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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authorised 
by the Committee, do present in their behalf this Ninety-Seventh 
Report of the Public Accounts Committee (Seventh Lok Sabha) on 
paragraph 34 of the Advance Report of the Comptroller and Au.di~ 
tor General of India for the year 1979-80, Union Government 
(Civil) on Kandla Port Trust relating to the Ministry of Shipping 
and Transport. 

2. The Advance Report of the Comptroller and Auditor General 
O'f India for the year 1979-80, Union Government (Civil) was laid 
on the Table of the House on 27 April, 1981. 

3. In this Report the Committee have taken serious note of the 
huge escalation in cost of the Mathura Refinery Project from Rs. 97 
crores at 1973 price level to Rs. 200.52 crores at September, 1981 
price level on the one hand and non-utilisation of capacity available 
at the off-shore terminal at Vadinar on the other due to considerable 
slippage jn the schedule of completion of the Mathura refinery. 

4. The Committee have expressed concern that the terms and 
conditions governing the capital debt amounting to Rs. 158.54 
crores of six major ports, viz., Kandla, Visakhapatnam, Mormugao~ 
Paradip, Tuticorin and New Mangalore have not been determined 
10 far in spite of the specific provisions in Sections 29 and 31 of the 
Major Port Trusts Act, 1963. 

5. The Committee have desired that a decision on the question 
of allowing the major ports to augment their resources through 
market borrowings/ debentures for financing their projects of 
modernisation and development during the Sixth Plan should be 
taken at the earliest. 

6. The Committee have also expressed concern over the issue of 
payment of terminal, haulage and siding charges and staff quarte~ 
by the Railways which has remained undecided ever since the 
booking of the goods started at Kandla Port in 1956. The Com-
mittee have impressed upon the two Ministries the need for arrivin& 
at a decision in the matter without any further delay. The Com-
mittee consider that in the interest of efficient functioning of the 
POI't railways and the ever increasing volume of traftl~, it is enly 

(v) 



(vi~ 

desirable that the port railways are integrated into the trunk system 
as quickly as possible. 

7. The Public Accounts Committee (1981-82) examined the 
above paragraph at their sitting held on 1 February, 1982 (FN & 
AN). T~~e C0mmittee considered and finalised this Report at their 
sitting held on 3 April, 1982. The Minutes of the sitting of the 
Commjttee form Part II* of the Report. 

8. A statement containing observations and recommendations of 
the Committee is appended to this Heport (Appendix II). For 
facility of referencp :1nd :::'om er. :en'.!e. -~ hese have been printed in 
thick t:vpe ir. t~1e boch· of 1he Heport. 

9. The Commiltee plac~ on record their app:·e'Ciation of the 
assistance rendered to t~'lem in the cxam.in::-tion of this p::~ragraph 
by the dnce of the Comntro11er and Auditor General of India. 

10. The Committee "'.vould also like to express their thanks to the 
officers of the MinitStry of Shipping and Transp8rt. Ministry of 
Petrolet~m. Ministry of Commerce~ Ministry of RaHways etc., for 
the cooperati:m exten:1ed by them in giving information to the 
Committee. 

NE\v DELHI; 
April 15, 1982 

Chaitra 25, 1904(Saka) 

SATISH AGARWAL 

Chairman, 
Public Accounts Committee. 

•Not printed. One Cyclostyled copy laid on the table of the House and 5 copies 
placed in the Parliament Library. 



CHAPTER I 

INTRODUCTORY 

1.1 The Audit Para on Kandla. Port Trust as appearing in the 
Advance Report of the Comptroller and Auditor General of India 
ior the year 1979-'80, Union Government (Civil) is reproduced as 
Appendix I of thjs Report. 

1.2 The Port of Kandla was declared as the sixth major port on 
.April 8~ 1055. The port was developed as a major port by the 
Central Goverm>lent w:ith four cargo jetties and one oil jetty and 
its administration was handed over with effect f rom 29 February 
196·1 to a Board of Trustees constituted by Government under the 
Ma,1or Port Tn.1sts :\c~, 1963. h(> Po~·t Trust subsequently constructed 
and commissioned a fishing jetty (1965 : cost Rs. 5.14 lakhs), a 
cargo jetty (1973 : cost Rs. 211.05 lJ.khs) and an oil jetty (1975 : cost 
Rs. 75.63 lakhs). In addition: the Port Trust provided infrastructure 
port fac:lities 2t an estimated cost of Rs. 1559.27 lakhs (expendi-
ture up to 31st March, J 980 : Rs. 1132.08 lakhs) for a single bouy 
mooring oil te1·~:inal established by the Indian Oil Corporation 
(August ]9'78) at V8dinar. 93 kms. by sea from Kandla for handling 
large quantities of crude oil. 

1.3 KandL .:.~. c:. aatura1 and well protected port and serves a 
vast hinterland which includes north Gujarat, Rajasthan, IIaryana, 
Ptmjab, DelhL Himachal Pradesh, Jammu & Kashmir, Western 
Uttar Pradesh and certain parts of Madhya Pradesh. The port has 
been planned and equipped on modern lines to handle different 
types of cargo. The facilities available at the port of Kandla are 
as follows: .~ "'"I 

(a) Berthing facilities for dry cargo; 
(b) Berthing facilities for liquid cargo; 
(c) Fishing jetty; 
(d) Port facilities at Off-shore Oil Terminal, Vadinar; 
(e) Cargo handling equipment; 
(f) Storage and warehousing facilities; 



CHAPTER II 

CAPACITY UTILISATION 

(a) Berthing facilities 

2.1 The Committee desired to know the .axtent to which the 
various 'facilities added from time to time have been utilised and 
set"Ved the purpose for which they were created. The Ministry of 
Shipping and Transport in a note furnished to the Committee have 
stated: 

''DTy CaTgo 

There are five alongside berths with a total quayage of 38!5 
ft. Five large size ships or six medium size ships can 
be berthed simultaneously. The designed draft avaiJ-
able at these berths is 32 ft. all the year round. The 
maximum overall length of ships that can negotiate the 
channel to enter the harbour is 740 ft. 

The annual optimum capacity of four cargo berths construct~ 
ed initially is assessed at 11.50 lakh tonnes. The capa-
city of the fifth dry cargo berth commissioned in Septem-
ber, 1973 was fixed initially at 4.50 lakh tonnes per 
annum. Subsequently, the- Ministry o'f Agriculture 
installed a marine unloader at berth V to handle fertiU~ 
zer and its raw materials. 

Originally, it was envisaged to instal two marine unloaders 
with the capacity to handle about 10.00 lakh tonnes of 
fertiliser and its raw materials per annum. However, 
only one marine unloader was installed at berth No. V 
which was commissioned in November, 1977 and has the 
capacity to handle about 6.00 lakh tonnes of fertilizer and 
its raw materials per annum. 

Thus, the optimum handling capacity of the five dry cargo 
berths upto 1975-'77 was 16.00 Iakh tonnes per annum. 
After the commissioning of the marine unloader, the 
handling capacity was increased to 17.50 lakh tonnes per 

2 
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~urn. The following table indicates the utilisation of 
the dry cargo berths from 1978-79 to 1980-81:-

(Figures in lakh tonne•) 

. ··-··-------Fo-ur--J-e--tty be-rth_s_-!,._ri;; unloadrr Utili- Capa- Actualy 
Cargo berth sation city handkd 

Year 

Jg78-79 

1979-80 

~----

Capa-
city 

--·---~- .. -
Actually Utili-
hanilled sation 

117 

11 . ')0 12. 95 113 

-------~ 

Capa- Actually 
city handlt"d 

-- ------- - -
6·oo 2'58 43 17'50 I 6 · 0~~ 

6·oo 3'02 so 17'50 16·oo 

Ig8o-81 11'50 13'72 119 G·oo 3'24 s4 17•50 J6•!)6 

·------···- - _____ ,_ . . -
It will be seen from the above that the capacity of the four 

cargo jetty berths has been over-utilised during the last 
three years. However, the marine unloader berths has 
not been utilised to its optimum capacity of 6 lakh tonnes 
per annum. (The reasons for under-utilisation of this 

berth are discussed elsewhere in this Chapter). 

Liquid Cargo 
There are two oil berths at old Kandla which are served by 

three ~ipelines of 12'', 14" and 16" dia. These pipelines, 
assisted by a booster pumping station, are used for 
handling POL and there are separate pipelines for 
handling phosphoric acici., edible oil and other liquid 
chemicals. 

The optimum handling capacity per annum of one oil berth 
is 15.00 lakh tonnes. The second oil berth was com· 
missioned on 1st May, 1975. The capacity of this berth 
is also placed at 15.00 lakh tonnes per annum. Thua, 
upto 1974-75, the handling capacity of the Port in respect 
of liquid cargo was 15.00 lakh tonnes. Thereafter, this 
capacity increased to 30,00 lakh tonnes per annum. 

The following table indicates the utilisation of the oil berths 
during the last three years: 

(Figures in lakh tonnes) 
--------- ----
Year 

1978-79 

1979-80 • 

tgOO.St 

Capacity Actually Utilisation 
handled 

-----· ·------·---. 
go·oo 

30'00 25'39 

32·14 

97"53 

84·6g 



It will be observed from the above table that .the utilisation 
of two oil be1·ths during the last year i.e. 1980-81 was 
more than its optimum handling capacity. The over-utili-
sation of the~:e bert~ during 19180-81 was to the extent 
of 7.13 percent. The· ·under-utilisation of the oil berths 
during 1978-79 was to the extent of 2.47 which is negli-

gible. The under-utiUsation of the oil berths during the 
year 1979 .. 80 was to the extent of 15.37 per cent due to 
less offedng of POL i raffic a.t these borths." 

2.2 While vet~tir•g the: abov.:· ,10tc regarding the cargo handling 
~apacity of t:1e Kancila Port, A•1dit have observed: 

"The Con-:-,mitt'3e appoi!li:ed by the Govern!Tient of India, 
, th C'h . ·. , f Sl . p T.'" ..... , II ddT 1 Ul1':1er .. e ... :nrm&rJ;~Hlp 0 ._ :~n -. A. l~aUt, r~ Llvna 

Secre: ary, Department of Commerce had assessed (1978) 
the P·)rfs <.<l171Ual handling capacjty at 65 lakh tonnes-
3 lakhs tonne:.•3 for the Cargo Jetties and 35 lakh tonnes 
for ~he Oil Jeu-:es. SPbsequentl;.- the Port's handling ca~Ja
city \Va~: rc.C~ssessed •I t; 50.50 lakhs to 55.50 lakh tonnes-- . 
20.50 l:~kh tom1es for 1.1~:: Cnrgo .J e .ties and 30 to 3G bkh 
t0nnes hr the Oil ,": ett':.-~s vi-le lVIini~ter or Shipping and 
Transport letter No. DC0-19/78-PD dated 23-8-1979. Now, 
in the Government's reply under reference, the Ports 
annual handling capacity is shown at a further reduced 
figure of 47.50 lakh tonnes, 17.50 lakh tonnes for the Cargo 
Jetties and 30.00 lakh tonnes for the Oil Jetties. Reasons 
for such frequent r""-a'osessment of the Port's handlinr~ 

capacity, showing a lower figure, particularly after it was 
fixed by an independent Committee, each time are not 
clear. 

The actualJefiective berth occupancy (in terms of percent-
age) has been as under:-

Year 

1978·79 

J97g-8o 

ig8o-81 

----- -·- ····--·-
Actual Effective 

-----.~~~-....-------·-·-_ _...._.,_ --------
Cargo Oil Cargo Oil 

Jetties Jetties Jetties Jetties 

go 76 6g so 
92 72 73 52 
go 8'' 67 66 

Since the Port's optimum handling capacity has been asse~s
ed at 75 per cent of the maximum handling capacity 
and as the berth occupancy has a1 ways been less than 
the optimum capacity, the exhibition of the utilisation of 



the handling capacity at over 100% seems to be a con-
tradiction. Thus it would appear that the latest :figures 
shown by the Ministry regarding cargo handling capa-
city (on the basis of which the actual performance is 
stated to be satisfadory) is not quite correctly assessed 
(and should be actually more).'' 

The Ministry have explained: 
"The Audit betS pointed out that optimum handling capacity 

has been assessed at 75% of the maximum handling 
capacity and the berth occupccmcy ha:; always been 
less than optimum capacity, the exhibition of the utili-
sation of the handling capacity at :>ver 100% seems to 
be a contradictiNl. It seems Le Audit has considered 
the berth occupancy as the handling capacity. The 
correct position js as explained below. 

The through-put of :t berth is normally assessed with refer-
ence to the permissible berth occupancy. In an ideal situ-
ation, t:1e berth occupan~y is kept. !'ls ]ow as 60% since 
occupancy highe~· th~m this percentage results in loss of 
large nun1 ~)er of shipdays and subsequent losses to the 
Port users. Ho'~ ever. in the c:.:-.se of Ports in Ipdia 75% 
berth occupancy is being adopted as per the recommen-
dations of the National Transport Policy Committee and 
according, r the capacity or through-put of a berth is 
assessed. Therefore, 75o/r bE-rth occupancy Hse1f gives the 
maximum handling capacity of a berth. However, the 
capacity does vary depending upon the ship-size, type 
and nature of cargo. number of hooks that can be worked 
and clearance of cargo from the Port site. Therefore, it 
is not correct to assess the Port performance taking the 
maximum capacity as an indicator. 

Secondly, it is noted that the Audit has worked out effec-
tive berth occupancy perhaps based on the data furnish-
ed by the Port Trust. It appears that while evaluating 
this effective berth occupancy, the Audit has :riot taken 
into account the time spent due to the 'following factors: 

(i) Pre-commencement detention; 
(ii) Weather constraints; 

(ill) Detention on account of no space in bulk storage sheds; 
(iv) Detention on ships' own account; 
(v) Holida,W; 
(vi) A,bsence of night navigation: 
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(vii) Shortage of pilots; 
(viii) Other stoppages like go-slow, work-to-rule and other 

labour constraints. 

In fact, most of the above factors play their role in the cargo 
handling operations. Therefore, the time spent on fJ:lese 
factors has to be reckoned while assessing the bertb 
occupancy. Therefore, there should be nothing like 
'effective berth occupancy'. Moreover, as stated earlier. 
the utilisation of the berths should be judged from the 
traffic handled through the berths rather than based on 
the berth occupancy. 

The 75% berth occupancy has been taken while assessing 
capacity of general cargo berths since the number of cargo 
berths is more. In case of specialiseci. berths like Oil 
Jetty where the number of berths is limited to two as at 
Kanclla (one is very old) the capacity of such special-
ised berths is normally assessed on a berth occupancy of 
50%-60'%. However, in respect of these oil berths also 
75% berth occupancy has been adopted. 

Considering the above clarifications, the berth occupancy at 
Kandla Port is beyond the permissible limits and such a 
situation is not considered desirable for any Port. On 
the other hand, such a situation, if it persists, would 
justify creation of additional berthing facilities. In view 
of this, it is not considered ~at the berthing facilities 
have been under-utilised. 

The Kaul Committee had assessed the Port's handling c31;)a-
city at 65 lakh tonnes per annum i.e. 30 lakh tonnes in 
general cargo and 35 lakh tonnes in POL. This assess-
ment was based on 85% berth occupancy. The Ministry 
made a rational assessment of port capacities subsequent· 
ly. This assessment was based on 75% berth occupancy, 
as a figure of 85% adopted by the Committee was not 
only considered high but also undesirable from practical 
considerations. Accordingly, the capacity of the four 
general cargo berth was assessed at 11.50 lakh tonnes. 
The capacity of the other cargo berth where specialised 
handling facilities for :fertilizers have been installed, the 
capacity was assessed at 9.00 lakh tonnes. This was basect 
on the assumption that two marine unloaders would be 
installed. Since, however, only one marine unloader llu 
been installed, the capacity of this berth has aecordiqty 
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been re-assessed as 6.00 lakh tonnes. Thus, the total capa-
city of the cargo berths stands at 17.50 lakh tonnes, as 
against 20.50 lakh tonnes assessed earlier. 

As regarding the capacity of two oil jetties, the Kaul Co-
mmittee had assessed their capacity as 35.00 lakh tonnes. 
While re-assessing, a berth occupancy of 75'% has been 
reckoned in this case also and accordingly, the capacity 
works out to 30 lakh tonnes.'! . 

2.3 During evidence, the Committee desired to know as to how 
the Ministry had determined the cargo handling capacity of the 
Kandla. The Development Adviser of the Ministry of Shipping & 
Transport stated: 

" .... We have followed the norms which have been fixed by 
the National Transport Policy Committee. This sugges-
tion was made in the year 1980. Actually, this itself is a 
high berth occupancy. But they said that considering the 
resources constraint in the country, we should adopt 
75% which we have accepted. This is one factor. The other 
factor is what type of cargo is handled at a berth. If it is 
general cargo and break bulk cargo, it will be hardly 
around 700 tonnes per day. If it is a mixed cargo, it 
would be 1,000 tonnes per day. If it is a purely bulk 
cargo handled with the help of crane, it could go up to 
1,200 tonnes. We had taken in a particular place, a cargo 
mix i.e. what cargoes are handled in a particular place 
and arrived at a figure. The normal capacity of a general 
break bulk cargo berth in Indian conditions is 2.5 lakh 
tonnes. I may say that this is considered too high in 
foreign countries because they work for a shorter period. 
Moreover, they do not accept such berth occupancy .... 
. . If it is purely bulk cargo, it could go up to 3 lakh tonnes. 
If it is purely break-bulk cargo, it is less, as normally 
out of 5, only 2 or 3 hatches are used. Considering the past 
performance and also on the basis of the presumptions 
whic1~ I mentioned just now, we have fixed the capacity 
of the 4 berths at 11.5 lakh tounes." 

~ + Asked about the actual figures of cargo handled at the Port 
'71 1iP-a.-t:is~ its capa_!=ity, the Chairman Kandla Pnrt Trust stated: 

''Even in 1978-79, the total cargo handled at the first four 
berths was 13,51,000 tonnes against the capacity of 11,50,000 
tonnes. It had been exceeded by 117 per cent. In the year 
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1979-80, as against the capacity of 11,50,000 tonnes we 
handled dry cargo of 12,98,000 tonnes which has also gone 
up by 113 per cent; in the year 1980-81, we handled 
13,72,000 tonnes which is 119 per cent. Upto the end of 
this year, that is upto December, i.e. in the first three 
quarters of the current year, against the pro rata capacity 
of 8,65,000 tonnes we handled 13,24,000 tonnes and thereby 
the capacity utilisation was 153 per cent." 

2.5 In this connection the Development Adviser of the Minlstr~ 
-of Shipping and Transport stated: 

"May I submit in all humility that 11. ls not ;; correet concept 
to be happy to have the h~ghest berth occupancy .... 
Chairman Kandra Port Trust has sa .. .J that his port has 
exceeded the utili;,atlon capacity. It is r2ally not a happy 
situation bet:ause it means some sh:ps are v.:aiting for the 
berth, if the occupancy goes over 70 pe.~ cent or 7G per cent 
If they wait, somebody is paying for it. Therefore, thE· 
concept, I think should be not that it should be utilised 
more and more. When the utill.sat;on goes up, it points tC' 
the need to construct add't.ion.ti berti1lng faciiities. That 
is exactly what we are trying to do : · · the current plan 
We have starte-d construction of ; ne·l'v cargo berth. That 
will n::duce the berth occupancy. The moment tile berth 
occupancy increases, it mean~: thr~t so~11eone is paying fo:· 
it." 

2.6 On his attentio-"1 being draw:1 to the !ln:i"ngs of t1w Kalil 
Committee which had determined the caoacitv o.r the Kandla Port . ~ 

as 65 lakh tonnes i.e. 20 lakh tonnes for cargo jei..ties and 35 lakh 
tonnes for oil jetties, the Chairman, Kandla For: Trust slated: 

"The Kaul Committee took into consideration 85 per cent a~ 
the berth occupancy for 300 working days. It is a very 
high norm for the working of the port. It is dan~erous 
to work actually at that level of efficiency." 

The Secretary, Ministry of Shipping and Transport added: 
" ........ instead of two marine unloaders-as recommended by 

Kaul Committee-only one marine unloader was installed 
We have not accepted Kaul Committee projections.'' 

Elaborating the position further another representative of the:: 
Ministry stated: 

"All major ports all over the world assume a berth occupancy 
of 60 per cent. This is the maximum which is assumed 
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even in developed countries. In many other countne~ the 
berth occupancy assumed is even less than 60 per cent but 
in our country because of the constraints on resources the 
Major Ports Commission has suggested 75 pe:- cent and the· 
National Transport Policy Committee has also suggested 
75 per cent. :·~;;, the idea in fixing berth occupancy at 60 
per cent ;:.; :. () e:1sure that the ships are not made to wait. 
The main operational objective of a port is to turn out 
ships as fast as possible and sensttivity an:Jlys!~ •mder-
taken by most ports indicates that on an aueragr:: 5f• per 
cent of the ships should not wait at all. Onre the.\· {:ome 
to a port they should be given berthing J··cilitie~ ~·ll e-
diately. The rwerall 'average pre-dc~~enti.:m pe~·wd shoulci 
not go beyond two to three days. Th1s period of pre-
berthing detention ;s possible only if the be"'tl• occupancy 
is fixed at about 60 per cent.'' 

2.7 As the berth occupancy was 95 per ~ent to S3 per cent in 
1980-81, the Committee enquired as to why ihc cargo handled by 
the port rem3.ined at 46.6 lakh t()nnes only where:1s ·at that rate of 
occupancy it should have been about 60 lakh tonnes. 'T'he Ch:-1irman, 
Kandla Port Trust replied: 

According to the capacity determined by the Min:str~·. ~1 :::t1uuld 
have h-andled 47.5 lakh tonnes. . ..... 60 iakh tonne< i~ 

not the capacity of the port. There a~·e five general cwgc. 
berths at the port. For the first four berths. tile caf:J<l!"'it~ 

per berth, even accordmg tc' intern:1ti.Jnal :;t~•ndc..~·,J:: ~ \l.~

not be more than 2.50 lakh tonnes against Y:hkt·, 1·b.::· llgure::-
for berths No. 1 and 2 are 2.75 lakh tonnes c•a.:;n For 
berths 3 and 4, I have taken 3 lakh tonnes. h conJes te: 
11.50 lakh tonnes. For unloading, since there .s only ~·ne 
marine loader, there is only 6 lakh tonne:::; on that berth. 
For the liquid cargo, there are two oil jetties e:~ch having 
a capacity of 1.5 million tonnes. This norm which we have 
adopted for capacity per berth is higher than recommended 
by the Major Ports Commission.'' 

2.8 The annual handling capacity or' the Kandla Port was asse!'sed 
by the Kaul Committee (1978) at 65 lakh tonnes--30 lakh tonnes for 
the cargo jetties and 35 lakh tonnes for the oil je'tties. In August 
J979 the Ministry of Shipping and Transport reassessed the port's 
handling capacity at 50.5 to 55.5 lakh tonnes i.e. 20.5 lakh tonnes. for 
the cargo jetties and 30-36 lakh tonnes for the oil jetties. The Com-
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·mittee ~d from the information now furnished that the capacity baa 
been further reduced to 47.5 lakh tonnes ie. 17.5 lakh tonnes for 
cargo jetties and 30 la.kh tonnes for oU jetties, due to the reason tbat 
only one marine unloader has been installed against two originally 
tlontemplated. The Ministry stated that upon a 'rational assessment' 
made subsequently it was found that the figure of 85 per cent berth 
occupancy adopted by the Kaul Committee was not only. considered 
high but also undesirable from practical considerations.' The capacity 
was therefore reassessed at 75 pt-r cent berth occupancy. Chairman, 
Kandla Port Trust stated in e\·idence that 85 per cent berth occu-
pancy for 300 working days ''is a very high norm for the working of 
the Port. It is dangerous to work actually at that level of efficiency'. 
The Committee were further informed that major ports ali over the 
\Vorld assume a berth occupancy of 60 per cent to ensure that the 
overall average pre-berthing detention period does not go beyond two 
to three days. Keeping in view the constraints of resources and the 
recommendations of the M~jor Ports Commission as wen as the 
National Transport Policy Committee, the Ministry had determined 
port capacity at 75 per cent berth occupancy. 

2.9 The Committee find that the actu'll berth occupancy in the 
cargo jetti.t-s was as high as 90 per cent L, 1978-79 and 1980-81 and 
q~ "e!' ~ent in 1979-80 while !n the oil j.etties it was 76 per cP.nt 
in 1978-79, 72 per cent in 1979-80 and 8'0 per cent in 1980-81. Audit 
have pointed out that due to vRrious factors like pre- berthing deten-
tion, weather constraint~, detention oa account of lack of space in 
bulk stcr rage sheds, absence of nigllt navigation facilities, shortage of 
pihts, labour probleJUs etc. the effective capacity of the. port bas 
val'ied ~Yom 67 to 73 per cent in too case of cargo jetties and 52 to 60 
per cent in the case of oil jetties. The Committee h1've dealt with 
the re~sons for the low outturn in subsequent para<-::!"aphs of this 
Report. 

2.10 The Ministry propose to provide dditional berthing facilities 
in the eurrent plan at an estimated cost of Rs. 41.1E crores. The 
Committee would like to impress upon the Ministry the need to 
review critically the various factors hindering smooth operations at 
the Kandla Port and to take concerted measures to improve effi-
ciency and ensure better outturn before taking :::.ny major. invest-
ment decision 

Off-shore Oil TerminaL at Vadinar 
2.11 The Oft-shore Oil Terminal at Vadinar, where a Single 

Buoy Mooring {S.B.M.), is provided for handling VLCCs {Very 
Large Crude Carriers), has an installed capacity of 120 lakh tonnes 
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per annum. The Terminal was commissioned in August. 1978 and 
.since then the following traffic in crude oil has been handled: 

(Figures in lakh tonnl's) 

1!)7!)-80 rg8o-8x 

·-----·--
31.01 

----------- -·- -
The under-utilisation with respect to the installed capacity at 

Vadinar is due to less import of crude oil as the Mathura Refinery 
has not yet been commissioned. 

1.12 The Committee desired to know the basis on which the 
hand.ling capacity of as much as 120 lakh tonnes of crude oil was 
created at Vadinar. The Ministry of Shipping and Transport have 
-.stated: 

~'This terminal is intended to feed the refineries at Koyali and 
Mathura. On the basis of projected capacities of these 
refineries, the installed capacity of the Single Buoy Moor-
ing (S.B.M.) was placed at 120 lakh tonnes. However, the 
actual quantity of crude oil handled at the S.B.M. during 
the year 1979-80 was 31.01 lakh tonnes. This is mainly 
due to the fact that the Mathura Refinery has not yet been 
commissioned. 

As regards the actual handling capacity of the Single Buoy 
Mooring, it depends on the sizes of the tankers calling at 
the installation. The bigger the size of the tankers, the 
higher will be the throughput.'~ 

:2.13 During evidence, the Committee desired to know the 
measons for delay in commissioning of the Mathura Refinery. The 
Secretary, Ministry of Petroleum stated: 

~'The refinery schedule was approved around 1973 or so. It 
was to be commissioned in 1978. However this was deli-
berately delayed by Government. It was a conscious 
decision ..... You will recall that around 1973-74 oil pri-
-ces increased so much that around 1974-75 it was decided 
that the refinery should be delayed by a year or so ..... 
The refinery has now been completed and, ..... the trial 
section was commissioned about a week ago.'' 

2.14 In reply to a further question the witness stated that some 
.or the other factors responsible for the delay were late receipt of 
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drawings, late delivery of equipment both domestic and overseas, 
power shortage, ftoocfs etc. He added: 

" ..... the oil jetties in Kandla were under-utilised. 1977-78 
was a. particularly difficult year because of the Iran 
crisis. The result was that the entire world market be-
came completely disturbed. In 1979-80, if you recall, the 
imports and purchase of petroleum products became a 
very severe problem. It is because of the disturbed 
world market conditions for p.etroleum products that 
there this difficulty of under-utilisation." 

2.15 In a further note on the subject, the Ministry of Petroleum 
have informed the Committee as under: 

''The originally approved (1973) cost of the Mathura Refinery 
Project was Rs. 97 crores at 1973 prices. 

As per the original schedule approved in August, 1973 the 
Refinery was to be commissioned in April, 1978. But in 
view _of the subsequent developments in the field of pet. 
roleum particularly the steep increase in the prices of 
crude oil, the need to conserve the consumption of pet-
roleum particularly the steep increase in the prices of 
revision of the commissioning schedule of the refinery 
was considered by the Government in August/September 
1975 and the schedule was revised for mechanical com-
pletion to take place by the end of 1979 and commissioned 
by April, 1980. '' 

The revised cost estimates approved by Government in May 
1979 on the basis of the detailed project report is 
Rs. 192.32 crores at 1977 prices. The latest estimate of 
cost based on expenditure incurred up to September 1981 
is Rs. 253.92 crores at September, 1981 prices. Trial runs 
of the refinery started on 6th January, 1982 and the re-
finery is expected to be fully commissioned by April 
1982." 

2.16 In reply to a question why the investments at Vadinar 
were not correlated with the progress of the Mathura 
Refinery, the Ministry of Petroleum have stated: 

"As per the Detailed Project Report prepared in respect of 
the Salaya-Mathura pipeline, the pipeline is envisaged to 
cater to the need of expansion units of the Gujarat 
Refinery and the Mathura Refinery. In the first phase, 
the Salaya-Viramgam-Koyali Section of t.he pipelines and 
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the facilities to Vadinar were to be commissioned to cater 
to the needs of the Gujarat Refinery expansion units. 
These facilities and the expansion units were commis-
sioned at the same time in September, 1978. 

In the second phase, the Viramgam-Mathura section of the 
pipeline was envisaged to be C'Ommissioned by March, 
1980 to synchronise with the completion of the Mathura 
Refinery in April, 1980. 

From the above it will be seen that the facilities to Vadinar 
were not envisaged to be utilised in full in the initial 
stages itself. 

"'. 
For the reasons already explained above, there has been de· 

lay in the commissioning of the Mathura Refinery Pro-
ject. 

There was some slippage in the conunissioning of the Viram-
gam-Mathura section oi the pipeline as well. The pipeline 
system was commissioned in March, 1981 whereas the 
Mathura Refinery was started only in the first week of 
January, 1982. 

The pipeline system has an inbuilt capacity to transport 
additional crude for 6 million tonnes refinery in the 
North-West\by installing additional pumping facilities. 
It will thus be seen that the construction of 'SBM faci-
lities and the pipeline facilities are an integrated system 
which was planned taking into account the long term 
needs and has an inbuilt capacity of utilisation in lihases 
to meet the future needs. Planning of SBM facilities for 
a lower size would not have been beneficial in the long 
term interest. 

The actual quantity off loaded in Vadinar in 1980-81 was 3.6 
million tonnes against the estimated requirement of 8.4 
million tonnes if Mathura Refinery had gone on stream 
in April, 198{). With the ·Mathura Refinery now going on 
stream, it is felt that the SBM system v1.rill be able to 
meet the full loading requirement of both Mathura and 
Koyali. By using large sized tankers for imported crude 
oil, if the night facilities of piloting are provided by 
Kandla Port Trust authorities.'' 

2.11. The Committee find that as against the installed capacity of 
120 Iakh tonnes per annum at the oft shore oU tenni'nal at Vidinar 
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the traftic in crude oil actually handled amounted to as low as 
13.35 lakh tonnes in 1978-79, 31.01 lakh tonnes in 1979-80 and 38.56 
lakh tonnes in 1980-81. The under-utilisation is stated to be due to 
Jess import of crude oil. This in turn is stated to be due to the fact 
that the Mathura Refinery has not yet been commissioned. As per 
the original schedule, the refinery was to be commissioned in April 
1978. For various reasons, the completion of the refinery has been 
delayed and it is now expected to go on stream in April '1982. The 
Committee observe that due to the delay in the completion of the 
Mathura Refinery the Viramgam-Mathura section of the pipeline 
had also to be delayed. The pipeline system was commissioned in 
Mar~ 1981 whereas the trial run of the Mathura Refinery was 
carried out only in the first week of January, 1982. 

2.18 The Committee have· been assured that with the Mathura 
Refinery now going on stream, the Single Buoy Mooring (SBM) 
System will be able to meet the full loading require.ment for both 
the Mathura and Koyali Refineries by using large sized tankers for 
imported crude oil provided the nig1ht facilities of piloting are pro-
vided by the Kandla Port Trust authorities. 

2.19 The Committee thus observe that utilisation of the large 
capacity built up at Vadinar to feed the Refineries at Mathura and 
Koyali has been very poor because of the inordinate delay in the 
commissioning of the Mathura Refinery. The information furnished 
to the Committee· also shows that the cost of the Mathura Refmery 
project has escalated from Rs. 97 crores at 1973 price level to Rs. 
253.92 crores at September, 1981 price level. As the entire project 
is an integrated one, the Committee cannot but take a serious note 
of the huge escalation in cost on the one hand and non-utilisation of 
capacity available at Vadinar on the other, due to the considerable 
slippage in the schedule of completion of the Mathura refinery. The 
Committee expect that the Ministry of Petroleum would ensure that 
such costly delays are avoided. The Committee desire that the ques-
tion of providing night facilities of piloting may be examined when 
the tramc at Vadinar gets augmented sufficiently to justify provision 
of such facilities. 

(b) Fishing Jetty 

2·.20 In paragraph 59 of the Audi~ Report (Civil) for 1969, it was 
mentioned that a fishing jetty, constructed at a cost of Rs. 5.14 lakhs 
and opened for traftk in July 1965, had not handled any fishing, 
traffic. The Public Accounts Committee (5th Lok Sabha,; 1971-72) 
had been informed by Government that for utilisation of the fishing 
jetty, 20 trawlers were being procure!~· In this connection the 
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Public Accounts Committee had observed in ~heir 20th Report (5th 
Lok Sabha; 1971-72) that they would watch the progress made in 
utilisation of the jetty which had not been put to use for several 
years since its construction. Between April 1973 and February 1979, 
2 fishing trawlers of Central Government were stationed at the Jetty 
and thereafter, they were shifted to Porbandar as Kandla was away 
from fishing grounds. The jetty had remained unutilised since 
March 1979. In order to have a separate berth for the dredgers and 
craft for maintenance and servicing, the Port Trust bad decided 
(January 1980) to extend the fishing jetty suitably at an estimated 
cost of Rs. 89. 86 lakhs. 

2. 21 Asked why the fishing jetty had not been utilised, the Minis-
try of Shipping and Transport have stated (January 1982): 

''The Fishing jetty has remained unutilised since March 1979 
due to shifting of fishing trawlers by the State fisheries 
deptt. because of poor catch in the Gulf of Kutch (near 
Kandla Port).'' 

2.22 lt is notable that this jetty continued to be used and is being 
utilised even now for berthing, weekly servicing and bunkering of 
the port craft other than dredgers. 

Asked why the extension of the fishing jetty had been under-
taken, the. Ministry have replied: 

''The existing firshing jetty was designed for limited purpose 
of accommodating smaller size craft like fishing trawlers. 
Since the State Government decided to shift this activity 
to Porbunder due to poor catch of fish in Kandla waters, 
altrenative use of fishing jetty was considered by suitably 
modifying the same for berthing and servicing port crafts, 
including dredgers. For weekly bunkering and servicing 
the dredgers and high powered tugs are being berthed 
presently at a Cargo berth, mostly by double banking with 
the working ship. The following difficulties have been 
experienced, however. in double banking the port dred-
gers and the tugs. 

(i) Electric cable is required to be laid on the deck of the cargn 
ships for carrying out welding work on dredgers. Thl' 
practice of laying cable on the deck of the working ship 
is not safe. 

(ii) A House is required to be laid on the deck of the working 
ship to supply bunkers to the dredgers. This leads to 
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suspension of work of repairs to a ship during the period 
of supply bunkers. 

(iii) One wharf crane remains unutilised as the electric connec-
tion for working bunkering pump and welding set is re-
quired to be provided from a wharf crane. 

Due to above operational difficulties in bunkering and in carry-
ing out maintenance and repair work it is not considered 
advisable to continue the practice of double banking the 
port dredgers with the working ships at the cargo berth. 
It has, therefore, been proposed to modify the existing 
fishing jetty so that H could berth port dredgers and 
other craft. 

The Audit have des1red to know, if the South Wharf of the 
bunder basin could be utilised for bunkerjng berthing of 
port craft. The port has reported that even the draft 
available during the high tide at the bunder basin is about 
two metres, which would not permit berthing of tugs, and 
dredgers of the port. During the low tide, the Bunder 
basin has hardly any water. The bunder basin is used 
now for handling lash barges." 

2.23 The Committee observe that a fishing jetty constructed at 
Kandla at a cost of Rs. 5.14 lakbs and opened to traffic in July 1961) 
could not be utilised for the intended purpose because of poor catch 
in the area. The Jetty is nolv being utilised for berthing. weekly 
servicing and bunkerin.g of the port craft ofller than dredgers. It 
ir proposed to extend the jetty at an estimated cost of Rs. 89.86 lakhs 
to get over the opera'tional difficulties in bunkering and in carrying 
out maintenance and repair work involved in double banking the 
port dredgers with the working ships at the cargo berths. The 
modified jetty would enable berthing of port dredgers with other 
port craft. The Committee expect that with the availability of a 
separate berth for maintenance and repair work, it would be possi-
ble to utilise the cargo berths to the optimum level. 

(c) Clearance of imported cargo 

2.24 The high utilisation of the berths and low outtum were 
attributed by the Port Trust inter-alia to inadeqU'ate rate of clearance 
of imported cargo. The Committee therefore desired to know the 
steps taken to expedite the clearance. of imported cargo. The Ministry 
of Shipping & Transport have stated as under: 

"The peculiar feature of this port is that major portion of the 
import cargo is meant for the hinterland beyond a radiu~ 
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of 500 kms. and the same is required to be moved to inland 
destinations mostly by rail. Thus, the clearance of the 
import cargo largly depends on the Railway system. 
Although Kandla Port is connected both by B.G. and MG 
railway systems, the availability of railway wagons ha~ 
been inadequate. This is partly due to the imbalance in 
the import and export traffic handled at this Port. Due 
to imbalance, the generation of empty wagons at the port 
is limited. Therefore, the Railways have to undertake 
the haulage of empty wagons to clear port is reviewed at 
the weekly Coordination meetings where the representa-
tive of the Railways also participates. Railways have 
since reorganised their operation. With the block rake 
movement, the Railways may be in a position to lift more 
traffic. In fact, the quota for clearance of imported ferti-
lizer, which was around 70 wagons per day, has been 
raised to 140 wagons. 

The following further steps have been taken to expedite the 
clearance of imported cargo from the Port. 

(i) With a view to generating more empties at the port, action 
has been taken to attract more export cargo from the 
hinterland. In this direction, a package of incentives and 
concessions has been offered from 11 May, 1979 to the ex-
porters and more export items like rice, barley, cotton, 
groundnuts, copper reverts etc., have started moving to 
the port by rail. This has generated more empties for 
clearance of the imported cargo. The details of traffic of 
export cargo are given below:-

Commodity 

Rice & Barley 

Cotton 

Ground nut• 

Copper riverts 

Gu ar gum and Bentonite . 

'978·79 

4g,8s7 

1979-80 

31,864 

(In tonnes) 

rg8o-8 1 rg8o-8 I 
(Upto Oc~ober) ----

3,36,245 

23,564 

7,243 

JO,too• 

3,03,853 

t,6go 

*Copper riverts were exported by M/s. Hindustan Copper 
Limited to the extent these materials were collected at 
their mine heads and which could not be processed by 
them in their factories. Thus, shipment of copper rlverts 
is therefore, not of regular nature. 
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(ii) Keeping in view, the limited availability of wagons, the· 
importers have been urged to undertake clearance of 
cargo by road transport. In particular cement is now being 
moved by road transport though it is a costlier mode· 
of transportation. Generally, road transport is 3 to 4 tim~ 
costlier than rail transport. 

(iii) To discourage the storage of import cargo in transit area 
for long period, the rate of demurrage in cargoes lying 
undeared beyond the free period has been enhanced. 

- ' 

(iv) In order to attract more export cargo from the hinterland 
Railways had been requested to grant point to point con-
cession and also consider grant of 509 concession in rail 
freight for all the export commodities moving to Kandla 
Port from its hiterland. Recently, the port was informed 
that the Railway Ministry have not npproved the proposaln 

(i) Movement of Cem,ent 

During evidence the Committee enquired why the imported 
cement was being moved from Kandla by road and not by rail. The 
Chairman, Kandb Port Trust stated: 

"In Kandla, for the last three years, we have been handling 
cement and the entire quantity is being moved by road. 
The reason given by the Railway is that the cement is iin 
paper bags and therefore they do not accept paper bags."' 

2.25 In a further note on the subject, the Ministry have stated: 

"Import of cement through Kandla commenced in ihe year 
1978-79. Presen~ly, 3 lakh tonnes of cement is imported 
annually. The entire import of cement is moved by read 
transport. Before the commencement of import of cement 
through the Port, the Ministry of Commerce had approach-
ed the Railway Board for supply of adequate number of 
wagons for clearance of imported cement from Kandla 
to northern States like Rajasthan, Punjab, Haryana. etc. 
The Railways expressed their inability to provide any 
wagon for clearance of cement from Kandla Port. He ~ee. 
the Cement Controller had to make arrangements ioc 
clearance of imported cement from the Port by roact· 
transport. The Railways have recently agreed to provide-· 
w~,.~ · -· in block rakes for the clearance of cement from· 
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Kancila Port. However, this facility could not be utilised 
as the Central Wareshousing Corporation, the handling 
agent of Cement Controller, were unable to load cargo 
in block rakes and they preferred to move their cargo by 
road transport. Hence no indents in block rakes were 
placed by the consigness with the Railways." 

2.26. The Committee are concerned to observe that huge quantity 
oi cement-presently of the order of 3 lakh tonnes, imported 
annually through Kandla Port, is being moved entirely by road to 
distant destinations in Rajasthan, Punjab and Haryana due to the 
inabilit~; of th-e Railways to provide wagons for clearance of the 
same. It was stated in evidence that the Railways had expressed 
inabilit~ to do so since the cement was imported in paper bags, 
which ft11ey were not prepared to accot!tpt. The Committee have now 
been given to understand that the Railways have agreed to provide 
wagons in block rakes but the facility is still not being utilised be-
<·ause of the inability of the Central Warehousing Cot·poration who 
are the handling agent of the Cement Controller, to load the cargo 
in block rakes. Since the movement of cement to distant destina-
tions by road is 3 to 4 times costlier. the Committ·oo cannot view this 
situation with equanimity. Considering the huge wastage of national 
resources involved in such movement and the high cost which the 
consumer has ultimately to pay for this essential commodity, the 
Committee desire that the matter should be taken up by the Ministry 
of Shipping & Transport with the Ministry of Railwa)'S and the 
Ministry of Commerce at a high level with a view to so:rting out the 
problems. 

2.27. The Committee need hardly point out that all talk of trans-
port coordination would be meaningless unless it is ensured that 
commodities like cemen·t, fertilizer etc. are carried by the Railways 
over long distances . Tlle Committee expect that this matter would 
en~aged the serious attention it deserves and an early decision taken. 

(ii) Fertilizer Traffic 

2.28. For handling fertilizers and related raw materials imported 
in bulk, the Port had been operating and maintaining since November 
1977, a marine uploader installed by the Ministry of Agriculture. 
Out of 3.25 lakhs tonne : of cargo meant to be handled by the un-
loader, only 2.42 lakh tonnes were handled in 1659 hours in 222 days 
(34.5 per cent of working hours) during 1979·80, giving an average 
discharge of less than 146 tonnes per hour against its rated peak 
capacity of 5QO tonnes per hour; under-u.tilisation of the unloader-
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.also resulted in loss of 310 shipdays by way of preberthing detention. 
Low discharge by the unloader was attributed to: (i) condition and 
characteristic of the cargo, (ii) ships nominated by the Mip.istry of 
Agriculture being not according to designed requirements, (iii) low 
rate of clearance of unloaded cargo, (iv) inadequate to capacity of 
bulk storage, keeping in view the rate of clearance and {v) absence 
of suitable clean-up. The Ministry of Shipping & Transport have 
informed the Co~mittee that: 

"During 1979-80, 18 ships with a total quantity of 3.25 hikh MTs 
of fertilizers called at the port for unloading qua the Marine 
Unloader. A total quantity of 2.42 lakh MTs of fertilisers 
was unloaded by the Marine Loader and the balance 
quantity of 0.83 lakh MTs by cranes. The operation of the 
unloader requires the cargo to be fed continuously so that 
the boom of the unloader is able to pick up the material 
and take the same to the conveyor. It so happens that the 
last few hundred tmmes in each hold of a ship have to 
be rolle~ted and then fed to the boom through the aid of 
an external device. For this purpose, a pay-loader was 
made available for collecting the cargo inside the holds and 
feeding tlie same to the boom. This payt..loader 
did not work effectively and, therefore, the remainder 
cargo 0.83 lakh MTs had to be unloaded by cranes. Recent-
ly, trials were carried out to unload residual cargo by 
using heavy-duty pay-loaders in the holds. The results 
were fotmd to be satisfactory. Based on this, action has 
been taken to procure two clean-up units. 

The percentage utilisation which has been indicated in the 
Audit Report (34.5 per cent of working hours) has been 
arrived at on the basis of 16 hours of work of the Marine 
Unloader for 300 days in a year. 

According to the design criteria, the unloader is designed to 
operate for 4000 hours per year. Based on operating the 
plant for 16 hours a day, the total effecting the plant for 
16 hours a day, the total effecting operation days work out 
to 250 and not 300, days. This is also in conformity with 
the average berth occupancy which is taken as 75 per cent. 
The Marine Unloader worked for 1659 hours on 222 days 
achieving an utilisation of about 42 per cent. 

The performance of the equipment is dependent on the nor-
mal operation of the entire system including the regular 
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clearance of fertilisers from the port and adequate stor-
age. During 1979-80, a number of factors affected the full 
utilisation of the unloading capacity. The factors mainly 
were inadequate clearance by rail (On 104 days there was 
no clearance at all), 'go-slow' by FCI labour (for 54 days 
the operations were totally affected), unprecedented rain-
fall in Kandla area (48 ''against normal 12''), desloading in 
rail!road communication caused by bursting of Machchu 
darr during August, 1979 etc." 

2.29 It has also been stated in the Audit Report that against the 
rated peak capacity of 500 MTs per hour, the Marine Unloader has 
given an average discharge of less than 146 MTs per hour. The 
Ministry have stated in this regard oas under: 

"The peak rated capacity relates to the unloading of Muriata 
of Potash which has a higher density of 1,035. For urea, 
whjch has a lighter dcn3ity of 0.728, the peak rated capacity 
of discharge works out to 350 MTs per hour. For any 
mechanised bulk handling system there is a difference 
between the peak rates and the average rated capacity. 
The design parameters of this plant are based on achieving 
50 per cent of the peak rated capacity. Therefore, the 
average optimum discharge rate for urea is to be placed 
at 175 MTs per hour against which the plant has achieved 
about 146 MT per hour. This works out to about 83 per 
cent ,of the average rated capacity. 

The system installed at Kandla was the first of its type which 
was basically designed for handling free flowing cargo. 
Urea is a cargo which has a wide range of variable flow 
characteristics. At the Marine Unloader, a number of 
ships were found to have urea which was partially in a 
compacted and caked condition. Though the system did 
provide for a device for loosening the compacted cargo. 
it was found that the scraper could loosen the cargo in the 
holds only upto a certain degree of compactness. There-
after, the rate of flow got affected because the scrapper 
slowed down thus reducing the rate of feeding Manual 
digging had then to be resorted to which is time consum-
ing. This feature affected the rate of flow resulting in low 
output per hour. In order to tackle this problem, two units 
of grawler-mounted dozers are being procured indigen-
ously.'' 
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2.30. The Audit para further points out that as a result of under-
utilisation of the unloader 310 shipdays were lost by way of pre-
berthing detention. The Ministry have explained: 

"The break-up of these 310 shipdays is as follows: 

(i) Go-slow 

(ii) :Marine Uuluader herth occupied by ships being 
handled by cranes for unloading rf'sidual/eompact 

• !)4 days 

cargo 72 days 

(iii) Heavy rain a11tl inch·ment weather 23 days 

(iv) Hunchi11g . 161 days 

310 days 

It would be seen from the above that 161 shipdays were on 
account of bunching of vessels. As the arrival of vessels 
cannot be accurately planned, bunching of ships at the 
Port occurs. 

In regard to the los.:; of ship days un acounl of bunching of 
vessels, it should be added that the Department of Agri-
culture does plan the arrival of its fertilizer vessels in a 
phased manner so that, the extent possible, a number of 
imponderables like the voyage time required by the ship, 
delay in loading the vessel at the loading port. conditions 
obtaining at the port of destination at a particular time 
etc. have a bearing on the phenomenon of bunching of 
vessels and keeping these in view, it becomes well nigh 
impossible to eliminate bunching of vessels. 

While the Marine Unloader has the in built capacity to handle 
more fertilizer and its raw materials, its actual utilisation 
has largely been limited to the extent of the availability of 
wagons at the Port and the capacity of the Food Corpo-
ration of India to clear the cargo by rail and road on a 
sustained basis. In fact, the availability of railway 
wagons in the year 1979-80 averaged to 56 (both BG and 
MG wagons) against the daily quote varying between 85 
to 135 wagons. With the recent improvement in the avail-
ability of wagons, it is expected that the utilisation of the 
M"arine unloader will go up." 

2.31 In this connection, the representative of the Ministry of 
Agriculture stated during evidence: 

•. 
44When the marine unloader was set up, the _fertilizer situation 
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in the hinterland of Kamila was different than what it is 
today. At the time of setting up of the unlaader, the 
capacity of the fertilizer plant of IFFCO at Kandla was 
about half a million tonne. They have since increased 
their capacity to 1 million tonnes. Secondly, in Gujarat 
itself, one giant size Urea factory has come up. The other 
one under KRIBHCO is coming up shortly... With the 
setting up of two new Urea factories in Gujarat and the 
expansion of the Kandla plant of IFFCO, the requirement 
of imported fertilizer through Kandla has gone down, but 
at the same time the requirement of potassic fertilizer has 
gone up because of the increase in the requirement ef 
MOP (Muriant of Potash) of the Kandla plant. This 
change has a repercussion on the handling capacity of the 
un1oader. I was associated with the setting up of the un-
loader from the very beginning. Its capacity was fixed 
with reference to bulk MOP. Now to say that the same 
capacity is applicable to urea will be a wrong statement. 
Thereafter, when we talk of marine unloader capacity, we 
shall have to keep in mind the different types of fertilizers 
as the weight per cu.m. of urea of DAP (di-ammonium 
phosphate) is different from that of MOP. We, therefore, 
have to think in terms of efficiency of the unloader. This 
can be in terms of time of utilisation, effective rate of 
unloading and the overall quantity. From the details of 
the different types of fertilizers handled by the marine 
underloader, it is observed that the unloader has been 
utilised to the extent of about 33 per cent of the effective 
capacity. Again, if we look at the quantity handled by 
the marine unloaler it is observed that ·about 1 million 
tonnes of bulk fertilizers has been handled by this un-
loader. If this quantity would have been brought in bags, 
the country would have spent an additional $20 million in 
foreign exchange. Secondly, the mechanical system also 
includes automatic bagging plants. With the help of these 
plants, better standardisation and stitching of the fertilizer 
bags takes place. Thus, the farmers get better hags with 
hardly any shortage in the bags. Thirdly, in the case of 
manual handling of bulk fertilizer, the voyage/handling 
loss at the port varies from 1-1.5 per cent. In the case of 
mechanical plants, this loss is much less. There are, there-
fore, a number of advantages as a result of mechanisation 
of tmloading and handling of imported bulk fertilizers." 



24: 

2.32 A.sked about the procedure for nomination of ports in respect 
of imported fertilizer the witness stated: 

"The nomination of the unloading port in respect o'f a fertili-
zer ship is made after taking into consideration (a) re-
quirements of imported fertilizers in the hinter-land of 
a port, (b) port condition (c) type of ship (d) type of 
fertilizer (e) weather condition at the· port (f) availability 
of clearance facilities like wagons etc. (g) availability of 
storage. space at the port or in the port town (h) pool 
handling agency working at the port etc. Of late, we 
have introduced a system in which the programme for 
each pool Landlinr~ agency is decided one month ahead, 
after taking into consideration their performance, re-
quirements in different States and the likely port eondi-
tion in the month under consideration.'' 

He added: 

"Norm<tlly the quantum of fertiliser varies from four to five 
million tonnes in terms of material. Out of this 4 to 5 
million tonnes, at Bombay we handle six to feven lakh 
tonnes, roughly and at Kandla, it varies from five to six 
lakh tonnes. 

So far :c.s imported fertilizers are concerned we have been 
handling them at all the major ports and many minor 
por~.; of India. Today, about 32 per cent of imported 
fertilizers are handled at the minor ports egainst abnut 
5 per cent in 1976-77. Considerable quantity of import-
ed fertilizers is handled at the minor ports against about 
5 per cent in 1976-77. Considerable quantity of import~d 
fertilizers is handled at Tuticorin and Cochin also.'' 

2.33 The Committee enquired why the Ministry imported fertili-
zers through the Bombay Port since the same was sufi'ering from 
congestion. The witness explained: 

"In Bombay the wagon availability is bJter. We get more 
wagons there, because the generation, of empty wagons 
is more there, compared to K.andla. For Kandla, they 
have to take empty wagons all the way from Ahmedabad 
etc. Railways incur extra expenditure for this empty 
haulage. We want to reach a stage where fertilizers 
should not only be unloaded from ships quickly but also 
loaded quickly into wagons.,' 
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2.34 The Committee. desired to know if the Ministries of Shipping 

and Transport and Railways had ever gone into the economics of 
moving the foograins from the North by rail up to Kandla and by 
sea from Kandla to Kerala, so as to make more empty wagons 
available at Kandla for taking back the imported fertilizers. The 
Secretary, Shipping and Transport stated during evidence that the 
rail-cum-Shipping would be more expensive than pure rail move-
ment. In a further note the Ministry have stated: 

"A study to know the feasibility of moving foodgrains from 
north to south through Kandla was conducted by the 
Ic~ood Department in 1981. It was, however, not found 
feasible to transport the foodgrain•3 through rail-cum-
sea route 6n account of operational and economic consi-
derations. The proposal was !lot found feasible for the 
following reasons: 

(a) The freight 'for sea-cum-rail movement of foodgrains 
via Kandla was much more than the movement by 
rail (rail-cum-sea-cum-rail freight Rs. 324.20 per tonne 
as aga~nst all rail route freight Rs. 145.50 per tonne 
from Moga to Trivandrum). 

(b) Lack of adequate storage faci11ties at the port for 
storing foodgrains pending shipment by coastal vessels. 

(c) Multiple handling that would be involved in case this 
was resorted to like unloading of wagons at the ports, 
moving them into the local godowns, moving them to 
the ships for loading, unloading of the cargo at the 
destination port, . movement into local godowns and 
further movement by rail which may be necessary in 
order to despatch foodgrains to distant points in the 
recipient states. This would involve greater transit 
losses than in case of direct movement by rail upto the 
final destinations." 

2.35 Asked how coordination was maintained between the 
Ministries of Railways and Agriculture so as to monitor the avail-
ability of wagons. The representative of the Ministry of Agricul-
ture stated: 

11We have a system of monitoring of the availability of 
wagons at various levels, for example, quarterly revi~w 
about the availability of wagons for carrying fertilizers 
is done with the Railways at the Ministry's level at the 
Centre. The periodical reviews are also done at the 
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local level i.e. at ports, etc. The officers of the Depart-
ment of Agriculture are also in constant touch with the 
Railways about the availability of wagons for fertilizers-
both indigenous and imported.'' 

2.36 Elaborating the point further, the Additional Secretary, 
.Ministry of Shipping & Transport informed the Committee: 

"There is a cargo rationalised distribution committee which 
deals with the allocation of Government cargoes-export as 
well as import, to the various ports, with reference to 
the prevailing situation in the ports. The user Ministry 
and the other undertaking give the programme in ad-
vance, say for a period of .three months. With reference 
to the congestion situation which may prevail from time 
to time in some ports, principally in Bombay, Kandla 
and Madras, the cargo allocations are made. If the user 
Ministry wants a certain in quota of cargo to be moved 
through these ports. depending upon the congestion, we 
get cargo diverted through other ports subject to the 
availability of wagons 'from the Railways and the ade-
quate railway infrastructure and also subject to the 
cargo handling capacity in those ports ...... this committee 
meets once every month and keeps on reviewing the 
po.;ition. '' 

2.37 In a subsequent note the Ministry have furnished the de-
·tails regarding the set up and functions of the Rationalised Distri-
!:mtion Committee and its achievements as under: 

"With a view to contain specific port congestion and utilise 
the capacities available at the mnjor ports in the coun-
try, a Standing Inter-Ministerial Committee, called the 
Standing Committee on "Rationalised Distribution of 
Cargo", was constituted in February, 1978. The compo-
sition of the above Committee is given below:-

Addl. Secretary (Ports) , 
Ministry of Shipping and Transport as Chairman. 
Joint Secretary (Ports), 
Ministry of Shipping and Transport. 
Chief Controller of Chartering, 
Ministry of Shipping and Transport. 

Representatives of the concerned Ministry like Ministries of 
Agriculture, Commerce, Steel, Civil Supplies, Chemicals 
and Fertilizers, etc. 
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One representative each from the Shipping Corporation 
of India and INSA (Indian National Shipowners' Asso-
ciation). 

The primary function of the Committee is to plan port-
wise import/export of bulk cargo with the objective of 
utilisation of the capacity in the ports and avoiding con-
gestion. Besides, some operational problems that may 
come up from time to time are coneidered at the meet-
ings of the Committee. 

In view of the aforesaid functions of the Committee, 1ts 
efforts since the time of its creation have been directed 
primarily to rationalise imports/exports of bulk cargoes 
coming/going on account o'f the Government/Public 
Sector Undertakings. This exercise is attempted 
through monthly Meetings of the Committee at which the 
requirements of user Ministries/ Agencies are ascertained 
and the anticipated traffic allotted among different ports. 

In the light of the above, it will be seen that the Committee's 
role has been to achieve better utilisation of the capa-
cities of the ports, but the intention is not to impose 
allocations but to seek agreed solutions. To illustrate, it 
was noticed that edible oil meant for distribution in the 
eastern parts of the country was being imported through 
Bombay port. Accordingly, the Ministry of Civil Sup-
plies was requested to divert a part of this edible oil to 
Calcutta Port where facilities for handling the same 
existed. As a result of this decision, greater quantum 
of edible oil hae been handled at Calcutta Port. The 
Calcutta Port which handled 19,000 tonnes of edible oU 
in December-February, 1980-81, handled 35,000 tonnes 
of edible oil in March-May, 1981. 

Recently, in regard to planned import o'f 15 lakh tonnes 
of sugar by the Directorate of Sugar, it was agreed that 
no quantum of sugar should be handled at Bombay 
which had been suffering from congestion for some-time 
past. Then again, the Department of Food was asked to 
avoid bringing any wheat for being handled at Indira 
Docks of Bombay Port during August 1981 to March 

. 19'82 as it would have again added to congestion.'' 

.. , 2.38 The Committee note with serious eoneem that the marine 
UDioader berth could not be utilised to its optimum eapaeity of 6 
IUh tonnes per annum because of the failu;re of the M.baistry of 
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Agriculture to nomiu.ate suitable size of vessels for handling through 
the marine unloader, caked condition of fertilizers making it . difti.cult 
to handle, slow rate of carting etc. The Committee find that the 
actual utilisation of the marine unloader was as low as 43 per cent 
in 197~ 79, 50 per cent in 1979-80 and 54: per cent in 1980-81. The Com-
mittee have been informed that the performance of the equipment 
is dependent on normal operation of the entire system including the 
regular clearance of fertilizers from the Port and adequate storing 
facilities thereof. The Committee are surprised to note that during 
1979-80, there was no clearance on as many as 104 days while the 
operations were aftected for another 54 days due to 'go slow' by FCI 
labour. It is unfortunate that as a result of under-utilisation of the 
tmloader, 310 ship days were lost by way of pre-berthing detentions. 
Of these, as many as 161 days were lost due to bunching of ships. 

2.39 The Committee consider that this is indicative of the clear 
.fejlure of the Department of Agriculture to .plan the arrival of 
hrtilber vessels in a phased manner. The Committee have been 
inf~rmed that a standing Inter-ministerial Committee on Rationalised 
Distribution of Cargo has been in existence since February, 1978. 
The committee consists of the representatives of the Ministries of 
Shipping & Transport, Agriculture, Commerce, Steel, Civil Supplies, 
Chemicals and Fertilisers etc. as well as the representatives of the 
Shipping Corporation of India and the Indian National Shipowners' 
Association. It is charged with the responsibility of planning, po'rt-
wise, import/export of bulk cargo with the object of utilising the 
capacity in the ports and avoiding congestion. It is surprising that 
despite the existence since 1978 of a coordinating machinery repre-
senting aU the concerned interests, it has not been possible for the 
Ministry of Shipping and Transport to ensure full utilisation of the 
capacity available at Kandla Port. 

2.40 The Committee consider that it is necessary to re-define and 
enlarge the role and functions of the Coordinating Committee with 
a view to achieving better utilisation of the capacities at the various 
ports. To this end, the question of giving more powers to the inter-
Ministerial Committee so as to enable it to impose, if necessary, the 
allocations to different ports in the national interest, may be examin-
l'd. The Committee desire that the matter should be sorted out at a 
high level, say, in the Committee of Secretaries and an early decision 
taken. 

2.41 The Committee find that another important factor affecting 
the operations at the Port is the slow clearance of imported cargo 
because of the inadequate availability of railway wagons both on 
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the BG and MG railway system. The Committee have dealt with 
this aspect in a later section of this Report. 

So far as fertilizer tramc is concemed the Committ(\e are dis-
tressed to find that the availability during the year 1979-80 averaeed 
only 56 wagons (both BG and MG) against the daily ·quota varying 
from 85 to 135 wagons. It is been argued on behalf of the Railways 
that they are required to undertake coruiiderable amount of empty 
haulage of wagons because of the imbalance between the import and 
export tramc at Kandla. The Committee consider that it may be 
useful to associate the railways with the standing Inter-ministerial 
Committee on Rationalised Distribution of Cargo so that a well co-
ordinated plan of movement of traffic to and from the various ports, 
particularly the major ports, can be drawn up and implemented. 
The Committee would therefore, like the suggestion to be examiDed 
in the context of enlarging the powen, scope and functions of this 
committee. .. 

(d) Exports kom Kandla 

(i) Trafjic on private account 

2.42 According to Audit, traffic at the port had been mostly on 
Government and semi-Government Organisations' accounts pertain-
ing to oil, fertilizers, vegetable oil, phosphoric acid etc., traffic on 
private account having amounted to only 4 per cent. The Com- · 
mittee therefore, desired to know the reasons for such a negligible 
traffic on private account. The Ministry of Shipping and Transport 
have stated: 

"The principal commodities handled at this Port are essen-
tially of bulk nature like POL, phosphoric acid, edible oil, 
liquid chemicals, fertilisers, raw materials for fertilisers, 
copper, zinc concentrate, cement, foodgrains, bauxite, salt 
and sugar. All these commodities are imported/exported 
by the Government agencies and the public sector under-
takings and are canalised items through the State Trading 
Corporation. 

The general cargo traffic on private account has not developed 
at this port to the desired level due to the following factors: 

(1) Lack of regular and frequent liner service from the Port. 

(2) Kandla Port is situated in an area which is commercially 
and industrially backward 
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.(3) There is no immediate hinterland generating general 

cargo on private account. 

(4) Apart from one fertiliser factory, there is no captive 
industry at Kandla. Till recently, the industries located 
in the Kamila Free Trade Zone could not generate 
sufficient volume of general cargo traffic which acted as 
a disincentive to the liner vessels calling at the port. 
From November, 81, however, a Soviet Shipping Com-
pany is calling regularly at the port to cater to increased 
traffic being·generated in the Free Trade Zone. The latest 
assessment is that industries in K.FTZ would generate 
about 700 tonnes of export cargo every month. 

Due to the above reasons, the scope of traffic on private 
account has remained limited. However, in the year 
1979, the Port offered the following package of incentives 
and concessions to the ship-owners and shippers to 
attract general cargo tra.ffic-

(a) Incentives to Shop-owners: 
(1) Priority berthing to vessels loading and unloading 

cargo on liner terms. 

(2) Supply of free lighterage and towage services for 
liner cargo ships when alongside berths are not avail-
able. 

(3) 50 per cent concession in shipping charges on all gene-
ral cargo vessels loading and unloading cargo upto 
3000 tonnes. These charges are 'for services like pilot-
age, berth hire etc. 

( 4) Exemption from payment of additional fees for pilot-
age and use of port tugs on Sundays, Port holidays and 
night operations in respect of general cargo vessel~ 

loading/unloading cargo upto 3000 tonnes. 

(5) Exemption from shifting charges and fees for use of 
tugs for shifting general cargo vessels loading/unloading 
cargo upto 3000 tonnes. 

(6) 25 per cent concession in crane hire charges for when 
cranes are used for loading export cargo. 

(b) I ncen.tives to shippers: 
(1) Grant of 25 per cent rebate in wharfage charges cargo 

exported to foreign as well as Indian . Ports except in 
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cases where separate rates of export wharfage are 

prescribed. 

(2) Grant of 25 per cent rebate in storage charges for 
cargo exported to foreign as well as Indian Ports. 

(3) Providing adequate covered space in Port warehouses 
situated quite close to the jetty. 

( 4) A free period of 15 days is allowed in transit area for 
export cargo as against four days allowed for import 
cargo. 

(5) 50 per cent concession in lift hire charges for the lifts 
provided in the warehouses for hoisting cargo to first 

floor of warehouses. 

{6) 25 per cent concession in crane hire charges for cargo 
loaded in chartered vessels. 

As a result of the above incentives and conc~sions, the 
traffic on private account has shown an increasing trend. 
During the year 1900-81, the share of cargo handled on 
private account increased from 1,57,703 tonnes in 1979-80 
to 4,08,435 tonnes which is '8 per cent of the total traffic 
handled in 1980-81 at the Port. 

(c) Traffic p1'0motion measures 

The port has been approaching the individual exporters to 
use Kandla Port. 

The Audit have desired to know if a survey has been con-
ducted or estimates made of the export cargo from the 
hinterland of Kaxfdla Port being routed through other 
ports. No such survey has been made.'' 

2.43 During evidence, the Committee enquired whether the 
Ministry had explored the possibility of routing through Kandla 
Port the export cargo from its hinterland and which was at present 
being routed through Bombay. The Secretary, Ministry o'f Shipping 
and Transport replied: 

''Our experience is that export cargo which is actually a very 
sensitive cargo where there are established agents etc., 
needs a very special infrastructure. In Kandla there is 
no regular liner cargo. A ship is not willing to go to 
Kandla unless it picks up 700,000 tonnes of goods. So, 
private trade somehow prefers Bombay.'' 
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The Chairman, Kandla Port Trust added: 

"There is an imbalance between the import and export cargo 
at Kandla Port. This issue was considered by the Kaul 
Committee which recommended that in order to promote 
the export cargo some package of incentives should be 
given and this package was granted by Kandla Port in 
May 1979. It includes from transit facilities for a period 
of 15 days for export cargo, 25 per cent concession in crane 
hiring charges etc. I would like to submit that Kandla 
was the only port which reduced its rates in respect of 
some items in order to attract the export cargo. But the 
whole thing was linked up with equal concession charges 
granted by the Railways. In the same report it has been 
recommended that a 50 per cent blanket concession 
should be given by the Railways for the export cargo 
since there is empty haulage of wagons to pick up the 
import cargo and in the meanwhile point to point con-
cession should also be granted to exporters in the hinter-
land. Both the major reCommendation~ have been 
turned down by the Railways. We took up this matter 
with them, but they have still turned down. Otherwise, 
in conjunction with the Railways our package of incen-
tives would have really been proved very very attractive 
and after granting this concession my ratio of export 
cargo has really gone up. In 1977-78 it used to be only 
2,88,000 tonnes o'f export f:rcm Kandla. In the year 197'8-
79 it went up to 4.66 Iakhs and in the year 1980-81 ·it 
went up to 5. 75 lakh tonnes." 

The Secretary, Ministry of Shipping and Transport, however, 
stated: 

"Even if the Railways were to give the facilities I doubt as 
to how much private cargo will move. Most of the 
cargo is container cargo. The question of how many con-
tainer ship go to Kandla and all such other factors are 
involved ..... I am very pessimistic about its being a big 
container port or a general cargo port. That is why we 
are building Novasheva Port. That is why there is a 
decision to buifd a port in Bombay itself. But Kandla 
should be an important port, an important bulk handling 
~ ... " 
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2.44 In reply to a question regarding the trade promotion 

strategy, the Chairman, Kandla Port Trust stated: 

"After the Kaul Committee's recommendations, we set up a 
trade promotion cell. We had contacted a number of 
customers in the hinterland and some of them had 
started coming to Kandla Port. As clarified by the Secre-
tary, there are still some handicaps at Kandla. The main 
handicap is the non-availability of wagons. Recently, 
some ships carrying steel cargo were diverted from 
Bombay Port. Now we handle them quite efficiently. 
But for sometime, we could not get adequate wagons. The 
clearance by wagons is not picking up. On the other 
hand, the road transport is picking up. This year, there 
is 60 per cent clearance by road and 40 per cent by rail. 
We have got one more service. One regular liner started 
coming from the Soviet Union. They pick up about 125 
to 135 containers in a month. Now by March 1983 there 
would be 750 containers a month. Once the container 
liners pick up, I am sure some of the industrialists from 
the hinterland would start coming to us." 

2.45 In a note regarding the reasons for inadequate clearance of 
imported cargo unloaded by the Marine Unloader, the Ministry 
have stated: 

Year 

"As is well known the supply of wagons to clear the Im-
ported cargo from the port has been inadequate on ac-
count of non-generation of empty wagons at the port. 
The following table indicates the average daD.y indent 
and supply of wagons during the last three years: 

Indent Supply Percell ... 

197g.8o . 146 81 56 
lgSo-81 . 167 6o s6 

lg81-Bsl • • IOQ 6s 62 
{upto Dec. '81) 

2.ol6. Asked why the Railways had not agreed to the BUggeation 
made by the Kaul Committee for giving 30 per cent concession 1D. 
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rail freight for all export commodities moving to Kandla Port from 
the hinterland, the Ministry of Railways have stated: 

"The Railways have not agreed with the suggestion of the 
Kaul Committee for giving 50 per cent concession in rail 
freight for export traffic moving to Kandla Port 
since the present policy of the Government is not to 
grant any concession in freight for any commodity safely • on the consideration that the commodity is for export. It 
may be stated in this context that on the question of 
grant of freight concession for export traffic, the Railway 
Convention Committee, 1973, had recommended that in 
case concessional tariffs, became necessary in respect of 
any commodity for export, industry, etc., the authorities 
concerned should make good the difference. The Railways 
have already accepted this recommendation of the Railway 
Convention Committee. 

Accordingly, at present export concessions are not in force on 
the Indian Railways for any commodity booked to any 
of the ports for export. In view of the general policy of 
the Government stated above J3nd since the G~:ver::-.ment 
have accepted the recommendations of the Railway Con-
vention Committee, the Ministry of Railways are not in 
a position to accept the recommendation of the Kaul 
Committee for giving a blanket concession in rail freight 
for all export commodities moving to Kandla Port. 

The Ministry of Railways have, however, agreed in principle 
to the grant of freight rebate for export of certain com-
modities on the condition that the Ministry of Commerce 
would reimburse to the Railways all the revenues lost by 
railways on this account together with a 5 per cent service 
charge. Further, if the Ministry of Commerce are not in 
a position to reimburse the amount of export rebate, 
they may consider advising other Ministries directly con-
cerned with the respective commodities f_or export to 
reimburse the amount to the Ministry of Railways will 
have no objection to operate the scheme of freight relief 
for the movement of export goods by rail on behalf of 
these Ministries. The outcome of reference to this effect 
to the Ministry of Commerce is still awaited." 

2.47 The Committee oltserve that the share of eargo handled oa 
private account at Kandt. Port has iacreased from 1.53 lakh tonnes 
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in 1979-80 to 4.08 lakh tonnes in 1980-81 as a result tn 11 package of 
incentives offered in 1919. Even so, it accounts for only 8 per cent 
of the total traffi.c handled during that year. The Committee have 
been informed that the general cargo traffic on private account has 
not developed to the desired level because of lack of regular and 
f.requent line services from the Kandla Port and the absence of 
any hinterland generating such cargo since the entire area conti-
guous to the port is commercially and industrially backward. Till • 
rerently, the .industries located in the .Kandla Free Trade Zone 
could not generate sufficient volume of general cargo traffic which 
acted as a distincentive to the liner vessels calling at the port. The 
Committee have however, been informed that since November, 
1981 a Soviet Shipping Company is calling regularlY at the port and 
the latest assessment is that industries in Kandla Free Trade Zone 
would generate about 700 tonnes of export cargo everY month. The 
Committee were also informed in evidence that export cargo which 
is a very sensitive cargo needs a very special infra-structure. The 
private trade the-refor prefers Bon1bay where all the facilities are 
available. • .~ 

·' 2.48 The Committee note with concern that the main handicap 
at Kandla is the non-availability of wagons. According to the data 
furnishtd by the Ministry of Shipping and Transport, the supply of 
wagons against the average daily indents was only 56 per cent in 
1979-80, 36 per cent in 1980-81 and 62 per cent in 1981-82 (upto 
December, 1981). The Kaul Committee had pointed out that 10 lalili 
tonnes of export cargo from the hinterland of Kandla is now being 
routed through Bombay Port and a major portion of this coufd be 
attracted to the Kandla Port if concession to the extent of 50 per 
cent in rail freight was given by the Railways. The Ministry of 
Railways have agreed in principle to the grant of freight rebate for 
export of certain commodities on the conditiou that the Ministry of 
Commerce or the concerned Ministries undertake to reimburse to 
the Railways all the revenue loss on this account together with a 
five per cent service charge. Since the augmentation of export 
traffic from Kandla would not only correct the imbalance between 
the imports and exports but would also result in larger number of 
empties becoming available for the import traffic, the Committee 
consider that the question of granting freight rebate for exports 
through Kandla Port needs to be considered seriously. The Cem· 
mittee would like the matter to be examined by the Committee of 
Secretaries and an early decision taken thereon. 
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2.49 The Committee would also ~e a detailed survey to be 
carried out of the export carge from the hinterland of Kandla Port 
which is at present being routed through other ports with a view 
to devising ways and means to divert such traftic to Kandla. Such 
a survey should be entrusted to the inter-ministerial Committee on 
Rationalised Distribution of Cargo. The Committee would like to 
be apprised of the findings of the sll!'Vey and the action taken in 
pursuance thereof . 

(ii) Kandla-Free Trade Zone 

2.50 The Kandla Free Trade Zone was set up in 1965 to encourage 
export traffic from Kandla Port. During evidence, the represen-
tative of the Ministry of Commerce informed the Committee that 
out of 700 acre-s of land which was earmarked for the free trade 
zone, 300 acres of land had been taken over for development. Based 
on the total number of applications which the Government had 
already sanctioned and the units which were likely to come up, the 
entire land would be fully utilised. In fact, Government baa 
started the second phase of development to meet the growing de-
mand. 

2.51 The Committee desired to know the number of units which · 
were planned to be set up in the Free Trade Zone, and the actual 
number of units so far set up. The witness stated: 

''Our original concept was about 100 units in the first phase. 
As of now, 60 units are working. The current year's 
figure in terms of export is about Rs. 44.5 crores. I agree 
that this figure is not high. But if you see in retrospect, 
originally when we set up the port, we had hardly any 
units there. The pace of activity in 1979-80 was some-
what slow. In the year 1980-81, the number of units was 
52 and the export figure was Rs. 25.5 crores. In fact, that 
was the first year when we crossed the modest target 
that was laid down. In the current year, the number of 
units which are working, is 60 and our target of Rs. 40 
crores has already crossed If you look at the total per-
formance, the picture is much more optimistic.'' 

2.52 Asked about the objective behind setting up the free trade 
mne and the extent to which it had been realised, the represen-
·tative of the Ministry of Commerce stated: • 

"One will be export promotion, and the other industrializa-
tion of backward areas like Kutch. We are now contri-
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buting to a significant extent towards e]cport promotion. 
Regarding industrialisation, employment there is 6,000; 
and by the end of this year it will be 10,000. It has eo 
attracted quite a few industries to Kandla." 

2.53 To a question whether Government had thought about the 
type of industries to be set up in the Free Trade Zone, the represen- .... 
tative of the Ministry of Commerce replied: 

"We do not want to encourage trading activity, but there 
should be some value addition in the manufacturing 
process. There should be a minimum value addition of 
30 per cent, for any unit to be there. During the last 2 
or 3 years, the value addition has been 40 per cent over 
the imports. As a percentage of f.o.b. value, it is roughly 
about 35 per cent. It is a reasonably good value addi-
tion. In fact, in·most of the 'units we now sanction, we 
insist on an increased value addition after the first or 
second year. Units have to settle down :firs4. •• 

In a subsequent note the Ministry of Commerce have inter alia 
stated: 

'' ... While approving units in the Zone, criterion of value 
addition is being strictly followed and wherever possi-
ble higher value additions are being insisted upon. 
Manufacturing and processing activities are also on the 
increase and exports from the Zone are increasing as a 
result. The following figures will show the trend of 
exports from KA.FTZ: 

Year Units Exports 
working (Rs. in 

lakhs) 

t976.,, 35 35~ 

1977·78 . g8 471 

1978-79 43 553 

1979"80 . 45 g4o 
1 9ao-az 5!l !1551 
l g81 (upto SI•I!I-81) 6o .Ugsa"' 

--
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2.54 The following statement shows the exports/imports value-
added and employment provided by the Kandla Free Trade Zone 
during each of the years 1966-67 to 1981-82 (upto December 1982): 

Y('ar Employm('nt Exports Imports Value- Value 
(No.) hRs. (Rs. adde-d added 

mil ions) million) %exports 

3 4 5 6 

lg66-67 70 0'75 0'95 0·16 21'33 

Jg67-68 150 o·8g 1. 27 o·38 Negative 

Jg68-6g· • 250 5' 18 2·41 2'77 53'47 

Jg6g•70 300 6·02 3'39 2·63 43·68 

197Q-7J 45o 3·44 3·42 0'02 o·58 

1971•7st 550 7'97 3'28 4·69 58·84 

1972·73 4oo 15' 1 I 4·54 10'57 6g·g5 

1973·74 300 J7•6g s·88 11·81 66·76 

1974•75 sou 18·01 8·53 9·48 52'64 
1975·76 65o 21'92 8·43 13·49 61·54 

1976-77 . 8so 35'23 13• 18 22'05 62'59 ... 
1977-78 1200 47• 17 17•66 29'5' 62·56 

1978-79 . 1500 55'27 25'34 29'93 54·15 

1979-80 . 2500 93'97 5o·48 43·4g 46·28 

Jg80-8J . 4ooo 250•00 125'00 125•00 50•00 

1g81-82 . . . 5000 449·00 230•00 21g·oo 48·oo 
(Upto December, 1981) 

2.55 The Committee pointed out that most of the products of the 
Free Trade Zone had one destination viz. the Soviet Union. Thus, 
while imports were made against hard currency, the exports with 
value added were to soft currency area. The Additional Secretary, 
Ministry of Shipping and Transport explained: 

· "I would like to go back a little i;nto the history of the 
development of Kandla Zone. As I said, the total export 
generated was on a very low key till 1978. Since then 
there has been some perceptible improvement because of 
various policy measures, concessions and incentives. We 
now expect an ·export worth Rs. 60 crores from there. 
Roughly 75 per cent of this export figure will account for 
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exports to Soviet Union. The question of increasing im-
ports from the General Currency Areas ancl. export to 
Rupee Trading Area has also been looked into. Govern-
ment has now decided that exports to these areas will be 
treated on par, irrespective of the raw material Imported. 
It is because the trade with Soviet Union, particularly 
because the higher imports of crude oil require to be 
balanced. Today, roughly 2.5 million tonnes of crude oil 
comes from Soviet Union. It means we have to export 
more to that country.'' 

2.56 Asked about the action taken to diversify the exports from 
this Zone, the· Ministry have in a written note furnished to the 
Committee, stated: 

"Kandla Free Trade Zone Board approves applications from 
parties to set up units in the Zone after considering 
viability of the project, the value of exports, value addi-
tion and employment to be provided. Based on all these 
considerations, the Board approves viable projects in the 
Zone. At the time of grant of approval the position of 
markets for the finished products as well as the availabi-
lity of raw material are taken into consideration. 
According to the policy of the Government there are no 
restrictions for export to Rupee payment countries even 
if the raw materials are imported from the General 
Currency Areas. It is true that at present majority of 
exports from the zone units are directed towards the 
Soviet Union. However, as our imports from the Soviet 
Union are also paid for in Rupees and are to be balanced 
by exports from· India, there are no restricjions on the 
Zone units to import their required raw materials from 
any source and export their finished goods to Soviet 
Russia. 

However, the Ministry of Commerce and the Kandla Free 
T.rade Zone Board are fully aware of the need to diversi-
fy markets for our export products. Zone units, are 
therefore, advised and encouraged to diversify the mar-
kets for their products to avoid over dependence on any 
single market." 

2.57 Asked whether there was any possibility of the large in-
·dustrfal houses winding up their units in the K.andla Free Trade 
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Zone after availing of the 5 year tax holiday given to them, the 
Mit~istry of Commerce have replied: 

"It is true that some big industrial houses are coming forward 
to set up their units in the KAFTZ. However, it is not 
correct that after expiry of tax holiday period of 5 years. 
these are likely to wind up their operations in the KAFTZ. 
In this connection, it is worth mentioning at present there 
are 60 units in the KAFTZ and their total investment in 
the zone is to an extent of Rs. 215.45 crores by way of 
machinery (both imported as well as indigenous) only. 
The exports of these units are estimated to reach upto 
Rs. 798 crores in the 5th year. In view of 'the scale of 
investments, it is not likely that after expiry of 5 y~ars, 
these units would wind up their operations. Moreover, 
the provision of tax holiday is only in view of various 
other concessions available under the Act and therefore, 
we do not think industries would be set up in the Zone 
only to avail of the tax holiday provisions." 

2.58 Explaining the obstacles in the way of fast development of 
Kandla Free Trade Zone, the representative of Ministry of Commerce· 
stated during evidence: 

"Any free trade zone has to compete itself. Une reason is 
th'at Kandla Port has not developed. The incentives are 
not comparable to most of the facilities which are avail-
able in the nearby zones including Sri Lanka. The infra-
structure facilities are not adequate.'' 

2.59 Asked about the communication facilities in the area, the 
Chairman, Kandla Port Trust stated: 

"That is the most horrible. I have taken it up with the 
MinistrY. There is a Kandla Free Trade Zone Board and 
the authority. The Chief Minister of Gujarat is the co-
Chairman in that authority. At least in two meetings this 
issue was discussed in detail and the representatives of 
the Ministry of Communications were also present. They 
indicated that they have to import some equipment and 
it will take two years. By 1983 the situation will improve 
in Kandla. There is a lot of misunderstanding when we 
receive express telegrams in four days. We have a telex 
of 100 points capacity which does not work at least for . 
26 days. The rest of the four days are not notified. Many 
port users do not come to Kandla mainly because of these· 
difBculties." 
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2.60 In a further hote on the subject the Ministry of Shipping 
and Transport have stated: 

"At present, Gandhidham is being served by 1200 line manual 
exchange, Kandla Port by a 300 line medium size auto-
matic exchange and Adipur by 300 litle named exchange.-
The trunk service is handled by manual trunk exchange 
'at Gandhidham which is connected over a narrow band 
microwave link to J amnagar spanning Gulf of Kutch. 

The main difficulties in provision of stable and reliable tele-
communication service to Kandla/Gandhidham arise out 
of-

(i) manual operation of local and trunk service; 

(ii) inadequate performance of the indigenous microwave 
link which is the life line of communication with the 
rest of the country." 

2.61. The following measures are proposed for improving the 
telecommunication services: 

(a) Short term measures 
(i) A small automatic exchange of 200-line is proposed to 

be installed to serve exclusively the free trade zone at 
Kandla. 

(ii) Provision of a group switching centre at Gandhidham 
to facilitate inter-dialling between Kandla free trade 
zone, Adipur and Kandla Port Trust exchanges. 

(iii) Provision of demand trunk service to Bombay, Ahmeda-
bad and Delhi, facilitating prompt trunk service. 

(iv) Provision of a long distance public telephone in the 
premises of Kandla free trade zone for facilitating 
booking of direct trunk calls. 

(v) A small automatic exchange of 400 line is 'also proposed 
at Adipur. 

The above facilities are likely to be available during 1982-83. 

(b) Long term measures 
(i) A 2000 line contarinerised electronic exchange is pro-

posed to be imported at 'at a cost of approx. Rs. 1 crore 
to replace the existing manual exchange at Gandht-
dham. 
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(ii) Replacement of existing indigenous microwave system 

by imported 7 GHz narrow band microwave system (480 
channel) between Jamnagar and Gandhidham at a cost 
of approx. Rs. 27 lakhs. 

The above schemes are likely to be completed in 1983-84 
facilitating provision of STD service from Kandla to major 
cities in the country through the trunk automatic ex-
change at Ahmedabad. 

A team of experts, led by General Manager, Tele-communica..-
tions, Gujarat circle, visited Kandla in December, 1981 
and have suggested several measures for improvement in 
maintenance and operation of the existing telecommuni-
cation system at GandhidhamjKandla. These are under 
implementation. Subsequently, a Task Force for free 
trade zones under the Chairmanship of Shri P. L. Tandon, 
President, National Council of Applied Economic Research, 
visited Kanclla and examined the needs of communica-
tions for the development of Kandla free trade zone. The 
special needs of free trade zone will also be covered by 
the schemes proposed above." 

2.62 In another note, the Ministry of Commerce have stated: 

"At present there is a manual exchange in K.AFTZ. As the 
service available through the manual exchange is un-
satisfactory, the Ministry had requested for installing an 
automatic telephone exchange and STD facilities. This 
nmtter was taken up at the level of Additional Secretary, 
Ministry of Commerce, as early as October, 1979. Similar 
requests have also been made to give telephone/telex lines 
on priority basis to the Zone units as they are 100 per cent 
export oriented. The d.o. letter dated March 18, 1980 of 
Secretary (Export Production) Ministry of Commerce to 
Secretary, Ministry of Communication refers. The matter 
relating to inadequate tele-communication facilities was 
also discussed in the KAFTZ Authority meetings held in 
1980 and 1981. It was decided in the Authority meetings 
that Ministry of Commerce should take up the matter 
with Ministry of Communication at the Minister's .level. 
In pursuance of this decision, Minister of State, Ministry 
of Commerce requested on 30th November, 1980 to 
Minister of Communications to provide automatic teJ.e.. -
plfone exchange and. telex facilities at KAFTZ. Minister 
Of State, Ministry of Cemmerce again requested Minister 
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of Communication on 17th August, 1981 to .improve the 
tele-communication facilities at KAFTZ. The Additional 
Secretary in charge of Free Trade Zone also met the 
Member P & T Board personally and impressed the need 
to improve the tele-communication facilities. Ministry of 
Communications has now dicated that an automatic 
electronic switching exchange would be made available 
to Gandhidham complex by 1983-84. Similarly the total 
number of telex connections have been incre-ased from 50 
to 100. 

2.63 The Committee regret to observe that the progress of setting 
up industries in ·the Kandla Free Trade Zone which was set up as 
far back as in 111165 is very tardy. So far only 60 units have started 
functioning. The .activity is stated to have got accelerated since 
1980-81 when the exports increased to Rs. 25.51 crores from Rs. 9.40 
crores in the previous year. During 1981-82 (upto December 1981), 
the exports are stated to have been of the order of nearly Rs. 45 
crores and the total exports during the year are expected to be of 
the order of Rs. 60 crores. 

2.64 The Committee find that the value added to the exports 
from the Kandla Free Trade Zone was nearly 70 per cent in 1972-73. 
There has been a persistent d.cdine since then and the figure came 
down to 46.28 per cent in 1979-80. During 1980-81 there was a slight 
improvement when the figure stood at 50 per cent. During 1981-82 
(upto December 1981), the value added was 48 per cent. The Com-
mittee do not see any reason why the units which have got fully 
stabilised by now should not be able to show better results over the 
years. The Committee, therefore, consider that the matter needs to 
be examined in greater detail. The Committee would like ·to be ap· 
prised of the results oH§uch study and remedial measures taken in 
pursuance trereof . 

. 2.65 The Committee find that nearly 75 per cent of the exports 
from Kandla Free Trade Zone are meant for the Soviet Union. 
Gove:mment have decided that exports to rupee trading areas will 
he treated on par with imports from general currency areas itt order 
to balanee the trade with the Soviet Union particularly because of 
!he higher imports of crude oil from that country. The Committee 
take note of the assurance given to them that the Ministry of Com-
merce as well as Kandla Free Trade Zone Board are fully aware of 
the need to diversify the markets for our export products to avoid 
over-dependence 011 any single market. The Committee would like 
to be apprised of the specific steps taken in this direction and the 
results achieved. 



CHAPTER Ill 

UTILISATION OF PORT CRAFT AND EQUIPMENTS 

(a) Barges 

3.1 The Committee enquired why 6 more barges were purchased 
when the existing 4 barges were not being fully utilised. The 
Ministry of Shipping and Transport have replied: 

"In 1972, the Port had a fleet of 9 barges. As a number of 
barges had outlived their life, the six barges were pro-
cured in replacement and that too in two instalments. 
The Board approved procurement of 4 barges in April, 
1972 which were received in the year 1975-76. Subse-
quently, the Board approved purchase of 2 more barges 
in June, 1973 which were received in May, 1977. Before 
all the new barges were received, the old barges had 
already outlived their life and written off. The Port at 
no stage from 1972 onwards had 10 barges. 

It is notable that the port has to maintain a minimum fleet 
of barges to meet its essential operational requirement 
and commitment to the port users. Kandla being a tidal 
port, the permissible drought varies from day-to-day. 
The port forecasts its permissible draught two months in 
advance and the information to that effect is circulated to 
the trade and accordingly ships plan their arrival at the 
port taking full advantage of the maximum permissible 
draught during spring tides. However; due to sea voyage 
fraught with several uncertainties, a ship m'ay arrive late 
by a few hours or a day and thus miss the maximum 
permissible draught. In such a case, necessary assistance 
of barges needs to be provided by the port so as to en-
able the ship to discharge cargo in barges and lighten 
herself to suit the reduced permissible draught on the 
subsequent day. If such a ship is not lightened to suit 
the permissible draught, she will have to wait for days 
together as the pennissible draught continues to gradually 
drop due to natural fall in the tide until it revives. after 
10 to 12 days. In view of this particular tidal phenomena 
obtaining at Kandla Port, it is obligatory for the port to 

44 .. . .. 
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maintain a minimum number of barges to take care of 
such an eventuality. Further, the port is committed to 
provide barges free of cost to the liner vessels which have 
to discharge cargo in the mid-stream for want of an 
alongside berth. Viewed in this perspective, the fleet of 
minimum six barges maintained by the Kandla Port Trust 
now is just adequate to fulfil its obligations and commit-
ment as brought out above. It is mentioned here that 
prior to 1972, the port had a fleet of 25 barges as against 
which now we are maintainting only six barges." 

3.2 The Committee note that prior to 1972 the Kandla Port had 
a fleet of 25 barges which was reduced to 9 by April, 1972 when the 
Port Trust approv.ed the purchase of 4 steel barges of 150 tonnes 
capacity each in replacemen,t of 4 existing barges of 100 tonnes each 
at a cost of Rs. 20.73 lakhs, based on an estimate submitted by a 
manufacturing company. It is surprising that though the Port Trust 
was aware that this estimate was on the high side, it was forwarded 
to Government for administrativ.~ approval which was accorded in 
November, 1972. Accordingly, orders for 4 barges at a cost of 
Rs. 11.90 lakhs were placed in May 1973 on the finn. The Committee 
fail to understand whY the Port Trust authorities did not call for 
quotations for supplying the barges instead of banking on one parti-
cular firm for submitting the estimates which were found to be too 
much on the high side. 

3.3 The Committee further observe that the Board approved in 
June 1973 further purchase of 2 steel barges of 150 tonnes each at an 
estimated cost of Rs. 6.21 lakhs, from out of the savings in the ori-
ginal estimate of Rs. 20.73 lakhs. It would appear that Government 
gave their approval to the proposal without going into the reasons 
for the savings and. as would be clear from the succeeding para-
graphs, without even examining the justification therefor. 

3.4 It is interesting to note that the repeat order for supply of 
these two barges was placed on the same firm in October 1973 at a 
cost of Rs. 5.95 lakhs (against administrative approval to the esti-
mate of Rs. 6.21 lakhs) and again without calling for tenders. The 
Committee would like to be apprised of the reasons why orders for 
the barges were placed on the firm in question without calling for 
tenders. 

3.5. The Committee further observe that the Kandla Port Trust 
Authorities did not take action for recovery of liquidated damages 
amounting to Rs. 7.08 lakhs for the failure of the maDufacturing 
company to adhere to the time schedule for supply of steel barges 
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on the II'OUDd that no loss was suftered since there was no demand 
for barges and that even the existing four barges could not be fully 
utilised. The argument is self-contradictory for the apparent reason 
that if the existing barges were not being fully utilised, there was no 
justillcation to go in for . new barges. In any case, there . is no 
reason why such leniency should have been shown to the firm. The 
Committee, therefore, consider it to be a lapse on the part of the 
Port Trust authorities and would like the matter to be investigated 
further with a view to fixing responsibility. 

3.6 The Audit para reveals that the new barges were utilised only 
to the extent of 22 per cent till 31 March, 1980.. The Committee are 
not convinced with the argument that the barges were required to 
maintain minimum cargo handling equipment irrespective of their 
100 per cent utilisa'tion. The Committee consider that while a certain 
antount of . cushion may be necessary and: desirable, . there is no 
justification for making in.vestments to assets to such an extent that 
their acqusition b~omes redundant. The Committee expect that 
such situations will be avoid·ed. 

(b) Tugs 
3. 7 The Committee desired to know the reasons for under-uti1isa-

- tion of the three tugs, during 1978-79 and 1979-80. In a note, the 
Ministry of ShippHig & Transport have stated: 

"Provision of tug assistance to ships calling at the Port for 
safe berthing and towage operation, as and when required, 
is a pre-requisi'.e of port operations. The minimum opera-
tional requirement is two tugs of adequate size and power 
at a point of time, and they have to be provided irrespec-
tive of the number of ships calling at the Port. In fact, for 
having two tugs operational at ali times, one more tug 
of at least of the same size and power is required. 

Of the three tugs referred in Audit Para, there are only two 
shipping tugs, viz. S.T. 'Rukmani' and 'Roopvati.' Thus. 
the Port has to carry on with two Tugs against its require-
ment of three Tugs. Besides the shipping movements, the 
port has to provide tug services for towage of water barges, 
lash barges and other non-propelled port 'Craft like Pontoon 
Grab Dredger, hopper barges and heave-up boat etc. Tug 
MT vir is only a small barbour tug with limited power 
which is mainly deployed for various other towage wo;k. 
In view of the essential nature of Service and the peculiar 
operational features at this p~rt, the utilisation worked 
on the basis of number of hoUrs available for operations, 
number of hours actually worked and idle hours for want 
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of work Should not be considered as the ,correct criterion 
for determining the utilisation of the tugs. As a matter 
of fact, the port should have three shipping tugs, whereas 
the port is having only two shipping tugs, the third being 
only a small harbour tug.'' · 

In a further note, the Ministry have stated: 

"Since the tugs mentioned are shipping tugs, they can be utilis-
ed only during the shipping opera:ions. Kandla being a 
tidal port, shipping operations are restricted around high 
water timings when the tugs are utilised. 

Since the shipping operation is not continued for 24 hours ' the tug utilisation also cannot be for 24 hours. This is an 
accepted practice all over the world as can be seen from 
the extract of para 12 (foot note 1) of Chapter I of the 
Report by the United Nations Conference on Trade 
Development on Port Pricing: 

'This happens when the minimum size of an asset is greater 
than the actually required. For example, if two tugs 
are required to berth a ship two must be maintained 
even if used only once each week since without them 
the port could not function.' 

It can be seen from the above that for operational require-
ments of berthing ships necessary number of tugs has to 
be maintained even if the use of such tugs is only once a 
week. Viewed in this context, the utilisation of the 
shipping tugs at Kandla is quite high. The question of 
excessive idle hours therefore does not arise." 

3.8. Asked about the reasons for procuring the fourth tug at a 
cost of Rs. 459 lakhs, particularly when the earlier 3 tugs 
were under utilised, the Ministry. of Shipping and Transport have 
aarified the position as under: 

"It is clarified that tug 'Kutch Kasari' is not the 4th Tug pro-
cured for operations at Kandla Port. This tug has been 
procured for handling tankers at the Off-shore Oil Termi-
nal at Vadinar which is 42 nautical miles away from 
Kandla Port. For handling tankers of large sizes at the 
Single Buoy Mooring (SBM) at Vadinar and for attending 
to the pull back operations when the vessel is discharging 
the crude oil, a powerful tug is required. The SBM at 
Vadinar is a separate point of operation calling for 
deploying of powerful tugs. 
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As regards the actual utilisation of the tug, she attended 44 
operations during 1979-80, 102 operations during 1980-81 
and 30 operations in the quarter April to June 1981 at the 
Off-shore Oil Terminal, Vad.inar. Besides, she attended 
pull back operation for 125 shifts during 1979-80, 264 shifts 
during 1980-81 and 84 shifts during the quarter ending 
June, 1981.'' 

3.9. The extent upto which these 4 tugs have been utilised during 
1981-82 (upto January, 1982) can be seen from the following Table: 

...__ _______ ------- '"-- -· --·--- ---· ---
S.T. S.T. M.T. M.T. 
ltukmani Roopvati Vir Kutcl• 

(i) No. of shifJping mo\•emeuts 
attendl"d 

(ii) Departmental W?rk• for "\larinr 
Dcptt. 36 hrs. 

(iii) Other d!"p<t.rtnwntal work~ 

(iv) Private p.1rlit>< (on hire) 

(v) Pull back operation~ a.t 
Vadinar (on hire) 

39 hrs. 

i4 hrs. 

---··. ·------- ----·----

jo hrs. 

'3:'1 hrs. 

q6 hrs. 

Kc~ari 

121 

193 hr~. 

413 hr~. 3 hrs. 

434 lm. 43 hrs. 

26n· ~. 
shifls-

:zooo hr~. 

3.10. Explaining the reasons for the uncovered deficits of 
Rs. 13.73 lakhs, Rs. 29.17 lak.hs and 24.90 lakhs in the years 1977-78, 
1978--79 and 1979-80 respectively, the Ministry of Shipping and 
Transport have stated (January 1982): 

"The uncovered deficits in the operation of tugs for the years 
1977-78, 1978-79 and 1979-80 are due to the following 
reasons:-

(i) Heavy expenditure on special repairs on S.T. Roopvati 
and S.T. Rukmani in the years 1978-79 and 1979-80. 

(ii) Increase in the operational expenditure due to revision 
of wages of class. I to IV employees w.e.f. 1-1-1974. 

(iii) Heavy increase in the cost of fuel requirement of these 
two tugs which are operated by furnace oil. 

(iv) Increase in the general overheads mainly due to larger 
apportionment of interest and share of M.P.C. reserves. 

(v) Shifting on port account (rendered free of cost to 
trade) 
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(vi) 50 per cent concession in tug hire charges for general 
cargo vessels as a part of package of incentives o.ffered 
to trade for attracting general cargo ships availing the 
concessions under the package of incentives was 63 in 
1978-79 and 70 in 1979-80. 

It has been accepted for long that each service or activity 
may not be self-supporting and for the use of the tug and 
the actual realisation of income on account of utilisation 
of the tug are therefore conditional by the tidal move-
ments ........ minimum number of tugs have to be main-
tained irrespective of the cost involved. The port is earn-
ing an overall net surplus taking together all the activities 
into account. 

3.11. The Committee desired to know the steps being taken to 
reduce the deficits in the working of tugs. The Ministry have 
replied: 

"Wheneve:.- a ship at the berth or in stream is shifted on the 
request of the Department for operational requirements, 
the tugs are deployed for assisting the ship. However, 
this being for the convenience of the Port, neither charges 
on this score are recovered from the ship nor are the in-
1:er-departmental adjustments carried out to account for 
this income. It has now been decided that the revenue 
at the prescribed rate will be adjusted by giving appro-
priate credit in the accounts. 

Similar procedure will also be followed in future for use of 
the tugs for other inter-departmental work. 

The fees of tugs for attendance, pulling and pushing have 
been revised on slab basis according to gross tonnage of 
vessels in January, 1980 as shown under:-

(Figures in Rupres) ---------
Coastal Foreign 

Vessels of 20000 GRT and under 2500 4000 

Vessels of 20001 GRT to 4oooo GRT sooo 8ooo 

Ve~~els of4ooor CRT to 6oooo GRT • 7500 12000 

Vessels of 6ooo1 GRT to 8oooo GRT 10000 t6oon 

Vessels of Booot GRT to rooooo GRT 12500 20000 

Vessels of roooot GRT and above 15000 MOOO 



As against the fees previously charged at a flat rate of 
Rs. 2500/- for coastal and Rs. 4000/- for foreign vessels, 
the aforesaid slab system will result in improvement in 
the revenue of tugs as the number of vessels above 20,000 
GRT visiting this port is on the increase. In the year 
1980-81, the number of ships above 20,000 GRT which 
called at the port was 31 and the additional income 
derived \Yas Rs. 2,48,000/-. 

For the tug Kutch Kesari acquired in 1979 for exclusive use 
at the Off-shore Terminal, Vadinar, the hire charges have 
been fixed on cost basis. The revenue earned from opera-
tion of this tug will not only cover all the charges incurred, 
but will also leave a surplus." 

3.12 The Committee find that due to high cost of opera~ion of 
three tugs deployed at Kandla Port during 1977-78, 1978-79 and 
1979-80, there were uncovered deficits of the order of Rs. 13.73 lakhs, 
Rs. 29.17 lakhs and Rs. 24.90 lakhs respectively. The Ministry of 
Shipping and Transport have stated that the increase !n op·!)rational 
expenditure was on account of revision. of wages, heavy increase in 
the cost of fuel requirements, increase in general overheads, 50 per 
cent concession in tug hire charges for genera) cargo vessels as a 
part of package of incentive offered to trade for attracting general 
cargo etc. To reduce deficits, the Port Trust have dec!ded to take 
appropriate credit in the accounts for deploying the tugs to assist 
the departmental ships in their movement. The fees for attendant:>e, 
pulling and pushing have also been revised on slab basis with effect 
from January, 1980. The hire charges for the new tug meant for 
exclusive use at the oil terminal have been fixed so as to cover all 
the charges and leave a surplus. At the same time, the Ministry 
have stated that it has beeQ ~ccepted for long that .each service or 
activity may not be self-supportmg. W"ile this may be :;;o, the Com-
mittee_consider that periodic review of the cost of operation. activity-
wise, is essential so as to find out what exactly it costs to provide a 
certain service and how the deficits can be kept to the barest 
minimum. Where a service has to be provided on a subsidised basis 
say, in the case or export cargo, the extent of concession, the ra-
tionale therefor, and the reasons for its continuance, should be fully 
gone into from time to time. 

(C) Other Equipment 

3.13. Referring to the low utilisation of other equipment like-
cranes, forklifts and tractors, as brought out in the audit paragraph,. 
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the Committee wanted to know the reasons therefor. The Ministry 
of Shipping and Transport have stated: ',, 

"The term 'under-utilisation' and excessive iddle hours referred 
to in this para has been worked out on the basis of total 
number of hours available in a year minus the hours on 
account of holidays. Though the Port work goes on round 
the clock on almost all the days in an year, the effective 
work of the cargo operations depends on various factors 
such as-

(a) Extent of berth occupancy; 
(b) Loss of time due to other incidental work such as draft 

survey, clearance of paper/documen~s etc., time lost due 
to change over of shifts, incidental break downs, delay 
in ceiling of vessels after completion of cargo etc. 

These constitute in real term about 40 per cent of the total 
time avaiable in a year leaving approximately 5(}00 hours 
per annum as effective working hours for cargo operation. 
As regards actual utilisation of a particular equipment, it 
may even be less than 5000 hours owing to the following 
non-utilisation factors which are inherent and inbuilt in 
most of the cargo handling equipment: 

(a) Provisions for peale load and stand-by requirements; 
(b) Provision for lay-up on account· of periodical or annual 

repair, overhaul etc. 
It is difficult to separately spell out the extent of non-utilisa-

tion attributable to each of these factors. However. based 
on the operation experience, the cumulative non-utilisation 
hours on this account range between 25 per cen: to 30 per 
cent on a conservative basis. 

In view of the above considerations it may be seen that the 
effective time for utilisation of individual cargo handling 
equipment works out to approx. 30 per cent to 35 per cent 
of the total time in a year. This, in terms of hours, works 
out to 2600 to 3000 hours per annum. 

In this context, it is relevant to point out that while design-
ing lifting/cargo handling equipment. it is classified 
according to the nature of duty expected to be performed. 
Cargo handling equipment like wharf cranes, mobile 
cranes, forklift trucks etc. are generally assigned class 2 
or class 3 duty. The general standard practice as per 
British as well as Indian Standard Institutions (British 
Standard BS 2573 Part I: 1966, Indian Standard IS 807. 
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Part I: 1968) is to assume optimum working hours. of· 
2000 to 3000 hours per annum for class 2 and class 3 duty 
requirements. These hours are taken as basis for number 
of stress cycles for fatigue calculations; depending on the 
nature of duty. 

In view of the position explained above it will be realistic 
and appropriate to work out the utilisation and idle hours 
on \he basis of optimum utilisation 3000 hours per annum 
for objective evaluation of performance of cargo handling 
equipment. Based on this principle, the utilisation of the 
cargo handling equipment has been worked out as can be 
seen from the Statement enclosed. 

It is evident from the figures given in the enclosed Statement 
that the wharf cranes have been utilised even more than 
the optimum level. 

As regards mobile cranes, these could not be utilised to a 
satisfactory level. Port, being a service organisation is 
required to have provision for cermin categories of 
facilities irrespective of frequency of demand. The four 
mobile cranes referred to in audit para are the bare 
minimum requirement for handling general cargo. Even 
though the quantum of general cargo may be limited, a 
minimum fleet of mobile cranes of different capacities has 
to be maintained to meet the special requirement of the 
trade. Considering for each category of equipment should 
not be the criterion of its justification. 

As regards the forkliit trucks, it may be noted that the same 
have been fully utilised with reference to optimum level 
of utilisation. 

Total of3 years 1977·78, 1978-79, 1979-80 
(In thousand of Hours) 

--·-·- ----------------"••-
N •me of the Equipment Net 

work· 
ing 

hours 
avail-
ablr 

Electrical Whllrr Cranes 608·0 
25Nos. ., .. ~ 

. l .•• 

M:)bile Cranes 106·3 
fNos. 

Forklifts 138.6 
7Nos. 

Tract on 76.0 
:3 Nos. 

Consi-
dered 
for 

optimum 
usc per 
annum 

,s.o 

12.0 

21.0 

9.0 

Hours actually worked UtilisatioJI 

For 
Trade 

290.3 

4·7 

4+·1 

4·1 

For 
Dt'ptt. 

3.6 

7·2 

7·2 

Total 

290.3 •• 
129-02% 

8.3 23.06% 

S1.3 81 ·43% 

11.3 41.85 



53 

198()..81 

Electric Wharf Cranes 
25 Nos. 

75.0 84.9 84·9 113.20% 

Mobile Cram~s 
5 Nos. 

15.0 J, 2 1.2 8.00% 

f' or k,lifts 
10 Nos. 

Tractors 
3 Nos. 

30.0 14.2 10.2 

9.0 2.4 9.5 

------ ---- ---~------ --------- -- -· 

24·4 81.33% 

1 J .9 132.22% 

UTile u.i'.isation hours ofequip1ncnts which arc computed on shift basis shows more 
:1u 1 actual p~y>ical working as then· are bookers or entire shifts. 

The Committee desired to know why additional cranes and 
forklifts were procured when the existing equipment were under-
utilised. The Ministry of Shipping and Transport have stated: 

"Six forklifts trucks were procured as per the recommendation 
of the Kaul Committee to handle general cargo. 

As regards the procurement of additional mobile cranes, two 
mobile cranes of 3 tonnes capacity each were in replace-
ment of the two mobile cranes of the same capacity pur-
chased in 195-5 and which had outlived their life and 
declared unserviceable. One more mobile crane of 12.5 
tonnes capacity was procured as per the recommendation 
of the Kaul Committee. 

Apart from using the mobile cranes and forklifts for shifting 
the general cargo from the wharf to the transit sheds/ 
stacking areas, these cranes/forklifts are also provided to 
the Port users for clearance of cargo from the Port. While 
acquiring these three mobile cranes, the Port has limited 
its procurement to min:i,mum requirement in different 
categories. With the increasing trend in general cargo 
traffic at this Port better utilisation of the mobile cranes 
is expected." 

3.15 Enquired about the steps taken to reduce the deficits in 
·\he operation of cranes, the Ministry have replied: 

"The deficit in the operation of cranes in 1978-79 was Rs. 24.21 
lakhs with reference to the total cost, including overheads, 
amounting toRs. 15.70 lakhs. However, in relation to the 
direct cost, it was only Rs. 8.51 lakhs. The rates of crane 
hire charges were revised w.e.f. 11-5-1979 as under, which 
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yielded .an additional revenue of Rs. 11.13 lakhs. This 
reduced the deficit to Rs 1.80 lakhs in 1979-80 in relation 
to the direct use and Rs. 20.05 lakhs with reference to the 
total cost. 

---··- --·-·---
Pre-revision 

rates per shift 

3 .3 Tonne Capacity cram·s: 

(a} Coastal 

(b) Foreign 

56 Tonne Capacity cranc·s 

(a) Coastal 

(b) Foreign 

Rs. 56 

Rs. 88 

Rs. 96 

Rs. l+t-

Revised ratu 
prr shift 

Rs. 120 

Rs. 192 

Rs. 120 

Rs. 192 

Pcrct·n1rgt· 
of i1 en <.s< 

118% 

33'' .. 
-- ---·· --

It will be seen from the above that there was substantial up-
ward revision in the crane hire charges particularly in 
respect of the three tonne capacity cranes. It may be 
mentioned that out of the 25 wharf cranes covered under 
the above revision, 18 are of three tonne capacity. How-
ever, in order to further reduce the deficit in relation to 
the total cost, another upward revision of the existing rate 
structure, after taking into account the increase in cost of 
stores, power and wages, is under active consideration of 
the Port authorities." 

3.16 Besides a 60 tonne gantry crane at a dry cargo jetty and a 
2 tonne crane at the fishing jetty, the Kandla Port had a fleet of 25 
electric wharf cranes, 4 mobile cranes, 7 forklifts and 3 tractors as 
at the end of 1978-79. A mobile crane of 12.5 tonnes capacity and 
two 3 tonnes craP.es and 6 forklifts were added during 1979-80. 

3.17 The Committee find that the income derived from the ope-
t·ation of these equipments had not been adequate to med the ('Ost 
of their opeT~tion and there were deficits amounting to Rs. 24.21 
lakhs in 191.2-79 and Rs. 20.05 lakhs in 1979-80. The Ministry of 
Shipping & Transport have informed the Conunittee that the Port 

.... Trust had revised their rates with effect from 11 May, 1979, and 
that in order to further reduce the deficit, an~ther upward revision 
of the existing rate structure after taking into account the increase 
i~ cost of stores, power and wages is under active consideration of 
the Port Trust. 

3.18 The Committee regret to note that the question of revisinJC 
the rates for the services rendered has apparently been considered' 
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onl.y after . the huge losses have been brought to notice by Audit. As 
stated earU~r, thi~ under-scores the need for periodic review of the 
cost of various services rendered by the Port authorities, as well as 
ensuring optimum utilisation of available assets. The Committee 
expect that the Ministry will be more vigilant in this regard in 
future. .. 

(d) Dredging operations 

3.19 The Audit paragraph reYeals that the depth of the breach 
channel leading to the port decreased from the optimum level of 
4.27 metres during 1974.-75 and 1975-76 to 4.00 metres by January 
1977 and got further reduced to 3.7 metres since July 1979 inspite 
of the iact that the Port Trust owned two dredgers of 26.50 
Iakhs cubic metre~ capacity against its requirement of 19 lakhs cubic 
metres for maintaining the depth of 4.27 metres. The Committee 
desired to know the steps taken to maximise the utilisation of the 
dredgers so that the desired level of depth of the breach channel 
was maintained. The MinistrY of Shipping and Transport have 
replied: 

"The Kandla Port has not been able to utilise its two dredgers 
at optimum level. It has occured on account of the in-
ability of the port to get full complement of qualified 
Marine Officers and their unwillingness to work for the 
extended period. The Port Administration has been 
advertising the posts from time to tim·e to recruit per-
sonnel by direct recruitment and it has also explored 
the possibility' of obtaining personnel on deputation 
from other organisations. The efforts are still continuing. 
Besides, the port obtained dispensation from the Director 
General of Shipping under the Merchant Shipping Act, 
1958 to appoint Marine Officers with lower qualifications. 

To improve the navigational depths in the channel, Kandla 
Port has hired one dredger from the Dredging Corpora-
tion of India for a period of six months from 24th April. 
1981. The hired dredger has dredged 14.17 lakh cu. me-
tres upto 24th July, 1981. In addition, both the port 
dredger~ are working with the available complement of 
Marine Officers. As a result of these combined efforts, 
there has been some improvement in the depth 0f the 

II 

navigational channel.'' 



The quantities dredged by the Port dredgers anci the dredger of 
the Dredging Corporation of India during 1981-82 (upto 30 Novem~ 
ber 1981) are as follows: .. 

M.D. Kutch Vallabh . 

S.D. K.andla 

M.D.T. Dredger \I 

ToTAL . 

Cubic Metres 

935109 

234420 

-----4045005 m3 

(1st June 1981 to 30 NovrmLn 
1981) 

(ht April 1981 to 30 NovC'mhl'f 
1981) 

\24 April 1981 to 30 No\·cmbtr 
1981) 

The depths achieved as a result of the total dredging done as 
above, on the basis of the survey carried out on 4th November, 1981 
(as compared to the depths noticed at the survey carried out in 11 
April, 1981) are as under:-

(a) Mean depths rose from 4.40 m. to 4.65 m. 

(b) Controlling width at 3.7 m. contours from 430 ft. 5'00 ft. to 
500 ft. 

(c) The draught was increased by 0.3 m. (1 ft.) as a result of 
the 3 Dredgers' work. 

A statement showing the actual utilisation of the dredger 'Kutch 
Vallabh' since it is acquisition by the Port Trust authorities in 1976 
vis-a-vis its capacity is given below: 



Year Working 
holii'S 
(norm~) 

-----·--------

Utilisation in 
hours 

Shortfall in 
hours 

Expected 
output as per 

norm• 

Quantity 
dredged in 

cu.m. 

Shortfall 
against the 
expected 
output of 
2.0mmas 

per norms 

1975-76 The dl'cdgcr commenced dredging in Lrcach channd w.c.f. 10..1-1976 ou experimental basis. 

1976-77 5,000 hrs. 3393 1607 20,00,000 11,16,223 8,83,7ii 
CU. 01. 

1977-78 " 2297 2;'03 20,00,000 7,02,954 12,97,046 
cu. In. 

1978-79 " 2363 2637 20,00,000 12,61,6~'2 ,,38,308 
CU. 01. 

1979-80 " 1576 3424 20,00,000 7·5.f,833 12,45,167 
cu.m. 

1980-81 " 3312 1688 20,00,000 13,o9,971 6,90,()29 
cu. Ill. ---- --- - ------------ -- -- ·- ---- ------- ----------

Pcrccntagr 
of utilisation 

in hours 

67.86 

45·94 

47·26 

31.52 

66.24 

Remarks 

C1l 
-.J 
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3.21 Reasons for inability of the port authorities to utilise the 
--dredger to its rated capacity are given below:-

(1) Shortage of Marine Officers. 
(2) Longer outstation repair periods. 
(3)· Low water lay ups due to tidal reasons. 
(4) Passage time to and from the jetty to the dredging 

ground and back. 
The major constraints in the way of achieving the optimum 

output were shortage of marine officers and longer out-
station repair periods. These two constraints appear 
to be more or less inherent in the working of major 
floating craft at Kandla as due to the remotness and lack 
of proper infrastructure facilities, qualified marine offi-
cers are not willing to join the port services. Besides, 
there are no adequate facilities for dry dock and re-
pairs of tugs and dredgers in the vicinity of this port. 
Due to shortage o'f qualified marine officers to opemte 
the dredger·.; in three shifts. it was prop-osed to grant 
special allowance to class I and II officers for working 
on extended shifts wher&by the output would have 
increased considerably. Since he Government did not 
approve the above proposal, a decision was ultimately 
taken to entrust the work of operation and mainten-
ance of the dredger Kutch Vallabh to the Dredging 
Corporation of India. The Dredging Corporation of 
India took over the operation of the dredger Kutch 
Vallabh from 1-11-1981. The other dredger S. D. 
Kandla will now be operated in three shifts with the 
available staff including those transferred from Kutch 
Vallabh.'' 

3.22 During evidence, the Committee enquired about the actual 
utilisation of the dredger (Kutch Vallabh) which had been pur-
chased at a cost of Rs. 7 crores. The Development Adviser stated 
that as against its capacity of 20 lakh cubic meters, the actual 
quantities dredged were 12.62 cubic meters in 1978-79, 7.55 lakh 
cubic meters in 1978-80 and 13.81 lakh cubic metres in 1980-81. He 
added: 

''The utilisation of dredgers was unsatisfactory and that if= 
why inspite of lot of protests we had to transfer the 
dredger.'' 

3.23 Asked about the amounts paid to the Dredging Corporation 
.()f India, the Chairman, Kandla Port Trust stated: 
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"DCI dredger worked in Kandla from 24 April, 1981 10 

November, 1~1 and an amount of Rs. 244 lakhs was 
paid.'' 

3.24 In reply to a further question, the Chairman, Kandla Port 
'Trust informed the Committee that in all 28 posts of marine officers 
were lying vacant for the past 21 years. The posts had been ad-
vertized for more than 24 times during the last 3 years. 

3.25. In a further note on the subject, the Ministry have furnish-
ed the following details of the dredging carried out by the Dredging 
Corporation of India and payments made to them, yearwise: 

··--~--

Year Name of DCl Drcdgt~r Quantity Payment 
dredged in m1de in 
lakh ma lakhs 

1972·73 M.O.T. Dredge III 5.67 Rs. 39.90 

j 973·]4. M.O.T. Dredge III 2.93 Rs. 34.95 

1975-76 M.O.T. Dredge IV 8.23 Rs. 43.69 

\981-82 M.O.T. Dredge VI 28·74 Rs. 250.46 
(Approx.),. 

Depth maintained in the breach channel during 1978-79 to 1980-81 
is as under:-

·11J7'i-79 -4m.(Jlft.) 

1')?9-8) - (i) 1·4·79 to 18-7·79 -4 m. (13ft.) 
(ii) 19-7·79 to 31-3-80 3.7 m (12.14 ft.) 

1980-81 -(i) 1-4-80to4-6-80 3.7m. (12.14ft.) 
(ii) 5-6-80to31-3-81 3.4-m. (JJ.15ft.) 

1981-82- (i) l-4-SI to21-9-81 3.4-m. (l11.5ft.) 
(ii) 22-9-Slonwards 3.7M· (I2.J4ft.)'. 

3.26 Ba9ed on. the recommendations of the Central Water and 
Power Research Station, Pune, the Kandla Port Trust procured a 
·dredger 'Kutch Vallabh' of 2500 cubic metres capacity (in addition 
·to an existing dredger-SD KANDLA) in January, 1976 at a cost 
·.Of Rs. 705.05 lakhs. The total annual dredging capacity of the two 
dredgers was assessed at 26.50 and 34.30 lakh cubic metres whUe 
working at depth of 14 feet and 16 feet respectively against tJie 
port's requirements of 19 lakh cubic metres after giving due allow• 
ance for the annual repairs, surveys, dry-docking, weekly offs etc. 
The Comm,ittee are distressed to find that against the above capacity 
the actual dredging done by the two dredgers during 1978-77 to 1971· 
80 amounted to no mere than 15.91, 12. 73, 15.99 and 13.94 lakh cubic 
-metres thus resulting In an overall short-fall of 23 per cent for these 
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4 years. As a consequence, the navigable depth decreased to 4.0' 
metres by January, 1977 and to 3.7 metres since July, 1979. Tlae 
Committee uote with concern that against 40,565 available working 
hours during 1976-77 to 1979-80, pumping and dumping were done 
fo!\ 15794 hours onlY. Excluding the passage time taken ifrOIIIt 
harbour to dredging grounds and back and waiting time for tide 
amounting to 9973 hours, the idle time spent by these dredgers was 
as much as 14798 hours. The fort Trust have stated that the dredgers 
could not be utilised to their rated capacity due to shortage of marine 
officers, longer out-station repair periods, low water layups due to 
tidal reasons and non-availability of dry dock facilities at the poTt-

.3.27 The Committee observe that in order to maintain the navi· 
gational depths in the channel, the Port Trust had to hire a dredger 
from the Dredging Corporation of India for a period of six months 
from 24 April. 1981 for which a sum of Rs. 2.50 crores had to be paid 
to the Corporation. The Committee understand that as many as 28 
posts of marine officers ha,•e been lying vacant in the Kandla Port 
for the last 2! years and all efforts to rt>cruit these offioors have-
been unsuccessful in spite of the fact that the posts were advertised 
as many as 24 times. The Port Trust authorities had, therefore, pTo-
posed to grant special allowance to class I and II officers for working 
on extended shifts whereby the output would have been increased 
considerabJy. Since the Government did not approve the above pro· 
posal, the Port Trust decided to entrust the work of operation and 
maintenance of the 'Kutch Vallabh' to the Dredging Corporation of 
India who have taken it over with effect from 1 November, 1981. 
The other dredger (S. D. Kandla) would be operatell in 3 shifts with 
·the available staff. 

3.28 The Committee consider .that the question of availability of 
the requisite technical personnel should have been gone into in 
depth before making a heavy investment of over Rs. 7 crores on a 
dredger which the Port authorities could not operate to its full 
capacity. The Committee find that even in earlier years viz. 1972-73, 
1973-74 and 1975-76 the Dredging Corporation of India had carried 
out dredging work for the Port. The Committee therefore, consider 
that the decision to purchase a new dredger was not quite sound. 

3.29 The Committee regret that the Ministry /Port Trust authori-
ties waited for as long as 2l years to fill up the posts of marine 
ofticers required to operate the dredger. It is most unfortunate that 
despite laek of response, the proposal to grant special allowance to. 
the existing staff for extended shifts was not agreed to. The Com-
,lllittee trust that Government would draw proper lesson &om this 
experience 10 as to obviate recurrence of such costly mistakes. 



CHAPTER IV 

FINANCIAL RESULTS OF WORKING 

(a) Capital Debt-terms & conditions of 

4.1 Audit have pointed out that on the date of formation of the 
Port Trust (29th February, 1964), capital expenditure incurred by 
the Central Government for constructing the port amounted to 
Rs. 1878.06 lakhs. Of this, the Port Trust had been exhibiting pro-
visionally Rs. 1655.26 lakhs as loan from Government (after deduct-
ing Rs. 222.80 lakhs which represented capitalised recurring ex-
penditure). The terms and conditions governing the capital debt 
had not so far (October 1980) been determined and pending de-
cision, the Port Trust had been paying Rs. 15 lakhs to Government 
every year towards interest on an ad hoc basis; thisworked out to 
less than 1 per cent on the amount exhibited as loan. 

4.2 Government stated in March 1981 that the matter is under 
consideration of a Study Group appointed by Government for not 
only this port but also for five other ports. 

4.3 Audit have further pointed out that since the Port Trust has 
been paying an ad hoc amount of Rs. 15lakhs per annum as interest 
on capital d~bt ._a far, and even if the interest payable by the Port 
Trust is eventually determined at 5.25 per cent as the rate of interest 
prevailing in 1963-64 the year of formation of the Port Trust-not 
only will the annual income be reduced to the extent o£ Rs. 72 lakba 
annually, but furthE:'r, as such payments, including that of arrears 
on this account right from the fonnation of the Port Trust, would 
cause depletion in the available cash for investments in fixed de-
posits with the banks, the annual income of the Port Trust (which 
from this source alone, in 1980-81 amounted to Rs. 268 lakhs would 
be reduced considerably. 

4.4 The Committee desired to know the reasons for not treating 
the capitalised recurring expenditure of Rs. 222.80 lakhs as loan. 
The Ministry of Shipping and Transport have stated:· 

"The Port Authorities have rightly not included Rs. 222.80 
lakhs (it should be Rs. 222.90 lakhs) which had been 
spent, as recurring expenditure prior to the constitu~n 
of the Port Trust Board on 29 February, 1964, as n part 

. ~ .. 61 
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of total expenditure incurred by the Central Govern-
ment on the development of the Port. The action taken 
by the Port is in conformity with the provisions of the 
law contained in clause (c) of sub-section (1) of Section 
29 of the Major Port Trusts Act, 1963 which is reproduced 
below:-

29(1) (c) "all non-recurring expenditure incurred by the 
Central Government or any State Government for or 
in connection with the purposes of the port up to such 
day and declared to be capital expenditure by the Cen-
tral Government shall be treated as the capital provi-
ed by the Central Government or, as the case may be, 
the State Government to the Board;''. 

The aforesaid recurring expenditure did not result in creation 
of any permanent assets for the port. The broad details 
of this expenditure are as follows:-

Establishm<"nt cost • 

R~pairs & Maint('nancf' 

Township ('Stablishmrnt 
cx:peuditurC' f"IC. 

Towmhip nuintf'nanct~ f'Xpenditurc· 

• 

or say 

R.s. in Iakha 

19.32 

19.97 

222.91 

222.90 

4.5. In reply to another question as to why the terms and con-
.ditions governing the capital debt of the P.ort had not been deter-

. mined so far, the Ministry have stated: 

"The terms and conditions regarding repayment of capital 
debt by the Kandla Port are required to be prescribed 
under Section 31 of the Major Port Trusts Act, 1963. This 
matter has been under the consideration of the Ministry 
in consultation with the Ministry of Finance, and a decision 
on this issue has yet to be taken. Presently, the subject 
is being studied by a Group of Officers comprising 
Financial Adviser (Transport), Joint Secretary (Budget) 
Ministry of Finance and the Joint Secretary (Ports) in 
the Ministry of Shipping and Transport. Efforts will be 
made to arrive at a decision early.'' 
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4.6. As regards the basis for ad-hoc payment of Rs. Hi lakhs per 
annum towards interest by the Kandla Port Trust, the Ministry have 
stated: 

"The Kandla Port Trust has been paying since 1960 an amount 
of Rs. 15 lakhs to the Government every year towards 
interest. Since Kandla Port was a Central Government 
Department in 1960, the Port was not required to pay any 
interest on the amount spent by the Central Government. 
As the original records relating to this decision are not 
available, the basis for fixing this amount at Rs. 15 lakhs 
cannot be indicated. Presumably, the Port started p~tying 
Rs. 15 lakhs every year on an ad hoc basis, in antidpation 
of the formation of the Port Trust." 

4.7. During evidence the Committee desired to know the reasons 
why the terms and conditions of capital debt of the Kandla Port 
could not be finalised during the last 18 years. The Chairman, 
Kandla Port Trust stated: 

"Some concepts have to be decided by the Ministry. It is .. not 
only Kandla Port, but thereafter there are a number of 
ports which ·have come up. Some working groups were 
also constituted to go into this. But this was basically: 
the reason that the concept whether it should be treated 
outright a grant or a loan for 30 years or 60 years and 
what should be rate of interest, has to be decided.'' 

The Secretary, Ministry of Shipping and Transport added: 

"I also feel that this has been delayed too long ...... Within 
this year we will finalise.'' 

Asked if there were any other instances of this nature he stated: 

"For Haldia, Mangalore and Tu ticorin ports, still the interest 
rate is not fixed." 

4.8. In reply to a further question whether there was no uniform 
policy with regard to realisation of interest from all Port Trusts, the 
Witness stated: 

"Now we are charging 9 per cent.'' 
The Financial Adviser of the Ministry explained the position "as 

follows: 
"There are already four major port trusts where the interest 

rate and repaYment schedule in respect. of·capital Ex-
penditure incurred by the Government has to be fixed by 
the Government. These were earlier departmental ports--



Kandla, Goa, New Mangalore, Tuticorin. By April, 1980. 
these four or five ports became major ports. Prior to the 
formation as major port trusts, Government had incurred 
sizeable expenditure, firstly on, the creation of assets and 
secondly, on meeting its day-to-day expenditure. In the 
governmental accounting system, the expenditure and the 
receipts are separately accounted for. The methodology 
of recovering the money spent by Government as Capital 
Expenditure in creation of the assets in the ports, berths, 
equipment and other infrastructure has been under the 
consfderation of the Government during last sixteen or 
fifteen years. Two or three views have been expressed. 
The Port Commission has suggested that there should be a 
complete moratorium on payment of principal and interest. 
That is when the port was under the administrative control 
of the Government of India, the capital expenditure in-
curred should be treated as a grant or Government should 
give moratorium for repayment of the interests and loan. 
The IVIinistry of Shipping and Transport and the Ministry 
of Finance at the level of the Secretary took the view that 
it will be difficult for the Government h agree to allow 
the Port Trusts to have the benefi.t of free grants. 

Then, Sir, the question arose whether this expenditure could 
be treated as equity. There again, Government ran into 
difficulty. The difficulty was that the concept of equity 
is not followed in Ports. The financing system adopted by 
the Government in case of major Port Trusts is very 
simple. They give capital loans which are interest-
bearing, at the moment the rate of interest being 8.75 per 
cent. It is fixed by the Government. There are no norms 
for fixing the interest rates. Now the budgetary support 
for capital expenditure required by the ports is provided 
for in the budget of the Ministry of Shipping and Trans-
port and for the non-Plan expenditure, such of the ports 
which have deficit, are provided with ways and means 
loans, th'at is, to meet the gap between the revenue and 
expenditure. Now, Sir, the problem here is that there 
are five major ports where the expenditure incurred by 
the Government prior to their formation as major ports 
is yet to be determined. Three views have been expres-
sed-one is that it should be treated as an outright grant; 
the other view is that it should be treated 'as equity and 
the third view is that there should be moratorium for a 



65 

period of fifteen years, twenty years or thirty Yt!ars and 
the Government should recover it in easy instalments and 
at easy interest rates. It is unfortunate that this thing 
has dragged on for the last so many years. It is equally 
true that these departmental ports which became Port 
Trusts have been having the benefit of practically interest 
free capital base and, to that extent, the figure of sur-
pluses which have been reflected in the replies given to 
the hen. Committee are inflated." 

4.9 Section 31 of the Major Port Trusts Act 1963 provides that: 
"A Board shall repay, at such intervals and on such terms and 

conditions as the Central Government may determine, the 
amount of capital provided under clause (c) of sub-
section (1) of section 29 with interest at such rate as may 
be fixed by Government .and such repayment of capital or 
payment of interest shall be deemed to be part of the ex-
penditure of the Board.'' 

4.10 The Committee, therefore, wanted to know whether the 
Government had determined the rate of interest payable by the 
port trusts which came into existence after its enactment. The 
witness stated: 

"What should be the rate of interest in regard to the expendi· 
ture incurred prior to formation of Kandla Port as a ma-
jor port trust has not yet been determined by the Gov-
ernment. This Rs. 15 lakhs is an ad hoc amount which is 
being paid bY' the Port. As the Committee iself observed 
that if this Rs. 15 lakhs is reduced the interest will be less 
than one per cent. Today the Government is charging 
for the Plan Loan 8.75 per cent. One can say that the rate 
could be fixed at least at 8.75 per cent. This was the 
point I was submitting to the Committee. This has been 
under deliberation of the Ministry of Transportt and 
Shipping for quite sometime. In fact I have seen it in 
some connection about six months ago. I found that the 
then Secretary, Ministry of Transport, somewhere in 
1978 constituted a sub-committee with J. S. Ports, J. S. 
Budget of the Ministry of Finance and the F.A. to go into 
this question. The problem which I wanted to say was 

-qns eq~ .Aq o~w auo~ aq <Y.l !rnM uonsanb S!tt.T, ·srql 
committee constituted for the purpose. This is the easiest 
way. The whole problem was deliberated for so long. 
The sub·Committee had to deliberate on distinct line of 
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arguments that had emerged through the deliberations 
of fh·e or six years. One of the view which the Ministry 
of Tri.1nsport and Shipping were pressing to treat the 
expenditure as grants i.e. whatever expenditure had been 
incurred by the Government of India prior to the forma-
tion of the Port Trusts should be treated as outright 
grants to the ports. Under the circumstances, even Rs. 15 
lakhs will not be .payable to Government of India. Then 
came the Ports Commission. They said that fifty per cent 
of the portion could be treated as grants and for the 
balance, the period of moratorium may be fixed for 25 or 
30 years. Over this period, the port can discharge the 
ports' formation liability. Then came the Ministry of 
Finance. At one stage they wanted to convert these 
loans as equity. Then they realised that the concept of 
equity in the Port Trust was not valid. After that a sub-
committee was formed in 1979. This Committee has not 
yet met. We hope by April-May the first meeting of the 
sub-committee will take place. Therefore, I will say that 
Government has yet to fix the rate. What principles will 
be followed have to be decided and accepted by the Gov-
ernment in view of the. three distinct arguments being 
given by the Port Trust, Ministry of Shipping and Trans-
port and Ministry of Finance.'' 

4.11 Enquired whether at any point of time, the Ministry of 
Shipping and Transport proposed to the Ministry of Finance that 
they should fix the rate of interest on the capital debt in regard to 
these ports, the Financial Adviser answered: 

" ........ the files which I have seen do not give any infor-
mation that the Ministry of Shipping and Transport or 
the Port Trust proposed any percentage. The whole thing 
became a bit academic." 

4.12 In reply to a question whether there is any provision in law 
whereby these amount can be treated as grant, the witness stat~d: 

" ........ under the Port Trust Act it is for the Government to 
decide as the property ultimately vests in the Govern-
ment. The Ministry of Shipping and Transport and 
Ministry of Finance have to come to an agreement. What 
I submitted earlier was that there was divergence of 
opinion in the approach to be followed. Personally, I 
think it will be difficult to go along with the view of the 
Ministry of Shipping and Transport that the whole thing 
should be treated as grant although Secretary, Transport 
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says that in some countries for the development of porta~ 
it is treated as grant. Sir, it may be possible to work out 
some sort of via-me:dia." 

4.13 In a subsequent note, the Ministry of Shipping and Trans.. 
port have informed the Committee that the terms and conditions 
of the loan capital in respect of the following six major ports have· 
not been finalised so far. The date of formation of Port Trust and 
the amount of capital* involved is indicated against each Port: 
---------· 

"Name of Port Date of formation Amount of capital 
of Port Trust involved 

-----· 
(RB. in lakhs) 

Kand la 29-2-1964 1715.00 

Visakhapatnam. 29-2-1964 1190.69 

Mormugao 1-7·1964 171.13 

Paradip .. 1-1 J- J 967 2141.56 

Tuticorin 1-4-1979 4064-00 
New Mangalorc 1-4-1980 6572.00" 

4.14 The Ministry have elaborated the reasons for not fixing the 
rate of interest on capital involved as under: 

"The matter was first discussed at an inter-departmental 
meeting between the Ministries of Transport, Finance and 
the Chairman of Kandla and Visakhapatnam Port Trusts 
held on 4-1-1966 and a tentative decision was reached that 
50 per cent of the capital debt sho1Ud be repaid in 30 equal 
instalments with interest at 4 per cent per annum and the 
rest should be treated as resembling equity capital whose 
repayment terms would be considered after the liqui· 
dation of the first half of the debt. When the case was 
referred to the Budget Division of the Ministry of Finance, 
they did not accept the principle of treating a part of the 
capital as equity capital being applied to the Port Trusts. 
In May, 1968, this question was again considered and the 
Expenditure Division of the Ministry of Finance made 
certain suggestions which were not acceptable to the 
administrative Ministry. Meanwhile, the question ot 
Government lendings to the Ports was also considered by 
the Major Ports Commission. The Commission submitted· 
its report in 1970 and made certain recommendations. 

•Not vetted by Audit. 
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The recommendations made by the Complission were con-

sidered at an inter-departmental meeting held on 10-8-1974 
wherein it was tentatively felt that the Commission's 
recommendations of allowing a portion of the capital debt 
being treated as cash grant cannot be agreed as a general 
principle but individual projects could be examined om 
their merits. A' note was prepared by the administrative 
Ministry for discussion with the Ministry of Finance 
(Budget Division) in which it was suggested that the 
formula recommended by the Major Ports Commission 
import~ considerable flexibility and an opportunity for 
Ports to generate surpluses. The note was discussed at 
a meeting taken by the then transport Secretary on 6 
May, 1976 and attended by Joint Secretary (Ministry of 
Finance) (Budget Division), F.A. (S & T) and Chairman 
of Kandla, Mormugao, Paradip and Visakhapatnam Ports. 
The representative of the Ministry of Finance indicated 
at this meeting that the statute for ports does not provide 
for any grants and that the ports as a part of the trans-
port sector have to function as commercial undertakings 
and the terms of repayment have to be fixed keeping in 
view the fact that any major deviation from the existing 
principles will have far-reaching implications on the 
terms of lending applicable in other sectors. He further 
stated that the recommendations of the Major Ports Corn-
mission involve conversion of a certain portion of initial 
expenditure into grant for which there is no provision in 
the MPT Act, 1963. As such it would be difficult to con-
sider the proposal of treating a portion of the capital 
invested as grant. Finally, a Study Group consisting of 
Joint Secretary (Ports), Joint Secretary, Ministry of 
Finance (Budget Division) and FA (S & T) was consti-
tuted in 1978 to formulate principles for fixation of initial 
debt at the time of formation of the Port Trusts Boards 
and for subsequent major port projects. It was also 
decided that the Study Group would identify and isolate 
Hems which should be excluded from the capital debt of 
the port or port project and should also decide on the 
terms of lending/repayment of the balance debts includ-
ing 1 he period of repayment, period of rnodatarium etc. 
This will also cover defining of development schemes 
which could be treated as major port projects fo,. this 
purposes." 

The report of the study group is awaited." 
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4.15. The Committee enquired about the rate of interest bein&{ 
,charged from each of the major ports in respect of investments made 
prior to coming into force of the Major Port Trusts Act 1963. The 
Ministry have furnished the following information in regard to 
financial assistance given by the Government of India till 1950s: 

"Po~t Amount Period Rate of' Special conditions 
interest 

'Calcutta Rs. 25 60 years 3% Interest free for the 
lakhs ( 1946-2006) 1st 12 years. 

Do. Rs. 25 60 years 3% Do. 
lakhs (1947-2007) 

Do. Rs. 4-91 3o "ear.: 4-l% Interest free for the 
lakh.'l (Sanctio~ed in the 1st 7 yt"ars. 

CQV('rt>d years of 1954, 1955 
by 7 loans & 1956) 

~Madras Rs. 9.88 30 years N.A. Intt·rest free fo.r th e 
lakhs (194?-197i) 1st 12 years there 

after repayable by 
equated instal-
ments. 

Do. Rs. 3-00 t 94-9-79 N.A. Do. 
lakhs 

Do. Rs. 14-0 30 yf"ars N.A. Interest free for the 
lakhs (1954 , 1955 and 1956) Jst 7 years and 

covering thereafter repayable 
three by equated instal· 
loans ments. 

Do. 28.29 SO years ,, 0. 
4 . " 

lakhs (1937-1987) 
Do. 28.00 30 years 301 /0 

lakh.'l (1938-68) 
Do. ~.00 30 vears 30/ 

(Sanctioned in 1946 
;V 

lakhs 
& 1949in twoloans 
of R.s. 12 lakhs 
each). 

4.16 Clause (c) of sub-section (1) of Section 29 of the Major Port 
Trusts Act, 1963 provides that all non-recurring expenditure incur-
red by the Central Government or any State Government for or 
in connection with the purposes of the port upto such date and 
declared to be capital expenditure by the Central Government shall 
be treated as the capital provided by the Central Government or, 
as the case may be, the State Government to the Board. Section 31 
.of the Act further provides: 

""- Board shall repay, at such intervals and on such terms 
aDd conditions as the Central Government may determfDe, 
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the amount of capital provide4 under clause (c) of sub-
sectiou (1) of Section 29 with interest at such rate as may 
be fixed by Government and such repayment of capital or 
paYment of interest shall be deemed to be part of the 
expenditure of the Board." 

4.17 The Committee find that on the date ef formation of the 
Port Trust on 29 February, 1964 the capital expenditure incurred by 
the Central Government for construction of Kandla Port amounted 
to Rs. 1M'8.06 lakbs. Of this, the Port Trust bad been exhibiting 
provisionally Rs. 1655.26 lakhs as loan from Government and 
Rs. 222.90 lakhs as capital recurring e::Jpenditure. 

4.18 The Committee are concerned to note that the terms and 
conditions governing the capital debt have not been determined so 
far and pending decision the Pod Trust bas been paying Rs. 15 lakhs 
to Government every year towards interest on an ad hoc basis. This 
works out to less thaq 1 per cent on the amount exhibited as loan. 
It bas been stated that the original records relating to this decision 
are not available and as such the basis for fixing the amount at 
Rs. 15 lakhs cannot be indicated. The Committee consider that 
pending a decision in the matter Government should have recovered 
interest at the prevailing rate. 

4.19 The Committee observe that besides Kandla Port, five other· 
major ports viz. Visakhapatnam, Mormugao, Paradip, Tuticorin and 
New Mangalore were set up aftet the enactment of the Major Port 
Trusts Act, 1963. In none of ·these cases, the capital debt has been 
determined so far. The capital involved in these six cases (includ-
ing Kandla) is of the order of Rs. 15854.38 lakhs. 

4.20 It was admitted in evidence that "these departmental ports 
which became port tl'Uiits have been h~ving the benefit practicalJy o.f 
interest free capital base and to that extent figures of surpluses 
which have been reflected in the replies given to the bon. Commit-
tee are inflated". "'"' 

4.21 It is a matter of deep regret that even after a lapse of as 
many as 18 years since the enactment of Major Port Trusts Act 
which casts a statutory duty on the Central Government to deter .. 
mine the· amount of capital provided as to the ports and the interest 
to be paid thereon, Government have not been able to make up their 
mind so far. Since the statute does not provide for any grants and 
the ports are expeded to function as commercial undertakings as a 
part of the transport sector, the Committee see no reason whY it 
should not be possible for Government to eome to a speedy decision 
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in the matter. The Committee coDSider it highly regrettable that 
the matter has been allowed to remain in a state of suspense for too 
long. The Study Group appointed by the Government about four 
years back to formulate principles for fixation of initial debt at the 

time of formation of a Port Trust Board and for subsequent major 
port projects has not met even one so far. The Committee strongly 
deprecate this apathy and desire that the matter should be finalised 
without further loss of time. 

(b) Rate of Return 

4.22 The Commission on Major Ports had recommended in its 
Report (June 1970) that the Kandla Port should attain a return of 
6 per cent by 1973-74, 9 per ,cent by 1976-77 and 12 per cent by 1978-
79. These recommendations were accepted by Government in 1975 
and the port charges were increased on 3 occasions-July 1975, July 
1977 and I\iaY-June 1970-to achieve the prescribed return. The 

·Port Trust had achieved a return of 10.12, 8.92, 20.45 and 19.09 per 
cent respectively over the capital employed in 1976-77, 1977-78, 1978-
79 and 1979-80. The Ministry of Shipping have stated in this regard 
that a rate of return of not less than 12 per cent on the capital em-
ployed has been prescribed for all major ports. This consists of 6 
per cent towards interest charges, 3 per cent towards replacement, 
rehabilitation and modernisation of capital assets and 3 per cent 
towards reserve for development, repayment of loans and conti-
!!encies. 

4.23 In a note, the Ministry of Shipping & Transport have stated 
that the raie of return on capital employed has risen from 8.87 per 
cent in 1977-78 to 26.85 per cent in 1980-81. The increase in the rate 
-of return from 1976-77 to 1980-81 is mainly attributable to the 
following factors: 

(i) The income from 1977-78 ·onwards has been more steeply 
than the expenditure mainly due to increase in traffic 
from 68.15 lakh tonnes in 1977-78 to 88.16 lakh tonnes in 
1980-81. This resulted in more surpluses from Year to 
year. 

(ii) The amount oavailable for investment has also increased 
yielding more income under Finance and Misc. on account 
of interest. 
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(iii) With the commissioning of the Off-shore Oil Terminal at, 

Vadinar in August, 1978, traffic of the Port increased con-
siderably which resulted in additional , revenue to the 
Port. 

(iv) Income from demurrage charges levied in 1978-79 is also 
responsible for the increased income. 

4.24. The Committee enquired about the criteria f·or determining 
depreciation, interest charges, reserves etc. The Ministry of Ship-
ping and Transport have stated: 

"Depreciation of the ports' assets is provided for on the his-
torical cost basis on the straight line method. 

The rate of interest on loans granted by Government of India 
to Major Ports is determined by Government of India 
from time to time. The current rate of interest by the 
Government of India is 9.5 per cent. 

According to section 90 of the Major Port Trusts Act, 1963, 
Ports may, from time to time, set apart such sums out of 
their surplus in;come as they think fit, as a reserve fund 
or funds for the purpose of expanding existing facilities 
or creating new facilities etc. at the ports.'' 

, 4.25. Audit have pointed out that the surplus was mainly due to 
cargo handling and that the operations, viz. port and dock facilities 
township and railways, showed a total deficit of Rs. 178.16 lakhs in 
1978-79 and Rs, 246.50 lakhs in 1979-80. 

The Ministry of Shipping and Transport have explained the 
position as under: 

"The audit comments in regard to certain activities or sub-
activities are based on a cost accounting statements. 
These statements often include substantial overheads not 
directly related to ·an activity, which tend to give an im-
balanced picture. Such statements are generally prepared 
with a view to providing a device to the Management for 
considering from time to time the cost involved in pro-
viding a particular facility. A review of these statements 
enables the Management to revise rates of service, where-
ver considered necessary /expedient. 

In the management of ports, it has been accepted for long 
that each service or activity need not be self supporting. 
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It would be appreciated tliat the port Administration 
while fixing the rates, naturally takes into account th~ 
various considerations like the rates charged at other 
ports for similar facilities, what the trade would be able 
to bear, the cost incurred by it, etc. While designing the 
tariff, the principle of cross subsidisation between the 
various sub-activities and activities has to be necessarily 
relied upon to ensure a proper distribution of financial 
burdens among port users. 

(ii) It is notable that the Commission on Major Ports has 
also accepted the principle of subsidisation between 
various port services vide theid recommendations contain-
ed in paras 9.12 to 9.15 of the Report.'' 

4. The Committee desired to know whether the r~asons for 
large deficits in operation of Port and Dock facilities, township and 
:Railways had been analysed and if so what remedial measures had 
been taken. The Ministry have accordingly furnished the following 
details of income and expenditure of various sub-activities under 
the head "Port and Dock Facilites": 
---- ------------·····-- -----

{a) Tug services 

(b) Pilotage 

(c) Berthing and Mooring 

(d) Port services 

(e) Water supply to shipping 

1979-Ro 
-·-·--..-.-...~~._,._____._ 

Income "Expendi-
diture 

4o·70 6s·6o 

131.52 301 ·6o 

76·so 47·46 

37'31 tg·86 

I!.Z • Ho fl·g8 ____ _,_ -----
2gl-l·83 44:z·gn 

------

1978·79 
---··---...--··--· -~ "' 

Income Expen-
diturl' 

(Rupe~s in lakhs) 

4g·q6 73' 13 

14g·s6 279' 18 

77'31 4g·S3 

:~g· s6 19• I 

13·Hg 9~'9 __ ...,_,~ ---
324·28 421 ·31 

-·~·--

The above analysis reveals that the sub-activities of tug services 
and pilotage are not remunerative. 

4.27 Government have identified llu:~ J.uu~w.&..i.~J lt!asuns for deficits 
in the operation of tug services, pilotage, township and Railways: 

" (i) As regards tug services in Kandla Port, whenever there 
is a sl}ip at the berth or in stream being shifted on the 
request of the Department for operational requirements 
accrual of potential revenue on that count is not reflected 
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in the accounts. Similarly, for some other inter-depart-
mental services, like hauling of dumb barges port craft 
for carrying out repairs of the navigational aids and 
harbour structure etc.) no adjustments were carried out 
till March 1981 in the accounts. In order to reduce the 
deficit action has been taken from April 1981 to provide 
suitable revenue accruals for such inter-departmental 
services. Besides, tug hire charges have also been re-
structured on slab basis according to the gross tonnage 
of vessels, which will yield some additional revenue. 

(ii) As regards the deficit in the pilotage, this is primarily 
due to_ the practice of booking the entire expenditure 
incurred on dredging to the head 'Pilotage' in the port 
accounts. It was felt at one time by Kandla Port Autho-
rities that a substantial part of this cost on dredging 
should be shared by cargo handling capacity. As it was 
a question of common interest to all the major ports, it 
was remitted to a Sub-Committee set up by the Indian 
Ports Association. The Sub-Committee submitted its 
Report in May 1981 and it was then considered by the 
governing body of the Indian Ports Association at its 
meeting held in July 1981. The Sub-Committee's recom-
mendation was that the existing practice of allocating the 
cost of dredging to the main activity of 'Port and Dock 
Facilities' should be continued-this recommendation was 
approved by the governing body of the IP A. In view of 
this recommendation, the deficit under the head 'Pilotage, 
would continue. 

As emphasised earlier, each service or activity need not be 
self -supporting." 

4.28 The deficit under the township activity is mainly due to 
~the sub-activity of water supply which has been separately dealt 
·-within 'another chapter of the Report. The deficit under the head 
·•Port Railways' have also been dealt with in a separate chapter. 

4.29 The Commission on Major Ports bad recommended in June 
1970 that a rate of return of not less than 12 per cent in the capital 
.employed should be attained by all the major ports. The Commit· 
tee are gratified to observe that the rate of return from Kandla Port 
has risen from 8.87 per cent in 1977-78 to 26.85 per cent in 1980-81. 
It has been stated that from 1977-78 onwards, the Income bas risen 
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more sharply than the expeDdltare due to Increase in tariff from 
68.15 lak.h tonnes in 1977-78 to 88.16 lakh tonnes in 1980-81. 

4.30 From an analysis of the activities of the port for the years 
1978-79 and 1979-80, the Committee find that the surplus of Rs. 473.51 
lakhs in 1978-79 and Rs. 436.34 lakhs in 1979-80 under the head 
'Cargo handling' has been otlset to· a considerable extent by deficits 
under the head 'Port and Dock Facilities', 'Township' and 'Railways'' 
amounting to Rs. 178.13 lakhs. and Rs. 246.50 lakhs respectively 
during the above two years. Under the head 'Port and Dock Facili· 
ties' the deficits were mainly due to expenditure being more than 
ineome in these years in respect of two sub-activities viz. "tug ser-
'\·ices' and 'pilotage'. The deficits under 'Tug services' for the years 
1978-79 and 1979-80 were Rs. 29.17 lakhs and Rs. 24.90 lakhs while 
the deficits under 'Pilotage' were of the order of Rs. 129.62 Iakhs 
and Rs. 170.08 lakhs iu the respective years. 

4.31 Government have informed the Committee that the deficits 
under 'Tug services' were due to non-adjustment ol inter-depart-
mental charges like hauling of dumb barges, port craft for carrying 
out the repairs of the navigational aids and harbour structures etc. 
In order to reduce the deficit, action has been taken from April, 1981 
to provide suitable revenue accrual from such inter-departmental 
sf'rvices. 

4.32. As regards defic~ts under the head 'Pilotage' Government 
have stated that these are primarily due to the practice of booking 
the entire expenditure incurred on dredging under this head in the 
port accounts. The matter was examined by a Sub-Committee set 
up by the Indian Ports Association and it has been decided (July 
1981) that the cost of dredging should continue to be booked under 
the head 'Port and Dock Facilities'. The Ministry have therefore 
stated that the deficit under the head 'Pilotage' would continue. 

4.33 The Committee have bet'n given to understand that it is not 
possible to make each cost centre self-supporting and that cross 
subsidy is essential for development of traffic and for optimal utili-
!':ation of facilities. The Committee would like to point out that 
d.-edging is not only a distinct activity but also accounts for a large 
chunk of expenditure. It is therefore, necessary that expenditure 
on this activity is shown under a distinct :mb-head rather than 
rhooking the entire expenditure to the head 'Pilotage' in the Port 
accOunts. The matter sho!lld, therefore, be examined and necessary 
adioil taken early. 
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(c) Recovery Rates 

4.34 Audit have pointed out that in 3 out of 9 items in 1978-79 
and 5 out of 12 items in 1979"'80, the recovery rates were not ade-
quate even to cover the direct costs. 

Enquired as to why the rates had been kept so low, the Ministry 
of Shipping & Transport have stated: 

"The commodities in which the rates are lower, as compared 
to direct costs, are sugar, cement newsprint and wheat. 
It may be mentioned that the warfage rates at Bombay 
for sugar, cement and foodgrains are Rs. 3.50, Rs. 4.90 and 
Rs. 3.50 per tonne respectively whereas at Kandla these 
rates are higher i.e·. Rs. 9/-, Rs. 8/- and Rs. 7.20 per tonne 
respectively. As such. these rates should not be consi-
dered low." 

4.35 In reply to a question whether the Ministry proposed to 
revise the rates of sugar, cement, foodgrains, newsprint etc., Chair-
man, Kandla Port Trust acfcled: 

"As far as sugar, cement, foodgrains and newsprint are con-
cerned, all these materials have started coming to the 
port during the last 'lt!wee or four years. We have taken 
into consideration the rates obtaining at Bombay Port 
for the same items. For sugar the direct cost is Rs. 9.42 
against which I am charging Rs. 9/-. In Kandla there 
is an imbalance of import and export. We have rationa-
lised the rates in order to correct this imbalance. Because 
of these considerations, in some of the commodities, deli 
berately, as a conscious decision, the rates have been kept 
lower.'' 

The Additional Secretary of the Ministry added: 

"'fhe ports are part of the international transportation 
system. Apart from the fact that ports have to be 
economically viable, the ports also will have to encour-
age the fiow of international trade and commerce. The 
ports will have to work on commercial principles. Some-
times we find that we are not able to strictly. apply com-
mercial principles. For instance, some ports have beea 
created like Goa which are principally for the export of 
iron ore. If you are to fix the port cost so that the port 



is able to recover the fixed as well as variable costs on 
the export of iron ore, then it will be difficult for India 
to expbrt as much iron ore as is being done now. The 
ports can be self-sufficient by adopting two methods-by 
increasing the income and by controlling the expenditure. 
The income is increased only by the port tariffs which 
are revised from time to time. The last major revision 
of port tariffs was done in 1976 and after that some ad 
hoc increases have been made in certain tariffs. Recently 
the Bureau of Industrial Costs and Prices have been 
asked to look into this problem comprehensively and 
advise the Ministry about the principles on which tariffs 
will have to be determined. As far as economics are 
concerned, in most of the ports which depend on budget-
ary support, we find that these ports have created new 
facilities recently as in Vizag, Goa and New Mangalore 
Ports. So they are not able to recover all the costs on 
these heavy investments and also because of the high 
establishment costs. Sir, there has been a sea cnange in 
cargo handling technology and in the ship technology 
over the last two or three decades. Considering the en-
vironmental stiuation in this country, we have not been 
able to proceed at the same fast pace in changing cargo 
handling system, it means a great degree of mechanisa-
tion has to take place. In this process a certain amount 
of labour becomes excess, but unfortunately the sur-
plus labour cannot be sent out. In spite of the fact that 
we do have attractive voluntary retirement scheme in 
several ports, unfortunately the employees have not · 
taken advantage of these voluntary retirement schemes. 
The next thing is about the datum of performance. These 
datums of performance by the labour were fixed origi-
nally when improved cargo handling systems had not 
been introduced. But in spite of continuous efforts not 
only on the part of the Port Trust, but also on the part 
of the Ministry to have these datums revised upwards 
with reference to the degree of mech'lnisation that has 
taken place, it- has not been possible to pursuade the 
unions to accept upward revisions of datums. We are 
still continuing dialogue with the unions for upward 
revision of datums. The third is about the manning 
scales. The manning scales were also fixed a long time 
back, as a result of agreements, settlement•3 and decisions, 
given by certain tribunals. Even though a degree of 



78 
mechanisation has ·been achieved, it has been extremely 
difficult to reduce the manning scales. The Indian Labour 
Conference has decided that whenever mechanisation 
takes place, there sho'!lld not be any retrenchment of 
workers. 

There should not be any loss in earnings to the workers 
and whatever gains are made as a result of mechani-
sation or rationalisation will have to be equitably 
shared by the workers 1 the management and the society. 
When we are not able to retrench the surplus workers, 
the only other alternative which is open to us is to redep-
loy workers. Suppose we find workers surplus in a 
particular area, take them out and give them training in 
handling certain semi-mechanised or mechanised systems. 
But unfortunately what we find is that most o'f the cargo 
handling workers are illiterate, and a very large percen~ 
tage of them are not trainable to handle semi-mechanised 
and mechanised systems \\'ith the result we are left with 
surplus labour. This is the most important area where 
economies could be thought of but unfortunately we 
have not been able to proceed with a fair measure of 
success in this particular direction. As a result of this, 
what we find is that in several ports, the ports are not 
able to generate adequate internal resources. For 
instance one of the main recommendations of the Major 
Port Commission is that a certain amount will have to 
be generated from the ports for the purpose of moderni-
sation, rehabilitation and renovation. Many ports have 
not been a_ble to achieve this objective because of the 
heavy commitment on existing establishments. The re-
sult is that the ports are not able to modernise and reno-
vate and rehabilitate equipments. There are a number of 
ports where the equipments are fairly old. So, the output 
of these equipments is also not as much as desired. 

These are some of the major issues which are facing us. We 
are continuously making efforts to improve performance. 
And at the recent Port Chairmen's Conference also a 
number of decisions have been taken where the port 
Chairman have been told that they will have to achieve 
certain financial and operational parameters and at their 
levels they should continue to have dialogues with the 
labour unions and as far as the central issues are con-
cerned, the Ministry is also having dialogues with the 
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labour unions so that we can arrive at the reasonable 
performance norms and manning scales." 

'The Secretary, Ministry of Shipping and Transport added: 

"We are thinking of a very proper scientific revision and we 
have to do this within the next two or three months.'' 

4.36 To a question as to whether Government had considered the 
feasibility of attracting public investments by way of issuing deben-
tures for improving the financial position of the ports as well as 
to raise funds for their modernisation, the Secretary, Ministry of 
:Shipping and Transport replied: 

"At this time we have been able to meet the capital require-
ments of the ports.'' 

"There has been a fair amount of investment in the ports. 
There has been investment by MMTC, Agriculture Minis-
try, Petroleum Ministry in the port system. In the Vadi-
nar Port a very large investment has been made by the 
public sector. On the containerisation a lot of private 
equipment is being used at the port.'' 

4.37 In this connection, the Additional Secretary of the Ministry 
:stated: 

"There are ten major ports. The mnjor ports of Bombay, 
Madras, Kandla are able to meet the plan expenditure 
from their own resources. All the other ports have to 
have budgetary support.., 

''For the next Annual Plan, the total order or expenditure will 
be about Rs. 128.50 crores, out of which Rs. 68 crores 
would be from the internal resources of the Ports and 
Rs. 60.50 crores would be by way of budgetary support.'' 

4.38 The Audit paragraph has pointed out that the surpluseS in 
cargo handling nt Kandla Port were mainly due to liquid cargo and 
that the rates of recovery of various dry cargo commodities were 
not even adequate to meet the c:est of operations. In 3 out of 9 itt"ms 
in 1978-79 and 5 out of 12 items in 1979-80 the recovery rates were 
not udeltuate e\·en to recover the direct costs. 

4.39 The Committee were given to understand that the last 
major revision of port tatriffs was done in 1976 and that the BureMI 
of Industrial Costs and Price1 lta\•e been asked to look into prot;. 
lems of all the major ports comprehensively and advise the Mlbflitry 
·about tile principles on whleh the taritfs· wHI ltave to be ieterminecl. 
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4.40 The Committee note that out of ten major ports, only three 
viz. Bombay, Madras and Kandla are able td meet the development 
expenditure from their own resources and that all the other ports 
have to have budgetary support. Considering that the ports have 
to encourage the ftow of international trade and commerce and also 
function on commercial lines so as to be economically viable, it is ne-
cessary that norms of performance are improved. It was decided at the 
recent conference of Port Chairmen that they would have to achieve 
certain financial and operational parameters. The Committee expect 
that in pursuance of this decision, precise targets will be prescribed 
for each Port and the performance closely monitored. 

4.41 In this connection, the Committee would like to draw atten-
tion to the following recommendation of the Committee on Trans-
port Policy and Coordination (1966):-

"We are of the view that the Central Government should insist 
on Port Trusts specially in the larger ports, finding all the 
internal resources they can for development They should 
also be encouraged to seek loans directly from the market 
and to this end they should receive the necessary support 
!rom the Reserve Bank of India and the Government of 
India. Loans from the Government of India should not 
constitute in the future as large a proportion of the total 
Port finances &Iii ma~r have been necessarY during the 
period of accelerated development under the Five Year 
Plans when substantial new capacities had to be estab-
lished over a short period. Indeed, as a matter of policy, 
Port Trusts should b£- expected so to manage their opera-
tions as to be able to draw at least part of their capital 
from the market. 

4.42 The Committee finrl that the Commission on Major Ports 
(June 1970) had also endorsed the above recommendation. 

In view of the above, the Committee expect that a decisior. on 
the question of allowiQg the major ports to augment their resources 
through market borrowings/debentures for financing their projects 
of modemisation and development durinr: the Sixth Five Year Plan 
will be taken at the earliest. 

(d) Deficits in the PDTt Railways 
4.43 The Audit para reveals that there was a deficit of Rs. 22.36 

lakhs in 1978-791 and Rs. 27.20 lakhs in 1979-80 in the operation of 
Port Railway. The Ministry of Shipping and Transport have 
explained: 

"Unlike some other ports. the railway 'facilities within the 
Kandla Port are operated by the Trunk Railways. The 



81 

Port incurs expenditure only on the maintenance of tracks 
and sidings laid by it inside the port. Besides, the rail-
way tracks from the interchange point to the port boun-
dary are owned by the Port Trust. In turn, the railways 
were required to share revenue realised on account of 
terminal charges, haulage charges and siding ch-arges. 

The issue of payment by the Railways for the aforesaid 
charges has remained undecided till now. Depending 
upon the final settlement between the Railways and 
Kandla Port Trust, the accrual of arrears of revenue in 
favour and the Port Trust may be marginal. It is also 
notable that the Railways have represented that the 
working expenses incurred by them from 1977-'7'3 have 
been more than the share of earnings o'f Kandla Port 
Trust on the above charges. While attempts have been 
made to resolve this iS'Sue, the analysis of the losses in-
curred by the Railways, as brought out in cost account-
ing statements, shows that it is due to debiting to the 
Railways' actual share of expenses on the general over-
heads. Such distribution .of overheads can at best be 
ad hoc and based upon recognised costing principles and 
practices. The cost statements serve as a guide to 
management in regard to control of costs and fixing of 
prices." 

4.44 In this connection, the Secretary, Ministry of Shipping and 
Transport stated during evidence: 

"First of all, all the Part Railways are losing money. There 
are some Ports which operate their own Railway lik~ 
Bombay and Calcutta. Kandla does not run its own 
Railway. It is done by the trunk railway. But I was just 
mentioning that all Ports are suffering huge losses on 
their operation of port railway and we are considering 
whether we should continue this system of port railway 
or not. In Kandla, we are a little bit lucky as it i~ a 
trunk Railway. Here we have to suffer some losses on 
account of the Railway operations. But it is not very 
much. There are certain problems for the Railwt~y 

Ministry in the matter of apportionment of income and 
unfortunately they have taken much tl1ne and the issue 

: is not yet settled.'' 



4,.45 Clarizying the position, the representative of the Ministry 
of Railways stated: 

"This metre gauge railway was first introduced at Kamila and 
the total cost estimated at the time was about Rs. 58.8 
lakhs and the Kandla Port was expected to pay the cost 
and we had to build the same. But, unfortunately, out 
of Rs. 58.8 lakhs only 22 lakhs were deposited by Kandla 
Port Trust and the balance Rs. 3·6 lakhs has still not been 
paid. We have requested them to pay the whole amount. 
There is no dispute from our side. Our stand is that when 
we build the Railway. the charges should be borne by the 
Kandla Port Trust. Rs. 36.8 lakhs is still outstanding. On 
this cap:tal which we take from the general revenue, we 
have to pay a divide!ld which is accumulating. The 
dividend as on 31-3-81 was about Rs. ~5.8 lakhs. The total 
amount is Rs. 92.6 lakhs. On the Broad Gauge system, 
the total cost is Rs. '36 lakhs. They have paid Rs. 80 
lakhs. There is not much outstanding. There ic;; a dis-
pute about metre gauge possible because they have no 
funds. The Railways' stand is that it should be paid." 

4.46 In reply to a question regarding non-payment of termin:tl 
-c;harges to the Port Trust, the representative of the Ministry o'f 
Railways stated: 

"We are only explaining that they have to pay the capital 
cost of the line first before they can expect us to pay 
railway charges.'' 

4.47 In this connection, the Secretary, Ministry of Shipping & 
Transport deposed: 

"Some studi~s are going on in the Railway Ministry and they 
have not yet decided anything. There is a Committee 
which is set up and they are telling us that they are 
going to dedde the rev:sed terminal charges soon. I will 
have a discussion with the Railway Board again.'' 

The Chairman, Kandla Port Trust added: 

"In Kandla Port, we have both the broad gauge and the metre 
gauge lines. The length of broad gauge is 4.8 km. frorn 
the inter-change point to the Customs fencing. The 
le:tgth of the metre gauge line was 4.88 km. InsidE> the 
port tbe length of the railway I:ne laid was 12.70 km. 
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The metre-gauge lines were laid by the Railways in 1956 
while that of the broad-gauge line in 1969 at the cost 
of the Kandla Port Trust. Against this metre-gauge line, 
there was an expenditure of Rs. 56,88,COO/-. It excludes 

Rs. 23 lakhs being the cost of the construction of the 
quarters for the Western Railway staff. We have disputed 
that. Actually, excluding the amount of Rs. 23 lakhs of 
the remaining amount, Rs. 22 lakhs had been paid by 
us. For the broad gauge the total expenditure incurred 
was Rs. 82.00 lakhs. We have paid Rs. 'BO lakhs. The 
balance is about Rs. 1.19 lakhs. In 1968 also there was a 
detailed discussion and there was an agreement. According 
to that, we were to get haulage charges, siding ch'lrges 
and terminal charges. Upto 31-3-77 from Oct~ber 1956, 
the Kandla Port has to recover from them Rs. 2.57 
crores. According to them, the Railways have to recover 
Rs. 2.29 crores from K.P.T. as on 31-3-1£!H. I have to 
recover Rs. 27 lakhs from the Western Ra:lway. This 
has been going on for quite some time." 

4.48 (~ommenting on the above statement of the Chairman, 
Kandla Port Trust, the representative of the Ministry of Railways 
stated: 

'' ..... I do not know how they have ar~·ived at the figure d 
Rs. 2 crores. According to us-if you want, I sh:ill give 
you a detailed statement-the btal amount due to u.s is 
about Rs. 100 lakhs, that is, about one crore and the 
amount payable to them is abou: Rs. 70 lakhs. The 
actual payment to us is Rs. 62 lakhs. We had also \\'ritten 
to them as eJrly as 25th August, 1971 that this payment 
should be made. About the staff quarters he mentioned that 
about 376 men are working in the railways. Our view was 
that they were c3sential staff working for the port rail-
way operation. As such it has to be borne by them. Out 
of 376, only 265 have been provided for with quarters. We 
have explained to them that in the other p::Jrts like 
Cochin. Tuticorin the expenditure on the entire staff 
quarters being borne by the Port Trust. We have taken 
this stand.'' 

4.49 In reply to a question whether the Ministry of Railway, 
had to share the haulage charges with the Port Trust, the Addi-
"tional Secretary of the Ministry stated: 

''.All over tqe world the terminal charges are shared between 
the railways and the ports bl.Jt the sharing formula is 
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not uniform. It depends on various factors and on the 
basis of agreements entered into between ports and 
railways the sharing takes place. From the side of ports 
they have been asking the railways for revision of the 
agreements. The haulage charges are fixed by the rail-
ways. Port Trust has been asking for revision of haulage 
charges. We had a meeting with the Railway Board 
about the pending issues. These are being considered 
by the Railway Board and we hope some satisfactory 
solution will be arrived at on these issues.'' 

4.50 In a subsequent. note furnished at the instance of the Com-
mittee, the Ministry of Shipping & Transport have stated: 

''The matter has been pending since 1956 when the booking 
of goods traffic started at Kandla Port. 

This Ministry contacted the Ministry of Railways (Railway 
Board) and it was mutually agreed that a meeting at the 
level of the General Manager of Western Railway and 
the Chairman of Kandla Port should be held immediately 
to resolve the disputes, and if some matters still remain 
unsettled these could be considered by holding an inter-
ministerial meeting. Accordingly the G.M. of Western 
Railways and Chairman, Kandla Port Trust, were 
advised to hold the meeting immediately. The said 
meeting wa.s held on 17-2-19'32 in the office of General 
Manager, Western Railway, Bombay. The following 
decisions were taken in the matter. 

I. Metre Gauge line. 

(i) For the Metre Gauge portion of the line all settlements 
will be made w.e.f. 1-4-82. No adjustment either in favour 
of the Railways or in favour of the Kandla Port Trust 
will be made for the period from the date of construction 
till 1-4-1982. 

(ii) Metre Gauge assets will be taken over by the Kandla 
Port Trust at the original capital cost. 

(iii) No dear agreement was reached on the issue of the 
staff quarters. The Railways have claimed Rs. 23,72,952 
being the cost of railways quarters and allied buildings 
etc. Chairman. Kandla Port Trust stated that he would 
have the matter examined once again. However, sub-
ject to the settlement of the capital cost, it wa'S agreed 
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that the Railways will maintain the quarters at their 
cost and recover the rent from their staff. 

II. Broad Gauge Line. 

(i) In respect of B.G., costs are fully paid by Kamila Port 
Trust except for the cost of the construction of quarters 
which is disputed issue as mentioned in I (iii) above. In 
assessing net earning in respect of the B.G. portion from 
1969 to 31-3-1977, the operating ratio for the entire B. G., 
system of the Western Railway will be held applicable to 
get an estimated figure of the working expenses. From 
1-4-19'77 onwards, the actual expenses as maintained in 
Railway books will be taken into account. After ascer-
taining the earnings and working expenses, the net 
amount payable to Kandla Port Trust will be calculated 
by the Railway. Thus the amount actually due to 
Kandla Port Trust from Railways is yet to be calculated· 
on the basis of the decisions taken in this meeting. 

4.51 The Committee desired to know why the Ministry o'f Rail-
ways were not prepared to take over the Port Railways. The 
Secretary, Ministry of Shipping & Transport replied: 

"The Shipping Ministry has given a good deal of thought to. 
this matter. The concept of port railway system has be-
come obsolete in many other countries of the world. 
Traffic requirements are changing in ports. We have 
got a huge port railway labour force working in the 
ports. There are two thousand people in the Bombay 
Port Trust railways. We want to reduce them. Our 
policy is to shrink the working of the port railways. lt~or 

the major ports like Bombay, Madras and Calcutta and 
also in the case of Goa etc. we try to hand over the sys-
tem to the Trunk Railways. There are problems about 
the staff. But, for the Labour Unions and others it would 
be a rational exercise. Our problem is that the people 
working in our port railways do not want the system to 
to be dismantled and the railways do not want that much 
staff." 

4.52 Enquired whether it would not be easy for the Railways· 
to absorb the surplus staff, he replied: 

(!The railway•3 are not going to absorb such a large number· 
of staff. According to them the number required for 



86 
Bombay Port is only 40a. That means 1600 people win 
become surplus." 

In this regard, the Ministry of Shipping & Transport have 
~"Stated: 

"The suggestion of handing over the entire Port Railways to 
the Railway Ministry has been discussed informally with 
the Railway Authorities from time to time. The main 
difficulty, which is coming in the way of a transfer, is the 
Railways' reluctance to accept all the staff, presently 
working .in the Port Railways. The matter was also dis-
cu&;;ed in the Port Chairman's conference held on January 
13 and 14, 1982. It was decided in the meeting that a 
Two-Man Committee consisting of Chairman, Vishaka-
patnam Port Trust, and one officer from the Railway 
Ministry should be constituted to study the issue ot 
transfer of Port Railways to the trunk railways. Accor-
dingly, the Railway3 Ministry has been requested to 
communicate the name of the Officer. who will represent 
the Ministry of Railways on this Committee.'' 

4.53 Unlike some other ports, the Port railway within the Kand1a 
· Port is operated by the Trunk Railways. The Railways are required 
to shar.e with the Port Trust the revenue realised on account of 

·terminal charges, haulage charges and siding charges. 

4.54 The Audit para has pointed out that there were deficits of 
the order of Rs. 22.36 lakhs in 1978-79 and Rs. 27.20 lakhs in 1979-80 

· in the operatjon of Port Railways. The CommHtee regret to observe 
that the issue of payment of the terminal/h:-ulage/siding charges 
by the Railways has remained undecided ever since the booking of 
the goods traffic started at K·mdla Port in 1956. The Committee 
find that the real point of dispute is the question of payment of the 
cost of stall quarters and allied buildings wb..'cb were built by the 
Railways as deposit works at a cost· of Rs. 23.73 lakhs. The Rail-
ways' contention is that the Port Trust should "pay the capital cost 
of the line first. before theY can expeet us !() .TJay railway charltes." 
Mor.eover~ tbe.sta.ft' wer~ workio~ for the Port Trust and as su~h the 
liability shoul.t be borne by them; as was the case with other Ports 

· Trusts such as Cochin, Tuticorin etc. The Mirlistry of SJliopin!{ anti 
·Transport ha\'e on the other hand, take"l the stand that the cost of 
staff. quarte111 should· be home by the Ministry of Railways since 
these wt>re built for their staff. The Committee consider· it extreme-

. h• unfortunate that it has not been poss!ble for the two Ministries 
·to settle thit dispute for the last as mny as 26 years. The Railwa:vs 
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eould "legltimately have intlstad on pr.p&YDtelit 6f the eost of stat!· 
quarters at nqliued liDder ·rules preseribed for sueh •eposit works 
is the ·Railway Manual The Committee ftnd that consequent upon 
the evidence tendered before them both by the representatives of 
the 1\linistries of Shipping and Transport and the Railways, a joint 
meeting was held in February, 1982 wherein an agreement has been 
reached on some of the outstanding issues. However, lno settlement 
has yet been arrived at with regard to the capital cost of staff 
quarters and allied buildings though the Railways have agreed to 
maintain the ~arne at their cost and recover the rent from their 
staff. The Committee would impress upon the two Ministries the 
need for arriving at a decision in the matter without any further 
delay. Th(w would like to be apprised of the outcome within six 
months. 

4 .. 55 The Committee observe that the question of handing over 
the Port Railways to .the Ministry of Railways so that they can 
function as an integral part of the trunk railways, has been remitted 
to a two-man Committee consisting of the Chairman of Visakha-
patnam Port Trust and an official from the Ministry of RailwaYs. 
The Committee understand that the main difficulty in effecting such 
transfer has been the reluctance of the Railways to accept all the 
surplus staff presently working in the Port Raihvays. As Bombay 
Port alone, as many as 1600 employees are expected to become 
surplus. The Committee consider that in the interest of efficient 
functioning of the Port Raiwlays and the ever increasing volume of 
traffic, it is onl;l· desirab1e that the port Railways are integrated into 
the trunk system as quickly as possible. ' The Committee hope that 
t1tc question of absorbing the surplus staff would he settled ami-
cablY and the neeessary re-organisation effecter.! without much loss 
of time. 

(e) Recovery of Tent of land and Building~ 

4.56. As on 31 March, 1980 a sum of Rs. 21.18 lakhs was outstand-
ing for recovery towards reT't of land and buildings. This included 
R~. 4.09 lakhs representing the difference between rent demanded by 
the Port Trust for 3 fert'Iizer f'heds constructed for use by the Ministry 
cf Agriculture and the rertt admitted by the said Ministr;r for thP 
sheds. In a note on the subject, the Minis~ry have stated: 

"The dispute between the Kandla Port Trust and the Minh"~try 
of Agriculture relates to the rate of rent for three godowns 
constructed by the former for use of the latter for storage 
of ferilizers. The three godowns were occup'ed by t)_le 
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-·· Ministry of Agriculture from May, 1971 to March, 31, 1976 
and after that time godowns were given to the Food Cor-
poration of India by the Ministry of Agriculture. On the 
basis of the cost incurred by the Kandla Port in construc-
ting these godowns they demanded a rent of Rs. 3.65 per 
sq. metres of space. The Ministry of Agriculture and the 
F.C. I on the other hand have offered to pay Rs. 1.50 per 
Sq. m. 

The matter was referr~d to the Transport Ministry both by the 
Port and the Department of Agriculture keeping in view 
the background of the dispute and the fact that both the 
parties had not been able to come to an agreement. It was 
decided in consultation wiHr the Department of Agricul· 
ture to remit the dispute to an arbitrator. It may be added 
that it is a normal practice to refer the disputes of such 
kind to an arbitrator. Accordingly, the Joint Secretary, 
Ministry of Law, Justice and Company Affairs, Branch 
Secretariat, Bombay was appointed as the arbitrator in 
February, 1980. 

The hearings upon the above reference have been in progress 
before the aforesaid arbitrator. A hearing was held on J 2 
May, 1981, when both the parties explained their respective 
stands to the arbit:.-c:tor. The hearing was inconclusive and 
the arbitrator d;rected the parties to file their statements 
of defence along with supporting documents etc. the next 
date of hearing wa~ fixed on 30 June, 1981 when lhe De-
partm~nt of Agriculture requested for time to submit their 
defence. The arbitrator permitted them to file their state-
ment by 16 August, 1981 and this has been done. The 
arbitrator's award is awaited.'' 

The position of outstanding arrears on account of rent of land and 
-buildings as on 31-3-1980 and on 3{}-6-1981 is as under: 

Particular~ of arrears 

-- --·-----·-·- --·---
1. Rt!11t of laretl , 

a) Government Departments . . . 
b) Prh•ate Partie~ (salt and industrial plot ii 
c) Ground rent of plots in the township 

2. Rent of buildings 
a) Government Deptts. 
b) Private parties 

3· Godowns rent<~rl to the Ministry of Agriculttn·e 

• 

Amount 
out~tamlin!! 
as on 3 1-:1-80 

1 ,6q,467 
q,6r., 1 p,2 
I, JG,c-6g 

2,2o,B42 
2,g4,6~2 

4,o8,s67 

-~---------------·----

Amount 
nutstanrling 

ao 11'1 :w-6-P.J 

6!t,91 ~~ 
1),47, I ::\4 
I ,1•2,717 

7i,l ;,I 
2,30,663 

4,oll,5li7 
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4.57. The steps taken for recovery of the outstanding due from 
~erned parties as given by the Ministry are. as under:-

"1. Rent of land 

(a) Government Departments 

Out of the total outstanding amount of Rs. 1,69,467/-an amount of 
Rs. 1,52,307/- was outstanding against the Ministry of Agriculture 
towards the rent of land. Efforts were made to recover this amount 
.and as a result, Rs. 1,05,245/· have been recovered upto 30-6-81. Be-
sides, Rs. 1309/ -were recovered from the departments. Efforts are 
continuing to recover the balance amount of Rs. 6,2913/-

(b) Private partie.s (salt and industrial plots). 

Out of the outstanding amount of Rs. 9·,68,182/-as on 31-3-1980, an 
·.amount of Rs. 21048/- has been recovered upto 30··6-1981. The balance 
amount could not be recovert-::J as three salt loss~s had filed civil suits 
challenging the upward revision of ground rent in the year 1973-74. 

· T~e Court referred the dispute to an arbitrator who gave his award 
in May, 1981 in favour of Kandla Port. In view of the award. the 
-court has been moved to decide the pending dispute. 

(c) Ground rent of plot) in the township 

Out of the outstanding amount of Rs. 1,16,063/- ~n amount of 
Rs. 13346/- was recovered upto 30-6-1981. For recovery of the balance 
. amount, the defaulters have been issued notices. 

2. Rent of bualdings 

(a) Government Departments 

As the government departments like Customs, Posts & Tele-
graphs, Police, Controller of Import and Exports etc. have no~ yet 
·built their own residential and official accommodation, the port has 
'been allotting building to these departments on payment of standard 
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rent. Though the bills are being regularly isSued, the payments have~ 
not been forthcoming regularly. The matter of timely payroent-~ 
rent was taken up at high level of the departments concerned. As 
a result, an amount of Rs. 1,43,791/- has been recovered upto 30-6-1981. 
against Rs. 2,20,842/- outstanding on 31-3-1980. 

(b) Private Parties 

Out of the amount of Rs. 2,34,632/- outstanding as on 31-3-1980' 
lin amount of Rs. 1.86,285/- is recoverable from the labourers who 
occupied the semi-pucca port quarters at Kandla. Most of these 
Jaoourers were not the employees of the Port. Legal action for 
recovery of outstanding dues of Rs. 1.56 lakhs was mttiated against 
54 occupants of these quarters and the cases were decreed in favour 
of the Port. Howe,·er, the de,crees coPld not be executed as the de-
fendents had no moveab1e property. The steps to write off those dues 
are being taken. 

The amount of Rs. ·Q.45 lakl1 is outstanding agBinst various Port 
users. Steps for its recovery are being taken. 

458. The Committee find that as on 31 March, 1980 a sum of 
Rs. 21.18 lakhs was outstanding for recovery towards rent of land 
and buildings. This nmount included Rs. 4.09 lakhs representing 
the difference between the rent demanded by the Port Trust for 
three fertilisers sheds. constructed for use by the Ministry of Agri-
culture and the rent admitted by the said Ministry. The sheds 
were occupied during the period May 1971 to 31 March 1976 and 
thereafter they were given to the Food Corporation of India by 
the Ministry of Agriculture. Having failed to resolve the dispute 
among themselves it was decided to remit the matter to an arbi-
trator who was appointed in February, 1980. The arbitrator's 
award is awaited. It is unfortunate that the dispute should have 
been allowed to remain unsettled for so long. The Committee hope 
that the arbitrator's award would now he expedited. 

(c) Introdut:>tion of Modern Management Techniques 

4.59 The Committee enquired whether the Ministry had under-
taken any management studies with regard to the functioning of 
Major ports. The representative of the Ministry stated:-

"Most of the ports have undertaken special studies in parti-
cular areas, like financial management, accounts and 
stores management, workshop management, maintenance 
management etc. I will not be able to say that all these-
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studies have been undertaken in all the ports. This is 
a subject which was recently taken up at the Ports 
Chairman Conference and a suggestion came that where 
special studies have been undertaken and these studies 
have been implemented in those ports with a certain mea-
sure of success, they will have to be adopted at other 
ports also." 

4.60 In reply to a further question whether the ports should not 
function on modern lines with modern management controls, the 
witness stated:-

''Sir, we fully agree with you." 

4.61 Further asked whether the Ministry had given thought to the 
question of formulating any guidelines for carrying on such studies 
on a Central pattern, the representative of the Ministry stated: 

"A thought has been given to this. But we have not evolved 
any Central Pattern as such ... We have advised the ports 
that they will have to undertake modern managerial prac-
tices in almost every area of activity, whfch are being 
constantly done in several ports. What remains to be 
done is to have an overall picture of what actually has 
been done and on that basis, to frame a Central Plan 
for introducing m·odern managerial practices in all the 
ports." 

4.62 In reply to a question whether the Major Port Trusts Act 
required any modifications keeping in view the changed conditions, 
the witness stated: 

"On the scheme of the Major Port Trust Act, the operational 
decisions are largely in the hands -of the port trusts except 
for certain residual matters where the Government will 
have to take the decisions. The major investment deci-
sions have to be taken by t~e Government. The pricing 
policy will have to be introdu::ed only with the approval 
of the Government. The creation of certain posts beyond 
certain ranges also will have to be approved by the Gov-
ernment. Now, be powers nre sought to be increased so 
that greater measure of autonomy could be given to the 
ports. We find that there are certain constraints in the 
ports operating efficiently because the decision making 
process has not been sufficiently delegated. To that 
extent, we are reviewing the la.w to see whether greater 
delegation can be given to the ports .... I don't think any 
major changes are required in the Act." 
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4.63 The Committee were informed during evidence that most 

of the ports have· undertaken special studies in specified areas such 
as financial management, accounts and stores management, work-
shop management, maintenance management etc., with a view to 
improving the operations. The ports have also been advised to intro-
duce modern management practices in the various areas ef activities. 
The Committee consider that the . Ministry of Shipping and Trans-
port should take a lead in the matter of . introducing modern 
management control systems in the various ports. To this end, it 
would be useful to prepare a Central plan for 'imp.Jementatioa in the 
major ports in the first instance w~ere in the interests of efficient 
handling of the increasing volume of cargo. traflic it has become 
imperative to streamline the operations .. The new managment prac-
tices and procedures adopted with success in one port also need to 
be brought to the notice of other port authorities. It Is again for 
the Central Ministry to undertake this task. The Committee there-
fore suggest that the Ministry of Shipping and Transport should 
consider the feasibility of setting up a special Cell to study thiS: 
question in the light of developments jn foreign countries and frame 
a central plan for introducing modern mana_gement practices in the 
ports. · 

4.64 In this connection, the Committee would also like to point 
out that the question of giving a greater measure of 'autonomy to 
the ports with a view to expediting the tlecision making process 
needs to be cODSidered . in greater depth. The provisions of the 
Major Port Trusts Act should therefore be thoroughly reviewed and 
amendments as may be required keeping in view the present day 
conditions, may be brought before Parliament as expeditio11Sly as 
possible. 



CHAPTER V 

DEVELOPMENT OF GANDHIDHAM TOWNSHIP 

(a) Township 

5.1. The Committee enquired about the presen~. ""Pusition, with 
regard to preparation of proforma accounts for the period after 1975-76, 
the amount outstanding against the allottes, to whom plots had 
been allotted in the Ghandidham township and the number of plots 
_yet to be allotted/constructed. In a note on the subject the Ministry 
have stated: 

"The proforma accounts for the period upto 1980-81 have since 
been prepared by the Kandla Port Trust and sent to Audit, 
The Kandla Port Trust reported that a capital expenditure 
of Rs. 199.63 lakhs was incurred upto 31-3-1980 on develop-
ment of plots in th~ township. Against the above capital 
expenditure, development charges to the tune of Rs. 174.40 
lakhs were recovered upto 31-3-1980. A further amount of 
Rs. 41.16 lakhs was recovered during 1980-81 bringing the 
total recovery to Rs. 215.56 lakhs against the total capital 
outlay of Rs. 204.82 lakhs upto 31-3-1981. As on 31st Janu-
ary, 1982, only Rs. 27,306 remained to be recovered on 
account of development charges due to upto 31-3-1980. The 
latest position as on 31-12-1981 of plots developed, allotted 
and constructed upon is indicated below:-

(i) Total number of plots drvdoped 4477 

{ii) Total number of plots allottf'd 43Q7 

~iii) Plans submitted . t6gt 

(iv) Plans approved '572 

(v) Plots on which construction is complf'ted 905 

~vi) Plots under construction 277 

At present, the main constraint which is adversely affecting 
the construction activity in the township area is the acute 
shortage of cement. The matter of increasing quota of 
cement in the Gandhidham area has been taken up with 
the State Government.'' 

93 
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5.2 During evidence, the Committee enquired from the represen-
tative of the Ministry of Works and Housing if the Ministry was 
concerned with the development activity of Gandhidham township,. 
the witness stated:. 

"No. Urban development is a State subject. In the Central 
sector, we have started a programme of development of 
small and medium towns. The financial ass·stance is given 
on matching basis. Out of the 221 towns proposed to be· 
develep~d during the Sixth Plan, the number allocated to 
Gujarat comes to 17. Out of 17 towns, we have received 
Projects for 15 and got them approved by the Ministry of 
Works and Housing. If the State Government can draw 
up a programme for the development of Gandidham against 
the remain'ng two towns, in accordance with our guide-
lines, the Ministry of Works and Housing would be too 
glad to consider that. But the initiative has to come from 
the State Government." 

5.3. The Committee find that an expenditure of Rs. 199.63 lakhs 
had been incurred upto 31 March, 1980 by the Kandla Port Trust 
on development of plots in the Gandhidham Township. By the end 
of December, 1981, out of 4,477 plots developed, 80 plots remained 
unaJlotted. Out of 4,397 plots allotted, only 905 plot holders had 
comp~ted construction and 277 plo~ were under construction. 390 
allottees did not start construction ·although their plans were ap-
prmred. plans in respect of another 59 allottees were under consi-
deration for approval and 2,766 plot-holder's had not even subtuitted 
their plans. 

5.4 The Ministry of Shipping and Transport have informed the 
Committee that the major factor which is coming in the way of 
construction of houses in the township is the shortage of cement and 
steel. The Committee desire tha.t . the matter should be pursued 
with the State Government at a high level 

5.5 Since Gandhidham is a developing township and a large ntun· 
ber of industries are being set up in the priv·ate sector particularly 
in the Kandla Free Trade Zone. lhe!'e is acute shortage of houses 
in the area. The representative of the Ministry of Works and 
Rousing informed the Committee that if the State- Government 
could draw up a. programme for development of the Township 
under the scheme for development of small aad medium towns, 
Central assistance for the same might he available. The Committee 
tlesire that the Ministry of Shipping and Transport should take up 
the matter with the State Government without delay. 
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5.6 In fact, the Committee do not see any reason why the Kandla 

Port Trust should continue to bear the responsibility for develop-
ment of the Gandhidham township any longer. The matter should 
therefore be taken up 'With the State Government and· ':iln early 
-decision taken. 

5. 7 The Committee ,note that the work of 'preparation of the 
proforma arcounts of th2- project after 1975-76 was considerably 
delayed and in fact it was only after the matter was raised by 
Audit that the work was taken in hand. The Committee urge that 
the accounts should henceforth be prepared concurrently. 

(b) Water supply 

5.8 The audit para has pointed out that the Port Trust charged 
water rates at 25 paise/30 paise per kilolitre from the municipa!ity, 
railways etc. whereas it had been paying charges at 33 paise per 
kilolitre to the State Government. Asked about the reasons there-
f~re, the Ministry of Shipping and Transport have stated: 

"While the rates charged from the Railways for supply of 
water for the commercial purposes have always been kept 
higher than those paid to the State Government, the rates 
charged from them for domestic consumption haYe been 
kept lower than those paid to State Government. Similarly 
the rates charged from the industrial and commercial con-
sumers located within the Municipal area of Gandhidham 
have always been kept higher than those paid to the State 
Government. 

However, jn re.:;nect of the supply of water made to the Rail-
'· ·:1 rs c-nd Municipality for their domes~ic consumption. the 
rates have been kept lower than those paid to the State 
Government. Due to the historical reason, the rates for 
domestic consump~ion have been kept low as basically fhe 
township was built for rehabilitation of displaced persons 
from West Pakis~an. Besides, the majority of the popula-
tion in this port township are employees working in 
various organisations who belong to lower income group. 
This is also in confonnity with the policy .. "f the Port Trust 
for charging lower rates from their employees for domes-
tic consumption." •• 
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5.9 In reply to a question as to what steps were taken by the Port 
Trust t.o reduce its losses on water supply, the Ministry stated: 

"The development of the township of Gandhidham was an. 
integral part of the capital project of the Port and conti-
nues to be so. As a part of the sub-activity of the· 
township, the Port Authorities took over the water supply 
scheme in 1955 from the Sindhu Resettlement Corporation 
Limited along with four tube wells. Subsequently five 
tube wells were added by the Port. Normally the supply 
of water to an area is a municipal function. Since there 
was no municipality in Kandla/Gandhidham area, the 
Port, keeping in view the integrated development of the 
area, started supplying water. Even after the Municipal 
Council came into existence in 1958 because of historical 
reasons the Port continued to supply water to the Gandhi-
dham township. Initially, this was done from the Port's 
tube wells. Later, when the demand of water increased, 
the Port supplemented the supply by drawing from. the 
sources of the State Government on payment to meet the 
additional demand. 

The water supply scheme is treated as separate commercial 
activity with in the larger township project. The capital 
investment in the water supply scheme which was Rs. 45.36 
lakhs in 1965-66 increased to Rs. 99.63 lakhs by the end of 
1979-80. The Port incurred at total expenditure of Rs. 60.66 
lakhs in the year 1978-79 on generation, maintenance and 
distribution of water, which includes an element of Rs. 21.60 
lakhs towards the cost of water paid to the State Govern-
ment. This expenditure is partially offset by income from 
various sources as· indicated below:-

Rs. ill Lakhs 

(a) Supply pf wat,.r to ship; t~·flR 

(b\ Supply of W'~tt'r to otlu r consunwrs including industries 

Tr.tal 

Thus, the loss was to the tune of Rs. 26.81 lakhs (Rs. 60.66 
lakhs-Rs. 33.85 lakhs) in the year 1!¥78-79. 

In order to reduce the deficit in the water supply, the rates 
were revised and increased with effect from 1•9-1980 by 
50 per cent in respect of all consumers except shipping 
and the port employees occuping port quarters. These: 
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rates were made applicable to the G~dhidham Munici-
pality with effect from 1-2-1981. 

The following table indicates the position of the pre-revised rates 
and rates after revision:-

Cateogry 

·----- ------.------- ------------
I. Domestic (bulk) 

2. Domestic (relo.il) 

3· Industries·: 

(i) First 1 lakh Itt·~ 

(ii) ~ext 2 lakh ltrs 

(iii) 1\:f"xt 3 lakh ltns 

(iv) Beyond 6 lakh ltrs 

4. Commt'rcial and non -domesl ic purpost·s. 

Units 

1000 ltrs 

" 

" 
" .. 
, 

" 

Pre-1 Revised 
revised rate 
rate 

0•25 o·4o 

o·so o·4s 

o·4o o·6o 

o·so C'75 

o-6o o go 

o-6s r-oo 

o·fi'i I -oo 
--- ·--- --

This revision is expected to yield per annum an additional 
revenue of Rs. 12.00 lakhs approximately. With a view 
to reducing the deficits under this activity, further up-
ward revision is under consideration." 

5.10 The Ministry of Shipping and Transport have also informed 
the Committee in January, 1982 that 'the State Government has not 
taken over the responsibility of supply of water from 1-4-1981 as 
was agreed to by them in the meeting held at Gandhinagar on 9-4-
1980. However, efforts are continuing that the responsibility of 
distribution of water in Gandhidham/Kandla area is taken over by 
the State Government or any other agency nominated by the State 
Government.' 

5.11 The Chairman, Kandla Port Trust further stated during 
evidence: 

"We want to get out of the situation very soon. We had a 
series of discussions with them, but somehow their plans 
did not fructify in time. This responsibility should have 
been transferred to the State Government by last year, 
but we are still trying to persuade them to take over. We 
have made substantial progress. Nok they want that 
the nine tube-wells of Kandla Port Trust should also be 
transferred to them. We have not been able to decide 
about it. because we have a responsibility to supply water 
to ships. They want infra-structure facilities also 
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to be transferred to the State Government. We have to 
take a decision on that also " 

He added: 

"The final decision will be taken in the meeting which will 
be held in FebruarY. When Kandla Port started working 
in 1955 there was no municipality. Now the Municipality 
is there but it is a financially defunct body. They do '11ot 
have any resources. And in the township it is mostly the 
employees of the Kandla Port or the port users who are 
residing. That is why, Kandla Port started charging 
lower rate from them." 

5.12 In a subsequent note, the Ministry have stated: 

"The State Gov~t, however, failed to take over the dis-
tribution o~Tater supply on 1-4-1981 in spite of regular 
reminders from the Port Trust. The Secretary, Health 
and Family Welfare Department Government of Gujarat 
convened a meeting at Gandhidham on 18-4-1981 when the 
representatives of Gandhidham Municipality were also 
called. The representatives of Gandhidham. Municipality 
raised certain obje':!tions against the decision of the State 
Government to take over the distribution of water 
without taking over the Viri and Nagalpur tubewells 
from the Port Trust. With a view to ensuring water 
supply for shipping purposes round the clock, the Port 
Trust has not been willing to part with its tubewe1ls. 

A further meeting was held at Kandla on 12-2-1982 for de-
ciding about the transfer of the water supply distribution 
system to the State Government. This meeting was con-
vened by the Secretary, Health Department, Government 
of Gujarat and attended by the representatives of the 
Municipality, Free Trade Zone and IFFCO, K. P. T. and 
State Public Health Department. In this meeting it was 
agreed by the Secretary, Health Department that the 
State Government would take over the distribution of 
water supply in Kandla-Gandhidham area w.e.f. 1-4-1982 
subject to Government's approval and certain modalities 
to be finalised before that date." 

5.13 The ('ommittee find that the question of transferring to the 
State Government the water supply scheme in Kandla/Gandhi-
dham a:rea, on which the Port Trust have been incurring losses from 



year to year, has been a matter of prolonged negotiations. As a 
sequel to the discussions held by the Study Group of the Committee 
with the State authorities in November 1981, it has now been possi-
ble for the Port Trust to finalise the matter and the . transfer was 
to take effect from 1 April, 1982, subject to formal Government 
approval and certain modalities to be finalised before that date. 
The Committee expect that there would be no further bitch in the 
matter. • '"' • _ .._ 

N!JW DELlu; 
Ap/iZ 15, 1982 
..,----- ·-----Chaitra 25, 1904 (Saka) 

SATISH AGARWAL 

Chairman 
Public Accoun~ Committee. 



APPENDIX I 

(Vide Para 1.1) 

[Audit Paragraph No. 34 of the Advance Report of the C&AG of 
India for the year 1979-80, Union Govt. (Civil) on Kandla Port 

Trust] 
34. Kandla Port Trust 

1. Introduction.-The port at Kandla was developed as a major-
port by the Central Government with 4 cargo jetties and o~oil 
jetty and its administration was handed over with effect from th 
February 1964 to a Board of Trustees constituted by Governm nt 
under the Major Port Trusts Act, 1963. The Port Trust subsequently 
constructed and commissioned a fishing jetty (1965: cost Rs. 5.14 
lakhs), a cargo jetty (1973: cost Rs. 211.05 lakhs) and an oil jetty 
(1975: cost Rs. 75 . .03 lakhs). In addition, the Port Trust provided 
infrastructure port facilities at an (estimated cost of Rs. 1559.27 
lakhs) (expenditure up to 31st March J980: Rs. 1132.08 lakhs) for a 
single buoy mooring oil terminal established by the Indian Oil 
Corporation (August 1978) at Vadinar, 93 kms. bY sea from Kandla 
for handling large quantities of crude oil. 

2. Accounts and audit 

2.1 The Port Trust maintains its accounts and prepares its annual 
statements of accounts including balance sheet in the form pres-
cribed by Government in consultation with the Comptroller and 
Auditor General of India. The accounts are audited by tl.1e Comp-
troller and Auditor General of India and the audited accounts 
together with the Audit Report thereon are forwarded to Govern-
ment for being laid before the Parliament. 

2.2 A summary of the capital and revenue accounts of the Port 
Trust for the years 1975-76 to 1979-80 is given below:-

IC'I7S-76 1976-77 '977·7R 1971'1-79 1979-80 

(Rupees in lakh~) 

--------- ---------~----------

A. Asuts at the md of each year 

1. Capital asset!! at cD!t 

Less depreciation 

3 4 5 6 

1259·83 2213·74 2822·02 2g8g·oo 3667·86 

582·92 656·61 722·75 8o6·go 867·48 

--------- ---·--- --· 
100 
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lit) 3 4 5 6 

Assets at deprciated value g46·gl 1557' 13 2099'!27 !2182•70 2800•38 

2. Work-in-progress 1611•22 1221•67 1017'92 1!233'47 IOO!Z•go 

3· Investments 144·59 173'57 229·45 258'79 310· 19 

4. Current assets 803• 18 1314•17 t4o6·15 22o4·g8 2803'72 ---- -----~ -·--·- ______ ... --·---
TOTAL. 3505'90 4!266· 54 4752' 79 5879·94 6916·59 

B. Liabilities at the end of each yellT 

I. Capital debt from Government 3663·24 3127'43 3212'52 34~2·n1 3671 ·4o 

2. Currnt liabilities 290·64 274·54 342'99 438'32 390'79 

3· Rf·sfT\'<·s, surplus, pe-nsion, 
provident fund, t'lc. 552'02 B64·s7 1197'2fl Ig4g·61 2f.!s4·4o 

----- ---- ------ ---- ·-- -·--··-
TOTAL 3505'90 4266· 54 4752'79 sB7g·g4 69J6·s9 

c. Ra mut nwl rxptmdi hrr during the _)•ear 

1. Rcvcnw: income 792·6o 817'77 IOI4·tO 1576·4s 1867'13 
----- ------ .. ------ ---- - .. ~--

2. R( wnue expenditure 

(i) Cost of rendering services 336·so 356·o6 396'31 53fl·4u 611· 56 

( ii \ ~1ana~enwnt and gcnt-ral 
admini~tration 88·20 BB·5s 107'35 126· 51] 150'77 

(iii) 1-'inance and miscellaneous 
expenditure 79·3G 25B·oo 4s4·3B 417• 26 514· 19 - .. -- -- --~ -· ·--- ~-~-~-

TOTAL so4·o8 702·61 gsB·o4 w!l2 · 24 I:2D~·:J2 

3· Sllrplus 2BH·s2 I4S·Ifi 83·06 4g4·2I sB4·6t 

2.3 On the date of formation of the Port Trust (28th February 
1964) capital expenditure incurred by the Central Government for 
constructing the Port amounted to Rs. 1'878.06 lakhs. Of this, the 
Port Trust had been exhibiting provisionally Rs. 1655.26 lakhs as 
loan from Govevrnment (after deducting Rs. 222.80 lakhs which 
represented capitalised recurring expenditure). The terms and con-
ditions governing the capital debt had not so far (October 1980) 
been determined and pending decision, the Port Trust had been 
paying Rs. 15 lakhs to Government every year towards interest on 
an ad hoc basis; this worked out to less than 1 per cent on the 
amount exhibited as loan. 

2.4 The Commission on Major Ports had recommended in its 
report (June 1970) that the Kamila Port should attain a return of 
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~6 per cent by 1973-74, 9 per cent by 1976-7'7 and 12 per cent by 1978-79. 
These recommendations were accepted by Government in 1975 and 
the port charges were in,creased on 3 occasions-July 1975, July 1977 

.and May-June 1979-to achieve the prescribed return. The Port 
Trust had achieved a return of 10.72, 8.92, 20.45 and 19.09 per cent 
respectively over the capital employed in 1976-77, 1977-78, 1978-79 
and 1979-80. In this connection, an analysis of the principal acti-

·vities of the port disclosed the following position for the years 1978-
79 and 1979-80: 



\ 

Activities 
1978-79 1979-80 -·------------------- . -----------lnronw Expt·nditure Surplus (-:.) 

})dicit(-·) 
Income Expenditure Surplus ( +) 

Deficit(-) 
-------·---- ---------- ·-- ------------~------~--------------------· 

1. Cargo handling 821.61 348.10 

2. Port and dock facilities 324.28 421.31 

3. Town~hip . 26.72 85.46 

4· ~{-:ntab~e lands and lnildings («·xcluding colonirs) 28.37 26.91 

s. Railwa)"S .. 22.36 

-
1200.98 804.14 

(+)473.51 

(-}97 .03 

(-)58. 74 

( .:. ) 1. -t-6 

{-·)22.36 

(~)296.84 

827.94 

298.83 

22.45 
23.28 

1172.50 

(Rupees in lakhs) 

391.60 (+)436.34 

442.90 (-)14{..07 

97.68 (-)7S.23 

6.37 (-}16.91 

27.20 (-)27-20 

965.75 
... 

(+)206.75 2 
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It would be seen from the above table that the surplus was 
mainly due to cargo handling and that the operation, viz., port and 
·dock facilities, township and railways, showed a total deficet of 
Rs. 178.13 lakhs in 1978-79 and Rs. 246.50 lakhs in 1979-80. 

The Port Trust stated (October 1980) that surplus under cargo 
handling and deficit under port and dock facilities were due to non-
charging of due share of the major item of common overhead ex-
penditure, viz., maintenance ci.redging, which was debited to' !:_)ort 
and dock facilities, that deficit under "Township" was mainly due 

.- -t'o expenditure on water supply to township and that under railways 
was due to non-allocation of share of earnings of the Western Rail-
way to the Port Trust. 

A further analysis of the surplus in cargo handing revealed that 
·the surplus was mainly due to liquid cargo at oil jetties t'ide details 
below:-

1978-79 1979-80 ---------- --------------
Liquid Dry Lit.~uid Dry 
cargo cargo cargo cargo 

·Quantity handled (in lakh tonnes) 29·!28 t6·07 25·42 x6·30 

Income (in lakhs of rup<'es) sBg· 15 232·46 488·26 339·68 

Expenditure (in lakhs of rupees) 88·g4 259' t6 97·90 293'70 

Surplus ( +) Deficit (-) {-1-)500•!21 (- )26· 70 ( + )390' g6 (·I· )<ts· gB 

Percentage of trallic 65 35 tit 39 

·--·---
Further, a scrutiny in audirt:, of the cost of operations of various 

·dry cargo commodities revealed that the rates of recovery were not 
. adequate to meet the cost of operations in any case (vide details 
in Annexure}. It would be seen from the Annexure that in 3 out 

-of 9 items m 1978-79 and 5 out of 12 items in 1979-80, recovery rates 
were not adequate even to cover the direct costs. 

2.5 As on 31st Mar:ch 1980, a sum of Rs. 21.18_1akhs was outstand-
ing_ f~r recovery towards rent of land and buildings. This included 

: Rs. 4.09 lakhs representing the differences between rent demanded 
by the Port Trust for 3 ferrtilizer sheds constructed for use by the 
Ministry of Agriculture and the rent admitted by the said Ministry 
for the shed; the dispute over rent was referred to ani arbitrator by 
the Ministry of Shipping and Transpo~ lFebruary' 1980) and his 

.decision was awaited (October 1980). 



105 

3. Traf]ic 

3.1 The annual cargo handling capacity of the Port at Kandla 
was assessed in July 1978 at 65 lakh tonnes assuming 85 per cent 
berth occupancy and reassessed in September 1979 at 50.50 lakh 
tonnes (20.50 lakh tonnes per annum for dry cargo jetties and 30 
lakh tonnes per annum for the oil jetties) assuming 75 per cent 
·berth occupancy as an· ideal percentage. During the years 1978-79 
anrl 1979-80, the berth occupancy of the dry cargo jetties worked 
·out to 90 and 92 per cent respectively and of the oil jetties 76 and 
·72 per cent respectively. DespitE= more than optimum utilisation of 
the berth facility in rthe dry cargo jetties, the traffic handled there 
in the two years amounted to no more than 15.10 lakh tonnes and 
16.00 lakh tonnes respectively indicating a shortfall of about 24 per 
cent in handling capacity. In the oil jetties, 29.28 lakh tonnes and 
'25.39 lakh tonnes were handled during 1978-79 and 1979-80 respec-
tively. It was further noticed in audit that despite more than 
·optimum utilisation of the berths, shipping days amounting to 2870 
.and 2536 were respectively lost during 1978-79 and 1979-80. The high 
utilisation of the berth and low outturn were attributed by the Port 
'Trust (October 1980) to inadequate rate of clearance of imported 
cargo, failure of the Ministry of Agriculture to nominate suitable 
·.size of vessels for handling through marine unloader' caked condi-
tion of fertilizers making it difficult to handle through the marine 
·unloader, slow rate of carting, etc. In regarn to the shipping days 
lost, however, the Port Trust stated (June 1980) that the detentions 
were due to absence of tide to said from the port, absence of night 
navigation facilities, rain and inclement weather, shortage of pilots, 
heavy congestion at landing/loading points and strike by workers. 

3.2 Position of the traffic estimated to be handled and actually 
bandied during 1975-76 to 1979-80 was as under: 

Oil Dry cargo 
---------- ----------
Estimated Actual E~timatt"rl Actual 

(In It!(. '1 t'l 1 n~<J) 

1975·76 20'95 I4·8o 20•55 17'23 

"1976-77 15•00 17•50 .22'00 •s·64 
1977·78 15'25 27' 53 9'75 J0•63 

1978-79 23·6s 30•33 10'35 15•02 

11979-Bo 28·00 2tl·gg r8·oo 14•73 

-··----
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·rhus, whereas during the 5 years, the actual traffic in oil (117.15 
lakh tonnes) exceeded by 14: per cent the estimated traffic (102.85 
lakh tonnes), the actual traffic in dry cargo (73.25 lakh tonnes) was 
less by 10 per cent than the estimated traffic (80.65 lakh tonnes), 
which itself was less than the capacity of the dry cargo berths 
(102.50 lakh tonnes) by over 20 per cent. Further, the traffic at the 
port had been mostly on Government and semi-Government organi-
sations' accounts, pertaining to oil, fertilizers, vegetable oil, phos 
phoric acid, etc., traffic on private account having amounted to only 
4 per cent. The traffic handled due to imports was 40.69 lakh tonnes 
and 37.08 lakh tonnes during 1978-79 and 1979-80 against 4.66 lakh 
tonnes and 4.64 lakh tonnes respectively due to exports. 

3.3 At the single buoy mooring oil terminal at Vadinar, the traffic 
handled during 1978-79 and 1979-80 amounted to 13.35 lakh tonnes 
and 31.01 lakh tonnes of crude oil against the annual capacity of 80 
to 120 lakh tonnes. The under-utilisation was due •to less imports 
by the Indian Oil Corporation, the sole user of the oil terminal. 

3.4. In paragraph 59' of the Au'd:t Report (Civil) for 1969, it was 
mentioned that a fishing jetty, constructed at a cost of Rs. 5.14 lakhs 
and ope·~ed for traffic in July 1965, had not handled any fishing 
traffic. T~;c Public Accounts Committee (5th Lok Sabha : 1971-72) 
had been iniormed by Government that for utilisation of the fishing 
jetty. 20 trawlers were being procured and in this connection the 
Public Accounts Committee had observed in its 20th Report (5·th 
Lok Sabha : 1971-72) that it would watch the progress made in 
utilisation of the jetty which had not been put to use for several 
years since is construction. Between April 1973 and February 1979, 
2 fishing trawlers of Central Government were stationed at the 
jetty and thereafter, they were shifted to Porbandar a.:; Kandla was 
away from fishing grounds. The jetty had remained unuti1ised 
since March 1979. In order to have a separate berth for the dredgers 
and craft for mainteharice and sei·vicirii the Port Trust had decided 
(January 1980) to extend the fishing jetty su:tably at an estimated 
cost of Rs. 89.86 lakhs. 

4. Dredging operations.-The breach channel leading to the port 
was constructe~ in 1960 at a cost of Rs. 21.97 lakhs with an initial 
depth of 3.66 metres. Due to siltation, which had been a major 
problem at the port, the depth of the channel got redncerl to 3.5 
metres in 1972-73. The opfmum depth, that had been considered 
necessary for operations at the port, was 4.27 metres in the channe~l. 
Th~ dredging problems of the port were studied by the Central 
Water and Power Research Station, Pune which recommende·d in· 
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November 1968 an annual dredging of 19 lakh cubic metres to 
maintain the required navigable level of the channel. The Port 
Trust undertook dredging operations with the help of a 'dredger 
(capacity : 800 cubic metres) procured by it September 1973 at 
a cost of Rs. 89.41 lakhs and other dredgers obtained on hire from 
outside; as a result the port mainta:ned the optimum depth of 4.27 
metres during 1974-75 and 1975--76. Based on the recommendations 
of the Research Station, Pune the Port Trust procured another 
dredger of higher capacity (2500 cubic metres in January 1976 at 
a cost of Rs. 705.05 lakhs. 

The total annual dredging capacity of the 2 dredgers had been 
assessed at 26.50 lakh cubic metres, while working at a d-epth of 
14 feet and 34.30 lakh cubic metres while working at depth of 16 
feet (against requirement of 19 lakh cubic metres only) after giving 
due allowance for annual repairs, surveys, dry-docking, holidayst 
weekly offs, maintenance, lay-up for low water passage time to 
site of dredging and back to Port, etc. The actual dredging done 
by the 2 dredgers during 1976-77 to 1979-80, however, amountP.d to 
15.91, 12. 75, 15.99 and 13.94 lakh cubic metres only resulting in 'ln 
overall shortfall of dredging by 23 per cent for the 4 years. As a 
result, tl\e navigable depth decreased to 4.00 metres by JantJ<=~ry 
1977 and further reduced to 3.7 metres since July 1979. In each 
of these years substantial hours had been sp~nt at idle fme by tre 
dredgers and the time taken by them for passage from harbour to 
dredging ground and back was also excessive as per particulars 
below: 

Particulars 

-·-
As per ac;~essmrnt of 
D·t:dger Utilisation 
Committ('r 

S. D. K011dla 

1976-77 

1977·78 

1978·79 

1979-80 

A\·ailable · Passag1· "'<l.iting Tt1lal Pnmpin~ Tdlf" 
working time fi·om for 
hom~ · harbour tidr 

to dredg-
in~ ~rounrl · 
and back 

2 3 4 
·--- --------. 

528n 44o I tOO 

5381 got 329 

6789 H!93 302 

g664 6go 89 

58g4 1054 225 

and tUne 
dumping 

~ 6 7 

(in ho11r') 

1540 3740 

1230 1794 2357 

1595 2Io4 3090' 

719 1172 t77S 

1279 2o42 2573: 
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2 --- 3 4 5 6 7 

M. D. Kutch VaUabh 

1976-77 4Bss 596 688 u84 - 17£l9 1785 

1977·78 2628 s85 252 837' 981 810 

' 
1978-79 3517 6gi 218 849 1310 1358 

1979-80 2554 44g 191 64o 862 105~ 

.... ---·-----
The Port Trust stated (October 1980) that the dredgers had been 

utilised under various constraints wp~ch were mainly (i) longer 
duration of repair periods spent at Bombay, (ii) non-availability 
of dry dock facilities at the port resulting in lay-up period at the 
port for want of repairs and (iii) shortage of marine officers. 

5. POTt's craft and equipment 

5.1. The Port Trust approved (April 1972) the purchase of 4 
steel barges of 150 tonnes capacity each in replacement of 4 exis.-
ting barges of 100 tonnes each, at a total cost of Rs. 20.73 _lakhs, 
based on an estimate submitted by a manufacturing company. 
Though the Port Trust was aware that this estimate was on the 
high side, it was forwarded to Government for administrative 
approval which was accorded in November 1972. Orders for 4 barg-
es at a cost of Rs. 11.90 lakhs were placed (May 1973) on firm 'A'. 
In June 1973, the Board approved further purchase of 2 steel barges 
o'f 150 tonnes each at an estimated cost of Rs. 6.21 lakhs, from out 
of the savings in the original estimate of Rs. 20.73 lakhs and on 
receipt of Government's approval and placed a repeat order at Rs. 
5.95 lakhs (October 1973) for them on the same firm. According 
to the stipulated delivery schedule, one barge was to be delivered 
in February 19174, 3 more by september 1974 and 2 more by Janu-
ary 1975. The 6 barges (cost: Rs. 17.85 lakhs) were however, 
received one each in March, May and December 1975 and May 1976 
and 2 in May 1977. 

Although the supply orders provided for recovery of liquidat~d 
damages, the Port Trust granted (May 1977) extension of time up 
to lOth May 1977 without levy of any liquidated damages (amount: 
Rs: 7.48 lakhs) on the ground that no loss was suffered sine~ there 
was no demand for the barges and that even the existing 4 barges 
eould· not be fully utilised. 
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These new barges were utilised for 1883 barges days (22 per 

cent) only out of '8739 barge days for which the barges were avail-
able till 31st March 1980. Thus, the barges did not have adequate 
work load and the purchase resulted in idle investment. 

The expenditure incurred on the maintenance of barges during 
1974-75 to 1979-80, amounted to Rs. 1.64 lakhs. The Port Trust 
stated (December 11979) th'at the barges were procured to handle 
ships in stream as its scale of rales provided for handling and 
taking charge of all non-underlined items in stream as well and that 
being a service rendering organisation, it was required to maintam 
minimum barge handling equipment, irrespective of their 100 per 
cent- Utilisation. 

5.2. The Port had a fleet of 3 tugs as on 1st April 1979 for render-
ing service to ships and harbour craft as detailed below:-

_____ ____,_ --·---
Sr. No. Name of the Tug 

----------
1 2 ----·-----

r. S. T. Rukmani 
2. S. T. Rupavati 
3· M. T. Vir 

----------

Capacity in 
tom 

Cost (Rupees Date of 
in Lakh,) pu rchase 
----- ·--·- --

5 ·------
15 7th Oct. 1955 
rs rothJune 1965 
15 26th Sep, 1912 
----··--

A fourth tug (M. T. Kutch Kesari) of 45 tons bollard pull 
capacity estimated to cost Rs 604 lakhs, order for which was placed 
in February 1976, was received in September 1979 after incurring 
expenditure of Rs. 459 lakhs (July 1980) mainly for handling 
shipping at Va·dinar. 

A study of the operation of the 3 tugs for 19'78-79 and 1979-80 
indicated the following position:-

S.T. Rukmani S.T. Rupavati M.T. Vir 

1978·79 197g-8o 1978-79 1979-80 1978-79 1979-fto 
---..--------'...-..a.~-~-------__ __._ _________ -__ . _ __._ __ 

r. Numbt-r of hours 
availe ble for ope-
r.ati.eD 

!2. Number of hoW"S 
worked (excluding 
standby duties) . 

5097 

925 

2 

~ 719. 

4 5 6 

rn6 



------
3· Idle hours fc.r 

want of work with 
reference to ( 2) 
above. 

~. Number of hours 
worked including 
standby duties 

5· Idle hours with 
reference to (4) 
above. 

110 

I 2 

3437 

55 

3 4 5 6 

2984 4223 

2184 18oo 1608 

A study of the cost of operation of these tugs for 1977-78 to 
1979-80 disclosed that even after allocation of costs to other acti-
vit~es like navigation, water supply and dredging, there were un-
covered deficits of Rs. 13.73 lakhs, Rs. 29.17 lakhs and Rs. 24.90 

lakhs for years 1977-78, and 1978-79 and 1979-80 respectively as stated 
below:-

---
Particulars 1977-78 1978-79 1979-80 

(Rupees in lakhs) 

Direct cost 25'95 4g·22 42·42 

Total cost 46·67 73' 13 Gs·6o 

Hire charges 32'94 43·96 40•70 

Deficit 13'73 29' 17 24·go 

The deficit was attributed to non-accrual of revenue for periods 
during which tugs were on standby duty, and also when tugs were 
used for towing harbour craft. 

5.3. For handling fertilizers and related raw materials imported 
in bulk, the Port had been operating and maintaining since N ovem-
ber 1977, a marine unloader installed by the Ministry of Agr:cul-
ture. Out of 3.25lakh tonnes o'f cargo meant to be handled by the un-
loader, only 2.42 lakh tonnes were halidled in 1659 hours in 222 
days (34.5 per cent of working hours) during 1979-80, giving an 
average discharge of less than 146 tonnes per hour against its rated 
peak capacity of 500 tonnes per hour; under-utilisation of the un-
loader also resulted in loss of 310 shipdays by way of preberthing 
detention. Low discharge by the unloader was attributed to: (i) 
condition and characteristic of the cargo, (ii) ships nominated by 
the Ministry of Agriculture being not according to designed require-
ments, (iii) low rate of clearance of unloaded cargo, (iv) inade-
quate capacity of bulk storage, keeping in view the rate of clearance 
and (v) absence of suitable clean-up units. 
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5.4 As on 31st March 1979, the port had a fleet of 25 wharf 

.cranes, 4 mobile cranes, 7 forklifts and 3 tractors (besides a 60-
tonne gantry crane at a dry cargo jetty and a 2.-tonne crane at the 
1ishlng · jetty). The extent of utilisation of these facilities during 
1977-78 to 1979-80 is given below:-

Wharf crane 

3-ton capacity 
-cargo jetty (r6 Nos.) 

-Bunder Basin (2 Nos.) 
6-ton capacity 

-cargo jetty (4 Nos.) 

-Bunder Basin (1 No.) 
10-ton capacity 

-cargo jetty (r No.) 

-Bunder Basin (1 No.) 

Mobile crartes (4 No~.) 

Forklifts (7 Nos,) 

Tractor (3 Nos.) . 

Net working 
hours 
available 
(excluding 
holidays) 

g8g·4 

49·0 

97'2 

23'4 

l0!4·s 

24·s 

Jf)6· 3 

138·6 

76·o 

Hours Hours Idle 
actually spent on hours 
worked repairs 
for etc. 
port 
operation 

·---· .. ·--
2 3 4 

(In thousands of hours) 

223·0 31 ·4 135·0 

2'9 2•2 43·~ 

s6·g 8·2 32 ·I 

2·8 0•2 20·4 

4·s I· 8 It:·!:: 

o·g 1. 7 22"5 

4·7 19'3 82·::; 

44·1 28•7 6s·E: 

4·o 6·8 65·2 

In addition, the Port Trust purchased one mobile crane of 12.5-
tonne capacity in September 1979 (cost: Rs. 8.16 lakhs), two 3-
tonne cranes in February 1980 (cost: Rs. 11.41 lakhs) and 6-fork-
HftQ: in 1979 (cost: Rs. 11.16 lakhs). 

It was seen in audit that the equipment had all along been under-
utili.sed 'for want of adequate work, such under-utilisation having 
amounted to over 52 per cent of the net available working hours 
during the years 1977-78 to_ 1979-80. Consequently, the income de-
rived from their operations had not been adequate enough to meet 
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the cost of their operations as would be evident from the particulars 
given below in respect of cranes: 

----------·------------···-------- 1978·79 1979-80 

---····----
(Rupees in Jakhs) 

Income 16•29 27•42 

Direct cost lZ I • 02 

Total cost 

Deficit 

-------- --
The deficits in operation of cranes amounted to Rs. 24.21 lakhs 

in 1978-79 and Rs. 20.05 lakhs in 1979-80 

6. Water supp,ly.-The Port Trust had been arranging water 
supply to the Gandhidham township, the port area, the railways, 
and the industries located outside the township. Water is being 
procure<i by the Port Trust m~inly by bulk [Jurchase from the State 
Government and partly by tube-wells operated by the Port Trust. 
For the period from 1976-77, the Port Trust had not prepared any 
account indicating financial results of the operations; the amou111ts 
eompiled for the period froiD: 1969-70 to 1975-76, however, revealed 
that against a total operational cost of Rs. 130.49 lakhs, the recoveries 
amounted to Rs. 77.53 lakhs only involving loss of Rs. 52.96 lakhs 
vide particulars given below:-

Period Direct Indirect Total Total Loss 
expenses expenses cost recovery 

-·- ·-·-- #- ---

2 3 4 5 6 

(Rupees in lakhs) 

1969·70 . 14· 77 4·52 19'1Z9 8·6s 10·64 -
1970•71 g·64 4·52 14·16 10•47 3'69 

1971·72 10•39 4•75 15' 14 I0·8g 4·25 

1972·73 tJ·8S 4·94 16•77 12'57 4·20 

l97S·74 n·8o s·oo 16·8o 1o·g8 6·4t 

1974·75 rs·86 6·t6 22•02 12·24 9'78 

1975·76 19 -s3 6·48 26·s1 12•33 13·g8 _____________ .__..,_ _______ ......,.. __ __._..._ 

TOTAL • 94· 12 36·37 130·49 77'53 52•g6 

It was notieed in audit that the Port Trust charged water rates 
at 25 paise/30 paise per kilolitre from the municipality, railways 
and a few ether consumers who consumed nearly 50 per cent of 
W~tter supply whereas the Port Trust had been paying charges 
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at 33 paise per kilolitre to the State Government. The Port Trust 
stated (November 1980) that: 

-the rates had been revised effective from September 1980 
in respect of other consumers and from February 1981 
in respect of the municipality; 

-the State Government were expected to take over the res-
ponsibility: from 1st April 1981; and 

-it .was not worth while to prepare a proforma account be• 
yond 1975-76 at this stage. 

7. Gandhidham tO'W7LShii.p.-In February 1956, a project estimate 
for Rs. 357 lakhs comprising works estimated to cost Rs. 188 lakhs 
for central development of 4337 aeres of land and Rs. 169 lakhs for 
inte.mal development of 1235 acres of land was submitted by the 
Port authorities to Government. The project as a whole was not 
approved by Government; however, piecemeal sanctions for Rs. 290 
lakhs were accorded against which expenditure till end of March 
1980 was Rs. 199.63 lakhs. It was envisaged in the project reports 
that the entire cost of the project would be recovered from the 
parties to whom the lands would be allotted and that annual re-
venue by way of ground rent assessed at Rs. 11.64 lakhs would be 
realised. By the end of May 198(}, out of total 4113 plots developed, 
2'78 plots remained unallotted. Out of 3835 plots allotted by May 
1980, 723 plot holders had completed construction, 91 had started 
construction and 2766 had not even submitted plans. Yearwise 
breakup of defaulters, who had not submitted plans and completed 
construction within the prescribed time limits, was not available. 
The Port Trust stated (September 1979) that since the defaulters 
were .in thousands, no penal action was thought advisable, parti-
cularly, because of poor response and absence of 'demand jf plots 
were fo~eited. 

A3 per proforma accounts of the project for 1975-76, a net capital 
of Rs. 149.58 lakhs remained to be recovered and the ar.count for 
later period (after 1975 ... 76) had not been prepared so far (October 
liMIO). 

r ' 

8. Summing up.-The following are the main points that emerge: 
Although the Port Trust achieved an annual return of 10.72, 

8.92, 20.45 and 19.09 per cent during the years 1976-77, 
1977-78, 1978-79 and 1979-80 respectively, the surplus was 
mainly due to operations in the oil jetties which account-
ed for 65 per cent and 61 per cent of total traffic in 1!178-
79 and 19'79-80 respectively. The recovery rate for 
handling cargo at dry cargo berths did not cover even 
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direct cost in respect of ~ out o~ 9 items in 1978-79 and 
5 out of 12 items in -1979-80. - · 

Against the capacity to handle traffic of 20.5 lakh tonnes in 
dry cargo jetties, the traffic actually handled was only 
17.23, 15.64, 10.63, 15.02 and 14.73 lakh tonnes during 
each year from 1975-'76 to 1979-80. Further the port has 
failed to develop traffic from private trade, which cons-
tituted only 4 per cent and traffic on· Government and 
semi Government accounts (96 per cent) was mainly in 
oil, fertilizers, phosphoric acid, etc. 

Despite ava:lability of adequate dredging capacity, dredging 
had not been done to the required extent resulting in 
depth of breach channel reducing to 3. 7 metres from 
July 1979 onwards against minimum requirement of 4.27 
metres. 

The Po::-t craft and equipment like tugs, barges, marine un-
loader, cranes, forklifts and tractors had not been utilised 
adequately and they remained idle generally for more 
than 50 per cent of their capacity. 

The Port Trust had been arranging supply of water to the 
Gandhidham township and incurred loss of Rs. 52.96 
lakhs during 1969-70 to 1975-76 on the operations mainly 
due to supply of water at rates lower than the purchase 
rates. 

The work of development of Gandhidham township under..: 
taken by the Port Trust had not progressed adequately 
and out of 38.35 plots allotted up to May 1980, 2766 plot 
holders had not even submitted plans for construction. 

ANNEXURE 
(Referttd to in sub-pargraph 2 .4) 

Commodity 

Liquid cargo at oil jrtty 

Dry t:fllgo jetties 

Bulk cargo 

1978·79 
--"---·-~-- --------- -·-··-------------
Cost per tonne Rate Cost per tonne Ratt" 

Direct 

I· 57 

of ~-------- of 
Total recovery Direct 

per tonne 
Total recovery 

per tonne 

3 4 5 6 7 

(In lakhi of rupees) 
20·12 2·o4 3·Bs 19·21 

JO•U 
---- ----··-···-· 
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I 2 3 4 5 6 7 

Sugar 7·65 15'00 7•20 g·42 16·85 6·75 

Cement 8·53 15·88 4·!)5 9'34 16· 77 8·oo 

Food products 9·56 16·gl 10·81 10'39 17•82 12•00 

Wheat 9'32 !6•67 7"92 13'09 20'52 7'43 

·Guargum 8· 14 15·4g 8·64 8·72 16· 15 g·oo 

· Fertilizers (bagged) g·62 14'97 1o·8o No traffic 

Rice and barley No traffic B·g8 16·41 g·oo 

Vegetable oil (Packed) Do. 11"37 18·80 Il•70 

News print Do. 14·'l2 21·65 1o·8o 

·Soda ash. Do. g·g4 17'37 12•00 

'·Others g·s6 16•91 g·6s 12"79 20•22 12• II 

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



APPENDIX II 

Statement of Observations and Recommendations 

S. No. Para No. Ministry /Deptt. 
- concerned 

observation and Recommendations 

--------- ·--------------------------------------· 
1 z 3 --

-z·s Tvfinil>try of Shipping 
Tr?.nsport 

& 

4 

The annual handling capacity of the Kandla Port was assessed by the 
Kaul Committee (1978) at 65 lakh tonnes-30 Iakh tonnes for the cargo 
jetties and 35 Iakh tonnes for the oil jetties. In August 1979 the Ministry 
of Shipping and Traiisport rassessed the port's handling capacity at 50.5 
to 55.5 lakh tonnes i.e., 20.5 lakh tonnes for the cargo jetties and 30-35 
lakh tonnes for the oil jetties. The Committee find from the information 
now furnished that the capacity has been further reduced to 47.5 lakh 
tonnes i.e ... 17.5 lakh tonnes for cargo jetties and 30 lakh tonnes for oil 
jetties, due to the reason that only one marine unloader has been installed 
against two originally contemplated. The Ministry stated that upon a 
rational assessment' made subsequently it was found that the figure of 85 
per cent berth occupancy adopted by the Kaul Committee was not only 
considered high but also undesirable from practical considerations". The 
capacity was therefore reassessed at 75 per cent berth occupancy._ Chair-
man, Kandla Port Trust stated in evidence that 85 per cent berth occupancy 
for 300 working days "is a very high norm for the· wor.king of the Port. 
r~ is dangerous to work 'aCtually at that level of ~fficiency". The Committecj 

• - I 
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Ministry of Shipping & 
Transportj Ministry of 
Petroleum. 

were further informed that major ports ali over the world assume a berth 
occupancy of 60 per cent to ensur\! that the overall average pre-berthing 
detention period does not go beyond two to three days. Keeping in view 
the constraints of resources and the recommendations of the Major Ports 
Commission as well as the National Transport Policy Committee, the 
Ministry had determined port capacity at 75 per cent berth occupancy. 

The Committee find that the actual berth occupancy in the cargo jetties 
was as high as 90 per cent in 1978-79 and 1980-81 and 92 per cent in 
1979-80 while in the oil jetties it was 76 per cent in 1978-79, 72 per cent 
in 1979-80 and 80 per cent in 1980-81. Audit have pointed out that due 
to variQus factors like pre-berthing detention weather constraints, detention 
on account of lack of space in bulk storage sheds, absence of night naviga-
tion facilities, shortage of pilots, labour problems etc. the effective capacity 
of the port bas varied from 67 to 73 per cent in the case of cargo jetties 
and 52 to 60 per cent in the case of oil jetties. The Committee have dealt 
with the reasons for the low outtum in subsequent paragraphs of this 
Report. 

The Ministry propose to provide additional berthing facilities in tho 
current plan at an estimated cost of Rs. 41.18 crore5. The Committee 
would like to impress upon the Ministry the need to review critically tho 
various factors hindering smooth operation at the K-andla .Port and to take 
concerted measures to improve efficiency and ensure better outturn before 
taking any major investment decision. 

The Committee find that as against the installed capacity of 120 1akh 
tonnes per annum at the off shore oil terminal at V-adinar the traftic in 
crude oil actually handled amounted to as low as 13.35 lakh tonnes in 

-----.....---------, 
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1978-79, 31.01 lakh tonnes in 1979-80 and 38.56 lakh tonnes in 1980-81. 
The under-utilisation is stated to he due to less import of crude oil. This 
in turn is stated to be due to the fact that the Mathura Refinery has not yet 
been commissioned. As per the original s~hedule, the refinery was to ~ 
commissioned in. April 1978. For various reasons, the completion of ~ 
refinery has been delayed and it is now expected to go on stream in April 
1982. The Committee observe that due to the delay in the completion ot 
the Mathura Refinery the Viramgam-Mathura section of the pipeline had 
also to be delayed. The pipeline system was commissioned in March 1981 
whereas the trial run of the Mathura Refinery was carried out only in the 
first week of January, 1982. 

The Committee have been assured that with the Mathura Refinery now 
going on stream, the Single Buoy Mooring (SBM) System will be able 
to meet the full loading requirement for both the Mathura and Koyali 
Refineries by using large sized tankers for imported crude oil provided the 
night facilities of piloting are provided by the Kandla PortJ Trust autho-
rities. 

The Committee thus observe that utilisation of the large capacity built 
up at Vadinar to feed the Refineries at Mathura and Ko)lali has been very 
poor because of the inordinate delay in the commissioning of the Mathura 
refinery has been delaye dand it is now expected to go on stream in .AJni1 
cost of th~? Mathura Refinery project has escalated from Rs. 97 crores at 
1978 price level to Rs. 253.92 crores at September, 1981 price level. As 

.... .... 
Q) 
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2"23 ~1inistry ot Shipping and 
Transport 

2· 26 Ministry Ht Shipping & 
Transport /Commerce/ 
Railways. 

~----------------------------

the entire project is an integrated one, the Committee cannot but take a 
serious note of the huge escalation in cost on the one hand and non-
utilis~lli(10 o[ capacity available at Vadinar on the other, due to the consider-
able ~lippage in the schedule of completion o'f the Mathura refinery. The 
Committee expect that the Ministry of Petroleum would ensure that such 
costly delay~ are avoided. The Committee desire that the question of pro-
viding night facilities of piloting may be examined when the traffic at 
Vadinar gets augmented sufficiently to justify provision of such facilities. 

The Committee observe that a fi-.hing .ietty constructed at Kandla at 
a cost of Rs. 5. 14 Ia khs and opened to traffic in July 1965 could not 
be utilised for the intended purpose because of poor catch in the area. 
The jetty is now being utilised for berthing, weekly servicing and bunker-
ing of the port craft other than dredgers. It is proposed to extend the 
jetty at an estimated cost of Rs. 89.86 laldts to get over the operational 
difficulties in bunkering and in carrying out maintenance and repair work 
involved in double banking the port dredgers with the working ships 
at the cargo berths. The modified jetty would enable berthing of port 
dredgers with other port craft. The Committee expect that with the 
availability of a separate berth for maintenance and repair work. it 
would be possible to utili•3e the cargo bertbs to the optimum level. 

The Committee are concerned to observe that hu,ge quantity ~ 
cement--presently of the order of 3 lakh tonnes. imported annually 
through Kandla Port, is being moved entirely by road to distant desti-
nations in Rajasthan, Punjab and Haryana due to the inability of the 
Railways to provide wagons for clearance of the same. It was stated 

t-£ 
t-£ 
fO 
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2· 27 Ministry af Shipping and Trans-
porttCommerceiRailways 

2· 38 ~tinistry of Shipping & 
Transport/Agrculture 

in evidence that the Railways had expressed inability to do so since the 
cement was imported in paper bags, which they were not prepared to 
accept. The Committee have now been given to understand that the 
Railways have agreed to provide wagons in block rakes but the facility 
is still not being utilised because of the inabiilty of ·the Central Ware-
housing Corporation who ·are the handling agent of the Cement Coot-
roller, to load the cargo in block rakes, Since the movement of 
cement of distant destinations by road is 3 to 4 times costlier, the Com· 
mittee cannot view tbiG situation with equanimity. Considering the 
huge wastage of national resources involved in such movement and tha 
high cost which the consumer has ultimately to pay for this essential 
commodity, the Committee desire that the matter should be taken up by 
the Ministry of Shipping & Transport with the Ministry of Railways 
and the Ministry of Commerce at a high level with a view to sorting out 
the problems. ~ 

The Committee need hardly point out that all talk of transport co-
ordination would be meaningless unless it is ensured th'Bt commodities 
like cement, fertilizer etc. are carried by the Railways over long distances. 
The Committee expect that this matter would engage the serious atten-

- tion it deserves and an early decision taken. 

The Committee note with serious concern that the marine unloader 
berth could not be utlised to its optimum capacity of 6 lakh tone4l per annum 

t; 
0 
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because of the failure of the Ministry of Agriculture to nominate suitable 
size of vessels for handling through the marine unloader, caked condi-
tion of fertilizers making it difficult to handle, slow rate of carting etc. 
The Committee find that the actual utilization of the marine unloader 
was as low as 4.3 per cent in 1978-79, 50 per cent in 1979-80 and 54 
per cent in 1980-81. The Committee have been informed that the 
performance of the equipment is dependent on normal operation of tho 
entire system including the regular clearance of fertilizers from the 
.Port and adequate storing facilities thereof. The Committee are sur- · 
' prised to note that during 1979-80, there was no, clearance on as many 
as 104 days while the operations were affected for another 54 days due 
to 'go slow' by FCI labour. It is unfortunate that as a result of under 
utilisation of the unloader, 310 ship days were lost by way of pre-berthing 
detentions. Of these, as many as 161 days were lost due to bunching of 
ships. 

The Committee consider that this is indicative ·af the clear failure of the 
Department of Agriculture to plan the arrival of fertilizer vessels in a phased 
manner. The Committee have been informed that a standing inter-
ministerial Committee on Rationalised Distribution of Cargo has been in 
existence since February, 1978. The Committee consists of· the represen-
tatives of the Ministries of Shipping and Transport, Agriculture, Steel, 
Civil Supplies. Chemicals and Ferti1isers etc. as well as the representatives 
of the Shipping Corporation of India and the Indian National Shipowners' 
Association. It is charged with the ret.>ponsibility of planning, port-wise, 
import /export of bulk cargo with the object of utilising the capacity in the 
ports and avoiding congestion. It is surprising that despite the existence 

..... 
t.:) ..... 
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tiince 1978 of a coordinating machinery representing all the concerned 
interests, it has not been possible for the Ministry of Shipping and Trans-
port to cnsme fuJI utilisation of the capacity available at Kandla Port. 

The Commitec consider that it is neceo.:\sary to redefine and enlarge the 
role and function of the Coordinating Committee with a view to achieving 
better utilisation of the capacities at thL~ various ports. To this end, the 
question of moving more pmvcrs to the intcr-Minit-;tcrial Committee so as to 
enable it to impose, if necessary, the allocations to different ports in the 
national interests, may be examined. The Committee desire that the mat-
ter should be sorted out at a high level, say, in the Committee of Secretar-
ies and an early deck•ion taken. 

The Committee find that another important factor affecting the opera-
tions at the Port is the ~low clearance of imported cargo because of the 
inadequate availability of railway wagons both on the BG and MG railway 
system. The Committee have dealt with this aspect in a later section of 
this Report. 

So far as fertilizer traffic is concerned the Committee are distressed to 
find that the availability during the year 1979-80 averaged only 56 wagons 
(both BG and MG) against the daily quota varying from i85 to 135 wagoos. 
It has been argued on behalf of the Railways that they are required to under-
take considerable amount of empty haulage of wagons becau8e of 1he 
imbalance between the import and export traffic at Kandla. The Con:unit-

.-
~ 
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tee constder that it may be useful to associate the railways with the standing 
Interministerial Committee on Rationalised Distribution of Cargo so that a 
well coordinated plan of movement of traffic to and from the various ports, 
particularly the major ports, can be drawn up and implemented. Tbe 
Committee would therefore, like the suggestion to be examined in the 
context of enlarging the powers, scope and functions of this committee. 

The Committee observe that the share of cargo handled on private 
account at Kandla Port has increased from 1.58 lakh tonnes in 1979-80 to 
4.08 lakh tonnes in 1980-81 as a result of package of incentives offered in 
1979. Even so, it accounts for only 8 per cent of the total traffic handle,d 
during that year. The Committee have been informed that the general 
cargo traffic on private account bas not developed to the desired level 
because of lack of regular and frequent liner services from the Kndla Port t:; 
and absence of any hinterland generating such chargo since the entire area w 
contiguous to the port is commercially and industrially backward. Till 
recently, the industries located in the Kandla Free Trade Zone could not 
generate sufficient volume of general cargo traffic which acted as a disin-
centive to the liner vessels calling at the port. The Committee have, how-
ever, been informed that since November, 1981 a Soviet Shipping Comp~y 
is calling regularly at tbe port and the latest assement is that industries 
in the Kandla Free Trade Zone would generate about 700 tonnes of export 
cargo every month. The Committee were also informed in evidence that 
e.tport cargo which is a very sensitive cargo needs a very special infrastruc-
ture. The ,Private trade therefore prefem Bombay where all the facilities 
are available. 
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The Committee note with concern that the main handicap at Kandla is 
the non-availability of wagons. According to the data furnished by the 
Ministry of Shipping and Transport, the supply of wagons against the aver-
age daily indents was only 56 per cent in 1979-80, 36 per cent in 1980-81 
and 62 per cent in 1981-82 (upto December 1981). The Kaul Committee 
had pointed out that 10 lakh tonnes of export cargo from the hinterland 
of Kand.Ja is now being routed through Bombay Port and a major portion 
of this could be attracted to the Kandla Port if concession to the extent 
of 50 per cent in rail freight was given by the Railways. 'the Ministry of 
Railwa~ have agreed in principle to the .~rrant of frei~ht rebate for export 
or certain commodities on the condition that the Ministrv of Commerce or t; 
the concerned Ministries undertake to reimburse- to the Railways all the ..,. 
revenue loss on this account tol!ether with a five per cent service charge. 
Since the- augmentation of export traffic from Kandla would not only cor-
rect the imbalance between the imports and exports but would also re.Sult 
in large number of empties becoming available for the import traffic, ·the 
Committee consider that the ouestion of ,I!Tanting freight reb~te for exports 
throul!h Kandb Port needs to be comidered seriouslv. The Committee 
like the matter to be e-xamined by the Committee of Secretaries and an 
early decision taken thereon. 

The Committee would alc;o like a detRiled survev to be carr'ed out of 
the exoort carvo from th~ hinterland nf Kandla Port which is at nreSent bein~ 
routed throu~ other norte; witlJ a view to devic;inl!' w;w~ and· me~ns to 
divert such iraffic t<:' K.1n(lh, Such a 91rvey sho11ld he r.ntn.1~:tf"d !o 1~~ 
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inter-ministerial Committee on Rationalised Distribution of Cargo. The 
Ccmmittee would like to be apprised of the findings of the survey and the 
actiOn taken in pursuance thereof. 

The Committee regret to observe that the progress of 6etting up indus-
tries in the Kandla Free Trade Zone whic'h was set up as far back as in 
1965 is very tardy. So far only 60 units have started functioning. The 
activity is !'fated to have rot accelerated since 1980-81 when the exports 
increased to Rs. 25.51 crore" from Rs. 9.40 crores in the previous year. 
During 1981-82 (upto December 1981 ). the exports are stated to have 
been of the order of nearly Rs. 45 croreo; and the total exports during the 
year are expected to be of the order of Rs 60 crores. 

The Committee find that the value added to the exPorts from the Ka.ndla 
Free Trade Zone was nearly 70 per cent in t 972-73. There has been ll 

persistent decline o:;ince then and tlie figure came down to 46.28 per cent 
in t 979-80. Durin[! 1980-81 there was a 5til!ht improvement when the 
fhrure stood at 50 per cent. Durin[! 1981-82 (uryto December 1981), the 
value added wao; 48 per cent. The Committee do not see any reason why 
the units which havt> got fully stabilised bv now should not be able to show 
better results over the year". The ('ommitt~e. therefore coooider that the 
matter needs to be examined i11 !Treater d~"tail. Thr rommittee would like 
to he arlprised of the resultc. of such study nnd rem~di:ll measure" taken in 
pu~uance thereof. 

The Committee> finrl lhnt ncarlv ~5 ne'" r .. .,t or th;~ {'"ports from Kandla 
Free Trarft:- 7onc :tre mt>nnt for thr c;ovit>t {Tnion. Gnvernmt>nt have decid-
erl th:lt export~ to rn.,ee trarlinlf ,,rea" will -,....?' treated nn par with import~ 
frflm ~~n.-sral currenc'' arel1·' in order to hnhn~e th.:- t•··Hl" \vith the Soviet 
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Union particularly because of the higher imports of crude oil from that 
country. The Committee take note of the assurance given to them that the 
Ministry of Commerce as well as Kandla Free Trade Zone Board are fully 
aware of .. the need to diversify the markets for our export products to avoid 
over-dependence on any single market. The Committee would like to be 
apprised of the specific steps taken in this direction and the results achieved. 

The Committee note that prior to 1972 the Kandla Port bad a fleet of 
25 barges which was reduced to 9 by April, 1972 when the Port Trust ap-
proved the purclrase of 4 steel barges of 150 tonnes capacity each in re-
placement of 4 existing barges of 100 tonnes each at a cost of Rs. 20.73 
lakhs, based on an estimate submitted by a manufacturing company. It is 
surprising $at though the Port Trust was aware that this estimate was on 
the high side, it was 'forwarded to Government for administrative approval 
which was 1 accorded in November, 1972. Accordingly, orders for 4 barges 
at a cost of Rs. 11.90 lakhs were placed in May 1973 on the firm. The 
Committee fail to understand why the Port Trust authorities did not call 
for quotations for supplying the barges instead of banking on one particular 
firm for submitting the estimates which were found 16 be too much on the 
high side. , 

The Committee further observe that the Board approved in June 1973 
further purchase of 2 steel barges of 150 tonnes each at an estimated cost 
of Rs. 6.21 lakhs, from out of the savings in the original estimate of Rs. 
20.73 lakhs. I~ would appear that Government gave their approval ~o the 

~ 
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proposal without going into the reasons for the savingS and, as would be 
clear from the succeeding paragraphs, without even examining the justifica .. 
tion therefor. . j 

It is interesting to note that the repeat order for supply of these two 
barges was placed on the same firm in October 1973 at a cost of Rs. 5.95 
lakhs (against administrative approval to the estimate of Rs. 6.21 Jakhs) 
and again without calling for tenders. The Committee would like tO ba 
apprised of the reasons why orders for the barges were placed on the finn 
in question without calling for tenders. 

The Committee further observe that the Kandla Port Trust Authorities 
did not take action for recovery of liquidated damages amounting to Rs. 
7.08 Iakhs for the failure of the manufacturing company to adhere to the 
time schedule for supply of steel barges on· the !!round that no loSs was suf .. 
fered ~ince there was no demand for barges and that even the existing four 
barges couJd not be fully utilised. The argument is self~ontradictory for 
the apparent reason that if the existing barges were not being fully utilised, 
there was no justification to go in for new barges. In any case, there is no 
reason why such leniency should have been shown to the firm. The Com-
mittee. therefore, consider it to be a l'8pse on the part of the Port TrU'St 
authorities and would like the matter to be investigated further with a view 

"\,..· . 

to fixing responsibility. 

The Audit para reveals that the new barges were utilised only to "the ex .. 

u ,, 
~41 

J 

tent of 22 per cent till 31 March, 1 9~0. The Committee are not convinced . 
with the argument that the barges were required to maintain minimum: 
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cargo handling equipment irrespective of their 100 per cent utilisation. The 
Committee consider that while a certain amount of cushion may be neces-
sary and desirable, there is no justification for making investments in assets 
to such an extent that their acquisition becomes redundant. The Committee 
expect that such situations will be avoided. 

The Committee find that due to high cost oi operation of three tugs de-
ployed at Kandla Port during 1977-7o, 1978-79 and 1979-80, ·there were 
uncovered deficits of the order of Rs. 13.73 lakhs, Rs. 29.17 lakhs, and 
Rs. 24.90 lakhs respectively. The Ministry of Shipping and Transport have 
stated that the increase in operational expenditure was on account of revi-
sion of wages, heavy increase in the cost of fuel requiremen~s, increase in. 
general overheads, 50 per cent concession in tug hire charges for general 
cargo vessels as a part of package of incentive offered to trade for attrac .. 
ting general cargo etc. To reduce deficits, the Port Trust have decided to 
take appropriate credit in the accounts for deploying the tugs to assist the 
departmental ships in their movement. The 'fees for attendance, pulling and 
pushing have aho been revised on slab basis with effect from January, 1980. 
The hire charges for the new tug meant for exclusive use at the oil terminal 
have been fixed so as to cover all the charges and leave a surpius. At the 
same time, the Ministry have stated that it has been accepted for long that 
each service or activity may not be self-supporting. While this may be so, 
the Committee consider that periodic review of the cost of operation, ac-
tivity-wise, is essential so as to find out wbat exactly it costs to provide a 

.... 
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certain service and how the definits can be kept to the barest minimum. 
Where a service has to be provided on a subsidised basis say, in the case of 
export cargo, the extent of concession, the rationale therefor, and tbe rea-, 
sons for its continuance, should be fully gone into from time to 1.ime. 

Besides a 60 tonne gantry crane at a dry cargo jetty and a 2 tonne·crano · 
at the fishing jetty, the Kandla Port had a fl~t of 25 electric wharf cranes, 
4 mobile cranes, 7 forklifts mid 3 tractors as at the end of 1978-79. A 
mobile crane of 12.5 tonnes capacity and two 3 tonnes Cranes and 6 for-
klifts were added during 1979-80. 

The Committee find that the income derived from the operation of these 
equipments had not been adequate to meet the cost of their operation and. . 
there were deficits amounting to Rs. 24.21 lakhs in 1978-79 and·R.5. 20.05 .· 
lakbs in 1979-80. The Ministry of Shipping & Transport have informed the , 
Committee that the Port Trust had revised their rates with effect from 11 
May, 1979, and that in order to further reduce the deficit, another upward. 
revision of Pie existing rate structure after taking into account the increase 
in cost of stores, power mid wages is under active consideration of the Port 
Trust 

The Committee regret to note that the question of revising the rates for 
the services rendered has apparently been considered only after the huge 
losses have been brought to notice by audit. As stated earlier, this under-
scores the need for periodic review of the cost of various services rendered 
by the Port authorities, as well as ensuring optimum utilisation of available 
-assets. The Committee expect that the Ministry wiU be more vigilant in 
this regard in future. 

--------------------·-·-----. 
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Based on the recommendations of the Central Water and Power 

Research tation, Pune the Kandla Port Trust procured a dredger 
'Kutch Vallabh' of 2500 cubic metres capacity (in addition to an exist-
ing dredger-8D KANDLA) in January, 1976 at a cost of Rs. 705.05 
Iakhs. The total annual dredging capacity of the two dredgers was 
assessed at 26.50 and 34.30 lakh cubic metres while working at a depth 
of 14 feet and 16 feet respectively against the port's requirements of 
19 lakh cubic metres after giving due aJiowance for annual repairs, sur-
veys, dry-docking, weekly offs etc. The Committee are distressed to 
find that against the above capacity the actual dredging done by fhe two 
dredgern during 1976-77 to 1979-80 amounted to no more than 15.91, 
12.73, 15.99 and 13.94 lakh cubic metres thus resulting in an overall 
short-fall of 23 per cent for these 4 years. A$ a consequence, the 
navigable depth decreased to 4.0 metres by January, 1977 ·and to 3.7 
metres since July, 1979. The Committee note with concern that against 
410,56.5 available working houm during 1976-77 to 1979-80, pumping 
and dumping were done for 15794 hours only. Excluding the passage 
time taken from harbour to dredging grounds and back and waiting time 
for tide amounting to 9973 hours, the idle time spent by these dredgerS 
was as much as 14 798 hours. The Port Trust have stated that the 
dredgers could not be utilised to their rated capacity due to repair pe-
riods, low water layups due to tidal reasons and non-availability of dry 
dock facilities at th~ port, · 
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The Committee observe that in order to maintain the navigational 
depths in the channel, the Port Trust had to hire a dredger from the Dred-
ging Corporation of India for a period of six months from 24 April, 1981 
for which a sum of Rs. 2.50 crores had to be paid to the Corporation. 
The Committee undemtand that as many as 28 posts of marine officers. 
have been lying vacant in the Kandla Port for the last 2 112 years and all 
effortG to recruit these officers have been unsuccessful inspite of the fact 
that the posts were advertised as many as 24 times. The Port Trust au-
thorities had, therefore, proposed to grant special allowance to class I and 
II officers for working on extended shifts whereby the output would have 
been increased considerably. Since the Government did not approve the 
above proposal, the Port Trust decided to entrust the work of operation 
and maintainance of the 'Kutch Vallabh' to the Dredging Corporation of 
India who have taken it over with effect from 1 November, 1981. The 
other dredger (S. D. Kandla) would be operated in 3 shifts with the 
available staff. 

The Committee consider that the question of availability of the re-
quisite technical personnel should have been gone into in depth before 
making a heavy inveGtment of over Rs. 7 crores on a dredger which the 
Port authorities could not operate to its full capacity. The Committee 
find that even in earlier vears viz. 1972-73. 1973-74 and 1975-76 the 
Dredging Corporation of India had carried out dredging work for the Port. 
The Committee therefore, consider that the decision to purchase a new 
dredger was not quite sound. 

--- ·- ------- ·-----··---------._,.. --------
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The Committee regret that the MinistryjPort Trust authorities waited 
for as long as 2 t years to fill up the posts of marine officer!> required 
to operate the dredger. l t is most oofortunate that despite lack of res-
ponse, the proposal to grant special allowance to the existing staff for ex-
tended shifts was not agreed to. The Committee trust that Government 
would draw proper lesson from this experience so as to obviate recur-
rence of such costly mistakes. 

,-

Cause (c) of sub-section (1) of Section 29 of the Major Port Trusts 
Act, 1963. provide-s that all non-recurring expenditure -incurred by the 
Central Government or any State Government for or in connectioB witht 
the purposes of the port upto such date and declared to be capital ex- -
penditure by the Central Government shall be treated as the capital pro-
vided by the Central Government or, as the case may be, the State Govern-. 
ment to· the Board. Section 31 of the Act further provides : 

"A Board shall repay; at such intervals and on such terms and 
conditions as the Central Government may determine, the 
amount of capital provided under caluse {c) of sub-section 
{1) of Section 29 with interest at such rate as may be fixed 
by Government and such t:epayment of capital or payment 
of interest shall be deemed to be part of the expenditure ·of 
the Board." 
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The Committee find that on the date of formation of the Port Trust 
on 29 February, 1964 the capital expenditure incurred by the Central· 
Government for construction of Kandla Port amolJinted to Rs. 1878.06 
lakhs. Of thi&, the Port Trust had been exhibiting provisionally Rs. 
1655.26 lakhs as loan from Government and Rs. 222.90 lakbs as capital 
recurring expenditure 

The Committee are concerned to note that the terms and conditions . 
governing the capital debt have not been determined so far and pending= 
decision the Port Trust has been paying Rs. 15 lakhs to Govermnent 
every year towards interest on an ad hoc basis. This works out to less 
than 1 per cent on the amount exhibited as loan. It has been stated that.-
the original records relating to this decision are not available and as such· 
the basis for fixing the amount at Rs. 15 lakhs cannot be indicated. The 
Committee consider that pending a decision in the matter Government 
should have recovered interest at the prevailing rate. 

The Committee observe that besides Kandla Port, five other major 
ports viz. Visakbapatnam, Mormugao, Paradip, Tuticorin and New Man-
galore were set up after the enactment of the Major Port Trusts Act, 1963. 
In none of these cases, the capital debt has been determined so far. 
The capital involved in these six cases (including Kandla) is of the order 
of Rs. 15854.318 Iakhs. 

It was admitted in evidence that "these departmental ports which be-
came port trusts have been having the benefit practically of interest free 

------------------------------ - -- -·-·--
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capital base and to that extent figures of surplU6es which have been re--
flected in the replies given to the Hon. Committee are inflated". 

It is a matter of deep regret that even after a lapse of as many 
as 18 years since the enactment of Major Port Trusts Act which casts 
a statutory duty on the Central Government to determine the amount of 
capital provided to the portg and the interest to be paid thereon, Govern-
ment have not been able to make up their mind so far. Since the statute 
does not provide for any grant'3 and the posts are expected to function 
as commercial undertakings as a part of the transport sector,· the Com-
mittee see no 1 reason why it should not be poSGible for Government to 
come to a speedy decision in the matter. The Committee consider it 
highly regretable that the matter has been allowed to remain in a state of 
suspense far too long. The Study Group appointed by the Government 
about for years back to formulate principles for fixation of initial debt 
at the time of fOrmation of a Port Trust Board and for subseuqent major 
port projects has not met even once so far. The Committee strongly 
deprecate this apathy and desire tbat the matter should be finalised with-
out further los'3 of time. 

The Commission on Major Ports had recommended in JU'lle 1970 that 
a rate of return of not less than 12 per cent of the capital employed should 
be attained by all the major ports. The Committee are ~atified to ob-

..... 
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serve that the rate of return from Kandla Port has rise from 8.87 per 
cent in 1977-78 to 26.85 per cent in 1980-81. It has been stated that 
from 1977-78 onwards, the income has risen more sharply than the ex-
penditure due to increase in traffic from 68.15 lakh tonnes in 1977-78 
to 88.16 lakh tonnes in 1980-81. 

From an analysis of the activities of the port for the years 197<8-79 
and 1979-80, the Committee find that the surplus of Rs. 473.51 lakhs 
in 1978-79 and Rs. 436.34 lakhs in 1979-80 under the head 'Cargo 
handling' boo been offset to a considerable extent by deficits under the 
head 'Port and Dock Facilities', 'Township' and 'Railways' amooo.ting to 
Rs 178.13 lakh and Rs. 246.50 lakhs respectively during the above two 
years. Under the head 'Port and Dock Facilities' the deficits were mainly 
due to expenditure being more than income in these years in respect of 
two sub-activities viz. "~g services" and 'pilotage'. The deficits under 
'tug services' for the years 1978-79 and 1979-80 were Rs. 29.17 lakhs 
and Rs. 24.90 lakhs while the deficitG under 'Pilotage' were of the order 
of Rs. 129.62 lakhs and Rs. 170.08 lakhs in the repective years. 

Government have informed the Committee that the deficits under 'Tug 
services' were due to non-adjustment of inter-departmental charges like 
hauling of dumb barges, port craft for carrying out the repairs Of the 
navigational aids and harbour structures etc. In order to reduce the 
deficit, action has been taken from April, 1981 to provide suitable reven-
ue accrual from such inter-departmental services. 

--------------------·------------------·---------
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AG regards deficits under the head 'Pilotage' Government have stated 
that these are primarily due to the practice of booking the entire 'expendi-
ture incurred on dredging under this head in the port accounts. The 
matter was examined by a Sub-Committee set up by the Indian Ports Asso-
ciation and it has been decided (July 1981) the cost of dredgitlt should 
continue to be booked under the head 'Port and Dock Facilities'. The 
Ministry have therefore Gtated that the deficit under the head 'Pilotage' 
would continue. 

The Committee have been given to ooderstand that it is · not possible 
to make each cost centre self-supporting and that cross subsidy iS essen-
tial for development of traffic and for optimal utilisation of faciltiies. The 
Committee would like to point out that dredging is not' only a distinct 
activity but also accountG for a large chunk of expenditure. It is there-
fore, necessary that expenditure on this activity is shown under a distinct 
sub-head rather than booking the entire expenditure to the head ~Pilotage' 
in the Port accounts. The matter should, ·therefore. be examined ·and 
necessary action taken early . 

The Audit paragraph has pointed out that the surplooes in cargo 
handling at Kandla Port· were mainly due to liquid cargo ·and ·that the 
rates of recovery of various dry cargo commodities were not :even ade-
quate to meet the cost of operations. In 3 out Of 9 items in 1978-79 
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and :5 out Of 12 items in 1979-80 the recovery rates were not adequate 
even to recover the direct costs. 

The Committee were given to understand that the last major reyjsion 
of port tariffs was done in 1976 and that the Bureau of Industrial Costs 
and Prices have been asked to look into problems of all the major ports 
comprehensively and advise the Ministry about the principles oil which 
the tariffs will have to be determined. 

The Committee note that out of ten major ports, only three viz. Bombay, 
Madras and Kandla are able to meet the development expenditure from their 
own resources and that all the other ports have to have budgetary support. 
Considering that the ports have to encourage the flow of inter-national 
trade and commerce and also function on commercial lines so as to be 
economically viable, it is necessary that norms of performance are imp-
roved. It was decided at the recent conference of Port Chairman that 
they would have to achieve certain financial and operational parameters 
The Committee expect that in pursuance of this decision, precise targets 
""'ill be pre-.;cribed for each Port and the performance closely monitored. 

In this connection, the Committee would like to draw attention to the 
following recommendation of the Committee on Transport Policy and 
Coordination (1966):-

"We are Of the view that the Central Government sbould insist on 
Port Trusts specially in the larger ports, finding all the inter-
nal resources they can for development. They should also -----------------------------------
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be encouraged to Geek loans directly from the market and to 
this end they should receive the necessary support from the 
Reserve Bank of India and the Government of India. Loans 
from the Government of India should not constitute in 
the future as large a proportion of the total Port finam:es as 
may have been necessary during the period of accelerated 
development under the Five Year PlanG when substantial 
new capacities bad to be established over a short period. 
Indeed, as a matter of policy, Port Trusts should be expected 
so to manage their operations as to be able to draw at least 
part of their capital from the market." 

The Committee find that the Commission on Major PortG (June 1970) 
had also endorsed the above recommendation. 

In view of the above, the Committee consider that the question of 
allowing the major ports to augment their resources through market bor-
rowings!debentures for financing their projects of modernisation and deve-
lopment during the sixth Five Year Plan may be given serious considera-
tion. ,_.., 

Unlike some other ports, the Port railway within the Kandla Port is 
operated by the Trunk Railways. The Railways are required to sharo 
with the Port Trust the revenue realised on account of terminal charges, 
haulage charges and siding charges. 

.-w co 



50 4"54 Do. The Audit para has pointed out that therb were deficits of the ords' 
of Rs. 22.36 lakhs in 1978-79 and Rs. 27.20 lakhs in 1979-80 in thq 
operation of Port Railways. The Committee regret to observe that thO 
issue of payment of the terminal/haulage/siding charges by the Railways 
has remained undecided ever since the booking of the goods traffic started 
at Kandla Port in 1956. The Committee find that the real point of di$-
pute is the question of payment of the cost of staff quarters and allied 
buildings which were built by the Railways as deposit works at a cost of 
Rs. 23.73 lakhs. The Railways' contention is that the Port Trust sboultl 
"pay the capital cost of the line first before they can expect us ~o pa)f_ 
railway charges." Moreover, the staff were working for the Port Trust 
and as such the liability should be borne by them, as was the case with 
other Ports Trusts such as Cochin, Tuticorin etc. The Ministry of 
Shipping and Transport have on the other hand, taken the stand that the 
cost of staff quarters should be borne by the Ministry of Railways since 
these were built for their staff. The Committee consider it extremely 
unfortunate that it has not been possible for the two M"mistries to settle 
this dispute for the last as many as 26 years. The Railways could legi_. 
timately have insisted on pre-payment of the cost of staff quarters as-
required under rules prescribed for such deposit works in the .. Railway 
Manual. The Committee find that consequent upon the evidence t~n
dered before them both by the representatives of the Ministries of Shipping 
and Transport and the Railways, a joint meeting was held in February, 
1982 wherein an agreement has been reached on some of the outstanding 
issues. However, no settlement has yet been arrived at with regard to the 
capital cost of staff quarters and allied buildings though the Railways have 
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agreed to maintain the same at their cost and recover the rent from their 
staff. The committee would impress upon th two Ministries he need for 
arriving at a decision in the matter without any further delay. They would 
like to be apprised of the outcome within six months. 

The Committee observe that the question of handing over the Port 
Railways to the Ministry of Railways so that they can function as an 
integral part of the trunk railways, has been remitted to a two-man Com-
mittee consisting of the Chairman of Visakhapatnam Port Trust and an 
official from the Ministry of Railways. The Committee understand that 
the main difficulty in effecting such transfer has been the reluctance of 
the Railways to 'accept all the surplus staff presently working in the Port 
Railways. At Bombay Port alone, as many as 1600 employees are ex-
pected to become surplus. The Committee consider that in the interest 
of efficient functioning of the Port Railways and the ever increasing volume 
of traffic, it is only desirable that the Port Railways are integrated into 
the trunk system as quickly as possible. The Committee hope that the 
question of absorbing the surplus staff would be settled amicably and 
the necessary re-organisation effected without much loss of time. 

The Committee find that as on 31 March, 1980 a sum of Rs. 21.18 
lakhs was outstanding for recovery towards rent of land and buildings. This 
amount included Rs. 4.09 lakhs representing the difference between the 
rent demanded by the Port Trust for three fertilisers sheds constructed · 
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for use by the Ministry of Agriculture and the rent admitted by the.: said 
Ministry. The sheds were occupied during the period May 1971 to 
31 March 1976 and thereafter they were given to the Food Corporation 
of India by the Ministry of Agriculture. Having failed to resolve the 
dispute among themselves it was decided to remit the matter to an arbi-
trator who was appointed in February, 1980. The arbitrator's award 
is awaited. It is unfortunate that the dispute should have been allowed 
to remain unsettled for so long. The Committee hope that the arbitrator's 
award would now be expedited. \ 

The Committee were informed during evidence that most of the ports 
have undertaken special studies in specified areas such BS financial manage-
ment, accounts and stores management, workshop management, main-
tenance management etc., with a view to improving the operations. The 
ports have ruso been advised to introduce modem management practices 
in the various areas of activities. The Committee consider that the Minis-
try of Shipping and Transport should take a lead in tbe matter of intro-
ducing modem management control system in the various ports. To this 
end, it would be usPful to prepare a Central plBn for implementation in 
the major ports in the first instance where in the interest of efficient handl-
ing of the increasing volume of cargo traffic it has become imperative 
to streamline the operations. The new management practices and pro-
cedures adopted with success in one port Blso need to be brought to the 
notice of other port authorities. It is again for the Central Ministry to . 
undertake this task. The Committee therefore suggest that the Ministry . 
of Shipping and Transport should consider the feasibility of setting up 
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a special Cell ~o study this question in the light of developments in foreign 
countries and frame a central plan for introducing modem management 
practices in !]le por!S. 

( 

In this connection, the Committee would also like to point out that 
the question of giving a greater measure of autonomy to the ports with 
a view to expediting the decision making process needs to be considered 
in greater depth. The provisions of the Major Port Trusts Act should 
therefore be thoroughly reviewed and amendments 'aS may be required 
keeping in view the present day conditions, may be brought before Parlia-
ment as expeditiously as possible. 

The Committee find that an expenditure of Rs. 199.63 lakbs had 
been incurred upto 31 March, 1980 by the Kandla Port Trust on deve--
lopment of plots in the Gandbidham Township. By the end of Decem-
ber, 1981, out of 4477 plots developed, 80 plots remained lllrdllotted. 
Out of 4397 plots allotted, only 905 plot holders had completed constnK:-
tion and 277 plots were under construction. 390 allottees did not start 
construction although their plans were approved, ptans in respect of 
another 59 allottees were under consideration for approval and 2766 plot-
holders bad not even submitted their plans. 

The Ministry of Shipping 'and Transport have informed the Committee 
that the major factor which is coming in the way of contruction of houses 
in the township is the shortage of cement and steel. The Com.mitteo 
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desire that the matter skould be pursued with the State Government at a 
high level. 

Since Gandhidham is a developing township and a large number of 
industries are being set up in the private sector particularly in the Kandla 
Free Trade Zone, there is acute shortage of houses in the area. The re-
presentative of the Ministry of Works and Housing informed the Com-
mittee that if the State Government could draw up a programme for deve-
lopment of the Township under the scheme for development of .;mall and 
medium towns, Central assistance for the same might be available. The 
Committee desire that the Ministry of Shipping and Transpor~ should take 
up the matter with the State G(wcrnm~nt without delay. 

In tact, the Committee do not see any reason why the Kandla Port 
Trust should continue to bear the responsibility for development of the 
Gandhidham township any longer. The matter should therefore be taken 
up with the State Government and an early decision taken. 

The Committee note that the work of preparation of the proforma 
ac:ounts of the project after 197 5-7 6 was considerably delayed and in 
fact it -was only after the matter was raised by Audit that the '\vork was 
taken in hand. The Committee urge that the accounts should henceforth 
be prepared concurrently. 

The Committee find that the que5tion or tr::ms'ferring to the State 
Government the water supply scheme in Kandla/Gandhidham area, on 
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which the Port Trust have been incurring losses from year to ye-ar, has 
been a matter of prolonged negotiations. As a sequel to the discussions 
held by the Study Group of the Committee with the State authorities, it has 
now been po3sible for the Port Trust to finalise the matter and the transfer 
would take effect from I April, 1982, subject to formal Government 
approval ::md ~rtain modalities to be finalised before that date. The Com-
mittee expect that there wo~ld be no further hitch in the matter. 
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