nirthor:ty had ti:c dlscrctinn not 
to providc finqcr jctty. 

Canslruc!inn of the finger jet!!. (est1matt.d cos t  Rs 11 42 Iskhs) 
WGS stnrtcci in J u l y  1970 and complctcad In September 1971 (espen- 
diture booked t q t o  November 1971. Rs 10 52 lakhs). Firm 'R' has 
been doing the tvorh under. 'end on method' for which no finger jet- 
ty was conternploted in the notice inviting tender. 



4.8. The Ministry stated (December 1974) that "the firm requir- 
ed jetty, one a t  -2m and the second a t  -5.6m depth to handle the 
concrete units etc. This has been accepted by the Government. Thus 
the provision of the jetty became a contractual obligation and ac- 
cordingly the jetty at -5.6m depth was constructed in addition 
t o  the one a t  -2m depth. This jetty is also proving useful for berth- 
ing of harbour crafts during bad weather. 

[Audit Paragraph 37 of the Report of the Comptroller and 
Auditor General of India for the year 1973-74, Union 
Government (Civil)] 

Payment of Extra Amounts for  Cote Stones and Armour Stnr:cs 

4.9. Based on the recommendations of the Tender Committee. 
sanction was issued in June 1970 for the atvard of South breakwater 
contract to 31 s. Andhra Civil Cons:ruction Co.. (Firm 'B'b for 
Rs. 7.83.87.000i-. The sanction for the a\vard of North break\vatcr con- 
tract also to Firm 'B' was accorded in October. 1970 for Rs. 4.16.97.461. 
Thus th? total value of the tvorks awarded to Firm 'B' ivas Rs.  1'5.01 
crores (approx.) (including Rs. 0.28 crores towards max:mum es- 
calation for increas: in cost of labour  pn?-ablc to the con:rac?x-- 
Rs. 0.18 crores in respect of Sou:h b!-cak\vn?er and  Rs.  0.10 crcrcs in 
respect of Svr th  breakwater). 

4 10 The tvorks relating to the Sou th  breaku.a:er commenced in 
.L\ugust. 1970 and those of North hreakiv:ttc\r In October. 1970 Thc 
st1pul3ted pr.rlod c f  complctron for  btth t t w  n.nrks was 30 months 
and the target dates of complet~on iverc t h u s  fixed as under. 

4 11 While agreeing to take up the works rcls t tng to thc two 
Breakwaters ,  one of t he  cond:tmns accepted bs t h r  firm 'B' related 
to Qlsarrles The firm had s t n ' : d  In this regard: 

The Chwf Eng~ncer and  Adminis!rator, whilra for\i.artfing the 
ahwe accc.planre of Firm 'B' had ii14achcd :t strctrment, Ihc rnlcvunt 



portion from which is reproduced below:- 

"C>nditions stipulated by the Conditions a8 accepted by the Fuzthc~ 
tenderer Ministry for South breakwater C c m w + t s  of the 

4 12 From the notes In the files of the Mln1s:ry of S h ~ p p m g  & 
Transport, the Cornnuttee find a statement lo the effec: tha t  the s?- 
l ec t~on of quarries at That tapara~  and Amba_iamudrdrn w?s made a! 
the inception of the projtsct ev~den t ly  on a de ta~led  s t u d  on ?he 
quality of rocks a: chfTcrent places In and around the areas by geo- 
logical ea{)cr:s ?'he follou.ing extracts !corn the project rcport sub- 
rnl:teti ln 1Y63 by t h e  then  Development Adv~ser .  1ims:ry of Trans- 
por: & Com1nun1cat:ons. 1s pertinent.  



4.13. By about June, 1971, it was found that the  progress of the 
works was not satisfactory. The contractor made representation to 
'Government in June. 1971 regarding alleged difficulties faced by him. 
*One of such dimculties related to quarries. The gist of the represen- 
tation made by the contractor in this regard is indicated below:- 

"Quarries. 

(a) Thattaparai Quarry:-The Thattaparai quarries allotted by 
the Department revealed over-burden of 10 to 15 f t ,  thick 
as against 5 to 6 fit. thick earlier visualised by the contrac- 
tors. Further there was heavy seepage. Hence they could 
produce only 2000 tonnes of stones per day as against the 
stipulated 3920 tonnes per day and so they desired t11 de- 
velop fresh quarries a t  further places like Vallanad. See- . 
thakulam. Alagapure. Swarnynathan < L C .  involving an ex- 
tra lead of 16 kms. 

( b )  Amhasam udarav~ Quarncs~  -The contrac!ors' total rz- 
quirement was 14 lakh tonnes of which about 8 lakh tonnes 
was to be removed by rail and the balance of 6 lakh ton- 
n t s  by raad The contractors had to face labour problems 
from the job workers and crane operators at the rarl q u W  
ries resulting in heavy financial losses to them So the  
contractors requested either to evacuate the  lob n - o r k m  
a:  these quarr~es or alternatrvely reduce the quan!ity of 
armour s t o n s  to be moved by rail to 4 or 5 lakhs tonnes. 
They icere prepared to remo1.e the remainlog three or  four 
lakh tonnes from other quarrlcs nearer Ilk2 Vallsnad 
(lead 25 rn~les) S~ngapalarn (lead 52 m ~ l c s )  Thcy would 
be prepared to give proportionate rebat: In '.hClr rntrc by 
road conveyance on account of lessrr leads 

The contractors also pointed out thn! quarries cbarmarke;i for 
South Brzakwater were get t ing cshnrrste4 and thev w r c  
unable to get prnpcsr proportion of thcsr s'bnw They 
therefore sought permission to operate Slngapdam rjunrrtr 
to supplement Ambasamudrnm quarrlcs for p r o d u c t m  of 
armour stones to be moved by road." 

4 11 The "d:ffrcult~es" pointed out by !tic! contractor ivcre esn- 
@mined jointly by the then Dct?u!y DeveIopmcnt Advrscr. Ministry 
.of Shipping and Transport and the Chief Engineer and Administra- 
tor of the Tut~corin Hart-)our project after an on-the-spot inspection 

.of the work-sites and personal discussion with the contractor. They 
gave a join! report to the Government on 29th July,  1971. This re- 



port was further conaidered in the Ministry of Ship3ing and Ikarrr- 
port on 19th August, 1971. Pursuant to the discussions, the Chief 
Engineer and Administrator worked out and recommended the 
cost of extra lead payable to the contract as Rs. F.80 per tonne as  
per details given below: 

K\. H\. Hs. Ks. R.;. 

3' 00, 8.00,' S a, 8 . ~ 2  4 . 0 0 '  
la cfr. loo cfr. IW cfi. IGO eft. 10;) eft. 

4 IS The claims of the contractor relating to quarries were con- 
uilrred in the Ministry ob Shipping and Tranqmrt and the following 
272; L&B 



decision was communicated to the Chief Engineer and Administrator 
i n  January, 1972: 

"An extra rate of Rs. 2.80 per tonne may be paid for stones 
brought from quarries other than That tqarai ,  for the 
quantity of stones over 2500 tonnes per day subject to 
achieving 4000 tonnes per day." 

4.16. As the progress of the works continued still to be slow and 
unsatisfactory, a meeting was held in the Ministry of Shipping and 
Tranqor t  in March. 1972 to analyse the reasons for bad performance 
and  also to examine the representations made by the contractors. 
The issue of quarries raised by the contractor and the decision ar- 
rived thereon are given below: 

Issac raised by thc cnntroaor Dcdsiors rakcn durit-gthc mrcting in March 1972 

Extra ptpm:nts for stones 
from q.urries &r 
Thattnoami. 

( 1 1  From 1-3-72 onwards, the tlp~rr 01 q1.250 1 0 .  r~cs has 
hrcr reducrcd to 2 5 . 0 ~  ir>lllic* 41 rt a i l t h c  olhrr r h r  p 
rcmalr: :hc samr. -- - 

4 17. The further relief thus plov~dcd to the  contractor 111 rcsptbct 
of. quarries (along w~:h rellcf ~ 1 1  some o t i w  accounts. as dcmnnded 
by him from time to time) also dld not produce the dcsircd st.sul!s, 
and the progress of the bvork c o n t ~ n u e d  to bc un.*atisfactor! " tits- 
pite repeated wbrning to ihc contractor Tht: contactor's m n l n  plea 
was that thev were not In a pos:t~on to deliver t t w  g o d s  o n  account 
of unworkable ratec allegedly resul1:ng in poor cash flow and ht.a\y 
losses. 

4.18. On the 28th October, 1972 the rqresentatives of the  firm 
'B' were given a hearing in the Ministry of Sh~pping and Transport. 
They were asked to spell out clearly in wr~trng their minimum de- 
mands which, in their view, would enable them to ensure timely 
completion of the Project. In regpanse the contractors submitted 
their demands in a letter dated 30th October, 1972. The demands 



were broadly examined a t  a meeting held by Joint Secretary, Mi- 
nistry of Shipping & Transport an t h e  25th November, 1W2. Sub- 
sequently, the contractors met the  Transport Secretary and r q r e -  
sented that unless still further concessions were given, they would 
not be able to continue the works. - 

The addjtional demand included the following further concessions 
in respect of transport of stones from quarries:- 

" ( a )  For carrying from Vallanad Seethkulam, they should b e  
paid for extra lead a t  the rate of Rs. 4.50 per tonne with- 
out any requirement of a minimum output from Thattapa- 
rai, i.e. for the entire quantity quarried from these two 
places; 

(b) They should also be reimbursed for their consequential 
losses due to poor availability of stones at Thattaparai." 

4 19 In a note dated 28th November, 1972, Mlnlstry of Shqp ing"  
and Transport apprised thc Minis tq  of Flnance of the position in 
regard to the contractors' d~fficulties and stressed that only two 
courses were open to them ri: e ~ t h c r  a way should he found to m!l- 

patc the financial difficulties of the contractors to enable them to go 
n h m l  with thc works or  t i l t h  CCIII'I-act should be terminated and t h e  
tvork pi! c i o n t b  th:.o!~qh othcr 'l:::ncies 

Further, i t  was conceded that the rates quoted by the contl actor, 
eipxially for North breakwater. were waewhot low as c n m p a r d  t o  
the estimate oi the Department itself (by about 10 per m t ) .  



120. A point was raised whether the low rates quoted by the 
contractor represented a deliberate design on his part to secure t h e  
contract or whether it was due to his technical incompetence. T h e  
consensus was that this aspect could be separately looked into, if ne- 
cessary, and should not, in the  meantime, prejudice the consideration 
05 the present problem. 

4.21. With this background the various claims of the contractor 
were examined and the position in regard to the  claim for extra 
payments for stones brought from quarries other than Thattaqarai 
was recorded as follows: - 

"Paymcnr jor extra lead zn the case oj  stones brought from 
quarries other t h a n  Thattapara b .  

At present an  extra rate of Rs. 2.80 per tonne is being paid to 
the contractor for the quantities of stone brought from 
quarries other than Thattaparai over and above the asses- 
sed yield of the quarries a t  Thattaparai from time to 
time. The contractor has represented that h? must be paid 
Rs. 4.50 per tonne for the entire quantities of core stones 
conveyed from quarries other than Thattaparai with re- 
trospective effect. The contractor's main plea is that That- 
taparai quarry is not yielding the cjuantity as has k e n  
assessed from time to time due to various field limitaticns. 
The actual experience has shown that the Thatta- 
parai quarries are  not yielding requisite quantities 
of stone as envisaged in the  agreement. This 
fact was duly recognised during the course 
of discussion held on this point and it was felt that  
the contractor's request could be considered favourably 
with retrospective effect. As regards the rates the contrac- 
tor has pleaded that  the extra rates of Rs. 2.80 per tonne 
does not cover the expenditure involved in developing new 
quarries formation and maintenance of roads. lighting and 
water supply to labour. duplicate organization for super- 
\vision etc.. but  this was not agreed to. Rut it was agreed 
that the percentage of tender excess would be added to the  
basic rate of. Rs. 2.80/M.T. and accordingly the extra 
rates may he fixed a t  Rs. 2.55 per M.T. for North Brcak- 
water and Rs. 3.42  per M.T. for South Breakwater res- 



pcetively. The financial effect of this would be as follows: 

2. North Breakwater . Rs. 13-48 lakhs 

The contractors have also represented that they require pay- 
ment for the extra lead involved in getting armour stones 
from Mannarkoil quarry involving an  additional lead of 
8 kms. The contractors had earlier rqresented that  as the  
road quarry for South Breakwater a t  Arnbasamudram 
could not yield b j ~ g e r  size (6 to 8 T) stones they may be 
permitted to bring the stones from a nearby quarry Man- 
narkoil. Their request had been conceded and they have 
been getting stones from the new quarry from October, 
1971 onwards. On ;he same analogy as that of Thattaparai 
their request for extra lead for Mannarkoil quarry can also 
be considered. The extra amount payable to them on this 
account would work out to Rs. 3.05 lakhs a t  the rate of 
Rs 1.76 per M.T." 

4.22. The trarious claims of the  contractor had also been discus- 
hed with the Managing Partner of the Firm in a meeting taken by 
!he Secretary. Ministry of Shipping and Transport on the 15th De- 
cember, 1972. It was felt that suitable safeguards should be ensured 
to protect the interests of t h ~  Government, as well as to see that the 
contractor did not fail in his performance after obtaining all these 
concessions. Accordingly, the follawing safeguards were stipulated. 

"The contractor should strxtly adhele to the rev~srtd targets of 
the qrogress and dates of co~nplet~on of the w o r k  as fised 
by t h e  Chief. Engineer and Administrator. Tuticorin Har- 
bour Project. The contractor should give an undertaking 
that in case the contractor fails. Government shall be at 
l~ber ty  to take an> action l t  deems fit  to c a n c c l / c l o ~  the  
contracts and he would abldc by the Government's deci- 
sions and he would not also take rccourst. to such steps 
as legal action etc. 

The contractors should sign o supplenwntal agreement cover- 
ing all the above undertakings." 

The contractor agreed to give all the above iindertakings in his 
letter dated the  16th December, 197'2. 



433. The M a 1  effect of the proposed concessions in respect 
of quarries discussed above was as follows:- 

(Rs. in lakhs) 
North South 

brenkwatcr breakwater 

(8) Extra amouut payable for all thc rore s t o x s  obtnircd from 13.48 13.88 
w m e s  other t h l ~  Ttlattapartli or tlw ratc ot Rs.3.4ajT. for 

%outh B r d u a t c r  ard Rr. ? 55IT for inr ih  RnaXuntrr 
contract (with retrosp~~live cflcct). 

(b) Extra amounr payable for the armour a tor.^ s obtairc d f ~ c n -  . . 2' 05 
Mannarkoil (with retrospective cffect:. ---- 

Total 13 .48  15 '93  

4.24. The question of granting the above mentioned concession in 
regard to quarries (including other issues) was considered in t h e  
Ministry of Finance in January 1973 and the following note was re- 
corded by the Joint Secretary in this Ministry: 

" * * * At the meeting taken by the Secretary, Trans- 
port, on 15th December, 1972. a question was raised whe- 
ther the low rates quoted by the contractor in 1969 were 
the  result of a deliberate action on his part to  secure the  
contract or a result of his technical incompetence. It was 
also raised whether a t  the time of awarding the contract to 
the  contractor, his technical and financial ability to under- 
take the work had been cuamined. I t  was stated that this 
a s y c t  would he looked into separately and should not pre- 
judice the consideration of thc present case. 

At that time. I had c x ~ r e s s c d  doubts about the  techn~cal com- 
p t e n c e  and financ~a rc..;i~urcc.; of the firm to execute the 
work in as much :$. w e n  a t  the  time of the  award of the 
cnnrract--(i) h -  bar! no cxperwnce of Marin Works: ( i i )  he 
had to sub-let the c ~n- :~uc ' ion  to l T / s  b ) t h  
becaust contractor',, f i ~ a n c r c  and resources madc rt tin- 
rcal~stlc f o r  hlln to carry o11t all the work by himself and 
a sub-con tractor with suficlcmt financial resoul cc.5 and 
technical crtmpctence was cwisidered necessary Again he 
had, u ~ t h o u t  the approval of the Govt., appointed * * * as 



another sub-aontrractor. and (iii) on the average the con- 
tractor had exeeuted the works worth Rs. 6.7 crores at  the 
time of award of the contract. He had a t  that time on hand 
already works of Rs. 3 112 crores. The value of the works 
allotted to him under these contracts was Rs. 12 crores. 

The first question to be considered, therefore, is whether the 
contractor has the technical competence and financial. re- 
sources to do the job. The Chief Engineer and Administra- 
tor of the Tuticorin Port maintained that the problems of 
the contractor are primarily financial and if the financial 
assistance was given to him, he had no doubt that he would 
be in a position to execute both the contracts in accord- 
ance with the revised time schedule. In other words, h e  
had no doubt regarding his technical competence. 

It  was, therefore, agreed to examine the claims on merits, ac- 
cept those where the claims were fair and equitable and 
recommend the acceptance of, ex-gratia payments as a 
price for getting the work completed in time and to avoid 
litigation which would only delay the work and mean 
more loss to Govt. than the ex-gratia financial assistance 
we might give him. In other words, on grounds of expe- 
diency i t  was agreed in principle to consider the ex-gra- 
tia payments to make the present contract workable. 

The nature and justification of the claims made by the con- 
tractor and proposed to be admitted were discussed by me 
with the concerned Joint Secretary in the Ministry of 
Transport and the Development Adviser (Ports) on the  
27th January, 1973. The points which emerged from the 
d~scussion arc stated below: - 
(a )  P a ? p e n t  for extra lead for the core stones 

The extla anlount for the core stones other than from That- 
taparai quarries is proposed to be Rs. 3 . 4 2  .:)er tonne for  
South Breakwater works and Rs. 3.55 per tonne for  
North Breakwater works. To ascertain whether the pro- 
posed amount would be in the nature of an ex-gratia 
payment or on merits. the following information should 
be furnished: - 

As p r  the agreement, the contractor was to inspect and 
examine the quarries and to satisfy himself regarding 



the nature of the ground and the sub-mil, the form 
and the nature of the work and the materials neces- 
sary for the completion of the work and the facilities 
available and to face all risks arising out of the con- 
tract. Consequently, the contractor's plea regarding 
the poor availability of the stones because of the heavy 
over-burcien in the quarries, the erratic nature of the 
rocks and the watering of the quarries could not be 
deemed to be good and sufficient cause far making 
good to him the extra expenditure incurred by him in 
exploiting other quarries involving longer lead. 

After discussion, it was decided to ascertain whether any 
incorrect bore-hole or other data was furnished by 
the project authorities to the contractor which led him 
to over-assess the economic availability of the core 
stone and ignore the handicaps in extraction arising 
from over-burden and the erratic nature of the rocks. 

Again, as per the Joint Report of the D q u t y  Develop- 
ment Adviser and the Chief Engineer and the Admi- 
nistrator of the Tuticorin Port after taking into ac- 
count these difficulties. 1500 tonnes of core stones 
could be extracted per day and only the balance 1500 
tonnes were to be brought from other quarriei The 
payment for extra lead for quantities In excess of 
1500 tonnes per day needed to be justified. If subse- 
quent assessments regarding the availability of core 
stone from Thattaparai have undergone a change 11  
has to be considered as to how far they have to be 
relied upon ~ i w - v i s  the joint assessmcnt of the Deput? 
Development Adviser and the Chief. Engineer S. Ad- 
ministrator of the Tuticorin Port 

Again in FebruaryIMarch. 1972, the contractor h c i  h:rn- 
self made the assessment that. after Februar!., 1972 
he could extract 2500 tonnes of core stone per d q .  
from Thattaparai. can his own assessment be ignor- 
ed, as i: will be natural to presume that this had bcen 
made after a careful examination of the quarries? 

It was agreed that a comparison should be made between 
the rates for the carriage of the stones from 'l'hattapa- 



rai and Ambasamudaram of all the tenderers includ- 
ing Arm 'B' with the estimated rates. This compari- 
son was desirable to ascertain the excess in the ten- 
dered rates over the estimated rates. 

(b) Armour stone from Ambasamudrrram 

Here again, as per the joint report of the Deputy Develop- 
ment Adviser and the Chief Engineer & Administrator, 
the quarry could yield the required quantity of stone 
with properly organised blasting. The inability of the con- 
tractor to raise the stone of the required size and quan- 
tity was because of labour trouble due to irregular and 
erratic payment by him. On this basis, the payment pro- 
posed to be made to him can only be deemed to be ex- 
gratia. It was agreed to re-examine the matter.' 

4.25. The points raised by the Mmistry of Finance were then 
considered in the Ministry of Transport in Februav,  1973 and 
relevant portions from the notes on the subject, approved by the 
Joint Secretary of the said Ministry on 26th February, 1973 are 
reproduced below: - 

"The various points raised are discussed below: 

I .  Data on quarries furnished by the Department to the 
tenderers. 

* * 
In the Tender rirawlngs relatmg to quarnes no borchole data 

has been given. 
T h v  contractor's first representation regarding the yield of 

quarries and the reply of Chief Engineer and Ad~ninistra- 
t o r  thereto may please be seen. * * * * 

I t  r a n  he  seen from the above refereneces that no incorrect 
))ore hole or other data was given to the contractor which 
would have misled him to over assess the yield of quarries. 

2.  The DepartmenraI assessnlent of quarries jrom time fo 
f ime. 

(1) The Joint report of July. 1971 by the Depuw Dewlop- 
ment Adviser and the Chief Engineer dr Administrator, 



Tuticorin Harbour Projest estimated the economic daily 
production as 2500 tonnes for bath the breakwaters. 
Although the total requirement of stones was available 
at  Thattaparai quarries, the economic production could 
be 2500 tonnes per day because of deeper overburden, 
erratic rock formation susceptibility of the ground quar- 
ries flooding, during rain etc. 

c 

During the subsequent meeting held in August 1971, the Con- 
tractor himself brought out that he could not quarry more than 
2500 tonnes of stones per day. The Chief Engineer also agreed that 
2500 tonnes per day would be the correct assessment of the economic 
capacity of those quarries. 

Based on the above discussions, the payment of extra rate of 
Rs. 2.80 per tonne was subsequently agreed to. 

(ii) March, 1972 meetitrg. 

During the above meeting, the contractor expressed the 
yield of quarries as 2000 tonnes per day which was 
accepted by the Chief Engineer and Administrator. 

(iif) Subsequent assessment. 

During the meeting taken by Joint Secretary (P) on the 
11th July, 1972, the contractor represented that the yield 
had gone down further and the  Chief Engineer 6; Admi- 
nistrator was ad\.ised to make a fresh reassessment of 
the quarries and to take appropriate action under the 
term of contract Accordingly. the Chief Engineer & 
Administrator made a fresh assessment by making bore 
holes, trial blastings etc. and informed that the possiblc 
yield of Thattaparm quarries uroulcl be 800 tonncs per 
day for South Breakwater and 700 tonnes per day for 
North Breakwater and that the revised ceilings were 
being given cffect to frnm 1st July.  1972. 

(iv) I: has hcun stated i n  thc note of Jomt Secretary (Finance) 
that "Again In Fehl-uary March, 1972, the contractor had 
himself made the asseqsment that ilftchr February, 1972, 
they could extract 2500 t o n n e  of core stones per day 
from Thattaparai." 

It may be pointed out that during the March meeting, t he  
contractor exprcsed that the quames w m  yielding hardly 1000 



'B 
totlnea per day per brsakwater. I t  k not gLear where the contractor 
has stated the yield as 2500 tomes per day. 

4. A r m r  stones from Arnbasamudram 

The contractor's claim for the extra lead involved in conveying 
from Mannarkoli is in respect of South Breakwater road quarries. 

The joint report of Deputy Development Adviser and Chief 
Engineer & Administrator mentions that with proper organised 
blasting, the Ambasamudram rail quarries can yield enough quantity 
of a m o u r  stones. Under 'Arnbasamudram road quarries', no 
mention has been made regarding the yield of those quarries. 

T h s  has been discussed subsequently during the meeting held 
on the 19th August, 1971 and i t  was agreed to approve other quarries 
provided the contractor would not claim for the extra lead and the 
contractor also agreed for the same. 

The subject wak again discussed during March meeting and the 
contractor's contention regarding the failure of road quarries to 
south breakwater was found to be untenable. 

Durlng the meetmg taken by Transport Secretary on the 15th 
December. 1972, it was felt that the contractor's claim for the extra 
lead in respect of Mannarkoil quarries could be considered on the  
same analogy as that of Thattaparai as such conveyance from a 
longcr distance entailed extra expenditure to the contractor. Accord- 
~ngly ,  the extra rate and total amount payable were worked out. 

6 4  * * * * 
4.26. On the above, the Joint Secretary. Ministry of Finance, 

recorded as follows on the 28th February. 1973:- 
* 

The position that emerges from the note above is as under:- 

Payn~trnt for the u.rtra lead for the cow stones 

1. Under the ttbrrns and conditions of the contract, the con- 
tractor w a s  wholly responsible for inspecting and exarnin- 
ing ttlc quarries to satisfy himself about the availability 
of the corc stones. The Department had not furnished 
any data to the contractor regarding the quarries which 
could have mis1t.d him to over-assess the yield from the 



quarries, Consequently, any payment now made for extra 
lead for the core stones would have to be in the nature 
of ex-pat& payment. 

2. While the joint report of July 1971 of the Deputy Develop- 
ment Adviser and the Chief Engineer & Administrator, 
Tuticorin Harbour Project, was not qualified inasmuch as 
it did not indicate that the yield from the quarries would 
go down subsequently, it may be accepted that there would 
have been a decline in the yield from the quarries as the 
quarrying progressed. The ex-gratia payment would 
have, therefore. to be limited to the external lead on the 
quantities of stones in excess of that which should have 
been extracted from the Thattaparai Quarry from time to 
time and not with reference to the quantities of core 
stones actually extracted. Thus from July 1971 onwards 
the extra lead payable ex-gratia is for 1500 tonnes, from 
March 1972 for SO00 tonnes and j ~ d y  1972 for 2500 tonnes. 

3. Keeping in view that the rates tendered by firm 'B' were 
lowest or nearabout lowest for corc and armour stones, 
the proposal for payment of cstra lead may be deemed 
to be reasonable. 

The same remarks vide 1 above would apply to the pay~nrnt 
of extra lead for carriage of armour stone from Mannar- 
koil Quarry. 

4.27. On the  posit~un being furthcr cxnrn~ncd In the Mlnistry of 
Sh~pping and Transport. the following note recorded by the Deput!. 
Secretary on 1st March 1973 was approv~d hy the Joint St2crctary: 

"In regard to ?be payment for cstra lead for :he core stones, 
Jmnt Secretary (Finance) has suggested that payment 
should bc* limited to  the esIra lead on the quantitws of 
stones In excess of that whwh should have been c~xtracted 
from the Thattaparai Quarry from time to t ~ m c  and ]lot 
with reference to the quantitws o f  core stoncs actually 
extracted from othw quarries In view of thc fact that 
payment has already been made at the rate of Rs. 2.80 for 
the quantity as  suggested by Joint Sc~re ta ry  (Finance). 
there will hiirdly be any benefit to the contractor with 
such a procedure. I t  is a point for consideration whether 
on the basis that the contractor would not ga to a quarry 



farther away unless he could not get that yield from the 
nearer one, we should press the Ministry of Finance for 
payment on the basis recommended by us earlier. The 
fact remains that the rates are extremely low and that 
the contractor is in financial difficulty. There is also the 
point that quarrying from a more distant quarry will not 
be resorted to without compulsion of scarcity." 

4.28. On the papers being submitted to Secretary, Transport, he 
recorded the following note on the 2nd March, 1973:- 

"Frankly I finr! ~t d~fficult to say who 1s responsible for the 
present state of affxrs. The contractors has shown 
little business acumen. He seems to have agreed to 
thlngs, which were obviously uneconomic. Our ex-Project 
Officer seems to have taken such an unrealistic attitude 
as to endanger thc timely completion of the project. We 
arc In a jam. In whatever way we can, we should get 
the project completed Looking to the whole case, we 
can make reasonable payments on merit. I am inclined 
to agree w ~ t h  D.S However, if  they have to be ex- 
gra t~a .  I shall feel forced to agree" 

4 29. The final proposals were then sent to the Ministry of 
Flnnnce for their concurrence. After discusison between Secretary 
(F!nnnce), and Secretary (Transport) and after notings in the two 
M~n;stries. the Ministry of Finance agreed on the 11th July, 1973, 
w ~ t h  tile Tll~nistcr's approval to the grant of some of the concessions 
includ~ng the  one in regard to the quarries. as under: 

"The proposals made by the Ministry of Shipping and Trans- 
port in the preceding notes have been considered in this 
Ministry. * * " We agree to the relief proposed 
under items ( I ) ,  (3)  and (4) totalling in all Rs. 69.21 
lakhs*, . The reason d'etre for giving these 
reliefs to the contractor is to resume work on the harbour 
project which has come to a stand still. The other 
alternatives of inviting fresh tenders or doing the work 
departmentally have serious inherent disadvantages. I t  is 
noted that the relief suggested can be justified only on 
the ground that the project has to be completed as quick- 

T h t r  tnclujcJ amassions (till than) of the order of Rs. 29.41 Iakhs in respect of 
quarrirs a sisrt d ir para 4 .33 a h v c .  



ly as possible in accordance with the r ev i sd  construc- 
tion schedule. Our agreement to the above reliefs is 
subject to the Ministry of Shiming and Transport satisfy- 
ing itself of the contractor's technical competence and his 
resources to complete the work." 

4.30. With the grant of the above concessions, which afforded 
substantial financial relief to the contractor, the contractor assured 
the Government that he would complete the various works as per 
the following time schedule: 

South Breakwater 

Item of work Date of comphtion 

r . Core and Amour . . . 31-5-1974 

2. Pierhead . . .  3-6-1914 

3. C ~ , ~ p l e t i o ?  of three op:rational berths . 31-12-1974 

I .  Core and Arrnour . . . 31-3-1975 

2. T w o  Picrheads . 31-3-1975 
- -- .-....... . -. ... - .- ............................................... 

Letter conveying the sanction was accordingly issued by the 
hlinistn of Shipping and Transport on 30th July, 1973. 

4 31. During evidence, the Committee desired to know wiiether 
the Tender Committee had investigated into the question of 
abandoning the nearest quarries (both Thattaparai and Ambnsa- 
mudram) and allowing the contractor to convey stones from pr~vate  
quarries. In reply, the representative of the Ministry stated: - 

"At the time of the tender notice we had given the details 
of the quarries. From 'I'hattaparai quarry, they could 
get smaller stones. After geological investigations the 
Department originally found that there will be adequate 
stones which could be obtained from this quarry and on 
that assumption we had issued the tender. The knde r  
conditions also stipulate that the contractors are supposed 



to inspect the quarries and assesss the quantity that would 
be available. Now, they had to bring a large quantity 04  
stones and the contractors had to go deeper and deeper, 
at  some places they had gone 50 to 60 ft. deeper. As they 
go down deeper the area of the quarry becomes smaller 
and overburden is also there. Then they have to expand 
it by taking the overburden which is about 7 to 8 ft., 
sometimes i t  went up to 12 ft. and they found it un- 
economical and it was not possible also to get the entire 
quantity of stones. So, the Chief Engineer allowed them 
to bring stones from other quarries also from extra dis- 
tance u£ about 16 krn. in the case of Thattaparai. Similarly 
from Ambasamudram, that is, about 60 miles from har- 
bour, they got one stone weighing about 6 to 8 tonnes. 
While they were exploiting the quarry they found that 
the quarry had got a lot of horizontal fissures. Moreover 
they were not able to get the required size of stones. 
Therefore they had to go 5 miles away from Arnbasarnu- 
dram to get the required size of stones. The contractor 
asked for extra payment and it was considered by the 
Ministry and was grante4" 

In reply to a further question, the witness stated: 

"The Department considered that the armour stones from 
Ambasamudram and core stones from Thattaparai could 
be obtained but the contractors after esamination of the 
quarries said that it would not be possible to get them. 
Then the Chief Engineer suggested to get the stones from 
other quarries." 

4.32. On the general question of Government conceding the 
demands, put forward by contractors after obtaining contracts, on 
the ground thilt the contractors could indefinitely hold up the cons- 
truction wrwks. t h e  Secretary of the Ministp stated d i ~ r ~ n g  
evidence: - 

"I have already submitted that whenever a contractor runs 
into difiiculty, the matter is reviewed and it is seen 
whether it is possible for us to ibre-close the contract 
and take up the work a t  the expense of the first contrac- 
tor or is it advisable in the public interest to continue 
with the contract and take into account such factors that 
have been beyond the control of the contractor and in 
that case, such claims could be admitted In this case 



also, though we were not happy at the way tne wmk 
was going, on, m e  difftculties have arisen, sometimes 
beyond the control of the contractor. We are f d y  aware 
of the situation, and the ceiling and escalation that had 
been put down in 1970. The escalations during the last 
two years, I submit were beyond anybody's control. 
Accordingly the Government thought that i t  was not 
in the public interest to stop the work and take up the 
work themselves. But it is unfortunate that even after 
this attempt was made and certain claims had been admit- 
ted and reliefs were given, he went to arbitration and 
certain award was Sven in his favour." 

4.33. Asked about the nature of the claims on which th t  con- 
tractor went to arbitration, the representative of the Ministry 
stated. - 

"There were 24 claims out of which 15 claims related to North 
Breakwater. Subsequently. the contractor withdrew 
F claims in respect of South Breakwater and 2 claims in 
respect of North Breakwater. 

T ~ L  major claims related to the dispute over prices of con- 
crete blocks. Another major claim is in regard to 
increasil:~ the  limit of escalation and non-levying of 
iiquidated damages." 

In  regard to the arbitration awards that went against the Go-,.- 
errment. end the :,mount thereof, the Committee were informed 
daring evidence by the Secretary (Transport) : 

"In regard to '7 claims, awards have gone against us; and we 
have decided to contest them. * * The amount 
thus involved is Rs. 88.6 lakhs. 

Asked about the composition of the Arbitrator, the witness 
stated: 

"It was a three-Member Board and this Arbitration Board had 
givcm certain awards in his (contractor's) favour. We 
have not accepted this award and we have Aled a civil 
suit in the court contesting i t  and in the meantime, we 
have =ked the contractor to continue irrespective of the 
fate of the case." 



4.34. As already mentioned, with the grant of concessions dis- 
cussed above, the  contractor agreed to complete both the  works by 
31st March, 1975. I n  August, 1974, however, the contractor applied 
for extension upto December, 1975 for both the Breakwaters and 
extension was granted upto May 1975 (for South Breakwaker) and 
upto July  1975 (or North Breakwater). 

As per information furnichcd to the Committee in February, 
1976, the position (as on 1-2-1976) regarding completion of works 
was as follows:- 

So14th Breakwater , . . Almost completed 
N,lrth Urcakwatcr , . 73% cornplcted 
Wharf Wall , 61°!, complctrd 

The Project authorities expect that all the marine works would 
be completed by December, 1976. 

Interest free advance 

4 35. As mentioned In the Audit paragraph, as a result of delay 
in the completion of rvork the lnterest free advance remained with 
the contractor for  a longer t ~ m e  An amount of Rs. 95.35 lakhs was 
p lid to the firm t)et\\ccan J u l y  1970 and September 1974 as interest 
free ad{.nncc b c ~ n g  t~:<hty per cent of the cost of contsruction 
equ~pment  hypotheticater1 to the project. According to the condi- 
tmnc  of recovery of this advance. the recovery was to commence 
ai; soon :I; the gross value of the work done was fifty per cent of 
the t ra lu r  of the contracts. 

Had the original schedule of completion of work of South Break- 
water hy  Fehtirnry 1973 and of North Breakwater by May 1973 been 
adhered to. se ro twv of thc a d ~ ~ a n c e  would have commenced by 
Octnhcr 1971 for South  Brcakwntrr and February 1972 for North 
Rrenkwntcr, nnd rorn!>letcd wcll before the scheduled dates of 
completion However. due to slow progress of work, recovery of 
only Rs 6.02 lnkhs was made on nd hoc basic upto September, 1974. 
Thus, the intcrcst f r w  advnncc had to remain with the firm 'B' for a 
much longer period than contemplntcd fls stated in the  Audit 
paraqrnph the intermt for other advances was 7 per cent. 

Appointmelit of Sub-Contractors 

4.36. Thcb Audit paragraph mentions about the appointment by 
the Firm 'B' of two sub-contractors one of whom was without the 
approval of Government, as required under the contract. 
2727 IS-7 



During evidence, the Committee desired to know what action 
was taken for this violation of the contract by the Firm 'B'. The 
representative of the Ministry stated in reply: 

i( 

"When we came to know that he is having a sub-contractor 
without the approval of Government, we took action to 
stop him from doing the work. We had issued notice that  
he should stop the subcontractor,  . . . . .There was no  
stipulation in the agreement for imposing penalty for 
this." 

In  a further clarification furnished to the Committee in February, 
1976. the Ministry have stated: 

" ( a )  Flrm 'B' was asked to terminrite the power of attorney 
of the sub-contractor (to whom the sub-contract was 
given wlthout the approval of the Government) and to 
ensure that no legal or other problems arise on this 
account so far as that contract w,is concerned Acca~d-  
ingly, the sub-concract was terminated by the main 
contractor. 

(b) The work is still in progress and the main contractor is 
carrying out the works." 

4.37. Tbe Committee find that the main reason for awarding the 
work on both the South Breakwater and the North Breakwater to 
tbe same contractor (Firm 'B') was said to be that the two works 
would proceed simultaneously and be completed by February, 1973 
and May, 1973, respectively This objective has not been fulfiiled as 
the contractor 'B' slipped heavily in the completion of the project. 
The South Breakwater, which was scheduled to be completed by 
February, 1973 is still (in February 1976) stated to be "almost oom- 
pletedn. The wharf wall has been completed to the extent of only 
63 per cent. The North Breakwater, which was originally scheduled 
to be in commission by May, 1973, was only p a r t i d y  completed, the 
progress mado king of the order of 73 per cent. This clearly shows 
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that the principal justificaijcm offered f e r  not agreeing to the sag- 
gestion of the Ministry of Finance to retender the work of Nortlr 
Breakwater was not based on sound judgement. 

4.38. The non-adherence by the contractor 'B' to the time-schedule 
for completion of the works took place in spite of the fact that con- 
cessions costing Government no less than a sum of Rs. 5-97 lakhs 
were given to the contractor in January and May, 1972, and even 
further concessions involving as much as Rs. 78.16 lakhs were grant- 
ed in July, 1973. As stated in the Audit Paragraph, these conces- 
sions consisted mainly of refund of hire charges of machinery, re- 
fund of demurrage charges, extra amounts for obtaining core stones 
and armour stones from quarries involving longer leads, relief due 
to levy of hire charges on hourly basis and waiver of centage charges 
on materials issued by the Project authorities. 

The Committee have examined in detail the concessions granted 
to the contracior for obtaining core stones and armour stonrs from 
quarries other than those contemplated in the contract. They are 
uot a t  all happy abo~lt  the position. There was a clear stipulation 
in the tender notice and agreement that the contractor was to inspect 
and examine the quarries and satisfy himself regarding the nature 
of the ground and the sub-soil, the form and nature of work and the 
materials necessary for the completion of the work and the facilities 
available. He had agreed, that is to say, to face all risks arising out 
of the contract. Eben so, his pleas regarding allegedly poor avail- 
ability of stones from quarrie5 cantenlplated in the contract were 
met by granting ex g r a t ~ a  payment for bringing stones from quarries 
involving longer leads. I t  is pertinent to recall that the firm had 
acccpled in ~ a ~ u s t .  1970 the qecific allocation of the quarries a t  
Thattaparai and Amba~amundaram and had also in unambiguous 
terms agreed to any readjustment of quarries duringi;rCxecution of 
the work. In  spite of these clear stipulations, he was paid a n  extra 
rate of Rs. 2.80 per tonne for \tones brought from quarries other 
than Thattapnrai on quantities in excess of 31,250 tonnes in any cal- 
endar month itpto the 29th February, 1972. From the 1st March, 
t972 onword, even thib stipulation was reduced to 25,000 tonnea in a 
calendnr month. No improvement in performance, hobte~er.  wan 
brought about by this concession, granted a l w g  with many othets, 
and ultimately the contractor got his demand conceded in July, 1913 
for payment, with retrospective effect, of extra amounts for carrying 
all core stones obtained from quarries other than Thattaparai a t  8 
rate of Bs. 3.42 per tonne for South Breakwater and Rs. 2.55 pu 
toan* for Nor& Breakwater. T h b  was done primarily on the anti- 
rjpatjon that there would be no further set back in tbe schedule 



prescribed for completion of the  work, but again all expectations 
were belied. In this context i t  is significant to note certain obsorva- 
ticlns of the Secretary (Transport) in March, 1973, namely, that he  
found it difficult to say who was responsible for that state of affairs, 
that the contr:ictor had shown little business acumen by agreeing to 
thine+ which were obvio~r\ly uneconomic, that the Project Officer a t  
Trrticorin sermcd to h a w  taken such an  unrealistic attitude as to 
endal14rr the timely con~plt~tion of the project, and that "the Min- 
istry were in a jam". When the d e c i k n  was taken to allot both 
the  works (of South Breakwater and North Breakwater) costing 
about Rs 12.01 crores, (including maximum escalation as calculated 
a t  that time) to firm 'B', it was known, as the Audit paragrt~ph states 
that the firm had experience of completing works for Rs. 4.17 crores 
only. Besides. out of other works for Rs. 5.59 crores awaiting execu- 
tion by that firm, it was still to complete work\ for R.4. 3.60 crores. I t  
was also known that the firm had no experience of marine construc- 
tion. In spite of all this, the firm came to he allotted thi\ imyortant 
assignment. It seems obvious that the Ministry of Shipping and 
Transport had made an initial mistake. It should at least have tried 
to keep a strict watch on the progress of works and the performance 
of the contractor instead of repeatedly conceding to  the drmandc of 
the defaulting contractor. Again, it appears to be another typical 
case when a private contractor deliberately quotes, to begin with. 
a lower rate in order to gain the  contract, and after making some 
progress slackens the pace of tvorlr in order to extract lucrative con- 
cessions from Government. The Committee feel that if the autho- 
rities are vigilant, particularly in the matter of awertaining the ex- 
perience, performance and standing of competing contractors, they 
would not find themseivcc in a "jam" as they confessedly did in the 
present c a s e  The Secretary (Transport) wa5 constrained to note in 
March 1973)that a stage had been reached where they had somehow 
to get the project completed. The Committee are convinced that tlic 
Ministry of Shipping and Transport must accept full responsibility 
for allowing such a state of affairs to come to pass. I t  iq strange 
that the contractor's demands for ex-gratia paymeats had to be con- 
ceded without even making rersonabiy sure that the project would 
be completed without further upsetting the time schedt~lc. The 
Committee would like to he informed of the precise prognnv made 
in the  completion of the project and thc commlssioninR rrf the Port. 
The Committee would also emphasiqt that in the d r c u m ~ t n n c m  of 
the case, the  soundness of the  works should be thoroughly tested on 
commissioning and a clean chit on performance obtained hefore all 
the amounts due, partkularly the  ex-gratia payments, a rc  released 
$0 the ceatractor Governmeat must have a n  adequate lever to 



ensure adherence to quality and soundness of the executed works. 
4.39. As a result of delay in execution, the contractor has also 

enjoyed the benefit of interest-free advance of large amounts for a 
much longer period beyond January, L972, when the refund of ad- 
vance would have commenced on completion of 50 per cent of the 
works, if the original time schedule had been maintained by the con- 
tractor. The loss to Government on this account and the correspond- 
ing accretion to the coffers of the contractor is bound to he heavy 
and would to that extent escalate the total cost of the prr,ject. 

4.40. I t  appears that the eontractor had appointed two sub-con- 
tractors, and in the  case of one, no approval of Government. as re- 
quired under the contract, was sought or given. The Committee are 
of the view that if a thorough scrutiny of the experience, expertise, 
standing and performance of the tendering firms for the large har- 
bour works wa3 properly made, Government could perhaps have se- 
cu~c~t l  ii more reliable agel~cy for the timely and satisfaitory enccu- 
tion of the works. 

4.41. It is nece55nry to recall that even after enjoying the  various 
conccs\ion~, the contractor (Firm 'B') went in for arl~itration ayaizljt 
tlie Project uuthorities in rcspect of his claims for increasing the 
limit of escalation etc. As stated drlring evidence by the Secretary 
(Tran4port) himself i t  wa, "unfortunate that even after this attempt 
\%a\ made and certain clainls had been admitted and reliefs were 
given, he went to arbitration and a certain award was gi\en in his 
favour". The Cummittee Tmd that the totul amount awaldad in 
fuvour of the contractor as a result of arbitration is as much as 
Rs. 88.6 lakh5 Government have, of course, not accepted the crward 
and u civil suit has been filed nccordingty. The Committee ask Gov- 
ernment to take suitable action to ensure that tire case is competent- 
l y  and forcefully fought in court mad then comprehensi\.ely followed 
up Government and the country have atready suffered heavy loses 
on account of avoidable delay in the completion of work$ and con- 
sequential failure in comtt~iscionin~ the port for traffic. The Com- 

mittee would like to be informed in detail of the ultimate outcome of 
the case and all concomitant consequences. 



Provision of Finger Jetty 

4.42. The intention of Government as indicated in the notice invit- 
ing tender for the breakwaters was to provide the finger jetty, if 
work was done by 'island method'. The contractor, however, agreed 
to the condition of doing the works by 'any method' and the Chief 
Engineer informed the Ministry of Transport and Shipping in Janu- 
ary 1970 that the work would be got done by "end on method". 

4.43. The Contractor (Firm 'B'), however, had after negotiation 
Prith the Tender Committee stipulated some conditions one of which 
was that suitable jetties shall be provided to handle the concrete 
units and ample land space made available near the jetties for the 
manufacture of steel  caisson^, stacking of materials and casting 
b~ocks and cellular units. 

4.44. The Committee however note that for doing work by 'island 
method' it was made clear in the tender documents itself that 'the 
provision of a jetty bv the department at-6.65 m. of S ! ~ l h  Break- 
water will be considered by the department only with reference to 
the floating crafts likely to be brought in and used by the tenderers'. 

4.45. The Committee have been informed by the Ministry of Trans- 
port that: 

"The question of prowsion of the jetty (at--5.65 m) was dis- 
cussed in the first meeting of the Tender Committee held 
on the 6th and 7th March, 1970 with reference tc? the har- 
bour crafts available with the major contractor who were 
under consideration for the work. On the basis of these 
discussions. the Chief Engineer and Administrator pro- 
ceeded with the construction of the jetty. 

The contractor proposed to deploy a number of floating crafts 
for the execution of work and stipulated in his tender the 
provision of suitable jetties-one at 5.65 m and one at- 
2.00 m, to handle the concrete, units etc. This was accept- 
ed by the Department. Thus, it was a contractual obliga- 
tion on the part of the Department to provide a jetty at- 
5.65 m. Hence the question of levying charges for the use 
of jetty does not arise." 

4-46. During evidence the Committee desired to know as to why 
the construction of Anger jetty was undertaken when it was not 



needed or  contemplated in the original contract. The representative 
of the Ministry stated:- 

"In the tender itself i t  was stipulated that the Department will 
provide a finger jetty and even during the discussions with 
the contractor he indicated that he will require both the 
jetties, that is, one at-2 m. and the other at--5.65 m." 

The witness added: 

"Even in the original tender also, they said:- 

'Suitable jetties shall be provided to handle concrete units 
and ample land space made available near the jetties for 
the manufacture of steel caissons, stacking of materials 
and casting blocks and cellular units'. 

This company, as part of t!leir original tender document, spe- 
cified this condition also. Now, this question has been 
raised about doing by any method. A person may be ag- 
reeabIe to do by any method. Although he had said so, 
in the tender document. specifically he  had stated 'except 
for provision of suitable jetties'. This figure is not sepa- 
rately taken into account in the valuation." 

4.47. The representative of the Mmistry further stated during 
evidence- 

"When the contract was finalised and given to him this con- 
dition was there in the agreement. I shall now read the 
relevant portion of the contract: 

'Suitable. jetty \\.ill be provided a t 2 0  m. and the second 
a t  -5.65 m to handle the concrete units. Ample line 
space near the t ~ v o  jetties shall be made available so as 
to manufacture steel caissons and store the requisite 
materials etc. The decision of the Department in the 
allocation of such space and as to the size and shape of 
the jetties shall be final and binding on us.' 

This condition has been accepted and therefore i t  becomes a 
part of the contract." 

4.48. Asked as to what has been the actual utilisstion of the finger 
jetty (at -5.65 m), the representative of the Sfmis ty  has stated:- 

"The jetty has been used for construction of the wharf wall, 
for conveying explosives for the foundation preparation 



and also for taking the blocks and placing them in under 
water. I t  will also be used for the construction of the pier 
heads. which are basically to be done by the island 
method. This jetty has to be there for conveying these 
Hocks and the caissons to the pier heads." 

4:49. The Committee are unable to find any convincing reasons for 
Government to construct a finger jetty at a cost of Rs. 11 lakhs (ap- 
p r o ~ . )  and to make its use available free of charge to the 
contractor when the contractor deployed 'and on method' for works 
on South Breakwater. I t  is clear from the Audit Paragraph that the 
stipulation about the Department considering the Lprovision of a jetty 
at  -&.Grn of South Breakwater was only with reference to the float- 
ing crafts likely to be brought in and used by the tenderers' if the 
work was undertaken by the 'island method' only. 

4.50. What appears to have happened is that the contractor de- 
manded the provision of a jetty as o ~ l e  of the pre-conditions nnd the 
Department agreed to do so. thus imposing a contractual obligation 
on itself. The Committee are of the view that the department he- 
ing under no obligation jn the matter, displayed a conspiwo~~s lack 
of financial prudence. It was surely open to the department, in view 
of stipulations in the tender notice, to take the stand that for work 
to be done by 'end on method' there was no of provision of 
a jetty at  Government cost. At any rate. the Department should nt 
least have insisted that this es-gra:ici b e d i t  given t o  the curltractor 
would be set off against his clahns for carriage of stone\ for the 
breakwater from longer distances etc. 



A P P E X D I  C E S  



APPENDIX I 

Paragraph 37 of the Report of the Comptroller & Auditw General 
of India for the year 1973-74 Union Government (Civil) 

37. Construction of deep sea harbour at Tutic&n.-Tuticorin, 
about 100 miles north of Kanyakumari, is a port without any berthing 
facilities. Corgo vessels in this had to be anchored in the open sea 
about 9 kilometres away for loading and unloading by lighters. 
Shipping days thus lost progressively increased from 368 days in 
1957-58 to 700 days in 1960-61. 

For over a half century developing Tuticorin into an all-weather 
port with alongside facilities for ships had been under consideration 
and in 1958 the Intermediate Ports Development Committee recom- 
mended development of this port as a deep sea harbout with along- 
side facilities a t  an  estimated cost of Rs. 10.57 crores. I n  1963 Gov- 
ernment took a policy decision to construct a deep sea harbour a t  
Tutiiurin. The preliminary project report prepared in February 
1963 estimated an outlay of Rs. 14 crores. 

In J u n e  1968 Governnlent approved contruction of the deep sea 
harbaur Pending sanct~on of de ta~ led  project es t~mate ,  work on the 
harbour project. scheduled to be commiss~oned by 1969 according to 
the prcl!minary project repor:, was started by the middle of 1963 
on  the basis of sanctions issued from tlme to tlme for different of 
work By Sep:ember 1965 all shore works and certain marine works 
were completed at a coit of about Rs 2 57 crores. excludmg Rs. 1.26 
crores sjxnt on Railway facilities. - 

According ta the report of a joint team of officers of the Planning 
Commisslon and the State Government (Tamil S a d u )  submitted in 
1967 the port was expected to handle 22 35 lakh tonnes of cargo (coal 
6 lakh tonnes, salt 5.50 lakh tonnes. cement 4.50 l a b  tonnes, fertiliser 
products 2 lakh tonnes and general cargo 4.35 Iakh tonnes) in 1971-72 
when the development project was espected to be completed. By 
1975-76, the port was cxpccted to handle 35 10 lakh tonnes of cargo 
(coal 6 lakh tonnes, salt 8 lakh tonnes, cement 6 lakh tonnes, raw 
materials for fertilisers 8 lakh tonnes and general cargo 7.10 bkh 



tonnes). In estimating the trafic for the year 1975-7(j the study team 
had assumed that Tamil Nadu Government would s 4 up, a t  Tuti- 
corin, a fertiliser plant and a soda ash plant by that year and would 
also take steps to increase production of export quallty salt in co- 
operation with the Salt Conmissioner and the State Trading Corpo- 
ration. The traffic Lvas estimated as 44.2 lakh tonnes in 1980-81. The 
foreign exchange earnings from the export uf  salt, ilmc~nite, fishery 
products etc. was expected to be Rs. 7 to 8 crores in 1971-72 and 
over Rs. 10 crores by 1975-76. According to this s t ~ ~ d y  the port w,)s 
expected to have a nei surplus of Rs. 63.17 lakhs in 1975-76 I e ,  the 
fifth year of its working on account, principally, of import of 8 lakh 
tonnes of raw materials for the fcrtiliscr plant proposed to be set 
up by the State Gmm-nment. 

In  June 1968 admlius:rative approival for construction of the deep 
sea harbour (3U f;. draft) a t  Tuticorin with s ls  alongside berths 
(one each for coal. w1t. cement and fert i l ise~ and two for ycneral 
cargo) and one mooring berth for nuptha was accordcd a t  a , +kt cf 
Rs. 24.40 crores 111 July 1969 sanctlon \$,as accorded for thc ueep 
sea harbour ~ v l t h  four  ber:hs (one each for coal, salt, cement and 
ge?>cral c a r  : >') c t  - ( (1.' IT£ H. 31 76 c rows  

In August 1969 ;he Chief Engineer and Admir;ist:.ator of the pro- 
ject called for tenders for the major marlne civil cr?;;incotring works 
i.e., ( j )  South breakxvater including one pier hc,,id. the  rvharf, dredg- 
ing and reclamation of wharf arcs alid (iii Sor:!~ brebkwater inciud- 
ing :wa pier heads. called hereafter as S0ul.h breakwater and Xorth 
breakwater respcc:ivc!y. 

The lowest three offers ( there were v a r ~ o u s  condit~ons attached to  
each of these c!icr.:) were a:: fo1lor~::-- 

Taking into consideration the various special condition.; stipulated 
by the tenderers their offers were evaluated by the Chief Engineer 



and Administrator of the project as follows:- 

Co11t h hrrakwnt L r North brcakwarcr 

Firm 'A' 
Firm 'R* 
F ~ r m  'C' 

Tht3 offer 01 f 1 1 1  'A' (Rs. 6 81 crorcs) was for rvlamatbon from 
land source onlt and c i ~ r l  not ~nclude cost of drcdgrng T h ~ s  offer 
was not ~ccornnrt~ndecl 1,. the Chief Engineer and Administrator of 
the project. IIe rccommendcd (January 1970) award of the contract 
for South breakbvater to firm 'B'. Although firm 'B' was the lowest 
tenderer for the Xorth breakwater, according to the evaluation of 
the C h ~ e f  Engineer and Admmostrator. he recommended award of 
the contract for thl5 to firm 'D', t h e  scmnd lowest tenderer, as in his 
opiniun firm 'B' dld not haire the capclclty to execute both the works 
s ~ m u l  taneausly. 

I n  February 1970 Go\-crnment sct up a Tender Committee consis- 
ting of Deivelopmc'nt Adviser, hiinistry of Shipping and Transport, 
C b ~ o f  Engineer and Adminlstra+m of the project and Financial 
Adiwer and Chwf Acco~in ts  Officer, 3lddras Port Trust, to esamine 
the tenders The rccornmendations of this committee were as 
follows - 
South Breakwater 

The Tvnder Conmilttee evnluattd t h e  offm of firm 'A' as Rs. 8.74 
crorcj  after  adding cost oi  dredging Tht. offer of firlu 'C' was eva- 
lua?od as  Rs, 8.30 crores. Thc offer of firm 'B' v ~ v a l u t e d  a3 
Hs. 7.81 crores, and being the lowest was recomnlended for accep- 
' d X C C  

North Breakwater 

The Tender Committee evaluated the following two offers men- 
tioned earlier as below:- 



After discussions with the representative of Arm 'D', the lowest 
tenderer according to the above evaluation, the Tender Committee 
concluded that his ideas about the work were not sufficiently clear. 
Besides, the Committee also mentioned that firm 'D' had not taken 
contracts for a number of years. The Tender Committee, thereforq 
recommended acceptance of the offer of firm 'By for the North break- 
water also. The Tender Committee observed that although firm 'B' 
had no experience of carrying out marine works, they had reasonable 
resources and would organise equipments to carlg out the work. Firm 
'D' had no experience in marine works, but after discussions with the 
Tender Committee it informed Government in Aplil 1970 that it 
would obtain the services of an eminent civil engineer for this work 
and mentioned that its managing partncr was also the managing 
partner of some other firms and sent a list of works (value between 
Rs. 20 lakhs and Rs 4 crores) costing Rs. 19 60 ciores executed by 
these firms in the past. Firm 'B' had done works for Rs. 4.17 crores 
only till the timc of submitting tender for these works 

In April 1970 the Ministry of Shipping and Transport accepted the  
reconlplendation of the Tender Committee and dccided to allot both 
the works to firm 'B'. On 1211d June. 1970 the hliniqtry oi Finance 
agreed to the acceptance of the offer of firm 'R' f u r  the South break- 
water. It, however. advised that the North break-~vater works 
should be put  to re-tender, mainly on the follow.ing cansiderat~ons:- 

"(i)  The tender recommended for acceptance namely that of 
hl!s. . . . . . . (firm 'B') was not actually t k c  lowest 
and in the absence of a more detalled study of thc flnan- 
c ~ a l  standing, capacity. ciperlcnce etc of the lowest 
tender. I! may not be advisable to rejrct his tender; end 

( i i )  It was not absolutely certain that M/s. . . . . . . . .  
(firm 'B') would be able. having regard to their rapacity 
and the works they have already on hand, to take on and 
complete both the Northern and Souttiern Rlcakwaters 
sat:sfactorily and on time." 

The Ministry of Finance further advisrd that pc nding finalisation 
of a contract after  re-tendering, the work on the h'orth breakwater 
~ h o u l d  continue departmentally as hitherto, to the extent necessary, 
so that there was no stoppage of work. Before the above opin~on was 
given by the Ministry of Finance, the Chief Engineer and Adminis- 
trator of the project had informed the Ministry of Shipping and 
Transport on 8th June, 1970 that  the rates quoted by firm 'B' for North 



breakwater was very competitive as compared to the rates allowed 
for similar items in 1969-70 and that if there was a proposal to call 
for re-tender then it was quite possible "that the  tender rate might 
be higher than what has been quoted now". 

The Ministry of Shipping and Transport informed the Ministry of 
Finance in July 1970 that by re-tendering the work considerable time 
would be lost with the possibility of tender rates going up, and the  
South brcakwater would progress faster than the North breakwater, 
while the idea was to get both the works done simultaneously. The 
Ministry of Finance then stated (July 1970) that i t  was for the Minis- 
try of Shipping and Transport to satisfy itself whether it would be 
advisable to reject the offkr of firm 'D' without more detailed study 
of its financial standing, capacity. experience etc. and whether firm 
'B' had the capacity to complete both the works in time and satisfac- 
torily, and if the  Ministrv of Shipping and Transport was satisfied 
that its recommendation was based on justifiable grounds, the contract 
for the North breakwater might be awarded to firm 'B'. The Min- 
istrv of Finance also suggested that before awarding the work negc- 
tiations should be held and firm 'By prevailed upon to bring down its 
tendered rate to the rate offered hy the lowest tender (firm 'D'). 

The Mmistry of  Shipping and Transport thereafter informed 
(July 1970) the C!,.cf Engineer and Adm1ms:rator that it had been 
decided in principle ' ( 1  ..\vard both the works to firm 'B' provided he 
was fully satisfied that i t  had requisite capacity to undertake the  
work and to complete the North and South breakwaters satisfactorily 
and in time. In reply the Chief Enqineer and Adrnmistrator of t h e  
project stated (August 1970) that while forwarding the tender he 
had made his recommendations (that the tender of firm 'D' for the  
North brcakwater should be accepted) and polnted out that as the 
Tcnder Committee had recommended, after examininq all aspects, 
acceptance of the offer of firm 'B' for both the works, further review 
of the position a t  that stage separately by him who was one cf the  
three members of the Committee did not seem to arise. No further 
enquiry seems to  have been made about financial standing, capacity, 
experience etc. of firm 'D'. 

The contract for South breakwater was nlic~trcd to firm 'B' In July 
1970 at a cost of Rs. 7.66 crores with escalation for increase in cost 
of labour paynble upto a maximum of Rs. 0.18 crore. Firm 'B' redu- 
ced its offer for North breakwater to Rs. 4.07 crores and this was  
accepted in October 1970. Escalation for increase in cost of lab6ur 
upto a maximum of Rs. 0.10 crore was payable for this breakwater. 



Tbus, the total value of the works allotted to firm 'B' was Rs. 11.75 
crores, with escalation upto a maximum of Rs. 0.28 crore. , 

When the decisions were taken to allot both the works costing 
about Rs. 12.01 crores (with maximum escalation) b firm 'B', it was 
known that the firm had experience of completing werks for Rs. 4.17 
crores only. Besides, out of other works for Rs. 5.59 crores on hand 
i t  was still to complete works for Rs. 3.80 cr.ores. I t  was also known 
that  it had no experience of marine works. 

The South breakwater was to be completed in 30 months by 
February 1973 Thc North breakwater was also to be ctnnplrted in  
30 m m f h s  by May 1973. By about Junc ~ l ! ~ ; l  I ,  \vnh notlced that 
progress of the works lvas not sarisfactory. The contractor reque:,tcd 
Gowrnment for various conccsions. For cspeditlng the works the 
follownq concessions were granted to the contractor in January 1972 
and May 1972:- 

January 1972 (Lak!ls of ruprcs? 

There was no Improvemen:. The work uf North breakivater came 
to d stand-still from the beginning of November 1972, although 
firm 'B' had appointed two sub-contractors, one without the approval 
of Government. as required under thr  contract The main plea of 
firm 'B' was that it was not in a position to produ:oe the desired results 
because of unworkable rates and financial difiiculties. It requested 
Government for vq ious  further concessions. Wh;le considering the 
request the Ministry of Shipping and  Transport observed (March 
1973) that "the contractor has shown li'tle husiness acumen. He 
seem9 to have agreed to things which were obviously uneconomic. 
Our ex-Project Officer seems tu have taken such an  un-realistic 
attitude as to endanger the timely completion of the project. We are 
fn a Jam. In whatever way we can, we should get the project com- 
plated." The following concessions were granted to firm 'B' in July  
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3iW8 ht Wpkrs the contracts doing as "cancellation of the contract 
prrd re-tendering of the works and appointment of another contractor 
was canadered to be fraught with serious consequences involving 
&,@gal compketions, delay in completion of work and heavy extra 
expendit we." 

lnaeue ia the limit of escalation chugen 2 0 0 0  10-co 

8.- amount peyabk for care stoma obtained from qoamcs other 
than Thrttrparal (with retrospective effect) r r - a q  18-35 

&tra amount pyabk for ~rmour stones obtained from h h m a r b l  
inatcad of Arnbasamudrsm (with retmpcctivc e&d) 2.81 . . 

Probable relief due to l e y  of e r e  charger h ~ l y  bods with mini- 
mum of 8 hours worbng (wth retrospcdlvc effect) ). 61 5- 18 

Waiver of antage d u r p s  on materialsissuedtothc cor.tador by the 
groKcc 2-04 4- I0 - -- 

~ 0 . 5 3  37-63 

With the above concessions, the value of the two contracts (with 
maximum escalation) is now about Rs. 12.86 crores (South break- 
water: Rs. 8.28 crores, North breakwater: Rs. 4.58 crores) as against 
about Rs. R.d1 crores at which the contracts were allotted. The 
value of the contract of h 'B' for North breakwater (Rs. 4.58 c:g=) 
os mentioned above is Rs. 0.56 crore more than that of Arm 'D' (Rs. 
402 crores) as computed by the Tender Committee. 

In its tenders for the above works Arm 'C' had quoted rates for 
carriage of armour stoneg from Thattaparai qua- instead d m- 
samudram quarry, which was selected for quarrying armour stonras 
m the hasis of detlfrd study by geological ex~erh. Aft& evalua- 
&on by the Tender Committee, its offers for the above works wem 
for Rs. 12.66 crores (South breakwater: Rs. 8.30 croreq North break- 
water: Rs. 436 crores), including Ib. 0.74 crore added by the Tender 
Committee aa additional cost of carriage of -our s h e s  b"om Amba- 
rrmudram quarry. In making this evaluation e q d a ~ n  qhargwi ;tor 
iacreorre ib cost of labour demanded by Arm 'C'wwere not taken Lnto 
8t?muat. &awning that the 6ame Lzuudmum cmlation (33uqp which 



were initially agreed to be paid to firm 'B' for completign of the works 
in 30 months (South breakwater : Rs. 17.29 lakhs, North brealc- 
water : Rs. 9.33 lakhs) would also have been payable to Arm 'C', 
the total value of its offers for both the works would have been 
Rs. 12.93 crores. As against this, Rs. 12.86 crores have already been 
agreed to in the case of firm 'Be. In addition Government spent 
Rs. 10.55 lakhs for constructing a Anger jetty demanded by firm 'B' 
as mentioned subsequently in this paragraph. 

Rupees 95.35 lakhs were paid to firm 'B' between July 1970 and 
September 1974 as interest-free advance, being 80 per cent of the cost 
of construction equipment hypothecated to the project. Recovery 
of the advance was to commence as soon as the grass value of the 
work done was 50 per cent of the value of the wntracts. In other 
words, recovery should have commenced latest by October 1971 (for 
South breakwater) and February 1972 (for North breakwater),i .e., 
after 15 months from the dates of award of the contracts, and com- 
pleted by the time work done was 87.5 per cent of the value of the 
cq t rac t ,  i .e ,  well before February 1973 and May 1973 respectively, 
when the works were scheduled to be com~leted. However, due to 
slow progress of work, recovery of Rs. 6.02 lakhs was wade on ad-hoc 
basis upto September 1974. Thus due to delay in completing the 
works, the interest free advance remained with firm 93' for much 
longer than contemplated (interest for other advances was 7 per 
cent). The Ministry stated that "as per the terms of the contract, the 
recovery of the machinery advance should commence after 50 per 
cent of the contract value of the works is over. It does not have any 
co-relation in respect of time in linear proportion." 

Progress of uvrk 

When the concess'ons mentioned above were granted to Arm 'Be, 
it agreed to complete both the works by 31st March 1975 i.e., 25 
months and 22 months after the due dates of completion of South 
breakwater and North breakwater respectively according to the con- 
tracts. In August 1974, however, it applied for extension up to De- 
cember 1975; extension has been granted (November 1974) up  b 
May 1975 and July 1975 for the South breakwater and the Nortb 
breakwater respectively. 

Expenditure on the project up to April 1974 was Rs. 28.44 w o r m  

Breakwaters are conotructed eitkr by 'bland method' or 'end OD 
method'. Under 'end on method' the breakwater is conrtnrckd pr+ 



gressively from the shote end by using road vehiclgs. Under tfil, 
'island method' stones are carried by barges and dumped in the sea 
along breakwater alignment working backwards to t&e shore. . * 

Finger jetty is required for berthing floating cranes and crafts for 
construction of breakwater by 'island method'. The schedule atta- 
ched to the notice inviting tenders for the above works contained 
the following clause for doing the work by 'island method' :- 

"The provision of a jetty by the department a t  -5.65 m of South 
Break Water will be considered by the department only with r e f e  
rence to the floating crafts likely to be brought in and used by the 
tenderers, However, if the department decides that the volume of 
floating craft and equipments does not justi£y the provision of a jetty 
a t  -5.65 m or even if a jetty is provided, if there is a delay in such 
construction of the jetty, or the jetty if provided is inadequate to 
handle full quantity of stones to be used on the works, the tenderer 
should execute the work by unloading the stones a t  the crane track 
a n d  using the existing jetty at  -2m of the South Break Water and 
a t  -3m at North Break Water a t  no extra cost". 

Tenders were invited in August 1969 for construction of the! break- 
waters by 'island method' in deeper reaches and by 'end on method' 
i n  shallow reaches. In an amendment to the notice inviting tenders 
issued in November 1969 the tenderers were given option to do tbe 
work by "any method". 

The tenders received in December 1969 indicated that the cost of 
the works would be less by about Rs. 2.28 cmres if  'end on method' 
was adopted. The Chief Engineer and Administrator informed Gov- 
ernment in January 1970 that the entire work would be got done 
by 'end on mthod' and that the contractors were agreeable to exe- 
cute the work by 'any method'. Contracts for the works executed in 
July 1970 and October 1970 were for construction of the breakwaters 
% 'any method' and the project authority, had tbe discretion cot to 
provide Aager jetty. 

Construction of the Anger jetty (estimated cost : Rs. 11.42 lakhr) 
wrs started ih July 1970 and carnpleted in September 1971 (expen- 
diture booked upto November 1974: Fb. 10.32 lakhs). Firm 'B: hur 
kcn doing the work under 'end on mtthod' for which no finger jem 
was contemplated jn the notice inviting tender. 

The Ministry stated (Ilecember 1974) that "the finn requ id  
3etty. one at -2m depth and the second at - 4 . 6 ~  depth to hadlo 



colacrete wits  etC. This has been accepted by the Ooverngnent, 
$%us the prov&ion of the jetty became a contractual obligation a d  
accordingly the jetty at -4.6m depth was constructed ih addition te 
tbe one at -2m depth. This jetty is also proving useful for berthing 
of harbour crafta durfng bad weather." 



(Vble para 218 of Report) 

Xconomic feadbit* of the ptoject of CoWIudion of Ocep SH 
Harbour at Tuticortn 

Tuticwin is one of the most important minor ports of this coun- 
&y. The port is an open roadstead, the anchorage being roughly 5 
miles offahore. The cargo is handled by lighters between ships and 
shore. The port is open to trafac throughout the year, and is at 
present handling annually 1 million tomes of t r m c  consisting d 
coal, salt, cement and general cargo. The development of Tuticorin 
into an all-weather port with alongside facilities for ships has been 
under consideration for the past 50 years or so. The Lntemediate 
Ports Development Committee appointed by the Govt. of India in 
1958, recommended the development of this port as a deep-sea har- 
b u r  with alongside facilities at an estimated cost of Rs. 1057 erores. 
The Committee based its recommendations on the trafiic estimates 
prepared by the National Council of Applied Economic Research. In 
the light of the recommendation of the Intermediate Ports Develq- 
ment Committee, the question of including this porject in the Third 
Five-Year Plan was taken up with the Planning Commission The 
trafk estimates were examined by the Planning Commission at its 
meeting on the 29th November, 1960. I t  was felt that the traffic by 
the end of the Third Plan would be of the order of 1.4 to 1.5 million 
tons. The scheme was included in the Third Five-Year Plan in the 
following terms: 

"The development of an all-weather alongside port of ntti- 
corin is considered necessary in order to enable the port 
to handle the existing traBc efliciently and to provide 
capacity for increases in traffic. The exact scope of the 
project will depend upon the volume of trafac which the 
port is expected to handle in future. A substantial part 
of the present traflic consist of commodities which enter 
into the coastal trade and about this it will be possible to 
take a long run view only after the report of the Can- 
ndttee on TrPhsport Policy and Coordination is a ~ e . "  



In 1961, the Ministry of Transport appointed a Technical Advisory 
Committee for the Project comprising of Technical experts represen- 
ting the Ministries of Transport, Railways aad the State Govern- 
ment to scrutinise the layout and desighs for the Harbour, advise o n  
technical matters and to watch the progress of the Project. Pending. 
final sanction of the detailed estimates and Analisation of the scope 
of the Project, various works have been sanctioned from time to. 
time and a sum of about Rs. 5.22 crores has been spent on this pro- 
ject till the end of 1966-67. 

2. The Chief Engineer and Administrator submitted in Novem- 
ber, 1964, a detailed report and an estimate for Rs. 23.02 crores for 
sanction. The proposals envisaged the construction of a harbour of 
30-32 ft. draft with 6 berths in stage-I consisting of 2 coal berths, I 
salt berth, 1 general cargo berth, 1 ships repairs-cum-cargo berth, 
and 1 oil berth. After a scrutiny of the Project report of the Chief 
Engineer, the Technical Advisory Committee reduced the require- 
ment in the first stage to 5 berths by omitting the provision of the 
oil berth from the scheme. The Project report was referred to the 
Planning Commission on 1-7-1965. On December, 1966, the Plan- 
ning Commission held a meeting with the representatives of the 
Ministries concerned and the Govt. of Madras to consider the pro- 
ject report. At this meeting, it was decided that the trafIic estimates 
prepared by the National Council of Applied Economic Research i n  
1959, had to be brought in conformity with the latest tramc trends 
and revised estimates of costs and the phasing of the Project as 
also the financial and the economic returns on the proposed invest- 
ment should be worked out. It' was generally felt at the meeting 
that the estimated traBc would be about 2 million tonnes, of which 
0.3 million tonnes were expected to be handled by the existing inter- 
mediate port' leaving a balance of 1.7 million tonnes for the proposed 
major port. 

3. The Director of Transport Research in the Ministry of Trans- 
port was simultaneously requested to make a study indicating the 
economic and handal aspects of the Project. The study by the 
Director of Transport Research has revealed that the following 
n f a c  would be o e r e d  for the pro@ port: 



#The report of the Director of Transport Research wik considered 
at an inter-Ministerial meeting held in the Ministry of Transport 
on the &h April, 1967. It was decided at this meeting that the 
traffic estimates made by the Director of Transport Research should 
be re-examined. 

4. At the same time further studies were considered necessary 
in consultation with the State Govt. to review the trafEic possibilities 
in the light of the latest position regarding the industrial and other 
development in the hinterland particularly in the State Sector and 
to plan for the further development of the hinterland of this port 
in order to improve its trafiic potential. 

5. In the Summary circulated to Cabinet on the 11th July 1967, 
on the above Project, approval was sought for the following propo- 
sals:- 

(i) Joint studies with the State Govt. be undertaken to review 
the t r a c  potential and State Plan for the further deve- 
lopment of the hinterland for improvement of the viability 
of the Port; 

(ii) while obviously the Project cannot be abandoned both 
in view of past commitments and the expenditure already 
incurred, its precise scope can be determined only after 
the studies mentioned in (i) above have been completed, 
a f m  which the matter will be brought up before the 
Cabinet; and 

(iii) pending the studies suggested in (i) above, the immediate 
minimal investment on the Project be continued on the 
lines suggested in the Summary and requisite funds pfo- 
vided for further development work on the breakwater 
extension. 

The Cabinet considered the a.bove proposals on 17th July, 1967 
and decided that, "a further sum of Rs. 50 lakhs may be made avail- 
able within the current financial year for work on the bteakwater. 
It was also decided that a caefu l  study should once again be made 
of the whole project in order to determine its final pattern." 

6. A senior oacer  of the Planning Commission and a senior oa- 
cer of the State Govt. were accordinglp deputed ts carry out a 
joint study on the traffic potential of the region. The team visited 
'I'uticorin and had discussions with the concerned Interests and 



lam wftb tht repmmtativee af the State Oov-t. 1%~ l i b  

tollawed by an in&@-liaistetial meeting at New ElaW WW 
findings d the feafn were considerdl and agreed to, The jslnt tbom 
submitted its report on the 14th September, 1987. The Hport 4# 
the joint team indicated that on the basis of the various fWlu8W!al 
developmentfl planned and likely to materialise in the near future, 
the Ann t r a c  estimate for the port of Tuticorin fvr 1971-72 ahd 
1975-78 will be as f0110ws:- 

Pertiher I roducts . . . . . 2.03 Nit 

7. On the basis of the joint team's report the facilities to be 
provided and the economics of the Project were re-examined. It 
was proposed that the new all-weather port to be completed by 
1971-72 will ~mvide  a 30 ft. harbour with 5 alongside berths-one 
each for coal, salt and cement and 2 for general cargo, the estimated 
cost of the facilities is Rs. 22.8 crores. To cater for an additional 
traffic enklsaged by 1975-76. an  additional alongside berth and orher 
facilities to be provided at an estimated cost of Rs. 1.60 crores. The 
lay out of the harbour was designed to meet the requirements of 
additional berths for deep sea fishing vessels. 

8. The economics of the proposed Project worked out in 1967, on 
the basis of an investment of Rs. 24.4 crores are briefly indicated 
below:-- 

(i) The port will be in a podtion to pay interest charges right 
from the commissioning of the port and the principal from 
the 6th year onwards in 30 annual instalments. 

(ii) During the first 4 years of the Port's operatfans a deficit 
of about Rs. 58 lakhs will accrue after allowing for an 



(fff) In the 5th year, 4.e. 1975-76, t b m  will be a net surplus of 
Ra. 63.17 lakhs pri~cipally on account oi on import of 0 
lakh tonnes of raw rnateriafs fslr a fertiliser plant. This 
wiH wtpe out the d&& refmexi to in (ti) above. 

(iv) Allowing for payment of both interest charges and capi- 
tal loan instalments, a small deficit of Rs. 3112 lakha 
wfll accrue during the next 3 years, i.e. upto 1978-79. This 
will be wiped out in the next 3 years. 

"From 1983-84 onwards, the port will, in addition to regular payment 
of interest charges and capital loan instalments, earn a net return 
of 1 per cent on the investment, progressively increasing by ) per 
cent each year. In  the 36th year when the interest and principal 
will have been repaid in full, the return on owned assets will be 
over 10 per cent. The project will thus be economically viable." 

9. The joint report of the team and other aspects relating to the 
Project' were discussed by the Union Minister of Transport and Ship 
ping with the Chief Mikster of Madras on the 19th September, 1967. 
The two Ministers went through the traffic estimates item by item 
and were satisfied that they represented reasonable projections. The 
Chief Minister gave an assurance that the Madras Government would 
take all necessary measures to develop the hinterland on the lines 
indicated in the report, in particular in regard to the commissioning 
by 1975-76 of the fertiliscr and soda ash plants. He also stated that 
he was considering the question of forming a Corporation for orga- 
nising the manufacture and export of salt from Tuticorin. The Chief 
Minister further indicated that the Govt. of Madras would agree 
to meet by means of a loan to the port half the deficits that will 
accrue to the Port, in the initial years, the loan being repaid from 
the net surpluses generated in subsequent years to the extent of 
50 per cent of the net surpluses of the quantum of the loan, which- 
ever is lower. In this context approval of the Cabinet was solidtad 
to the following proposals:- 

(a) The Tuli :orin Port Project at  an estimated cost of Rs. 24-40 
mores be approved; and 

(b) nec~?ar~ry funds including foreign exchange be provided 
to enable completion of the project, the precise provision 
to be made In 196849 and in the Fburtb Plan bdng consi- 
dered from year to year. 



10. The Cabinet considered the proposals and ascorded sanctions 
for the construction of a deep sea harbour at Tuticorin., 

11. The gross expenditure on the project upto the end of April 
'75 including suspense was Rs. 35.26 crores. The latest revised esti- 
mate for the cost of the project is placed a t  Rs. 4630.00 lakhs, in- 
creases being mainly due to escalations in costs of work and equip- 
ment. Project cost has also gone up due to taking up of certain 
new items of work like coal jetty, permanent oil jetty, procurement 
of additional tug, construction of shipway and additional buildings 
costing approx. Rs. 624.54 lakhs necessary for the latest traffic pro- 
jections. 

12. Traiiic projections for the new port have been under review 
by an official Committee set up by the Ministry of Shipping and 
Transport in July, 1970. This Committee has on it representatives 
of various user interests in the hinterland, including representatives 
of the State Government. The Committee has reviewed the position 
from time to time and in its last meeting in September, 1975 it  has 
updated its projections of traffic on the basis of latest indications 
given by the State Government and other user interests. These 
projections along with the projections of Luthri+Thimmalai Com- 
mittee and the brief reasons for the variations are given below:- 

Cammodiry Luthrn Offi;n'd Committec*~ as- Position of industries to be set 
Thirumalai sessment made in Sep- up. 
Committee's tember . I 975. 
assessment 
made in 1967 For Traffic For Traffic 
for traffic in in 1978-79 in 1980-81 
the 4th Year 
after awmis- 
sioning of pro- 
iea 

Coal . . 6- cc 3- 50 18.50 The increase is due to decision of Tamil Nadu State Cwt. 
to ut up a t h e m 1  power 
Station at Tuticorin. Tv 
wits  of 2x0 MW each requrr- 
ing 12 Irkh tonnes per annum 
hrve already been unctioned. 
Dchy in materialisatbn of 
aml trrdk: is however due 
to some sli s in the 
mnstNaimrne, l  Po- 
wer rtrtion. 



Feniliscr I 3' 40 
products 

Raw Materials 8.00 

P.O.L. 

Othcr cargo 

5 .w Tamil Nadu Sab Corporation 
has been set up. Lowerin 
of t r . 4  according to T$ 
Govt. is due to certnln 
adverse market conditiors. 

1.50 Less traffic due to establish- 
ment addl. cement manu- 
facturing capaat.y in easterr, 
ar.d western regons Due to 
which they are POW fairly 
self-su5cier.t ard lesser sur- 
plus in South. 

3.401 Initial1 the total traffic estima- 
ted &r dry ard  wet caw 
materials and products for 
f e r t i l i ~ r  phnt was e s t i y -  
ted at 8.00 Lakh torres. It is I now cstimatld to total 8-90 

5-50 J lakh tonnes for fertilizer 
and soda ash plant wth  
a break up of 3-44 lakh 
tonncs of d ( R e -  
b p b t r ,  s 3 p E g m - ,  e 
of potash) and 5-50 lukh 
tomes of wet cargo like 
Naptha, fucl oil etc. 

3.00 Cwers traffic of illemenite 
sand, bunker trPffic, raw- 
chas hew, dry fish, focdgrins 
lertiliscrs etc. . 

35' Ic. 11.90 %.go 

or say or sap 
22' 00 37-00 

- - 

13. Taking into account the revised cost estimates of the project 
and the latest available traffic projections a fresh economic appraisal 
of the harbour project has been made. This appraisal takes into 
account the revised estimates for operating expenditure and incomes. 
The income has been assessed, keeping in view the rates now pre- 
vailing at the adjacent major ports of Madras and Cochin. A further 
increase in tariffs is also contemplated in 1978-79 when all the facili- 
ties and infrastructure for handling tramc, including mechanical 
loading plant for salt are expected to be ready. The appraisal also 
takes into account the f~lesh investments that will be necessary for 
replaqement of the floating craft and mechanical handling apparatus 
after their normal life of 20 years. The following broad picture 
emerges:- 



(i) Based on the net present worth method of appraisal, as 
internal rate of return of 7.57 per cent can be expected 
on the project investments, if no poftion of capital expen- 
diture is treated as grant. 

(ii) Taking into account an interest rate of 5.75 per cent per 
annum on the capital employed on the basis of the rate 
of Govt. lending to ports prevailing at the time of the 
sanction of the project, the project starts having surplus 
from 3rd year of its operation and will continue to remain 
so there-after except in the 6th year, as per the cashflow 
statement. On the basis of this assessment it will have 
a cumulative surplus of Rs. 1665.08 lakhs at the end of 
30 years, after commissioning. The rate of interest pay- 
ments by port for capital investments will, however, have 
to be fixed by Govt. after the management of the Port is 
handed over to a Port Trust Board formed under Major 
Port Trusts Act, 1963. Such a rate will have to be fixed 
under Section 31 of MPT Act, 1963, keeping also in view 
the rate of Govt. lending to ports then in force (at the time 
of declaring the amount to be treated as capital provided 
to the port under clause (c) of sub-section 1 of Section 29). 

(iii) If however 20 per cent of initial capital expenditure on 
civil works is treated as an outright grant as per recom- 
mendations of Major Ports Commission, 1970 for this port, 
an internal rate of return of 9.1 per cent can be expected. 

(iv) Under the alternative (iii) above taking into account an 
interest rate of 5.75 per cent per annum on the Balance 
Capital charged to project (after deduction of 20 per cent 
of cost of civil works) the project start having surplus 
from the 3rd year of i t  operation and thereafter as per 
the cash flow statement. On the basis of the assessment, 
i t  will be left with a cumulative surplus of Rs. 2913.53 
lakhs at the end of 30 years. 



EXLOSURE 'R' TO 
APPENDIX ZZ 

sl. Y& C I c h o u t ~  C4sh in Net Discourt Discounted Discoant Discounted 
No. -- flow Bcrcflt factor at 8 0/,  value factor at 7% value 

Capital MPirtcrance Total 
0 





PORT OF NEW TUTICORIN 

SJ. Ycrr 
No. 

Capital Kcvenuc Expenditure GI oss Return of Interest @ Net Sur- Curn~llative 
S u r p l ~ ~ ~  Capital 5 -  75% on plus !+I Surpl.us(+) 

decllnlng Dcfic~t(-) D e f i - )  
balance Col.(6)- 

(7)-(8) 



, . . .  
L . . .  

. . 

. . 

. . 

. . 



r. Port Charges . 134.12 174.56 329'50 419'50 479'50 

2. B-rth Hire . . 2.36 2.92 3'r4 3'39 3'59 

3. Crane Hire Charges . 22'0s 27'50 33'25 33'25 33'25 

4. Port Dues . 8.97 10.89 12-97 15'92 17-92 

5. Pilotage . 2-94 3'56 4 - 2 4  5' 19 5'83 

6. Land & B~ildings . 7-00 9.50 I I . ~  r3.00 14.00 

7. Port % h a p  30.00 38.00 40'00 4 7 . ~ 0  p.00 

8. Miscellaneous . 10.00 10.00 10.00 10.00 10.06 . - - - 
l',)tal : ChSIi IN IILOW 217.44 271'93 &$'Io 547.15 616.~9 

- - 

ENCLOSURE 'D' TO APPENDIX I1 

1:,Z3N35iIC APPRAISAL OF NEW I'L'TICORIN PORT 

1. TRAFFIC ASSUMPTIONS 
(Ttafic Projections for 1978-79 and 1980-81 as Findbed at the Fifth 
Meeting of the Ofacid Committee held on 15th Septembev, 1975). 

Cornmodit y 

Cod . 
Sdt . 
Cement . 
Pcrtilizcr . 
POL . 
,Ocaerd Cugo 
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ENCLOSURE 'E' TO APPENDIX II 

\ 
Data Assurned for cash in Fbw Calculation 

1. PORT CHARGES. 
(In Rs./tonne) 

~ o k l o d i t i e s  In 1976-77 & Prom 1978-79 
1977-78 or wards. 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - * - - - - - -  

I .  Coal . 61- ro/- 

4. Fertilizer . 9 !- 15;- 

5. POL . 121- r 8/- 

6. Ger era1 Cargo 121- zoi- 

2. BERTH HIRE. 
(i) Coastal Vessels Ks. 0.15 ,per N R T  for Constal vcssel 01 Rs. 3: pLr dsy 

per shp. 

(ii) Foreign vessels Rs. 0.30 p a  NRT or Rs. 500 ptr ship pcr d ; ~ y .  

3. CRANE HIRE CHARGES. 
Ks. 3.50 per ronrc. 

4. PORT DUES. 
(i) Cos ta l  Vessels Hs. I .oo per NRT 

(ii) Forcign vessels Rs. I .  -W pcr NRT. 

5. PILOTAGE CHARGES. 
(i)Coastaivcssels R s . o B p p e r N R T .  

(i') Foreign vessels. Rs. 0.50 pcr NRT. 

Credit for Residual value of Cifil Stmctur~3 Machinery and Fqdp tr c L I E  a t  
the of% year life. 

(b) Buildirps . . Rs. 2-65 crorcs 
(as pcr Revised Estimate for 

Rs. 46- 30 crt~res). 

(B) Floating craft, Handling cquipmnr 
(the replace= t cost after 20 years;. 

Total  : Hs. 33- 18 crores. 
Tsking 50% u t be ri ridarl vphr*, 
R~lidurl Value - 0.5 x 33.18-Rs. 16.59 crorcr 

S y  k. 16.socnma. 



STATEMENT OF EXPENDITURE 

Administra- Audit Mainten- Ppera Misc. Total 
Year tion fees ance tion cost 

a. CASH OUT FLOW: 

(1) CAPITAL COST: 

(i) I t  is assumed that the port will be ready by 1976-77 as 
per the sanctioned scheme. The capital investment involv- 
ed will be Rs. 41.80 crmes. (figure as given by CE&A). 

(ii) An additional investment of Rs. 4.50 crores for providing 
two coal berths and an additional tug will have to be 
made for getting the facilities ready bv 1980 to handle 
the coal requirements of the proposed thermal plant. T'he 
expenditure will be phased out as follows: 

1-79 Rs. zoo-w ,, 

(ill) At the end of 20 years from 1976-77, floating craft and 
handling equipments will need ta be completely replaced 
as their useful life is assumed to be 20 years. The total 



expenditure involved in this will be Rs. 10.00 mree re 
worked out below: 

4 

(a) Cost of Floating craft Rs. 448.0~ lakhs 
(b) Cost of handling eqpt. %. 330.00 ,, 
(cj C x t  of Wark3hop m ichincry Rs. 28.80 ,, ----- 

Total : Rs. 806.80 ,, 

Say Rs. 8.00 crores. 

iNB. The cost figures are based on the Revised Estimates far 
Rs. 46.30 crors]. 

Total cost Rs. 8.00 crores 

Ad4 SO*: extra Rs. 4.00 ,, 
Rk. 12.00 ,, 

Dlduct row 1r.b r -s~dual  valu3 of th '  
old equipm .nt etc. ,-) Rs. 2.00 croris --- 

N:t Cost of n.-w itcms to  b: provdcd Rs. 10.m crorrs 

The total expenditure of Rs. 10.00 crores will be phased out fram 
17th years as follows: 

(i) The items of expenditure involved are- 

(i) Administration. 
(i i )  Audit fees. 

(i i i )  Maintenance charges 
(iv) Operating cost of machinery 

'li 

(v) Miscellaneous. 

(ii) The statement of expenditure for the ~ r i o o g  yeam fS 

given in the following page. 



(iii) The basis fsr the figures of expenditure is as given below: 
(a) The figures for the years 1976-77, 1977-78, 1978-79 are 

those given by the CE&A. 
(b )  Expenditure figures fo7 198085: 

(1) Administration, Audit fees, and Miscellaneous expen- 
diture are increased based on the trend in previous 
years. 

( 2 )  Maintenance: 

Figure for 1979-80 . . . Rs. 7 6  ~7 lakhs 
M d  @ 11% of tl-c ~ ~ p l t d  C O S ~  of two 
new coil tx rths i . e .  Ks. 300.00 lakhs Rs. 4.50 ,, 

Rs. 81.27 ,, -- 
(3) Operating cost of machinery: 

(iv) Total expenditare will bc the same from 1979-80 oa- 
wards. 



BNCLOSURE #P to 
APPENDIX II 

NEW TUTICOR IN PORT 

fntr+rurl Rarr of R o t m  

A L T - I / M - ~ - I ~ ~ s  Assumption : 
(i) Capital cost is errivcd at after dcduc 

ring 20% grant of the cost of Civi 
Worbs. 

(ii) Increased Port chargcs,from 1978-79 
onwards. 

S1. Year Cash out Plow Cash in Net Discount Discaunted D i s c o m e  DisopMfe d 
No. ----- flow brnt fit  factor at 9 % value factor at 10 % value 

Capital Mnintcnmce Total 
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(Vidr Pnra 3 - 4  of the Rrport) 
RI-roduarion of Tenders hefmc the meting  of rhe Tender Conmirrer 

T UTICORIN Fi:WBOUK I'ROJECT 
N 3 R T l i  DYE \K W ITER (L 5. 1 7 7  to L S. 4 1 4 2 '  BY ANY METHOD (inclrtd~rg two pier heeds) 

Amount in Rs. 

I.  Extra clalm in c a p  of Firm 'C* 
for atrnour s t o ~ e s  to be traps- 

x t e d  from Ambasnm~.drarn 
gp road t l i ~ t ~ a d  offrom Thrttn. 
parai as quoted by them . 

a. Crtdit COT r n r s  ria~ritv o f  stccl 
iP  tw,, pier hf& provided by 
Firm 'C', o v a  nrd shove the 
r)-pxtm:ntal sp;cificatirns . 

(+) 2,l5,000 (+ ' 11 ,250  (+\65,83 3 
(Prapxt~.)'  ate (Advs c. Rs. (Adro: c~ Rs. 
aiivarct Rs. 15.oolaM1s> lo.ool&hsj 
20-oo l&hs] 



6. I IcreoEe in nigneorage, roydty 
etc. on materials 

7, I n c m v  m ~PVI, duties, tariffi 
etc. . . 

I). Snles tax on contract value 

9. Pmyment of hire-charges, idle 
hour compensation etc. . 

NPE XPE 

NPE NPE 

(Payable only (Payable only 
for rubblz for rubble) 
and broken 
stone) 

NPE NPE 

NPE NPE 

NPE N h  

NPIi NA 

ii) Blccticity (I) Rates of (i) Bankgunr- 
to bcg.:nerattd additional ar tee of 
by tcrldcrcr itcms by mu- KS. ag,ooo for 
@0.60ik\~h. tual agree- securitydeposit 

men t. end total re- 
( ~ i ;  Extra pay- jii) Steel to be twtion of 
ment fw ~ l d -  s ~ ~ p p l i c d  hv 5% oi con- 
ing. D:ptt. i l ~ d  tract value 

cost recovered. to he deductrd 
(iii) Exclusiw @ 10% of the 
use of iitty at hills. 
South Ureak- 
water claimed. 





APPENDIX IV 
(Vid* Para 3.15 of the Report) 

&-valuation of teadm qfw jinal c l a n j w d m  obtcjned ty T& Cnmnizta: 
TUTICORrN HARBOUR PROJBCT 

NORTH BREAKWAnR (L.S. 1775 M TO 4x42 M AND PIER HEADS 
2 NOS. BY ANY METHOD) 

SI. Par*iculars Estimated Firm 'B' Firm 'D* 
No. Amowt 

(1) (2)  (3) (4) (5) 

(A) IP ESCALAllON CHARGES ARE TO BE PAID BY THE TMDERER 

CONDITIONS: 
2. Interest at % on advarce 

for an average penod :of 11 
pears. 

3. Escalation on labour elemer 1 

5. Seig-corage charges on ma- 
terials other than stores to 
be paid by the &part- 
mcnt. 

6. Sslcs Tal; on a i n t r a ~ ~  velw 
e t c ,  to be paid by Dcptt. 

7. Inaurrncc on worb and 
tern mry works waived 
?&T endcr ~ o r n m i t t c ~ .  

(-11 n;,m . . 
(at 114% of con- 
tract value) 

m (-bpo*ooo 
W k s  Taxon (All the seks 
contract vairu) tax, if ary to 

thc provincbk 
Gavt.1 - , 1 4 7 8  (-) ro,oo,oao 

(at 1% o gross (I.umprum) 
vahe of work) 

(8) IF ESCALATION CHARGES ARB TO BB PAID B Y , T I I E D E P ~  

CONDITIONS 



3- Escalation or labour e l c m r t  . 
4. R c b t e  in lieu of pcrformarce 

bor d. 
5. S e i p o r a  charfls on mn- 

teri-1s o%cr rhar stores to 
be paid by t he 1~cfartmcr.t. 

6. M e r  tax on au.tract value 
ctc., to  be paid by Drptt.  

NPE (-hm,ooo 
(Snlcs taxan (All the ode8 
contractnhre) tax, if ary, 

to  the prodn- 
da1 GOVL.) 

7, Insunrce  on works ard - 1 , 8  (-ho,W000 
temporay works waived (at 1% o gmac (Lump-sws) 
by tk tcrdcr committee. valuc of w r k )  - 

~ o t l u a t c d  Total A m o w  . 3~2~72,190 402~3,935 - 4J9>53*(zo - 
(ij Rate for variation ir 

quartity of srct l in pier 
hc ads 

(ii) h m o u ~ t  of advancc 
rt quircd 

iiii) Perfor m n c e  Botld 

Rs. &-M.T. 
Rs. 1: IaLhs .  
Bwdrot 
giver , Agree- 
able for total 
dc ductim from 

hills at jf % 
a1 d off4 rc d re- 
bate vide itcrn 
4 above. 

Rs. joool- M.T. 
Rc. 10 lakhs. 
Bar k guarnr tce 

for Rs. accml -  
aid  rota1 re- 
trrtior, of 5% 
of cov'tmct 
value, recover- 
able at the 
rate of 20% 
from bills. 

NOTE: 
( P I  Flrm 'Dv pvc a letter or 18-3-70 in whcb t k y  have offcrcdrcvisrd rct;ote of 

Rs. 2 0 , m l -  ord Ro. 5 lukhs for ittms 5 at d 6 abovt r ~ ~ p t c t ~ v c l y  ' l h c  l r t t t r  
has rot  been t akr .  i r to  rwunt in thc above cvduatiora. S ~ r c l r h c r c  Bgurcm 
have beer gwen without k i r  p a s k d  for. a f ~ c r  &scuc.im s wc rc over, tkiktcntr- 
mount t o  reduction in rate, whidl the m m i t r c c  has dccidcd rot  to 8-pt. 

(b) N.A. means "Not Applicablen9. 



APPENDIX V 

S. No. PPn No. Ministry/ 
Department 

I. 1.27 Shipping & Transport Only a few sites in the country can match Tuticorin with its long 
and eventful history. While ancient maritime cities like Bhrigu- 
kachchha (Broach) and Tamralipti (Tarnluk) are now a mere 
memory, Tuticorin has survived to play its role in India today. The 
Committee are happy that the long-deferred hope of our people, 
especially in the d e p  south, that Tuticorin would be resuscitated, 
is nearing fulfilment. The Committee wish that the sense of urgency 
with which the scheme was first seriously sponsored after indepen- 
dence is sustained effectively. 

The Committee regret the delay in completing construction of 
the South Breakwater and the North Breakwater, which were sche- 
duled to have been completed in February, 1973 and May, 1973 res- 
pectively. As on the 1st February. 1976, the South Breakwater is 
stated to be 'almust completed', the wharf wall completed only to 
the extent of 63 per cent, and the North Breakwater to the extent 



of 73 per cent. Such delays not only result in avoidable escalation of 
Costs as compared to the original estimates but also imply the con- 
tinued loss of valuable shipping days. 

The Committee urge that a t  least the present expectation of com- 
pleting all the marine works by December, 1976, will be fulfilled 
without any further hindrance. 

I .29 Shipping & Transport While the Committee are unhappy over the delay in the execu- 
tion of the Port project, they feel equally concerned that the genera- 
tion of additional trafflc, particularly for coal, salt and cement, may 
take much longer to materialise than originally envisaged. There 5 
is therefore need for very close coordination and understanding bet- 
ween the Minisiry of Shipping and Transport, the Port authorities, 
the State Government, the State Undertakings and the various indus- 
tries which are in the process of coming up in and around Tuticorin, 
so that traffic is generated and attracted to the Port on a long-term 
basis to sustain its economic working. The Committee have dealt 
with these aspects in greater detail in subsequent chapters of the 
Report. 

-do- The Committee welcome the idea that the new port and the ex- 
isting minor port, the latter looked after by the State Govenunent, 
will eventually be merged. At pr&ent both the Ports are function- 
ing side by.side. This perhaps has to be so, because the construction 



of the new port has not yet been completed. However, there should 
be harmonious co-ordination between the functioning of the existing 
Intermediate Port and the new Major Port at Tuticorin, so that all 
the available facilities are put to optimum use in the best interests 
of the country. 

The Committee note that the traffic estimates at  the time of con- 
sideratian and approval of the Tuticorin Project by the Union Gov- 
ernment in 1967 were 35.10 lakh tonnes in 1975-76 (viz. in the Fourth 
year after commissioning of the Port originally expected in 1971-72). 
The traffic projections for the Tuticorin project have been under- 
going changes from time to time, the latest being those given in the 
report of the Working Group on Ports, 1973 and the minutes of the 
meeting of the Official Committee held at  Madras in September, 
1975. The Committee note withconcern that while the port would 9, 
be completed this year, traffic in 1978-79 is now expected to be no 
more than 22 lakh tonnes and it is only by 1980-81 that the traffic is . 
expected to reach 37 lakh tonnes. This slow rate of growth of traffic 
is bound to affect adversely the economics of the Tuticorin port. 

40- Broadly speaking, the traffic projections for 1980-81 indicate that 
nearly 50 per cent of it would be contributed by coal. I t  is ~e r t i uen t  
to recall that while the original estimate for coal at the time of sanc- 
tion of the Project in 19G7 was six lakh tonnes, according to the 
latest projections, it would be 18 lakh tonnes by 1980-81, a threefold 
increase. 



In this connection, the Committee would like to recall the o k r -  
vations made by the representative of the Ministry of Shipping and 
Transport at the meeting of the Omcial Committee i e  September, 
1975 that varied figures regarding coal movement were being given 
by the concerned authorities. It  is also noted that the bulk of this 
coal traffic relates to two thermal units of 210 MW each which are to 
come up at Tuticorin. There has been admittedly delay in adhering 
to the schedule for installation of these thermal units, principally 
because of financial constraints and according to the Offfcial Com- 
mittee, the latest projections of coal traffic are as follows:- 

1978-79 . . .  I lPLh tonncs 
1979-bo . . 7.5 lakh tonnes 

5 
I 980-8 r . . . . 13.5 lakh tonnts 
r 98 I -82 . . . . 18 lnlrh tonncs (with the commis- 

s~aning of the thin?. thermal Power 
unit which has p t  to be sanaioned) 

I t  is being assumed by the authorities that th&e would be import 
of coal to the extent of 6 lakh tonnes in 1981-82 for other general con- 
sumers (exeluding fertilisers and POL industries) as per projections 
given below :- 

1978-79 2.5 lakh tomes 
1979-80 . . . .  3.2 lPLh ~~S 

1980-81 . . .  5 lakhtonncs 
1981-rt . . 6 lakb tonncs 



I t  is understood that the Ministry of Shipping and Transport are 
undertaking an integrated study for the movement of coal from the 
coal mines to the consumer points, while independent consultants 
had been appointed by the Tamil Nadu Electricity Board about the 
quantum and manner of handling of coal for the thermal stations. 

The Committee need hardly point out that there should have been 
the closest coordination between the Ministry of Shipipng and Trans- 
port/l'uticorin Port and the State authorities so that an integrated 
scheme for handling of coal for the thermal stations was devised and 
implemented. The Committee urge that this lacuna should be recti- 
fied without further delay so that the designs for the coal berths and 
other handling equipment at  Tuticorin port serve best the require- 
ments of the thermal units and make for efficient and economic - 
handling of coal at  the port. The Committee would also like Govern- $ 
ment to keep a close watch on the actual progress made in setting up 
of the Thermal Units. In particular, special watch has to be kept 
about the proposed third Thermal Unit as it would entail import of 
an additional 5 lakh tonnes of coal. 

40- The Committee note that the cement factories in the area are 
moving coal to the extent of 1.2 lakh tonnes per annum through the 
all-rail route. The coal trafflc for cement factories could be attract- 
ed if the sea freight rate was made more competitive. The Commit- 
tee stress that the requirements for other consumers, padicularb 
the cement factories and the fertiliser factories, should be gone hb 
in detufl and a Arm decision taken about the quantum and manner 



of handling of coal for these users so that facilities could accdfdingIy 
bc built into the berths which are under construction. 

8. 2.22 Shippirig and Trnnspt t  

-40.- 

The Committee cannot too strongly stress the need for taking eon- 
certeil measures to see that the projected coal traffic a t  'Putkcsin 
port does matcrialise, for this constitutes as much a5 50 per cent of 
the total projected tramc for 1830-81. 

As far salt traffic, the Committee note that according to the origi- 
nal projections as much as 8 lakh tonnes were expected to be ex- 
ported fmm Tuticorin port. However, according to a&esment 
made in 1973 by the Workinq Group for the Fifth' Plan, the export 
of salt from Tuticorin would be no more than one lakh tonnes. The 
detailed review carried out bv the ofllcial Committee at  the meeting 
held in September, 1975 brought out that there has been a writable 
change in the foreign export market of salt and the maximum that 
could he expected to be shipped in 1978-79 through Tuti'cotin would 
be 4 lakh tonnes. It  was also brought out that apart from paucity 
of ships to lift salt, there was a discrimination in sea freight rate in 
favour of Saurashtra ports, while the all rail freight was cheaper 
by Rs. 2 per bag as compared to the all sea route. The Central 
G~ \~e rnmcn t  was understood to h a w  appointed recently a Consul- 
tant to go into the question of handling of salt from Indian ports in 
an eflcient manner. 



The Committee are greatly concerned to note that the Tamil 
Nadu Salt Corporation are seriously urging the developmdnt ol triPnor 
ports at  Vallinokkam and Vappalodi, which are within a distance of 
a few kilometers from Tuticorin port, for the export of salt. They 
agree with the Chairman of the Official Committee that "the deve- 
lopment of minor ports in such a close proximity of the major port 
would adversely affect the traffic through the major port and negate 
the economic justification for its development". The Committee 
strongly stress the need for maintaining the closest cobrdinaticn with 
the State authorities and the  Tamil Nadu Salt Corporation so as to 
sce that all desired facilities as are provided at Tuticorin port to  
handle salt traffic and that there is no question of developing after- 
native minor ports nearby for handling salt traffic as this would very 
gravely affect the economics of the port and in fact negate the justi- - 

A fication for its development. The Committee attach much import- u 
ance to this matter and would like to be informed within three 
rndnths of the concrete action taken by Government in pursuance of 
this recornmenda tion. 

LO. 2.24 Shippirg & Transporr- ----.-- - As regards Fertiliser traffic, the Committee note that the antici- 
Department of Fertilisers pated traffic at  the time of giv~ng administrative approval to the lhti- 
& Chrmic:tls - ---- - corin Project was 8 lakh t o n n e ~  in 1975-76 (viz. 4th year after the 

De~tt .  of Atomic Energy commissioning of the Port than expected in 1971-72). As against this 
projection, the Official Committee in their meeting held in Septem- 
ber. 1975, have placed reliance on a total traBc of 8.90 lakh tonnes 
in 1978-79 for Fertiliser and Soda Ash Plant, consisting of 3.40 lakh 
tonnes of dry cargo (Hock-phosphate, sulphur and muriate of potash) 

--- 



and 5.50 lakh tonnes of wet cargo like Naptha fuel oil etc. I t  is un- 
derstood that the fertiliser complex of M/s. Southern Petrochemicals 
has already gone into production in June, 1975. The Heavy Wakr 
Plant of Department of Atomic Energy is expected to go into prodnc- 
tion by the middle of 1976, and the Tuticorin Alkalies, being set up  
to produce Soda Ash and ammonium chloride is expected to be in 
the picture in 1977-78. The Committee hope that these industries 
will actually come up as per schedule, and the traffic projections 
now relied upon will materialise. 

fr. 2.25 Shipping & Transport The Committee, however, find that a t  the OfFlcial Committee's 
% 

-- 
Railways - --- meeting held in September 1975, it was brought out by the represen- 
~ e p t t .  of Fertilisers and tatives of the SPIC (Fertiliser Group) that there was no possibility 
Ch* icals of movement of the finished fertiliser products through Tuticorin 

port as Government had decided that the element of freight would 
be pegged to Rs. 40 per tonne irrespective of the destination and the 
mode of transport. However, if the sea-freight structure was made 
comparable with the railway freight, there could be a possibility of 
despatching 50,000 tones of finished fertilisers to Andhra Pradesh, 
Maharashtra, etc, through the port. The Committee would like this 
matter to be examined by Government at depth, in the in- of 
utilising adequately the uptodate facilities for handling of f e  
etc. which are being developed at .Tuticoria 



m. 2.26 Shipping --- & Tramport Another point requiring urgent attention is about the nomination 
Deptt, of Petroleum of the Tuticorin port as a pricing point for POL products. A firm .--- - - - -  
Deprr. of I;ertili~rs rind decision also needs to be taken about the fuel which is to be used 
Chemicals in the boilers of the fertiliser plant. 

The Committee feel that as fertilisers (including raw materials 
arid POL) would constitute the second largest bulk commodity to be 
handled at  Tuticorin port, there is a need for close &-ordination 
with the representatives of this industry so as to offset dl likely iW3- 
culties. Apart from administrative decisions regarding the nom- 
tion of Tuticorin port as a pricing point for POL products or ratio- 
nalisation of the sea-freight structure for movement of fertilisers, it 
is essential that the facilities provided in the port are such as would 
make for the most economic and efficient handling of the commodity. 
involved. b 

13. 2.27 Shipping & Tnnaport It is understood that the Central Government approached the - 
State Government in the latter half of 1975 with a suggestion to form 
a Greater Tuticorin Development Authority to plan and mrdinrrte 
the development of the environs of Tuticorin industrially, now that 
a modern port outlet was being provided. While th Committee wel- 
come this belated but essential move, they need hardly wint  out 
that the initiative in this behalf should have been taken either along 
wjth the sanction for the Tuticorin Port proje t  or very soon there- 
after. ~eanwhi le ,  valuable time has been lost. Government should 
always remember that a stitch in time saves nine. 



The Committee feel that the State being now under the Presi- 
dent's rule, it should be easier to effect a closer co-ordination between 
different authorities involved in the tasks of Greater Tuticorin Deve- 
lopment. It must not be forgotten that rapid development of the 
hinterland and the resultant capacity to generate and absorb traffic 
are indispensable to the economic viability of Tuticorin port. 

1 4. 2.28 Shipping and -- - Transport - -  The Committee would like to draw attention of Government to 
Railways the state of rail transport facilities in the area, as these have a dis- 

tinct bearing on the traffic projections hy sea for Tuticorin port. At 
the moment, there is a perceptible improvement since the emergency, 
in the capacity of the Railways to carry goods and the Railwaysbave " 
also reduced the time for transit and improved-reliability. ..They IS % 
also a scheme under implementation for conversion of a portion or' 
metre-gauge to broad gauge on the Southern Railway and a bogin- 
ning has already been made in this behalf via Nagarcoil. The extent 
of kaffic which would move to or from Tuticorin by rail m i c u -  
larly in bulk commodities like coal, fertiliser and salt, h?s a close 
bearing on the traffic to be handled a t  Tuticorin port and therefore 
should be closely studied for taking correct investment deckions 
about facilities to be provided at the Port. The Committee would 
like the closest co-ordination to he maintained between the Ministry 
of Shipping and Transport and the Railway Authorities so that' the 
investment in the development of national infrastructure fot. & k n s  
port through Tuticorin is regulated in the best overall SnbereSt. 



2.29 Shipping T~~~~~~ The traffic projections for the Tuticorin Port have been undergo- 5. -- 
Finarice -marked changes from time to time and. according to the information 

at present available, the traffic of the order ellvisaged may take a 
long time to he rediscd. The Committee would like Government to 
make, in due course, a critical study of the Tuticorin Project inwrder 
to see how far the projections of traffic assumed at the time of sanc- 
tion of the Project had been actually realised, so that it could pro- 
vide valuable guidelines while scrutinising similar schemes in the 
future. The Committee cannot too strongly stress the need for ob- 
serving priorities in undertaking developmental schemes because of 
the limited resources available in the country and the competing de- 
mands from various ~ectors,  so that the existing resources are put to 
best use for generating developmental returns for further growth. 

u 
G 
\O 

2.30 Shipping and Trans~ort The Committee h a w  no doubt that Government must have kept 
a careful note of the o f k r  made by the Chief Minister of Madras 
(now Tamil Nadu) State Government in September, 1967, that the 

State Government would be prepared to meet by m a n s  of loan to 
the Port of Tuticorin half the deficits that would accrue to the Port 
in the initial years, so that this undertaking could be invoked as re- 
quired. 

17. 3.34 - -__- Shipping __ & Transport -- _--- For a clear appreciaion of the protracted process followed by the 
to 3.36 Finance Chief Engineer and Administrator, Tuticorin Port, the Tender Com- 

mittee, and the Ministry of Shipping and Transport in the matter of 
the grant of contract for construction of North Breakwater of the 

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



Tuticorin Project to the same contractor (Firm 'B'), to whom con- 
tract for the South Breakwater had been awarded on the basis of low- 
est tender, the Committee have quoted from the various connected 
documents including those of the Ministries of Shipping and Trans- 
port and Finance. The Committee find that initially, the Chief En- 
gineer and Administrator of the Port had made a specific recommen- 
dation that the contract should be awarded to a different Ann (Firm 
'D') though, according to his own evahation of the tenders received, 
the tender of the said Firm 'D' was only the second lowest, the low& 
being that of Firm 'B'. This recommendation of the Chief Engineer - 

VI and Administrator was based on three main factors, first that the o 
capacity of both the tenderers might not be such as to take over both 
the works simultaneously, secondly that the progress of work could . 
be kept up on each work (North and South Breakwaters) and the 
target of completion achieved only if the agency of execution for 
each major work was different, and thirdly that the works executed 
till then by the Firm 'B' were to the extent of Rs. 4.17 crores only 
and the firm had other works (elsewhere) in hand to the efttent of 
Rs. 5.59 crores out of which works worth Rs. 3.80 crores had yet to 
be completed. The Committee find no evidence of the fact that these 
weighty arguments of the Chief Engineer and Administrator were 
@ven genuinely serious thought or properly analysed in an objec- 
tive rnanner by the Ministry of Shipping and Transport. 



Thereafter, the Tender Committee, consisting of Development 
Adviser, Ministry of Shipping and Transport, the Chief Engineer and 
Administrator, Tuticorin Harbour Project, and the F A  and C.A.O., 
Madras Port Trust, re-evaluated the tenders for the North Break- 
water and according to that re-evaluation, which turned out to ba 
different from the evaluation made earlier by the Chief' Engineer 
and Administrator, the tender of Firm 'D' was considered to be the 
lowest, the next higher tender being that of Firm 'B'. The Tender 
Committee considered the ideas of the Firm 'D' in regard to tech- 
nical features of the scheme and the methods proposed by them for 
the execution of the work as 'not sufficiently clear', but at the same 
time they also found that Firm 'B' too did not have the experience 
of carrying out marine works. In spite of this finding, the Tender 
Committee came to the conclusion that Firm 'B' had reasonable re- 
sources and also the equipment to carry out the work. The sound- 
ness of the arguments of the Chief Engineer and Administrator that 
the Firm 'B' had other works in hand and that the progress of work 
could be kept up only if the agency of exmution for each major work 
was different does not seem to have been examined either by the 
Tender Committee, of which the said Chief Engineer and Adminis- 
trator was himself a member, or by the Ministry of Shipping and 
Transport. 

At a later stage when the Ministr'y of Finance acquised, in the 
award of contract for the North Breakwater also to Firm 'B', they 
stipulated a condition that this should be done only after the Minis- 



try of Shipping & Transport had fully satisfied themselves that Firm 
'B' would be able, in view of their intrinsic capacity and the other 
works they had already on hand, to take on and complete both the 
assignments, and that it was fully advisable, in the absence of a more 
detailed study of the financial standing, capacity and exper?cnce ete. 
of Firm 'D', to reject his tender which was the lowest. The Comrnit- 
tee again find no evidence of the Ministry of Shipping k Transport: 
having paid serious attention to this suggestion of the Ministry of 
Finance as they did not carry out any investigation of the capacity 
of Firms 'B' and 'D' but merely communicated the views of the 
Ministry of Finance to the Chief Engineer & Administrator. By that 
time the said Chief Engineer appeared to have lost interest, as is evi- 
dent from his reply of 5th August, 1970 to the effect that while,far- 
warding the tender he had made his recommendation (that the tender 
of Firm 'D' for the North Breakwater should be accepted) and pointed 
out that as the Tender Committee of which he had been a member 
had come to a different conclusion, namely, acceptance of the o R r -  
of Firm 'B' for both the works, further review of the position at that 
stage separately by himself did not arise. In the opinion of the 
Committee this cryptic reply of the Chief Engineer & Administrator 
was another pointer to the Ministry of Shipping & Transport that it 
was for the Ministry to have a careful look a t  the re-ommendations 
of the Tender Committee in the light, especially of the observations 
of the Ministry of Finance. This the Ministry of Transport dc not 



seem to have done. The Committee therefore, are of the view that 
since works of such importance, involving heavy expenditure an& 
competent expertise should be given ta firms of proven standing and 
cr&table performance in their particular field, the best courjein the 
case should have been to go in for* retendering. The Committee a@ . 
consider that the allotment of work on both the Breakwaters bc .fie .. 
same contractor, who had neither the adequate ability nor experk-, 
led to delay and derek-tion in the completion of the project and . 
consequential escalations in cost. 

The Committee recommend that the whole procedure, of exmina-  
tion of technical proposals relating to big national Projects in the 
Ministries should be adequately reviewed and guidelines laid down to 
ensure that all important and relevant factors are seriously and 
thoroughly weighed by the Ministries before final decisions are taken. W 

18 Shipping 8i Transport 3.36 -- fb regards the particular case of Tuticorin, the Committee desire 
Finance that the circumstances leading to the award of both the works 

(South Brcskwatm and North Breakwater) to the same contractor 
whose performance was not above reproach should be investigated 
and the outcomc rcported to the Committee. 

19 4.37 Shipping & Transport The Committee find that the main rexon for awarding the work 
on both the South Breakwater and the North Breakwater to the 
same contractor (Firm 'B') was said to be that the two works would 
proceed simultanmusly and be completed by February, 1973 and 



May, 1973, respectively. This objective has not been fuIfilled as 
the contracbr 'B' slipped the heavily in the completion of the project. 
The South Breakwater, which was scheduled to be completed by 
February, 1973 is still (in February 1978) stated to be "almost com- 
pleted". The whart wall has b& completed to the extent of only 
63 per cent. The North heakwater, which was o~iginelly scheduled 
to be in commission by May, 1973, was only partially completed, 
the progress made being of the order of 73 per cent. This clearly 
shows that the principal justification offered foi not agreeing to 
the suggestion of the Ministry of Finance to retender the wdrk of 
North Breakwater was not based on sound judgement. ~1 

$ 

to 4.38 Shipping & Transport The non-adherence by the contractor 'B' to the time-schedule for 
completion of the works took place in spite of the fact that conces- 
sions costing Government no less than a sum of Rs. 5.97 lakhs were 
given to the contracbr in Januray and Mag, 1972, and even further 
concessions involving as mu?h as Rs. 78.16 lakhs were granted in 
July, 1973. As stated in the Audit Paragraph, these concessions 
consisted mainly of refund of hire charges of machinery, refund of 
demurrage charges, extra amounts or obtaining core stones and 
armour stones from quarries involving longer leads, relief due to 
levy of hire charges on hourly basis and waiver of centage cbarlps 
on materials issued by the Project authorities. 



T3he Committee have examined in detail the concessions granted 
to the contractor for  obtaining core stones and armour stones from 
quarries other than those contemplated in  the contract. They are 
not at  all happy about the posit~on. There was a clear stipulation in 
the tender notice and agreement that the contractor was to inspect 
and examine the quarries and satisfy himself regarding the nature 
of the ground and the sub-soil, the form and nature of work and 
the materials necessary for the completion of the work and the faci- 
lities available. He had agreed, that is to say, to face all risks aris- 
ing out of the contract. Even so, his pleas regarding allegedly poor 
availability of stones from quarries contemplated in the contract 
were met by granting ex gratia payment for bringing stones from 
quarries involving longer leads. It is pertinent to recall that tbe 
firm had accepted in August, 1970 the specific allocation of the quar- 
ries a t  Thattaparai and Ambasamundaram and had also in unarnbi- 
guous terms agreed to any readjustment of quarries during cxecu- 
tion of the work. Jnspite of these clear stipulations, he was paid 
an extra rate of Rs. 2.80 per tonne for stones brought from quarries 
other than Thattaparai on quantities in excess of 31,250 tonnes in 
any calendar month upto the 29th February, 1972. From the 1st 
March, 1972 onwards even this stipulation was reduced to 25,000 
tonnes in a calendar month. No improvement in performance, how- 
ever, was brought by this concession, granted along with many 
others, and ultimately the contractor got his demand conceded in 
July, 1973 for payment, with retrospective effect, of extra anfounts 
for carrying 0 2 1  core stones obtained from quarries other than That- 
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taparai at a rate of Rs. 3.42 per tonne for South Breakwater and 
Rs. 2.55 per tonne for North Breakwater. This was done prbarfly 
on the anticipation that there would be no further setback in the 
schedule prescribed for completion of the work, but again all ex- 
pectations were belied. In this context i t  is significant to note 
certain observations of the Secretary (Transport) in March, 1973, 
namely, that he found it difficult to say who was responsible for that 
state of aftairs, that the contractor had shown little business acumen 
by agreeing to things which were obviously uneconomic, that the 
Project OfIIcer at Tuticorin seemed to have taken such an unrealistic 
attitude as to endanger the timely completion of the project, and 
that "the Ministry were in a jam". When the decision was taken to 
allot both the works (of South Breakwater and North Breakwater) 
costing about Rs. 12.01 crores (including maximum escalation as 
calculated at that time) to firm 'B'. it was known, as the Audit p m -  
graph states, that the firm had experience of completing works for 
Rs. 4.17 crores only. Besides, out of other works for Rs. 5.59 crores 
awaiting execution by that firm, it was still to complete works for 
Rs. 3.80 crores. I t  was also known that the firm had no experience 
of marine construction. In spite of all this, the firm came to be allot- 
ted this important assignment. I t  seem obvious that the Ministry 
of Shipping & Transport had made an initial mistake. I t  should at 
least have tried to keep a strict watch on the progress of work., and 
the performance of the contractor instead of repeatedly conceding to 



the demands of the defaulting contractor. Again, it appears to be 
another typical case when a private contractor deliberately quotes, 
to begin with, a lower rate in order to gain the contract, and after 
making some progress slackens the pace of work in order to extract 
lucrative concessions from Government. The Committee feel that 
if the authorities are vigilant, particul~rly in the matter of ascertain- 
ing the experience, performance and standing of competing contrac- 
tort?, they would not find themselves in a "jam" as they confessedly 
did in the present case. The Secretary (Transport) was constrained 
to note in March, 1973, that a stage had been reached where they 
had somehow to get the project completed. The Committee are 
convinced that the Ministry of Shipping and Transport must accept 
full responsibility for allowing such e state of affairs to come to 5 pass. I t  is strange that the contractor's demands for ex-gratis pay- 
ments had to be conceded without even making reasonably sure that 
the project would be completed without further up setdng the 
time schedule. The Committee would like to be informed of the 
precise progress made in the completion of the project and the 
commissioning of the Port. The Commitlee would also emphasise 
that in the circumstances of the case, the soundness of the wcrks 
should be thoroughly tested on commissioning and a clean chit on 
performsnce obtained before all the amounts due, particularly the 
ex-gralia payments, ere released to the contractor. Government 
must have an adequate lever to ensure adherence to quality a ~ d  
soundness of the executed works. 



21 4.39 Shippi I g St Transport As a result of delay in execution, the contractor has also enjoy- 
ed the benefit of interest-free adsvance of large amounts for a much 
longer period beyond January, 1972, when the refund of advance 
would have commenced on completion of. 50 per cent of the works, 
if the original-time schedule had been maintained by the contractor. 
The loss to Government on this account and the corresponding ac- 
cretion to the coffers of the contractor is bound to be heavy and 
would to that extent escalate the total cost of the project. 

I t  appears that the contractor had appointed two sub-contractors, 
C1 and in the case of one, no approval of Government, as required under 

the contract, was sought or given. The Committee are of the view 
that if a thorough scrutiny of the experience, expertise, standing 
and performance of the tendering firms for the large harbour works 
was properly made, Government could perhaps have secured a more 
reliable agency for the timely and satisfactory execution of the 
works. i 

It  is necessary to recall that even after enjoying the various con- 
cessions, the contractor (Firm 'B') went in for arbitration against 
the Project authorities in respect of his claims for increasing the 
time limit of escalation etc. As stated during evidence by the Sec- 
retary (Transport) himself, it was "unfortunate that even after this 
attempt was made and certain claims had been admitted and reliefs 



\vt.re given, he went to arbitration and a certain award was given in 
hi; favour". The Committee find that the total amount. awarded in 
favour of the contractor as a result of arbitration is as much as 
Rs. 88.6 lakhs. Government have, of course, not accepted the award 
ancl :I civil suit has been filed accordingly. The Committee PSI.; Gov- 
ernrnrtnt t o  take suitable action to ensure that the case is competent- 
lv and forcefully fought in court and then comprehensively foliowe6 
up. (;ovcrnment and the c o u n t v  have already suffered heavy losses 
o n  account of avoidable delay in the completion of works and con- 
sequential failure in commissioning the port for traffic. The Com- 
mitttxe would like to be informed in detail of the ultimate outcome 
of t h e  c a w  and all concomitant consequences. 

Y 'i'he Committee are unable to find any convincing reason. for 
Government to construct a fiugcr jettv at a cost of Rs. 11 lakhs (ap- - 
pros ) arid to m a k e  its use avaliabl , frc.' o f  charge to the contractor 
whrn the contractor deployed 'end on method' for works on South 
I3rc)akwatcr. It is clear from the Audit Paragraph that  the stipula- 
tion about the Department considering the 'provision of a jetty a t  
---5 65 m of South Breakwater was onlv with reference to the Mat- 
ing crafts likely to be brought in and used by the tenderers' if the 
work was undertaken by the 'island method' only. 

What appears to have happened is that the contractor demanded 
the provision of a jetty as one of the pre-conditions and the Depart- 
ment agreed to do so, thus  imposing a contractual obligation on itself 



The Committee are of the view that the department, being under no 
obligation in the matter, displayed a conspicuous lack of financial 
prudence. I t  was surely open to thc department. in view of stipula- 
tions in the tender notice, to take thc stand that for work to  be done 
by 'end on method' t h e r ~  was no  qilcst~on of provision of a jetty at 
Government cost. At any rate, the Department should a t  least have 
insisted that this ex-graiia benefit given to the contractor would be 
scit off against his claims for r:~rriage of stones for the breakwater 
f I om longer distances etc. 




