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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised by 
the Committee, do present on their behalf this Thirty-Third Report of tbe 
Public Accounts Committee (Sixth Lok Sabha) on paragraph 33 of the 
Report of the Comptroiler and Auditor General of India for the year 1974- 
75, Union Government (Civil) Haldid Dock Project. 

2. The Report of the Comptroller and Auditor General of India for the 
year 1974-75, Union Government (Civil) was laid on the Table of the 
House on 26 March, 1976. The Public Accounts Committee ( 1976-77) 
oxamined paragraph 33 of the said Audit Report at their sittings held on 
25 and 26 June, 1976, but could not finalise the Report on account of 
riissotution of the Lok Sabha on 18 January, 1977. The Public Accounts 
Committee ( 1977-78) consider& and finatissd this Report at their sitting 
hcll on 18 November, 1977. Minutes* of the sitting of the Committee 
form Part I1 of the Report. 

3. A consol~dated statement conta i~ng conclusions/ recommcnda~ions 
of the C'ommittec is appended to the Rc rt (Appendix). For facility of 1" rofcrrncc. thew have been printed in thic type in thc body of the R p r t .  

4. The Conimittcc place on record their appreciation of thc commend- 
able work done by the Churman and Memkrs of the Public Accounts Com- 
mittee (1976-77) in takmp evidence and obtaining information for this 
Report 

5 .  'The Comn~~tiw alw place on rccord rhe~r appreciation of the assist- 
;mx rendernl to them in the examination of rhc subject by the Comptrt.rlles 
;mi Awlitor Gcneral of India. 

6. T h  C'ommtttw would dso like to express their thanks to the Officcs 
of the Ministries of Shtpping & Transport, Railways, Petroleum. Ftrtilizen k 
Chemicals, Cummmx, Industry (Department of Heavy Industry), Steel & 
Mines (Dcpiartment of Stcel) and Apriculturr? & Imption (Department of 
Agricuhure) and the Cakutta Port Tmst/HaMh Dock Project fur the co- 
o p t i o n  extended by tham in giving information to the Committee. 

C. M. STFPHEEU' 
C h u u m ,  

Public Accc~unts Committee 



INTRODUCTORY 

1.1. Hatdicr Dock Project.-The riverine port of Calcutta has bt%n 
functioning for more than 100 years. It is 126 miles away from the Bay 
of Bengal. Proper functioning of this port is largely dependent on the navi- 
gability of the Hooghly river. In 1938-39 the maximum and minimum 
drafts of the river were 30 feet and 22.5 feet. In that year the draft of the 
river fell below 26 feet on 92 days. After five years in 1943-44 the maxi- 
mum and the minimum drafts of the river were 29 fcct and 18 feet; in that 
year the draft was below 26 feet on 285 days. The position was wont in 
1961-62 when the maximum and minimum drafts were 25.5 feet and 17.5 
feet. This trend continued and although the position improved in certain 
years in between, the maximum and minimum drafts in 1972-73 were 27 
feet and 17.4 feet, and on 323 days in that year the draft was belov 26 feet 
in spite of the expenditure of Rs. 3.99 crores on dredging during that year. 
There are also sharp bends in the river in the downstream from Calcutta. 
These bends and low draft of the river limit the size of the ships which can 
visit the port. The drafts available during 1963-65 to 1973-74 and expendi- 
ture on dredging during those years are shown below :- 

Year Maximum Minimum Number of Expendi- 
draft draft days when ture on 

draft was dredging 
below 26 
feet 

( In feet) 

Acco~d'ing to Calcutta Port Trust (January 1975), the maximum 
length of the ships which can enter the port is 515 feet (12,000 DWT) for 
Kidderpore dock, 565 feet (16,000 DWT) for Netajl Subash dock and 620 
feet (20,000 DWT) for Budge Budge. Only 8 ships above 5 14 feet length 
can be given alongside berths inside the docks at a time. Larger ships d 
650 feet length (above 25,000 DWT) and above require more than 28 
feet. More and more world cargo is gradually being carried by bigger 
ships becaw d freight advantage. 



Calcutta port caters to the needs of the eastern part d the c0uzltr)r. Due 
to limitations of draft the traffic handled by Caksutta port decreased from 
110 liaWl tonnes in 1964-65 to 63 lakb tmgm in 1973-74; the total number 
of ships handled declined from 1807 to 1045 during the same period. 

The question of construction of a subsidiary port had been under cow 
sideration from the early 1950s. In the meantime, due to non-aviulablbty 
of adequate drafts, in October 1959 the port trust started SigbEening the 
Ships at Haldia about 563 nautical miles downstream from Calcutta and 
cam ing some portion of the cargo in barges so that the ships could proceed 
to 8 alcutta. In 1960 the Port Trust approved a provisional estimate a# 
Rs. 25 crores (foreign exchange element : Rs. 14 crores) for construction 
of a new port at Haldia nearabout where the ships were being lightened. A 
master plan of the project was drawn up in 1962. The master plan en- 
visaged setting up of a port and an industrial corn lex in an area d about P J 4 square miles, includi~lg an oil refinery and a ferti iser factory in the p u b  
sector and various other medium and small-scale industries. The master 
plan provides for B bulk cargo berths, 28 general cargo berths, 2 dry docks 
and 2 riverside jetties. 

* * * * 
1.2. Under the Haldia dock project an impou~~ded dock, L C . ,  dock In 

an inland man-made lagoom connected with the river througb a lock-system, 
is being constructed by dredging of land in an area of about 170 pcres. 'The 
n e a w  point of the lagoon to the river is about 100 metres from the rlver 
bank and the farthest point about 1,500 metres. The dock bash consists 
of two parts, a turning circle of 1,800 feet diameter and the 5,000 feet long 
and 970 feet wide dock area. Except the oil jetty and the lead-in-jetty 
(where ships will be berthed before they are taken inside the impounded 
dock) which are on the river side, all the other berths arc on the inland 
lagoon. This impounded dock basin will provide a safe berthing zone for 
the ships free from tidal variatims of the river. The impounded dock will 
be connected with the river by a water-way, called lock entrance, for 
passage of ships from the river to the dock basin and vice verG. 

Major components of the dock construction work taken up under the 
first phase of the project are- 

(i) construction of the berths, 
(ii) construction of the lock entrance, 
(iii) dredging of the impounded dock lagoon, and 
( iv ) installation of mechanical equipment. 

Yk * * * 
1.3.  Between 1971-72 and 1973-74 total cargo in the major ports in 

the country rose from 592 lakh tonnes to 644 lakh tonnes, i.e., an increase 
of abur 8 per cent. During the same perioct the traffic handled by Cal- 
cutta Port decreased from 74 lakh tomes to 63 lam tonnee. 

[Paragraph 33 d the Report of the ComptroLler a d  Auditmr Gene 
ral of India for the year 1974-75-Uairon Goverament (Crvil) 

- p ~ .  107-109, 11 3-1 64 1341 
&.4. The Audit paragraph mentions about the drafts available in tip 

river Hooghly from year to year between 196445 and 197IF.7$.. Thb 



Conrmitrec called for infarmatian relating to subsequant yean and the wn- 
solfdabect- picture that emerges upto 1975-76, is fonows : 

Maximum Minimum No. of EiXpKd- 
draft draft days when turn on 

(in It.) (in ft.) draft was Qadging 
below 26 ft. (rn crares 

. - --.-- 

1964-65 . . 27 .4 20.1 3 29 1 -69 
1965-66 . 29 .O 18 .5 329 1 -86 
1-7 . 29 .O I8 -8 308 2.58 
1967-68 . 28 4 18 .3 189 2 4 4  
1968-69 . 20 . S  18.8 243 2 4 7  
1969-70 . 28 .5 I9 .O 284 3 el5 
1970-71 . 29 .O 19 ~5 307 3 -29 
1971-72 . 28.6 18 .O 313 3 -17 
197273 . 27 .0 17 .4 3 23 3 9 9  
1973-74 . 28 4 18 .O 31 1 3.89 
1974-75 . 28.87 17 -06 288 4 a76 
1975-76 . 78 .H7 1 7 a06 276 4 395 

*I97677 . 2 8 . 6  18'-5 319 9.00 
(Provisional) 

*Not Verified by Audit. 

1.5. The position in regard to the total number oT ships and the 
amount of tratfic handled during the period 1964-65 to 1975-76 is given 
below : . ..j16q' .18 - - -- 

Amouut of Trafflc handled 
Year Total No. of Ships handled (In tonnes) 

1807 1110 lakh 
X X x X 

I045 63 lakh 
2060 75 a 3  lakh 
2039 76.9 lakh 
984 83 lakh 

*Not verified by Audit 
1.6. The deteriorating position in regard to the traffic handled at 

Calcutta Port was directly related to the condition of the river H q b l y .  
AS far back as 1966 the Estimates Committee were informed by the Gm- 
ernment that due to factors beyond the control of the Port authority the 
River Hooghly had been deteriorating for a long time. "While intensive 
studies have been and are being made and very large expenditure is being 
incurred on intensive dredging, it would not be possible to arrest the deterio- 
ratim until the Farakka Barrage is ready and upland water supply from the 
Ganga is. available throughout the year". The Farakka Barrage Project was 
therefore conceived to ensure guaranteed provision of headwlfer 6upplJ' 
shag the Bhagirathi-Hooghly for the preservatiqn of the lm-g seFi<nmb' 
threatened Port d Calcutta. 



lt was &mated that there must be a gumanteed supply of 40,000 cusca 
d water in the lean months of the year to the River Hooghly. It was hoped 
that with this supply the Calcutta Port would have a fair chance of winning 
the fight for its own life and the life d the river, in the process ensuring that 
no harm comes further downstream to the enormously important Haldir 
complex in which the country has invested so much of its scarce resources. 

1.7. The Public Accounts Committee in their 196th Report (5th Ldr 
Sabha) oa the Farakka Barrage Project noted with satisfaction that the 
Farakka Project has been completed and the Bhagirathi-Hooghly has started 
receiving 40,000 cusecs of water from the Ganga since 1975. For the 
cconomlc development of the Haldia complex, the contribution mMe by 
the Farakka Barrage Project cannot bc over-estimated. 

1.8. During evidence (June 1976) on the Audit para (Haldia Dock 
Project), discussed in the present Report, the Committee desired to know 
the position regarding draft of the river at Haldia and the effect of Farakka 
thereon. In reply, the Development Adviser (Posts) has stated : 

". . . .these drafts which have been shown here represent the drattf 
available for the Port of Calcutta. The governing bar for the 
port of Calcutta in Balari bar which is just upstream of the 
Haldia complex. The Balari bar controls the drafts to the port 
of Calcutta and as there has been no improvement--or rather 
there has been deterioration-on the Balari bar initi~lly, lhere- 
fore, there has been no improvement in the draft for the Port 
of Calcutta. 

As regards Haldia, the position is that today wc have got draft or 
approx. 32 to 33 feet in the port of Haldia and we are expect- 
ing that by the end of this year we will achieve drafts of 35' to  
the port of Haldia. We had planned to achieve 35' in the port 
of Haldia by the end of 1975 but that has not been possible 
because of certain difficulties which we have experienced as a 
result of re-shoaling. We have four bars between the sea and 
Haldia, namely; Jallinghom, Auckland, Middleton and Gasper. 
Middleton and Gasper are in the outer estuary. They have 
been dredged and are available for drafts of 35' already. The 
two bars of Auckland and Jellinehom which are in the inner 
estuary are giving continuous difficulty because arf re-shoaling 
which has been much worse than expected. The last survey 
taken towards the end of May showed that on the Auckland bar 
we have been able to get a depth of approx. 7 metres and 
allowing for another 3 metres rise of tide wave the navigable 
depth is 32. The Jellinghom bar has not respondent well. The 
main reason for this is that dumping grounds are so far away 
that the output of the dredger falls considerably. 

* * * * 
32' draft which I have mentioned is now available for approx. 300 

days in a year. We may even be able to get 35' draft upto, 
Haldia but that will be for a short time say only 15 to 20 days 
in a year. The minimum draft will not fall below 30'." 

Asked about the size and tonnage d ships that would sail in f i E  above- 
mentioned draft the witness added : 



"Normally fully-loaded vessel of 30,000 tonnes--cither tanker or 
bulk carrier can sail in on a draft of 32'. We are also using 
our larger tankers of 87,000 tonnes dead fre'ihted to betw- 
50-55 thousand tcmnes. 

* * * 0 

The planned drafts are only 40' and that too by 1980-81. It would 
allow the normal standard size ship of 60,000 tonnes. It wili 
also admit 80,000 tonnes ships short-loaded to 70,OM) 
tonnes." 

1.9. In the context of the country taking its due share in the World 
trade, the Committee desired to know whether any exercise had been done 
by Government as to the role of Haldia, both present and future, which 
could serve as a guide to the nation in the matter of expectations from 
Haldia. In reply, Secretary, Transport has stated : 

"We are in touch with the various Ministries so far as the growth at 
traffic is concerned. One thing to which a pointed attention 
has been given, is the prospects for large coal exports. Haldia 
is ideally situated for large coal exports, particularly to Europe. 
The trial made at Paradip was only to test the market. We 
envisage increasing reliance cm the facilities at Ilaldia for 
realizing the export potentialities. Haldia is also ideally situ- 
ated with reference to iron ore mines. Depending upon the 
market ability of our products and the projections accordingly, 
at the moment we are studying the possibilitv of availing of the 
increasing facilities, particularly for coal, if necessary. Xegard- 
ing other matters like iron ore and export of pig iron, fiwres 
have not been drawn up. Recently some kind of a progranlme 
has been announced by the Ministry of Steel for the production 
of iron and steel in the next few years. We will be in toucb 
with them and will ensure that Haldia has a legitimate share in 
the facilities to be build up." 

On the question of Haldia having been given a rather low place, as 
compared to some other ports, in the matter of export of iron ores in the 
Report of the Commission on Major Ports, the witness has clarified : 

"The projections made in the report are really old and the position 
is always fluid. We havo to study the programme as it is. A 
decision has been taken to develop it for export purposes. That 
is particularly related to development of iron ore in a particuiar 
belt. Similarly, Haldia Port is also marked for development. In 
the Iron Ore Board as well as in the Ministry of Steel and 
Mines, they have earmarked certain area for development. 
Considering the development to take place, as you hgve correctly 
pointed out, we will bear in mind the development of the Haldia 
Port. Its development is very much near to our heart and we 
will certainly see to it that it will get its dun share ill the future 
development ." 

1.10. Cakmtta Port which m r premier port in the countty for s n e d  
Qcclde~ Came to lose i& position of prhnscy Mause of two imrtant  
&v*pmmts since the Fortie and the Fifties. The riverine c b m d  l e d -  
ilg to chka~tta Port strtrted getting l t e d  up with the d t  tb& cvm # 



ouIy 194%44 the dm€! fell below 26 be4 for as m a y  as 285 drys is a 
year, Tbis naturally becrme a amdmht for larger vem& reqoiriog a 
dfpd of 26 Sjmt or more to negot@e entry to tbe Calcutta Port. As b 
well knm, a trend started soon after the Workl War of using k g e r  vessels 
and tankers to cany cargo. While facilities for handling of larger vesselcs 
and ~ H ~ X N  were developed in other major ports of the cornby no cOm- 
parable progress wss made in Calcutta Induction of bed waters in tbe 
lean wnths  through Pwakka Barrage and canals which could have averted 
the deteriorating p i t i o n  of Calcutta Port took nearly two decades to be 
completed and cummissioned in 1975. The Committee have doah with 
this aspect at lc.nb$~ in their 196th Report (5th I,ok S a b )  on Farskka 
B a q e  Project. 

1.11. 'l'hc cumulative effect of all these Laclc~r~ was that while there 
w:iu prcgressiw increase in the hra~Iting of traffic yarticulilrly bdk t d c  
in other m:~jor pork, the traffic handkd at Calcutta Port, in fact, kept on 
falling. 'nus would be evident from the fact that the trilffic bridled in 
Calcutta Port which was of the order of 1 .I million tmnes in 1964-65 fell 
to 0.63 miilioe ttnnnes ~ J I  1973-74. It was in this hackground thctt Che 
concept of Haldia Port Project wus comeiced in the Filties. It is, howevcr, 
a pity that the importance and urgency oE this Project were not fully 
redised with thr wwit that it cz~me do be sosictiorred onlv is the Sixlies and 
if has faken niore that1 a demde to he completed and pot into commissioul. 

1.12. 'l'ht: Committee have ekewhere in thc Report dealt at length with 
the hcilities Lor hiuulling sf iron ore (4.0 rnillllion ton-) ond coal ( 3 5  
nuillion tonaabs) which b v e  b a r  dcveloged :st the port nt hmvy capital 
rxpnsc.  'riw Committee are greatly concerwd to note that #hew facilities 
for buik handling o f  cargo would be utilised even less than half of thet  
capscify in the coming months. This unclerlines the need for initiative 
being leken at a higher level to coordinate and htwsate the effola of the 
undertaking9 concerned in the public sector, v k .  MMTC, Coal India, Port 
'I'nlst Authoritim etc. so as to enwre that the handling f~cilifics at Haldia 
Port are prchsecl into service and put to dicctive use with the twin objec- 
lives of pvovidin~ the reqr+ite trafic load to Hddia to s~~wtai~ its econo- 
mic viability and to accelerate the development of mining md allied indns- 
t i es  in the hi i terhd.  

1.13. 'rhe Committee would like to be informed 0% the concerted 
measures taken by Government and the other adhorities concerned kn 
persuanre of the above recommendations and the results achleved to 
gemrate louger tradic at Haldia on a1 slrsbained basis. 

1.14. The Committee are greatly cmceredn to note t b t  at pment the 
draft in Haldia Port is of the order d 30 feet ody  he might increase to 
35 feet. This would p m i t  handhe of vesseb of 30,000 tonnage recmh.- 
ing displacement of 30 feet or below. The Committee feel that rn h q e r  
vessels rrnd tankers are normallv in uuee h WorM trade, it is imperative tbt 
the dmft in the Haldia wrt is developed to 35/44) feet at the eartilest so 
as to ~mvide  the requisite facilities for the b!andling of larger cargo vcwe1s 
and denperf?. 



FEATURES OF THE HALDLA DOCXS 

2.1. Audit has mentioned that one of the important features oE the 
Hddia Dock is the construction of the lock entrance which is the first of 
its kind in India. Details of four other lock entrances constructed else- 
where in the world during the last three decades are given below along with 
similar details about Haldia : 

Not verified by Audit. 

Period 
construction 

L o ~ t m n  Site in cubic feet Volume in 
cubic fee I - - ..-- - -. 

1965-1969 . Leith, U.K. 849.52 ?: 109.88 x 49 -86 46.93.570 
1949-1954 . Ea~thitm, U.K. 806.88 ,. 100.04 >: 59 -70 47.99.440 
1958-1961 . Langton, Canada 823.28 x 131 .20 >: 59 Q4 63.16.910 
1961 -1967 Zandvliet. 13 13 6 4  . i: 186.96 x 60.02 1.73,62,680 

Antwerp. 
1968-1975 . Haldia 1136.52 >: 130.32x62.9K 93.34.210 

2.2. Other facilities now being provided in Haldia besides the L m k  
Entrance are 6 Bulk and 28 General Cargo Berths, and two Dry Docks. All 
the Berths will be equipped with high s p e d  mechanical handling facilities. 
Unloading/loading capacity of Ore, Coal and Phosphate Berlhs would be 
respectively 5,000. 1,800 and 1,000 tomes per hour The Figer  Sstty 
would bc equipped with a gantry crane and conveyor system to lranslup 
cargo from bigger ships tor smaller ships or from a ship to a bargo or vice 
e m .  The Dock would also have a heavy Lift-cum-Container Berth and 
a Marshalling Yard with storage space for 1,500 containers. The Oil Jetty 
would be able to handle 80,000 DWT Tankers and attend ships drawing a 
draft of 40 ft. 

2.3. Dealing with the quest~on of Lock Entrance, Audit has stated that 
the 130 feet wid? lock entrance will be provided with three electrically 
operated sliding caisson type gates, which will divide it inta two chambers 
having a clear length of 305 feet and 654 feet and 6 inches. The clear 
length between the two gates at the ends of the lock entrance at the river 
side and the dock side will be about 985 fact, sufficient for accommodating 
930 feet long ships. This inner portion of the lock entrance which pro- 
vides the water passage for the ships is the lock barrel. The lock entrance 
is made of massive walls, founded on concrete moneliths (24 on the river 
side and 42 on the land side), having three recesses (called cambers) in 
the land side wall for the three gates to remain when they are not in 
operation across the lock barrel. The camber on the river side is called 
outer camber, that in the dock side is called inner camber and the one in 
between is called the intermediate camber. The mouth of each camber can 
be closed by a gate (called stoplog) f w  pumping out water from the 
m b e r s  for inspection and maintenance 04 the gates. The foundations on 
which the caisson gates move in or out of the cambers are called the 
sliding ways. 

7 



2.4. The floor level of the lock entrance is 33 feet below datum, i r . ,  
the level of an imaginary horizontal plane about 9 fcet below the mean sen 
level as adopted by the Survey of Inda.  The beight of each monolith above 
the floor level is 33 feet while 44 feet to 55 feet of the monoliths are below 
floor level, i.e. 77 feet to 88 feet below detum. Of the 66 monoliths, sixty- 
ane are 36 Iect x 36 feet placed 12 fcet 6 inches apart in the lock barrel and 
9 feet 2 inches apart in the camber, while five (three at the Inner and two 
at the outer camber) are of the size 90 feet x 36 feet. The inter-spa- 
between the monoliths is filled with 23 feet and 6 inches concrete go~ng 
down upto I 0  feet below the floor level at the lock barrel, i.e., 43 feet below 
the dctuni and 17 feet below the floor level, i e . ,  50 feet below the deturn 
at the cambers. 

2.5. Through each of the two walls on both sides of the lock entrance 
runs a culvert of the size of 18 feet x 12 feet and 6 inches, which hat bet% 
provided with opcnmgs at the river end as well as the dock bas~n. Each 
culvert has also 6 openings towards the lock barrel, each of which is pro- 
vided with a gate called radial gate l o w e d  w raised by radial mo\tment 
for controlling fow of water in the culvert. The levelling culvcrts are also 
used for filling, or taking out water from, the lock barrel to bring the water 
level in the lock barrel to the water level in the dock basin or in the rlver 
as may be necessary. These are also used for letting in water t r m  the 
river to the dock basin, when the river is in high flood. The size and level 
of the levelling culverls was decided in May 1969 after modcl tests at tht 
Central Water Power Research Station, Poona. 

Six openings have also been provided in each wall of the lock entrance 
for flushing out silts from the sliding ways to keep movement of the caisson 
gates smooth. The gates for these openings are called flushing pen-stocla; 
these are electrically operated and move vertically. 

The pumps required for pumping in water in the basin through the cul- 
verts and/or lock barrel are called impounding pumps. Four such p u m p  
ef 50,000 gallons per minute capacity will be housed in a pump house. 

2.6. The impounded dock will have a depth of about 45 feet. Bcforo 
a ship is taken to the impounded dock it will be berthed in the river-side 
lead-in-jetty. The water level inside the lock barrel will then be brought f;b 
the river level by letting out water from, or letting in water to. the lock 
barrel as may be necessary. The outer gate will then be opened while the 
dock side gate will remain closed. The vessel will then be towed inside the 
lock barrel and the outer gate will be closed. Then the water Ievel in the 
lock barrel would be brought to the dock basin level. The dock basin side 
gate will be apened thereafter and the vessel will be taken inside the im- 
pounded dock. Similarly, if a ship has to be taken out, first the water level 
m the lock barrel will be brought to the level of the dock basin. There- 
after, the dock basin side gate will be opened and the ship will be brought 
inside the lock barrel from the impounded dock. After the ship has entercd 
the lock barrel the dock basin side gate will be closed. water inside the 
lock barrel will then be brought to the level of the river. Thereafter, the 
outer lock will be opened and the ship will be taken out. Apart from the 
two gates at each end of the lock entrance. the additional taisso11 gate in 
between has been provided for handling smaller ships withaut operating the 



entire lock barrel as bringing the water level to thc river lcvtl and a* to 
rbe level of the impounded dock is a costly operation. 

2.7. The Haldia Dock System has been conceived keeping in view the 
modern concepts in cargo handling methods. With high speed mcchan~sed 
eargo handling equipment and de\:ices, it will bc possible for slups to brlng 
in full loads, lighten partially at Haldia and thcn prcweed to Calcutta. Oo 
tbe outward voyago, they can l o d  upm pcrm~ssiblc draft at Calcutta and 
then topup  full load at Haldia, before sailing out of the Port. 

2.8. Haldia Dock System will also providc for the first time in the 
eduntry a container terminal vith transtainer and pertrainer cranes capable 
of handling full container ships. Another modcrn concept of sea-traaspor- 
tation "LASH'' has also been infused at Haldia and in fact, LASE Jfipa 
are now regularly calling at Haldia. LASH stands for "lighter-abroad-shlp". 
It is a vessel (mother ship) that transports loaded or cnipty lighters (barges) 
from port to port. The 60-feet barges are raiscd and lowered to and trom 
the mother ship by means of eithcr a shipboard crane or a storn elevator. 
LASH vessels can carry up to seventy 00-feet barges or a combinatmn of 
barges and conventional containers. 

The primary purpose of LASH ships is to  convert inland shallow-matcr 
river ports into deep-sea terminals. Formerly, mid-contincnt importers mid 
exporters had to move their cargoes (even containerized cargo) LO and from 
an ocean port via railroad or truck. But the barge-carrier has given them 
an alternative, and also opened up new opportunities for river ports 311 over 
the world. Haldia is currently installing container facilities, and may be 
developed as a major Indian container shipping port. 

2.10. The various components of the lock entrance, viz., caisson gates, 
impounding pumps, radial gates, etc. have been dealt with in succwdmg 
chapters. 

2.11. The Committee are anxious that the Heldia Docks which wm 
mnceived as an adjunct to Calcutta hrt-threatened by lower draft corn 
ditions on account of siltation--should make an impressive start so that 
along with Calcutta it d d  play an effective role in the promotion of the 
+ade d the entire eastern and north-eastern region of the country. It is 
only by rendering efficient handling facilities at most competitive rates that 
Haldia can attract larger quantities of bulk cargo meant for the eastern 
and north-eastern region of the country. There is rn reason why with the 
heavy capital investment made and the latest and mod modern ecruimnena 
provided, it should not be possible to achieve this object of efficient and 
economic service which may set up a high example of smooth and efficient 
functioning to the other ports of the countqy as well. 

The Committee would like to emphasise that however impressive be 
the achievement of the port authorities in the field of construction, a sense 
oP tomplacency should not be allowed to develop and from now onwards 
the authoritits should concentrate on preoarinq a perspective plan for the 
entire Haldia complex and efficient functioning of the openational facilitier 
so tbat Haldia mav play a meaniy.$uJ part as a thriving and commerctal 
-try port in the South East Asia. 



2.12. The Haldia Docks being a part of the Calcutta Port, the Corn- 
attee desired to know the administrative set-up sanctioned or proposed to 
be &ed for the Docks. The Committee have been informed that the 
managem~llt structure at Haldia Docks will be headed by the Genwal 
Manager, comparable to the Deputy Chairman at Calcutta, and having full 
powers, control and authority over the activities of Haldia. While the Chair- 
man, Calcutta Port Trust and the Board of Trustees will have the responsi- 
bility for policy making, the executive functions at the dock nlanagement 
level will vest in the General Manager. 

The General Manager will be assistod by a Joint Manager (Admn) 
(res nsiMe for service Jike firefighting, security, vigilance, medical services. 1" pub 'c relations etc.), a Dy. General Manager (Operations) and a Dy. 
General Manager (Management & Services). The former Dy. General 
Manager will have four Managers under him to deal with Tratfic, Cargo 
Handling, Plants & Equipment and Marine operations respectively. Simi- 
larly, the latter Dy. General Manager shall also be assisted by four Managers 
dealing with Finance, Personnel, Infra-structure & Civic Facilities and 
Marketing & Development respectively. So far, at the top level, only onc 
yost of General Manager and two posts of Dy. General Managers have hccn 
sanctioned by Government. 

The written note furnished by the Ministry in this regard in January 
1977 is reproduced in Appendix I. 

2.13. h so far as: the administrative set up ok the Haldia Do& i s  
cmcemed, the Committee note tbat the General Manager at Haldia has 
been given powers and control and authority over the activities at Haldiir 
and his position is stated to be broadly comparable to that ad the D m  
Chinacur in Calcutta Port Trust. The Committee note that the intenfiar~ 
04 the planners is that larger vessels may use Haldii Port for lightening a& 
poceed to Calcutta to d h h q p  the goods at the terminal port. §imiMy, 
on the outward journey, the vessek may start with a paying load fnnn 
C b t h  Port and top up at Haldia. 

2.14. 'IYae lates! in t r a ~ ~ a t n  LASH (lighter abroad ship) EurQhsr 
yn- the need hr close coordination between the Haldia and Cal- 
cart. ports. The Committee stress tbat this integrated link between Hal- 
Qlr and Calcutta p r t s  IDS conceived by the plawers and as s u c c e ~  
mahtahed dwhg the coMstnvction period, should be carried tkough to 
fhe operational stage in the hger interest of providing best handling 
F e ( ~ ~ ~  to the Eastem and Nortbeaqtern reqions of the country a d  for 
apreserviW the economic viability and health of both Calcutta and Haldh 
Ports, The Committee are, however, anxious that the powers giom to 
(lae General M v r  at Hal* s b l d  be adequate md effective in dl 
e s  so that he is able to take decisions on the spot and thus look after 
the day-*day function of the Docks without having to approach the 
.rethocities at Cukuttm. 

2.15. The Camnittee need hardiy point out that ade~uatc mmbar 
aQ qunrtera and othe. suppo* i m h s h u d u r e  facilities may be p d d e d  
far & offtcers and daiF mted  in Haldia Port SO that Ley are encoma@ 
to d e  dorm there in the intemt of work. 



(c) Acquisition of TPnkess 
Audit paragraph. 

2.16. It was expected in August 1975 that the dock would be commis- 
sioned by the middle of 1976. Presently, draft in the river is 30 feet, 
which is expected to increase, by dredging, to 35 feet by the end of 1975 
and to 40 feet by 1980. Even after the dock is commissioned, ships of 
60,000 to 80,000 DWT will not be able to come to the dock till the rivcr 
is dredged to provide sufficient draft for such ships. 

In March 1972 Government approved purchase of four 87,500 DWT 
tankers by the Shipping Corporation of lndia at a cost of 3,000 million 
yens each (about Rs. 15 crores) from Japan for bringing impor1c.d crude 
to Bombay and Haldia (for the refineries at Barauni and Halclin). 'Thcsc 
four tankers were received by the Ship ing Corporation of India betwcen 
November 1973 and May 1974. Purc 1 ase of two more tankers (cost : 
5,000 million yens each i.e., about Rs. 15 crores each) from Japan of the 
same capacity and for the same purpose was approved by Govcrnment in 
May 1972; one of these tankers was received in March 1975 and the other 
in October 1975. The draft of 30 feet presently available at Haldia is not 
sufficient for such tankers with full load. Even after the river is dredged 
to 40 feet draft by 1980, these tankers may not be able to come to Haldia 
with full load. 

[Paragraph 33 of the Report of the Comptroller and Auditor General 
of India for the year 1974-75, Union Government (Civil)- 
p. 1331 

2.17. The Audit paragraph mentions about acquisition of 6 ships of 
87,500 DWT, at a cost of Rs. 15 crores each, which fully loaded, would be 
unfit for the draft available at Haldia in the near future. The Committee 
accordingly desired to know the economic effect of short loaded ships being 
taken into Haldia. In reply, the Development Adviser (Ports) has stated 
during evidence : 

''There will be a loss of capacity of 13 to 14,000 tonnes if we use 
standard size 87,000 tonnes ship. This being a standard size 
vessel its purchase price is less. We can also build vessels of 
80,000 tonnes capacity with 40' draft. But they will be non- 
standard vessels. They will cost more to buil; and they will 
cost more to operate. So, a view has to be taken as to which 
is the most economical parcel-size which can be carried to 
Haldia. That size was calculated to be about 70,000 tonnes. 
The. vessels of the size 87,000 tonnes, when short loaded, 
carry 70,000 tonnes. They have been proved commercially 
viable and workable for these drafts." 

Secretary, Transport, has also explained the position regarding acquisi- 
tion of the 87,500 DWT tankers, as follows : 

"Before, we purchased these 87.500 DWT tankers and went into 
the market looking for suitable vessels, we had laid down thc 
prescription of a 40 ft. draft qo that the requirement nf v r ~ ~ c l s  
carrvinq the total amount of crude that was to be brought. to 
Haldia would be satisfied. On the basis of that, we went out 
and made enquiries as to what kind of vessel is suitable for this 
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purpose. After examination it was found that the most econo- 
mical way was to take a standard vessel like the 87,500 DWT 
and bring it to the 40 ft. draft. In other words, economics 
were not in favour of our going in for a specially designed ship 
in order to deal with this kind of draft." 

2.18. As to the possibility of bringing in bigger vessels to Haldia in the 
near future, the Chairman, Calcutta Port Trust, has stated during evidence : 

"According to our plan, we would have .a 35 ft. draft when we open 
up the Haldia Dock Systems and, thereafter, a one-fect increase 
in the draft every year. So we expect that by 1981 we would 
be able to have a 40 ft. draft and that would mean that we 
would be able to bring in roughly 75,000 to 80,000 tonners." 

a19. The Committee flad that six tankers acquired by the Shippi 
Corporation of India at IB cost of Rs. 15 mores each have a capacity '7 o 
87,500 DWT and a draft requirement of more than 40 feet. Having 
regard to the k t  that Hahliu dock system at present can accommodate 
only tankers with a draft of 30-35 feet it is evident that thew tanker may 
not prove economic for being used fsr carrying crude to Haldia till the 
draft of 40 feet and more is achieved which at the present showing would 
be in 1981 or thereafter. 

2.20. The Committee are not quite convinced with the Gorenunent's 

iP' that they had taken a deliberate decision that a standard vessel of 
7,500 DWT would be preferable to getting a tanker of lees DWT which 

c d d  ply in the available draft of about 35 feet in a port like Hal* 
The Cmnmittee would like the Govenunent to examine the matter in 

depU~ in order to make sure that the six tmkers of 87,500 DWT already 
mquhd are put to full nse in tha best public interest to carry crude to 
other ports in the country and that suitable tankers are provided for carrying 
m d e  at most competitive and economic rates to the Refinery at Hal& 

2.21. The Committee have elsewhere in the Report stressed the need 
fa deepening the draft to 40 feet and more at Haldia on a priority basis, 
bepiing In view the economics of the project. 

(d) Maintenance Dredging 
2.22. The maintenance of proper draft in the river is of fundamental 

importance for proper functioning of the Haldia Docks. In reply to a ques- 
tion about the maintenance of the river, the Chairman, Calcutta Port Trust, 
has stated : 

"There are four bars in which reshealing takes place. Keshealing 
in a river is a constant phenomenon and a dredger has to be 
continuously kept there. There are two dredgers which are 
meant initially for capital dredging. After the purpose has 
been achieved, these will be deployed for the maintenance 
requirement of the Haldia channel. Dredging will have to be a 
continuous process. There will be no let up on ;hat score. Of 
course, with the halp of training works-there are a large 
number of training works which are being planned for Haldia- 
the quantum of the total maintenance work will slowly come 
down. * * * *  



The dect of Fa- on Haldia is a long one." 

Exgbmng ths posiiton further, the witness has stated : 

"In the area where Haldia is located, the tidal discharge is as much 
as 20 lakh cusecs whereas the headland water discharge which 
we are introducing is only 40,000 cusecs. The effccl of this 
in increasing or decreasing speed of water which is flowing near 
Haldla or below Haldia is neghg~ble. There is a very small pos- 
sibility of deposition of silt which slowly moves from the river 
towards the sea near Haldia. It is expected to go into the deeper 
reaches of the sea and is not likely to affect the approaches 
to Haldia. There is another aspect of the problem. Pre- 
viously for three months of the year we used to gct headland 
water. About 1 lakh cusecs of water used to flow down. 
During these three months, the navigable channels in the river 
shifts to any one bank. When therc is no headland water and 
there is only tidal inflw, the channel orients itself in another 
location. During the monsoon period, in any one bar, the main 
discharge will be on the right bank and the channel will be on 
the right bank and during the  non-monsoon period, it will be 
on the left bank. When the monsoon period is over, the 
channel starts shifting slowly again back to its position which 
was there during the non-monsoon period. During the transi- 
tion period which is the worst period we do not get sufficient 
drafts. 

With the help of the Farakka Barrage, we will be able to stabilise 
the channel on one bank. That means, it will not shift from 
that bank to the other bank during the non-monsoon period. It 
was observed over a number of bars that the channel was stable 
and it did not shift during the monsoon or after the monsoon of 
1975-76, thus indicating that the improvement in the river has 
started. The apprehension that the improvement in the Cal- 
cutta region or in the bars which are upstream of Haldia will 
cause deterioration of the bars which are downstream of Haldia 
is not justified. 

In non-tidal reaches of the Bhagirathi, when the water from the 
barrage starts, silt will come down and settle in the areas around 
Calcutta and would have caused further deterioration. To 
guard against that we have been doing what is known as sand- 
trap dredging. Upstream of Calcutta we have created sand- 
traps. Dredgers are working there continuously and removing 
the silt from the trap and pumping it ashore. The silt that 
comes down is trapped there and is pumped to the sides so that 
it does not flow downwards and create problems in the Calcutta 
region." 

2.23. In reply to a question about the possibilities of re-siltation of 
sand and soil, % witness has added : 

"'lh estimated quantities of dredging in the channel to Haldia were 
69 million cubic metres of capital dredging. It was estimated 
at that stage that there would be 33 million cubic metres of 
resiltation during. a jmmss when capital d d g i n g  is going 



on which is worked out as 50 per cent re-shoaling in inner 
estuary and 50 per cent re-shoaling in outer estuary. Subse- 
quently, during the actual dredging operations we found that 
in the inner estuary the reshoaling is much 'more and it was 
as high as 100 per cent. to start with. But it is slowly dirnini- 
shing as we keep on doing dredging and the channel is getting 
formed. In the outer estuary, as against 50% estimated it has 
been between only 15% and 25%. We consider that after tbe 
channel has been fully dredged, there will be an annual main- 
tenance project requirement of 7 million to 8 million cubic 
metres. That is, against the 69 million cu.m. of total capital 
dredging, the maintenance dredging is around 7 million cu.m. 
which is around 10% per annum. This will be at the ultimate 
stage. Today the resiltation rate is very high, viz 25% in tbc 
outer estuary; and 100% in the inner estuary." 

2.24. In reply to a further question about the adequacy of the measum 
to be taken in the river, the witness has stated : 

"All our studies including the various kinds of model tes ts-analp-  
cal, mathematical and hydraulic show that once a channel has 
been developed, and the training works have been put into 
position, we will be able to maintain the channel by doing 7 
million c.m. of maintenance dredging every year." 

2.25. Cost of maintenance Dredging : The Audit Paragraph also men- 
tions about the rising cost of maintenance dredging in the river Hooghly. 
This matter was gone into in detail by the Public Accounts Committee (5tb 
Lok Sabha) in 1974-75 and again in 1975-76. 

2.26. In paragraph 7.52 of their 196th Report (5th Lok Sabha) on 
Farakka Barrage Project, the Committee had observed as follows : 

"In the matter of the operation of Dredgers at Calcutta Port, tbe 
public Accounts Committee had only last year, in their 175th 
Report on Calcutta Port Trust made their comments on the 
low utilisation of Dredgers, owned by the Port. Drawing atten- 
tion to the reports of two Experts Committees on the subject, 
the Committee had pointed out that within the Dock system 
the hours worked by Dredgers during 1965-66 totalled only 
6,788 as against the total time of 60,000 hours available for 
the dredging if the dredgers worked round the clock, and 20,000 
hours an eight hour shift basis. Further it was not at all e 
happy situation that against a norm of 5,200 hours of working 
per annum by a dredger, as suggested by the Dredger Utilisation 
Committee (1972-73) the time worked by the River Dredgers 
at Calcutta Port ranged between 600 and 2,151 hours in 1973- 
74, the actual dredging time being between only 300 and 1,203 
hours. Now that as a result of improvement on account of 
Farakka Waters flowing in, ships of bigger draughts are e x p  
ted to be handled at Calcutta, with better provision of deep 
water near the Docks, the Committee trust that substantially 
better, if not full, utilisation will be made of the Dredgm 
operated by the Calcutta Port. The Committee desire that all 
the dredging requirements of not only Calcutta but also Haldia 
will be met by existing fleet of Dredgers without requiring any 



addition to their number. Bctween Calcutta and Haldia the 
entire port complex. rejuvenated and renovated by the Farakka 
construction. should play the dynamic role expccted of it in the 
context of our developing economy." 

2.27. The Committee were informed in reply* by the Ministry of Ship 
ping and Transport : 

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

It may, however, be mentioned that while it may bc possiblc for the 
C.P.T. to meet the requirements of Duck dredging without any 
addition to their existing fleet. the requirement of rivcr dredging, 
both below and abovc Haldia, will bc dcpcndent upon thc Devo- 
lopment and stabilisation of shipping channel, completion of 
all corrective work$, quantum and pattcrn of headwater flows 
etc." 

2.28. The Committee have notcd with conccrn the rising cost of main- 
tenance drcdging at Calcutta/Haldia, which has gone up from Rs. 1.69 
mores in 1964-65 to Rs. 4.95 crores in 1975-76. The Public Accounts 
Committee have stressed more than once* the need for optimum utilisation 
of the fleet of dredgers of the Calcutta Port Trust and for meeting all the 
requirements of Calcutta and Haldia without making any addition to their 
number. The Committee were informed in June 1976 that while it might 
be possible for the Calcutta Port Trust to  meet the requirements of Dock 
dredging without any addition in their existing fleet, the requircment of river 
dredging, both below and above Haldia, would be dependent upon the devc- 
lopment and stabilisation of shipping channel, completion of all corrective 
works, quantum and pattern of head-water flows, etc. 

2.29. In view of the imperative need to  keep the expenses on dredgin~ 
as low as possible and of the likely improvement of the river as a result 
of Farakka water flowing in, leading to availability of deep water near the 
Haldia Docks, the Committee expect the Calcutta Port authorities to ensure 
that all dredging requirements of Calcutta and Haldia both Docks and river, 
are actually met from the existing fleet of dredgers without making any 
addition thereto. The Committee would await a categorical assurance from 
the Ministry in that regard. 

*See Paragraphs 7 -14 to 7 a17 of 175th Report (5 L.S.) on Calcutta Port Trust and 
Paragraph 7 -52 of 196th Report (5 L.S.) on Farakka Barrage Project (January. 
1976). 



DELAY IN COMPLETION OF THE PROJECT 

A udit Paragraph 
3.1. According to the schedule d work drawn up in August 1965, the 

first phase of the Haldia Dock Project was to be completed by January 1971. 
As mentioned subsequently, the riverside oil jetty was commissioned in 
August 1968. Rest of the first phase af the dock project is yet to be com- 
missioned (August 1 975) . It has k e n  stated in the Performance Bud@ 
of the Ministry of Shipping and Transpott 1975-76 that the progress of this 
project has been delayed on account of :- 

(i) Delays and difficulties in acquisition of land on account of in- 
junctions, litigations and resistance of local people; 

(ii) Non-availability of matchins stjeel shortage of wagons fat snow- 
ment d constructioa lnaterd and short supply of canent; 

(iii) P d i W  nurnoil dming'cM.tata @& in the State; 

(v) Delay on the part of a numbw d contractors t;o P a w  and 
erect ar supply equfpmbnt. 

A steering committee presided over by the Secretary of the l h h t r y  Q? 
Shipping and Transport and consisting of repmwntatives of various dprpart- 
rnents of Government overseas the pmgmss .of the grojwt. The first @, 
ing of the steering Committee was held in indabmy 1967: W .the- 
meeting in February 1967 to discuss various problems for remedial m 
s u m .  Thereafter, the committee usually met once in 3 to 12 months, Tb 
steering committee met altogettier 18 times upto April 1975 in mare tbsa 
8 ylesrs. 

Issue of notices for acquisition of land was started in October 1962. 
Out of 9,092 acres of land required for the whole complex, abovt 7,279 
acres were acquired by October 1975. The Port Trust stated (Octobet 
1975) that due to non-availability of sufficient, land for disposal of spoil, 
dredging was affected. 

Mostly it was the responsibility of the contractors to procure steel. 
But on specific requests from the contractors the project authorities placed 
indents with the Joint Plant Committee for supply of steel. In the steering 
committee meeting held in May 1967, the representative of the Ministry of 
Iron and Steel assured that Haldia dock project would be given priority 
next to Defence in allotment of steel. Defence departmmt is in category 
'A' while power and atomic enmgv projects are in category 'B'. Haldia 
dock project was actually given 'C' category priority along with Central 
Public Works Department and other Government projects. 
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A few instances p e n  below indicate how much steel was allotted for 
this project during different quarters against its indents :- 

For the quarter 
QmW 

Indented Supplied 

(in tonnes) 
January 1971 to March 1971 1 1,948 2,010 
January 1972 to March 1972 4,625 890 
January 1973 to March 1973 1 1,778 297 

In November 1970 the Ministry d Shipping and Transport had asked 
the Port Trust to assess its requirement of scarce categories of steel about 
one year in advance and place orders on the producers. Again in May 
1972 the Ministry of Steel and Mines asked the Port Trust to make a pro- 
jection of quartenvise requirement of steel for one year. From January 
1974 the Haldia dock project is being treated as a 'core project' for allot- 
ment of &eel ('Core projects' are given priority next to o ratlonal demands 
of Wence department and demands sponsored by the ggineering Expod 
Promotion Council). Even thereafter, allotment of steel was far less t h ~  
that indented as indicate below-:- 

For the quarter 
Indented Supplied 

(in tonlaas) 
January 1974 to March 1974 . 2,744 401 
April 1974 to June 1974 . 8,154 883 - 

As will be evident from the instance given below the number of wagom 
supplied was far less than those indented :- 

indicated I1 

Number of wagaas 

Requisitioned Supplied 

April 1971 to March 1972 . 5,122 20% 

Construction of the oil jetty was started in June 1965 and completed 
in May 1968. Const.ytion of the. oiJ refinery pf Indian Oil Corppration 
Was started-%&.ikeieb&f ij.9 aptl.'ii yja'<Gqqn??ssioned in the latter part 
of 1974 for production of 2.5 -iriillio'n?orines- per annum in the first phase. 
Other major construction works were started in January 1968. Till Decem- 
ber 1968, however, the railhead nearest to the project area was Panskura, 
about 72 kilometres away. Till then the project site was connected by a 
64 kilometre long 16 feet wide road with Calcutta-Bombay national highway 
No. 6 at Mechada The railway between Panskura and the project site 
was originally (1962-63) contemplated to be completed by 1965. How- 
ever, as there was delay in starting works of the project, construction of 
the railway $as slowed down for some time. The railway upto Durga- 
chak, about 10 kilometres fron the dock area, was completed in January 
1969, after the Port Trust ernphasised in January 1967 the need for early 
completion of the railway for carriaga of construction materials. Tho re- 
maining portion (about 10 kilometres) is expected to be completed by the 



end of 1975. Apart from carriage of construction materials for the dock 
project and the fertilizer factory of the Fertiliser Corporation of India, which 
is due to be commissioned by the end of 1977, the railway is presently 
also used for haulage of oil tankers from the oil refinery. 

[Paragraph 33 of the Report of the Comptroller and Auditor General of India for the 
year 1974--75Union Government (CiviltPp. 1 11-1 13. 

(a) Agency for execution and preesnt psitien 
( i )  Consultants & Contractors. 

3.2. The Committee have been informed in evidence that Mjs. Rendey 
Palmer and Tritton, a firm from United Kingdom were appointed to act as 
consultants for preparing the preliminary lay-out and providing the yide-  
Zincs for master plan. The rest of the works were designed departmentally 
by the Calcutta Port Trust themselves and the consultants were kept for 
advising them on lock entrance gates. 

In a written note furnished tq the Committee, it was stated that for 
making engineering studies in connection with the preparation of the master 
plan, a total amount of Rs. 48.29 lakhs (including Rs. 35.81 lakhs in 
foreign currency) was paid to the consultants. In addition, certain other 
problems relating to civil works, estuarian dredger and upgrading of oil 
jetty and mooring Dolphins at Oil Jetty were also referred to them, for 
which an additional payment of Rs. 36.19 lakhs was made upto September 
1976. 

While part of the work relating to the Project was carried out depart- 
n~cntally' by the Calcutta Port Trust, contractors were engaged by them for 
execution of many important works like Oil Jetty, Dredging of the dock 
basin, civil construction work, radial gates & penstocks. caisson gates, 
stoplogs, ore & coal-handling plants & fertilisers handling plant, etc. Among 
the important Public Sector undertakings to whom different works were 
allotted on contract, mention may be made of the Mining & Allied Machi- 
neries Corporation and Triveni Structurals Ld. 

( i i )  Steering Committee 
3.3. As mentioned in the Audit paragraph a Steering Committee pre- 

sided over by the Secretary of the Ministry of Shipping and Transport and 
consisting of representatives of various departments/Ministries was appoin- 
ted to observe the progress of the Project. The Committee have been in- 
b e d  that during the nine years from January 1967 and January 1976. 
tho Steering Committee held only 19 sittings in all. 

During evidence, the Secretary Transport has stated that to attend to 
special problems, sectional meetings of the Committee were also held which 
were not called the meetings of the Steering Committee. The witness has 
added that between 13 May 1975 and 12 January 1976, five such sectional 
meetings were l?':ld which were useful for solving critical problems. 

In reply to a question about infrequent meetings of the Steering Com- 
mittee and the meetings d the Steering Cbmnittee being held only at 
Delhi, the witness has stated- 

"The purpose of the Steering Committee was really to sort out prob- 
lems that they were not able to sort out at the local level. The 



Chainnan of the Calcutta Port Trust and the Ofticer-in-charg 
used to hold frequent meetings there to sort out those problems. 
If they were not able to sort out those problems. such prob- 
lems were brought here. Then the heads of the Public Scctor 
Undertakings were involved. Then we really used to take the 
assistance of the concerned Ministries, Managing Directors, 
office= of the Ministry cf Heavy Indl~stry we other bodies. 
There we used to discuss these problems threadbare. I would 
submit that between one Steering Committee's mccting and 
other. several things were done and monthly meetings and co- 
ordination meetings werc held at thc local Icvel. They conti- 
nuously used to see that the projects should make progress. Thc 
fact that a large number of people attended these meetings shows 
that somewhere you will find one organisation is represented 
by more than one parson. This was really according to tho 
necessity. The Ministry used to send particular people. But 
there were certain persons who were constantly attending these 
meetings. You kindly see that those persons were very impor- 
tant persons. P do recognise the fact that this is not the only 
correct method of solving the problems. Having meetings on 
special sectoral problems is also essential. We have been 
following that practice". 

3.4. On the qllertion of the Steering Committea. meeting rather in- 
frequently and only at Delhi, the following detailed written information was 
also furnished to the Committee after evidence : 

"On 31st December, 1966, the Ministry of Transport constituted 
a Steering Committee for directing and piding the work on 
the Haldia Dock Project with the following composition :- 

1.  Secretary. 
Transport and Aviation-Chairman 

2. Secretary, 
Expenditure or his 
representative-Member 

3. Secretary, 
Economic Mairs  or 

his representative-Member 

4. Secretary. 
Finance Coordination or 
his representativ6-Member 



Technical Development 

Calcutta Port 
Commissioners-Member 

The Committee was to meet regularly and be responsible fa &dung 
decisions on the progress of different items of work according to schedule, 
watch over and review the progress of the Project from time to time and 
devise measures to resolve bottlenecks well ia time. 

Subsequently, in July 1972, repraentativa of the Government of We8t 
B a g d  was also included in the Steering Codttee.  

2. The %ring Committee has co far met on 19 axasiom as follows : - 
1. 20.1-1967 11. 30-1-1971 
2. 28-2-1967 12. 3-8-1971 
3. 265-1967 13. 184-1972 
4. 224-1967 14. 17-11-1972 
5. 8-2-1968 15. 12-7-1973 
6. 2-5-1968 16. 3-11-1973 
7. 3-8-1968 17. 1-11-1974 
8. 11-2-1969 18. 24-1975 
9. 10-7-1969 

10 21-2-1970 19. 15-1-1976 

As a high level inter-ministerial forum charged with the responsibility 
of guiding and directing the Project, the Steering Committee has from the 
beginning laid stress, on Policy matters which had to be jointly discussed 
and decided in consultation with the other Ministries. The first meeting 
of the Steering Committee dealt with such matters as procurement policy 
to be adopted for acquiring items of plant and machinery, the need for 
setting up a competent design cell in the Calcutta' Port Trust,, the-eom- 
parative advantages of turn key contract vis-a-vis contracts far individual 
items of work, the financial and foreign exchange requirements of the 
Project etc. 

3. During the course of the execution of t5e Project whenever any 
item came up which involved consultations with another Ministry not 
already represented on the Steering Committee, representatives of the 
Ministry concerned were specially invited to attend the meetings of the 
Steering Committee. For example, in the second meeting of the Steering 
Committee, the items discussed included the establishment of an oil re- 
finery and a fertiliser factory in Haldia, the construction of a Silo and a 
fisheries harbour, provision of rail link to Haldia and the requirements of 
the Navy. Representatives from the Ministries concerned also attended 
the meeting. 



4. Tbe Smrhg Committee in tb early 6tage of the Pm@t were re- 

2" to ait frequently e.g. in 1967, the Comm'~ttee met four times, b 
9 6 U r e e  times. But after the rolm of the various Ministries became 

fairly clearly defined and the occasion for inter-ministerial consultations ia 
a common forum (as merent  from bilateral consultations with any parti- 
cular Ministry concerned with a specific point) became less f!requmt, 
Steering Committee meetings came to be heM at longer intervals. But the 
need to be have frequent mnsultaticms with other Ministries on specific 
pmblems were increasingly felt as the work progressed. It was found that 
these specific problems could be discussed at greater detail and with m o n  
satisfying results in bilateral meetings instead of within the Steering Com- 
mittee itself. A number of meetings both within the Minstry and outside 
the Ministry, in Delhi as well as other places where the works were going 
an were held from time to time to discuss such matters and take speedy 
decisions. Particulars of such meetings held in the last few months are 
given below : 

Date Name of Penon in 
of MfJBhg Chair 

Joint e e t a r y ,  To consider ucalatiom 
Min~stry of Shipping and Transpon claims of contractor. 
(at New Delbi). 

i%Wan', Review of MAMC's 
Department of Heavy Industry work. 

(At New Delhi) 
Do. Do. 

W W ,  Reriew of Progrtss of 
Ministry of Shipping and2Transport Haldia Dock Project. 
(at Calcutta). 

Developmeat Advisa, R e v b  d drrsdging in 
Ministry of Shipping and' Transport !" approach channel. 
(at New Delhi). 

Deputy Development Adviser. Review of work done by 
(at Calcutta and Haldia). Port's Dredger 

"Mohana". 
Davelopment Adwr ,  Review d MAMC's 

Ministry of Shipp~g,  apd Transport contracts. 
(at Durgapur). 

Deputy Development Adviser, Review of dredging in 
Ministry of Shipping & Transport approach channel to 
(at Calcutta). Haldia. 

I t  was also noticed that it would be advantageous to associate the top 
management of the Public Sector Undertakings to whom contracts were 
awarded in the deliberations of the Steering Committee. Then there were 
also the subcontractors appointed by the main contractors whose work 
was to be reviewed. Even by early 1971 it was observed that a large 
number of people had to attend meetmgs of the Steering Committee. 
(About 20 persons other than officers of Transport Ministry attended the 
Steering Committee meeting on 30th January, 1971). The 17th meeting 
of the Steefing Committec held on 1st November, 1974 was attended by 
48 persons (including officers of the Ministry), about 35 of them were 
from within Delhi. The last meeting of the Steering Committee on 15th 
January, 1976 was attended by 40 persons of which only about 10 were 
from outside Delhi. There would have been no special advantage in 



holding meetings of the Steering Committee at Haldia especially whea 
separate meetings with Ministries and Agencies concerned were held from 
time to time in Delhi as well as outside Delhi to sort out specific prob- 
lems." 

( iii ) Present Position 
3.5. As mentioned in the Audit Paragraph, the first phase of the 

Haldia Dock Project was to be completed by 1971. It is only the Oil 
Jetty which was completed in May, 1968. The Audit Paragraph men- 
tions about the expected commissioning of the Port in August, 1975. In 
June, 1976, the Committee were informed as under : 

"The civil construction works for the berths have been complotsd 
in all respects except for a small portion of the quay surface 
of the cargo berth. This remaining portion of the work is 
expected to be completed by September/October 1976. 

As regards Lead-in Jetty, a portion of the fender work, which lies 
on the alignment of the protective bund remains to be com- 
pleted. This work will be done after outer dredging work is 
taken up to remove the bund after the outer caisson gates are 
completely diffcd and tried." 

*"The Lock Entrance, the critical item of the Project, waq complet- 
ed after completion of under-water work on 26th March 1976. 
All the three caisson after completion at the Building Bay 
were taken inside the chambers by lsti June 1976 for further 
fitting out. It is expected that the caisson work will be com- 
pleted by Novcmber/December 1976 and the Dock System 
commissioned thereafter in early 1977." . 

However, the prcsent position (April 1977) is that the Haldia Dock Sys- 
tem has been opened for trial shipment of iron ore and coal on 27th 
February, 1977. Thc Lock Entrance at Haldia and the Iron Orc and 
Coal Berths are now fully ready for operation. Approximately 1,40,000 
tlonncs of iron ore have already been stacked at thc Ore Berth and trial 
shipment of ore is awaiting suitable ships k i n g  madc available for the 
purpose by the M.M.T.C. of India Limited. It is understood that they are 
trying to nominate ore ships for the purpose. 

Thc w d  Berth with all its equipment has also been made ready and 
two ships have already been loadcd at this Berth with coal consigned to 
the Indian Railways. A third vessel is expected shortly. 

The civil co~struction of the Fertiliser Berth has been completed and 
installation of the mechanical handling arrangement including conveyor 
systems on the ietty is now in progress. The Berth is likely to become 
operational by April 1978. 

The civil construction of the Finger Jetty has also been completed. 
Erection of the unloader crane is almost complete and this crane is likely 
to become operational in another 6/8 weeks time. 

Civil construction of the general cargo-cum-container ber th has beem 
completed. Crmstruction of the Transit Shed has also been completed. 
Manufacture, supply and erection of the mechanical cargo handling plant 
- 

*Not vetted by Audit. 



viz., Container Crane and Gmtainer Yard Crane are now in progress. 
It is expected that these two cranes would become fully operational by 
December 1977. Meanwhile, the berth is ready for use by general cargo 
ships for loading/unloading of general cargo with their own gears. 

@) Main reasons for delay 
3.6. Among the various reasons for delay in commissioning of the 

Project, the Audit Paragraph mentlons about delay in acquisition of land, 
short supply of steel, shortage of wagons, political turmoil during certain 
periods, technical problems including unexpected sub-soil water condi- 
tions, and delays on the part of contractors to fabricate and ercct or supply 
equipment. 

While the problems relating to unexpected siiboil conditions and d e  
lays on the part of contractors have been dealt with in detail under the 
respective works in Chapter VI of this Report, some of the other main 
features of delay in completion of the Project as a whole are discussed 
in the succeeding paragraphs. 

(i) DelPv/dificulties in acquisition of land 
7 The Audit Paragraph mentions about the delay in acquisition d 

land as one of the features contributing to delay in the completion of the 
Project. The effect of delay in acquisition of land on dredging has been 
discussed in detail in the chapter of this Report relating to dredging. 

I>nring evidence the Committee desired to know whether the help of 
the Central Government in acquiring the land was obtained. In reply, 
.'iecretary, Trampon has stated; 

"Land is a State subject. The land is acquired under the laws d 
the West Bengal Government. Then, we are talking of the 
years 1968-69 and at that time if somebody went to a court 
disputing his right you can understand how a thing can be 
held up. In spite of a l l  the efforts of the West Bengal Gov- 
ernment there have been some cases of hard litigation. And 
these really help up a few things." 

Asked whether the Calcutta Port Trust had gone in appeal against in- 
junctions issued by the courts of law, the Chairman, Port Trust has stated 
in evidence : 

"We went against every injunction; and I am glad to report that 
we have won in almost every one of them. There are only very 

few now remaining. " 
The Committee also desired to know whether any advantage was taken 

of the Ceiling Act in West Bengal, under which a much lower price waq 
required to be paid on taking over the surplus land. In reply, the Chair- 
man, Calcutta Port Trust has stated : 

"We actually acquired the land through the help of the State Gov- 
ernment; and it is the State Government's Collector who 
actually does the necessary requisition. And he evaluates the 
actual compensation to be paid." 



"The provisions relatin to land ceiling under West Ben@ Land P Reforms Act 195 (Act X of 1956) as well as under West 
Bengal Estates Acquisition Act 1953 were enforced in con- 
nection with the acquisition of lands for the Haldia Dock 
Project and the lands over the permitted ceiling which vested 
in the State Government were transferred to Calcutta Polt 
Trust under Land Transfer Rules in terms which are st;LU 
under mutual negotiations. Land retained by private indivi- 
duals within the ceiling imposed by these Acts were acquired 
under the Land Acquisition Act of 1894." 

(ii) Shortage of Wagons for movement of material 
3.8. The Audit Paragraph mentions that the number of wagons sup- 

plied during the period April 1971 to March 1972 was 2056 as against 
requisition for 5 122. 

During evidence, the reasons for this short supply were explained by 
the representative of the Ministry of Railways in the following terms - 

would like to bring a reminder to august Committee on the 
situation we had in 1971 when the Railways did have a defi- 
nite difficulty in meeting all the demands that were placed an 
us in the eastern sector, not only for Haldia Project but also 
for the movement of coal to steel plants, coal to power houses, 
particularly situated in eastern parts of the country, and also 
other priority commodities like cement. We had a very bad 
spell of period on the eastern side. 

We had a lot of movement problem there. There was an acutc 
shortage of wagons. Particularly in 1971, for about 6 to 7 
months, we did not meet fully the demands placed on us. 
But thereafter the movement was good. It went on very 
well till August, 1973. Again, between August, 1973 and 
1974, we had in all about 300 major and minor strikes, go- 
slow agitations, suspension of work and things like that. 
Ultimately, we had the All India strike in May. Again, we 
had a very bad spell when the supplies were not regular and 
the construction material was not reaching Haldia as quickly 
as it should have been. From May onwards, the things not 
only improved but improved considerably. We had no 
problems any more on this." 

3.9. After evidence, the Committee desired to know the role played 
by the Steering Committee in ensuring adequate supplies of wagons and 
the follow-qp action taken by the Port authorities/Ministry and the result 
of such efforts. The Committee were informed in a written reply as 
follows :- 

"Supply of wagons q 

At the Steering Committee meeting held on 22-5-1967, it was 
suggested that the Railway Board should issue appropriate 
instructions to the South-Eastern Railway regarding priority 



aliocatiaa of wagons to tho Haldia Dock Project for the move- 
ment d rail borne materials to Haldia. The matter was takm 
up with the Railway Board, but in September, 1967, they said 
that the rail movement is likely to start from October-Novem- 
ber and that as far as could be foreseen, no difliculty was an- 
ticipated. 

The next time the matter was raised before the Steering Committee 
at their 13th meetin which was held on 18-5-1972 when the 
Port Trust reporte d that the priority allocation of Railway 
wagons durin the period April, 1971 to March 1972 was 
less than 5 0 2  of the requirements. The contractors engaged 
in construction work had indented for a total number of 3748 
wagons of various categories from various stations. Against 
this, the actual supply was 1755 wagons. The matter was 
taken up with the Railway Board and on 17-6-1972 they 
issued telegraphic instructions to the South-Eastem Railway, 
Calcutta that the Haldia Project required 3 full rakes on a 
permanent basis and that the wagons should be supplied to 
the Project on a preferential basis. 

E v a  thereafter when the position did not improve, the matter was 
once again taken up with the Railway Board (in July 1972). 
But the Railway Board indicated that the shortfall was purely 
a temporary m e  due to the heat wave in the country and that 
full supply was expected to be given soon. 

In August, 1972, CPT indicated that the position had improved 
slightly but was still far from satisfactory. He suggested that 
the matter should be taken up with the Railway Board." 

After getting information about thc supply of wagons etc., the Secret- 
ary (Transport) took up the matter with the Chairman, Railway Board 
in September, 1972. The Member-Trafic, Railway Board in his letter 
dated 2-11-72 gave the following reply : 

"South-Eastern Railway stepped up loading of gravel and stone 
for Haldia Project appreciably after the meeting of the Haldia 
Project Steering Committee held in May, 1972. Necessary 
instructions have been issued to both Eastern and South- 
Eas'tern Railways to meet the demand for gravel and stond for 
the Project in full. The Project Authorities may please get 
in t a c h  with the Eastern and South-Eastern Railways for any 
further assistance." 

The position was reviewed at the Steering Committee meeting held on 
17-1 1-72. It was indicated that during the period 1-4-72 to 30-6-72, the 
different contractors had placed indents for 775 wagons from the different 
stations. Against this, the actual supply was 105 wagons. Overall receipt 
of wagons till then was only 25% of the requirement but there waF some 
improvement after May 1972. During the period May to September 
1972, 1977 wpgons were allotted by South-Eastern Railway and out- 
standing indents at the end of September were only 50 wagons. Eastern 
Railways had also dotted 483 wagons during this period. It was indicated 
at the meeting that the demand for w g m s  was likely to go up in the 
~ m h g  dty ~#asoa and that unless special measures for priority allocation 
a[ wagons wcwc -tiken, the pmject work m l d  suffer. 



In December 1972, the Port Trust again reported the difbculty regard- 
ing the movement of wagons. In January, 1972, Minister of Transport 
took up the matter with the Minister of Railways who said that "Necessary 
instructions have again been issued to the South-Eastern Railway Adminis- 
tration to meet the demands for gravel for the Project in full." 

When in March 1973, CPT reported that there has been no imprwe- 
ment in the receipt of wagons, Minister of Transport once again sought 
the help of Minister of Railways as follows : 

"The target date for completion of this project is December 1973. 
One of the points causing us serious concern is the non-avail- 
ability of requisite number of railways wagons for transport- 
ing construction materials, particularly gravel, for the Haldia 
Dock Project. 

My Ministry has taken up the matter with your Ministry on seve 
ral occasions and I had also written to your predecessor 
Shri Pai about this problem. Though Shri Pai wrote to me. 
that necessary instructions have been issued to the South- 
Eastern and Eastern Railway Administrations to meet the 
demands of the Project for gravel in full, it has ben reported 
by Calcutta Port Commissioners that no improvement has 
been noticed in this regard and that unless the position im- 
proves, it will be very difficult for us to adhere to the schedule 
of completion. . . ." 

In May, 1973, Ministry of Railways replied that "Instructions have 
again been issued to the General Manager, Eastern and South Eastern Rail- 
ways to meet the demand for stone and gravel for the project in full." 

The matter was reviewed in the Steering Committee meeting held on 
12-7-73 when CPT indicated that the supply of wagons continued to be 
unsatisfactory. 

On 31st July, 1973 Secretary (Transport) once again addressed the 
Chairman of the Railway Board, mentioning specifically that the principal 
contractors have received only about 45% and 35% respectively of their 
total monthly requirements of wagons for stone and gravel movemene 
while overall placement of the wagons were only 24% and 22% respecti- 
vely during the months of May and June against their cumulative de- 
mand. Secretary-Transport said that inadequate supply of wagons is me 
of the most important factors "seriously~ jeopardizing the timely comple- 
tion of the project as per Schedule". Member-Traffic, Railway Board 
replied in August, 1973 that he has reiterated his instructions to the General 
Manager, Eastern and South-Eastem Railways to assist in the expeditious 
clearance of traffic meant for the construction of Haldia Dock Project. 
He, however, suggested that perhaps adequate indents are not being 
registered with the Railways and that clme contact between Prniect 
Authorities and the Railways might help. Suitable instructions were 
accordingly issued to the CPT. 

The matter was discussed at the meeting of the Steering Committee on 
3-11-73, when the representative d the Ministry of Railway said that 
according to his fipures, there was no vroblem of non-availability of 
wagons for the movement of gravel to Haldia. In fact, adequate indents 



were not being received despite the fact that the railways havc placcd a 
number of wagons and necessary locomotives for this trriffic and thcsc 
were lying unuscd. At Dalbhumphar. 309 wagons had been supplied 
1cavin.g outstanding of only 5 at the end of the month. Simili~rl!.. in 
September. 273 wcrc supplied against 293 indented. A t  Chakuria Pahur 
only 30 wagons were outstanding while a minimum of 50 wagons were rc- 
quired to form a rake as  such thcrc could he no con~plaint of non-avail- 
ability oi' wagons. Thc Chairman, Port Trust. on the other hand. mid 
that dcspitc indents, the wagons wcre not being supplied. It was dccidcd 
that he would check up the position and scnd a detailed rcport. 

In Deccmbcr, 1973, the Port Trust informcd thc Ministry that t!icrc 
wcrc serious short-falls in thc allotnlcnt of rakcs and that "owing to labour 
trouhle, the Railways are unuble to move trains. For want of mutcrials, 
HCC arc going to lay-off labourers which will cause grcat sct hack to thc 
Project works". The matter was tuhcn up with the Railway Board on 
31-12-1973. 

The. matter was also taken up with the Mcmber-TraAc (on  1 1-1- 
1974) since a lay-ofl by the main contractor would havc scriou, rc- 
purcussions on the Project work. About the same time, a mceting was 
called by the Chief Operating Supcrintcndcnt, South-Eastern Railway a t  
Calcutta (on 9-1-74) to discuss matters with the otliccrs of thc Port 
Trust and a reprcscntativc o f  M/s HCC. During the discussion\. rhc 
COPS indicated that from thc month of August. 1973. unrest among the 
workmen of the South-Eastern Railway had primarily affected thc nio,e- 
nient of gravel. He, however, assured that the Railways would makc all 
endeavours to step u the supply. Evcn after the mccting. thc supply of 
wagons was not satis!actory. e . g  during J a n  19'74. only 5 raker wcrc re- 
ccivcd by CPC though, at  the Railway mccting a t  Calcutta on 9-1-74. thc 
Railway has promised one rako a day. This was taken up with the hiem- 
ber Traffic, Railway Board on 18-2-74 and again on 2-3-74. In tllc ab- 
scnce of any response from the Railway Board, Ministcr (Transport) 
took up  the matter with Ministcr of Railways on 18-3-74. The Ministcr 
of Railways was reminded on 30-4-1974 and again on 6th June. 1974 
after the Railway strike was called off. Whc'n not a single rake was made 
available for the Project in thc whole of Junc, 1974 ( u p  to ?O-O-74), 
Minister of Transport once again wrote to the Ministcr of Railways on 
27th July, 1974. Railway Minister replied in July, 1974 that "necc~sary 
arrangements have been made by the South-Eastern Railway Administra- 
tion to clear this traffic as  per programme." 

(iii) Construction of Railway Line 
3.10. The Audit Paragraph mentions that the portion of thc railway 

line (about 10 K.M.) from Durgachak to the Dock area had not yet been 
completed and was expected to be completed by the end of 1975. During 
evidence. the representative of the Ministry of Railways ha< inforrncd the 
Committee that- 

"In 197,274. we started construction of the railway line. We started 
work of the urgency certificate and we made a reasonable rate 
of progress. But the Haldia Port Project was not sanctioned 
till 1968. After two years' progress, we #made a review and 
thought that it was not' worthwhile spending any money. Then 
in the Steering Committee's meeting in 1967, it was emphasised 
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that the work should be undertaken in right earnestness and that 
they wcre going to start the work. In October 1968, the con- 
tractor wanted to start the work. At that time, it was desired 
by the Ministry of Shipping that we should complete this Project 
by October 1969. We were in a position to take thc. material. 
We had completed the other work. Therc was son: prohlcm 
about the acquisition of land which came in the way. Sonic of 
the lands on which houses were standing wcre not acquircd. 
In sprte of the best efforts, we were not able to complete the 
work in January 1969. Howevcr, if there was any d~tficulry 
fclt by thc contractor, it was only for thrcc month.;." 

Asked as to what extent the non-availability of railway line was respon- 
sible for the dclay in completion of thc Project, the Chairman. Calcutta 
Port Trust has stated : 

"As far as the railway line is concerned, as C ha\s alreadj mentioned, 
we got the use of the railway line from Januarj 1969. So 
fro,m that point of view, the project actually suficred only for 
one year. The Hindustan Construction Co. started work in 
January 1968 and they could use the railwaq line only in 1969. 
During that period. they were using the road system for bring- 
ing the material." 

0 1 1  this matter. the reprzscntative of the Ministry of Kallways na5 
st:1ted : 

"The contract to the Hindustan Construction Co. was awarded in 
January 1968. But they were planning to start the work in 
1968-69 session, that is, after the rains of 1968 that is, in 
October. So, the work suffered only for about 8 months, not 
full one year." 

AS regards the 1 0  K.M. route from Durgachak to Haldia, the Chairman, 
Calcutta Port Trust. has clarified during evidence that the same was raid down 
:rnd used for goods traffic through the Marshalling Yard of the Project from 
1900 onwards and that the delay referred to in the Audit Paragraph related 
only to the passenger line connecting the Project with Durgachak. 

3.1 1 .  Thc Committee have been informed in a written note that the 
Haldin-Durgachak passenger Tine had since been completed by the Railways 
:ind thc p:lswn_cer trains started operating with effect from 1 June, 1976. 

( i v )  Short supply of sfcel 
3.12. The Audit Paragraph has indicated some instances relating to 

the ycws 1971-74 when actual supplies of steel made to the Haldia Project 
fcll w r y  considerably short of the quantities indented for by the Project. 

3.1 3 .  During evidc~ce. the Chairman. Calcutta Port Trust has informed 
the Committee that : 

"Prior to October 1970, wc were not entirelv controlled in respect 
of pIates and sheets. but after October 1970, right up to Jan- 
uary or March 1974. we were entirely controlled bv the Steel 
Priority Cammittee. Every three months we submitted our 



requirements to the Steel Priority Committee and we got alloca- 
tion by the SPC to the extent of 15.000 tons from January 
1971 to June 1974 as against our total requirement of 35,000 
tons. " 

"We went out into the market through the help of the Steel Con- 
troller in Calcutta and. through that process, we got from the 
lron dr Steel Controller. through the local stockists somethmg 
like 5,000 tons during the period-ie from 1971 to 1974." 

Asked about the extra cost involved in the process. thc ~ i tnoss  has 
replied : 

"For the steel we got from the stockyards we paid Rs. 2W/- per 
ton extra." 

3.14. During evidence, the Committee also asked the representative of 
the Department of Steel to explain the reasons for short supply of steel to 
Haldia and the position was explained thus by the witness : 

"As is pointed out in the note, it has been mentioned that the assur- 
ance was given sometime in 1967. As to what happened in 
1967 to 1969, the situation was a M e  better so far as supply 
of steel is concerned. The shortage arose again at the end of 
1969. Then, the Steel Priority Committee took over the dis- 
tribution of most items of steel. The SPC used to meet every 
threo months to allacate steel to various sponsoring agencies. 
The simple issue at that time was that there was too little avail- 
ability of steel and too much of demand. Everywhere. we used 
lo be faced with multiple numbers of demands as against non- 
availability of steel. So. it had to be cut somewhere." 

Asked about the procedure followed for allotment of priorities, the 
witness replied : 

"The priority No. 1 is given to defence operations; priority No. 1.5 
is given to defence, engineering export promotion council and 
energy and priority No. 2 is given to the Ministry of Transport 
and other governmental departments. Jt is a fact that it was 
not given the top priority at that time. But, as T said, it was a 
question of seeing what was more important. Even at that 
time, if I am not mistaken, there were quite a few projects which 
were under execution as far as the Ministry of Transport is 
concerned . . " 

In reply to a further question, the witness has stated that it was up to 
1973 that Haldia was given a lower priority in the matter of allotment of 
steel. 

3.15. The Committee also desired to know the procedure followed 
for fixation of price and the overall position in the country at that time in 
respect of demand and supply of steel. In reply, the representative of the 
Dcpartment of Steel has stated : 

". . . .steel is supplied from the plant itself at what is called the JPC 
Column Price. This pricc is the same for thc items which 
come from the integrated steel plants. 



About the point mentioned b Chairman, CPT, some stock is taken E to the stock-yards. W en allocation is made by the Steel 
Priority Committee and certain items are not lifted by certain 
people, the itemq get stocked in the stock-yards. Therefore, as 
has already been mentioned, their price is sli tly higher then 
the JPC column price or the plant price. T !$ 's price goes to 
the integrated steel plants; it does not go to the capitalisl or 
anybody else. It goes to the recognised stock-yards of the 
integrated steel plants. 

Coming to the question of allocation, it may be useful to know the 
extent to which the demand can be met. Once it is known 
that there is shortage, there is a sudden tendency to hoid stocks 
and the demands on the JPC get terribly inflated. I will give 
you the fi res of demand and availability. From January to $" March 19 1, the total availability was .42 million tons whereas 
the demand was 1.4 million tons. Again, from January to 
March 1972, the demand, was 3.92 million tons against the 
availability of .48 million tons. In January to March 1973 
the demand was 3.8 million tons against the availability of .41 
million tons. I3 becomes very bed in subequent years. From 
January to March 1974 the total deanand was 5.42 million 
tons against the availability of .66 million tons, which is nearly 
nine times. It becomes even worse in the next year when the 
demand was 4.88 million tons against the availability of only 
.47 million tons, which is about ten times. Everybody asked 
for more. We would be happy if the demand is projected cor- 
rectly. It was not possible to cater the requirements fully. 
Some people got hurt in the bargain and it was inevitable." 

3.16. In a written note furnished to the Committee by the Ministry 
of Shipping and Transport after evidence, it was stated that : 

"(a) According to the terms of the contracts in case of all major 
works of Haldia Dock Project, the procurement of steel materials 
was the responsibility of the Contractors. Prior to the period 
October 1970 to December 1970, SPC used to accord priority 
for the distribution of scarce categories of steel viz. plates and 
sheets only. The Contractor3 could directly apply for the 
allocation of these. The other categories of steel materials were 
freely available from the roducers at controlled rates. During 
the period prior to Octo f, er-December 1970 all steel require- 
ments excepting plates for piles were met by the Contractors 
themselves by direct procurement from the producer at con- 
trolled rates. No steel wa3 required to be procured by the 
C.P.T. In respect of plates, however, necessary assistance was 
given to the Contractors for obtaining necessary allocation. 

.. From the priority period January 1971 to March 1971, some of the 
Contractors like MAMC, TSL etc. procured their requirements 
directly but some other contractors process their indents 
through C.P.T. 

From the period March, 1971 to June, 1974, the indents of con- 
tractors were processed through C.P.T. Assessed requirement 
of steel materials for this period (i.e. January 1971 to June 



1974) was of the order of 35,000 M.T. Procurement was made 
from the following sourcas : 
I .  Main praduccrs. 
2. Main produccrk' stock yards. 
3. B i e t  Rbrollers* Canmi-. 
4. Import. 
5.  Fret market through dealers on the W s  of open quotrttions. 

From July, 1974 to June 1976, a total of 5,000 MT was orocured 
by C.P.T. 

spite of the best efforts to procum s t e l  materids from main 
producers, Billet Rerokrs'  Committee and main producers' 
stock yards, C.P.T. could not obtain all Mi requirements 
from the& sources. So, at times, to avoid serious hold-ups 
in the work under execution, the purchase of minimum quanti- 
ties of matchin steel from the free market had to be made as 
n last resort. hi. was dona as per terms d Cmtraet by call- 
ing for quotations from the dealers. Such purchases were 
decided upon and a proved by the Engineer in terms of the 
Contract, who is eit ! er the Chief Engineer, the Additional 
Chief Engineer or the Dy. Chief Engineer. 

(b) Extra cost involved in the purchase of Bteel by the Contractors 
from free market is about Rs. 35.16 lakhs." 

3.17. As regards the role Iayed by the Steering Committee to ensure 
adequate supply of steel for Ha P dia, the Committee have been informed in a 
written note furnished tc, them after evidence as foUows : 

"Supply of Steel 
The question of allotment of sufficient quantity of steel and Railway 

Wagons for the Project had engaged the attention of the Com- 
mittee right from thd beginning. The first two meetings of the 
Steering Committee were concerned with the broad policy 
matters but at the meeting held on 26-5-67, the supply of steel 
to the project was considered. Till October 1970, the Steel 
Priority Cammitteq used to allot only scarce categories of steel, 
namely, plates and sheets. This was done directly to the con- 
tractors on receiving applications from them. The contracts 
with the variou's contractors also envisaged their procuring all 
the materials they needed (including steel) directly and not 
through the Port. 

Regarding availabiity of steel, the representative of Steel Ministry 
said at the Steering Committee meeting tceM on 26-5-67 that 
"The Ministry of Iron and Steel could give the highest priority 
for Haldia requirements next to the Defence requirements". 
He suggested that a complete list of the requirements of the 
various categories of steel for Haldia Project should be 'sent by 
the Port Commissioners to the Joint Plant Cornmitt- at Calcutta 
and Ments should be placed on them to enable the Committee 
bo da advanced planning. At the next meetine, on 22-9-67, it 
was, however, found that no priority could be accorded for 
W fhe period October to March 1967, as the requirements 



were not covered by necessary orders. Hence, it was decided 
that the Port should contact the contractorb and ask them to 
place firm indents on the Joint Plant Committee. 

-his was done by October, 1967 when H.C.C. placed an indent for 
3000 T of plates on S.P.C. But the Iron & Steel Controller 
informed C.P.T. that no supply could k: made before April, 
1968. The matter was taken up with Secretary, Ministry of 
Steel who in January 1968 wrote to C.P.T. that he would give 
CPTs demands the fullest consideration. But when the Steel 
Priority Committee met in March 1968, they agreed to sponsor 
priority allocation for only 25% of the steel requirements of 
the Project during the period April, 1968 to September, 1968 
and that the balance re uirements would have to be imported. 
It was decided at the &swing Cornmi- meeting held on 
2.5.68 that the question of import can be considered in the 
light of the type of steel re uired, the production plans of the 
various steel mills and alli e8 matters. 

By h e  time the Steering Committee met next on 3-8-68. the require- 
ments of about 10530 tonnes of steel had been forwarded to 
the Department of Steel for allocation on a priority basis. But 
no priority could be given for the allocation period October, 
1968 to March '69 in the absence of details of work orders 
placed on particular steel plants. Steel Ministry's representative 
explained that allocation of priority was made only on receipt 
of information about the work orders placed on production 
units. In respect of steel requirements of an urgent nature, 
however, he suggested that even if they have not been covered 
by work orders, a special dispensation should be sought from 
the Ministry of Steel so that at the next meeting of Steel Priority 
Committee, the Steel Ministry could see whether this can be 
met out of the reserve quota at the disposal of the Iron 8 Steel 
Controller. It  was also indicated that the Railway Board has 
agreed to release about 1200 tonnes of steel plates of different 
sizes from their surplus stock but they demanded current JPC 
Prices a purchase prices whichever is higher plus freight plus 
12f % supervision charges. In a letter dated 8-1 1-69. the 
Railways also agreed to waive the supervision charges. Matters 
were further pursued with all concerned and when the Steering 
Cainmittee met on 10-7-69. Calcutta Port Trust were able to 
report that steel requirements for the period April-September 
planned on the producers and the necessary producerb' work 
orders have been obtained and the Ministry of Transport has 
already taken up follow up action with the Ministry of Steel. 

When tbe Commiuee met on 21st February, 1970, CPT mentioned 
that despite priority allocations, steel of certain categories were 
not forthcoming probably because there is w t e  shortage or 
because they were not in the production schedules of the steel 
mills. Import was felt to be the only solution in such a situation 
but a decision on this was to be taken only after getting a clear- 
ance from tbc Ministry of Steel. This was done and permission 
for the import of I379 m.t. of steel was accorded by  JPC. 



I n  October 1970, CPT wrote to the Ministry of Steel asking for 
allotment of 16000 tonnes of steel required by H i n ~ s t a n  Cons- 
tn~ction Company out of the bulk purchase being made by the 
Hindustan Steel Ltd. as the position regarding supply of indi- 
genous steel was critical. Secretary, Ministry of Steel, however, 
replied (in November 1970) to the CPT that they were not in 
a position to make any special arrangements for meeting the 
requirements indigenous. The alternative would be to import 
and steel out of the bulk import made by HSL was being issued 
only to individual consumers who would otherwise have been 
given users licence by Government for import in the normal 
course. The Port was advised to clear their requirement of 
import through normal procedures. 

The progress made in the meanwhile was reviewed in the meeting of 
30th January 1971 when the CPT stated that as against their 
demand of 12000 tonnes of steel for the period January to 
March 1971, priority had been allocated for only 4000 tonnes. 
While shortage might be made good by import, the Ministry 
of Steel were requested to agree priority for atleast 50% of the 
demand for the quarter April to June 1971 in order to minitnise 
the foreign exchange expenditure. It was also reported that 
two cases relating to import of steel of M/s. Jessops (629 
tonnes) and M/s. H.C.C. (750 tonnes) have already k e n  
cleared by the Government. At this meeting, the Ministry of 
Steel were asked whether they could indicate any definite 
quantity that they could allocate for CPT, as done in the case 
of Visakhapatnam Outer Harbour Project. The Ministry of 
Steel said that this may not be possible though it was very 
likely that the Port would get every quarter mere or less the 
same quantity allocated for priority during January 197 1 to 
March 1971. The Port Trust were. therefore. asked to import 
SO as to meet the shortfall. The best way of doing the import- 
whether in bulk through HSL or whether directly by the con- 
tractors concerned or whether by CPT on behalf of the con- 
tractors was also discussed at the meeting. It transpired that 
the practice of contractors submitting applications for allocation 
directly to the Steel Priority Committee have been stopped from 
October 1970. It was now necessary for the Port as users 
to submit the applications. The SPC had also taken over dis- 
tribution of all categories of steel from October 1970 onwards. 

The Steering Committee mct on 3-8-1971 when CPT were able to 
~ e p o r t  that they had been regularly receiving steel of various 
categories (3627 tonnes in the 1st quarter of 1971 and 2483 
tonnes in the 2nd quarter) but the supply was still short of their 
requirements. The Port urgently required about 1070 tonnes 
of  different catcgorics of steel. It was mentioned that though 
the import of about 1400 tonnes of steel had already k e n  
arranged through HSL and the foreign exchange released ns 
early as October 1970, there was about 6 months' dehy in 
obtaining the import licences. Scune delay also took place on 
account of change in the country of import. As regards the 
minimum requirements for steel. the Port were advised to con- 
tact Cochin Port Trust or Bokaro, Steel Plant. This was done. 
but without result. The requirements of special kind of steel 



of individual contractors like MAMC, TRF, Braithwaite etc. 
and the steel requirements for the Port Railways were also dis- 
cussed at the meeting. The general feeling was that to con- 
serve scarce foreign exchange import should be resorted to only 
if all indigenous sources fail. Though the contracts executed 
by the CPT by various contractors had stipulated that the con- 
tractors would make their own arrangements for steel, it was 
felt that in the conditions prevailin in the country at the time, 
it would not be realistic to expect t \ e contractors to do so. Thc 
pros and cons of importing steel from West Germany or from 
United States and the availability of foreign credit or free foreign 
exchange was also discussed. The representative of the Depart 
ment of Expenditure said that it would be verx unlikely that 
there would be enough free foreign exchange to meet the huge 
import requirements of the various Ministeries. But about 750 
tonnes of steel could be imported by CPT durin this quarter ' 
(July to September 1971 ) to supplement the 2 f 31 tonnes of 
steel allocated by SPC/BRC and an open market purchase of 
30 tomes by contractors. 

The requirements of steel were discussed in the meeting of the Steer- 
ing Committee on 18-5-1972 as well as in the next meeting on 
17-11-1972. The point made at these meetings was that the - 
allocation was considerably short of the actual requirements 
(around 1772 tonnes against requirement of 9288 tonnes in 
October-December 1971 ). Ways of getting different varieties 
of steel. rods. rails, billets etc. from sources like MMTC (from 
their imports), Bhilai Steel Plant. TiSCO etc. were also diq- 
cussed. in the meeting held on 12-7-1973, the problem which 
were discussed was regarding the availability of M. S. rounds 
of different kinds and rails. It was felt that these could be made 
available from indigenous sources. 

By the time the Steering Committee met on 3-1 1-1973, the Haldia 
Project had already been included as a Core Project but even 
so M. S. rounds and torsteel continued to be in short supply. 
The representative of the Ministry of Steel said that rails and 
M. S. plates could be made available in the quarter January 
1974 to March 1974 by including these in the rolling pro- 
grammes of the steel mills. A5 regards pig iron for casting 
(around 1020 tonnes). it was suggested that Ministry of Steel 
should be approached. 

Even after Haldia Project was declared a Core Project shortage of 
steel of specific varieties continued to be felt. Though. at the 
Steering Committee meeting. on 3-11-1973, the Ministry of 
Steel has said that there should not be difficulty about MS 
rounds and torsteel fur the quarter January 1974 to March 
1974. the actual allocation of 645 tonnes fell considerably 
short of the requirement of around 2744 tnnnes. In January 
1974, the matter was taken up with the Ministfi of Steel but 
the allocation for the second quarter of 1974 again was un- 
satisfactory about 3541 tonnes against a requirement of 8154 
taoncu. In the next two rnontlis, efforts wen made to get en- 
hanced aSlocation from the Ministry of Steel. 



In May 1974, the Ministry of Steel said that about 4900 tonnes of 
steel could be made available, provided CPT could move it by 
road. The Port agreed to this and were allotted about 2197 
tonnes of steel for the quarter April-June 1974. This was in 
addition to an allocation of about 1344 T of steel made by 
SPC/BRC for the same quarter. 

After the project was declared a Core Project, the position regarding 
supply of s t d  eased. Though the allocations on main pro- 
ducers were not satisfactory, the Regional Iron & Steel Con- 
troller helped in procu the steel material from stockyard 
and also from surplus stoc '="f s lying with the consumers. 

In May 1975, the &ion has eased to such an extent that only the 
distribution o P" plates (including Coils) and foreign quality 
steels were left with SPC, the remaining qualities being decon- 
trolled. In December 1975, 2 varieties were also taken out of 
the purview of the SPC and were made available to consumers 
directly by the producers." 

(c) OICI.ll Cdtect d W a y  in commisioning of the Docks. 
3.18. During evidence, the Committee desired to know whether it was 

possible to quantify the loss that accrued to Haldia on account of delay 
on the part of various contractors (including Public Sector Undertakings) 
in completion of the various important works of the Project. While admit- 
tlng that the overall delay in completion of the Project had resulted in loss 
of revenue or loss of earning from the Port to H-aldia, the Development 
Adviser (Ports) has explained the position thus : 

"In the lock entrancc. stoplocks, redial g-ates, water problems, 
decpw foundations, coffer dam, ceisson gates, all these relate 
tn lock entrance), we had to put each of the items on a CPhl 
chart and fit them into a sequence in which they must be 
done. Before we can flood the lock entrancc all the under- 
water fittings must be completed. 

Each one of them. as you have been bringing out, due to theu pecu- 
liar problems were delayed. So, it is not possible to quantify 
what has been the extra expenditure incurred by Haldia be- 
cause of the delay of m e  item out of these. The overall 
e5ect has beem that Haldia codssioning has been upset. 
This has resulted in the loss of revenue or loss of earning from 
the port of Haldia. This calculation is a feasible proposition 
but that cannot be attributed to a particular item unless then 
is on1 one feature which has caused delay. If we c m  say 
that 4 is is an item which had held up progress of all other 
work, then the entire delay is due to that. But if all these 
items got delayed because d various reasons, it is ve difficult 

4 o., to the total delay that has taken place." 
;r to uantify what is the contribution of Jessaps. TSL. CC', khrd 

3.19. As memtioned elsewhere in this Report. the estimated cost of 
the Fbject rose from Rs. 40 crores to about Rs. 135 crores. This apart. 
Haldia will have to bear a burden of &out Rs. 48 crores on account of 
capitalised interest. 



3.20. During discussions with a Study Group of the Committee which 
visited Haldia in Dect#nber 1976, the Port authorities submitted that the 
delay in the construction of the Project should not bc vicwed merely in 
terms of time and cost but should be viewed in the larger context of the 
counuy's determination to achieve srlt'ieliance. lo this context. the Study 
Group were informdd that Government was keen to see that this project 
was built without any foreign hclp by harnessing the indigenous sources 
and making use of whatever technology was available in India. It was 
in pursuance of this spirit of self-reliance that the Cabinet had taken ;I 
declsion that all orders for machinery be placed with the Mining and Allied 
Machineries Corporation. This decision. it was asserted. was in the best 
interest of the country and execution of the Project had given a new experi- 
encc in self-reliance. It was added that the World Bank was keen to 
finance this project in a big way if only India agreed to the entire job being 
done by foreign consultants. As a matter of fact, it was only when negotia- 
tions for a loan from World Bank had reached concluding stage that thc 
authorities had a second thought and fclt thnt such aid with strings woulc! 
be deogatory to the country's dignity and hence should not be accepted. 
Instead, it was felt that it would be better to go ahead with whatever know- 
how was available in the country. Now that thc Project had been complct- 
cd. India could legitimately take pride in the fact that whatever the cost in 
terms of money and time, the experiment had accclerated the process of 
i~tdigenous manufacture. It was stated that in a Project costing about 
Rs. 135 crores. thcy had spent only a modest amount of Rs. 83.48 lakhs on 
consultancy work. 

3.20. Notwitbtanding the bottlenecks which upset the calculations, 
both with regard to execution and cosls, the first phase of the HeMia Pro- 
Project, initially scheduled to be compkted by Januar~ 1971. reached 
its climacteric with the formal commissioning of the Dock in Februar~ 1977. 
m e  succesrful completion of the project would no  doubt be an occadon 
of national rejoicing, but the costs and the time and labour involved, i n  
fact the whole gamut of experiences, should not be overlmked i f  an\ 
meaningful lessons are to be larnt from the operations that Haldia Project 
signified and symbolised. For the purpose of planninp: and execution of 
the first phase of the Haldia Dock Project. a sort d tripartite machinery 
was thought of. Wbile M/s. Randel Peimer and Trittem acted ac Consul- 
tants, the Calcutta Port Trust and the contractors. indudinp some puhlic 
sector undertakings engaged by the Trust functioned as the body responsible 
fcw executing the pbns and the designs. A t  the top. then was a Steering 
Committee presided over bv the Secretary, Ministry of Sbipping and Trans- 
port. and consisting of qmsentat j rcs of various Ministries/Departments to  
wersee tbe pmgmm of the project. 

3.21. Thmt UIcrc was m snbrtuaale delay m the c o l r r n i r s i ~ n i n ~  of the 
project annat be #asid a d ,  m a malProtter of iatrometion, Government 
hid canshler wbeUer for executing a probxt of thb dimension, which 
alled for mefieulaes coordination uhb dWercmt aodhorities, expedition 
sdvlsnce planning and for-, a body Utrt this Stewing Committee was 
adequate. i f  ici on record that the Steering Committee haa hekl onlv 19 
4ttim tbe long period 4 nine v a m  betueen Janunrv 1967 and 
3aaaaq 1976. tt b nhm on reord Hot dltia~s of the M q  Comnittcec 
were verv o h  cnnodcd w9th as mamy as P(f P C ~ W V ~  bedda tho 
membi-m. 



3.22. The Committee 6eel conviPred that tLe circumstances needed the 
creation of a r o a p p o ~ ~  body elolBed wbtb adequate p w e r ~  to trdre and enforce 
derisions, if need be, by 8ekhrp: Hsll.tbe-spdn visits PaQ &dying tbe prob- 
lems as tbey arose from close quarters. Sucb a bedy Jould have comprised 
nor only r~)resentpth.es af the MiWi of Wppbg and Transport and 
F i m m  but also of kRdYBby, St@, Railwqs, &. and Gowemment d West 
Betlg.l who had to ploy on iolipoltpnt role in arranging and tramporting 
materials, equipment etc, raqrirai for the executislr of the Project. 

3.23. Aslong the important reasons which were advanced for delay 
in the completion of the project are difficulties in ac isition of land, short- 
age of steel, shortage of wagons and unexpected s &#' -soil conditions which 
resulted in considerabIe delay in commenememt of the ditficult work of the 
lock entrrurces. 

3.24. As regards acquisition of land, the Committee have been inform- 
ed during evidence t b t  lend being a State subject, the tmd for Haldia 
D o c i r w a s ~ u a d e r f b t l n w s b y t b e W e a ~ B L n g a l G o v c n a a a t  TLc 
period 196869 was, puticulsliy, a diiticdt one aud a m b e r  of bjoac- 
tioas were issued by tk Courts of Lmw. The Committee note t b t  the 
Calcutta Polt Trust went in appd gp~ee~slBuHy every i i j n  
issued by the Courts of Law and they wap in almost C V ~  esse and only a 
few are outstad@ 

3.25. As rep& steel, the Couunke mote that tbe supply was spora- 
dic and ftll far dwrt of tbe demand. It was only after Jaauaq 1974 witen 
Ha& Ropct was tmted  as a core project (a priority given next to opera- 
tiowl demands of Defence Department) tbat there was a perceptible im- 
pruvement in the supply of steel. Durmg the period January 1971 to Janu- 
ary 1974 there was a steep fall in supply-in fact against an indent of 35,000 
tuas. an allotment of 15.000 tons was made-and the project authorities bad 
to go into tbe market with the help of the Steel Controller of India aad bad 
to p e  am extra price 04 Rs. ZOO/- per ton, the total financial implication 
of which has been stated to be of the order of Rs. 35.16 lakhs. The Cum- 
mittee cannot but express their unhappiness that a project of national im- 
portance like Haldh was denied priority as for a core sector project till 
1974 in the matter of allotment of steel to which it was clearly entitled. 
Tbat a Government organisation like the Port Trust, constructing a big 
project like Haldia, .huM be asked to go into tbe open market and get 
steel at a price h@er than the c o n h l  price, is ar matter of great concern. 
The Committee feel tbat there should be a standing direction to treat such 
projects of national importance as core projects in the matter of allocation 
of deel and other scarce materials. 

3.26. As regards the hying of railway line and supplv of wagons, the 
Audit para mentions that 2056 wagons were s u p p l i  by tbe Railwaj% dur- 
ing the period April 1971 to March 1972 as against a requisition of 5112 
wagons. The representative of the M i n i m  of Railways during evidence 
has conveyed the impression tbat tbere were genuine difficulties for the 
Railways in 1971 in the easdern sector in the matter of placement of wagons. 
But tbe Committee find from tbe material b e f m  tbem that even during 
the years 1972, 1973 m d  1974 the position regarding supplv of waprns to 
the Port ' h s t  was far from satisfactory. During tbe period 1st April 1972 
to 301h June 1972, mlv 105 wagons were smlied against indents for 775 
wagons made by the different contractors. Despite bigb level discussions 



and instructions by the I l r f lwq Boud to the h e r d  Managers, Eastern 
aad Swtb-Enstun RnEl.sprys in May 1973 to meet tBe M for stone and 
p v d  for the project in fall, the supply af wagons continued to be an- 
satisfactory, tLt PeQPl eapply baing only 45% and 35% tospeebivdy d 
the total monthly req-~ts of mgcm for dome and gravel movuaent. 
The positIo11 im Jmuamy 1974 rrrs no better. Daring the month, oalg 5 
rakes were received by tbc Calcutta Port Tkost in spite of the fad that mt a 
meeting Md oa 9 J n n q  1974 at C.)Cpttp the Railways had pFomiscQ to 
supply m e  rake per dPy. That such a dtmlion should have prevailed des- 
pite inter-ministeripl discussions at a bigs level is a makr 'RBMI Govern- 
ment shorrM sedody t&e note of so as to obviate repetitions of snch lapses 
in future. The Committee would, thereofre, urge h t  proper arpngc- 
menQ dewld be made Por an effective coordinntioo between thc'R*ihrays 
and &her concerned authorities while aecllting big national projects like 
HaMia. 

337. As b tk ovcrdl effect oi ddog in compktfoa of tbe project the 
CommiSbe have beem in&rmed thst wbik it is a f e d e  proposition to make 
calcllhLioa of tLt toCI Bi.eadd loss to tBe Port on saurnt d loss oP 
n v e n e e / ~  crebd by the long delay in commissioning ob tk Port, 
it is QIllfcPb C qprurtity tk cootribtiom to th is  iass cnwd by delays on 
the pmt of dSerent coatrcrctors in cxecotimg the respective work6 dotted 
to them. The Codt tee  are not convinced with this aqmmot. l k y  feel 
that ao exercise coald and should be made to identify the contribution oP 
each agency to tk dcby h t k  execation of tbe project a 4  then qorntify 
the Loy sssl.iPed as a rearlt of the default on the pert of each oglcncy. Thc 
C o d t t e  would like the Govcnrment to re-esamine Ue nvtler in 
depth 

3.28. Despite tk delay in the commissioniq of the project and the 
escahth of costs, tit Committee cannot be DMivlom of the hrct tht tbe 
Hal& Project was a challenge to the i v u i t i e s ,  technical skills and cap- 
abilitieg of Indian e&acers and techardsns dike. The Cownittee are 
@ad tbnt by e r c c d q  tbe project without depending on foreign erpertlse, 
the Indian engiaeem and wokmea have ocBieved and demoRShnted a Bigb 
degree of s e l f - r e l i  m a crucial sector like construction of r new major 
port and sbown what dedicpted and dotermiaed elforts can acbieve. The 
Committee have no doubt tbat the sacceeshil commissioning of the HaMia 
Dock Pro ' j  bas ameaeted tbe emergence of Indian engineers oad tecb- 
nicSPns oa the world scene 9s W i  tbe expertise and kam-bow f o r  con- 
s~nrtioa of major ports and development of related infrasbaetrme facilities. 
Tbis tdeed is a proud rwbievement. 



CHAPTER IV 
VARlATlONS IN ESTIMATES OF THE PROJECT AND ECONOMIC 

VIABILITY 
A udrt Paragraph 

4.1. A team set up by Government in 1964 to make a study of the 
proposed dock project at Haldia stated in its report in August 1965 that 
setting up of a subsidiary port at Haldia was economically justified with 
investment of: Rs. 40 crores (foreign exchange : Rs. 14 crores). The 
cst~mate for the first phase of the dock project, providing for one riverside 
oil jetty, 5 berths for coal, ore, fertiliser, general cargo and containers and 
one finger jetty prepared initially in April 1962 and reframed in 1965-66 
was for Rs. 36.92 crores (foreign exchange : 4.40 crores). A Committee 
appointed by Government in January 1966 to examine the estimate recom- 
mended this in April 1966. The first phase of the project was approved 
by the Central Government in November 1966. In the meantime, con- 
sequent on devaluation of the rupee the estimated cost rose to Rs. 40 
clores (Rs. 7 crores in foreign exchange). According to the estimate of 
1965, the dock was expected to handle ships of 40,000 to 60,000 DWT. 
In February 1968 it was decided that the dock should provide facilities 
for handling ships up to 20,000 DWT. Consequent on this decision the 
cstimate was revised in March 1969 to Rs. 53.83 crores (foreign exchange: 
Rs. 5.09 crores). The estimate was further revised in April 1972 to 
Rs. 90.40 crores (foreign exchange : Rs. 9.05 crores). None of the 
cstimates has yet been sanctioned (August 1975). Actual expenditure on 
the first phase of the dock project up to March 1975 was Rs. 116.19 
crores. The following table shows the break-up of the estimate of April 
1972 by major items of expenditure as compared to earlier two estimates 
and the actual expenditure up to March 1975 :- - - -- - - - - -- -- . - -- -- - - - - 

Break up of or~ginal and mpenditure 
- -- revised est~mates upto 31-3-75 

1%5 ---- - 
1972 1969-- (Rs. ~n 

estimate estimate estimate lakhs) 
(Rs. in (Rs. in (Rs. in 
lakhs) 

- - -- - - - 
lakhs) lakhs) 
---- - - 

- -- I 2 3 4 5 - 
Land acqu~sit~on 200.00 43560  435-00 520  .ST 
Land excavation, dredging and re- 

clamation . 325 -00 539 -00 740 .00 757.85 
Dock construction . . 1,233.00 1,957 .00 2,855 .oO 2930.98 
Reverside construcbon . 221 .00 314.00 376 -00 309 5 4  
Mechanical equipment for berths 

including oil jetty . 637 0 0  800-00 1,540.00 1,218.31 
Permanent way work in railway 

line. marshalling yard etc. . . 60.00 109 -00 240.00 360 a74 
Floating crafts . . . . 323 M) 3% .00 407 -00 285 a73 
Construction of offcc and work- 

shop buildings, residential quar- 
ters, social amenities and internal 
~ ~ ~ k e s  . . e .  515 a 0 0  573 40 1,061 .oO 1,286.73 

Esturiaa dredger . . . - - 950 a0 591 40 

- -- - - 3.514 .oO 5.123 a0 8.604 .oO 8,281 ~ 8 6  
39 



Percentage charges . 177 ~ 8 0  260 .oO 435.36 - 
Establishment (including travailing 

allowance) . - - - 605.62 
Debt charges . . . - - - 2.356 ~ 2 9  
Otherexpenditure . . . - - - 374.86 

e3.691 -80 5,383 .00 9,039.36 1 1,618.63 

*Increased to Ks. 40 90 mom due to devaluation. 
[Paragraph 33 of the Repori of the C&Ar. G. of India for the year 1974-75-Union 
Government (Civil)-Pp. 109-1 101. 

4.2. From the information given in the Audit Paragraph and thc 
data subsequently furnished to the Committee, the following picturc 
emerges in respect of the changes from time to timc in the Estimates of 
expenditure for the project as a whole :- 

Yeslt TOW Foreign Brief reasons for in- 
estmrntcd Ex&+ crca9e. 

cost Uemcnt 
~p~ -p 

(Rs. in crores, 
196566 36 9 2  4.40 - 

(April. 1966) ' 

Novemkr. 1966 . 40-a) 7 -00 Due to devaluation of 
(Original Estimate) the Indian Rupcc. 

March, 1969 53.83 5 +9 Decision to provide 
( ~ i r s t  rrvixd &tima&) ' facilities for ships of 

80.000 DWT as against 
40.000 to 60.000 DWT 
decided carlier. 

April, 1972 . . . 90.40 9 -05 Earlier estimates w m  
(Second ~cvised. Estimate) not based on detailed 

designs; changes In 
scope of works: steep 
escalation in cost and 
prices. 

As per CPT letter dated 10-7-1974 . 124 -84 (,hot Impact of price rise 
~ndicated) after, 1972. 

October. 1975 117 -00 Do. Updating of estimates. 
(Third Revised 'Est iktr)  ' 

Junc, 1976 . . 135.00 Do. - 
( k s t  expectation of actual ex- 
pend~ ture) - .. -- 

4.3. The Committee wcrc informed in a written note furnished to them 
in September, 1976 that the revised estimate of Rs. 127 crores was sent t o  
the Ministry of Finance in December. 1975. that scrutiny thereof had been 
completed and that action ,was king  taken to  obtain thc Government 
sanction thereto. It was addcd that delay in the sanction of the consolidat- 
cd estimate for the Project as a wholc, did not hold up the construction d 



works which were sanctioned separately from time to time in n o m I  way 
after calling for tenders, etc. 

I another note furnishcd to the Committee, in June 1976 it was stated 
thlit the Project was estimated to cost Rs. 135 crores and that the sanc- 
tion for the same was Wing processed and a note for the Public Invest- 
mcnt Board was being 6nalise.d for the purpose. 

4.4. As regards according of sanction to the estimates of the Pro- 
ject, thc Transport Secretary has informed the Committee during evidence : 

"The sanction that now exist is for Rs. 40 crores, which was origi- 
nally estimated in 1965." 

The Committee desired to know the reasons for the revised project esti- 
mates having not been sanctioned so far. In reply, the Financial Adviser 
hiss summed up the position during evidence as follows : 

"The original estimate for Rs. 40 crores was approved sometime in 
1966. This was b a d  on the 1965 prices. A detailed esti- 
mate was preparcd in 1969 for Rs. 53.83 crores. Actually 
this cstimatc was approved by the Finance Ministry in 
August 197 1. Since it exceeded 20% of the original approved 
estimate, it had to go to the higher authority-the Cabvlet a p  
proval had to be taken. But before this could be done, an 
indication was given that the estimate itself might go up to 
Rs. 73 crores. So, the Calcutta Port Commissioner was asked 
to prepare a reviscd cstimate-the second estimate revised for 
Rs. 90 crores came sometime in August. 1972. This also had 
been examined by us and we had asked for some clarifications 
and ultimately when \ve were in the process of a p  roving the 
estimate for Rs. 90 crorcs, an indication was given ! y the Port 
Trust that this might also go up to Rs. 126 crores. At this 
stage, we advised the Ministry that there was no point in tak- 
ing this to the public investment board for their approval of the 
deviated estimate and so wc askcd them to come up with their 
revised estimates. 

In the meantime, we had to issue individual sanctions and, actudly. 
in each case of the contract, the Finance Ministry was consulted 
and actually individual sanctions in respect of various con- 
tracts haw heen awardcd for about Rs. 78 or 79 crores." 

4.5. Asked as to whcther i t  was the usual practice of the Government 
to issue sanctions on a year to year hasis and not sanction the cntire estimatt. 
all nt one time, the Secretary, Transport has replied : 

"Normally speaking one really sanctions revised estimates. But if 
there arc practical diflicultics. thc procedure. is adopted h! Gov- 
ernment, and thcrc arc other cases also." 

On this pbint. the Financial Adviser has stated : 
"The nmmal inshvctions are that when you come up with thc revised 

estimate for approval. there should be some finality nhout i t  
there should bc some firmness about the estimates. But. when 
H'C found that at the stage when the estimates were given there 



was a substantial increase in them from Rs. 20 crores to Rs. 30 
crores, there was no point in going for the approval of these 
estimates." 

(b) Economic Viability 
4.6. From the information furnished to them, the Committee find hat 

the economic viability of the Project has been based on a total cost of 
Xs. 221.30 crores (including cost of capitalised interest, Estuarian Drcdgers 
and Channel Dredging). The life of the various items of cquipment. prc- 
sumed for the purpose. varies from 15 to 50 years. The annual traffic 
generation has been assessed at 15 million tonnes four or five years after 
commissioning of the Docks, as follows : 

Cbmmodi ty Quantum of traffic 
(in million tonnes) 

O r e .  . . . . . .  4 .o 
.Coal. . . . . . 3 .5 
.Oil . 3 .O 
Foodgrains . 2 -0 
Fcdiz.cn . 1 .5 
Gmtaioer & General Cargo . . 0 -08 
S a l t .  . . .  0 . 2  

4.7. The Committee have also been informcd that Central subsidy to 
the extent of 80% of the expenditure on river dredging and maintenance 
was approved for the Calcutta Port by thc Cabinet up to 31 March 1976. 
The period and question of its continuance beyond this date has still to hc 
decided. As such, no dredging subsidy has bccn assumed in the calcula- 
tions relating to the economlc viability of the Project. 

4.8. As mentioned in the Audit Paragraph, the actual expenditurc: on 
the Project, exclusive of debt charges, was Rs. 92.63 crores (viz. Rs. 116.19 
crores minus Rs. 23.56 mores) upto March 1975. The Committee have 
been informed that a further expenditure of Rs. 16.20 crores was ~ncurrcd 
during 1975-76, thus bringing the total expenditure up to March 1976 
(exclusive of debt charges) to Rs. 108.83 crorcs. 

According to  Press Reports, the total expenditure on the Project is cx- 
pected to be of the order of Rs. 127 crores, out of which the foreign ex- " 

change element will be about Rs. 9 crores. The Committee have, however, 
been informed by Government that the Project was estimated to cost 
Rs. 135 crores. 

(8) Reasoms for CMnrose in cost 
C 

4.9. During evidence, the Chairman, Calcutta Port Trust, has inform- 
ed the Committee that one of the reasons for increase in the cost of the 
Project (from Rs. 40 crores to Rs. 135 ctorcs) was that whereas the origi- 
nal estimate was estimated on the basis of 9 sq. miles d land, it was after- 
wards decided to increase it to 14 sq. miles. The cost of acquisition of 



land at the time of original estimate was somethin like Rs. 4,000 per acre 

, thereafter to Rs. l7,OOO to 20,000 per acre. 
k but the same w h  actually acquhed went up to s. 10,000 per acre and 

The other reasons for increase in cost, as stated by the Transport Sec- 
retary dwing evidence, are : 

1. Under-estimation in quantity; specific quantity of work not known 
at the time of estimate but when actual details were made, escala- 
tion had taken place. 

2. Changes in the scope of works and new works. 
3. Increase due to prices escalation. 

4.10. The Committee also called for a list of the new items of work 
inc111de.d over those in the original estimate of Rs. 40 crores, and the amount 
involved in each case. The information furnished by the Ministry in this 
regard is briefly tabulated below : 

S. Brief description of 
No. new work 

Amount involved 
(Rs. in lakhs) 

I .  Barge Jetty . . . . . . . . .  
2. Simalliag & Inter-locking of the CPT Railway Yards . 

. . .  3 .  Transit Storage & Conveyer system for Salt 
4. Railway Siding to Industrial land . . 
5. Acass to Industrial areasand internal feeder roads to indus- . . . .  trial areas . . 
6. Estuarian Dredger . . . . . . . .  
7. Two additional outer dolphins at the Oil Jetty . - . . .  TOTAL. Rs. 

(or 

20 
950 
60 

1224 l a b  
Rs. 12.24 crom) 

As against the above mentioned new items, the following works wew 
altogather dropped from the original estimate d Rs. 40 crores :- 

1. One Garreral Grlp3 &rtb . . . . . .  Rs. 73 -75 &khs 
2. One Transit Shad . . 
3. One Warehouse J 

TOTAL . Rs. 168 -75 lakhs 
(or Rs. 1 -69 crom). 

It would be seen from the above that the net effect of the new items 
(afler adjusting the items dropped) on the cost of the Project was d the 
order of Rs. 10.55 cram only. 

4.1 1. As regards the changes in designs, the Chairman, Calcutta Port 
Tnrst Bae informed the Committac during evidence that- 

". . . .  the basic features of the design and the struch~ral features 
were not changed. The change6 took place only in two items, 

d-8~1 L S S ~  



the culvert and the changes due to the length and the deepen- 
ing of the lock entrance. In no other respect, we changed the 
drawings or the structure. 

There wcre studies and prelinlinary investigations and survcys and 
they were all taken into account beforc we submitted our pro- 
p a l  to Government. The only difference is that the study 
contemplated that we should go only up to a certain draft and 
we dcsiped the lack entrances. on that basis. hut afterwards 
WC' decided that we should haw decpcr ships and so wc incrcas- 
ed the size." 

4.12. The Committee are greatly concerned at the disquieting picture 
that has emerged in regard to planning for the Haldia Project. Wbile the 
estimate for the first phase of ibe Dock Project providing for o m  riverside 
oil jetty, 5 berths for coal, ore, fertiliser, general cargo and containers and 
one finger jetty prepared hitially in April 1962 and reframed in 196546 
was for Rs. 36.92 crores {foreign exchange : Rs. 4.40 crorcs), the figure 
melled up to Rs. 40 crores on account of devaluation of the rupee in Novem- 
ber, 1966. As per later decision to provide for facilities for ships d 80,000 
DWT as agai~st  40,000 to 60.000 DWT docided earlier, the project cstimste 
was escalated to Rs. 53.83 crores in March, 1969. It is revealing that the 
Port authorities had themselves admitted that the earlier estimates were not 
based on detailed designs and the changes i n  scope d works accompanied 
by steep rise in costs and prices necessitated an upward revidon of the esti- 
mates to Rs. 90.40 mores in April. 1972. There was, however. n:, fhalitv 
to the estimates and the Committee have been illformed in Okloiwr, 1975 
that the estimate would be in the region of &. 127 crores. The latest 
estimate. as furnished by the representative of the Ministry during evidene, 
is around Rq. 139 crores. 

As to the juctificrrtion for preparing estimates on a >char to !ear hati\ 
instead of drawing up a consolidated estimate for the project a\ a nhole, the 
reprewltative of the Ministq has adduced an argumc lt. which i, hard!! 
convincing that "Normally speaking one really sanction\ re,iwcl c s ~ i r n n k ~ .  
But if there are practical difficulti~, the prixedue i c  adopted bv Govent- 
ment, and there are other cases alw". No satisfadoq erphnatio-r has been 
given hp the reprewntative nP the Mi+'q us to nh\ the fiwl rstim:ltrs 
could not be put up before the Government and their appnrvnl obtained. 
As matterc stand, there has been a three and a hdf Fold increase from thr 
original estimate of Rs. 40 mwes to Rc. 135 crore\. notwithvtancli re the fact 
thnt the n m  icrms i~cluded ill the p-oject acroeqted Tor an irirreasc of 
Rs. 11 crores only. 

Tbe Committee come to the ine-scapable conlu..ion thal there has heen 
an almmt laconic approach in the matler of preparation of project c*stim:ltr.l; 
and the processing therevf. In the winion of the Committee. such a s i t w -  
tion is fraught with inherent danger in so far as the economv of the Port a s  o 
whole is concerned. Not only doe* it upset the planning of the Port hut it 
also affects the ways and mcanis powition of the Government. The (hm- 
mittee would. therefore, uwe that the Miqistry of Fhance shonld &tervr 
stricter financial control over the projects and kkouM insist'on definite end 
realivtic edimatea of mt. The Ministv should mtisfv itwlf st all stems 
wlw a revision of the original estimates is necemrv. m d  whcther the reasons 
adduced la sapDort of revkOon ate cmrldve awd do not nive anv smpe for 
mnncce9~0~3' cxpmdilore. The Committee need hardly stress that prelimi- 



nary and consequential steps in respect of a project which is decided to be 
taken up fbr execution e.g. the acquisition of bands, placing orders for the 
purchase of plant, machinery, etc. should be taken in time and in proper 
sequence so that the original estimates do not become out of date because 
of efHw of time and escalation in costs. Complete details of the estimated 
cost of a project together with its economics and financial impl~ations should 
be placed before Parliament when submitting a demand for its appruval, 
and whenever thew estimates are revised full reasons therfor and the effect 
thereof on the economics of the Project should be given to enable Parlia- 
ment to understand the full implications before voting the funds. 

Tbe Committee suggest that in the present case Government should 
finalise the estimates of Haldia Project without further delay and include 
them wtih supporfing data and financial and economic implications in the 
Demands for Grants to be placed before Parliament. 

4.13. On the question of expenditure on river dredging and maintenance, 
Ihe Committee note that subsid\ to the extent of 80% was approved for 
the Calcutta Port by the Cabinet only up to 31-3-76. Keeping in view the 
fact that every new Port at the initial stages ic buad  to face diffculties liliel? 
to upset their calculations aad expectations, the Committee recommend tbat 
the Centmi Subsidy for river dredging and maintenance for Hat& Docks 
should be farourably considered by the Central Government and such sub- 
sidy continued for atleast period of five years after the commissioning of 
the Haldia Ihcks. 

4.14. The Committce commend the fruittul effortr of Lovmrment :at 
indigenisation which are evident from the fact that i l  a big Project like 
Eialdia, the foreign exchange element will be only about a. 9 crows, v i ~  6 
lo 7 per cent of the total anticipated expendifurn of Rs. 135 crows. The 
Committee have aided that the cspectntions of traffic 4 to 5 >ears after the 
commissioning of the Docks, on which the economic viabilitt of the projvct 
has been based. nre 15 millioo ton9 per year, con+ting of ore. cod. iron. 
fotdgrsins, fertilizers. container and general c m o  and salt. Out of thew, the 
only cmmoditj on which wtuul perfomlulcc in  the p a t  few wars i s  awil- 
able relates to oil traffic since the hcrths for other itrmr; of traffic h w e  cither 
not yet bccn commisrioned or commiscioned on1 in 1977. In respect of oil. 
which l o  being handled nt the Oil Jetty, cornmissinned in 1968-69. the. Con1 
mittee find that slerting hmn o traflic of 0.28 lakh tomes in 1M-(59. tht- 
wme reached a level of 14.35 lakh tow in 1974-75 and 21.71 lrtkh lowel; 
in 1975-76. In the matter of reventw fnm the Oil Jettt. the C tmmit- 
tee find that as aainut expectations of Rr. 210 l a b s  per year. the actual 
revenue in 1974-75 was R*. 203.49 lam$. I t  was c d t  i n  1975.76 a< bcr 
information given to the Committce during etidencc. that thc revenue from 
the Oil l eHv rose to Rs. 427 Iahkr.* 7lre Commitrt.c. trud !hat the owl- 
i i g  of the Nuldia Port would give a fillip to a lamer inflow of caryo so that 
the erpectationc; of achievine 15 millisrt tow of c s m .  on which the cconn- 
mic viability has been worked out, would be folfilled. 

*Kindlv sce Chaptrr V (Para 5 $6)  on Oil Jetty at p a s  101 of thig Report. 
m 



CHAPTER v 
RIVERSIDE OIL JETTY 

Audit Paragraph 

5.1. Conrtruction of Berths : Global tenders were called for in March 
1964 for construction of the riverside oil jetty capable of handling ships of 
875 feet requiring draft of about 34 feet. Only two offers of Rs. 153.76 
lakbs and Rs. 163.84 lakhs were received in June, 1964. These offers 
were rejected (August 1964) as the prices quoted were considered to be 
very high. In Octobe~ 1964 fresh quotations were called for from 7 sdect- 
ed finns. Offers were received frcnn three of then in December 1964. The 
&en were as follows :- 

(Rs. in lakhs) 

Lowest offer . . . . . . . 126.81 

Sscoad lowest offer . . . . 134 -66 

Highest offer . . . . . 153.76 

The trrst and the second lowest offers were on the basis of tenderers' 
own drawinp, which were not acce table to the committee, consisting of 
the Development Adviser (Ports) henisQy of Ship in and Transport, and 
the Chief Engineer and the financial Adviser anBdief  ,4ccounts Oficer 
of the Calcutta Port Trust, set up (March 1965) for considering the offers. 
As tbe prices offered were considered high, the committee decided (March 
1965) to conduct negotiations. During the negotiations thc tenderers 
indicated that their offers would be about Rs. 146.81 lakhs and Rs. 144.66 
lakhs respecfipely for making these technically acce table. After nego- 
tiations the work was allotted to 'A', the highest ten & rer, for Rs. 139.76 
lakhs (foreign exchange 60 per cent) in June 1965 for completion by 
May 1967. The work was actually completed one year later in May 1968. 
'A' was supplied electricity at the subsidised rate of 10 paise per unit. 
Subsidy on this account was Rs. 5 lakhs making the total ne tiated price 
Rs. 144.76 Lab, which was a little higher than the misecf)tder of tho 
second lowest tenderer. The second lowest tenderer had offered to complete 
the work in about 30 months, i.e., by the end of 1967 as against 36 months 
taken by 'A'. Besides, the second lowest tenderer had wanted ayment of 
Rs. 20 lakhs only in foreign exchan e, whereas out of Rs. 1 9.76 lakhs f P 
payable to 'A', the foreign exchange ment was as much as Rs. 83.86 lakhs 
(60 per cent), tbe fore~gn exchange element was stated to be available for 
exports against bilateral trade agreement with the country to which 'A' 
belonged. Due to devaluation of the Indian currency the total payment 
(including the rupee equivalent of foreign exchange portion) to 'A' was 
about Rs. 187.52 lakhs. The Port Trust stated (September 1975) that 
the "devaluation of the Indian currency in June 1966 could not possibly 
have been anticipated at the time of tender evaluation in 1965 and tbe 

involvement on this account is an unforeseen contingency". 
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The Project report had estimated that the oil jetty would earn revenue 
of Rs. 210 lakhs per year. The actual revenue of the oil jetty was as 
follows :- -- 

TrafGc Rcvenuc 
(in lakh 
tonnes) 

.-- 
FiT in 

1968-69 . . 0.28 5 -67 

As mentioned below, the civil construction work of the berths inside 
The impounded dock, the lead-in-jetty and the lock entrance was allotted to 
'B' in Auyst 1967. The berths inside the impounded dock were to be 
cornpletcd in 40 months and the lead-in-jetty in 45 months. According 
to the progress status report of the dock project as on 1st August 1975, 
construction of the lead-in-jetty and the berths within the impounded dock 
was completed except a few fixtures. 

[Paragraph 33 of the Report of the Comptroller and Auditor General of 
hdia  for the ycar 1 974-75-Union Government (Civil) -pp. 1 l4--ll6.1 

(a) Award of contract for oil je(tg 
5.2. The Secretary, Ministry of Shipping and Transport has informed 

the Committee during evidencc that the three h s  whose offers were 
considered aher December, 19.@t, were : 

1 . Steelcrete Foundation Ltd. 
2. Hochtief-modern-essen 
3. Ivan Milutinovic-PIM (Firm 'A') 

In r q p d  to the question of technical acm 'ty of the affers of the P above mentioned firms, the Chairman, Calcutta ort Trust, has stated during 
evidence : 

"This point was considered by the Tender Committee. May I read 
from the report- 
'The Te& Committee felt that this firm Steclcrete had lock of 

expetieace in this parlicular field. Still when this firm came 
out with an o&cr af an estimate to Rs. 20 labs in order to 
comply with our tender specification, tbe Committee askcd then1 
to expltun how they arrived at Rs. 20 lakhs. On that the 
Committee said- 
'The Committee, however, was unable to estimate the exact 

price of this tender and 20 lakhs of rupees was stated only 
as an approximate figure'. 



In tbe case of the other firm the offer was of Rs. 126.81 lakhs. 

In the case of the second tenderer the whole method of work was 
different which was not acceptable to the Committee because 
it involved risks. Still detailed discussions were held with the 
contractor's representative and it was established-that too 
generally conformed to the tender specification-the price would 
be increased by purely an approximate figure givcn by the firm 
as Rs. 10 lakhs. The tender price would be of the order of 
Rs. 144 lakhs. This could not be accepted by the Tender 
Tender Committec because that was also a certain way 01 givins 
a figure possibly to compete with the Yugoslav firm, as their 
quotation of Rs. 153 lakhs was known to them." 

5.3. From the information given in the Audit Paragraph and the abovc 
quoted information furnished during evidence, the following picturc emerges 
in respect of the tenders of the three firms after they had been made to 
comply. to some extent, to the technical requirements of the work in ques- 
tion :- 

-- .- - 
Name of firm Value of Tender (Ro.) 

Steelcrcte Foundation . . . .  , . . R s . 1 2 6 . R I  lakhs 
+ -  20 lakhs -- - -- - - 
: Rs. 146.81 lakhs. 

Hochtief modemesen . . Rs. 134.68 lakhs . 10 lakhs - -- - 144 -68 lakhs. 

I~anMulutinovic-PIM . . . . . . . Rs. 153.76 lakhs. 

As mentioned in the Audit Paragraph, after negotiatio~~s with firm 'A' 
fM/s. Ivan Mulutinovic). the contract was awarded to them for Rs. 139.76 
lakhs (foreign exchange 60% ). They were also given some subsid by 
way of cheap electricity. the total value of which has been assessel at 
Rs. 5 lakhs. 

Asked about the extent of the subsidy per unit, the Chairman, Calcutta 
Port Trust stated during evidence : 

"The Port was to realise 10 paise per unit if it supplied electricity. 
x x x At that time wc were cxperting elertricity from the State 
Electricity Board and thc rough estimate was that we would 
have to bear 24 paise per unit". 

5.4. The Audit Paragraph also mentions that the firm Hochticf-modern- 
essen had wanted payment of only Rs. 20 lakhs in foreip exchange (v iz .  
about 15% ), whereas in the case of M/s Ivan Mulutinavtc-PIM to whom 
tne contract was awarded, the foreign exchange element was as much as 
Ks. 83.86 laihs f viz. about 60% ) which was stated to, be available for 
exports against bilateral trade agreement with the country to which the firm 
belonged (vrz. Yugoslavia). 

Mention has also been made a b u t  the effcct of devaluation of the Indian 
currency in June 1966 due to which the total payment due to the firm 
wcnt up to Rs. 187.52 lakhs. 



The Committee have been informed during evidence that the scope of 
the work got reduced and the firm had been paid Rs. 146.19 eventually. 

5.5. Asked if the decision to award the contract to the Ylgoslavian firm 
was influenced by the fact that the Indian Government had a trade and 
payment agreement with Yugoslavia, the Chairman Calcutta Port Trust 
stated during evidence :- 

"That part of the consideration. . . came only subsequently, buu 
not in the beginning. In the beginning from the port point of 
view and from the port interest, we studied the tender purely 
from the technical angle first and when we were satisfied that 
we could not accept the other tenders technically, we decided 
that we could only consider the third tender-i.e. Yugoslav 
tender. But still we considered Rs. 153 lakhs to be very 
high and, therefore, we undertook negotiations with them and 
while negotiating, naturally, the second part also played its 
role. . . . " 

(b) Ttaffc & revenue from the oil jetty 

5.6. The Committee find that the traffic at the oil ietty, on the basis 
of which the economic viability was drawn up, was put at 3 million tonnes 
per year. 

As stated in the Audit Paragraph, the traffic at the oil jetty had reached 
1.43 million tonnes in 1974-75 yielding a revenue of Rs. 203.49 lakhs as 
against the estimated revenue of Rs. 210 lakhs per year as per the Project 
:Report. The Committee have been informed during evidence that in 
1975-76, the traffic at the oil jetty rose to 2.17 million tonnes yielding a 
revenue of Rs. 427 lakhs. 

The Committee desircd to know the actual capacity of the oil jetty at 
Haldia and whether the jetty could be ut to any alternative use. The 

(Ports) :- 
S position was thus explained during evi ewe  by the Development Adviser 

"The oil ietty is in the river whereas all the other hcrths have been 
put into a dock with a lock entmnce. Oil jetty is specially 
designed for oil traffic and it would not be used for any other 

urpose except for some liquid traffic. The capacity of the 
k r t h  varies with the size of the vessels, the rate at w h ~ h  tho. 
can pump and also the number of days that the berths should 
be occupied in a year. 

The rate at which the pumps can pump also depcnds upon the 
pipelines which are leading from the jettv to the refiner! and 
the tankerage capacity of the refinery. For example. if this 

' 7  0 0  particular jetty is used by small tankers of 20.000 or ,,. 
tognes which have a capacity of pumping at the rate of onlv 
200 to 500 tonnes per hour. the capacity of that jetty will fall 
considerahly as compared to the capacitv of the same ietty when 
used by. let us say, 50,000 tonnes tankers or 80.000 tonnes 
tankers with n pumping rate of 1,750 tonnes or 3,500 tonnes 
per hour. 



So, when we talk d the capacity of the jetty, it has got to be related 
to the requirements at the rebery, its storage capacity, the 
types of ships that will be calling at that particular jetty, the 
pumping rate of the sw that are calling at the jetty. It may 
vary from 2.5 to 3 milton tonnes or 8 million tonnes depend- 
ing upon their requirement". 

From the published documents relating to the Calcutta/Haldia Port, the 
Committee find that the trafk projections in respect of P.O.L. at Haldia 
Docks for the Fifth Five Year Plan were put at- 

Year Anticipated traffic) Remarks 
(in million tonnes) 

1975-76 . . . . . 2 .5  (As stated , a.bove, the 
actual mata~altsation was 
2 .I7 million tonnes). 

1976-77 4 s o 5  - 
1977-78 4 -20 - 
1978-79 . . 4 -70 - 

5.7. The position has, however, since changed and the future projec- 
tions of oil traffic at Haldia are 3 million tonnes by 1980-81. The position 
in this regard thus described during evidence by the representative of the 
Ministry of Petroleum : 

". . . .towards the mid& of 1965, a refinery of 2.5 mls. tonnes 
capacity was planned at Haldia. Construction of this started 
towards the end of 1972, but there was delay of 2 years. It 
was ready for commissioning only in December, 1974. Traffic 
forecast for Haldia was then based on supply of 2.5 mil. tonnes 
of crude to this refinery plus some movement of refined pro- 
ducts. The third stage was in 1972 when two other factors 
were taken into account in revising the forecasts. One was 
the possibility of moving crude from Haldia to Barauni because 
it was then felt that Assam crude supplies would not bc ade- 
quate to meet Barauni's r e q h e m s .  Sscoadly, it was anti- 
ci atcd that W i a  mill uttimatt1y have to be expanded by 
1 %!' 77-78 to 3.5 miL taanaa capacity. Thus in 1972 traffic 
foncart was given on the basis of these facton. 

Tbesc last two expectations have not materialid as a result of the 
oil crisis. Because of increased crude production frcnn Assam 
fields, cmdc movcmcnt from Hsldia to Barauai refinery has 
now stopped d is mot aow d p a t c d  anymore. Expansion 
of Haldia Refiaery has dso not matdaliscd because of the 
reduced demand particularly L the a t e r n  sectw after the oil 
cribs. 

Fialdia Refinery's present capacity is of 2.5 m a o n  tonnes. And 
we expect thc rota1 oil traffic at thc Haldia berth to go up to 



3 million tonnes by 1980-81. Apart from the crude for the 
refinery we also have to move some refined products into the 
Calcutta area to rnht the demands of that area. Se, we 
e x y t  the traffic to go up by 1980-81 to the level of three. 
mi Ion tomes per annum." 

5.8 The Committee 'made tbat the eontracI *for construction of riverside 
oil jetty at HPldia wae awarded to the Yugoslav firm (Ivam Mubrtimvic- 
PIM) after bri down, though negotiations, the price of theii tender 
from Rs. ~3.7% to Rs. 139.76 lam foreign exchange 60%), which 
was lower than the ders of tbe other two tenderers m d e  in conformity to 
the techdcal requirements of t&e work. Tbe firm was also given sdssidy by 
way of cheap electricity, tbe total vaLr of which was Rs. 5 l a b .  How- 
ever, an important Eactor, m e l y  the foreign excbange element of the price 
of tbe oontract of M / s  Ivaa Milutilsovic-PIM being 60%, as qphd only 
15% in the case of mother tenderer (MIS. Hochtief-modern essen) does net 
sean b baw beea given tbe consideration while awarding the contract. It 
rrppears tbd more w-tpge was given to the fact thet the firm Beloaged 
to a couMry with which oar country had a trade and payments agreemeat. 

The Committee -st th.1 standing iostnrdions may be issued tbat 
while awuding contracts of this dimeasion, among other things, considern- 
ti- sbollld inMtiaMy Pbo be @en to the component of foreign exchange 
tlW woupdl , h v e  to be eq#nded. 

5.9 In regard to tbe tdBc at the oil Jetty, the Committee find that the 
actual lDatertalleation in 1975-76 was only 2.17 million tonnes as against 
the erpsctation of 2.5 million tomes for that year. So Ear as future projec- 
tions am concerned, it is dbdudhg to note that as stgaiwA the earlier expc- 
tation of 4.7 miUllan toancr; for 1978-79, it is no expected, ns st- by the z!r- tative of the Ministry of Petroleum during evidence, thnt the traffic 

tzo np to the level of 3 million tonnes per wimr ody (the qopnhun on 
wbkb the ecoDomlP viability waci based) by 1980-81. While noting tbpt the 
capacity d tbe oil jetty provided at Hal& is related b tbe size of ships cab 
l i q  at the jetty, the pumping rate of those ship, and reqoErPmentp/sto~ 
rspsdty of tBe Rdhsy, the Committee wouId stnss tbet here shwM be 
0 dnua d b d i o n  d tbe fac i lh j  created at heavy cepitd exp- at L dia for h ~ s d ~ i q  of POL hrffic. 



IMPORTANT WORKS OF THE PROJECT 

(1) Civil Construction work 
A irdit Paragraph 

6.1. Tenders were invited in July 1966 for civil construction work of 
the lock entrance. lead-in-jetty and berths in the impounded dock basin. 
The tenders were received in December 1966. Civil construction work of 
all these was allotted to 'B' in August 1967 for Rs. 16.69 crores, sublect to 
variatmn under the escalation clause etc. Civil construction work of 
the lock entrance was to bc completed in 45 months, i.e. by May 1972. 

Before. however, 'B' could start work on the lock entrance, the Port 
Trust was to get an earthen bund constructed between the river and the 
site of work, to protect the latter from river water. Tenders were invited 
for this work in November 1965. The tenders were opened in December 
1965 and work orders were issued in March 1966 on 'X' for completion of 
one portion of the bund by October 1966, and in May 1966 on 'Y' 
for another portion to be completed by September 1966. Total cost of 
construction of the bund was a b u t  Rs. 8 lakhs. The bund was completed 
in all respects on 22nd January 1968. As a result, 'B' could start work on 
the lock entrance only in January 1968. In December 1971. 'B' pointed 
out that the earthen dam was not sufficient to protect the site of the work. 
Another protective coffer dam made of sheet piles was constructed in mid 
1973 at a cost of about Rs. 23 lakhs. The Port Trust stated (September 
1975) that in the outer camber "the face of which is very much close to  
the river. the sheet pile coffer dam for the portion was necessary, as suffi- 
cient safe gradlent required as safe slope for deep excavation in the area 
could not be ensured for lack of space. The coffer dam was, therefore, 
constructed with the opinion of the consultants". 

When tenders for the civil construction work of the lock entrance, 
lead-in-jetty and the berths wcre called in July 1966. only preliminary 
drawinp were ready iust to give an idea of the nature of the work: they 
were not based on detailed design m k .  T h e  dctailcd dcqign wnrk was 
done after the notice inviting tenders was issued (July 1966). Final work- 
ing drawinp wcre issued n s  the work proyre5sed. According to the final 
drawing<. the work had bccomc more complex and time consumil~g as 
compared to the tender drawings, particularly because of - 

(a) the size and details d construction of the culverts r~~nning alonc 
thc two walls of the entrance lock with its intricately Jnaped 
inlets and outlet5 decided in July 1969 after model tests at thc 
Central Water and Power Research Station, Poona. 

(b)  the complicated and precision work necessary in the foundation 
for installation of radial p t c s  and pen stocks, and 

(c) provision of five huge 90 feetx36 feet monoliths at the two 
ends of the lock entrance found necessary because of changes 
in the designs of the lock culverts. 
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Besides, subsequent to acceptance of the tender when the contractor 
was about to commence work, it was decided (early 1968) to increase 
the length of the Iock entrance by 48 feet width by 5 feet and depth by 
2 feet. The increased de th of the lock by 2 feet involved sinking of all 
the sixtysix monopoliths cf' eeper by 2 feet. Because of these changes 'B' 
pointed out in April 1971 that "the actual work being carried out is entirely 
different and much more intricate and complicated compared to the 
drawings given to us at  the time of tender" and also complained to the 
Port Trust that "the final drawings and instructions from your end were 
not forthcoming and there were considerable delays at  every stage". "B" 
also statcd that the time for completion of the work should be extended 
minimum up to December 1974 and that too subject to the conditions 
itrrrr d r i c  that ( i )  no further alternations would be made in the drawings 
which had already bcen given to it, (ii)  other drawings necessary would 
be given to it immediately and (iii) it would be allowed to d o  dewatering 
constantly. The Port Trust stated (September 1975) that the tender 
drawings "as is usual in such contracts envisaged general arrangements in 
;tn ovcrail mailncr based on the designed specification and data. Dttailed 
working drawings for stage to stage work in the required sequence of work 
nccess~rily a1 c prepared in the course of execution of the related stages of 
the work". 

Whcn the tendcr committee had considered the tenders for construction 
of thc I (xk  entrance. it had assumed that, as the soil, was impervious, the cost 
of dc-watcr~ng would bc neglig'ble. The cost of de-watering necessary for 
thc wmk was fixcd at Rs. 1 .SO per horse-power hour of pumping. A. 
poiil!cd out by 'U' in April 1971, while executing the work constant dc- 
waicr-11s waq nc:cs\ary to keep water pressure in the water bearing 
<traia t*clow the floor level of the entrance lock. which was aim the 
founding strata for the monoliths at a safe l e d  in a stabilisized state 
during thc operations. 'B' also pointed out that work had slowed down in 
wmc area\ whcrc dc-watering was not done. It was eventually decided 
in Ocrohcr 1971 hy the Port Trust in consultation with its consultants and 
compan! 'C'. and :~ftcr extensive investigation and experiments, that deep 
tuhewt.11~ should be wnk all-round the lock entrance 20 feet to 40 feet 
apart for pumping round-the-clock. t o  keep the water pressure to  the 
desired Icvel so that work could proceed safely in the excavated area. For  
round-the-clock pumping. provision had to be made for stand-by power. 
pumping set\. tubcwclls ctc. In Decemhcr 1971. 'B' pointed out that 
tlc-watering :)lone would retard thc progress of work bv about 3 years. 
Apart from the delay. this involved expenditure of Rs. 23.24 lakhs on 
installation of pumps, while dc-waterin? expenses were about Rs. 4 crores 
up to March 1975. The Port Trust stated (September 1975) that "prior 
to iwuc of tender documcnts. soil investigation hv preliminary hnrings at 
places sclectcd at r:lndom was cnrried out. Such inve.;tigntion waq aeain 
confirmt4 thrmrh confirrn;~torv h o r i n ~  hcfnre and after commencement of 
thc work. Such initial investigation failed to establish anv advcme wb- 
soil condition till the work had p r o p s s e d  substantially when o3ly such 
condition revealed itself." 

The portion of thc floor t h r o u ~ h  which each caisson gate will move in 
and out of its camber (resting place) is to bc lined with mnchinable iron 
cnstinrrs of special composition. The sides of the two walls of the lock 
cntrnnce where the pate will remain fixed when in owration. for stopping. 
water from entering the lock entrance or  p i n g  out of it. arc also to be 



lined with such iron castings of special composition. Such linings with 
hm c~s thgs  of special coragosition make the movements of the gates 
smoorir and prevcnt seepage of water. Fixing of the iron castings is a 
high precision work. Such iron castings patented by a foreign company 
are called mechanite castings and are manufactured in India by Company 
'D' holding licence for producing the castings under the brand name. OF 
.& 2.115 castings necessary, drawings for 1,983 castings were received 
from the consultants in the middle of 1968. Orders were placed by '3' 
with the approval of the Port Trust, on company 'D' in May 1969 for 
1,533 castings for supply by October 1970. In this order there was no 
stipulation for inspection of the castings by Lloyds. When subsequently in 
October 1969 company 'D' was told by 'B', at the instance of the Port 
Trust, that the castings would have to be got inspected by Lloyds, it refused 
(October 1969) to produce such certificate without extra payment. The 
order was, therefore, cancelled in May 1970. Fresh orders were placed 
by 'B' on another company 'E' in November 1969 for 450 castings and in 
June I970 for 1,533 more castings. 'E' did not havc licencc to produc: 
;he casungs under the brand name, but the Port Trust expectcd thzt Lherc 
would be no difficulty in getting mechanite type castings from 'E' according 
to specifications. In the order placed in June 1970 no specific date of 
completion was mentioned. The drawings for the remaining 132 castings 
were received from the consultants by the end of 1973 and orders were 
placed for these castings on 'E' in January 1974. Out of 2.1 IS mechanite 
castings required, only 1,803 had been despatched to site till the end of 
July 1975. 

According to tbe progress report of the project as on 1st August 1975 
prepared by the Port Trust, civil construction work of the entrance lock 
-was expected to be completed by the end of September 1975. 

[Paragraph 33 of the Report of the Comptrpllw and Auditor General of India for 
the year 1974-75-Union Government (Civil-Pp. 120-123.1 

6.2. The Audit paragraph refers to the civil construction works of 
t k  lock entrance, lead-in-jetty and berths in the impounded dock basin. 
'The tenders for these works, were called in July 1966 when only preliminary 
drawings were ready to give an idea of the nature of the work. The detailed 
design work was done after the notice, inviting the tenders, was issued in 
July 1966. 

The contract was awarded to Hindustan Construction Co any Limited 
(fim 'B') in August 1967 and was to he completed by May "f 972. How- 

.ever, due to subsequent changes in the desi s, viz. change in size of cul- 
verts, provision of five huge monoliths (sta f ilisers for walls), complicated 
qnd precision work necessary in the foundation fgr installation of radial 
gates and pen stocks, increase in the length of dock entrance, etc., the 
contractor claimed that there had bcen major changes and that the actual 
work to be camed out was entirely different and much more intricate and 
complicated as compared to the drawings given to him at the time of the 
tender. Accordin y, the contractor wanted that the time for completion 
of the work sbovl !!' be extended up to December 1974. 

The Committee were informed in June 1976, that the under-water works 
d the entrance lock were completed and the lock t)ooded on 26-3-1976. 



6.3. During evidence the Chairman, Calcutta Port Trust has stated 
that "it is xot true to State that lock en- work was changed considera- 
bly from the tender drawings. The basic design and tbe wnstructional 
feature remained unaltered even toda ." The Chairman, Calcutta Port Z Trust further stated during evidence t at "the changes took place only in 
two items, the culvert and the changes due to the length and the deepening 
of the lock entrance. In no other respect we changed the drawings or the 
structure." 

Asked whether it was not possible to foresee the above-mentioned twa 
changes and incorporate the s?me in the original design, the Transport 
Secretary has stated during evidence : 

". . . .One item is based on the results obtained by the test in the 
Poona Institute. These tests generally take time. This could 
not be completed by the time me tenders were awarded. The 
second point about these changes is in the measurement of the 
lock entrance itself to provide for ships with the larger draught. 
As I explained in the beginning, they found that the depth in 
the river was such that they could provide for higher draught 
ships. Therefore, in order to cope with the lock entrance in 
the dock, the draught was put on an equal level with the 
river. This was the design. This is also a discovery that was 
made at a later point. This also could not be anticipated." 

(. 4. Ct,ail.man, Calcutta Port Trust, has in evidence clarified the 
position thus : 

"We have been invcsti ating the river through the assistance of the 
Poona Research &ation. Now, of course, the Calcutta Po* 
have also their own research facilities as far as the river is  
concerned. The river research is a continuous process. The 
actual behaviour of the estuary and the river was taken up  
when the Farakka Barriage project was decided upon and 
construction started. With the Farakka Barrage project cons- 

. truction starting, it gave us a new impetus, a new thought, as 
to what will be the situation. Those researches took a 
few years and the hydraulic experts at Poona and in the 
Calcutta Port came to a conclusion, in 1967 or 1968, that 
there was a great possibility of improvement in the estuary 
further. 

It was purely an ind' nous dfort We did not depend on or ask '$ for the opinion o the Consulting Engineers. It was purely an 
internal matter. When we were told by both Poona and our 
own hydraulic experts that there was a possibility of deepening 
the river entrance channel to Haldia, then we decided how far 
it can be deepened and tixed the new norms. But by that time, 
unfmtunately, the contract with the HCC was already settled 
Taut was in August 1967. We came to this conclusion toward.; 
thc carly part of 1968. That is as far as the draft a conc?rned. 

With regard to the question of lock entmnce, it is not at all e s i b l e  
to* have a model test carried out until and unless the design 
in all its respects is complete. Poona Research !%ation cannot 
built a model of the lock entrance unless they are Vven the 
entire design oQ the lock entrance. The lock entrance could 



only be designed in all its respects when the contract has been 
settled, when the outlines have been settled, and the designers 
start designing the lock entrance. After the designers have 
designed the lock entrance and the contractors have started the 

rcliminary work then only we can approach Poona Kcscarch 
gtatiun saying. 

'Here is n design. Can you make a model of this ? We want i t  to 
be tested'. Then, thcp started making the entire rnodcl of 
the lock cntrancc true to the scale ns it should bc and they 
made all the experimcnts, the effect of the culverts on a ship, 
ctc. and then they gave us the conclusions on what ~llould be 
done and wc did accordingly." 

6.5. The Audit paragraph also mentions about the conlplalnt of thc 
contractor that the final drawings and instructions from the sidc of the 
Port Tri~st were not forthcoming and that therc was considerable dclays at 
every stage. The representativc of the Port Tru\t ha\, h o u ~ \ ~ ~ r .  tic~iicd 
during evidence that therc was any major dclaq bccausc' of '~n;  dl'laj i n  
the supply to the contractor of detailed drawings in time. Thc rcptT.cnt,~t~vc 
of the Port Trust has claimed that at cvery stage of worh the dr,,\c~n;i \wrc 
supplied and that thc drawing\ wcrc naturally made a\ tllc : , tvk  conti- 
nued. 

6.6. From the material made available to them, the Committee come to 
the iwscapable conclusion that the Port Tml Authoriti-.b did nltt hc\tow the 
proper care and attention whicb ttre? should have in the planning of designs 
before awarding the contract for civil construction work of the lock enfrnnce, 
lead-ibjetty and berths in the impuunted dock Imin of flaldia. .\ccording 
to the datement of tbe Chairman, Calcutta Port Trust, i~nestigations into the 
behavim of the river Hoogly have been going on for a long prrittd \incc 
river research is n continuous prtsew. The Commitlee, thcreforc. f:til t o  
uqderstand wby necessary tests o d d  not be conducted bj  the Calcutta Port 
Trust or dre Poona Research Statiun before thc award of the contract to tlrr 
Ilindustan Construction Ltd. in  August 1967. The Port TWY Authc~ritic.\ 
shtwrld have undertaken aU the nccesssry tM4 g c m n r .  to the wcbrL of thi\ 
mwtude.  As a result of tbe dilatory procewes involved in gr.ttin~ !,.rhnical 
clearance for the project. tbere has k e n  not only undue deb in thv co.nple- 
tion of the civil construction works hut also ewalatio'.~ o f  thc ro\t\. ' l ' h ~  
Committee are net happv over the fact that the Port Trwt  Authoritick inditead 
ok ~ e p t i n g  the Audit point have sought to justif! the clela?, which, in thc 
opinion of the Committee, is w h d v  uncsll~d lor .  The C'ornrnittv \\r odd. 
therefore, urge that the matter &odd be looked info in greater detail with a 
view to fix responsibilii? Inr the lapse?. Further, prcrcedures should hc drawn 
up for workin9 nut the detmih of the operations well before the a v m l  of 
contracts of thi9 nature. There should proper ccmrdi tation :r:riibl!! thi* 
different authmitie~ as to obviate delay\ in the cxec~rtion of the vorks. 

(b) Earthen Rund/Coffer Dam 
6.7. The Audit paragraph a l w  mentions about the nccc\4ts for con\- 

truction of an Earthen Hund between the river and thc 4tc of thc work, 
k f o r e  the contractor could start work on thc Inch cntrancc sv ;lc, to protect 
the site of the work from the rivcr water. T w o  importiint points have h e n  

in connection with the construction of the said bund, namely : 
t i )  the construction of the bund, at a cost of Rs. 8 lakhs was due 

to be completed by October 1966. hut it was actually conipletcd 
on 22-1-1968. As a result of this delay, the commcncc- 



ment of the work of lock entrance which was due to be started 
by the contractor in August, 1967 was also delayed to January, 
1968; 

, ( i i )  in December, 1971 the contrator himself had to point out 
that the Earthen Bund was insufficient to protect the site of 
the work, and as a result another Coffer Dam had to be put up 
in May, 1973 at a cost of K5. 23 lakhs. 

6.8. So far as thc delay in completion of the bund is concerned, the 
zeprcsentativc of the Ministry has stated in evidence as follows : 

'They were asked to commence the work on the lock bund so as to 
prevent the water from finding its way to the construction area. 
Such a work involvcd construction of a bund and isolating that 
area from thc rivcr side. From March onwards till almost 
Septcmbes, it is vcry difficult to work in that part of the area. 
Thcrc are heavy wings-heavy cyclonic weather conditions 
from that pcriod. So, the contractor really started the work 
in Octobcr 1900-not in ,March or May. They could 
start the work in Octobc*~.. l W h  and in April there u.;I\ a1101her 
cyclone weathcr and. as a result. a part of the bund was breach- 
ed. In April. 1907 thi, h r exh  \h-a\ rcpaircd. Uut. q a i n  h! 
aboui Sc tcmhcr, 1967. :IS thcrc was another c;clo;~c ucathcr-. 
wc coulc f really complete the work thereafter only. From 
Oclobcr \re took two t o  three months to strcngthcn this becausc 
i t  was vcr). important that before we started the work. 
\kc must he hurc that this hund N : I ~  in order. The Hindustan 
(. on;..rirction was riwarilcd th,: contriict in :\ugu\t. i3!\'. The> 
I t o  h e  or I m i  i n  to establish the site 
organisation and so thcri: wah rcall} n o  apprcciahlc delay in 
starting the work because of this bund." 

"This carthcn dam tvos built to protcct the area and t ~ l  isolate i t  
from the rivcr and i t  did [!>at function admirably well and i:; 
rhc cight yc;trs or 50. not a single time, any such ctwp1:lint h;tci 
I n -n  brought to the noticc in spitt- uf so n1:111!. T!.cI~~IIc>. S..). 
the story of cvtfcr dam is tliffercnt. Its construction \ v x  neccs- 
u r y  bccuuse of the fact that as the mouth of the lock 
cntr:incc the rivcr was \cf i  c-low ant1 st) \rc wanted 1,) c?;c;ivntc' 
70 fcct hclow the grt\und Ic\,cl. 1'~) cuCa\.;itc in nn  ripen w a \ .  
i t  u.ot~lil havc required another spec of 400 fcct which is n\\t 
so closc to thc river n~iwtli of thc 1~c.h cntrirnx. 2nd which wc 
could not get. The hund and this mouth of the cntrnncc \\.:I. 
close together and ncithcr could hund hc shiftcd nor alipcd 
differently. Therefore. this construction \vnz nccesqity." 

"The protcxtive hund encloscs a very large area and protects that 
complete itrca from the river. Tt covers the complete outer 



face of lock entrance and also protects the basin from the 
river water. If this protective bund is not there then the 
whole basin which is now kept at a fixed water level with the 
help of the lock will become tidal. With this protected area, 
the whole of the lock entrance was to be constructed. If we 
keep this very wide then the bund has to go into deeper water 
and the cost becomes more. It may also lead to crosion and 
siltation. Therefore, we want to keep the b u d  as close t a  
the bank but at the same time enclose as much area as pos- 
sible. 

The coffer dam is also nothing else but a protective bund. It can 
be earthen coffer dam or a sheet pile coffer dam. It is a name 
given to protective work which is meant for isolating an area 
from water. Thc outer camber side of the lock is nearest to  
the river. For its protection the earthen bund had to be taken 
far into the river thus encroaching on the river region. T o  
keep the size of the bund small, we tried to  use sheet piles." 

6.10. Claiming that the construction of the dam did not contribute to 
delay from the point of view of the Project, the Chairman, Calcutta Port 
Trust, has stated in evidence : 

" . . .This particular construction of the dam did not contribute to 
the delay from the point of view of the project, the reason 
being that this coffer dam was only needed when we reached a 
stage of doing the flooring work of the outer camber. 
Hindustan Construction were not ready till 1972-73 season for 
this work and, therefore, we did not do it before. We were 
prepared for it. We took the steps and the decision that it 
was necessary. So, we waited for the time when the flooring 
of the outer camber would be done and when Hindustan 
Construction were ready to do the job we asked them to do 
the coffer dam." 

6.1 1. As to the need for the Coffer Dam. it was also stated in evidence 
by the Development Adviser (Ports) that if the soil had been normal as 
originally envisaged and if the soil had behaved in the way it was oriffinally 
expected to behave, there was no necessity for a coffer dam. Explaining 
the need for the Coffer Dam, the Development Adviser has added : 

". . . .Coffer dam came in because it was realised that at the level 
of minus-90 or minus-96 where the foundations of these mono- 
liths were laid, there was a perched water table or artesian 
condition which was putting upward pressures over the site; 
and it was felt that there was a likelihood of that soil burstmg. 
If there had been an open excavation, there would have been 
a problem. There was need for taking certain measures to 
meet exigencies. So we had the coffer dam." 

6.12. The Committee find that there is a ktter on record written on the 
23 F.ebruary, 1972 bv the contractor (M/s. Hindustan Construction Com- 

y La.)  to the Ch i  Engineer of the Haldia Project in which it has 
E n  clearly stated that the cmsultinp engineers of the Project should have 
envisaged the relieving of the hydrostatic pressure in the m d v  strata near 
the wtcr camber much before the invitation of the tender. The letter epes 
on to stete that bdh these features were visualised bv the contractnr thern- 
selves and e v ~ n  after pointing out the same to the Project authorities, the 



Departmmt took months to decide thesc issues which rcsultcd in inordinate 
delays in wnstruction. 

The reproscntativc of the Project has, however, claimed during evidence 
that the above-mentioned letter was intended to pass on the contractor's 
responsibility to thc Project. He has claimed that it was the contractor's 
duty to communicate as to how they would do the work and the schemc 
they had in their view. 

6.13. The decision to con&rud a coffer drun after it wa. found that the 
earthen dam was insufficient to potect the site of the work is another inst- 
ance of detective planning on the part of the Port Trust Authorities. A\ 
pointed out by Audit, the cantractor himself had to point out in Decen~ber, 
1971 about tbe inadequacy of the earthen dam to protect the site area. 
\ W e  the Port TNst Autbor'ities have admitted that the c~nstructSon of the 
cdfer dPm was necessary %ecause of the fact that at the mouth oP the Iwk- 
enbrrnrce the river -9 very close and so we wanted to excavate 70 feet below 
the ground level", the argument advanced by thcm that the "Hindustan Con- 
struction were not ready till 1972-73 seasan for this work and, therefore, H e  
did not do it beforew, seem to be far-fetched. The Port Trust Authoritie. 
\hould have envisaged all the details of the work to be executed well before 
the award of the contrat. Dw to  Lack of coordination hetween the contractor 
oe tke one haad and the project authorities on the other, there was not onl! 
delay in the c o n m o m  but increase in the overall cos* ol the hund. As has 
heen pointed out by Audit, the &PT dam cost the exchequer an amount of 
kh. 23 lad&+. The Committee, therefore, cannot too stronglj emphssise the 
need for proper planning, prepration of proicct estimates will in time and 
coordimtim with Merent  authorities charged with the execution of the 
poject. 

(c) Defective sub-soil investigations 
6.13. '1'11~ Audit paragraph &o mcntions a b u t  thc sub-soil condition3 

h n  found to be different from the conditions (ti,-. impervious soil) 
that ad bcn assumed at the tirrlc of cons&rat~on qf t c n d e ~  for thc 
construction of the lock cntrancc. Tliis difference i n  soil conditions t\iis 
pcrintod out by thc contractor 'B' (MI'S. tiilldustan Corisuuction Cornpan! 
Limitd ) in April. 197 1 .  Further extcnsivc subsoil invatigaiions had 
I h c r d m  to lw dorlc.. as a rcsult of which dwp tube nclls ( 122 in number 
as per P r w  Kcpor~\)  had to Iw sunh at a dishncc of 20-40 fwt from each 
otllcx all-round t11c l irk cnirance, apart from pun~ping round thc clock. LO 
hdLy> thc wuttr presburc to thc desired lcvcl so that work could proceed 
safely in the cxcavatd ;trcii. 'Thc ccmtractor had pointcd out that thi3 
additional &--watering was likely to considerably retard die progress of work. 
It  also involved an additional expenditure o f  Rs. 23.24 lrtlihs on installation 
or  pumps. the dc-watcring cxpenscs hcing a b u t  Rs. 4 crorcs up to Varc4i. 
1975. 

6.15. In  the tvrittcn infor~iiation furnish& to tlic Comniittcc. it ha4 
lxcn Mated that the sub-soil investigations wcrv carricd out in two stag~s- 
first in 1960-61 at a cost of Rs. 1.88 Iakhs and again in 1963 bv niskinr 
additional bores. iit ii cost of Rs. 4.39 laklis. On both occasions, the w n i l  
was mtrustcci tt? M/s Cen~entrition Cotnpi~nv on 11ic basi\ of coni~etiti\c 
global Ccndcring. Nine bore holcs wcrc actunllv sunk ; r g ~ r n ~ t  the first con- 
tract and 12 bore holes apiinst the second Thc u ~ p c  of w i d  ~tipulatcd 
in the tenders were meant to find adcquiitc inforrnntiou on thc cn~inccring 
p~omrties of the  w i l  for the purwsc of plunninc .rnd dcsigninr the stntcturcs. 
I t  bas been added that thc rreport of MI4 Cementation onip;in\r contained 
5- -'Rf 8 T55177 



dl the data aslicd for, but it did not fully reveal and bring out those hydrau- 
lic characteristics of the sub-soil which later on gavc rise to the construc- 
tional difficulties associated with the features of the lock structures and 
Lhe open deep excavation to 50 ft. below Haldia datum for constructing 
the sliding ways, etc. and the report was not up to the mark to that extent. 
A Committee appointed in August, 1971, under the Chairmanship of the 
then Development Adviser (Ports) in thc Ministry of Shipping and Trans- 
port, had expressed the following opinions on the report of M/s. Cernenta- 
tion Co : 

"The Committee would like to rccord that at the conceptual stagc 
the seriousness of the hydraulic problem was not fully reveal- 
ed. It was on the basis of the then available data that designs 
were prepared. With more data becoming available either 
during the confirmatory ~nonolith borings or later during the 
actual sinking of the monoliths, the gravity of the problem was 
fully appreciated." 

The abovementioned Committee, however, did not find any gross iu- 
adequacy in the report, so as to  warrant any action against the firm. 

6.16. During evidence, the Chairman, Calcutta Port Trust has 
admitted : 

"Looking into the project and thc technical problems that we have 
encountered I think I should admit that thc Ccmentatim 
Company's analysis work in 1964 was not up to the mark. 
That means that they did not analyse to the extent of guiding 
us about the pitfalls that we eventually came across." 

6.17. Tbe Committee are unhappy that adequate subsoil investigations 
lor deep work had not been apparently done before beginning the woilt of 
look entrence. As pointed oat in the Audit paragraph the rate fo r  de-watering 
nemssary for tbe work wag fired at Rs. 1.50 per horse power hour of pump 
ialp: id the time of cnn4derinq the tenden for the constructions of the low 
entrance on the assumption that the soil was impervious, In tbe opinion of 
the Committee tbis waq obviouslv a very rn- and ready method ot a s s  
rri-tg tbe difficnlties af the situation. No adequate attention was vaid to the 
matter. The Committee waold have exwcted that knowing the nature of the 
ruea and the river bed, both the Port Aotborities and their Conwltmts sbodd 
have made a pwspective planning which ulfortunately thev did not do. Tbc 
Committee are cwshahed to note that it was the conhactor who had to 
d i m w  and point out tbe s u b d l  conditiom, wbicb in Pact was the mpor- 
militv of the Port lkud to do. 

6.18. The Committee need h d l v  remind (he Minktrv that M/a Ce- 
mewtation Comoomv, to whom the work of mil isvestkatbns wag awarded, 
bare a J d v  come in for adverse notice of the Committee in the case d 
their performance on soil malvfik work at Naval DockMard, Born- d 
agah at  Mwmgat, Port.* The Committee feel that there b need for R 
dcta17ed review i~ regard to the perfamanee of tbis campsnv in the variclar ~~ of s d l  a-alyGq work awsrded to them from h e  to tkne bv the 
Glwerrmmt af India. rite c a d t v  and caaabilhim of thir firm seoald k 
taken into accrl~ftt before awardinoc mv f w t k  contracts to them. 
*Sn 230th R m r t  of PAC-Fifth Lok Sabha-P. 85. 



(d) MeasnHe castings 

6.19. The Audit paragraph refers to the manufacture and fitting of 
some machinable iron castings of special composition (known as Mehanit8 
Castings) in the camber (resting place) and m the sides of the two walb 
of the lock entrance where the gate will remain bed when in operation, for 
stopping water from entering the lock entrance or going out of it. The order 
for these castings was placed on firm 'D' (M/s. Binnys Engineering Co.) 
by the contracter (firm 'B'-M/s. Hindustan Construction Company Ltd.) 
with the approval of the Port Trust, in May 1969 for supply by October 
1970, without stipulation for inspection of castings of Lloyds. Ultimately 
in May 1970, the order had to be cancelled as the firm 'D' had refused in 
October 1969 to subject their product to inspection by experts (M/s. Lloyds) 
which inspection was considered absolutely necessary in view of the h- 
portant function of the castings. In June 1970, the contract had to be 
awarded to another lim (firm '%Bird & Co.) who had no licence for 
producin the castings. This change or order meant an additional expendi- 
ture of a %o ut Rs. 1.80 lakhs. Unfortunately there were difficulties even with 
Bird & Company in respect of the supply of these castings, as a result of 
which the Project was badly delayed. Asked as to why no stipulation was 
made about the inspection by Lloyds in the orders placed on firm 'D', the 
Ministry have stated in a written note furnished to the Committee that the 
specification for quality, grade and workmanship for the castings were 
clearly laid down and it was implicit that the buyer, i.e. the Port Trust would 
satisfy themselves that the plates manufactured by the contractor would con- 
form to the specification stipulated in the order. The Ministry have further 
stated that the name of the authority who would be responsible for inspec- 
tion is normally not stated in the orders or in the specification and that this 
was a ease where the main contractor (M/s. Hindustan Construction Co. 
Ltd.) had placed an order on the subcontractor (firm 'W) and all tho 
stipulations of the main contract were applicable. 

6.20. The Ministry have contended that the agency to be employed 
for inspection and supervision is purely the business of the Calcutta Port 
Trust and no concern of the contractor, particularly so because the cost d 
inspection by LIoyds was to be borne by the Calcutta Port Trust themselves. 
In view of this position, the Ministry could not accept any enhanccment in 

ice which was demanded by M/s. Binnys if Lloyds inspection was imrmed. 
E/s.  Binny Endneering Works Co. had also stated that there would be 
delay in the supply of castings in case of inspection by Lloyds. and, therefore, 
the main contractor (MIS. Hindustan Constructinn Co.) were advised to 
oancel their order on Bimys. 

Asked as to why no specific date tor supplying of cst ing was mentioned 
in the order placed on Birds in June 1970, the Chairman, Calcutta Pod  
Trust has stated during evidence : 

"Bird & Co. did mention specific dates. Thev were to supply 90 
metric tonnes per month. This is after 8 weeks commencing 
a?d there was snecific date eivcn by the firm. Everything war 
completed by February 1976." 

The Chairman. Calcuttn Port Tmst has, however, admitted that the113 
were diffcuties with the Bird & Co. also in kupplv of the castings, whicb 
very badly delayed the execution of the Pmjtct. He stated : 



"It is a fact that the project had been very badly delayed, particularly 
during the course of the last 18 months, due to difficulties that 
we faced with Bird & Co. in respect of the supply of a little 
over 2,000 castings which were to be machined under predsion 
tolerzlnces. Bud & Co. could not keep to their denvery sche- 
dule. But, however, they were ready with the castingk-wme 
in 1973. some in 1974 and also a small number thereafter. 
But the main bottleneck that was faced by Bird & Co. was 
how to get these castings tnachined, and to the 
tolenu~ces that we demanded. As already mentioned 
. . . all these castings were under thorough inspection. not 
only b} our own inspector, but by Uoyds. Bird & Co. were 
not in a position to machine all of them and to deliver them 
in time, because they had only very few suitable machines. 
which could do these particular castings, in their own work- 
shops They did utilise these machines in their workshop on 
the basis of 3 shifts. The first problem faced in their work- 
shops was there due to power rationng; and they had to closc 
down for two days a week. That was overcame because of the 
fact that we approached the State Government and the State 
Government did allow Bird bi Co. to work on l l a l d ~ a  M c h  
Project even on tbosc two days which were supposed to  be 
closed for power rationing. But the number of castings was 
so large that they had to be distributed; and they were distri- 
buted for machining purposes to as many as 9 or 10 firms 
new about Calcutta right up to Durgapur. For tbese as-, 
we also approached such firms as the Heavy Engineering 
Corporation at Ranchi. After taking all these steps, all the 
firms were engaged. about 10 of them, in machining; hut still 
we faced delay, because of heavy rejection. Our inspections of 
these castings were rather heavy and precise; and Lloyds would 
not accept any deviation and therefore very often thc numbcr 
passed was something like 25% to 33% and the rest were 
rejected. These were the primary reasons. Every time it was 
discussed at the steering committee, Bird & Co's representatives 
at the highest level were brought before (he steering u m m i t k  
and they were asked to take all actions to expedite things. At 
various stages they did make promises. buf they could not keep 
them ." 

Asked as to whether there would have been any advantage in @p 
the castings from M/s. Binny's as compared to !heir procurement fmm 
M/s. Bird b. Co.. the Chairman, Calcutta Pon Trust stated : 

"I do not think so. because in remrd to machining. 1 am a M u t d y  
certain that Bimy's would have faced the same p r o b h .  I 
feel it i \  easier to get the machining facilities in C~lcutta ;Ireit 
than somewhere near Madras." 

The Committee also find that some of the castings brought by M/s. 
Bird & Ca. were found to nced some rsctification. The question w ~ s  dis- 
cussed at  the sitting of the stecriqg committee held on the Y 6 June 1976 
where the representative of M/s. Bird & Co. undertook to have the rcctifi- 
cation is stated to have becn comoleted bv the end of January 1976 and tbc 
castings were fixed bv main wn*Vactor (M/.i. Hindustan Constnlction Co. 
Ltd.) by the end cif February 1976. 



k2L Tbe wbde trarsacti01~8 reQtingZ to the award of coahatt h r  
lpecboaile castings, the subsequent cancellotion and its eventual farming omt 
to awtber party presents certain disquieting featme wbieb the Committee 
have noted with great concern. First, the conbact for ihe supply of c s t i q s  
w a s  p k e d  on firm 'V (M/s. B i ~ y  Eogineering: Co.) without specific i m p -  
sition of the cuadition Fegsnling itqecthrn by Lioyds.. Secondly, t f ~  con- 
t t a d  war cxancelled wben the firm declined to subject itself to Lloyds inspec- 
t*n Thirdiy, the same contract wme given to another firm 'E' W/s. Bird & 
0 . )  w b  had no liecrre to produce the casting and fewer facilities to get 
the casliqp machmcd. In this process not only was there an additional ex- 
pcr~ditwe to the tune ok Rr. 1.80 lakhq but there was also, as bas been 
dmiited by the Port Tmf Authoritic%, inordinate delay in the execution of 
the Pmject. &re was thus no benefit derived b y  the Project a u t h ~ r i l i e  in 
cance#i~~g the contract of M/s. Binny Engineering Compan~ and awarding 
the same to M/s. Bird & Compdny. The object bebind cancellation of the 
contruc-t o f  M/s. Biiny Engineering Company and awarding the same to 
M/s. Bird & Oompan~ Mac, Lully defeatcd which lewep no doubt that in53-d 
of stmighttiway cancelling the contract. the Port Trust Authoritkc should 
have persu;nled the firm, namely, M/s. Binny Kngineering Cbmpany, to irn- 
prcwe the quality of tbeir product and q r e e  to have inspection by Uokds on 
paynlent of wme additbnal a m m t .  'riff Committee trust that m dl future 
caws of c~ncellation of contmcts and their awanfinq to new contracts, the 
Calcutta Port M t  shail keep in view the technmal capabititk of the new 
cwdRctor and YatiYfv themselves fullv that the new contractor shall be able 
to execute the job setisktoriiy botb in ward to teftfnical requiremens wnl 
tiafly execution. 

(2) Radial Gates Rr Penstocks 

6.22. Tenders for fabrication and installation of 12 radial gates and 18 
penstocks wcre invited in March 1969. The tenders were opened in Maj 
1969. The offer (Rs. 17.47 lakhs) of 'F'. a public sector undertaking, was 
the lowest. 'The second lowest offer of 'G' was for Rs. 28.47 lakhs for 
completion o f  the work in ?5 months. A letter of intent was issued on 'F 
in October 1969 for supply and installation of the radial gates and penstocks 
by December 1970. Final order was issued in Juna 1970. 

The first set of drawings of radial gates prepared by 'F werc rectked 
by the Port Trust in May 1970. The consultants of the Port Trust. howver, 
did not find (June 1970) the drawing acceptable as they did not conform 
to the specifications indicated in the notice inviting tender. In July 1970. 
'F informed the Port Trust that the radial mites according to  revised draw- 
ings would cost Rs. 5.21 lakhs more and till this demand was accepted the 
work would not be Started 'F was assured in September 1970 by the Port 
Trust that its extra claim vould be recommended to Government, if justified. 
On 31 October approved in principle by the enpneers of the Port Tmt on 
22 December 1970. 

The first set of drawings for penstocks were submitted by 'F between 9 
January 1970 and 29 March 1970. These were also not acceptable to the 
consultiag engineem of the Port Trust. After seveml meetin@, on 29 
Jammy 1971, 'F submitted wlvibed rlrawinm which were a p p ~ v e d  in prio- 
ciple on 18 February 1971. Even a t  that stage detailed drawngs were not 



submitted by 'F'. As they delay in submitting the detailed drawings was 
gomg to affect progress of civil works, a series of reminders were issued to 
'F . Detailed drawings were thereafter received from 'F' on 27 May 197 1. 

On the bash of the drawings subsequently approved, 'F' demanded 
hipher prices. It was decided in inter-ministerial meetings held on 15 
January 1972 and 24 November 1973 that 'F' would be paid Rs. 44.96 
lrdrhs against its original quotation of Rs. 17.47 lakhs. 
z According to the progress report of the project as on 1 August 1975, 
the radial gates and the penstocks were expected to be completed by the 
ead of August 1975. 

--.-- 
[Paragraph 33 of the Report of the Comptroller and Auditor Generai 

of India for the year 1974-75, Union Government (Civil), 
pp. 123-1241. 

6.23. In the written information furnished to the Committee in June 
1976, it was clarified that the completion date of 'end of August 1975' r e  
ferred to in the Audit para, was in respect of under-water works of the 
flushing penstocks and 12 sections of radial valves. All works were com- 
pleted by June 1975, except 6 penstocks gates which were also completed 
by January 1976. 

The Committee have also been informed in a written note that the con- 
tract was awarded in favour of the Public Undertaking firm 'F' (M/s. 
Triveni Structurals Ltd.) because the firm had during discussions categori- 
cally stated that the work would be executed as per the Trustee's tender 
specifications and drawings, because their tender was the lowest and because, 
on inspections of their workshops, the Chief Mechanical Engineer and other 
Senior Engineers of the Port Trust were satisfied with the facilities avail- 
able and with the technical personnel of the firm having the requisite know- 
how and experiences of undertaking similar works of hydraulic structures 
abroad. 

6.24. In regard to the delay on the part of Messcrs Triveni Structurals 
Limited in submitting the revised drawings of penstocks (from March 1970 
to February 1971), the representative of the Department of Heavy Industry 
informed the Committee during evidence : 

"I would invite attention to the fact that Triveni Structurals wcrc in a 
nascent state in their operations. They had gone into operation 
only recently. They had to have close consultation w~th thek 
Austrian collsborator. After the requisite consultation they 

epared the design accordine to international standards. They 
ad to consult the foreim collaborator as thi~ was the firkt time R 

they were raking up a job of this nature." 

Asked whether the Departmmt of Heavy Industry knew about the delay 
d took any steps to have the matter expedited, the witness stated : 

"As far as the delay in the furnishing of detailed drawings is con- 
cerned, the matter was not in the knowledge ooPthe Ministry 04 
Heavy Industry." 

During evidence the Committee also desired to know the reasons far 
dday from the mpresentative d M/s. Triveni Structurals Ltd.. who has 
rtded in reply : 



''The drawings were required to be submitted for the various items 
required. Our Company gave the alternative designs on tb 
continental standards. That was permitted according to the 
tender do cum en+^. Tllese were not ~pmoved presumably be- 
cause the permissible stresses according to the U.K. standards 
did not conform to them. Therefore, there was continuous 
dialogue in getting these drawings passed. This was probably 
the first time that we were as a Company tendering for s TSti- cated radial gates and penstock gates. The delay was in exent 
in a situation of this nature in which we had to develop our 
experience and expertise." 

Asked whether the Ministry of Shipping and Transport or the Calcutta 
Port Trust had made any Mort to refer the matter to the Department of 
Heavy Industry when Triveni Structurals delayed the submission of drawings, 
the Development Adviser (Ports) informed the Committee during evidence : 

"As has bcen indicated by Triveni Structurals earlier, thip type of 
work was very difficult. Both sides were not sure of exact 
requirement and they were working it out as they went along. 
At one stage, both of them came to a halt. Then I was deputed 
from the Ministry of Transport. I went to Allahabad. We had 
a long meeting there. We met their consultpnts from abroad. 
I also met the General Manager and the Deputy Chief Engineer 
CPT and there on the spot we resolved most of the difficult 
problems that were put forward at that time. We agreed to 
certain drawings which were signed by both the parties on the 
spot. After that the fabrication the construction work started." 

4 

6.26. Summing up the position, the Secretary, Ministry of Shipping and 
Transport ha5 stated during evidence : 

"I can only say. it is rather unfortunate that there hiis been delay in 
a case like this. My friends of the Heavy Industry Ministry 
have explained the reasons why the delays have taken place. T 
do not think it is anybody's case that delays were desirable. 
But unfortunately that happened. We have tried. at every stage, 
to check up and get the things sorted out with the Ministry re- 
presentatives also. If you persue the proceedings of the steer- 
ing committee, every time, this question came up. we discussed 
it. Also, subsequently, at a certain shge. the Development Ad- 
viser went over to the factory to discusz with the local people 
and help in seeing that the problems pot sorted out. Some- 
times. those problems could not be sorted out. This was the 
first time that they were p i n g  into this kind of business. What- 
ever was possible was done. But unfortunately, delays have 
taken place." 

6.27. The Committee are ~urpdsed to Bnd thtlt while the Ministry of 
S h t p p i  .ad Transport b v e  categorically stated that one of the considem- 
lions for awarding the contract for radial gates and penstocks to M/s. Triveni 
ShrcCamls Ud. wrqp that tbe engineers of the Calcutta Port Trust were. on 
lsppedion, m~tiufied with the technical persannel of the firm and their having 
reqdsite Laowhow and experience d taking .hilar work of b y h u l k  strtKc 
ture .broild, the ~prcstmtativc of M/s. Triveni Shucturals and tbe Depart- 
Jnmt of Reavy Industry have stated that tbis was the first time tbe firm were 



takimg up a job of this nature.. According to tbc Ministry of shipping and 
Transport the firm b d  during discussions undertaken to execute the mas'* 
work in conklllllity with the Calcotts Port Trust tender specificatian to 
drmiqp. But later due to the c h i g e s  made in the drrmings, tbe a'. 
taking askcd for higher prices. At the inter-ministerial meetings held q e d  the 
15th January, 1972 and 24th November. 1973 it was finally decided tc b P Y  
the fin. an ~lnovnt  of Rq. 44% l a b  which was abed 21 tima the nq k s l ~ l  
of tbeir twiginal quoation of Ws. 17.47 l a b s  The Committee wouk . h me 
Covrenment to review the position and encinre that the Hddm pmject bY5is 
saddh?d with high capital cost as appear, to have happened m thls mfy &ance= 

6.28. The Conunitice are also unh:lpp,i t b t  no sa!isfoctc~.l\. ar mqe- 
rnents exist in rcspcct of ctnwdination bctwren the Minidries concen---.d for 
.sorting out the difficulties c a m i ~ q  in the wav of swrh public ~rndertaf~?%ng. in 
timely c ~ r n p l t h ~  of the w w k  alioitcci to thcn~. Thc fact thnt even ticlvie delay 
on tbe part of Ill 'h. 'rriveni Stn~ctumls Ltd. is furnishing n ? v i , d  I' l m w i ~  
of penstocks was not brought to the notice of the Deyartmmt dn f Heav?, 
Industry, is a pointer to the imperative necd O w  crtatiim of some 47:mrt of a 
standing arrangement wherennder all caws of diRculties expericn; &d b' 
public urutcrtaki:lgs. particularlv in clcnling with ersvntial work3 of ,re Wre pn)- 
jects like Ha1di.t. arc. hrlerf~t to the lnotict* 4' the administmfive ,,lmmistrics 
concerned for hcing resolved. 



(3) C h n  Gaks 

Audit Par'ugraph 

6.29. Each caisson gate is 24 feet wide, 141 feet and 6 inches long and 
0 1 feet and 71 inches high and need about 1,000 tonnes of steel. The gate a 
a hollow box-like structure having six horizontal decks. The caisson gates will 
be filled with water. They ard provided with inlet. and outlets for water 
for thc purposes of lloatalion, sinking and manoeuvrability. Normally. such 
caisson gales arc fabricated in ir horizontal po\i~iwn outsidc thc cntrance lock. 
I t  was, however, decided in the case of this project that the gates would be 
fabricated vertically in the respectivc cambers in the entrance lock.. Ten- 
ders werc called for in August 1968 for such vertical fabrication and the 
work was awarded to 'H' in Dcccmher 1968 (firm order was issued in May 
1969) at a cost of Rs. 1.44 crorcs. '1-he thrce gates were to  bc completed 
by January 197 1 .  For fabrication of thc p t c s ,  the cambers were to be 
made available to '11' by April 1970. July 1970, and October 1970 respecti- 
~ d y .  As mentioned earlier, civil works laggcd behirlcl thc schedule. As a 
rcsult the Port Trust realiscd in late 1970 that thc cambers would not be 
rcady for at least anothcr year. It was. thcrcforc. decided that the gates 
\hould be fabricated under horizontal method away from the entrance lock. 
'FI'  opposed (October 1970 )this as i t  \could necessitate complete replann- 
ing of its work entailing extra cxpcnditurc '14' also stated (April 1971) 
that it was not equipped to tow the gates ovcr the lagoon to the lock en- 
trance and uprighting thcm to vertical position for instiillation. After a 
heries of cliscussions, 'H' agreed in April 1971 to the revised method of fab 
rication but demanded Rs. 35.90 lakhs more. On the bank of the lagoon 
a site, at a distance of about 1.5 kilometres from the entrance lock, was 
made available to 'H' for fabrication of the three gates simultaneously. The 
due date for completion was fixed as September 1972. The Port Tnist 
:igreed (February 19741 to bear the additional expenditure in fabricating the 
gates in horizontal position away from the lock entrance and asked 'H' to  
;ippoint qudified naval architects for towing and uprighting the gates. The 
Port Trust stated (September 1975) that "desiminp of the scheme for floa- 
tation and model studies has already been undertaken and almost completed 
hy a qualified naval architect. The final work is vet to be undertaken. . . . 
(l-1)'s extra claim on this account for Rs. 35.90 lakhs is under negotiation". 

According to a review made by the Chief Engineer of the project in 
January 1973. 'H' had received by the middle of 1971 the bulk of the steel 
to commence work but it "went on putting one excuse or the other for not 
ctarting the work in right earnest. . . . . . ". 

According t o  the agreement, the stecl could be cleaned by sand blasting 
either before or after welding, the latter heine preferred. But the blast 
cleaned surface was t o  bc painted with primer within 3 hours d sand Mast- 
ing. Thc question whether sand blasting and painting would be done be- 
fore or after welding remained under consideration for quite sometime. In 
July 1972, 'H' agreed that painting after welding would be the best, but 
pointed out that it would affect nmpess  of work as the capacitv of its main 
factory at ano\her place (Durn Durn) for sand Wasting was 300 tonnes per 
month aminst fabrication reauirement of W/700 tonnes per month. The 
Port T n ~ r t  :tweed in Julv 1972 that steel in excess of 300 tonnes would be 
sand hl:~sted by 'H' at the site of the work and extra expenditure for that 
would be borne by the Port Trust. i n  December 1972 the Port Trust ameed 
to pay a lump sum amount of Rs. 5 lakhs for this purpose. The Port Trust 



stated (September 1975) that in the revised method of erection "the quan- 
tum of welding work at site considerably increased from what was envisaged 
in the vertical method of erection and hence preference had to be given to 
blast cleaning being done after fabrication at site assembly shop as was en- 
visaged in the contract specification". 

Against 1,000 tonnes of steel structurals for each gate, the progress of 
fabrication at the end of July, 1975 was as follows : 

Caisson gate for 

Outer Intermediate Inner 
camber camber cam& - 

(In tonnes) 
Materials fabricated and finally assembled on main 
stallageatsite . . . . . . 876 824 879 
Matuials finally welded . . . .  706 641 72 1 

-- -- . - -. -. . . 

[Paragraph 33 of the Report of the Comptroller and Auditor Genc- 
ral of India for the year 1974-75-Union Government (Civil) 
--pp. 124-1 261. 

6.30. The order for the caisson gates, to be constructed in vertical posi- 
tion inside cambers, was placed on M/s. Jessop and Company in May, 
1969, with completion date of January, 1971. The following three points 
emerge out of the subsequent developments mentioned in the Audit Para- 
grwh : 

( i )  change in the method of fabrication from "vertical position at 
place of fixture" to "horizontal position at a place about 1.5 
km away from the place of fixture and then towlng and upright- 
ing the gates at the place of fixture". This change resulted in 
additional cost; 

(ii) delay on the pan of Jessop & Co. in starting the fabrication 
work, resulting in extra expenditure due to escalation, and also 
having effect of delay on the completion of the project; and 

(iii) delay in deciding the question whether sand blasting and paint- 
ing of caisson gates should be done before or after welding. 

6.31. So far as the change in the method of fabrication is concerned, 
the representative of Jessop & Co. has stated in evidence that the delivery in 
1971 was contingent upon the cambcrs being made available by 1970. As 
stated in the Audit Paragraph, the position in May, 1970 was that the cam- 
bers would not be ready for at least another year. 

The Port Trust have attributed this delay to the late discovery of the 
sub-soil water table conditions. It was at the instance of the Port Trust 
thanselves that the method of fabrication was changed to horizontal position 
so that the work of the gates "could proceed simultaneously with substantial 
saving of time, as otherwi.se subsequent installation of the gatcs after com- 
pfetion of the cambers would have entailed further delays". For this reason 
tht Port T m t  felt that the decision was taken properly and correctly. 

6.32. As regards the demand for an extra amount of RA 35.90 lakhs 
by M/s. Jcssop & Co. for this change in the method of fabrication, thc rep- 

* rcsbntativo of M/s. Jessop & Co. has explained during evidence : 
'The+ compmy did not agree to the suggestion because it was com- 

pletcly contrary to the original methods contemplated and also 



because it did not have experience in towing and uprighting Bucb 
large vessels but, realising the difficulties of the Port Trust, the 
company ultimately agreed in April 1971 to undertake this 
method of fabricauon on the clear understanding that the extra 
expenses involved would be compensated by the Port Trust and 
that the Port Trust would also assist the company in the towing 
of the gates. . . . " 

The Committee desired to know whether the Port Trust were aware of 
the fact that the horizontal method of fabrication would mean replanning the 
whole thing as indicated by Jessops and Co. and the cost was also likely to 
be escalated. They also wanted to know the rationale for adopting the 
expensive alternative of horizontal method of fabrication. To this query of 
the Committee, the Chairman of the Calcutta Port Trust has stated as under: 

"When we placed the order with Jessops, they offered site con- 
struction in the form of vertical gates and, on that basis, the con- 
tract was given to them. But it was also s tender condition 
that we would accept either vertical or horizmtal ones. So, 
it was known to us that it is pssible to construct a gate in the 
horizontal position and then upright it. but we acccp;ed Jos- 
sop's offer of vertical construction because we felt that by the 
end of 1970 we would be able to have at least one camber ready 
and Jessops would be able to start the assembling in the vertical 
position in that camber. . . .The horizontal construction became 
more expensive in view of the fact that we had already accepted 
Jessops tender which was for vertical construction and they 
planned to have a major portion of their fabrications done at 
their Durn-Dum workshops and carry the heavy sections to 
Haldia after the assembly, whereas, when we asked them to do 
it horizontally. it meant some type of dry-docking system where 
they would have to assemble in smaller bits and move them to 
the site rather than have the work done at Durn Dum. There- 
fore. J~ssops did not apee to it at first but when we explained to 
them the necessity and said that we could wait for the cambers 
to be readv once they must go ahead with the fabrication, they 
agreed to it." 

6.33. The Committee have been informed in a written note furnished 
to them by the Ministry in September, 1976, that as against the original 
tender price of Rs. 144.01 lakhs plus escalation and extras (for vertical 
fabrication), the upward revision of price so far accepted corn& to Rs. 
195.25 lakhs plus wages and steel escalation and extras. Thus. the addi- 
tion in cost itself has gone up from Rs. 35.90 lakhs to more than 51 lakhs. 

The Committee have also been informed that the gates were placed in- 
side cambcrs on 1st June, 1976. 

6.34. As regards the delay on the part of Jessop & Co., in starting the 
fabrication work. in spite of steel supplies being made to them, the repmen- 
tative of Jesvop & Co. has informed tha Committee during evidence that : 

"At that time we were doing the job for the Farakka Barrage and we 
had a workshop at Farakka and the intention was to shift that 
workshop by November 1971 to Haldia to get on with thh 
work. Now. in fact, fmrn November 1971 onwards we could 
nut move the matcrids fmm Farakkn on account of the 
problems and thc railway lines wccc entircly chokcd with defence 



movements and i t  was in fact only in November 1972 that the 
workshop was in positipn in Haldia. This was one aspect of 
the serious dclrty. The other problem was, x x x concerning 
stcel. It is truc that t h e  bulk,c>f the steel was received by the 
middle of 197 1 but this job is of ;ill weld construction involving 
thick plates and the steel rcceiveel frcm Hourkcla steel plant 
was of laniin:~tccl constntction and defective and we had to resort 
to i m p m  directly by the Jessop ;uid wc also n1;inagcd to gct 
wme steel from some other sourccs also. But the matching 
steel in Pact was not availaolc in the Jessops works till December 
1972. Then we had the serious problems in Wcst Bengal of 
p w c r  shortagc and for doing the job of i ~ l l ~ ~ l d  construction 
~nvolving \.erjl high powcr rcyuiremenh, wen s111;il1 variations 
of p o w r  arc not p r n ~ i t ~ c d .  a s  i t  may lericl to stoppage o f  work. 
I k c x  arc tiic c~ontributory t'iictor, wllicli iicl;~yc'd thc excci~tio~i 
id' Ihc job." 

6.35. As rcgards the result of clalay on  the part of Jcssop & Co., the 
Ministry havc in written note stated as follows : 

"No work suffered on account of delaj. of the caisson gates as the 
civil work for the construction of thc Entrance 1,ucli was not 
ready and the lock could only bc flcwled on the 26th March. 
1976. Had the caisson gates been complctecf in tirnc. C.P.T. 
would have saved to the extent of at least R c  118 lakhs. iipprox. 
on acount of escalations but the project would h ; ~ w  still ~uffcrcd 
;IS t hcrc war, tlclay in cornpietion oi civil wc~rks." 

6.36. On thc question of delay in deciding the time of sand-blasting and 
paintings, the representative of Jessop & Co. hiis statcd during evidcncc : 

"Sand-blasting is a form of protecticjn against corrosion ;rnd it is 
always better in any fabrication to do sand-bktsting ;is the last 
operation. I n  a fabricating work it is not nlw;iys possible to 
sand-blast aftcr fabrication. Normidly i t  is ancf-bl;lwd :it tlac 
raw material stage and then assernblcd. In  this case sincc the 
work was heine: done at Haldi? which has a seaside atmosoherc 
that i5 highly corrosive, we suggested to the port that it will be 
more advisable to sand-blast aftcr thc wclding w;is complctcd 
to remove all the exide quoting on the steel." 

6.37. As for the additional lump sun^ payment of Rs. 5 liikhs a g r d  
t o  be paid to Jessop dr Co. on account t>f blasting in ~ c c e m b c r ,  1972. the 
Port Trust informed Audit in September, 1975 that : 

"The extra cost of Ks. 5 lakhs has been arrived :it aftcr titking into 
consideration the cxpenditurs that Jeswp would havc incurred. 
if the Masting, cleaning and application of paint were t o  be 
carried out at their Dum Durn wmkshops. Bcsides, the extra 
cost include the cost of setling up a blast cleaning and painting 
workshnp at site, not originally provided for in Jeasop's tender." 

6.38. TBo CaamrDftce note that the decision taken by. the CIL)CdtP h r t  
Z h d h l J n O i b r ~ t b e . K t h a l a t c o r r s b u c t i c m a f C % & ~ ~ b w n  
Umrdd psltioa" ta Ybor&arrbl poeitlarn wss h w d  on the o u r f k b d d  
& b y L , ~ t i r r n d t b t C P l l P b C r s ~ f a e S e g a t e R w ~ r o r t o b c  hlrrblkd, 
s r r l n r r p l u r q . i a k x l Q d t o o ( l e c t a ~ ~ h r t m u ! n l r & t o b e ~ W L  
NkCt(ba d fldsa Jta tBe csmbcm bpccrme av*UcrMP. Thc bet tbpt 1L, 
i r r ( n r k d w * l ~ b t h r t c o s M s a t k a t i i t v c d ~ ~ d t J W c & l n f f ~ ! ~ t L Q ~  



st Wwication u l t i e l y  reselted ia an extra erpenditure of more lhrP Rs. 51 
are, in the ophnlon of the Camnittee indicative d lack d plm~lnp: a d  

coordIaatPon on the part ot the Project authities and their Conmlbnts. . 
Tbisl is one of the instances, where expenditure has proved to be decopthe 
or in otber words led to bad judgement. The position was made worse by 
tbe~ntrrrdlng firm (M/s.. Jemop dt Co.) delaying the completion of the work 
llffcordiq to the new method from the stipulated date of September, 1972, 
to June, 1976, which resulted in am Isdditional expenditure of Rs. 211 lakhs 
due to escalation. No action seem to have been taken q p h t  the l?nn an 
account of this delay. 

The Committee cannot but cxpres their unbappk.less over the dd+X and 
resultant ewalntian in cost. 

(4) Stoplogs 
Audit I ' ~~r -qyuph 
6.35). Initially, the intention wab Lo hakc tllrzu stoplogs for each of the 
three cambers. 'The number was reduced to two in March 1973. When 
it was decidcd tiwt the caisson @tes would bc fabricated under horizontal 
method and not under vertical method within the cambers, the stoplogs 
:cssumod added imponancc as after the gdics arc brought to the lock barrel 
by floating then1 in water it would be necessary to de-water the c a b e r s  for 
fixing the gates. According to the decision taken in October 1970, installa. 
tion of the caisson gates was to be completed by September 1972. Tenders 
for fabrication iind installation of thc stoplo@ were invited in May 1972. Thc 
response being pww. fresh tcndors were invited in August 1972. Thc 
lowwt tenderer did not quote for all the items of work and hen= it was re- 
jwtcd. The second lowest oRer of 'I' for three stoplogs was for Rs. 21 . I  6 
lakhs; its delivery period was however, dependent on availability of steel as 
it had no 'steel in its stock. The second lowest offer was not, therefore, 
accepted and an order for supply of two stoplogs at a cost of Rs. 15.78 
lakhs was placed on 'F' in June 1973 on the expectation that the required 
steel would bc aviiil;tblc with 'F' and both the stoplogs would be ready by 
March 1974. 'F'. however. failed to n~anufacture the stoplogs by the duo 
date. Installation of the stoplogs was expected to be cmpletcd by the end 
of August 1975. 

(Parigraph 33 of rllc Report of thc Ccmlptroller and Auditor Gcnwvl 
of Indi;~ for thc year 1 974-75-Union Government (Civil) -P 
1261 

6.40. In an earlier paragraph relating to Cai'wn Gates, references 
have been made to thc delay in making the cambem available for fitting the 
caisson gates. 

On the question of delaying thc issue of tenders for tho stoplogs up to 
May, 1972, whcn i t  was known in October, 1970 that installation of caisson 
gates: was to be completed by .September, 1972, thc Qcrct:~ry. Ministry of 
Shipping and Transport, has stntcd during evidence : 

"If one of the items is delayed, the manufacturer of another item 
rclatcd to that says what is the urgency of manufacturing it 
bwarfse thC other item is not yet ready. This kind of argument 
was prcscnted to us. Why give a stoplog no\v whcn it cannot 
be fitted, or when the gate is not ready. 

Our attitude in the Steering Committee has bcen to ask the manu- 
facturer concerned to keep to the dates-and expedite these works 
with reference to the p r o p s  thade elsewhere. 



x x x x x If certain things arrive which cannot be fitted, those have 
to be stored. We have to proceed in such a way that there ik 
synchronisation. We have to see consistent set of dates in res- 
pect of all the items." 

6.41. The Audit Paragraph also mentions about delay in the supply 
d stoplogs by the contractor firm 'F (M/s. Triveni Structurals--a Public 
Undertaking from the stipulated month of March, 1974 to the new expected 
date of completion, viz. Auyst,  1975. The Committee have been informed 
that the stoplogs were finally fitted at the site only by May, 1976. 

6.42. Explaining the reasons for delay, the representative of the Minis- 
rry of Heavy Industry has stated during evidence : 

"There were orders for two Nos. of stoplogs with M/s. Trivenl 
Structurals, Ltd. Admittedly the General Manager, TSL, at a 
meeting held on I st November, 1974, indicated that both stop 
logs would be ready by December, 1974. These stoplogs, la 
pursuance of the commitment, were assembled at the works of 
M/s. TSL by the end of December, 1974. After the assembly. 
it required a certain amount of epoxy-grouting with a view to 
making this equipment water tight. One of the premier com- 
panies in the country, namely CIBA, was engaged for carrying 
out this work. CIBA failed to carry out this job of epoxy- 
according to  required standards and satisfactorily. There 
fore, TSL throught that some alternative to this proces.1 
had to be found out. M/s. TSL felt that this equipment should 
be machined and accordingly machining of this equipment was 
taken up in consultation with the Calcutta Port Trust. The 
machine operations proved to be a time consuming process and 
hence it was only in August 1975 that they wcre able to des- 
patch this equipment to the site which was erected in May 1976. 
The second stoplop; was despatched in November 1975 and was 
also erected in May 1976". 

6.43. Explaining the importance of epoxy in the process of making the 
Wtes water-tight, the Chairman, Caucutta Port Trust, has stated in evidence : 

"The stoplog gates are sections of steel plates which come one after 
another and they form a kind of a barrier. Jt is put inside the 
groove. Now each layer of steel plate comes into contact with 
the next layer of steel plate. Now this contact must be 
as perfect as practicable in order to make them leakproof. That 
is why something is necessary in between either the miichining 
should be wrfect or steel to steel contract should he such that 
there should he no leakage. So, this method of epoxy is there 
to make it watertight." 

The witness has added- 
"Epoxy grouting is a chemical. It is a petro-chemical which they 

manufacture in CIBA." 
The Secretary, Ministry af Trsn..port has stated in evidence : 

"They manufacture araldite which is their trade name which is made 
up of resin and hardener. They mix the two tog~ther. In that 
cmtcxt it wnq rx~mincd how t o  utilise this resin in the context 
of cpoxy-grouting." 



Asked about the amount paid to CIBA & Co., the witness stated. 
"Nothing. x x x They were proving the quality of their product." 

6.44. The representative of M/s. Triveni Structurds Ltd., has stated 
during evidence : 

"This stoplogs ate was our first attempt at the size of gates. We 
did try to 8 ring in reputed company---A & Co." 

The witness has further stated : 
"Epoxy-grouting x x is a difficult operation. I t  requires araldite 

and other things. We tried our own experiments in our work- 
shop and we found it was not possible to give them the toler- 
ance necessary. They were willing to demonstrate. It was 
suggested by CPT that we could get this demonstrated by them 
free of charge. They were not able to do it. We did it by 
machining." 

6.45. The Corni t tee  have also looked through the minutes of the 
three consecutive meetings of the Steering Committee held on the 1st Novem 
ber, 1974, the 2nd Apr~l, 1975 and the 15th January, 1976, and find that 
the discussions relating to Stoplogs were recorded therein as follows : 
"Minutes dated 1-1 1-1974 

Shri K h a ~ a ,  G. M. Triveni Stmcturals Ltd. indicated that they 
would deliver both the stoplogs (and complete all underwater 
works of radial valves and pen stocks gates) by end of 
December. 1974. 

Minutes dated 2-4-1 975 : 
Shri Khanna TSL said x x x As regards the 2 sets of camber stop- 

lop ,  ell the six units of the first set have been fabricated and 
completed for machining. The units of the second set have 
been assembled and three units have been machined. Shri 
Khanna said that all the units will be delivered at Haldia by 
15-6-1975. 

Minutes ciared 15-1-1976 : 
Radial Valves. P e n s w k  & Stoplogs (TSL)  

No problem anticipated. The first of the stoplogs should he ready 
by the middle of February, 1976 and the second immediately 
thereafter within a week or 10 days." 

6.45. The Committee are unbappy that the insfallatim of stop- was 
delayed for more than two gears hnm March. 1974 to May, 1976. The 
mptcsentathe of M / s  Triveni Structarals Ltd.. to whom thii w w k  was 
allotted, has told the Committee in evidence that this w their first 
attempt of that size of gates and that they also tried to briw in a reputed 
Company-CIBA & Co. for puqmm of e m w  p u t i q .  On the ouedon 
ot this dclw, the reprcsentatrve of the Mi4sti-v cvl' Heaw Industry has 
informed the Committee daring evide-we that when the experiment of 
cpoxvqmuting .bv the private comparw (CIRA) failed, the alternative of 
machining was taken up which p m v d  to he a Nmecowumim -mrcrr. It 
is a matter of concern to the Committee that a private firm (CIRA) was 
allowed to dewssttate their methcnl of emxv--athe rind as a #wM d 
&la mere cxperhnentstjon, wbih  uUimateiy Wled, avoidable delay wm 
acloe8inthciastrrllatiogotthesto~ 



6.47. Supriiogly enough, the Committee adso do not find my mention 
of the dilkuities srperienced by M/s. Triveni Struchvals in s e b d a ~  oZ a 
pmper uwthod to make the equipment water-tight, in the minutee of thtt 
tLree consecutive meetings of the Steering Committee held . o n  tbe 1st 
Nove*, 1974, 2nd April, 1975 aod 15th Junuarq., 1976. 

KO one of their tidier recommemhtdols relating b radial sprtes and pen- 
stocks elso supplied by M/s. Triveni Stnrdurals, Ulle Committee have -- 
gested the settiog up of some machinery to eltsurc that whenever any d f i -  
c d y  is axperienced by any public utnderEnLing, partfaslarly b M n g  with 
essential works of core projects We Haldia, the crdministmtive Ministry con- 
csnoed simdd immediately be broaght into the picture and the diffialtks 
sorted out without delay. The present case of detay in tbe installation of 
stoplogs if another instance which lemds support to tbe said recommenda- 
tion of the Committee. Tbe Committee hope the CAwenunent would be 
more vigilant in these matters and take suitable steps to achieve better co- 
ordination between tbe Ministries Departments and the Public Undertaking\ 
concerned with a view to ensure a more efficient performance on the part 
of Public Undertakings to whom government works are swarded. 

(5) Additional Culvert ~ n d  pump house lor impounding pump\ 
Airdir Para~rapl~ 

6.48. After extensiva hydraulic srudics, thc co~lsultants of thc Port 
Trust reported in July I969 that a separate culvert at 14 feet below datuni 
connecting the river and the dock basin, and also with connections to thc 
culvert in the land side wall of the lock entrance at different points would 
be necessary. Tenders were invited in September 1970 for construction of 
this culvert and the pump house for the im ounding pumps. Only two 
offers were received. Thc Chief Engineer o f' the Project rccommendet! 
(January 1971 ) the lowest offer of 'K' for acceptance by the Port Trust. 
The Chief Engineer reported that 'K' was a reputed firm which had donc 
'Several important works of a State Government and had machinory to do thc 
above works. These works were entrusled to 'K' in November 1971 s t  ;i 
cost of Rs. 79.05 lakhs for completion in 18 months. By then 'K' had 
failed to complete in time several works awardcd by u Slate Government and 
one work of Farakka Barrage Project. Construction of the culvert and thc 
pump house was suspended by 'K' at the end of 1973 after doing only ;I 
small portion of the work. It was decided in Aupust 1975 to terminate thc 
contract and have the work executed by same other agency. The work ha4 
not yet been awarded to any other contractor 1 July 1975 1 .  

!Paragraph 33 of thc Report of the Comptroller and Auditor Gmaul 
of India for thc pear 1 974-75-{Jnion Gowrnmcnt (Civil) -P. 
1271 

6.49. During evidence the Committee desircd to know tl~c rcrrsons for  
delay of about 14 months in inviting the tenders aftcr the matrltant's 
Report that a separate culvert would he necessary. Thc reprcscntativc ot 
the Port Trust stated in reply : . 

"Thk i\  rr noo-critical iten) ;mi the tleaign had t o  br prepared aftcr 
the dccision wa\ taken." 

6.50. The Committee havc been informcxl. in ;I written note that alter 
crnallatior~ d the contract with firm 'K' (MIS Charrda Endneers), i t  was 
decided to nmt ia te  with M /u Hindustan Cmirtnrction Co. l,M.. working 
~orrbractol.rs at site, for completion of the hlancc work of additional dmt 



and umps house. The quotation given by M/s Hindustcn Construction 
Co. f td. was, however, higher. Meanwhile, M/s United Cummercial Bank, 
a Nationalised Bank, approached the Trustees for reviving the contract w~th 
'K' and the Bank agreed to give financial assistance to the Contractors and 
also indicated to furnish additional performance guarantee to the extent or 
5% of the contractual value of the work Furthermore, 'K' had also ob- 
tained assurance from MIS Continental Construction Pvt., Ltd., a contracting 
firm of repute, that they would carry out this work on their behalf. Hence 
the contract with firm 'K' was revived, giving completion @nod ot 14 
months, i.e. 3 1-5-1977. 

The Committee have also been informed that the work was suspended 
by the contractor for the reason that financial difficulties were experienced 
by them and though an advance of Rs. 6 lakhs was given to them by the 
Calcutta Port Trust in October, 1974, they did n d  show any better per- 
formance. 

6.51. During evidence, the Committee desired to know whether any 
enquiries were made about the bank balance of MIS Chanda Engmeers 
(India) Ltd. before awarding the contract to them in 1971. In reply the 
Chairman, Calcutta Port Trust stated : 

"As far as I can recollect, we did not particularly go into the~r 
financial position. We gave them the contract at that time on 
the basis of the re utation of the firm and btuuse their offer 
was probably the /' owest." 

6.52. The Audit Paragraph states that "by thea (November, 1971) 
'K' had failed to campkte in time several works awarded by a State 
Government and one work of Farakka Barrage Project." 

The Committee, however, find that in the l e t e  dated 30th January. 
1971 recommending award of original contract to M/s Chart& Engiaeers, 
the Chief Engineer of the Project had observed as follows : 

"M/E Chanda Engineers (India) Ltd. is a reputable and a well 
known firm and have came. a number ot civil engineer works 
under the State Government. They have the necessiry macht- 
nery required to execute the work as requited by us." 

The Chairman, Calcutta Port, during evidence has also informed the 
Committee : 

''Mt's Chanda Engineers quoted for this job in 1971 and at the 
time we were doing the contract. we did understand trom the 
Sate Government and from other sources that there was 
nothing against that firm. As a matter of fact, €heir record 
previous to that was quite satisfactory in various fields." 

Asked as to when the deficiencies of firm 'K' were brought to hts 
netice, the witness statad : 

"Their work at Farakkn was brought to nly notice because I am 
alspconnected with Farnkka and I am also a Member of the 
Farakka Control Board. It was discussed there and that 
was in 1974." 

6.53. From the papers furnished to the Committee it is also seen that 
after the termination of the contract of M/s Chanda Enginkrs (India) 
Limited. the Qlcutta Port Trust had recommended to the Mtnistry the 
6- 8 18LSW77 



setting up of a Committee under the Chairmanship of the Development 
Adviser (Ports) to ne otiate reasonable rates with Hindustan Cdnstruc- 
tion Co. Ltd. on the sis of which a fresh contract could be awarded 
to them. 

%a 

The Ministry had a eed to setting up d such a CommitW under the 
Chairmanship of the &ty Devdopm6nt Advim (Ports). During 
evidence, the Committee desired to know as to why the Port Trust did 
not wait for the report of the above-mentioned Committee before reaward- 
ing the contract of M/s Chanda Engineers (India) Ltd. The Chairman, 
Calcutta Port Trust stated in reply : 

"The Committee was set up to negotiate with other contractors, 
particularly, Hindustan Crnstruction, in order to arrive at a 
settlement on. the assumption that the Chanda Engineers 
contract stood cancelled. When the Trustees decided nW to 
cancel the Chanda Engineers contract but rather to revive the 
old contract under the old term and old escalation clauses 
and old rices, there was no necessity for the new committee 
to meet %, use we were nu longer going to negotiate with 
the Hindustan Construction." 

As to the reason or the decision to re-award the contract to the same 
contractor again, the Chairman, Calcutta Port Trust has stated in 
evidence : 

"When we cancelled the conuact, one of the nationalised banks 
United Commercial Bank, came forward who had been ad- 
vancing money to Chanda Engineering and requested us to 
reopen the issue. They came forward to guarantee the 
finance. We told the nationalised bank that this parharlar 
firm would not be able to deliver the goods because they dld 
not have proper technical supervision. It was the Unllcd 
Commercial Bank, which brought forward the Continental 
Construction Co. to help Chanda, not the Port. It was a 
suggestion of the Unitad Commercial Bank that they would 
request Continental Construction Co. to assist Chanda Engg. 
in their work if we would give them a chance. They gave 
an additional bank guarantee of 5%. On that basis, we 
decided to through it again. In the meantime. we nego- 
tiated with Endustan Construction Co. for the same job and 
when we found that they would cost us an extra amount to 
the extent of 18%. we thought that it would be better to 
give anotbcr chance to Chanda Engineering when their main 
di4Tkui was financed and a bank had come forward to 
assist Zem? 

Asked as to whether this arrangement had the approval of the M~nis- 
Uy d Sbipping and T r a n s p t ,  the witness replied that the Ministry had 
been kept informed. Tbe Transport Secretary has also stated in ewdence 
tbat : 

'Wrrben we received the information, we accaptep the position." 
6.94. In re d to the progress made by Chauda Engineers (India) x Ltd. aher revi of their cantract, the Committee were informed in a 

writtea note fPraia;hsd to them in haarch, 1977 that :-- 
"Th cortrrct with Chanda b&ccrs (India) Ltd. in rapact of 

the subject work was wived on 3-3-1976, 



As per terms of revival of the contract Chanda Enginecrs (India) 
Ltd. furnished a programme indicating the completion of 
work by the end of April, 1977. 

The Firm restarted the work in March, 1976 and considering the 
initial organisational time and mobiliqtion of men and machi- 
nery required, the progress of work up to the short period of 
dry months available before the onset of the monsoon viz. about 
15-6-76 was considered satisfactory. 

In view of the nature of the work invalving deep excavation up to 
35' below the ground level the execution of the work was 
naturally aflected due to the monsoon condition. In spite 
of the same the progress achieved during this periw was en- 
couraging. 

Since October, 1976 the progress got retarded due to obstruction 
met underground while sinking the 90 ft. dia moholith and 
various ways and means had to be adopted to sink the well 
up to the desired level. However, in the process about 3 
months' time has been lost which is expected to have a deh- 
nite repercussion on the ultimitte com d o n  date viz. end 
April, 1977, as the sinking of the wcl P' will have to be com- 
pleted before the adjoining culverts can be consfructed and 
connected with the same. The firm in recent discussions had 
indicated that they will make every effort td complete the 
work before the onset of monsoon t i : .  June/July, 197 and 
a revised programme is being prepared by them. 

In order to expedite the work, meetings have been held with Bank, 
Chanda Engineers (India) Ltd. and the ContinEntal Con- 
struction Co. Ltd.. and they have assured that the rcvised 
schedule aprecd upon will be adhered to. The matter is bemg 
pursued v~gorcwsly and the progress of work kept undcr 
strict watch. It is proposed to have n further discusswn w ~ t h  
them in March. 1977 to review the position of the worL." 

6.55. 'IBe Conunittee note tbd Ore wark rehcing to oddi(ional culvert 
and pump h o w  wm 8wluded b M/s. Esgineers in 1971 
but, h llrc 8rm Led to axeccdc tLe work despite an advance o l  
Rs. 6 h k b s  given to them by tLe Cslevth Port Tnrgt h October, 1974, 
the Contract 4Cb t b m  was tend- is Ampst 1975. 3lw Committee 
~ d W J p y t L * . o ~ r C o t b f i N d . l p s i t i m o f t k r v l D  ra 
made be ore a w d h g  contract 10 them. 

656. In order ta pt tbe re&W item$ of work exmtted. the Port 
T~ls t  sLICted negDd.tkwrs wi& M/s. m- Condmdh Co., tbe 
W- contractors r(t .tk site. and a committee was in h c t  appointed to 
nqptl.tc mason$& Rtcs witb M/s. rJlscF;lsEaa Carstrnction Co. Ud. 

before tbt deputarclrtal committee 
tbc Cdcum Port Trust 

to M/s. ChadPr Enpinecrs on 
the m m m m e m n  d P m b d k d  bmnk CUnitd Cornmedal Bank) 
~ L o w c r t ~ b b n v e ~ t o i b x h n e C ( n P . E i o l P a s i r d a c e t o t k c r m -  

#nl b hm~ish d d i t i o d  pehmmme sparaw to the 
extent oq S% al* colp- -lot d t ~ c  work. T b  Brnk bsd also 
O b b e d  wr .sbPnnoc tiem M / r  Caatkmtd CarurbPdSon M. Ltd., a 
c ~ ~ f r m d n p d t c , t o t k & c c t ~ ~ y ~ o l d ~ o r s t ~ ~ ~  



on k U t  d Cbnda LAd. lbe  Coanlttte arc somew&t prr- 
plexed bv tbIs w b d t  exache. witbut mwdtiw the rwalts of tbe darts 

MIS. ChPada bgbcen Lld. wbicl~, on thc buis of Wi past experience, 
&odd not h e  been done. 

6.57. From tk M a t  infomath r&ed by tbe Coaarittcc (March, 
1977) in respect of .cturl pefforumnce of MIS, C b d a  Ehgiaccn after 
re-award of contmct to tbem, tlw Committee find that the ultimate date 
of completion, viz. end of April 1977, Is not going to be adbred to inns- 
mu& ao tbe firm later indkaied thM tbey will make ev dfod to com- 
plete tbt work before the onset of monsoon, viz. June/ 7 uly, 1977. The 
mein nrson fa thb dlpp.se d about tkcc month bPs been stated to be 
tbe obsbuction met mdaground wbile sinking tbe 90 ft. diameter monolith 
up b Ibo d e d d  level, rvbich is necemmy More  tbe adjoiniag culverts cen 
be c o d n ~ c t c d  sod COnaccted with tbe snme. Tbe Committee crrnaot bat 
express their un- over tbe kct Uwt in spite d araurances by tbe 
firm aad their bankera, the firm bwe not been able to .dbtre to the dti- 
mate date of complttion as Pgrccd rrpon in t k  re-awarded contmct. The 
Committee desire that the Port Aetboritk should keep a vigilant watch 
over the compLeti01 d the w o k  This, of c*, is  without prejudice to 
tbe inposition of p e d t y  etc. for delay kr execation of the project. 

(6)  D r q q  
Audit Purngraph 

6.58. The impounded dock basin covers about 170 acres with a turn- 
ing circle of 1.800 feet diameter. The dock basin is about 5,000 feet long 
and 970 feet broad. A contract for dredging (i) about 65 lakh cubic metres 
in the dock basin for providing 34 feet draft (depth 38 feet) and (ii) 24.10 
lakh cubic metres in thd river basin was awarded to 'A' in November 1966. 
The dredging was to be completed in 36 months, i.e., by October 1969. 
It Has subsequently intimated in 1973 to 'A' that it would not be required 
to dredge the river basin as that would be taken up by the Port Trust as part 
of its river training pro amme. Completion of dredging was dependent tf on civil construction wor of the berths in the impounded dock. The civil 
construction work of the berths started only in January 1968. The Port 
Trus't permitted 'A' in February 1968 to withdraw its dredwr and use it for 
a naval project, as it would not be possible to continue dredging in the dock 
basin after March 1968 till the understructures of the berths were ready. 
This permission was subject to the condition that the dredger would be 
brought back for recommencing dredging from September 1969. By the 
time the dredger was withdrawn in March 1968. 'A' had dredged about 45 
lakh cubic metres in the dock basin. Consequent on the decision (February 
1968) that the dmk project should provide facilities for handling larger 
ships upto 80,000 DWT instead of up to 60,000 DWT additional dredging 
of about 25 lakh cubic metres became necessary for providing draft of about 
40 feet (depth 45 feet). Jncluding the left-over portion of the work award- 
ed to 'A' about 45 lakh cubic metres more, therefore, were to be dredged 
in the dock basin. 

'A' did not resume dredging in September 1969. i n  February 1970 
Calcutta Port Trust asked 'A' to resume work. Despite reminders, 'A' did 
not do so. In August 1971 the Port Trust requested the Ministry of Ship- 
ping and Transport to use its good offices to persuade 'A' to recommence 
work by December 1971 at the latest. In December 1972 the Port Trust. 



bowever, informed tbe Ministry of Shi ping and Transport that the dock 
basin was ready for recommencing dre tl' qng from the beginning of 1972 
only. The Port Trust further stated (December 1972) that dredging wiis 
taken up in December 1966 far in advance of the civil engineering work 
"in orlder to take advantage of a vay low rate of Rs. 3 per cubic meub" 
offered by 'A'. 

The Port Trust had proposed to 'A' that it should dredge tho additional 
25 lakh cubic metres in the dock basin in lieu of the dredging of 24.10 InAh 
cubic metres to be done by it in the river basin according to the agreement 
of November 1966. 

In December 1971 the Development Adviser of the Ministry of Shipping 
and Transport was asked to discuss the matter with 'A'. After discussions 
the development adviser recommended the p r o p h l  of the contractor for 
dredging of 45 lakh cubic metres at the rate of Rs. 5.06 per cubic metre 
and payment of Rs. 37.50 lakhs towards mobilisation and demobilisation 
charges (cost of towage of dred er. insurance charges, charges for tug etc.). 
The uestion of re-inviting te ers and the sibility of getting the work 

I3 
J 

done y Ministry of Transport dredger were ar so considered. In view of the 
prevailing dredging rates elsewhere. the Ministry was of the opinion (April 
1973) that the cost of dredging would o up to about Rs. 8 per cubic metre 
if fresh tenders were invited and valua % le tlme of about one year would be 
lost in inviting tenders and finalising them and mobilisation of equipment b 
rhet selected contractor. I t  was also not considered practicable to use a MO + 
dred er due to planning already made and the tight time schedule of the 
Hal d ia dock project. A negotiation committee was formed in January 1973 
to have further negotiations with 'A'. In course of negotiations on 1st 
February 1973 the representative of 'A' was asked what would be the mobi- 
lisation charges if one of its dredgers in Mormugao was brought to Haldia, 
instead of bringing a new dredger from abroad. The representative of 'A' 
said that a dredger from Mormugao would not be available before the end 
of May 1973 and the mobilisation charges for it would be at least Rs. 24.50 
lakhs. It was pointed out to the representative of 'A' that mobilisation 
charges of Rs. 24.50 lakhs demanded for a dredger available in India was 
hery hi h compared to Rs. 37.50 lakhs demanded for a dredger to be brought 
from a 1 road. It was agreed in that day'$ meeting that 'A' would con~ider 
this aspect and give its rates next day. On the next day the representative 
of 'A' reduced the rate for dredging to Rs. 4.85 per cubic metre but demand- 
ed the mobilisation chargd of Rs. 37.50 lakhs. As compared to the rate of 
Rs. 5.06 per cubic metre, the cost of dredging 45 lakh cubic metres was 
les's by Rs. 9.45 lakhs. The mobilisation charge was, however. higher by 
Rs. 13 lakhs than that indicated in the meeting of 1st February 1973 for a 
dredger expected to be available by May 1973. 

In April 1973 Government agreed to the rate of Rs. 4.85 per cubic 
metre and mobilisation and demobilisation charges of Rs. 37.50 lakhs on 
the basis of recommendations of the negotiation committee. At that time 
it was expected that the contractor would bring the dredger to Haldia i n  
September 1973 and would complete dredging of 45 lakh cubic metres by 
about the middle of 1975. The dredger working in Haldia was brought 
from Mormugao. According to the progress report of the project as on 1st 
August 1973, dredging is expected to be completed by the end of October 
1975. 

Paragraph 33 of the Report of the Comptroller and Auditor General 
of India for the year 1974-75-Union Government (Civil)- 
pp. 127-1291 



6.59. For a prbper ap iation and consideration of the points 
by Audit, the work a ~ o t s t h e  Dredging Contractor (Firm 'A'-I. n n  
Milutinovic-PIM--A Yugoslav Firm), may be divided into two distiuct 
sections as foI&ws :- 

( 8 ) ~ r r o r k t r t h C D O C k B s J t n -  
Dredging work for 65 hkh cubic metres (depth 38 ft.) in the dock basin 

was awarded in November, 1966, to be completed within 3 years at a rate 
of Rb. 3/- per cum. 

By January-February, 1968, the Contractor had dredged about 45 lakh 
cu.m., but the work could not be continued further as the same was depen- 
dent upon civil construction work of the berths Which could be start& d y  
in January, 1968. Acoordiagly, the Contractor was permitted by the Port Tmst 
to withdraw the Dredger from the area utilisation elsewhere, on the condition 
that it would be brought back by the Contractor by September, 1969. 

6.60. The Audit Paragra h mentions that the resumption of work was 
not done by the Contractor, w 1 o was reminded about the same in February, 
1970. The Development Adviser (Ports) in the Ministry of Shipping and 
Transport has, however, confirmed during evidence a later statement in the 
Audit Paragraph that the dock basin would be ready for recommencing 
dredging from the beginning of 1972 only. He said : 

"The position was that according to their agreement when they went 
away in 1968, they promised to come back and start the work 
in 1969. But in fact as has been brought out the Port Trust 
were not ready for the work till 1972." 

6.61. By the time the Contractor was allowed to withdraw the Dredger 
in 1968, it had also been decided that the depth to be dredged should be 
increased to 45 ft., as a result of which another 25 lakh cu.m. of dredging 
work was required to be done in the area. 

6.62. The Development Adviser (Ports) has informed the Committee 
during evidence that when the question of rates for the increased work was 
discussed with the Contractor (in December 197 1 ) he demanded highor 
rates which were paid to him. To quote the witness :- 

"Yugoslav said this is now much more than the time we had allowed 
for in our earlier estimates. The cost and everything has 
edCalaUd and' they, in fact, said we consider that the previous 
contra& is closed because of the time interval when we stop 
our first contract and the time you want us to start. But t p ey 
were prepared to negotiate if susrtab1e escalations of costs are 
given to them. They were given 5% per annum escalation and 
Rs. 3/- got escalated over 4-5 years to round about ks. 3.80 
paise. Further, the work that was got to be done by them was 
not d y  the left over work but some additional work was added 
to it. . . . . . . They indicated that the additional work cannot 
be considered as part of the old contract and, therefore, for this 
fresh rates must be fixed. At that stage whatever was the 
current market rate for dredging in the cou try was assumed 
for that particular quantity and then a tota ? was worked out 
for both the balance quantity and the freqh quantity and that 
Hte was accepted to be given to them, that is, RS. 4.95." 

6.63. AS stated in the Audit magraph, the had also d e  manded a payment of Rs. 37.50 lakhs towards the dredger mobilisation and 



. . Tbe question of inrttin &Wk tsQldani ms also 
trgMttbrrtindsatcrsa aletddfeugi woukf -c% coaskbed, but tbe %, 

p t l p L D a b t b . 8 / - ~ ~ . r n . d ~ h t a ~ a ~ ~ b ~ i f l ' Y s n t l a ~  
aad ikwtbring tcader@. F whb the Coatnctnr by a 

-, tb Mi* ultimately neg@Whg colnmiwpa fanaad in 
a@ to pay to the m c t a r  a ntpa of Ik 37.50 ldh far bringin the onager tmm M-, insmd d bria* it Lmrn .bmd, and tho dcw- 
laptnCnt Adviser (Pam) b evidence, explriagd Cbd paition thus- 

"This dredger which was workin in Momittgao -8 ~ o v c d  from 
Monna o and brought to ia h a u s e  d urflhcy of work r fwe 
in Hal ia after they were not able to use it ilb Goa. There 
was an a m e n t  with Yuplaork t b t  when they muma work 
at Mormugao they will. bnng tbe dradgcr Eroar overseas for 
which no mobilisation cbargcs will be paid. Tbey brought the 
dredger for Marmugao later on and the situation is the same as 
if they imported a dredger from overseas for Haldia." 

As to the reasonableness of the mobilisatioo charges, thc witness has 
addad- 

"They wanted Rs. 75 laWs to bring the dred~per from the oversew. 
Then that was reduced to this omount. . . . . . . It is not a very 
high charge. This size of dredger ap roximately coats Rs. 80,000 
or Rs. 90,000 per day. . . . . So, f cdhsidcr that k is not 
considered to be a hi char for the Ihlpxtcrd dradger. That 
is why we accepted t $ e &n. 

6.64. The dredger was ultillnately brought Erom Mmttgro in Sc em- 
ber, 1973 and the work was then expected to be cmpl(tttd by mid de: e of 
Mag, 1975. The Committee haw bcea itdomed in a wriwrittca note that the 
waik was actually completed on 13th Dbccmbw, 1975. 

h stated in the Audit Para h, it was not cansidered ptacticabte to 
use he Ministry o l  Transport dae to pl&tMing htrtady made and 
the &ght time schedule of the Haldia D&k Pmpct. 

The Committee were also told during evidence (June, 976) that the 
Estuarian Dred r, d i c h  was due to be bcliytrdl trottl r& Reach r WorksZlop by t en, hsd not yet been defivtted. 

d, 
( b b m w w k i r r r S w ! w -  

6.65. At the time of award* the contract in November, 1966, 24.10 
law a m .  of dt@g work i n z e  river bpsin was also given t6 (he Con- 
trador at a rate d Rs. 3/- per cu.m. This work was ultimately taken awa 
from the Contractor to be done by the Fort ' h s t  thit%s~Ives. f i e  Au d ~t 
J'arrrgraph mention$ that t&e Port Trust bad made a r a1 to tb Can- 
ada to undertake the dredging work of additiond 55% cum, in the 
dock i.8. of 24.10 faUl a . m .  M a g  wMk to be! dme by the Port 
Trust. Tfse hatre, however, betn infomed that the Ministry had 
infolhMd Aud=mry, 1976 as fotbws :- ''= Caicut#bt Port Trust have raparesd that dtrrhgdiscuafibns by the 

(late) €!hid En- HaMia Ikxk P * with the ~epraen- 
W v e  raf MI& Ivan Mhti~)vi&I[dul on &e 34th April, 
1971 for s e t x w m e ~ c a  cke dr&&g work, tb question of 
dredging the additional quantity in $eu of dredging in the river 
fitwided for id ttn! &ftiW 6f 1%6 w$S JTMp diMsed. 
$b#cv&, do W d  of d i m  1s w&ih J? d t h  CPT." 



6.66. Thc Committee find that in the General Conditions of Contract 
with the Contractor, the clause relating to 'Alkrations, Additions and 
Omissionb', provided as  follows : 

"The Engineer shall make any variation in the form, quahty or 
quantity of the works or any part thereof that in his opin~on 
be necessary and for that purpose or if  for any other reason 
it shall in his ovinion be desirable shall have power to order 
the Contractor io do  and the contractor shall 'do an) of the 
following :- 
Increase or decrease the quantity of any work included in thc 
Contract. 
Omit any such work. 
Change the character or quality or Amd of an! wch work 
Change the levels, lines, position and dimensions of any part 
of the works. 
Execute :~dditional work of any kind nccezury for the complc- 
tion of the works. 

No such variation shall in any way vitiate or invalidare the Contract 
hut the value ( i f  any) of all wch variations shall be taken into 
account in ;tsccnaining the amount of the Contract Price." 

6.67. The Committee note that after completion of 45 lakh cabic 
metres ol dredgiog work in the dock basin area at lLMb the Dredging 
Contractor had to suqwnd tbe dredgbg operations in Februan, 1968, as 
the civil constraction work of the berths, on which the residual dredging of 
20 ldrb cabic metres was dependent, had not been done. From tbe 
material More  the Committee, it is apparent that the resumption of dredg- 
ing work, n o m d l j  drrt in September, 1969, was dehaved much further as 
the Port Trust themdves were not ready for the work till Januar?. 1972. 
'l'hiq long iatewal enabled the Dredging Contractor to put forward a 
demand to treat the ccrotrect as closed or, in the alternative, to negotiate 
suitable escalation in the contracted rate of dredging of Rs. 3, - per mbic 
metre. 

The long delay in completion of the civil construction work of the 
berths apart, a further period of about 21 months' was lost in coming to 
terms with the Dredging Contractor, with the result that the dredging 
operations could he resumed only in September, 1973, and completed in 
Decembr, 1975, as against the originally stipulated date of October, 1969. 
In the process, the dredging contractor had to be paid at a higher rate of 
Rs. 3.80 per cubic metre for the residual work of 20 lakh cubic metres, 
and at the current m d m t  rate of dredgine for the additional work of 25 
lakh cubic metres that had become necessary due to tbe increased depth 
of dredging in the area, viz. an avenage dredging rate of Rs. 4.8 per cubic 
metre for the entire work of 45 U h  cubic metres. In addition, the project 
authorities had also to agree to payment of a sum of Rs. 37.50 lakhs to 
the Dredging Contractor by way of cbsrges for bringing a dredger Bom 
Monnugeo, which were equal to the charges for bringing a dredger from 
abroard. The explanations offered for this during evidence are that the 
dredffer was removed &om Mormugao because of nrgency of work in 
Haldia and that no mobhation cberges were psid td the Eontractor for 
bringing a dredger later on for Monnugao from abroad. 

6.68. Tbe CommPttee kl ct,nc'e*ed ebout the hordina& dehy in 
completion of the cMI construction work of berths in the dock basin ares, 



which beM up tbe resumption d dred%rg work.  It  is e~ident that tbew 
was DO advance p h d n g  whntsoever and no attempt was made to syn- 
chronise tbe two operations. lime consequent escalation in t k  controctd 
rate of dredgiog from Rs. 3 to Rs. 3.80 per cubii me% cost tbc exche- 
quer an additimal sum of Rs. 16 lakhs. 1% Committee are s u r p r i d  that 
afier dela?ing matters from 1969 to 1972 and further spending condder- 
able time of oegothtions with the Dredging Conhector, the project uutho- 
r i t k  pat tbemsdves in an unenviabk position where tbc! hnd to pay 
RP. 3750 lakbs fs bringing a dredger born hlormugao to Haldia on 
p m d s  of urgency. in the opinioa of the Committee. web hetplssness 
oa tbP part of tbe project autborltke b a sad rrQIectioo on the dredger 
position in the conntq. T h i s  is  borne out from the statement in the Audit 
parPgrPph to tbe eilect t h  it way not considered practicable to uw a 
Mintshy of T T drdger due to planning already made. Fwiher. 
from tbe info- oa h i s h e d  to the Conunittee dnring evidence it is 
noted that tbe estuariaa dredger, w b i i  was to be delivered fma Garden 
Reach workshops by Jme,  1976 had ad been delivered. The Committee 
wouM urge Utat immediate steps &odd be taken by the Government to 
improve tbeir dredger position in order to nave themselves from situations 
where the dredger contractors can dictate their own terms to them. 

6.69. .4s regards the dredging work of 24.10 lakh cubk metres in the 
river basin which was awarded to the s i n e  contractor (Yugoslav firm) in 
November, 1966, the Committee note that the same was subseqnentlv 
taken away from the contractor to be done departm.entally. Tbere is no 
record to sbow that any serious Marts were made by the project authori- 
ties to persuade the d r d g h g  contractor to undertake in lieu of this work 
the additional dredgkg work of 25 l a b  cubic metres in the dock basin 
area at the o ~ ~ l y  contracted rate of Rs. 3 per cubic metre plus esmb- 
tion. On the other hand, the project authoriticq had to agree to the treat- 
ment of tbe above mentioned work in the dock b i n  area as new work to 
be paid for at tbe current market rates of drc.d*~ in 1972-73. The total 
additional financial burden on this account works out to Rs. 47.25 lakhs 
viz. tbe dieFerence between the contracted rate (after escalation) of Rs. 3.80 
per cubic metre and the lavetqe rate of Rs. 4.85 per cubic metre actuallv 
paid to tbe contractor for the entire work of 45 lakh cubic metres (includ- 
ing 20 lakh cubic metres of left over work). In this ccvnnection, the Com- 
mittee find that in terms of clause 83 in the General Cmditions of Wnrk 
with the contmctor the project authorities had the power to increaw the 
quantity of any work included in the contract m d  to ask the contractor 
to execute the additional work of any kind after taking into account the 
value of such variations. The Committee have no doubt that if the pro- 
ject authorities had seriously pressed their claim under this clause, there 
was every possibiiity of the contractor agreeing to undertake the additional 
work of 25 lakh cubic metres in the dock basin area (in lieu of 24.10 kakh 
cubic me@s of &edging work in the river basin) at R5. 3.80 per cubic 
metre, viz ,  the original contrwted rate of Rs. 3 per cubic metre plus 
e d a t i o n .  The Committee suggest that this aspect of the matter should 
be probed into fnrtber and responsibility fixed witb a view to take suitaMe 
comective measures for the future. 

(7) Ore & coal handling plants 
Audit Paragraph 

6.70. In May 1968 an order was placed on 'L', a public sector under- 
taking, for designing, fabricating and installing one oreloading and one coal- 



loading mechanical handling plant at an estimated cost of Rs. 4.20 crores. 
The ore and cod handling plants were of rated capacity of 6.000 tonnes and 
3,000 tonncs per hour respectively and were to be installed by December 
1970. The progrcss of work by 'L' was, however. slow. It was, therefore. 
decided in  June 1968 that. for the sake of timely completion of the project. 
some of the major items should be off-loaded to other suppliers. According- 
ly obat tenders were invited by the public sector undertaking in December f' 19 8 and orders werc placed on company 'M' in January 1969 for the 
i'ollowing equipment :- 

( a )  Four wagon tipplers-two for ore handling plant and two for 
coal handling plant. 

(b )  Two ship loaders and four stackers-cum-reclaimers for ore. 
'L' decided (January 1969 ) to manufacture two stackers-cum-reclaimers 

and two ship loaders for the coal plant on the basis of design and expertrw 
to be obtained from a foreign company. 

After the order was placed on 'L' in May 1968, there were substantial 
changes in the design and capacities of 'some of the ui ments. Because 
of these, 'L' demanded Rs. 12.76 crores in October 7 1 7 1 . In May 1972 
the steering Committee of the Ministry asked the Port Trust to pre are a E self-contained note on the claim of 'L' indicating its views about en a n c e  
ment of the cost of the plants. The Port Trust recommended in June 1972 
enhancement of tile cost from Rs. 4.20 crores to Rs. 7.81 crores. In  an 
inter-ministerial meeting held on 3rd July 1972 it was decided that the 
Development Adviser of the Ministry of Shipping and Transport would 
cxamine the various items of the claim of the public sector undertaking ('L') 
and make his recommendations to Government. According to another deci- 
sion tukcn in that meeting. 'L' was asked to substantiate its claim itemwise 
with detailed justifications and documentary evidence. Instead of doing so. 
'L' increased its claim in July 1 972 to Rs. 1 6.84 crores. The Development 
Adviser recommended on 1st November 1972 payment of Rs. 9.95 crores 
subject to escalation and verification of certain facts. The matter remained 
under consideration for quite sometime. and in the meeting of the steering 
committee on 2nd August 1973 the Port Trust was asked to submit a 
mcmormdum of settlement jointly with 'L'. Accordingly, a memotandurn 
of settlement was submitted on 14th August 1973 for increa;se in value of 
the work to Rs. 15.30 crores. Government accepted this in December 1973. 
In the meantime, Government authorised the Port Trust to pay, over and 
above the original contract value of Rs. 4.20 crores, Rs. 2 crores in April 
1973 and Rs. 0.75 crore in November 1973 in view of the tight financial 
position of 'L'. 

While agreeing to  the increased amount of Rs. 15.30 crores, the Ministry 
of Finance observed (December 1973) that the rise in cost was due to lack 
of experience of the Port Trust and of 'L' in designing, and installation of 
plants. The increased cost was approved as this was a pioneering &ott 
and the transaction was between two units in the public sector. 

According to the progress report as on 1st August 1975, the handling 
plant's are expected to be co,mpleted by the end of December 1975. 

Reinforced cement concrete (RCC) foundations for waion tipplers were 
to be got constructed bv the Port Trust. In August 1967, 'L' had given 
tender designs showing RCC foundations up to a depth of 30 feet. Accord- 
ing to the final drawings given by 'L' (from May 1969 onwards) the depth 
of the foundations was increased from 30 feet to 49 feet. The increase in 



the depth was stated (December 1969) to be necessary due to change in 
the type of wgon  tippler fur saving foreign exchange. 

This increased the cost of the fimndations by about Rs. 60 lakhs. Con- 
tract for construction of foundations for wagon tip lers was awarded to 'N' 
in June 1970. the stipulated time of completion &ing June ,971. Thc 
foundations (43 feet) for the Witgot1 tipplers for the ore handling plant were 
completed in Fcbruary l(174. while the foundations ( 4 9  fwt)  lor the wagon 
tipplers of the coal handling plant were likely to be completed by the end 
of October, 1975. 

[Paragraph 33 of thc Report of thc Comptroller and Auditor General 
of India for thc year I U74-75-LTnion Government (Civil -- 
pp. 129-1 3 1 I. 

(a) Awud 04 contract 
6.71. The Con~mittee hake b n  informed in a written mtr:  that tho 

Ciovernmm of India appointed a Conunittce in January, 1966 tc) exanlinc 
the feasibility of cxcculing the Haldia Dock Projcct without the ascistancc of 
World Bank loan and in this c.mtext to enan~ine in dctail the avaihbility and 
suitabihty of indigenous resources. particularly for the execution of the Orc 
and Coal Handling Plants. This Committee in its Report oT April I 9 O ( r  
came LO thc conclusion that although the public undertaking 'L' (MAMC') 
could not claiul expcriencc of having manufactured such plants u.; rcquircd 
by the Calcutta Port Trust, they had unutilised capacity and would bc i n  a 
pasition to undsrtake manufacture and crcction of the plants with thc ar;si\t- 
ancc of foreign expcrts from Poland who would supervise and check llrcir 
dcsign of the plants as a wholc and also of thc individual equipmcnts. I t  was 
in this contact that the order in respect of the Ore and Coal Loading/Hsndl- 
inp  Plants was placzd on MAMC. 

Thc Chairman, Calcutta Port Trust has informed the Com~nit~cc during 
evidencc that " .  . . these equipments were sophisticated and now they arc 
also being manufactured herc for the first time and particularIy hy M.\hl('. 
They havt never done this job before." 

@) Changes m design and reasons for delay 
6.72. I n  written information furnished to the Committee, it has been 

stated that immediately on receipt of the order in May, 1908, MAMC 
engaged Polish expcrts, finalised the layout and basic requirements and dcsign 
of the individual equipment by March. 1969. They also recommended 
substantial changes in designs and capacitie of some of thr major equip- 
rnents. 

6.73. During evidence. the Committee desired to know as to who made 
the changes with reasons therefor and the changes recommwdi.d and even- 
tually made in the designs and layout of the said plants. In reply, thc 
Chairman. Calcutta Port Trust, stated : 

"MAMC submitted their offer on the specifications that were drawn 
up by the CPT. giving the major design data and capacities and 
thereafter an order was placed with the MAMC on thc hasis of 
pure negotiation, as that was one of the directives of the Gov- 
ernment at that time. One of the stipulations of the MAMC 
tender was-and which was accepted by the Port Trust Autl~o- 
rity-that on receipt of order they would engage the Consu!- 
tants to draw out the layout of the Ore and coal berths. As wc. 
have mentioned earlier these equipments were sophisticated and 
how they are also being manufactured here for the first time 



and particular1 by MAMC. They have never done this job Z before. So, t e contract actually stipulated that the layout 
would be prepared by the consultants at tho drawing ofice of 
MAMC in Durgapur, which would be examined by the Port 
Trust and accepted. This was done; and by January-February 
1969, that was completed. At the time of the preparation of 
the layout. certain changes were made in order to suit the 
requirements and the efficiency that was necessary for proper 
material handling at these berths. The changcs were primarily in 
certain capacities. In our tender specification in regard to ore, 
we specified a certain capacity; but thereafter when it was also 
known that we could bring in large ore carriers. it was felt that 
the capacities of those conveyor beltiny should be incrcascd. 
So, from 2250 tonnes pcr hour it was raised to 3,000 tonnes 
per hour. The Polish consultants also asked us to have a proper 
efficiency factor. Our design should be of the higher ordcr. 
J t  should be rated at a higher tonnage, so that we can get the 
nvcrage efficiency as we desired. Considering those factors, there 
were ccrtain changes in the capacities and also changes made In 
certain equipments. Those equipments, we specified particu- 
larly in our tender documents viz. stackers and reclaimers sepa- 
rately; and they were quotcd for by MAMC, whcreaq after ccm- 
sulting the Polish consultants, it was decided to go in for com- 
bined stacker-reclaimcrs. These were the reasons for which 
changes were made." 

6.74. In regard to the delay in manufacture and erection of the Plant, 
the Conlmittee havc been informed in a written note that during the period 
that the changes in designs were being finaJised. the MAMC came to the 
conclusion that they would not be able to fulfil the contract within the reason- 
able tinlc unless they off-loaded certain major equipment to the private in- 
dustries. Accordingly, off-loading of ore and coal tipplers, ore stacker- 
cum-reclaimer and Ore Shiploadcrs was done by MAMC in April, 1969. 
Till this period almost no progress could bc made with regard to manufacture 
and fabrication exczpting procurement of steel. I t  has been added that it 
was in February, 1971 that MAMC started normal crection at sitc after 
receipt of very small quantity of structural stcel from their works. Till 1974 
the progress with regard to both manufacture and fabrication of materials 
and erection at sitc thereafter was erratic in nature primarily due to their 
lack of expertise, suitable know-how for coordination of various agencies for 
uninterrupted progrcss and also lack of appreciation of the site conditions in 
a virgin land. It is from middle of 1974 onwards that appreciable progrcss 
could be made by MAMC. 

In June, 1976, the Committee were informed that work was being done 
i~ separate circuits and was expected to be completed by September 1976. 

A Study Group of the Committee visited Haldia in the first week of 
December, 1976. The Study Group found that the coal handling plant was 
practically ready but the coal stacking had not yet commenced. The reason 
stated was that actual contracts about movement of coal had not yet been 
finalised. The Study Group gathered an impression that even after com- 
n~issioning of the Haldia Docks, actual movement of coal might be delayed. 

As regards the ore-handling plant, the Study Group found that the 
same was practically ready for operation. Stock piling of iron ore had 
also commenced but the stocks were not impressive. 



6.75. On the question of delay due to inexperience of the MAMC. the 
Study Group were assured by the Port authorities that aftcr Haldia. MAMC 
had become rich in cxperiencc and their supplies to other Ports likc Madras 
and Vizag had been mor: regular than had been the case with supplies to 
Haldia. 
(c) E~cnlation in cost 

6.76. As regards escalation in cost, the Chairman, Calcutta Port Trust. 
bas stated in evidence : 

"As the specifications, layout and other things were actually drafted 
under our guidance and we did approve of the layout, we could 
not agree with regard to the increasc in price. As such, wc 
requested the Development Adviser lo go into the mattcr and 
effect a compron~ise on thls." 

In a urrtten note furnished to the Committee after evidence, it wa, stated 
that : 

"According to the recommendation of the Development Adviser. 
M.O.T., the memorandum of settlement was signed on 1 1 . 8 . 7 3  
wherein the lump sum contract on turn-key basis was enhanced 
to Rs. 995.21 lakhs. This amount was exclusive of the extra 
expenditure which may be incurred after verification of actual 
tonnage of certain items of work as well as for the few other 
items to be paid on actuals for broughtout plus 10% as overhead 
estimated to an amount of Rs. 328.63 lakhs. The lump sun1 
amount was also exclusive of any extra payment due to further 
escalation on labour and materials, customs and excise duties, 
rate of exchange and sales tax if payable estimated to an amount 
of Rs. 206 lakhs. The total estimated amount wa!, therefore, 
computed to be Rs. 15.30 cmres. 

The contract is still in operation and as such final payment is yet 
to be done. However, it is expected that the project will be 
completed within the said estimated amount. 

In his recommendation for upward revision of prices, the Develop- 
ment Adviser, M.O.T. inter alia stated that "there have also 
been some changes, in some cases quite substantial, in the design 
and capacities of some of the equipments after placement of 
orders of MAMC, in order to achieve the designed loading rate 
of both the plants. This has resulted in increasing the quantum 
of MAMC's work both in design and steel work. Due to 
MAMC's inability to adhere, in some cases, to original arrange- 
ments, CPC's own share of work has also gone up." 

6.77. The Committee also find that when the case relating to enhance- 
ment of cost was submitted for the orders of the Finance Minister, he record- 
ed the following minute :- 

"This was discussed with Secretary (E).  It is clear that rise in cost 
of the plant has been due to inexperience of both CPC and 
MAMC in matter of designing, supply and installation of plant. 
Secretary (E) felt that though there has been increasc of 300% 
in the initial contract price, considering that this was a pioneer- 
ing effort and that the transaction is botwecn the two units in the 
public sector, the revised estimates should bc approved. We are 
increasing the role of public sector in an overall economic acti- 
vity and it is necessary to avoid such pitfalls at least in future. 



I n  view of the reasons given in tllc above notss, 1 approve the 
rcvised cdmates  rcluctantly." 

((1 ) Eflrcr of dt9kr.v ou  l r t~f ic.  
( i )  / r o t 1  Ore 7rnfjrc. 

6.78. 'I'hc Iron Ore berth provided at Haldia can handlc 4 million 
tonncs of ore per yc;rr. 

Thc Cornnlittec find from the Minutes o f  the 18th meeting of the Stwrrng 
Cornmiltee hold on 2nd April. 1975 that the MMTC were required from 
August, I975 onwards t o  lurnish to the Japanese the monthwise ro.jccticm\ 
o f  ore likely t o  he exported. During evidence. the Committee &*ired to 
know as to whi~t extent the export of iron ore to Japan had suffered due to 
non-cornpiction of the Ffaldia Project at that time. 

Thc Sccrctary, Transport statcd in reply : 
"I s h o ~ ~ l d  placc thc matter in thc correct perspective. We havc tu 

dcpcnd upon ~ h c  market conditions. So. MMTC, in fact. 
allocated ore to different ports, according to the available p o r t  
facilities. Bcforc we makc a statcmcnt on loss. we should know 
whether a certain quantity of ore has not becn exported simply 
becausc thc Port is not ready. Wc have to take into account the 
compensatory movcmcnt also." 

Asked whether the delay had led to the loss of ccrtain exports which 
could have taken placc. the witness stated "in that sense you arc right". 

As regards tllc futurc projcctions of iron ore exports through Haldia. 
thc reprcscntativc of the MMTC informcd the Committee during evidence in 
Junc 1976 that : 

"This ycar the ore which wc arc planning to export via Haldia is 
.4 million tonncs, provided i t  will bc ready try January 1Q77. 
In thc subscqucnt ycar, we are planning to cxport on the wholc 
23  million tonncs of ore and out of the total programme of orc, 
3 n~illion tonnes will go via Haldia. Similarly in 1978-79. 
which is thc end of the Plan, we expect t o  export 23.5 million 
tonnes of which 4 million tonnes will go via Haldia." 

The Study Group of the Committee which visited Haldia in December. 
1976. were informed that thc estimated ore traffic a t  Haldia during 1977-78 
was 1.5 million tonncs 
(ii) Cod TrtlfFc 

6.79. As regards the coal traffic the berth being provided is designed 
to handlc 3.5 million tonnes pcr year, which can be stepped up to 5.00 
million tonncs per annum with, additional investment on rcclaimcrs ctc. The 
Committec find that thc following projcctions of traffic were made by the 
Calcutta Port Trust in rcspect of the Fifth Five Year Plan (up to 1978- 
79) :- 

~ - 
Year 
-.-- 

Calcutta Port Haldia Docks Total 
1975-76 . .80 4 0  1.60 
1976-77 . - 2 -50. 2 .50 
1977-78 . - 3 -00 3 .OO* 
1978-79 . - 3 -50 3 .SO 

-. - - -. . -. - - - - . - - --- - - -- . -- - 
*(The Study Group of the Committee which visited Haldia in December, 1976, were 

informed that coal traffic at Haldia Port during 1977-78 was now estimated to be 1 .5 
million tonnes.! 



The Cornmittcc were informed in Ma!. 1977 that the Dcparttn~nt of  
Coal had set up a Working Group to  arrivc at a firm indication in  rcgard 
to the actual quantum of annual coal tratfic cnpcctcd to nlatcrialisc durinp 
the ncxt ten years, and that thc recommendations ~f the Gruup tvcrc aw;11t- 
cd. 

6.80. Thc Committee a lw  called for the actual coal trulfic handled at 
Calcutta during thc !car 1975-76. According to thc infornlatioo furnishc'tl 
by the Ministry, about .92 million tonncs of cortl trattic was handled at 
Calcutta Port in that year, which comes to only about h7"i of thc total 
projection made for that !car. As regards the cxtept of ut11is;ition of thc 
cxisting coal handling pli~nt at Calcutta. thc Committee have bccn informed 
that as against the working capacity of 2500 m.t. per shift of X hours, thc 
actual use of the plant in 1975-70 was 1950 m.t. pcr day. The rciisons I'or 
this short utilisation of installed handling capacity there haw bwn s~atcd 11, 
be shortage of open four whcelcr wagons, non-availability of  suitable ships 
for- loading coal in properly phased manner and irrcgulnr ;~rrival of coal. 

As regards thc Cuturc fate of this plant at Calcutta, the Committee ha\c 
k c n  informed in May. 1977 that lhc same is not pro oscd to be utiliscd t i l l  
such time as the throughput of coal at Haldia Coal 6 erths hits rcachcd its 
maximum capacity. This plant will be kepl only a standby to be used at 
sbort notice in cases of emergency or in the event of very small hhips (mini 
buJk carriers) being utilised for loading coal which may not bc possiblr: or 
economical at Haldia Coal Berths. 

I t  has been added that the question of distribution of  future coal traffic 
betweet Haldia and Calcutta shall bc decided aftcr the rccommcndations of 
thc Working Group about coal traffic forecasts are received. 

6.81. Tbe Committee n d e  that the work of desianinp;, tlabricating end 
installing of sophidtirated equipments of ore and cud bPndlina plants at 
Haldia was allotted to M.A.M.C., a pubk sector undertaking, which 
according to Ministry's own statement, had never done this work before, 
on tbe recommendation of a committee appointed by the Government of 
India in 1966 to exssnine the availability and suitability of imdigenou.(~ 
resources The plants were originally scheduled to be installed by Decem- 
ber, 1970, but even after off-loading some of the items, M.A.M.C. was 
able to start making some progress only from the middle of 1974 ant1 
when the Committee took evidence in June, 1976, the work was yet to 
be completed. Tbe reasons for delay have been stated to he changes En 
designs and capacities of some of the major equipme& h d  lack of exper- 
tise and suitable how-how with M.A.M.C. The cost of the plants also 
rose &om the initial contract price of Rs. 4.20 crores to Rs. 15.30 crores. 

6.82. The need for encowaging indigenous resources notwithstanding, 
the Committee consider the pitfalls, both in resped of long delay of six 
years and more than three-fold incrermse in cost, as unfortunate. Thic 
aspect of the matter was brought to the notice of the Fiance Ministry, 
wbo, as pointed out in para 6.77 of this Report, had strewed the urgency 
of avoiding such pitfrdls in future. The Committee note that after HalEie, 
the M.A.M.C. has gained in experience nad their supplies to other Ports 
like Madras aqd Visltalrhapatnam are stated to be more regular than was 
the case with supplies t a  Hsldia. The Committee hope that the expertise 
that bas been achieved at great cod and effort would be further develop- 
ed and perfected. 

6.83. Another matter of concern to tbe Committee is the flow d *- 
ciemt a in iron ore enb in coal to ensure fan and complete utilisation 
of the capacity created at Haldia for handling tbese commodities. As it is, 



for arating facilities for handin8 .bout U) hkh tonne$ (16 Iakh tunnes 
of raw nwterhh for fertiliser production and about 3 w 5 lakb tomes 
d hished fertiliser) with two doeuiers, storage shed aad bagging and 
stitch# #luipmcnt. It was esumated in January 1971 that the totul uatfc 
of £e-r would be about 1 1.47 lakb tomes per annum by 1 Y 18-79 ( 1.97 
lakb tomes of finisbed ferthser and 9.50 lakh tonnes raw rnrrter~ols for 
feftilistr production). The steering committee decided in that month that 
two ualoaders (with total handling capacity of 20 lakh tonncs per annum) 
proposed by the Port Trust would be necessary. The question of purchas- 
ing tbe unIoadmg from 'P' under this estimate remained under consrderation 
for some time, but was dro pod in November 1971 as 'P' did not have 
licence for manufacture of UJ d i n g  equipment. The estimate for Rs. 329 
lakhs was revised by the Port Trust in Janunry 1972 to Rs. 331.39 lakhs. 
This estimate was approved by Government in March 1972. 'The traffic 
at the end of the Fifth Plan was then estimated to bc 13 lakh tonnes. The 
loan assistance from the foreign country was subject to appointment of 
consuitants for the work from that country, and for thiiq the lorc~gn country 
agreed to pay as grant the entire amount payable as fees to the cotw&a.nts. 
The estimated approved by Government in March 1972 for Rs. 33 1.39 
l&s (including foreign exchange of Rs. 100.34 lakhs) was revised in 
May 1972 to Rs. 348.72 lakhs (foreign exchange of Rq. 133.95 lakhs) 
mainly to include the fees for consultants. The estimate was further revised 
UI Januiiry 1973 to Rs. 525.25 lakh (excluding Rs. 26.25 lakhs payable as 
tees to consultants to be reimbursed as grant by the foreign country) on the 
basis of quoted prices, consequent on price rise. It was estimated by the 
Calcutta Port Trust in August 1974 that the actual cost of the handling 
facilities would be about Rs. 953.94 lakhs (tmcign cxchange : Rs. 133 
lakhs). In February 1975 it was estimated that rlw actual cost might be 
about Rs. 1,395 lakhs. The amount of loan sanctioned by the foreign 
country is Canadian S 19 lakhs (about Rs. 142.50 lakhs) . According to 
the conditions of the loan sanctioned by the foreign country, import of all 
the items not available indigenously will have to be made from that country. 
Order for two unloaders was placed on 'IF in August 1974. Tender for 
bagging and stitching plant was received in October 1974 and tenders for 
supply, delivery, erection and commissioning of the fertiliier handling equip 
ment were received in June 1975; these tenders were under consideration 
(August 1975). The mechanical handling facilities are expected (August 
1975) to be available by December 1976. 

[Paragraph 33 of the Report of the Comptroller and Auditor General 
of India for the year 1974-75-Union Government (Civil)-- 
pp. 131-1331 

(a) Revision of Estimates 
6.86. The table beIow indicates the increases in cost from time to time 

of the mechanical handling facilities provided at Haldia for about 20 lakh 
lonnes of fertilisers per annum :- - 

Year --- --- Expected cost Brief details of Equipment to be provids- 
I 2 - -- - - 3 ---- 
1965 Rs. 42 lakhs Two ship unloaders (without storage sheds 

and bagging/stitching quipment). 
1 968 Rs. 55 lakhs Do. 
1%9 Rs. 106 1akhs One ship unloader (without storage sheds 
w.1 and baggingistitching equipment). 

A f k  d p t  of refom- Rs. 329 lakhs Two ship unloadem (plus storage sheds 
mendation of Cam- plus bag&g/stitctring quipmmt). 
diaa Expert Team. -- - -- -- 
6-46 IS77 



lor creating f a c i l ~ t i ~  for haodlmg a b u t  20 la111 t01111cs ( l o  I . A ~  I ,WIIC\  
of raw materials for fcnil~scr production and about 3 to 5 lakh tvnnc~  
if h s h d  fertiliscr) w i~h  two unloaders, sloragc s t i d  m d  h a ~ ~ ~ l y  and 
stitch,ng equipment. It was est~rnnted in Janux! I97 1 t h ~ t  t11c ~ot.11 irallic 
of fertd~ser would be about 11.47 lakh tonne> p.r annun1 t)) 1V$--") ( 1.97 
lakh tonnes of tin~shcd fertllwr and 9.50 1d.h turn1c.s raw ru;t[cr~;rl~ for 
fcrtiliser production). The steering commtttec dccidcci in that n ~ t ~ n t h  thar 
two unloaders (with total hancllmp capacity of 3) i.Ah tclnncs pct annurn) 
proposed by the Port Trust would be necessary. Thc qucs t~ot~  of  purcilw- 
mg the unloading from 'P' under this estirnatc rcn~amcd undcr c.on\itic~-ation 
for sumc Lin~c. hut was dropped in Novcnlbcr 197 1 :is .1'' tiid not have 
licencc for mani~tacturc of' unloading equipment. l'hc cqtirnntc 101 l is .  32'4 
lakhs was reviscll by the Port Trust In January 1972 to K\ 3 3  I .JO Iitkl15 
IXk cstimatc was approved by Governn~cnt 111 March 1972 I'hc tt.atlic 

at thc cnd of the Fdth f'lan was thrn estimatcci to hr. 12 lahh torlrlcs. 'I'hc 
loan a ~ s i s t a ~ ~ c e  from ttic furcign c ~lntr!  W;L\ xuhjcct to ; I ~ ~ ) O I I I ~ ~ I I L - I I ~  01 
iort~ultants for the work from that country. and f o r  [hi.; thc Iorc,gn ctwntr) 
:igrmi to pa! as grant thc entire anmunt pa!.ahlc ax fees to thc co i~sul~anL~.  
I'hc c.,timatc,l approvCJ I?? Ciovcnlmcnt in hlarc11 1<)72 for K,. -1.3 1 .3') 
Ii~khs (including forclgn cxchanp of Rs. 100.34 lahl~x ) was, rci ixd in 
'May 1972 to  Rs. 348.77 lakhs (foreign cxchang~. o f  Rs. 123.05 lalrhs) 
mainly to include thc fees for consultants. Thc cqtrnlarc was further rc.\,iwtl 
In January 1973 t t )  Us. 325.25 lakh (exclutiing Us.  20.25  lahh.; payahlc a\ 
Ices to  consultants to hc rcirnburxd as grant hv thc fan-ign cour~try) on thc 
basis of q u o t ~ d  priccz. ctmscqucnt on pricc rkc. I t  u.xs cstima~id hy thc 
('cllcutta P o r ~  Trusr in August 1974 that thc actual co5t of thc handling 
fxi1itic-s would bc ahjut lis. 953.94 lakhs (Tor~.iqr~ ~*xcli;ingc : Its. 137 
lakhs) . In Fcbruar! 1973 i! was e.;tini;~t;.(! t I: : *  111:. :!ilrl,il tort might hc 
;ihout Rs. 1.395 lnkh.;. The amount of Itwn x~ncticvwd hy t h~ ,  foreign . ,iuntry 13 Canadian 5 10 lakhs (about Rs. 142.50 Iakhs). According t o  
thc conditions of thc loan sanctioned by thc foreign country. import o f  all 
the items not availahlc indigenously will have l o  he madc from that country. 
Order for t w a  unloaders was placed on 'H' in August 1974. Tender for 
bagging and stitching plant was received in Octobcr 1974 and tcntlrrs for 
\upply, delivery, erection and commissioning of the fertiliser handtin?, equ ip  
ment were received in June 1975; these tenders wcrc under consideralion 
(August 1975).  The mechanical handling facilities are cxpectcd (Auyust 
1975) to bc available by December 1976. 

[Paragraph 33 of the Report of the Comptroller and Auditor Gcncral 
of India for the year 1974-75-Union Government (Civil)-- 
pp. 13 1-1 3.31 

(a) Revision of Estimates 
6.86. The table below indicates the increases in cost from time to time 

of the mechanical handling facilities provided at Hnldia for ahout 20 I:~kh 
tomes of fertilisers per annum :- Year- .- . . - -- . -. . -- - 

.- 
Expected cost~ Brief details of Equipment to be provided -- . . -- - - 

I 2 .-. ~ 

3 
. . . . .. . -- - 

1 9% Rs. 42 lakhs Two ship unloaders (without storage shed\ 
and bagginglstitching equipment). 

1968 Ks. 55 lakh Do. 
1969 Rs.  106 lakhs One ship unloader (without storage shed\ 
(Dtc.) and bagpinglstitching equipment). 

After receipt of rccom- Rs.  329 lakhs Two ship unloaders (plus stora~e sheds 
mendation of Cana- plus bagging/stitching equipmat). 
dim Expert Team. - --- -~ .. . . -. -- . . --- . - -- 
6+R 18 L S 7 7  



(including f a  oC RR 
133 -95 lakhs) 

1973 (Jmuary) Rs. 525.25 l&hr Do. 
(including f.e. of Rs. 
133 9 5  lakhs) 

1974 (August) Rs. 953 -94 l a k b  Do. 
(including f.e. of Ra 
133 lakhs) 

1975 (Jamnuy) Ra 1.395 lakhn Do. 
(including f.e. of RB. 
133 lakhs) 

6.87. The Committe have been inParmed that the entire foreign exchange 
element will be met from the Canadian loan of 1.90 million C.S. (Rs. 142.50 
lakhs) for the Project. 

Tbe (hxunittee have also been informed that no amount has been 
d to the foreign consultants, their fees having been paid by the Canadinrn EL rnat~onal Development Agency as out-right grant. 
The following reasons have been furnished to the Committee for revision 

of estimates from time to time :- 
"(i) After the finalisation of the detailed scheme with the canadjan 

Consultants in March 1973 it was found necessary as a result 
of detailed investi ation and also to accommodate FertiKser f Corporation of In la's special requirement to modify the scheme 
to certain extent without altering the basic scope of the project. 

(ii) There being lack of expertise on the manufacture of handin& 
equipment necessary for the scbeme, the itemised price estima- 
tion could not be done accurately. Hence it was indicated at 
each instance that actual cost will be known only after tender- 
ing. 

(iii) Extensive price rise m the country after 1972." 
The (:hairman, Calcutta Port Trust, has hformed the Committea d h g  

evidence that :- 
"Now, it is estimated that apart from handling fertiliser raw material 

that is required by the Fertiliser Corporation, we will also be 
handlin fertiliser raw materials for other organisations, such 
as, the f 3  industan Lever and other firms and we have alsu to 
cater for a large amount of import of finished fertilisers. The 
detailed lay-out design was prepared through the help 
Canadian consulting mgineers appointed by the Canadian Gov- 
ernment through their organisation. This lay-out has been 
approved by ns and we are following that. In this particular 
scheme, the Agriculture Ministry is also co-operating with regard 
to the import of the finished fertilisers and thelay-out inchdes 
complete automatic bagging and stitching of fertilisers." 

6,88. Asked to explain reasons for the spurt of the original estimate 
of Rs. 42 lakhs in 1965 to Rs. 1,395 lakhs in 1975 in respect of the mechani- 
cal handling facilities for fertilisers, the Ministry of Shipping and Transport 



h r C  in a Written note dated 26 March 1977,. stated as under : 
'Tbc oriw estimate of Rs. 42 lakhs for mechanical handling bcl- 

Kties for fcrtiliser prepared in 1965 was me for the provision 
d an unloadet to be installed an the fe 3 scr berth. This 
scheme included neither any mechanicai transit facil$ies nor 
storage from tbe berth but contem hted tranahipmeqt d c a r p  
dtber directly by barge loading or 1 y wagons. 

of this oject had to undergo r radical cbange to cater -EX aeads o r  the Furtitiser Corporation d India a d  the revised 
scbeme invoking the direct pa&ip&on of the Ministry of 
Agriculture envisages incorporation of an mtensiva conveying 
system, storage facdities, and provision of automatic bagging and 
stitching equlprnent for raw materials. An estimde amounting 
to Rs. 331.39 lakhs covering the said provisions was first sanc- 
tioned in 1972. This estimate therefore should be conaidered 
as basic and original estimate for the roject, which has been 
revised to Rs. 1,395 lakhs in 1975. h r d o r e ,  t b  imrense in 
the estimated cost fur the fertiliser plant k to be osmpared with 
the estimate as sanctioned. 

With the tnlarpnent of the scope of the ro'ect as indicated in all 
foregoing paragra h, it was estimated y t e Foreign Consultants B I? l, 
that the overall esigned ca ity will be in the region of 1.68 
million tonnes ptg year. Giq into account operational 
limitations, the berth with its mec anised system will be able to 
achieve the annual throughout of 1.5 to 1.8 million tonnes. 
The fertiliser traffic projected for a riod 3-4 years beyond the 
commissioning of the project is 1. r million tonnes per annum 
and the project would be economically viable at this through- 
put" 

6.89. The Stud Group of the Committee which visited Haldia in 
December 1976 un dY erstood that the fertiliser berth was practically ready. 
The berth was being c o ~ e c t e d  directly with the fertiliser plant under cone- 
truction by the Fertiliser Corporation of India at Haldia. The berth also 

ovides for automatic bagging and stitching for imported finished fertiliser. &! W y  Group, however, noticed that the adjoinmg space had yet to be 
cleared of construction materials and if that was not synchronised, the 
operation of the berth might be somewhat delayed beyond the commission- 
ing of the Docks. 

In a note furnished to the Committee in April 1977, it was stated that 
the civil car~tmction work of the Fertiliser Berths had been completed and 
installation of the mechanical handling arrangement including conveyer; 
system on the jetty was in progress. It was added that the berth was likely 
to become operational in April 1978. 

6.90. As mentioned in the Audit paragraph, the facilities being provid- 
ed can handle 20 lakh tonnes of fertilisers per annum. 

The traffic to be handled at the plan will consist of raw materials far fm and &1%&e61 fiertilisers. 
-- --- 

+Not Vetted by Audit. 



So tar ah raw materials are concerned, the represcntatlve of h e  Ministry 
of Fertiliscrs and Cbcmicals has informed the Committee during evidence : 

"Ln so far as thc fertiliser raw material is concerned, besides the 
Fertiliser Corporation of Ind~a,  we havc also some super phos- 
phate units whrch will require imported rock ~ h o s p a t c .  I n w  
un~ts are already opcrating. In addition, the ertiliser Corpora- 
tion of India is sctting up two phnts, onc at Sindri and the 
other at HaIda. The Sindri plant is expected to be in operation 
by early 1978. When the facilities for handling fcrtiliser raw 
materials are ready, that is in 1978-79, we anticipate that the 
fertiliscr raw materials to bc handled at the port of Haldia 
would be of the order of 7 lakh tonnes and in the subsequent 
year, it would increase to 860,000 tonnes and in 1980-81 and 
thereafter it  would bc 950:000 tonnes." 

Ln regard to finished fertiliscrs, the rcprcscntativc of' thc Ministr! o f  
Agriculture has stated during evidence : 

"As far as thc Ministry of Agriculture IS concerned, in 1970 when 
we werc first consulted about the capacity of the mechanical 
handling plant, wc estimated what part of the imported fertilisers 
could be handled through this port and, for that, wc took into 
account not merely the total imports which might be made in 
1970 and later years but also what thc hinterland of Haldia 
Port would rcquirc which is mainly North-Eastern Assam, Bihar, 
West Bengal, Orissa and  he Eastern part of U.P. We had then 
madc the cstiniatc that, taki~lg illto account thc indigenous 
production also. which is likely to serve this area. we would 
possibly be able to bring in nearly 1 .Y7 lakh tom of imported 
material from thc Haldia Port. The present estimate for 1978- 
79 is slightly highcr lor two rcasons. One is that the indigenous 
production which we had estimated would come up in this area. 
would not be coming up in this pcriod. So, we would have to 
import a little more for thc hinterland. The second reason is 
that. at the tirnc we made thc ostirnate. the  consumption of ferti- 
lisers in these eastern States, apart from being very low in 
~tbsnlute terms. was also very erratic; i t  was 40,000 tonnes in onc 
year, 25,000 in thc the next, ctc. So, we would require more 
fertilisers to serve this area. That the estimate of finished 
fertiliser imports which would be brought into Haldia to serve 
the hinterland would now go up to 3.6 lakh tonnes as against the 
original estimate of 1.49 lakh tonnes." 

The total anticipated fertiliser traffic (both. raw materials and finished 
fertilisers) through Haldia from 1980-81 and thereafter would thus come to 
about 13.10 lakh tonnes per annum. 

(c) Loan by Canadian International Development Agency 
6.91. As mentioned in the Audit paragraph, a loan of Rs. 142.50 lakhs 

by the Canadian firm had a condition tagged to it that import of an the 
items not available indigenously would have to be made from that country. 
During evidence, the Committee desired to  know whether thisakind of condi- 
tion was there in the loans from all western countries. I n  reply, the Secre- 
twy (Transport) stated : 

"So far as I know, such conditions are usual when bilateral loans are 
prescribed." 



6.92. In a note furnished to the Committee in May 1977, it  has k e n  
clarified that 'tied loans' from other countries arc not unwmmon and that 
such tyrng is of two cateprlcs.  namely 'projcct tying' (I-::. thc m~cccds of 
thc loan can be urrd only for the specific projects or uses) :inJ 'country- 
tying' (\.ir. tied t o  procurcmcnt from thc donor country). I t  has l w n  acidcd 
that in the present case. thc country conwrncd wiis Canad;\ arid thc rclcvant 
loan agreement contuincd thc foli~wing provision : 

"Except as may otherwise hc specifically agrccd to hy Can;&. ihc 
pri~cceds of the loan shall bc used by 1ndi;i cxcl~isi\vly fcw the 
purchase in Canad:i of cquiprncnt for thC fcrtiliscr twlb tiandling 
facility for ports in India." 

I hc M~nistry have statcd that i t  shnulcl not bc coll\trucil :is 3 s t ipuht~on  
t 1 ~ 1 t  all cqulpment rcciuircd to tx* ~niportcd for tlic projcct would ncccssarilv 
have t o  come from Canada. Purchase\ from other sources against payments 
t c ,  he made out of our own I ~ S O U ~ C C ' S  or  undcr SOII~C otficr soi1rws 01 financing 
a\ailahle to us are not prccludcd. 

Ihe full tcxt l ) f  ?11c uotc reccivccl fro111 thc Min~stry IS reproduced 111 
A ppcndix 11. 

6.93. The Committee ~wte that after finali\ation of the clet~ilcd scheme 
rqprding mechanical handling facilities for fertiliscrs at Haldin with the 
Canadian Consultants in Marrh 1973, the Project authorities lbund It 
n e c e w q  to mrwlifv the same to accommodnte the Fcrliliwr Corporation 
of India's \peical requirement. There was, however, no change in the 
handling capacitv of the equipment which rcnmincd at 20 lnkh tonnes per 
annum and. as stated by the Ministw, the modifications also were only 'to 
rme extent without altering the basic scope cd the prnject'. In the fight 
of this position, the Committee are unable 4, understand the 33 ttM fn- 
crease in the cost of the equipment from Rs. 42 l a k h  in 1965 lo Rq. 1395 
lnkhs in 1975. l k  figures speak for themselves. 

6.94. In a note furnished to the Committee in March 1977. it bPa 
been contended that since the f i s t  evtimate for the project actually mx+ 
tioned in 1972 was for Rs. 331.39 lakhs, the compariwm should be between 
this sanctioned estimate (Rs. 331.39 lakhs) and the revised (1975) & 
mate of Rs. 1395 lakhs. Even on that comparison, &ere ha9 heen a tour- 
foM increese. In the opinion of the Committee, it is a m o t  point w h e w  
the estimatims were realistically made oq the basis of sound pmjectknrs 
and handling cost implications or  they were simply -lafed upwards to 
fit in within the framework of the prospective offer of a Canadian loan. 
In any case, one very vital factor seems to have been lost dght of, namely, 
the question of capacity created vis-a-vis requirements. Aq mentiond h 
the Audit paragraph, Government's own anticipations of M c  in fertiliscm 
at Haldia for 1978-79 r c r c  assesed in January 1971 at 11.47 hkh tonnes 
and in Jannary/March 1972 at 13 lakh tonne% The latest calculatbnq h 
this regard as placed hefore the Committee durhe evidence are 13.10 hkb 
tonnes per annum O t h  raw materialv and finiched fertilisers) from 1980- 
81 and thereafter. I t  iq, theregore, obvious that bv providing mechanical 
handling facilities for 20 lakh tonnes per vear, an e x c d v e  handliw mDg 
citv of about 7 lakh tomes per year hag been created at h a w  ctH * 
iq likely to remain nnatilised on the pmwnt sbwing. The extra expendE- 
ture involved in the creation of this eapacitv is aL5o bound to have its fm- 
pact on the Port's f a  handling fertilisen which will in turn 



tbe haported WtiIkm more costly. Tho Committee, therefore, v t  
!bat tbe matter #&odd be bolted ink by a team of experts indudiq r cost-  
ing expert with a view to optimise the P.W d tbe &andHng capacity created 
at the fertiliser bertb of Haldia Docks. Tbe Committee will like to be b 
formed of tbe action taken in this regard wilhin three months d the pre- 
sentation d the Report. 



CHAPTER \'I1 
HALDIA URBAN COMPLEX 
(a) Development of Industries 

7.1. The importance of a port depends on the area nnd developn~ent 
potential of the hinerland it commands. A large population with agricultural 
wealth to sustain it, the bountiful supply of niincral and natural resources 
and an efficient transport and conlmunlcation system enhance the prosperity 
d the hinterland and contribute to the growth of ualtic. Halclia, C'a~cuttu 
Ports have a hinterland extending over almost half a rnilliom sq. milcs which 
abound in agricultural, mineral and industrial resources. 

It would be recalled that Calcutta port. in its heyday when it did nor 
suffer from the the handicap of shallow draft. had been responsible for bring- 
ing about development of industrial and commercial activities around it. 
Now that Haldia port with a deep draft has been established, it is but appro- 
priate that industrial and commercial activities should be developed around 
Haldia to make the hest use of the modern handling facilities which exist 
there. 

7.2. Development and Planning (TdrCP) Department, Government ot 
West Bengal, prepared in January 1975 an Outline Development Plan for 
Haldia Industrial Urban Complex. This integrated plan prepared in con- 
sultation with the authorities of the Calcutta Port Trust and the West Bengal 
Industrial Infrastructure Development Corporation envisages the growth of 
population to about 3.50.000 by 1990-91, and it covers the whoie arm 
under the control of the Port Trust as also about 10,830 acres outside such 
control. The plan indicates the optimum land use pattern for the entire area 
over a period of twenty years in the perspective of the expected rrowth 2nd 
development of trade, com,merce, industry, transportation and social services. 

7.3. The Committee find from the Outline Development Plan for 
ttiildia Industrial Urban Complex, that the Haldia Port has, from an 
early period, been associated with proposals of new industries of both public 
and private sectors involving an aggreeate outlay of over Rs. 475 crores. 
I t  has been, inter alia, stated in the said plan, that- 

"Three Public Sector Projects involving a total investment of Rs. 285 
crores were planned for development during the Fourth Plan 
period. Of these three projects, the Haldia Refinery Project 
has already been constructed, the Haldia Dock Project is near- 
ing completion and the Haldia Fertiliser Proiect ir ctrll under 
construction. Five other Public Sector Projects involving a total 
investment of Rs. 142.41 crores have also been propozed by 
the Government of West R e n ~ a l  for location in the Haldia 
Region. Three Joint Sector Proiects involving a total invest- 
ment of Rs. 3.83 crores have already been approved and are 
in the process of implementation. Eight Private Sector Prcticcts 
i m ~ l v i n g  a total investment of Rs. 42.85 crores have already 
been ap~roved by the Government of Tndia for location in the 
Haldia Region. These projects are also in the process of im- 
plementation. One more project involving an investment of 
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Rs. 85 lakhs is awaiting clearance of the Government of India. 
That apart, four infrastructure devtlo ent rojects of Indub- 
tries Department, mostly to support d? e deve ! opment of indus- 
tries havc been planned in Haldia at a total investment of 
Rs. 7.70 crores." 

Details of these projects are given below :- 
-. . - - . . . ... - -. . .- -- - --. -- . . . - - 

S. Namc of the Project Total Employment Remarks 
No. investment envisaged 

(Rs. in lakhs) 
. - - .. . - .. . . -. - . - - 

2 -- --- - -. - .. 
I 

~ - --- --- -. 
3 4 5 

I. Calcitta Port Commissioners 90.00 -00 2,000 The work is in pmgresq 
2. Indian Oil Corporation 70.00 -00 500 Trial production, started 
3. Fertiliser Corporation of 

lndia (Soda Ash) . . 1.25.00 -00 1,600 The work is in plopess. 
4. Messers Eureka Chemicals 

Pvt. Ltd. 42 -00 173 DO. 
5 .  Messers Allied Aromatics 

Ltd. (Maleic Anhydride) . 2 3 . 3 0  126 Do. 
6. Messcrs Petro-Carbon and 

Chemicals Ltd. (Calcined 
Petroleim Coke) . 1.18 -60 141 Do. 

7. Messcrs Hindustan Lever 
~ t d .  (STPP) 15.00.00 500 Do. 

8. Messen Hindustan Lever 
Ltd. (Caustic Soda) 1 1,OO.OO 800 Feasibility reportFLis 

9. Messers Delhi Cloth and undcr preparation. 
General Mills Co. Ltd. 
(Processed Marine Products) 2,50 90 1 Do. 

10. Mcssers India Tobacco Co. 
Ltd. (Processed Marine 
Products) 2 . N  -00 1 ,oo(-' Do. 

11. Messers EMC Steel Ltd. 
(Transmission Tower Pro- 
jects) . 40.00 645 Do. 

12. Messcrs Bengal Coal Co. 
Ltd. (Cresole, Sodium Sul- 
phate) . 1.19.00 145 Do. 

13. Messers Bharat Guage and 
Tools (Gauge Tools) 5.00 -00 1,500 Do. 

14. Shri K. K. Kar (Caustic 
Soda) . 526 -00 1 ,o00 Do. 

15. Refinery Expansion from 
2 -5 million tonnes to 
3.5 million tonnes per 
annum . 16,00 -00 100 The West Bengd Govt. 

have written to Cen- 
tral Government in 
the matter. 

16. Messers Andrew Yule and 
Co. (Detergent Alkalyate) . 21,OO~OO 440 Do. 

17. . Messers Industrial Contai- 
ners (Mild Steel Barrel- 
drums) . 41 .00 154 Idustries Commissioncr 

has to move the Oov- 
~ - - . -- - - .. -- .. 

ernment of India. - 



19. Mts&rs India Drugs and 
Warmaceuticals Ltd. (3rd 
Unit) . . . . 30,OO .00 1 .00(1 Do. 

20. Mcssas Rallies lndia Ltd. 
(RoccPsed Marine Products) 85 QO 290 

--v- - 
TOTAL . . 4.74.93 90 118.114 pcnons 

(Say Rs. 475 crores) - - - - -. - - -- . -.-- - -. - ------ -- 

7.4. The Outline Plan covers about 17 sq. miles of area, m addition 
to 9 sq. miles acquired by the Port Trust. The 17 sq. miles of land is spread 
out as a dumbell with additional industries on the edge of one of the knobs 
representing Durgachak. The two knobs of the dumbell are two townships : 
one at Durgachak and other at Haldia linked by an arterial road running 
parallel to the Port Town. In Durgachak two ribbons of highly urbankcd 
land, one-half mile in depth, are pro sed to be developed along either side 
of Durgachak Road startin from ti? e entrance of the Port town. Haldi 
township, on the other h a n l  would be defined by Haldi river on the South 
and National Highway 41 on the North Here also development would 
start from the entrance of the Port town and expand along the National 
Highway. The land and development cost of the complex has been estimated 
at  Ra. 176.57 crores spread over a period of 29 years. Additionally, it has 
been proposed to conserve more or less 22 sq. miles for agricultural purpww 
so that it provides a green belt to the township for supply of fresh vegetable. 
dairy products etc. 

The Outline Plan for Haldia was revised in July 1975 by the Union 
Ministry of Works and Housing who suggested a programme of land deve 
lopment of 2500 acres over a period of 10 years and identified Rs. 5.5 crores 
as seed capital requirement. Out of this the Central Government would 
consider providing Rs. 3 crores as the matching contribution. During the 
financial year 1975-76 the Central Government actually advanced Rs. 50 
lakhs as loan for acquisition and development of 250 acres of land at Dur- 
gachak. 

7.5. 200 acres of land have been kept earmarked within the Port Trust 
area in Haldia for setting up of an Export Processing Zone consisting of 
small and medium scale industries. It has been claimed that the EP Zone, 
consisting of a balanced mixture of engineering, chemical, electronic, fertiliser 
by-products, hides and skins, fish and fish-based industries will ensure 
against fluctuations in the fortunes of individual line's of industry and is sure 
to be a flourishing success. 

7.6. A Study Group of the Committee which visited Haldia in Decem- 
ber 1976 were told dunng infomal discussions with the representatives of 
the I' State Government of West Bengal that Haldia was one out of eight 
growth centres" to be set up by the State Government for encouragmg b- 

d u W  and economic activities. In  1975, the State Government had i8- 
~r&dnised the West Bengal Development Corporation into a full-fldgad 



iandusCrial promotional agency. Industria ware offered a pgckage d hma- 
tivts for setting up industries at Haldia. It was added that the State Govenr- 
mwt attacbed so much importance to the development of Haldia that an 
apex policy making body viz. Haldia Development Board had been se$ up by 
the State Gwernment with the Chief Minister, West Bengal, as its Chairman 
and ?epresentatives of concerned Ministries of Government of India as 
Meanbers. A high-powered Haldia Development Authority was to be oet up 
by the beginning of 1977 to be incharge of alI deveiopment adivities in 
Haldia. It was added that apart from the three industries to whom ticences 
bad been issued, the State Government had about 20 pending applications 
for land for industries. It was added that the State Industries Department 
had submitted project reports in respect of petrcxhemical industries to the 
Central Government but the proposal's were still pending Central Govetn- 
ment's decision. 

It was also added that Hindustan Lcvcr was the only big house which 
had been given land for  setting up an industry there. No multi-national 
cmccrn had k e n  albwed to set up any industry at Hddia. Fur tk .  the 

nce of the State Govanment with Joint Sector enterprisas was osd :F y one and it was the policy of the Stab Government to enc~urap 
sm and medium industrialist9 also. It was stated that some progmsmws 
requiring phxity for devel ent of Haldia were awaiting a decision hrom 
the Central Government. (F or example, the question of setting up of a 
Naptha-based petrochemical complex at Haldia was under consideratkm .of 
tibe Central Government since 1964. It was added that conaidering the vady 
improved availability d naptha in the country and prospects of Borntray 
High, there was a strong case for locating a petrochemical complex at Hddia 
in the interest of employment, production and developmrnt of dmmtmm 
mall scale units. 

The Study Group gathered an impression that development of industria 
in the Haldia redon was not being handled with the prinrity it deserved. 

(b) 0th imports& features d develapnent 

7.7. The Study Group also discussed with the representatives of &e 
West Bengal Government spne of the important features relating to dart- 
lopment of the area. These are discussed in the succeeding paragraphs. 

( i )  Resettlement of displaced persons 

7.8. The Study Group were intormed that about 1500 families had 
been displaced. They were given the option to either claim cash T- Yatim or apply for allotment of rehabilitation sites. Only 700 bm 6s 
applied for allotment of rehabilitation sites and the others wanted connpensa- 
tmn. So far 500 families had been rehabilitated and the Study Group were 
informed that the remaining families would be rehabilitated by April 1977. 
Besides, Calcutta Port Tnist had also offered one job per family to mitigate 
hardship of the uprooted families. 

0 

The Committee find from the Outline Devebpmeat Plan for the EUdh 
Inbstrisll Urban Complex that on a claw appronimation, r d i &  r~mw 
af pa"sa08 likely to be displaced due to develqnmt octidtks now d- 
trksco mid be h u t  27,300. 



(ii) Employment Potential 
7.9. The Study Group wart: hfmmud that the cmploymmt Robnu: h ehe Haldia Dock5 was expected to be of the order af 5,009. T e Conr 

mittae were also informed that taking into accouut the employment proba- 
bilItics with the shippiag agents, industritas etc., the total number of persons 
likely to be eanployed was 26.500. 

7.10. The Study Group were informed that the West Bengal State 
E)ectricity Board had already constructed a sub-station near the WBIIDC 
land, for supply of electricity to Haldirz, the Industries and the Township, 
Erom where transmission lines would be extended to the contemplated 
Durgachak and Haldi Townships. The State Electricity Board had prepared 
d plan to meet future power requirements of not only the existing industriw 
but also of industries to be set up in future. 

7.1 1. The Committee find that the position in respect of power was 
indicated in the Outline Development Pian for Haldia Industrial Urban 
Complex (January 1975) as follows: 

"The West Bengal State Electricity Board have extended their power 
p d  to Haldia and are now supplying power to the Dock Pro- 
ject, Refinery, Fertilisef hctory as well as other industries from 
their 33 KV power line. The West Bengal State Electricity 
Board will supply all the future pwer  need for the, port and 
industries to be located in this region through high tension 
power lines. There is already an existing 132 ICV trans- 
mission line which ends at a substation at Haldia. The State 
Electricity Board is contemplating to add another 132/220 KV 
transmission line in the near future. A few additional sub- 
stations will have to be constructed from where high tension 
line of 33/11 KV will criss cross the entire industrial complex 
and supply power to the industries, trade and commerce and 
domestic consumers. In order to meet the demand of Haldia 
region beyond 100 KVA as well as the demand for rural electri- 
fication of the region the State Electricity Board has taken up 
the construction of a thermal generating station at Kolaghat and 
the project is expected to be ccxnplebd within the next five 
years." 

(iv) Road Developmenr 

7.12. Asked to state if the Project had been integrated with railway 
and road transport systems, the Study Group were informed that Haldia will 
be linked to Kolaghat by National Highway No. 41. In addition, extensive 
network of internal roads to serve the port facilities, the township and ths 
various industrial &Mshments had also been built. 

7.13. The asked the R d s  Wing of the Ministry of Ship- 
ping and Tmnspo=ish information relating to the progress made in 
~~t ruc t icm d the National Highway No. 41 and the information furnished 



by them io January 1977*, I .  reproduced below : 
"The length of the National Highway leading to Hal& Port is abwt 

32 miles. The estimates for land acquisition and road cons- 
truction were sanctioned in January 1968 and July 1969 r&- 
pecuvely. Physical possession of land was not made availabk 
initially by the land-owners which hampered the 
progress of construction in the first few years and the work 
proceded with in different lengths as possession became avail- 
able. The land acquisition having been completed, the construe 
tion of the road which is underway is likely to be completed by 
the end of 1978 with an adeguate augmented pavement structure. 
There are also two over-bndges which have to be constructed 
by the Railways as deposit works for which Railways have 
been aid the entire cost of construction during the year 1975- 
76. 51 e probable date of construction of these over-bridges 
is also by the end of 1978. 

For transportation of materials to Haldia Port under construction, the 
existing State Road was improved under the Central Aid Pro- 
gramme of State Roads for InterState or Economic Import- 
ance. The present day Wit to the Hrrldia Port is moving 
on this road. 

Wlth the cstablishmcnt of the Part at Haldia, quite a large volume 
of traffic is expected to generate, the main items being coal, 
ore, minerals, rock phosphate, petroleum and general cargo 
such as salt, sugar, foodgrains, gunnies etc. Some petroche 
m i d  industries are also likely to come up in and around 
Haldia which will produce, among other things, heavy che- 
micals, fertiljsers, synthertic. plastics, rubber, fibres, chemi- 
cals, solvents, detergents etc. With the development of all 
these, the volume of daily traffic is expected to be pretty high 
neglwting seasonal variations. Besides, a township having a 
population of 3,00,000 is being planned for the Haldia Port 
area. The supply and services to this development would 
also account for further traffic. Heavy and light vehicles car- 
rying all this traffic to and from the port area are expected to 
mn at high speed and should be spared even the minimum 
interruption enroute u, as to reach the different destinatimc 
far and near speedily. 

The N.H. 41 after completion along with the rail link would cater 
for such heavy and fast moving traffic and serve a major port 
besides N.H. 41 also connecting the proposed port with the 
N.H. 6 along the shortest length." 

(v) Shortage of drinking water 
7.14. In r e w d  to supply of water to Haldia complex, the Commit- 

tee were informed by the Chairman, Calcutta Port Trust during evidence in 
June 1976 : 

"From the long-term point d view water is a, problem 3s far as 
Haldia is concerned and the State Government is actually 
seized of this problem. At the CM's meeting this was discu+ 
sed in detail. The State Government has taken up a scheme 
for tubewells and pipelines which would lead to Haldia and -- -- -- -.-- - 

*Not vetted by Audit. 



that would be ready in 1977. For long-term measure, tlwr: 
is a ochecnc for b e  in water horn the nearest point of 
the river. That is to be decided after going into some rp 
search work. We can draw water h m  Subnmmkha and 
lead it to Haldia, we can have a canal from the dam. Therc 
is the other proposal of having pipeline from Rupnarain. The 
Chief Minister has asked the Public Health Enlpneering De- 
partment of the State Government to wbmit to him spsclfic 
proposals in this regard." 

'b Study Group of the Committee which visited Haldia in Decem- 
ber 1976 were informed by the State Government authorities that w a r  
supply to residents of Haldia from the 53 existing and planned tubcwcks 
was insufficient and that representations had already been received about 
the trouble being given by the existing tubewells which were not able to 
mure unintermpted supply of watcr for drinking and industrial purposes. 
It was admitted that inadequate water supply was one of the main con- 
straints in the industrial development in that area. The Government of 
lndia had also appointed a study team to investigate thc water supply pro- 
blem. The scheme of water works at Geokhali had both advantages and 
disadvantages. But with the completion of Farakka the latest view was 
that water works can be started. Meanwhile the State Government pro- 
posed to augment the supply of water by setting up a 10.5 mngd. walcr 
works project at Geokhali at a cost of Rs. 7 crores. This project, when 
mrnpleted will meet the water requirement of Haldia region upto 1991. 
The State authorities felt that it would not be possible for the State Gov- 
ornment to undertake a costly venture like Geokhali Project without finan- 
cial assistance from the Central Government. 

7.15. The Committee note that the ''Outline Developmeat Plan for 
fIaIdii Industrial Csntples" brought out by tht? Government of West Ben- 
gal in Jannarg 1975 envisages the setting up d a number of indmtrk, 
both in the public end private sectom, wolving an outlay of over Rs. 475 
awes, Out of the tbree prtMic sector projects, two, viz. Haldie Refinery 
Project and the Wi Dock Pmject have been completed or are nearing 
completion. The third project, viz. Hddia Fertiliser Project, is taking 
shape. It is a matter of! satisfaction that the Haldisi would be one of the 
eight growth centres to be set up by the State Government of West Ben@ 
for enconraging intEusbisl and economic artivities. That Haldia is Mug 
given tbe lnmportmm that it richly deserves is evident fro rnthe €act M 
mdmtrk are now being offered a package of incentives besides other 
urfiastnactaral facilities. A proposal to set up a, hi@-powered Hddi Deve 
lopment Authority is also on the anvil. The Committee are confident that 
given the necessary facilities and the WheFewithal for ~ccelerathn of pro- 
motional activities envisaged uuder he O o t k  Plan, the contours of Haldia 
w w l d  rapidly mdergo e chenge and in not too distant a future the Corn- 
~ l e x  would p h t e  with diverse activities, industrial as well as economic, 
'$hg emplcvgm~nt opportunities to large segments of the population. The 
~~rrrmittee would & that a definitive plan for indllstrial deveb~ment 
~ h l d  be drawn lap for the gainfbS abswptiou of an estimated 27,300 
P w  dispIaced p a d t  of the project emd for the emphqmmt of 
Other unemployed pessons dudng the next five to seven y m .  



steps should be taken to enroorage early sefling op oi tbe industries for 
which llcences have been given or are proposed to be given in the near 
foture. All factors inhihiling thc growth of ii~dastries should be identified 
and remedial step$ taken. The Committee w d d  like to mention in this 
cannection a few of the constraints which W e  hampered the creation d 
an appropriate climate for growth. 

7.17. It Jt was stated before a Study Group of the Committee whicb 
visit& Haldia in December 1976 that inadequate water supply was one of 
the main co~rrrlminb in the industrial development in that area. The State 
Gavernment had plamned the setting up of 10.5 mgd. water works p j e d  
at Geokhali at a cost of Rs. 7 a w e s  but it was apprehended that the Slate 
Government might not be able to undertake it without financial 
f b m  the Central Government. The Committee would urge that the Cent- 
rai Government should extend full cooperation to the State Gwernment in 
.mhhg this problem of water supply which is a brsic necessity fir the 
d e n t s  of the area. 

7.18. As regards power, the Cormnittee note that the West Be+ 
State Electricity Board have extended their power grid to Haldia and are 
now supplying power to the Doek Project, Refinery, Fertiliser factory as 
wen as other industries from their 33 KV power line. The State EkctrMy 
Board ere contemplating addition OR certain transmission liws and sub 
atinns However, for meeting the demand of Haldia region beyond 100 
MVA and the demand for rum1 electrificstion of tbe regian, the Statt 
Electricity Board will have to constroct a thermal generating statioq at 
Kolaghat which has been taken in hand m d  is expected to be completed 
w i t h  the next 5 years. The Committee need hardly stress that power is 
an eswntial pre-requisite for industrial development and anv delay in 
meetiig the power requirements of the area in time is bound to have an 
.brerse effect not only on the overall devlopment of the region but aiso 
rn proper utilkation of the industrim1 and other machinery installed at 
havp cost. The Committee stress that the Central and State auhri t ies  
abodd see that adequate power for industrial and developmental use b 
porided in time. 

7.19. The Committee note that the National Highway No. 41 which 
is under construction shall connect the Haldia Port with National High- 
way No. 6 along the shortest length. The 32 mile length of the National 
Highway No. 41 leading to Haldia is expected to be completed by the 
end of 1978. There are two overbridges which have to be constructed by 
the Railwovs as deposit works for which the Railways have been paid the 
entire cost of construction during the year 1975-76. Keeping in view the 
expected gemeration of heavy and fast moving tradlic on commissioning of 
the Haldia Docks, there is an imperative need for speeding up the com- 
@dm of National Highway No. 41. The Committee, therefore, stress 
that in the matter of development of road communicatio~s as also other 
3nh.astructural Lcilities, there should be clow coordination between the 
Port, Union Government and State authorities so as to a s m e  integrated 
W timely development. ‘I 

7.20. Another aspect which causes concern to the Committee is the 
M r d m  that Ley gathered during theii visit to Haldia and i n f o r d  
discassions with the State autholities cmcmed that the Msster P h  for 



d m b p m e a t  of Hal& as an industrid and chemical complex w h i b  con- 
aRitated an essential part of the Haldia Project as connivcxJ is not making 
much beadway. Tbe Committee stress that there should be closer cuodi- 
n a b  between the Central, State and Port authorities in the interest 01 
~cctleratinp: the pace of development of industrial and chemimcl complex 
at Haldia. 

The Committee would like to be informed of the concerted matsum 
taken by Government and the other authorities concerned in pursmnce or 
the above recommendations and the results achieved to generate lnrgtw 
traffic at Haldia on a sustained ba4s. 

NEW DELIII; 
ilrovernber, I977 
Karrika, 1 899 (s ) 

C .  M .  S T E P H E N .  
Chairman 

Public Acrounrs C'ornmittc.e. 



APPENDIX I 
(Vide para 2 ' 12) 

Note showing the administrative set up sanctioned or proposed to be sanctioned for the Haldia Dock. 
"The management structure and set up for Haldia was considered by the Government in consultation with the mechani- 

sed facilities available in the new Dock complex, it was considered necessary to have a compact staff structure with 
minimum number of personnel. Unlike conventional set up, it would be task oriented and integrated in its approxh and 
would proved for a work oriented task force, to a great extent self-sufficient without inter-depending on other divisions! 
units and provide for greater speed and efficiency in operations. 

2.  The management structure at Haldia will be as follows 
GENERAL MANAGER 

i 
I 

Joint Manager 

Deputy ~ & e r a l  Manager 
(Operations) 

I 1, Mana~er 1 Manager 

I 
Trafflc -0 Plant 
Operotion Handling & 

Equipment 

1 
Deputy Geueral Manager 

(Management & Services) 

~aa'ager Manager Manager 
' Finance Penomel 

Manap 
Marine Infrastructure Market~og 
Operation & & & 

kidustrial Civil ~ l o p w n t .  
Relations Facilities. 



3. The General Manager has full powers and contrd and nuthocity 
over the activities at Haldia and is comparable to the Deputy Chairman 
in Calcutta. He is answerable to the Chairman for the operational and 
commercial efficiency and the financial stability of the Dock Complex and 
for harmonious industrial relations at Haldia. While the Chairman, Cal- 
cutta Port Trust and the Board d Trustees will have the responsibility for 
policy making, the executive functions at the dock management level would 

, vest in the G e n d  Manager. In keeping with modem result-orieated 
management practices, Haldia will have only two departments viz., "Opera- 
tions" and "Management and Services", each headed by a Deputy Gene@ 
Manager answerable directly to the General Manager. 

4. The Operational Services Departnient under the charge of 
General Manager (Operations) will supervise cargo handling activities ='Ti% 
on board and ashore, railway ttansportation, maintenance and running oE 
plant and equipment, maintenance of civil works in the Dock area, marine 
operations and supply of water and bunkers to ships. He will have four 
Managers under him for this purpose who will be assisted by Deputy 
Managers and Joint Managers. 

5. The Management and Services Department undex $he, Deputy 
G~neral Manager (Management and Services) will look after matters relat- 
ing to finance, personnel and industrial relations, infra-structuru and civic 
facilities and marketing development. Each of these will be hrdded by ii 
14anagar directly answerable to the Deputy General Manager. 

6. The Gmeral Manager will be assisted in the administrative work 
of his office by a Joint Manager, who will also bc responsible for attending 
to such residual functions and semiax as fire fighting, security, vigilance 
medical services, public relations etc. 

7. The following top level posts have been sanctioned by Govem- 
ment so fx :- 

Rs. 
(1) General Manager (Haldia) - 2500-12512-2750. 
(2) Deputy General Manager - 2100-2450. 

(Operations). 
(3) Deputy General Manager (Services) - 2100-2450. 

Besides this, the required number of posts of Joint Manager, Deputy Mam- 
ger etc. have also been sanctioned by the Central Government as r e m -  
mended by the Board of Trustees for the Port of Calcutta. The past of 
G c n e d  Manager was filled up by Government on 24th Feb., 1976. N w -  
4 q  action to fill up the posts of Deputy General Manager has also been 
taken by the Government. The Chairman, who is the appointing authorny 
in respect of the other posts. has taken/is taking necessary action to fill 
up the other posts." 



u m m x n  
(Vide paragraph 6.92) 

Nore on "tied aid" furnished by the Ministry in May. 197t. 

The Report d the Corn oller and Auditor General for the year 1974- F 75-Union Govmment ( ivd)-Para 33 regarding handhq facilities at 
HUldiu states, among other things, "accoKling to the con&tions of the 
loan sanctioned by the foreign country, import of all the items not avail- 
able indigenously will have to be made from that country." The Lok Sabha 
Sccretnriat have enquired whether such conditions are usually incorporated 
when bilateral loans are prescribed and the justification for agreeing to such 
conditions. The country cancerned in this case was Canada and the cor- 
rect position is that the loan agreement for Haldia project only contained 
the fallowing provision : 

"Except as may otherwise be specifically agreed to by Canada, the 
proceeds of the loan shall be used by India exclusively for the 
purchase in Canada of equipment for the fertilizer bullt handl- 
ing facility for fmrts in India." 

This should not be construed as a stipulation that all equipments requir- 
ing to be imported for the project would necessarily have to come from 
Canada Purchases from other sources against payments to be made out 
of our own resources or under some other sources of financing available to 
us arc not precluded. All that this clause conveys is that if the equipment 
and related services are to be procured from Canada, these can be financed 
un Jcr t lie Canadian loan. 

2.1. This type of condition (i.e. that purchase out of the loan will 
have to be made from the donor country) is not uncommon. Such loans 
arc generally known as "tied loans". The loans can be tied in two ways. 
Firstly these may be tied to specific projects or uses, in terms of which thc 
proceeds of the loans can be used only for the specified projects or uses. 
'This may be termed as project tying. The loans may also be tied in an- 
other sense in that these may be tied to procurement from the donor country 
which may be called country-tying. The loans from the World Bank and IDA 
have always been united in the sense that purchases out of the loans from 
those institutions can be made from a wida range of eligible sources on the 
basis of lowest technically suitable offers. Even so, they are project-tied 
in thc sense that they can be used only for specified purposes and pro- 
jects. Loans from individual donor countries, on the other hand, have 
been largely tied to the country of the donor. Of late, however, some 
donor countries have united their aid in regard to source of procurement. 
It  would nevertheless bc broadly correct to state that loans from individual 
donor countries, with a few exceptions, are "tied" in onc or both of the 
senses mentioned above. 

3.1. While it may broadly be conceded that donors give assistance 
to economically less developed nations on altruistic constderations arising 
out of a sense of responsibility for raising the living standards in these 
countries, such other ccmsiderations as helping their own export-oriented 

lo8 



inbtxbs and p m m b g  cqbymmt to their own pimple through Igeattr 
inQPobcirl activity generated through these exports also play their pax& The 
dolrar countries may keep their cmm balance of payments ition in vim 
whik aying to Nfil their aid obligations so that their own alancc of pay- 
ments position is not a 8 [ d  by their & operations. 

r 
3.2. It is also necessary to explain, in this context, the considera.t.0~~~ 

that have been prompting us to seek aid from other countria. Two of 
the important considerations are ( i )  the objective of faster economic deve- 
lopment through l a r p  investments in various fields which nlay not be 
possible in the context of low levels of income and consequently savings; 
and (ii) these aid receipts help us to tide over our foreign exchangci a- 
culties by enabling us to import much needed capital & other goods from 
abroad without straining our foreign exchange resources. Without prejudice 
to the objective d self-reliance, the justification for external assistance dur- 
ing the intervening period is that it helps to accelerate the pace of growth 
and development till such time as the country can on its own support and 
adequate level of investment. 

3.3. Given the need for aid in the early stages of development of a 
developin country and the compulsions that weigh with the donor, it is 
to our a d vantage to accept aid in spite of its being tied to a particular 
country. Tbeso foreign lmns are given on soft terms and the softness is 
measured t h g h  the grant element. The grant element arises from the 
fact that these loans are repayable over long periods, with long grace 
periods and with low or no rates of interest. The grant element is broadly 
conceived as the difference between the face (present) value of the loan 
and the p x m t  value of all future repayment (amortisation and interest 
payments) calculated by applying a discount factor at an appropriate rate. 
It has been calculated for instance, that the loans from Canada, which are 
interest-free and repayable over a period of 40 years after an additional 
grace period of 10 years, have a grant element of about 92% if a discount 
factor of 10% is supplied. Thus, the aid is a convenient device through 
which resources ara transferred from a donor to a recipient consistent with 
the needs on the past of the recipient and with the parameters of the 
donor. 

Another aspect which requires to be emphasized in this context, is 
that certain factors da operate in practice which can minirnise the adverse 
effects af "tied" aid. When recipent countries receive assistance from a 
number of sources including united sources, as our country does, and can 
operate to some extent with their own resources, the choice available to 
the recipient expands and the effects of tied aid will get mitigated. Further, 
in the case of project aid, before a project is posed to any particular donor 
for aid coverage, neceqsary preliminary studies are undertaken to deter- 
mine the extent and types of technolcrgy/know-how available for the pur- 
pose in the concerned countries, their comparative merits and our prefer- 
ences based on the right technology and comparative costs of know-how 
ignd the equipment likely to be available from various sources. After as- 
sessing these relevant factors, a view is taken as to the country whom we 
should approach for assistance for a particular project. In other words, 
because of muEtiplicitv of donors with offers of project aid in various fields, 
!t is in practice possible to locate the sources of assistance which is not 



only technologically suitable but a h  the most competitive. The doson 
themselves generally stipulate calling of tenders at least within their bound- 
arks, which ensures supplies at the best possible price within that oambry. 
Jn the case of tied loans for wmmodities like fertiliser, food, newsprint etc., 
011 the other hand, it is our experience that there is a certain intematimal 
level 04 prices and that the pnce of a commodity in a particular country 
at a point of time ic seldom more than marginally above this international 
level. 

'There is not denying that tied aid has certain shortcomings and - g e  
ideal situation would be that aid, untied to the donor country and to tbc 
purpose, is made available to the full extent needed. However, since such 
an adeal situation does not exist, the next best alternative is to %: even if it is tied because of our developmental needs and foreign exc 
compulsions and the large element of grant in them, and to operate the 
aid programme in the most advantageous manner possible in the given cir- 
cumstancea. 

The Lok Sabha Secretariat have also desired that note may also indicate 
"the procedure prescribed for negotiating and concluding bilateral agree- 
meab in respect of loans from foreign countries". At the outset it may 
be pointed out that there is no "prescribed" procedure as such for negotia- 
ting and concluding loan agreegents However, the general practice 
obtaining in this regard is briefly indicated below. The responsibility far 
negotating and concluding loan agreements rests with the Department of 
Economic Affairs. The annual foreign exchange requiremeats and aid 
needs are worked out, taking into account the country's balance of pay- 
ment position and the projected foreign exchange requirements for  normal 
maintenance imports, debt servicing obligations and the developmental pro- 
grammes. The aim is to cover the "gap" through consolidated picture is 
given to the Aid India Consortium a_t their annual meetings. At thesc 
meetings the member countries pledge their assistance for each year. After 
the assistance has been pledged, detailed bilateral negotiations are held with 
the countries concerned with a view to converting the pledge into s p e a k  
agreements. In respect of non-Consortium countries, the import require- 
ments to be covered are posed from time to time as and when considered 
necessary. The donor countries indicate how much aid they would ex- 
tend for non-project purposes including debt relief and how much for pro- 
ject type uses. The agreements for non-project uses including debt relief 
are signed on a regular periodical basis, whereas project type agreements 
follow the specific procedures of appraisal etc. 

In the case of capital projects, after technical studies are completed. 
and the need for a project is established, the question of finance, indud- 
ing foreign exchange, is taken up. The Administrative Miistries indicate 
their preferred sources of the equipment etc. (after taking into account 
the factors mentioned in para 4) and consult the Department of Econo- 
mic Mairs. On the basis of the information with the Department of 
Economic Affairs about the aid available or pledged by different coun- 
tries. the DEA may indicate the sources after consulting a 'donor country. 
Altemativelv. the b a r t m e n t  of Economic Affairs may advise the Admi- 
nistrative Ministrv that tenders may be invited either globally or from 
those counries which are preferred from technological angle an6 h 



which aid is available or likely to be available. After the tenders are em- 
luatcd, purchase dscisiau are taken an the basis of the most advantage- 
ous sources d supply in terms of suitability and price and on the basis of 
sources of financing oE the purchases. The selection of the supply source 
is thus based on an assessment of the alternatives availablc from techno- 
logical and financial angles. Thereafter the aid for the project is n e w  
tiated with a donor country following the prescribed procedures for pro- 
joct report documentation, appraisal etc. and a loan agreement is ccmclud- 
cd with the donor country by the Department of Econoxnic Affairs. 



Consolidated Statements of main Conclusions/Recontnrenhtions 
I 

S1. Para Ministry/ Conclusions Recommendations 
No. No. Department 

Concerned 

1. 1.10 Ministry of Shipping Calcutta Port which was a premier port in the country for several de- 
& Transport cades came to lose its position of primacy because of two important deve- 

lopments since the Forties and the Fifties. The riverine channel leading 
to Calcutta Port started getting silted up with the result that even as early 
as 1943-44 the draft fell below 26 feet for as many as 285 days in a year. - 
This naturally became a constraint for larger vessels requiring a draft of ; 26 feet or more to negotiate entry to the Calcutta Port. As is well known, 
a trend started soon after the World War of using larger vesseb and tankers 
to carry cargo. While facilities for handling of larger vessels and Wets 
were developed in other major ports of the country no comparable progress 
was made in Calcutta. Induction of head waters in the lean months through 
Farakka Barrage and canals which could have averted the deteriorating 
position of Calcutta Port took nearly two decades to be completed and com- 
missioned in 1975. The Committee have dealt with this aspect at length 
in their 196th Report (5th Lok Sabha) on Farakka Barrage Project. 

The cumulative effect of all these factors was that while there was pro- 
gressive increase in the handling of t r a c  particularly bulk traffic in other 
major ports, the traffic handled at Calcutta Port, in fact, kept oa taliing. 
This would be evident from the fact that the traffic handled in Calcutta Port 
which was of the order of 1.1 million tonnes in 1964-65 fell to 0.63 miUion 
tonnes in 1973-74. It was in this background that the concept of Haldia 



Port Project was wnceived in the Fifties. it is, however, a great pity that 
the importance and urgency of this Project were not fully realised with the 
result that it came to be sanctioned only in the Sixties and it has taken more 
than a decade to be completed and put into commission. 

The Committee have elsewhere in the Report dealt at length with the 
facilities for handling of iron ore (4.0 million tonnes) and coal (3.5 million 
tonnes) which have been developed at the port at heavy ca ital expense, 
The Committee are greatly concerned to note that these faci i? ties for bulk 
handling of cargo would be utilised even less than half of their capacity in 
the coming months. This underlines the need for initiative bein taken at 
a higher level to coordinate and integrate the effort of the underta f i ng  con- 
cerned in the public sector, viz. MMTC, Coal India, Port Trust Authorities 
etc. so as to ensure that the handling facilities at Haldia Port are pressed 
into service and put to effective use with the twin objectives of providing 
the requisite traffic load to Haldia to sustain its economic viability and to = accelerate the development of mining and allied industries in the hmterland. 

The Committee would like to be informed of the concerted measures 
taken by Government and the other authorities concerned in pursuance of 
the above recommendations and the results achieved to generate larger 
traffic at Haldia on a sustained basis. 

The C o d l t e e  are greatly concerned to note that at present the draEt 
in Haldia Port is of the order of 30 feet only but might increase to 35 feet. 
This would permit handling of vessels of 30,000 tonnage requiring displace- 
ment of 30 feet or below. The Committee feel that as larger vessels a d  
tankers arc normally in use in World trade, it is imperative that the draft 
in the Haldia port is developed to 35/40 feet at the earliest so as to provide 
the requisite facilities for the handling of larger cargo vessels and tanken. 

6 2.11 -Do.- The Committee are anxious that the Haldia Docks which was conceived 
as an adjunct to Calcutta Port-threatened by lower draft conditions on 

- account of siltation-should make an impressive start so that along with 
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Calcutta it could play an effective role in the promotion of the trade of the 
entire eastern and north-eastern region of the country. It is only by reder- iw efficient handling facilities at most competitive rates that Haldia can 
attract larger quantities of bulk cargo meant for the eastern and north-eastern 
region of the country. There is no reason why with the heavy ca itd invest- 
ment made and the latest and most modem equipment provide$ it should 
not be possible to achieve this object of efficient and economic service 
which may set up a high example of smooth and efficient functioning to the 
other ports of the country as well. 

The Committee would like to emphasise that however impressive be the 
achievement of the port authorities in the field of construction, a sense of 
complacency should not be allowed to develop and from now onwards the 
authorities should concentrate on preparing a perspective plan for the entire 
Haldia complex and efficient functioning of the operabond facilities so 
that Haldia may play a meaningful part as a thriving and commercial entry 
port in the South East Asia. 

7 2.13 Ministry of Shipping In so far as the administrative set up of the Haldia Dock is concerned, 
and Transport the Committee note that the General Manager at Haldia has been given 

powers and control and authority over the activities at Haldia and his posi- 
tion is stated to be broadly comparable to that of the Deputy Chairman in 
Calcutta Port Trust. The Committee note that the intention of the planners 
is that large: vessels may use Haldia Port for lightening and proceed to 
Calcutta to discharge the goods at the terminal port. Similarly, on the out- 
ward journey, the vessels may start with a paying load from Calcutta Port 
and top up at Haldia. 

82.14 -do .- The latest in transportation LASH (lighter aboard ship) further under- 
lines the need for close coordination between the Haldia and Calcutta . P"" The Committee stress that this integrated link between Haldia and Ca cutta 
ports as conceived by the planners and as successfully maintained during the 



construction period, should be carricd through to the operational stage in 
the larger interest of providing best handling facilities to the Eastern and 
North-eastem regions of the country and for preserving the economic viabi- 
lity and health of both Calcutta and Haldia Ports. The Committee are, 
however, anxious lhat the powers given to the General Manager at Haldia 
should be adequate and effective in all respects so that he is able to take 
decision on the spot and thus look after the day-to-day functioning of thc 
Docks without having to approach the authorities at Calcutta. 

The Committee need hardly point out that adequate number of quartets 
and other supporting infra-structure facilities may be provided for the oficers 
and staff posted in Haldia Port so that they are encouraged to settle down 
there in the interest ofi work. 

The Committee find that six tankers acquired by the Shipping Co - 
tion of India zt a cost of Rs. 15 crores each have a capacity of 87,500 ?Y WT 
and a draft requirement of more than 40 feet. Having regard to the fact that 

C Haldia dock system at present can accommodate only tankers with a draft 
of 30-35 feet it is evident that these tankers may not prove economic for ul 

being used for carrying crude to Haldia till the draft of 40 feet and more 
is achieved which at the present showing would be in 1981 or thereafter. 

The Committee are not quite convinced with the Government's plea 
that they had take11 a deliberate decision that a standard vessel of 87,500 
DWT would be preferable to getting a tanker of less DWT which could ply 
in the availablz draft of about 35 feet in a port like Haldia. 

The Committee would like the Government to examine the matter in 
depth in order to make sure that the six tankers of 27,500 DWT already 
acquired are put to full use in the best public interest to cany crude to other 
ports in the country and that suitable tankers are provided for carrying a ~ d e  
at most competitive and economic rates to the Refinery at Haldia. 

The Committee have elsewhere in the Report stressed the need for dap 
ening the draft to 40 feet and more at Haldia on a priority basis, keeping 
in view the economics of the project. -- 



13 2.28 Ministry of Shipping and The Committee have noted with concern the rising cost of maintenance 
Transport dredging at Calcutta/Haldia, which has gone up from Rs. 1.69 crores in 

1964-65 to Rs. 4.95 crores in 1975-76. The Public Accounts Committee 
have stressed more than once* the need for optimum utilisation of the fleet 
of dredgers of the Calcutta Port Trust and for meeting all the requirements 
of Calcutta and Haldia without making any addition to their number. The 
Committee were informed in June 1976 that while it might be possible for 
the Calcutta Port Trust to meet the requirements of Dock dredging without 
any addition in their existing fleet, the requirement of river dredging, h t h  
below and above Haldia, would be dependent upon the development and 
stablisation of shipping channel, completion of all corrective works, quantum 
and pattern of head-water flows, etc. 

In view of the impetrative need to keep the expenses on dredging as : 
low as possible and of the likely improvement of the river as a result of o, 

Farakka water flowing in, leading to availability of deep water near the 
HaIdia Docks, the Committee expect the Calcutta Port authorities to ensure 
that all dredging requirements of Calcutta and Haldia, both Docks and 
river, are actually met. from the ex S L  ! I  . tl-et cf dredgers without 
any addition thereto. The Committee would await a categorical assurance 
from the Ministry in that regard. 

Notwithstanding the bottlenecks which upset the calculations. both with 
regard to execution and costs. the first phace of the Haldia Project, initially 
scheduled to be completed by January 1971, reached its climacteric with 
the formal commissioning of the Dock in February 1977. Thc successful 
completiol. of the project would no doubt be an occasion of national re- 
joicing, but the costs and the time and labour involved, in fact the whole 
gamut of experiences, should not be overlooked if any meaningful lessons 
are to be learnt from the operations that Haldia Project signified and sym- 
bolised. For the purpose of planning and execution of thc first phase of 



the Haldia Dock Project, a sort of tripartite machine was thought of. 
While M/s. Randel Palmer and Tritton acted as Cons 9 tam, the Colcufta 
Port Trust and the contractors, including some public sector undertakinp 
engaged by the Trust functioned as the body responsible for executing the 
plaus and the designs. At the top, there was a Steering Committee presided 
over by the Secretary, Ministry of Shipping and Transport, and consist@ 
of represcnlatives of various Ministries/Departments to oversee the pr* 
gress of the project. 

That there was an unfortunate delay in the commissioning of the project 
cannot be gain said and, as a matter of introspection, Government should 
consicier whether for executing a project of this dimension, which called for 
meticulous coordination with difIerent authorities, expedition, advance glan- 
ning and forethought, a body like this Steering Committee was ad uate. 
It is on record that the Steering Committee had held only 19 sittin Twing P the long period of nine years between January 1967 and January 976. It 
is also on record that sittings of the Steering Committee were very often w 

crowded with as many as 40 representatives besides the members. L 

-J 

17 3.32 Ministry of Shipping and Trans- The Committee feel convinced that the circumstances needed the crea- 
Fort, Finance, Industry Steel tion of a compact body clothed with adequate powers to take and enforce 
and Railways decisions, if need be, by making "on-the-spot" visits and studying the prob- 

lems as they arose from close quarters. Such a body should have com- 
prised not only representatives of the Ministries of Shipping and Transport 
and Finance but also of Industry, Steel, Railways, etc. and Government of 
West Bengal who had to play an important role in arranging and trans- 
porting materials, equipment etc. required for the execution of the Project. 

18 3.23 Ministry of Shipping and Among the important reasons which were advanced for delay in the 
Transport completion of the project are difficulties in acquisition of land, shortage of 

steel, shortage of wagons and unexpected subsoil conditions which resulted 
in considerable delay in commencement of the difEcult work of the lock 
entrances. 

*(See m p h s  7.14 to 7.17 of 175th Report (5.25) on Calcutta Port Trust and paragraph 7.52 of 196th Report ( 5  LS) on Earakha Barrage 
Rojsct (Janum Y, 1976.) 
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19 3.24 Ministry of Shipping and As regards acquisition of land, the Committea have been informed 
Transport during evidence that land, being a State subject, the land for Haldia M 

was acquired under the laws by the West Bengal Government. The period 
1968-69 was, particularly, a difficult one and a number of injunctions were 
issued by the Courts of Law. The Committee note that the Calcutta Port 
Trust went in appeal successfully against every injunction issued by the 
Courts of Law and they won in almost every case and only a few are 
outstanding. 

20 3.25 Ministry of Steel 

21 3.26 Ministry of Railways 

As regards steel, the Committee note that the supply was sporadic and 
fell far short of the demand. It was only after January 1974 when Haldia 
Project was treated as a core project (a priority given next to operational 
demands of Defence Department) that there was a perceptible improve- 
ment in the supply of steel. During the period January 1971 to January - 
1974 there was a steep fall in supply-in facf against an indent of 35.000 - 
tons, an allotment of 15,000 tons was made-and the project authorities OD 

had to go into the market with the help of the Steel Controller of India 
and had to pay an extra price of Rs. 200/- per ton, the total financial 
implication of which has been stated to be of the order of Rs. 35.16 lakhs. 
'The Committee cannot but express their unhappiness that a project of 
national importance like Haldia was denied priority as for a core sector 
project till 1974 in the matter of allotment of steel to which it was clearly 
entitled. That a Government organisation like the Port Trust, constructing 
a big project like Haldia, should be asked to go into the open market and 
get steel at a price higher than the control price, is a matter of great concan. 
The Committee feel that there should be a standing direction to treat such 
projects of national importance as core projects in the matter of a l l d o n  
of steel and other scarce materials. 

As regards the laying of railway l i e  and supply af wagons, the Audit 
para mentions that 2056 wagons were supplied by the Railways durinp: 
the period April 1971 to March 1972 as against a requisition of 5122 



\t.agons. l h e  rcpresentatlve ot the Ministry of Railways during evidence 
has conveyed the impression that there were genuine difficulties for the 
Railways In 1971 in the castern sector in the matter of placement of 
wagons. But the Committee fmd from the material before them that even 
during the years 1972, 1973 and 1974 the position regarding supply of 
wagons to the Port Trust was far from satisfactory. During the period 
1st April 1972 to 30 June 1972, only 105 wagons were supplied as against 
riidents for 775 wagons made by the different contractors. Despite high 
level discussions and instructions by the Railway Board to the General 
Managers, Eastern and South-Eastern Railways in May 1973 to meet the 
demand for stone and gravel for the project in full, the supply of wagons, 
continued to be unsatisfactory, the actual supply being only 45% and 
35% respectively of the total monthly requirements of wagons for stone 
and gravel movement. The position in January 1974 was no better. Dur- 
ing that month, only 5 rakes were receiyed by the Calcutta Port Trust in 
spite of the fact that at a meeting held on 9 January 1974 at Calcutta the 
Railways had promised to supply one rake per day. That such a situation 
should have prevailed despite inter-ministerial discussions at a high level Z 
is a matter which Government should seriously take note of so as to obviate @ 

repetitions of such laps= in future. The Committee would, therefore. 
urge that proper arrangements should be made for an effective coordina- 
tion between the Railways and other concerned authorities while executing 
big national projects like Haldia. 

22. 3.27 Ministry of Shipping and As to the overall effect of delay in completion of the project, the Com- 
Transport mittee have been informed that while it is a feasible proposition to make 

a calculation of the total financial loss to the Port on account of loss of 
revenue/earnings caused by the long delay in commissioning of the Port, 
it is difficult to quantify the contribution to this loss caused by delays cm 
the part of different contractors in executrng the respective works allotted 
to them. The Committee are not convinced with this argument. They 
feel that an exercise could and should be made to identify the contribution 
of each agency to the delay in the execution of the project and then quantify 
the loss sustained as a result of the default an the part of each agency. 

v -- - - - _ _ _ _ _ _ _ I _ _  -_- - - A_ 





Octobcr, 1975 that  thc cstinute would be in  the region of Rs. 127 crorcs. 
The latest estimate, as furnished by the represpntative of the Ministry dur- 
ing evidence, is around Rs. 135 crores. 

As to the justification for preparing estimates on a year to year basis 
instead of drawing up a consolidated estimate for the project as a whole, 
the representative of the Min~stry has adduced an argument, which is hardly 
convincing that "Normally speaking one really sanctions revised estimates. 
But if there are practical difficulties. the procedure is adopted by Govern- 
ment, and there arc: other cases also". No satisfactory explanation has 
been giveln by the representative of the Ministry as to why the final esti- 
mates could not be put up before the Government and their approval 
obtained. As matters stand. there has been a three and a half fold 
increase from the original estimate of Rs. 40 crores to Rs. 135 crores, not- 
withstanding the fact that the new items included in the project accounted 
for an increase of Rs. 11 crores only. 

The Committee come to the inescapable conclusion that there has been - 
an almost laconic approach in the matter of preparation of project estimates ,U 
and the processing thereof. In the opinion of the Committee, such a situ- 
ation is fraught with inherent danger in so far as the economy of the Port 
as a whole is concerned. Not only does it upset the planning of the Port 
but it also affects the ways and means position of the Government. The 
Committee would, therefore, urge that the Ministry of Fiance should 
observe stricter financial controI over the projects and should insist on defi- 
nite and realistic estimates of cost. The Ministry should satisfy itself at 
all stages why a revision of the original estimates is necessary, and whether 
the reasons adduced in support of revision are conclusive and do not give 
any scope for unnecessary expenditure. The Committee need hardly 
stress that preliminary and consequential steps in respect of a project which 
is decided to bd taken up for execution e.g. the acquisition of lands, placing 
orders for the purchase of plant, macbinety, etc should be taken in time 
and in proper sequence so that the briginal estimates do not become out 

- of date because of efflux of time and escalation - in costs. Completo detaifq -- 



The Committee suggest that in the present case Government should 
final& the estimates of Haldia Project without further delay and include 
them with supporting data and financial and economic implications in the 
Demands for Grants to be placed before Parliament. 

4.13 Ministry of Shipping On the question of expegditure on river dredgm and mainmance. 
the Commit@ note that subsidy to the extent of 808  was approved for , and the Calcutta PoR by the Cabinet only up to 31-3-76. K~eplog in view N 
the fact that every new Port at the initial stages is bound to face difficulties 
likely to upset their calculations and expecgkms, the Committee recom- 
mend that the Central subsidy for riva dredging and maintenance for 
Haldia Docks should be f a v m b l y  consdiered by the Central Government 
and such subsid continued for atleast a period of five years after the 
commissioning o I the Haldia Docks. 

26 4.14 Ministry of Shipping The Committee commend the fruitful efforts of Government at indi en- 
& Transport/Finance isation which are evident from the fact that in a big Project like Hadia. f thc foreign exchange element will be only about Rs. 9 crows, viz. 6 to 7 

, per cent of the total anticipated expenditure of Rs. 135 crores. The Com- 
mittee have noted that the expectations of traffic 4 to 5 years after the 
commissioning of the Docks. on which th ecconomjc viability of the pro- 
iect has beeh based, are 15 million tons per year, consisting of ore. cod. 
iron, foodgrains, fertilizers, container and general cargo and salt. Out of 
thes~, the only commodity on which actual performance in the past W 
voers is available relates to oil traffic shoe thd berths for other items of 



Do. 

traffic have either not yet been commissioned or commissined only in 
1977. In respect of oil, which if being handled at the Oil Jetty, com- 
missioned in 1968-69, the Committee find that starting from a trafEc of 
0.28 lakh tonnes in 1968-69, the same reached a level of 14.35 lakh toas 
in 1974-75 and 21.71 lakh tonnes in 1975-76. In the matter of revenue 
from the Oil Jetty, the Committee find that as against expectations of 
Rs. 210 lakhs per year, the actual revenue in 1974-75 was Rs. 203.49 
lakhs. It was only in 1975-76 as per information given to the Committee 
during evidence, that the revenue from the Oil Jetty rose to Rs. 427 lakhs*. 
The Committee trust that the opening of the Haldia Port would give a 
fillip to a larger inflow of cargo so that the expectations of achieving 15 
million tons of cargo, on which the economic viability has been worked 
out, would bel fulfilled. 

The Committee note that the contract for construction of riverside oil 
jetty at Haldia was awarded to the Yugoslav firm (Ivam Milutinovic-PIM) 
after bringing down, through negotiations, the price of their tender from - 
Rs. 153.76 lakhs to Rs. 139.76 lakhs (foreign exchange 60% ), which was 
lower than the offers of the other two tenderers made in conformity to the 
technical requirements of the work. The firm was also given subsidy by 
way of cheap electricity, the total value of which was Rs. 5 l a b .  How- 
ever, an important factor, namely the foreign exchange element of the 
prim of the contract d M/s. Ivan Milutinovic-PIM being 60%, as against 
only 15% in the case of another tenderer (M/s. Hochtief-mdernasen) 
does not seem to have been given the consideration while awarding the 
contract. It appears that more weightage was given to the fact that the 
firm belonged to a country with which our country had a trade and pay- 
ments agreement. 

The Committee suggest that standin8 instructions may issued that 
while awarding contracts of this dimension, among other thmgs, considera- 
tion should invariably also be given to the component of foreign exchange 
that would have to -- be expended. --- ---- + 

*Kindly See Chapter V (Para 5-6) on oil Jelly at page 101 of this Report. 
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28. 5.9 Ministry of Petroleum In regard to the traffic at the oil jetty the Coininittee 6nd that the actual 
materialisations in 1975-76 was only 2.17 million tonnes as a-t thc 
expectation of 2.5 million tomes for  that year. So @r as future projcc- 
tions are concerned, it is disturbing to note that as against the earlier ex- 
pectation of 4.7 million tonnes for 1978-79, it is now expected, as mted 
by the representative of the Ministry of Petroleum during evidence, that 
the traffic will go up to the level of 3 million tonnes per annum only (the 
quantum on which the economic viability was based) by 1980-81. While 
noting that the capacity of the oil jetty provided at Haldia is related to the 
size of ships calling at the jetty, the pumping rate of fhose ships, and re- 
quirements/storage capacity of the Refinery, the Committee would stress 
that there should be optimum utilisation of the facilities created at heavy 
capital expense at Haldia for handling of POL traffic. 

c., 

6 . 6  Ministry of Shipping From the material made available to them, the Committee come to the 
and Transport inescapable conclusion that the Port Trust Authorities did not bestow the 

proper care and attention which they should have in the planning of 
designs before awarding the contract for civil construction work of the 
lock entrance, lead-in-jetty and berths in the impounded dock basin ed 
Haldia. According to the statement of the Chairman, Calcutta P a t  
Trust, investigations into the behaviour of the river Hoogly have been 
going on for a long period since river research is a continuous process. m e  
Committee, therefore, fail to understand why necessary tests could not be 
conducted by the Calcutta Port Trust or the Poona Research Station be- 
fore the award of the contract to the Hindustan Construction Ltd. In 
August 1967. The Port Trust Authorities shauld have undertaken all 
the necessary tests germane to the work of this magnitude. As a result d 
the dilatory processes inmlved in getting tekhnical clearance for the p m  
ject, there has been not only undue delay in the completion of the civil 
construction works but also escalation of the costs. The Committee am 
not happy wer  the fact that the Port Trust Authorities instead of acccpthg 



the Audit point have sought to justify the delay, which, in the opinion of 
the Committee, is wholly uncalled for. The Committee would, thefie- 
fore, urge that the matter should be looked into in greater detail with a 
view to fix responsibility for the lapses. Further, procedures should be 
drawn up for working out the details of the operations well before the 
award of contracts of this nature. There should be pr coordination 

the works. 
r among the different authorities so as to obviate delays in e execution oQ 

-Do.- The decision to construct a coffer dam after it was found that the ear- 
then dam was insufficient to protect the site o£ the work is another instance 
of defective planning on the part of the Port Trust Authorities. As 
pointed out by Audit, the contractor himself had to point out in December, 
1971 about the inadequacy of the earthen dam to protect tk site area 
H'hile the Port Trust Authorities have admitted that the construction of 
the coffer dam was necessary "because of the fact that at the mouth d 
the lock-entrance the river was very close and so we wanted to excavate 
70 feet below the ground level", the argument advanced by them that the cn 

"Hindustan Construction were not ready tin 1972-73 season for this work 
and, therefore, we did not d o  it before" seems to be far-fetched. The Port 
Trust Authorities should have envisaged all the details of the work to be 
executed well M o r e  the award of the contract. Due to lack of coordina- 
tion between the contractor on the one hand and the project authorities on 
the other, there was not only delay in the construction but increase in the 
overall cost of the bund. As has been pointed out by Audit, the coffer 
dam cost the exchequer an amount of Rs. 23 lakhs. The Committee, 
therefore, cannot too strongly emphasis the need for proper planning pre- 
paration of project estimates well in time and coordination with different 
authorities charged with the execution of the project. 

31. 6.17 -Do.- The Committee are unhappiy that adequate sub-soil investigations for deep work had not been apparaently done before beginning the work of 
lock entrance. As pointed out in the Audit paragraph the rate for dc- 
watering necessary for the work was fixed at Rs. 1.50 per horse powcc - 
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hour of pumping at the time of considering the tenders for the construction 
of the lock entrance oq the assumption that the soil was impervious. In the 
opinion of the (3xtumtte.e this was obviously a very rough and ready 
method of assessing the dficulties of the situation. No adequate atten- 

aid to the matter- The Committee would have expected that :,","xi ,Re nature uf the area and the river bed, both the Pm authorities 
and their Consultants should have made a perspective p l a ~ i n g  which un- 
fortunately they did not do. The Committee are constrained to note that 
it was the contractor who had to discover and point out the subsoil m d i -  
tions, which in fact was the responsibility of the Port Trust to do. 

6.18 Min. of Shipping & Transport The CoInIIlittee Ileed hardly remind the Ministry that M/s Cementation 
Company, to whom the work of soil investigations was awarded, have al- 
ready come in for adverse notice of the Committee in the case of their per- 
formance on soil anal is work at Naval Dockyard, Bombay and a in at - 
Marmugdo Port*. '& Committee feel that there is need for a d etailed 2 
review in regard to the performance of this company in the various contracts 
of soil analysif work awarded to them from time to time by the Government 
of India. The capacity and capabilities of this £irm should be taken into 
account before awarding any further contracts to them. 

The whole transaction relating to the award of contract for mechanite 
casting, its subsequent cancellantion and its eventual fanning out to another 
party presents certain disquiting features which the Committee have noted 
with great concern. First, the cantract for the supply of castings was 
placed on fhn 'D' (M/s. Binny Engineering Co.) wthout specific imposi- 
tion of the condition regarding inspection by Lloyds. Secondly, the con- 
tract was cancelled when the firm declined to subject itself to Lloyds inspec- 
tion, Thirdly, the same contract was given to another 6rm 'E' (M/s. Bird 
& Co.) who had no licence to produce the castings and fewer facilities to 
get the castings machined. In this process not only was there an additional 
expenditure to the time of Rs. 1.80 lakbs but there was also, as has been 
admitted by the Port Trust Authorities, imdinate delay in the execution 



of the Project. There was thus no benefit derived by the Project authorities 
in cancelling the contract of M/s Binny Engineering Company and n h g  
the same to M/s Bird & Company. The object behind cancellation the 
contract of M/s B ~ Q ~ Y  Engineering Company and awarding the same to M/s Bird & Company was fully defeated which leaves no doubt that instead 
of straightaway cancelling the contract, the Port Trust Authorities should 
have persuaded the firm, namely, M/s Binny Engineering Compan to 
improve the quality of their product and agree to have inspection by a oyds 
on payment of some additional amount. The Committee trust that in all 
future cases of cancellation of contracts and their awarding to new m- 
tractors, the Calcutta Port Trust shall keep in view the technical capabilities 
of the new contractor and satisfy themselves fully that the new contractor 
shall be able to execute the job satisfactorily both in regard to technical 
requirements and timely execution. 

34. 6 27 Min. of Shipping & Transport/ The Committee are surprised to find that while the Ministry of Ship 
Heavy Industry ping and Transport have categorically stated that one of the considerations M 

for awarding the contract for radial gates and penstocks to M/s Triveni N, 
Structurals Ltd. was that the engineers of the Calcutta Port Trust were, 
on inspection, satisfied with the technical personnel of the firm and their 
having requisite knowhow and experience of taking similar work of hydrau- 
lic structure abroad, the representative of M/s Triveni Structurals and the 
Department of Heavy Industry have stated that this was the first time the 
firm were taking up a job of this nature. According to the Ministry of 
Shipping and Transport the firm had during discussions undertaken to 
execute the entire work in conformity with the Calcutta Port Trust tender 
spsc&atim and drawings. But later due to the changes made in the 
drawings, the undertaking ask& for higher prices. At the inter-ministerial 
meetings held on the 15th January, 1972 and 24th November, 1973 it was 
finally decided b pay the firm. an amount of Rs. 44.96 lakhs which was 
about 2+ times the amount of their original quotation of Rs. 17.47 l a b .  
The c o k w  would like Government to review the position and 
that the Haldia project is not saddled with high capital cost as aPPeam to 
have happened in this instance. 
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35. 6.28 Min. of Shipping & Transport1 The Commit~ee are also unhappy that no satirfaftor~ anangemenu 
Heavy Industry exist in respect of coordination between the Ministries concerned for sort- 

ing out the difficulties c o m g  in the way of such public unde- in 
timely completion of the work allotted to them. '13e fact that even the 
delay on the part of M/s. Triveni Structurals Ltd. in f u r n i s w  
drawings of penstocks was not brought to the notice of the Department of 
Heavy Industry, is a pointer to the imperative need for creation of sane 
sort of a standing arrangement whereunder all cases of dilficulties experi- 
enced by public undertakings, particularly in dealing with essgntial works 
of core projects like Haldia, are brought to the notice of the administrati* 
Ministries concerned for being resolved. 

36. 6-38 Min. of Shipping & Transport The committee note that the decision taken by the Calcutta Port Trust 
in 1970 for changing the method of construction of Caisson gates from 
"vertical pasition" to "horizontal position" was based on the anticipated ,. 
delay in completion of the cambers where these gates were to be installed, 
and was primarily intended to effect a saving in time likely to be spent 
in fabrication of gates after the cambers become available. The fact that 
the intended saving in time could not be achieved and the change in the 
methud of fabrication ultimately resulted in an extra expenditure of moae 
than Rs. 51 lakhs, are, in the opinion of the Committee indicative d lack 
of planning and coordination on the part of the Project authorities and 
their Consultants. This is one of the instances, where expenditure has 
proved to be deceptive or in other words led to bad judgement. The posi- 
tion was made worse by the contracting firm (M/s. Jessap 8 Co.) 
the completion of the work according to the new method from the stipulPt- 
ed date of September, 1972, to June, 1976, which resulted in an additional 
expenditure of Rs. 28 lakhs due to escalation. No action seems to hve 
been taken against the 6rm on account of this delay. 

The Committee cannot but express their unhappiness over the dclay 
and resultant escalation in cost. 



37. 6.46 Min. of Heavy Industry ' h e  Committee are unhappy that the installation of stoplogs warr 
delayed for more than two years from March, 1974 to May, 1976. The 
representative of M/s. Triveni Structurals Ltd., to whom this work was allotted, has told the Committee in evidence that this was their first attempt 
of that size of gates and that they also tried to bring in a reputed company- 
CIBA & Co. for punrposes of epoxy grouting. On the question of thb 
delay, the representative of the Ministry 4 Heavy Industry has informed 
the Committee during evidence that when the experiment of epoxy-gmuting 
by the private company (CIBA) failed, the alternative of machining was 
taken up which proved to be a timeconsuming process. It is a matter of 
concern to the Committee that a private firm (CXBA) was allowed to 
demonstrate their method of epoxy-grouting and as a result of this mere a- 
perirnentation, which ultimately failed, avoidable delay was caused in the 
installation of the stoplogs. 

38. 6.47 Min. of Shipping &Transport Surprisingly enough, the Committee also do not find any mention of ;; 
the difficulties experienced by M/s. Triveni Structurals in selection of a co 
proper method to make the equipment water-tight, in the minutes of the 
three consecutive meetings of the Steering Committee held on the 1st 
November, 1974, 2nd April, 1975 and 15th January, 1976. 
.. - 

In one of their earlier recommendations relating to radial gates and pen- 
stocks also supplied by M/s. Triveni Structurals, the Committee have mg- 
gested the setting up of some machinery to ensure that whenever any 
difficulty is experienced by any public undertaking, particularly in deal- 
ing with essential works of core projects like Haldia, the administrative 
Ministry concerned should immediately be brought into the picture and 
the difficulties sorted out without delay. The present case of delay in 
the installation of stoplogs is another instance which lends snpport to tbe 
said recommendation of the Committee. The Committee hope rhe Gu- 
vernrnent would be more vigdant in these matten and take suitable "'85 to achieve better coordination between the Ministries/Departments and t e 
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Public Undertakings concerned with a view to ensure a more efficient per- 
formance on the part of Public Undertakings to whom government wtdis 
are awarded. 

39 6.55 Min. of Shipping 
& Transport 

The Committee note that the work relating to additional culv(ert and 
pump house was initially awarded to M/s. Chanda Engineers in 1971 but, 
since the firm had failed to execute the work despite an advance of Rs. 6 
lakhs given to them by the Calcutta Port Trust in October, 1974, the cont- 
ract with them was terminated in August, 1975. The Committee are 
unhappy that no enquiry as to the financial position of the firm was made 
before awarding the contract to them. 

In order to get the residual items of work executed, the Port Trust 
started negotiations with M/s. Hindustan Construction Co., the working - 
contractors at the site, and a committee was in fact appointed to negotiate 
reasonable rates wiUl M/s. Hindustan Construction Co. Ltd. The Com- 
mittee are suprised that before the departmental committee could proceed 
with the job assigned to them, the Calcutta Port Trust authorities decided 
to reaward the contract to M/s. Chanda Engineers on the recommenda- 
tion of a nationalised bank (United Commercial Bank) who were stated 
to have agreed to extend financial assistance to the contractors and also to 
furnish additional performance guarantee to the extent of 5% of the con- 
tractual value of the work. 'fie Bank had also obtained an assurance 
from M/s. Continental Construction Pvt. Ltd., a contractin firm of 
repute, to the effect that they would carry out the work on beh of Chanda 
Engineers Ltd. The Committee are somewhat preplexed by this whole 
exercise. Without awaiting the results of the efforts of the departmental 
committee appointed to negotiate reasonable rates with M/s. Hindustan 
Construction Co. the Port Trust had extended a favour to M/s. Chanda 
Engineers Ltd. which, on the basis of their past experience, should not have 
been done. 



From the latcst information recc~ved by the Committee (March, 1977) 
in respect of actual pedormance of M/s. Chanda Engineers after re-award 
of contract to them, the Committee find that the ultimate date of comple- 
tion, viz. end of April, 1977, is not going to be adhered to inasmuch as 
the firm later indicated that they will make every effort to complete the 
work before the onset of monsoon, \liz. June/July, 1977. The main 
reason for this slippage of about three months has been stated to be the 
obstruction met underground while sinking the 90 ft. diarnetgr monolith up 
to the desired level, which is necessary before the adjoining culverts can 
be constructed and connected with the same. The Committee cannot but 
express their unhappiness over the fact that in spite of assurance. by the 
firm and their bankers, the firm have not been able to adhere to the ultimate 
date of completion as agreed upon in the reawarded contract. The Com- 
mittee desire that the; Port Authorities should keep a vigilant watch over the 
completion of the work. This, of course, is without prejudice to the 
imposition of penalty etc. for delay in execution of the project. w 

u 
w The Committee note that after completion of 45 lakh cubic metres of 

dredging work in the dock basin area at Haldia the Dredging Contractor 
had to suspend the dredging operations in February, 1968, as the civil cons- 
truction work of the berths, on which the residual dredging of 20 lakh cubic 
metres was dependent, had not been done. From the material before the 
Committee, it is zpparent that the resumption of dredging work, normally 
due in September, 1969, was delayed much further as the Port Trust them- 
selves were not ready for the work till January, 1972.   his long interval 
enabled the Dredging Contractor to put forward a demand to treat the con- 
tract as closed or, in the alternative, to negotiate suitable escalation in the 
contracted rate of dredging of Rs. 3/- per cubic metre. 

The long delay in completion of the civil construction work of the berths 
apart, a further period of about 21 months was lost in corning to t e r n  
with the Dredging Contractor, with the result that the dredging operatiom 
could be ~csumed only in September, 1973, and completed in December, 
1975, as against the originally stipulated date of October, 1969. In the - 
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process, the dredging contractor had to be paid at a higher rate of Rs. 3.80 
per cubic metre for the residual work of 20 lakh cubic metres, and at thc 
cwrcnt market rate of dredging for the additional work of 25 lakh cubic 
metres that had become necessary due to the increased depth of dredging 
in the area, viz. an average dredging rate of Rs. 4.85 per cubic metre for 
the er~Lire work of 45 lakh cubic metres. In addition, the project authoti- 
ties had also to agree to payment of a sum of Rs. 37.50 lakhs to the D m -  
in& Contractor by way of charges for bringing a dredger from Mormu o 
which were equal to the charges for bringing a dredger from abroad. % 
explanations offered for this during evidence are that the dredger was 
removed from Mormugao because of urgency of work in Haldia and that 
no mobiisation charges were paid to the contractor for bringing a dredger 
later on for Mormugao from abroad. 

LL 

43. 6.68 Ministry of Shipping The Committee feel concerned about the inordinate delay in completion 
& Transport of Ihc civil construction work of berths in the dock basin area, which heM 

up tnc resumption of dredging work. It is evident that there was no advance 
planning whatsoever and no attempt was made to synchronise the two 
operations. The consequent escalation in the contracted rate of dredging 
from Rs. 3 to Rs. 3.80 per cubic metres cost of exchequer an additional 
sum of Ks. 16 lakhs. The Committee are surprised that after delaying 
matters from 1969 to 1972 and further spending considerable time of 
negotiations with the Dredging Contractor, the project authorities put them- 
selves in an unenviable position where they had to pay Rs. 37.50 lakhs for 
bringing a dredger from Mormugao to Haldia on grounds of urgency. In 
the opinion of the Committee, such helplessness on the part of the project 
authorities is a sad reflection on the dredger position in the country. This 
is borne out from the statement in the Audit paragraph to the effect that it 
was not considered practicable to use a Ministry of Transport dredger due 
to planning already made. Further, from the information furnished to the 
Committee during evidence it is noted that the estuarian dredger, which was 



to be delivered from Garden Reach workshops by June, 1976 had not been 
delivered. The Committee would urge that immediate steps s h o d  bo taken 
by the Government to improve their dredger position in order to save them- 
selves from situations where the dredger contractors can dictate thcir own 
terms to them. 

As regards the dredging work of 24.10 lakh cubic metres in the river 
basin which was awarded to the same contractor (Yugoslav firm) in Novem- 
ber, 1966, the Committee note that the same was subsequently taken away 
from the contractor to be done departmentally. There is no record to show 
that any serious efforts were made by the project authorities to persuade 
the dredging contractor to undertake in lieu of this work the additional 
dredging work of 25 lakh cubic metres in the dock basin area at the original- 
ly contracted rate of Rs. 3 per cubic metre plus escalation. On the other 
hanci, the project authorities had to agree to the treatment of the above 
mentioned work in the dock basin area as new work to be paid for at tlte 
current market rates of dredging in 1972-73. The total additional financial 
burden on this account works out to Rs. 47.25 lakhs viz. the difference t; 
between the contracted rate (after escalation) of Rs. 3.80 per cubic metre 
and the average rate of Rs. 4.85 per cubic metre actually paid to the con- 
tractor for the entire work of 45 lakh cubic metres (including 20 lakh cubic 
metres of left over work). In this connection, the Committee find that in 
terms of clause 83 in the General Conditions of work with the contractor 
the pr~ject authorities had the power to increase the quantity of any work 
included in the contract and to ask the contractor to execute the additional 
work of any kind after taking into account the value of such variations. 
The Committee have no doubt that if the project authorities had seriously 
pressed their claim under this clause, there was every possibility of the m- 
tractor agreeing to undertake the additional work of 25 lakh cubic metres in 
the dock basin area (in lieu of 24.10 lakh cubic metres of dredging work in 
the river basin) at Rs. 3.80 per cubic metre, vit., the original cmtracaad 
rzte of Rs. 3 per cubic metre plus escalation. The Committee suggest that 
this aspect of the matter should be probed into further and responsibility 
fixed with a view to take suitable corrective measures for the future. 

-. 
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45. 6.81  ini is try of Shipping & The Committee not that the work of designing fabricating and 

Transport of sophisticated equipments of ore and coal handling plants at Haldia was 
allotted to M.A.M.C., a public sector undertaking. which according to 
Mjnistry's own statement, had never done this work before, on the -m- 
mendation of a committee appointed by the Government of India in 1966 
to examine the availability and suitability of indigenous resources.  he 
plants were originally scheduled to be installed by December, 1970, but 
even after off-loading some of the items, M.A.M.C. was able to start making 
some progress only from the middle of 1974 and when the Committee took 
evidence in June, 1976, the work was yet to be completed. The reasons 
for delay have been stated to be changes in designs and capacities of m e  
of the major equipment and lack of expertise and suitable know-how with 
M.A.M.C. The cost of the plants also rose from the initial contract price 
of Rs. 4.20 crores to Rs. 15.30 crores. - 

W 
The need for encouraging indigenous resources notwithstanding, the 

Committee consider the pitfalls, both in r e s m t  of long delay of six years 
and more than three-fold increase in cost, as unfortunate. This aspect of 
the matter was brought to the notice of the Finance Ministry, who, as 
pointed out in para 6.77 of this Report, had stressed the urgency of avoi 
such pitfalls in future. The Committee note that after Haldia, the M.A.M. 9 
has gained in experience and their supplies to other Ports like Madras and 
Vishakhapatnam are stated to be more regular than was the case with sup 
plies Lo Haldia. The Committee hope that the expertise that has been 
achieved at great cost and effort would be further developed and perfected. 

Another matter of concern to the Committee is the flow of sufficient traffic 
in iron ore and in coal to ensure full and complete utilisation of the capacity 
created at Haldia for handling these commodities. As it is, the berth being 
provided at Haldia can handle 4 million tonnes per year of iron ore. As 
against this handling capacity, the port's expectations of movement during 
1977-78 are 1.5 million tonnes which is only half of the figure of 3 minion 



tonnes planned by the MMTC for movement thro(Igh Haldia in that year. 
Unless concerted efforts are made, the target of exporting 4 million tomes 
of iron ore through Haldia during 1978-79 may not materralide. 

Similarly, in regard to the traffic in coal, while the berth at Haldia has 
been initially designed to handle 3.5 million tomes per year, the estimated 
traffic during 1977-78 is now expected to be only 1.5 rmllion tonnes which 
again is only 50% of the estimate for this year as originally prepared by the 
Port authorities. For 1978-79, the original estimate of the.Calcutta Port 
Trust is 3.5 million tonnes of coal traflic but it is a moot point whether this 
traffic would actually materialise during that year because the actual contracts 
about movement of coal are yet to be finalised. 

As a matter of fact, Government themselves are not sure about the 
lirm forecasts of coal traffic and the Department of coal are stated to have 
set up a Working Group to arrive at a firm indication in regard to the G 
actual quantum of annual coal traffic expected to materialise during the cn 
next ten years. Such a position is indicative of the fact that there has 
been complete lack of coordination between the Ministries/Departments: 
concerned. The Committee apprehend that the mechanical coal-handling 
capacity has been provided at Haldia without any firm indication about 
materialisation of traffic in the years to come. 

The Committee cannot but express their grave concern over the fact 
that the facilities for bulk handling of iron ore and coal, provided at Haldia 
at heavy capital expense, would be utilised even less than half of their 
capacity in the coming months. In regard to coal, even the &m indications 
of expected traffic during the next ten years are yet to be worked out. As 
already stated in paragraph 1.12 of this Report, this situation calls for 
speedy remedial action at a higher leval so as to ensure sufficient traffic 
load for an economic utilisation of the capacity being provided for handling 
of iron ore and coal at Haldia. - -- 
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49. 6 .93  Ministry of Shipping & The Committee note that after finalisation of the detailed scheme regard- 
Transport ing mechanical handling facilities for fertilisers at Haldia with the Canadian 

Consultants in March 1973, the Project authorities found it necessary to 
modify the same to accommodate the Fertiliser Corporation of Imlia's 
special requirement. There was, however, no change in the handling c a p -  
city of the equipment which remained at 20 lakh tonnes per annum and, as 
stated by the Ministry, the modifications also were only 'to some extent 
without altering the basic scope of the project'. In the light of this position. 
the Committee are unable to understand the 33 fold increase in the cost of 
the equipment from Rs. 42 lakhs in 1965 to Rs. 1395 lakhs in 1975. The 
figures speak for themselves. 

In a note furnished to the Committee in March 1977, it has been con- 
tended that since the first estimate for the project actually sanctioned in 1972 - 
was for Rs. 331.39 lakhs, the comparison should be between this sanctioned 
estimate (Rs. 331.39 lakhs) and the revised (1975) estimate of Rs. 1395 
lakhs. Even on that comparison, there has been a four-fold increase. In 
the opinion of the Committee, it is a moot point whether the estimations 
were realistically made on the basis of sound projections and handling cost 
implications or they were simply escalated upwards to fit in within the frame- 
work of the prospective offer of a Canadian loan. In any case, one very 
vital factor seems to have been lost sight of, namely, the question of capacity 
created vis-a-vis requirements. As mentioned in the Audit paragraph, 
Government's own anticipations of traffic in ferdisers at Haldia for 1978-79 
were assessed in January 1971 at 11.47 lakh tomes and in January/March 
1972 at 13 lakh tonnes. The latest calculations in this regard as placed 
before the Committee during evidence are 13.10 lakh tonnes per ~ r r m u m  
(both raul materials and finished fertilisers) from 1980-81 and thereafter. 
I t  is, therefore, obvious that by providing mechanical handling facilities for 
20 lakh tomes per year, an excessive handling ca ity of about 7 lakh i!r tonnes per year has been created at heavy cost w ~ c h  is likely to r c d n  



unutilised on the present showing. The extra expenditure involved in the 
creation of this capacity is also bound to have its impact on the Port's charges 
for handling fertilisers which will in turn make the imported fertilisers more 
costly. The Committee, therefore, suggest that the matter should be looked 
into by a term of experts including a costing expert with a view to optimise 
the ust: of the handhg capacity created at the fertiliser berth of Haldia 
Docks. The Committee will like to be informed of the action taken in this 
regard within three months of the presentation of the Report. 

The Committee note that the "Outline Development Plan for Haldia 
Industrial Complex" brought out by the Government of West Bengal in 
January 1975 envisages the setting up of a number of industries, both in 
the public and private sectors, involving an outlay of over Rs. 475 crores. 
Out of the three public sector projects, two viz. Haldia Refinery Project 
and the Haldia Dock Project have been completed or are nearing com- 
pletion. The third project, viz. Haldia Fertiliser Project, is takin shape. 
It is a matter of satisfaction that the Haldia would be one of 8 e eight - 
growth centres to be set up by the State Government of West Bengal for 2 
encouraging industrial and economic activities. That Haldia is being 
given the importance that it richly deserves is evident from the f a d  that 
industries an? now being offered a package of incentives besides other in- 
frastructural facilities. A proposal to set up a high-powered Haldia Dew 
lopment Authority is also on the anvil. The Committee are confident that 
given the necessary facilities and the wherewithal for acceleration of 
tional activities envisaged under the Outline Plan, the contours of Haldia 
would rapidly undergo a change and in not too distant a future the Com- 
plex would pulsate with diverse activities, industrial as well as economic, 
giving employment opportunities to large segments of the population. The 
Committee would like that a dehitive plan for industrial development 
should be drawn up for the gainful absorption of an &hated 27,300 
persons displaced as a result of the ploject and for the emplo~mmt of 
other unemployed persons during the next h e  to seven Years. 

52. 7.16 Ministry of Heavy Industry 1, view of the fact fiat the people af the region had set high hopes 
vast emp'o~ment ol 'r 'dties - .  
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likely to be genera@ the Committee would like that_ concerted steps 
should be taken to encourage early setting up of the industries for which 
l i w ~ ~ ~  have been given or are proposed to be given in the near future. 
All factors inhibiting the growth of industries should be identified and 
remedial steps taken. The Committee would like to mentim in this can- 
nation a few of the constraints which have hampered the creation of an 
appropriate climate for growth. 

53. 7.17 Ministry of Shipping &Trans- It was stated before a Study Group of the Committee which visited 
port/Heavy Industry Haldia in December 1976 that inadequate water supply was one of the 

main constraints in the industrial development in that area. The State 
Government had p l a d  the setting up of a 10.5 mgd. water works pro- 
ject at GsokhaIi at a cast of Rs. 7 crores but it was apprehended that the 
State Government might not be able to undertake it without financial 
assistance from, the Central Government. The Committee would urge that - 
the Central Government should extend fa cooperation to the State 
Government in solving this problem of water supm which is a basic 
necessity for the residence of the area. 

As regards power, the Committee note that the West Bengal State 
Electricity Board have extended their power grid to Haldia and are now 
supplying power to the Dock Project, Refinery, Fertiliser factory as well 
as othef industries from their 33 KV power line. The State Electricity 
Board are contemplating addition of certain transmission lines and sub- 
stations. However, for meeting the demand of Haldia region beyond 
100 MVA and the demand for rural electrification of the region, the !State 
Electricity Board will have to construct a thermal generating station at 
Kolaghat which has been taken in hand and is expected to be completed 
within the next 5 years. The Committee need hardly stress that power is 
an essential prerequisite for industrial development and any delay in meet- 
ing the power requirements of the area in time is bound to have an adverse 
effect not only on the overall development of the region but also on proper 



utilisation of the industrial and other machinery installed at heavy cost. 
The Committee stress that the Central and State authorities should see that 
adequate power for industrial and developmental use is provided in time. 

55. 7.19 h'linistry of Shipping The Committee note that the National Highway No. 41 which is under 
2 Transport construction shall connect the Haldia Port with National Highway No. 6 

along the shortest length. The 32 mile length of the National Highway 
No. 41 leading to Haldia is expected to be completed by the end of 1978. 
There are two over-bridges which have to be constructed by thc Railways 
as deposit works for which the Railways have been paid the entire cost 
of construction during the year 1975-76. Keeping in view the expected 
generation of heavy and fast moving traffic on commissioning of the Haldia 
Docks. there is an imperative need for speeding up the completion of 
National Highway No. 41. The Committee, therefore, stress that in the 
matter of development of road communications as also other infrastntctural 
facilities, there should be close coordination between the Port, Union 
Government and State authorities so as to ensured integrated and timely 
development. (O 

Another aspect which causes concern to the Committee is the impres- 
sion that they gathered during their visit to Haldia and informal discussions 
with the State authorities concerned that the Master Plan for development 
of Haldia as an industrial and chemical complex which constituted an s e n -  
tiaI part of the Haldia Project as conceived is not making much headway. 
The Committee stress that there should be closer coordination between the 
Central, State and Port authorities in the interest of accelerating the pace 
of development of industrial and chemical complex at ~ a l d i a .  

The Committee would like to be informed of the concerted measures 
taken by Government and the other authorities concerned in pursuance of 
the above recommendations and the results achieved to generate larger tra- 
f ic  at Haldia on a sustained basis. 




