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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having 
been authorised by the Committee to present the Report on their 
behalf, present this Sixty-Sixth Report on the Indian Oil Corporll-
tion (Pipelines Division). 

2. This Report is based on the examination of the working of 
Indian on C01"p()ration upto the year 1969. 

3. The Committee took evidence of the representatives of the 
Indian Oil Corporation on the 20th and 21st August, 1969 and the 
Ministry of Petroleum & Chemicals and Mines and Metals (Depart-
ment of Petroleum) on the 3rd September, 1969. 

4. The material relating to the Indian Oil Corporation (Pipe-
lines Division) was processed at various stages by the Study Group 
III on Electronics, Petroleum and Oil Undertakings of the Com-
mittee. 

5. The Report was considered by the Committee on the 22ud 
and 24th April, 1970 and adopted on the 27th Apri'l, 1970. 

6. The Committee wish to express their thanks to the officers of 
the Ministry of Petroleum & Chemicals and Mines and Metals (De-
partment of Petroleum and Chemicals) and the Indian Oil Corpora-
tion for placing before them the material and information that they 
wanted in connection with their examination. I 

NEW DELHI; 
April 29, 1970. 
vaisQkha 9, 1892-(S). 

M. B. RANA, 
Chairman, 

Committee on Public Undertaking •• 

(vii) 



I 
HISTORICAL BACKGROUND 

At the time of construction of the Gauhati Refinery in 1961, it 
was estimated that bulk of its production would have to be trans-
ported outside Assam. In addition, a small consignment from the 
Digboi Refinery was also expected to be transported. In order to 
ensure economic and reliable transportation of these quantities, 
Government sanctioned a project study for the construction of a 
pipeline between Gauhati and Siliguri. A similar study was made 
in 1962 of the requirements of transportation of the products of the 
Barauni Refinery towards Calcutta as well as towards Delhi. Even-
tually the Gauhati-Siliguri pipeline was sanctioned by Government 
in October, 1962, and the Haldia-Barauni-Kanpur pipeline in July, 
1963. 

1.2. In June, 1962, Government decided that the Indian Refine-
ries Ltd., (since merged with the Indian Oil Corporation Ltd. which 
was at that time responsible for constructing and running the Gau-
hati and Barauni Refineries) would also be responsible for under-
taking the Gauhati-Siliguri Pipeline Project. A similar decision 
was taken in October, 1962 in respect of the proposed Baraunl-
Delhi and Barauni-Calcutta Pipeline Project. In the beginning of 
] 962, the project planning reached an advanced stage and a Gene-
ral Manager was appointed to look after these projects. He was on 
the strength of Indian Refineries Limited. 

1.3. On the 1st of September, 1964, the Indian Refineries Ltd., 
was amalgamated with the Indian Oil Company Ltd., which was 
renamed as the Indian Oil Corporation Ltd., with two Divisions, 
namely Refineries Division and Marketing Division. The Pipeline 
Projects formed a part of the Refineries Division. However, on the 
11 th March, 1965 three separate Divisions-Refineries, Marketing 
and Pipelines were created. The Refineries and the Market.lng 
Division were to be looked after each by a separate Managing 
Director. The Pipelines Division was put under the charge of a 
separate Director-in-charge. The Pipelines Division was to be res-
ponsible for the construction, maintenance and operation of pro-
duct pipelines. 

1.4. The Koyali.·Abmedabad products Pipeline was constructed 
by the Italian firm Snam-Saipern under the supervision of the Pipe-
lines Division. The Pipeline was originaUy assigned to the on 
and Natural Gas Commission. Government of 1ndia subsequently 
decided to transfer the ownership of the pipeline to the Indian OU 
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Corporation Ltd., (Pipelines Division). *The pipeline was held (in 
leaae and formal transfer of th, ownership was expected to take 
place with effect from 1st July, 1968. 

1.5. In their Thirty-Sixth Report (Third Lok Sabha) the Com-
mittee on Public Undertakings had recommended as follows: . 

"The CoJllmittee, however, found that the Pipelines Division 
had its fuU-fledged office with its own Financial Control-
ler. Administration Department, Accounts Department 
etc. apart from the Technical Departments and Oftlcen.. 
The Committee wonder whether there has been any de-
finite advantage in effecting the separation of the Divi-
sion. It has certainly added to the overhead expenditure 
That there haa been lack of coordination between this 
Division and the Marketing Division is only too obvious. 
It is only now that the coordination meetings have been 
taking place at whkh the Pipelines Division is represent-
ed. The product pipelines are managed by the Pipelines 
Division and monetary transactions between the Pipe-
lines Division and Marketing Division entail several ac-
counttng procedures and accounts staff. The Committee 
do not consider that this has ]ed to efliciency and econo-
my. It should be examined whether the Division could 
be amalgamated with either the Refineries Division or the 
Markettng Division." 

In their Action Taken Report-Twenty-Fourth Report (Fourth 
Lok Sabha) , of the Committee on Public Undertakings the Gov-
emment haw stated as follows:-

"Government agree with the recomttumciation that the Pipe-
Unes Division may be merged with OIle of the two Divi-
aicma. namely Re6Deries and Marketing of the Indian ,-
Oil Corporation Ltd. .. 

On 16th February, 1968, the Government 01 ladia intimated 
their declalOil regarding the abolition of the Pipelines Division with 
effect from 23td February, 1968 with the result that the work ill 
the Pipeline Division was entrusted to the Managing Director (Re-
fineries Division) from the same date pending final arranc!-
menta. 

'"The permanent set-up 01 Pipelines organisation h..sin~ 
been ftnalised by the Board of Directors. Pipelines main-
tain a separa~ ~tity within the ReftDeries Division." 

_, ......... ..- ... ~ ........ __ ._-<0._ .. _~ __ .. _",_. __ . ___ .. __ ~_",. _____ ~. ___ .. 
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1.6. An independent examination of the Pipelines Division of the 

Indian Oil Corporation Ltd has not been done either by the Esti-
mates Committee or the Committee on Public Undertakings. But 
the working of the Indian Oil Corporation Ltd., and erstwhile Indian 
Refineries Ltd. had been examined by the Committee on Public 
Undertakings in 1966-67 and their recommendationslobservations 
are contained in their Thirty-fifth and Thirty-sixth Reports, (Third 
Lok Sabha). The replies furnished by the Government indicating 
the action taken by them on the recommendations contained in the 
Reports were considered by the Committee on Public' Undertakings 
in 1968-69 and Reports thereon (Twenty-fourth and Thirty-ninth 
(Fourth Lok Sabha) were submitted to the House. 



D 
GAUHATI SILIGURI PIPELINE 

The main features, working in financial and physical terms, 
Organlaatlonal and other related matters of Gaubati-Sillguri Pipe-
line are Jiven below: -_ .. _,------ ---- -------.-- ----------- ----

(i) Construction Contractors 

(ii) Desilll Engineers and overall 
Supervisors 

tiii) Date of commencement of 
construction 

(iv) Target date of completion . 
Cv) Actual date of completion 

. SNAM-SAlPEM 
Subsidiary of State owned Ita-

lian Co ENI. 
BBCHTEL CORPORATION 

OP USA 

1-3-1963 
31-8-1964 

24-10-1964 
(vi) Lenlth and inner diameter of 

pipeline' • • . . 426 'Km.--8" 
(vii) Actual installed capacity . 

(viii) Protect Caet : 

480,000 M. Tonnes per ~r 
(Since increased to S59,000 M. 

Tonnes per year ). 

Oriaina! estimates . RI. 6so Lakhs 

• Final Estimates RI. 775 38 Lakhs increue.:l to 
Rs. 8.47 38 Lakhs due to 

devaluation. 

2.2. The maintenance of the pipeline is being done by Messrs. Oil 
Inc:Ua lJm1ted. as thta line has also been laid on the common Right-
of-Way with their 011 crude oil line at an agreed rate of service 
eharge. 

2.3. The system provides for reverse flow facllities also, le., in 
ease it is necessary to carry products from SiJiguri to GauhaU, it 
can be done. 

f 
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W O1'king oj the Pipeline 

2.4. The Pipeline was commissioned in October 1964. During the 
last 4 years, a total of about 15.8 lakhs metric tonnes of petroleum 
products have been transported from the Gaubati Refinery to Siliguri 
terminal. The year-wise and product-wise break-up as well as the 
number of working days during the last 4 years was as follows:-

(figures in m. t.) 

1966-67 1967-68 1968-69 
------------------

Motor spirit 135,204 128,793 130,244 
Inferior Kerosene • 
Superior Kerosene· 
HS.D .. 

41,024 

170.344 

50,350 48,859 
6.904 

157,322 170. 051 
Diesel Oil 16,056 62,372 51,350 
IMJlCX 9.292 31,310 5,~44 

TOTAL 371,920 436.951 406,148 

279 No. of days worked : 274 ---------------'---- 324- 294 ---.--.-

Percentage of Utilisation 

2.5. The percentage of utilisation during Jast three years was as 
follows: 

2.6. The main factors affecting the utilisation of the pipeline are-

1965-66 76.2 
1966-67 76.6 

1967-68 91 4 

1968-b9 84. 6 

(a) the availability of products from the Refinery which in 
turn depends upon the capacity of the Refinery, and 

(b) off-take at the Siliguri terminal by the Marketing Division, 
in respect of both quantity and regularity. 
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2.7. The financial results of the working of the pipeline are given 
below: 

Income 1966-67 1961-68 -------------------------
freight recovery erom 

Marketins Division 106 8b 112 49 

MitCcUa' 'COUlt 0 J 3 o 07 0.21 o 13 

TOTAL 106.99 133 08 137 49 

Operatina expenK'1l 
including deprecia-
tion .• 84.98 92 98 9O.t>J 81·07 -----------------------------NET PJtopJT. 23.01 19·70 42 47 S6.42 

Return on 'Invett-
ment (Equity) after 
providinB for dep-
redation (Equi-
ty) is Rs. 3So 
laths 6.47% 12 13% 16.12% 

2.B. D\lring the following two years. the proftt are expected to be 
as follows: 

Ycar 

1970-71 

(Rs. in JIlkhs) 

56 32 ·Subject to adjustment 
on fiDaJisation of accounts. 

63 45 A& per bud&et Estimates. 

2.9 In April. 1961 the Indian Refineries Ltd., requested Burmah 
on Company (Pipelines) to ptepafe a preliminary study for a pipe-
line from Gauhati Refinery to Siligurl. Accordingly B.O.C. (Pipe-
llnetl) submitted a preliminary Project AaSCS"'7'eDt. Salient features 
of thia ltudy were: 

Conatn4ctioR Daigft Delta: The Study assumed the length of 
pipeline to be !SO mila of "IS" O.D. pipe size initially 
capable of transporting 3,00,000 M. ToImes of products per 
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annum from Gauhati to Siliguri. One pump station 
having two pumps of 100 Hydraulic Horse Powers each 
was considered adequate for the above throughput. 

Ca.pital Costs: Considering that the pipe required would be 
available from Rourkela Steel Plant, the study envisaged 
the total capital cost of the pipeline as Rs. 600 lakbs includ-
ing a foreign exchange element of Rs. 200 lakbs. 

Annual Operating Costs: The operating costs were considered 
as Rs. 10.08 lakhs per annum. These costs, however, did 
not include depreciation finanee and administrative charges. 

2.10. Based on the above cost estimates and the operating costs, 
the cost of transporting the products by pipeline from Gauhati to 
Siliguri was considered as Rs. 11 per tonnes as against the corres-
ponding Railway freight of Rs. 28 per tonne which could be reduced 
to say as. 25 per tonne on long distance traffic. 

2.11. Later, in order to get a clear idea of the scheme a detailed 
study in the form of a Project Report was got prepared by Mis. 
Bechtel Corporation of U.S.A. 

2.12. In reply to a Committee's question, it has been stated that 
Mis. Bechtels were introduced to the Indian Refineries Ltd. for the 
first time for the preparation of the project Report for Gauhati-
Siliguri pipeline. In reply to another question as to bQ'w Bechtels 
were given the contracts, the Ministry have furnished the following 
extract from the Minutes of the meeting of the Board of Directors 
held on 3-7-1961:-

" .. .. As regards the consultants for the preparation of the 
project report, Managing Director stated that there were 
three parties in view namely ENI of Italy, Bechtels Cor-
poration of the USA and John Brown of the U.K. 

The Bechtels Corporation have already worked in that area 
in 1965 and they recently indicated that they can prepare 
a report in about 4 to 6 weeks ... In a recent telegram the 
Corporation have indicated the possibility of reducing the 
cost of the Project study and they' may be able to 
persuade the World Bank or other agencies in the USA 
over the question of financing of the foreign exchangp. 
component of the project cost if we entrust to them the 
preparation of the project report." 

2.13. The Ministry has further stated that-

"In the light of the. foregoing the Board felt that in order to 
get a realistic pict;.lre on all the techno-economic issues it 
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wu necesaa.ry 10 obtain a project report and for this 
purpoae the Bechtel Corporation may be entrusted with 
the work if the ENI credit is not forthcoming and subject 
further to the condition that a reduction in fee and other 
favourable tenns can be secured." 

2.14. The Ministry have further stated "At the meeting of the 
Board of Directors held on 10-10-1961 it was decided to carry nego-
Uattons with &chtels Corporation for their undertaking the techno-
economic ltudy. The relevant extract from the minutes of this 
meeting is reproduced below: 

"Managing Director reported that the Government have since 
concurred in the proposal of tRL undertaking a techno-
economic study of the product pipeline between Noonmati 
and Sillguri and sanctioned a foreign exchange not ex-
ceeding Rs. ~O,OOO for this purpose. From this discussion 
with the Government we understood that credit from ENI 
for this study and project ia not aVailable. Therefore, 
the alternative was to obtain this techno-economie study 
from Bechtel Corporation of U.S.A. He, therefore, sought 
the Board'. approval to carryon negotiations with Bech-
tel Corporation for their undertaking the techno-econo-
mie study within the ceiling fixed by the Government. 
The Board approved of this," 

2.15. MetarS Bechtel Corporation of U.S.A. were entrusted to pre-
pare a feasibility Report on the Gauhati-Siliguri Products Pipeline 
at a total fee of Rs. one lakh-half of it being in foreign exchange. 

2.16. In reply to a query it has been stated that the Board of 
Directors of Indian Refineries Ltd. recommended Bechtel as they 
had aome years before carried out certain preliminary studies on 
such project for the Assam Oil Company and appeared to be in a 
position to prepare the report. as envisaged within a period of four 
to six weeks. The Government's approval w the appointment of the 
flrm as consultants for the preparation of the Project report was 
received on the 1st December. 1961. 

2.17. The Project Report was submitted in February. 1962. A 
summary of the same was sent to Govenmtent on April. 16, 1961 
along with a request tor sanction of the project. The pipeline project 
was expeeted to cost Rs. 600 lakhs. It was also pointed out that 
IUbjed to approval being obtained by June, 1962 the pipeline could 
be commissioned by June, 1963. 

2.18. Bechtels also reported on the estimated throughput and 
revenue for the period 1963 to 1972. According to that forecast, the 
throughput wu to start with 457,000 tonnes in 1963, and decrease to 
322,000 toMes by 19'72 making a total of 3,895,000 tonnes for 10 
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years. The gross revenue ea.ned for the same period was to be 
Rs. 1596 lakhs. After deduction of operating costs, interest on debts 
and amortization of loan, the net earning before taxes for the ten 
year period was expected to be Rs. 564 lakhs. An increase in 
throughput of 200,000 tonnes per year was envisaged from 1966 on 
the basis of the proposed increase in the capacity of the Gauhati 
Refinery from 0.75 million tonnes to 1.25 million tonnes per year. 

2.19. The Government of India conveyed their approval on 5-10-62 
t.'ide their letter No. 31!6i62-0NG dated 5-10-62 to the Managing 
Director Indian Refineries Ltd. Which stated as follows:-

"I am also directed to convey the approval of the President to 
the Indian Refineries Ltd's proposal to entrust Bechtel 
Corporation Ltd. of USA with the design, engineering and 
the management of the prGject at a total cost of Rs. 41.20 
lakhs (Rupees ,forty one lakh twenty thousand only) in-
cluding foreiga exchange 1:Ost of Rs. 18.21 lakhs (Rupees 
eighteen lakht; ·twenty one thousand only)". 

2.20. The Ministry have stated "Whilst the study report was 
awaited, it was considered fbat the process involved in the examina-
tion of the report and i·n the receipt of Government's sanction for the 
'Project was time consuming and therefore, it was recommended that 
Bechtel Corporation be commissioned to undertake the designing of 
the pipeline project, preparation of tender documents etc., so that 
a start on the execution of the work could be made in the winter 
months." 

2.21. The Ministry have further stated, "Bechtels were, therefore, 
apparently given tbe contract for design and engineering manage-
ment for the Gaubati-Sillguri Pipeline primarily because of the e,r-
-perience tbat they had in that area." 

2.22. The Committee pointing out that while approving the 
appointment of Bechtel Corporation for preparation of feasibility 
study in April, 1962, Government had stated that no other contract 
'Should be given to that finn without inviting global tenders and 
ulced whether global tenders were invited before Bechtel Corpora-
tion was awarded the subsequent contract for Design Engineering 
and Supervision. The Ministry have in reply stated:-

"In acoordance with the resolution passed by the Board of 
Directors at their meeting held on 27th February 1962 the 
Su~mmittee of Directors met on 8th and 15th April, 

1155 (Aii)LS-2. 
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1962, to consider the Pl'Oject report submitted by Mis. 
Bechtel Corporation of U.S.A. for the Gauhati-Siliguri Pro-
ject. In the minutes of the meeting of the sub-Com-
mittee the following was inter clio r~rded: 

" .... The Sub-Committee also went into the question of the 
tees demanded by the consultants in the eveAt of their 
being engaged in the management of the construc-
tion, testing and commissioning work of the pipeline. 
and the guarantees offered by them. Managing Director 
mentioned that the question of fees asked by Bechtel 
Corporation for th"jr services rppresented abc,>ut 8 per 
cent of the total cost of the Project. As against this, 
the fees being <.:harged by BOC (Pipelines) for similal' 
services on the cntde oil pipeline represented about 7 
per cent of the total capital cost of the project (BOC 
Pipelines fees were Rs 3.13 crorl'!ol on a total capital of 
RI. 43.79 crores). On this basis there appeared to be a 
case for asking Bechtel Corporation to reduce their fees 
to 7 per cent. The Sub..committee agreed with this 
view and requested the Managing Director to negotiate 
this potnt with the representatives of Bechtel Corpora-
tion.!' 

" .... In the light of the preceding discussion the sub-com-
mittee took the view that the scheme as recommended 
by MIs, Bechtel Corporation of U.S.A. should be approved 
and ~nt to Government for acceptance .... " 

...... the sub-Committee authorised the Managing Director 
to approach the Government for sanction to the follow-
ing: 

(i) Project being undertaken at a total estimated cost of 
Its. 6 crol'8 of which the Forei~ Exch~ge component 
will be Ra. 1.3 c.rores. 

(U) Bechtel Corporation ~ing ent~ted with the design 
engineering 1!n~ managemen.t pf the Project the 
remuneration payable being:-

(6) the reimbursable expel\l!le$ fw' aU services rendered 
outside U.S.A. at Rs. 19.15 lakhs of which 32 per cent 
wiD be ~y~ble in Dollars; and 

(b) for services rendered outside India and towards fee 
for Betcllels know-how servic:es etc., a sum not ex-
ceecItn& Rs. 27.~ lakhs of wbleb. 43 per cent will be 
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payable in Doll~ (M.D. will endeavour by nego-
tiation with Bechtel to secure a reduction in the 
amount of this fee by about Rs. 6Iakhs):t 

It has been further stated: 

"The Board was apprised of the above decisions of 
the sub-committee at the meeting held on 28th 
May. 1962 and was also informed that Bechtel 
Corporation had since agreed to the reduction of 
Rs. 6 lakhs in their quotation for engineering ~er
vices and management. At this meeting one 
of the Directors suggested that it might be uscful 
to call for tenders for engineering and manage-
ment services in order to verify the reasonable-
ness of the offer made by Bechtel Corporation 
particularly as some delay appeal'cd inevitab1e in 
deciding the question of the product pipeline 
crossing the rail bridges. The Managing Director 
stated that a decision about the use of railway 
bridges was expected to be taken soon or alterna-
tive arrangements for independent crossing 
would be made. He also stated that in any case, 
as the Bechtel Corporation's offer compared quite 
favourably with the similar jobs executed else-
where and offers received for other jobs the 
calling of tenders at that stage would merely' 
delay the project. The Board noted this clarifica-
tion' and observed that a decision had already 
been taken by the sub-committee of DiredoIs 
empowered to deal with the matter." 

2.23. The Government of India approved the Gauhati Siliguri 
Products Pipeline Project in October, 1962 and conveyed their inten-
ticm to include this project in the Government of India ENI Credit 
Agreement of August, 19tH. It has been stated that ENI were agree-
able to do the entire construction of the Project under the Credit 
Agreement concluded with the Government of India in 1961. Under 
the Agreement it was open to IRL either to advertise ~nd invite 
global tender or to negotiate with ENl It is stated that if adver-
tising were resorted to, there was no certainty that any other party 
would come forward with better terms than the one which EN! 
might ofter in the context of the fact that M:s. Snam .. Saipem of 
Italy in collaboration with Mis. Mannesmannsaipn of Germany had 
already constructec:l the crude oil pipeline from Naharkatiya to 
Barauni for Oil India. They besitle$ the requisite experience and 
knowledge of the terrain of the route possessed the necessary const-
ruction equipment in Indja which eould be immediately switched 
over to the Gauhati-Siliguri pipeline project if the work was· en-
trusted to ENL 



12 
2.24. It was, therefore, felt by I.RL. that it would be expeditious 

and economical if the work was entrusted to E.N.I. after negotiating 
a turn-key contract with them with the assistance of Mis. Bechtel 
Corporation who had already been entrusted with the design engi-
neering and the management of the project with the approval of the 
Government. The rates offered by Snam-Saipem for construction 
of the project and supply of imported material were carefully check-
ed with reference to the charges earlier contracted for by Oil India 
Ltd. for their crude oil pipeline after receiving global tenders and 
the final offer of Snam-Saipem was considered as reasonable. 

2.25. Accordingly, with the assistance of Bechtel Corporation nego-
tiations started with the ENI and the construction contract was 
awarded to Snam-Saipem (belonging to EN! group of Italy) on the 
15th January, 1963. The construction started on 1st March, 1963 and 
completed on all essential points by 31st August, 1964. Thus the 
time taken for completion of the Gauhati-SiUguri pipeline, which is 
about 426 Km. long. was little over I! years. Due to difficulties en-
countered with certain imported equipment during testing and start 
up, actual pumping tests could be undertaken only on the 15th Octo-
ber, 1964, and regular operations started on the 25th October, 1964, 
with the pumping of motor spirit. 

2.26. In reply to the Committee's query as to what were the basis 
for not inviting global tenders for the construction of pipelines and 
who was responsible for it, the Chairman, IOC stated that in respect 
of the Gauhati-Siliguri Pipeline, they had decided to entrust the 
'Work to the party who had experience and the knowledge of the 
terrain of the route. The Chairman added, "In the Agreement con-
cluded with the Government of India in 1961, it is open to the Indian 
Refineries Ltd. (IRL) either to advertise and invite global tenders 
or to' negotiate with an Italian firm E.N.!. The process of advertising 
is time consuming and even after advertising it is not certain that 
nny party will come forward with better terms than one which ENI 
may offer." 

2.27. He added, that "Mls. Saipem of Italy in collaboration with 
M's. Mannesmann of Germany have already constructed the crude 
oil pipeline from Naharkaitya to Barauni and they have, therefore, 
the advantage of necessary experience and knowledge of the terrain 
of the route, besides possessing the necessary construction equipment 
in India, which could immediately be switched over to G.S. pipeline 
project, if the work was entrusted to E.N.t." From this point of 
view "it is considered that it will be expeditious and economical if 
the work is entrusted to E.N.!." 

2.28. The matter was also referred to the Board of Directors, 
wherein it was proposed to negotiate the turnkey contract with EN! 
for the construction of the product pipeline from Gaubati to Siliguri 
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with the assistance of Mis. Bechtel Corporation of USA, who would 
also be respon.:;ible for designing, engineering and the management 
of the project. 

2.29. The Committee find that there were three reasons mentioned 
at the meeting of the Board of Directors of Indian Refineries Ltd. 
of 3rd July, 1961, for preferring Bechtels to EN! of Italy and John 
Brown of U.K., for the preparation of the Project Report. 

First that Bechtels had worked in the area in 1955. Secondly that 
Bechtels would prepare the Project Report in about 4 to 6 weeks and 
finally they might be able to "persuade the World Bank or other 
agencies in the USA on the question of financing the foreign exchange 
component of the Project". The Board of Directors had, however. 
dearly directed that Bechtels might be entrusted with the work "if 
the EN! credit is not forthcoming." 

2.30. The Committee would, therefore, like to take up first the 11011-
availability of EN! credit. The Minutes of the meeting of the Board 
of Directors held on 10th October, 1961, show that the Managing 
Director reported that "from his discussions with the Government, 
we understood that credit from ENI for this study and Project is 
not available." 

In this connection, the Committee would like to recall that the 
agreement with the EN! for foreign credit was concluded by the 
Government of India in August, 1961, and it was Government's inten-
tion to utilise it for Pipeline Projects also. It stands to reason that 
if the credit was available for the Project costing over Rs. 6 crores 
as a whole, it should have been possible to accommodate an expendi-
ture of a few lakhs which would have been incurred on the prepara-
tion of the Project Report. 

I<'urther, it was obviously in the interest of Snam Saipem (belong-
ing to ENI Group) to prepare the Project Report, which would have 
greatly facUitated the execution of the Project by them. 

2.31. Even if for the sake of argument, it is assumed that ENI cre-
dit was not available for preparation of the Project Report, the Com-
mittee are unable to understand how Bechtels could be singled out' 
for being entrusted with this work, specially when it is on r~t«d·, 
in the Minutes of the meeting of the Board of Directors of 3r.t: JUty i I 

1961, that "there were three parties in view namely ENlof~lfaly;1 
Bechtels Corporation of the USA and John Brown of ~!~' UENL 
credit was not available, it only meant that ENI might, .. ''be-gWeIi' 
the projects straightway in preference to othersrrbul" .... coatd~itr. 
be construed as doing away with the need for calling of ofleri irbml i 
experience'll undertakings of national and international standing 
which were evincing keen interest in tlae'·.PrO'jed~'''T·-' .; 'T .:'~:.~~ 
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2.32. The (:Oblmittee are not inclined to give mu~h weight to the 
experience tlairned by BeehteIs as it related to 1955 (6 years earlier). 
Jf experience 'us the criteria. the Committe'.:' could understabd the 
work of preparation of tbe Project Report being entrusted to B.O.C., 
wlto had .,n,lier prepared preliminary Projeet Report for this Pipe-
line and Wi',., Rdlvely associated about this time as technical super-
vlllOl's with a bigger pipeline project for carrying crude oil frOID 
Naharllatiya to Bareual. and who bad also experience of dealiilg 
with Snam, the contractors who were ultimately cuuld understand the 
execution fIf tbe Project. 

%.33. Another aduatale tlaimed for Bechtels is that tht'\" ""ould 
"Prepare • Report in .bout 4 to 6 weeks." The Committee' are not 
uble to attach much ImportaMe to this elaim al in adnal fatt the 
'ime laken for concluding the a,reementwith JJeehtels for pre"aring 
too Project Report after their name was first mooted in the Board 
meeting of 3rd July, lMl, amOunted to nearly 5 months (the agne-
.nent wall ('oncludtod Grlty in Detnnber. 1961). 

2.34. A. regards the claim that Bechtel. mi,ht be able to 4,persu_ 
ade tbe World Blink or atht'r aJ{enrit''I in the USA on the question of 
ftnanelDl of the foreign exchan,e component of tbe Project", the 
Committee ntu~d only point out that in artual fact tbe Corporation! 
Government dended not to ~all for ....,ba1 tenders, arid entrusted 
tile Pro~t to SbaknSalpem (belollllnir to EN! Iroup) to be 6na.nced 
from ENI n'fdlt, a,reemeht ftit whleh had already been concluded 
in AUPllt. 1981 t,e, tbtl, mondi!! bt"fote .chteo1s were formall,· com-
mi!lmonM for the Project Report. . 

2.35, The Conllnittee are unable to .c~ept tbai ENt uedit was not 
availablt' (or the Project study in October. liMn. for (bey find that 
Gonrnmt'nt bad infonned the ladian Refineries Ltd. on 11th Octo-
ber. t961, tbat the Projed Repol't for Barauni-Calcutta, Barauni-
Delhi--" billet pipeline----had been entrusted to Suam Pl'OIetti (be· 
''lna:inK to ENI group). If. therefore. tbe Projed study of a bigger 
"ipelineo projed could be entrusted to Snam Progetti (belonginl to 
F..N1 pup) by Government at that time-October, IN1-the Com-
mittl'(! are unable to undcr~tand how India:l Re8neries Ltd./Gov-
e ...... t could penaadethMnsetlves to e.tnast tM Project sba., of 
G._.SHi,url pipetm~ to .... htel" to the exclusioD of others. All 
the ,;)AcJWdcm of khtels in the pip.liDe pl"O)ed OIl UJlfoUndetl 
dMlhdj fiaji 1M to _n .... ttOntpHr.fiOJi, later ill fJdt aN R ...... 
o. •• \.«*-"*,,, '.ppellne proi~t. the Contmittee R1lftOt tmt take 
Illt*'- t'itJwio/!.ibJ. hll",.. of IlILlGennunent to iJIp tile nifsfllRf 
ill',tJtt .... ,. , 

::.-it;"flG',.1 tf~{::'f~~!,:~, -~,~~\-~~ ~~ 

2.36. The ComnfttuO'."tn'eft'more ,uaied by the dedsioDS .r 
IRL!Governmeat to appomt Bechtels as design encineen and OVeI'-
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aU supervisers for this pipeUne and pay ~htels as much as Rs. 51.26 
lakhs in rupees (Ineludes as. 22.48 lakhs as Income Tax liability) 
and %.86 lakhs dollars (Rs. 13.63 lakhs). 

2.37. The COlr.mittee note that one of the Directors of IRL had 
point~d out at the Board meeting held on 28th May, 1962, that it 
might be useful to call for tenders for engineering *nd mtlnllgement 
sen'ices in (!rder to verif~ the reasonableness of the ofter made by 
Bechtel Corporation." The Committee are unable to appredate how 
this reasonable proposition was talked out of hand on the ground 
that "Beehtel Corporation's offer compared tluite favout-ably with 
similar jobs executed elsewhere and offers received for oUter jobs". 
and "the calling of tenders at that stage would merely delay thel 
Projec:t". It is also on reeord that the Board noted "this clarification" 
and observed that "a dec:ision had already been taken by th" Sub-
committee of Directors empowered to deal with the matter." 

2.38. The Committee are unable to appreciate how tbe Board of 
Diredors could allow an issue which involved payment of nearly 
half a crore of rupees to be peremptorily taken out of their purview 
and considered ju.dgment merely because they had asked a Sub-
~mmittee of their own Directors to go into the matter. 

The Committee Ilre bafnect how a pllirt of a directing body could 
dictate in this manner to the pat~ht body to the detriment of public 
interest. 

2.39. l\loreo\'er. the daim that the offer of Bechtels "compared 
quite favourably with ~imilar jobs exeeuted elsewhere and offers 
reeeh'ed for other jobs" is open to question. It is on record that 
BOC pipelines fees for Saharkatiya-Barauni pipeline amounted to 
about 7 per cent of the capital cost. At the relevant time, the esti. 
mate of capital cost of Gauhati-Siliguri pipeline was Rs. 6 crores 
while the amount paid to Bechtels has worked out to as. 51.26 lakhs 
in rupees (Includes Ks. 22.48 lakhs as Income Tax liability) and 2.86 
lakhs in doHar-; (Rs. 13.63 lakhs) which would wor out to 10.81 pel' 
cent. a much higher percentage than 7 per cent. 

2.40. The Ccmmittee would also like to point out that Government 
sanction (vide letter No. 31 662-0NG dated the 5th October, 1962) 
was for the IRL proposal to entrust Bechtels with "the de~jgn engi-
neering and the management of tbe Project" at a total cost of Rs. 41.20 
lakhs induding foreign exchange cost of &. 18.21 lakhs." The C!'m-
mitt_ wou.d liJce Government to verify whether payment ?n excess 
or their sanction was made, and if so, by whom and on what au tho. 
rit,', and fix res!)Onsibility for the lapse. 

2.41. To conclude, the Comm;ttee Bl'e not able to appreciate the 
reasons why Indian Refineries LtcL/Go\'emment did not invite offen 
for undertakinc engineering and supervision work from several. 
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well-known experienced parties of national and internanoaal sland-
in, before fav01l1'iDl Bechtels with the assipments on rates whieb 
proved to be far from competitive and without any cammensurate: 
beneftt. 

2.42. The Committee are also not able to appreciate why Indian. 
Refineries Ltd.IGovemment did not call for ,Iobal tenders for execu-
tiOD of the Project .pecially wbeD the ENI credit which was ulti-
mately avaUed of for the Project contained a specific: provision t .... 
the efted that laL could "advertise and invite global tenders". 
While the Committee appreciate that Snam Saipem had the experi-
ence and knowleqe of terrain, it wonld not have been 1UlI'eUOnabJe. 
to expect that Snam SaiPt"m would have oftered even more competi-
tive rate. to gaill the new contract in the face of keen competition 
by ftnns of national and international standing who were openly 
evincing keen internt in the work. The Committee need hardly-
point out that ENI group of companies had already their maehinery 
equipment And men in the country for execution of the Naharkatiya-
Barauni crude pipeline and It wa. obviously in their interest to gairr 
another p'peHne C:ODtracl. The Committee are of the view that had 
global tender. been invited nothing would have been lost, whOe there 
fA every reason to believe that IRL would have considerably ,ained 
hy inducing the ftrms to pve most competitive offen in respect of 
1'0It and accommodation for forelp exchan,e component of the 
Project. 
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HALDIA-BARAUNI-KANPUR PIPELINE 

Haldia-Barauni-Kanpur Products Pipeline is comprised of twO' 
major sectioDS_namely:--- .- .. -_._-_. -----_ .. _._-- _._- ._--- -- -- .... --- .. - ----- .• ------

(a) Barauni-Kanpur 

(b) Blrauni-Haldia 

688 'Km. line, and 

524 T(m. line plus a branch 
line of 58 '«.-n. from Baradabar t() 

Mauri gram, 
-------------.----.----_. 

Main Features-Bararmi-Ka"pur line 

(i) Construction C(Y.ltractors : SNAM-SAIPEM 
(ii) Design E. gineers 

(iii) Project M'Ulllgers 
Design Monito:-s 

and 

(iv) Date of commencement 
of construction 

tv) Target date of completion 

SNAM-PROGETTI 

Bechtel Co:-poration up to 30-6-6, 
a~d thereafter Pipelh s Division or-
IOC. 
October, 1964 
30-6-1965 
17-8- 1966 (vi) Actual date of completion' 

(\'ii) ReasQns fo: the delay (if 
any) . The deJaI was largely due to late 

completion of rail bridge crossings,. 
delivery station. and pump stations 

(viii) Length & inner diameter of 
the pipeline . . 668 Km. -12" dia. 

(ix) Actual installed capacity 1.512,000 M. T. per annum. 
ex) Capital cost of the pipeline as. 1450'34 lakhs (Approx). 

(Subject to certaiq adjustments to be carried ow in the maner of 
final payments to the contractors) 

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

WOTking of the Pipeline 

3.2. The pipeline was commiSSioned on 26.9.1966 and since thea 
a total of 10,57,866 metric tonnes of petroleum products have been 
tnIIIsported from 1M Barauni Refinery to the delivery point. of 

1'l 
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:Marketing 'Division at Patna, .Allahabad, Mughalsarai and Kanpur 
till 31-3-1969. The product-wise bredk-up as well as the number of 
'working days are given below: 

(Producrs in(MT) 1 
... ~'" , ... ~~, """""--'." 

,Motor Spirit 
Superior 'it"!tOllene 
H,S.D. 

Number of days wo:kcd 

44,337 (47,...50 1%6.710 
14,9.26 52 ,125 40.540 
38.566 24°,542 320,242 -----
91.829 440,111 5J9.920 

(including 32,428 of inferior K"f(1s~ e) 

117 128 

3.3. The percentage of .utnlsaUon was "6.4 per cent in the year 
1986-87 and 29.1 per cent in the year 1967-68. and 34,4 per cent in 
1968-89. 

3... The financial resUlts of the working of the pipeline are 
given below:-

Inccme 19ti7-68t 

(R, ... in laths) 

Freight recovery from M,cketinJ 
Division ... 21·64 ~3·62 235.08 
Mlsc:cUnreous o 13 029 0.36 --

21·11 2'3 91 235·44 

Ope1'9tltl8 expenses including de· 
pteCiatian' . . 71 8c) 113 41 t60~tI 

N~Jra (-) . . . So ta ,(+)30 44 (+>1sn 

----
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The initial phase of the operation was upto Patna which was 
subsequently extended upto Kanpur in March 1967. The pipeline is 
running satisfactorily. 

3.5. The pipeline is expected to show the following profits- during 
the current and the next four years: 
----------.---- - -- --------- -- ------------------- ------

(Rs. in lakhs) 

1969-70 IS0' IS 
1970 -71 224. 10 

1971-72 390.65 
1972-73 429·20 
--- --- --- ---- ------------_.------- - - "----

3 . 6. Main Features-Barauni-HaldUl P,pelme 

(i) Construction Contractors . 
eii) Design Engineers 

(iii) Design Monitors and Pro-
ject Managers . 

(iv) Date of commencement of 

Snam-Saipem 
Snam-progetti 

Bechtel Corporation up to 30-6-65 
and Pipelines Division of IOC 

thereafter. 

construction March 1964 
(v) Target date of completion 

(vi) ... \ctual date of completion 

(vii) Reasons for the delay 

(viii) Length and Inner diameter 
of the pipeline 

(ix) Capital Cost of pipeline . 
{Up to 31st March, t968) 

30-4-1965 
Mainline construction was completed 

by May. 1966. 
The main reas~ns for delay were the 

land acquisition for the pump 
stations, Railway permita!etc. 

Haldia-Barauni 
Baradabar Maurig~am 

52 4Km. 
58 Km. ---

Total: 582 Krn. 
Both 12" 

Rs. IS81 1411" (QpPt'oxiutately). 
subject to Ct.rtal'1 adJustment ~ to 
be carried out in the mattCl' of 
final payments to contractorS. 

• At the time ',f fac:ull verification, the Mini~try gave the (ollowing figures of profitt 
during the yean 1969-70 6: 1970-71:-

Ib.I95'oo laths (subject to djl11ttl:lmt on 
tinaliUtion of 1Q:000t) 

(As per budaet cttimatct) 



3.7. The Pipeline from Barauni to Maurigram was commissioned 
on 23rd Sept. 1ge7 on trial run, In stages, except a small portion from. 
Baradabar to Haldia which was commissioned on 2.8.1968. Since com·· 
miasioning, a total ot 456.973 M. tonnes petroleum products have 
been transported from Barauni Refinery tUI 31.3.69. The product-
wise break-up 88 well as the number of working days are given 
below: 

P.oJuct (in M. T.) M. Tonnes M. Tonnes 
---~~-.-,-." .~.,. ~.,,-----. . .. _-... -.. _ ... --".- - .---.. -. ---------

Motor Spirit 
Superior Kcroeenc 
H.S.D. 

No. of Wotkin, day. 

98.953 
2,636 
6,03J -----

107.620 ----....,.. 
33 

269.291 

J9,852 
60~lo ----

)·49.353 ----
91 

._--.. _--- .-------
3.8. The pipeline is expected to show the following proftt-o during 

the next four yeara:-

1969-70 • 

J~7o-11 

1971-12 

1972-73 . 

(Ra. in laklu) 

41'70 

98·50 
130 63 
215·35 

3.9. Like the Gauhati-Siliguri Pipeline Project, the Baldia-
Barauni Kanpur PtpeUDe Projeet waa also ftnmeed from the ENl 
credit Aareement. Ac:cordiDIly t an offer was received from SDam 
Proptti (a Design EnJineering Company of the ENl Group of 

• A~ t"= ti ... ., of factll&l ~. tile MiUIny 18ft rbe followi,.. fiaw'tlII of profits foc 
tbe,., .... 70 ao4 197O-71 ~ 

ItII9-7O 
1970"71 

(M.s. In JQM) 

1,'00 (lUbjec:t to 6JWjsaioD 01' 
ICCOUIltl fot tht ,-) 

20'01 tM pet Budp:t Est~}. 
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Italy) for the preparation of preliminary project Report and tender 
<locuments, which were accepted by the Government of India for a 
total fee of Italian Lire 40.5 million. Whilst the preliminary project 
Report was awaited, Snam Progetti submitted another offer for the 
preparation of a detailed project report, which, on an examination 
by the Board of Directors was accepted at a total fee of Rs. 39 lakhs. 
The original scope of the Project was to lay the pipeline from Cal-
cutta-Barauni and Barauni-Delhi, but in the light of thp. Govern-
ment's decision given in early 1963, the former sector was changed 
to Haldia-Barauni. It was also decided to lay a branch linp. from 
Baradabar to Haurigram so as to feed the Calcutta area. On the 
Barauni-Delhi Sector, it was decided to lay the pipeline upto Kan-
pur only as it was felt that the products beyond Kanpur towards 
Delhi eQuId, with advantage, move by rail)road. The cost estimated 
for Haldia-Barauni-Kanpur with necessary pumping stations was 
about Rs. 29 crores (covering a length of 723 miles of pipeline with 
a diameter of 12"). The discussion with the Government revealed 
that, in view of the foreign exchange available from the EN! Credit 
Agreement negotiations for executing the project might with ad-
vantage be undertaken with EN! with the assistance of Bechtel Cor-
poration to advi~e on certain aspects of designs. A serie!'! of dis-
'cussion were accordingly held with the representatives of ENI and 
Bechtel Corporation, which resulted in bringing down the estimate 
·of Rs. 29 crores to Rs. 26 crores. It also included the cost of turnkey 
contract tn be awarded to Snam-Saipem a total value of Rs. 13.4 
crares which included the supply of all the material and equipment 
l'equired for the pumping stations etc., but excluded the cost of thA 
'Pipes and telecommunication system. 

3.10. FollOWing these negotiations, four contracts were signed 
wi,th the following parties for the construction of Haldia-Barauni-
Xanpur Pipeline after obtaining Government's approval: --

(i) Snam-Saipem in July, 1963. 

(ii) Bechtel International Ltd., March, 1964, and 

(iii) Bechtel International Corporation Ltd.. in February! 
March, 1964; and 

(iv) Bechtel Asian Corporation in June. 1964· 

3. 11. The Barauni-Kanpur Section of the pipeline was complet-
-oed in August, 1966 and its commissioning in gradual stages com-
,mencted on the 26th September. 1966. Construetion of the main line 
iOf the Barauni-Haldia section was completed by May, 1966-and 
'trial run with water completed by 2nd June, 1966. 



3.12· AJ~{.'(i by the Committee whether any fresh Detailed Pro-
iJ'Ct ~port will prepared after it was decided to change tlJe Barauni--
Calcutta and Barauni-Delhi pipelines to Halciia-Barauni-Kanpur, the 
Miniltry have in their Note stated:-

"In the Government EN! agreement of August, 1961, a product 
pipeline from Calcutta to Barauni to Delhi was envisag-
ed. This was intended primarily to transport the pro-
ducts 01 the Barauni Rlefinery but certain products tha t 
might have to be imported through Calcutta to feed the 
U . P. and Delhi area," might also be moved: EN! were 
asked to prepare a detailed project report and also, to 
save time. to go-ahead with the engineering Of the sys-
tem. The Preliminary project Report of June. 1962 en-
visaged for the Barauni-Calcutta section. two- products 
pipelines one 8" line for the movement of products from 
Barauni to Rudrani (70 miles short of Dtlcutta) and the 
othpf for the movement of imported products from Cal-
cutta (Budge-Budge) to Barauni, the second title being 
8"from Budlte.Budge upto Asansol and 6" from Asansol 
to Baraunt The project report al~ considered the possi-
bility of having one 12" line between 13a18unl and Cal-
cutta through whieh the products could move in both 
directions and came to the conclUsion that it would be 
more ecl.lnomleal to have the 2 lines of a smaller diameter 
mentfonoo above. In support of the proposal to lay n 
pipeUne from Calcutta to Barauni, the project report took 
Into account the quantities of imported products that 
would 'be moved initially by pipeline to Asansol and from 
there distributed to destination points by raiJ!road. It also 
envi$8.&~da 12" line trom Barauni to Delhi." 

3.13. "On examination of th~ above proposals. it wa, found that 
there was no justiftcation for the two proposed lines between Cal-
cutta to Barauni consistent wit~ the economics of marketing and 
the quantities of products likely to be available for movement from 
Baraun! or needed to be moved in the reverse direction." 

3.14. The Ministry have further stated tbat the deCision to con~
trud pipeline upto Kanpur only was based on the considerations 
firstly that the bulk of the products of the Barauni Refinery even 
on 3mUlion tons throughout would be absorbed at Kanpur well be-
fore 1971 and secondly that meeting the demand beyond Kanpur 
from imports through Calcutta would be unsound having regard to 
the patteorn of pricing of supplies derived from alternative port .. 
(Bombay, Kandt. and Calcutta). The Ministry have also added 
tbat-

'~ENI eonc:wnd ill these conclusions and produced in 
Odober. 1982 fresh e timatea for (a) r ~ from Cal-



cutta to Bar.auni; (b) a 10'" pfoduct-cum"1:Tude linei rom, 
Calcutta to Barauni; and (c) a 12" pr~ul:t line from Ba-
rauni to Ka:qpur."· 

3.15. In January, 1963 in the context of Einergency, it was decid-
ed that as a measure of abundant safeguard, pipeline from Haldia to· 
Barauni should be built for a possible transport of 3 rrrillion tonnes-
of imported crude oil. In normal times (i.e. when uninterrupted 
supplies of crude oil are available from Assam), the line will worle 
as a product pipeline as earlier envisaged though line capacity 
would be greatly under-utilised. For the objective aimed at, ENI 
suggested ;that the pipeline would have to be of 12" diameter size 
an·.:! that greatly increased pumping capacity must be provided. In 
March. 1963, ENI gave following estimates of costs: 

(a) 12" line from Haldia to Barauni 

(b) 12" line from Rarauni to Kanpul' 

Rs. 13.50 crores· 

Rs. 15.57 crores .. 

3.16. The Board of Directors approved the above estimates and 
desired that Government be addressed to sanction the estimates. 
Accordingly in March. 1963, IRL requested the Government for ap-
proval to the execution of the project at an estimated cost of 
Rs. 29.07 crores. After this the execution of the project and the-
estimates for the work wer~ the subject of a number of discussions 
with the Government. In July 1963, IRL approached the Govern-
ment for approval to (a) IRL entering into a contract with SNAM 
for the total valup of Rs. 13.44 crores with a foreign exchan/le com-
ponent of as. 6.22 crores to be financed from EN! credit and (b) 
the estimated project cost of Rs. 26·42 crores 

3.17 The Ministry have concluded:-

"No fresh project report .. as such were prepared' consequent 
upon the changes made from time to time mentioned 
above. However, the economics of the project had oeen 
gone into in sufficient detail in the project report which 
established that the pipeline movement would cost in this 
case about 40 per cent of rail freight. Further the justifi-
cation for the project was based on the necessity of adopt-
ing modem and reliable means of transportation of a 
growing volume of oil products in the country. Asked 
whether the considerations which led to the decision of 
constructing pipeline upto Kanpur only were lost sight of" 
at the time of entering into Agreement with ENI in 1961 
and preparation of DPR which envisaged Calcut~ 
Barauni-DeJbi, the JOC in a written reply has stmed thaL 
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the Ministry of Mines and Fuel after examining th~ prob-
lem of movement and distribution of the oil products in 
Eastern India supplied to EN! the figures for processing 
the study of the following pipelines:-

"0) BClTo.uni·Delhi. Passing through (or near enough to 
serve) important consumption-transport points and 
route including Patna, Mughalsarai or Varanasi, Alla-
habad, Kanpur and Agra. 

(iJ) Bo.rauni-Aso.nsol, Calcutta. (Budge Budge) with the 
possibility also of the pipeline terminating at proposed 
new subsidiary port at Haldia south of Calcutta." 

3.18. The above was done at the time of negotiating the Govern-
ment of India-EN! Agreement of August, 1961. 

3.19. The preliminary project report of June, 1962 received from 
..8nam and studies conducted by Indian Institute of Petroleum rc-
-ceived in August. 1962, was examined by IRL. The Indian insti-
tute of Petroleum recommended that oil product." from Barauni 
.should be piped only upto Kanpur. It was further stated that 
Delhi and Tundla areas were one of the natural markets for the 
.petroleum products of the Koyali Refinery. ENI, who were con-
1lulted on this point, agreed to modify the project accordingly. 

3.20. During the course of evidence of the Ministry of Petroleum 
" Chemicals and Mines" Metals. the Committee enquired from the 
'Special Secretary of the Ministry as to why ENI was allowed to 
.commence the engineering works before the completion of the De-
.tailed Project Report and whether any special advantage was gain-
.ed by such procedure or not. The Special Secretary of the Minis-
try informed the Committee as fOllows:-

"It appears that the main and possibly the compelling final 
reason for follOWing this pr"OCedure was that in the in-
terest of speed. The documents recorded at that time 
indicate that both the Government as well as the Board of 
Directors of mL considered that it would be possible in 
this way to start the work in the 1962-63 working sea-
son. The Engineering works, as it is now d~ribed, was 
simultaneously started with the Preliminary Project Re-
port. This speed was also achieved, even it were eon-
sidered to be a mistake in retrospect. This was also 
achieved at small cost, the amount involved being Rs. 38 
lakhs. 

As it happeu. no advantage was in fact gained btocause of 
certain complicating factors which could. not be envisaged 
at that time. 'The compJicating factors were these: 



.First of all, the Chinese Invasion occured in 1962. Soon after 
that, at on:e stage, Government thought that this parti-
-cular project (pipeline project) at that time should be 
put in the cold-storage for various reasons. Soon after 
that, at the end of 1962, Government reviewed the whole 
situation and thought that it would be useful to go ahead 
with the Project ata much greater speed, though with a 
partially different objective. The objective was to cons-
truct the Barauni-Haldia Pipeline as a two-way pipeline 
carrying the products normally, but with the ability to 
carry crude in case there was a crisis as a result of which 
the Assam was cut off. The whole project has to be re-
vised again and its-whole scope changed considerably. The 
reason for the decision to go in for detailed Project Re-
port planning was to achieve speed, particularly· to achi-
eve the working season 1962. In fact certain complications 
occurred which could not be envisaged at that time." 

3.21. To another question whether the Ministry had any de-
tailed Project Report, the representative of the Ministry informed 
the Committee that they had got preliminary project report and 
afterwards they had the executive project report containing work 
specifications of the project and these two constitute the Detailed 
Project R1eport. The representative of the Ministry informed the 
Committee that on 12.1{).61, Government of India had accepted the 
offer of ENI for the preparation of the Project Report and tender do-
cuments. In January, 1962, they were asked to prepare the exe-
cutive project Report. 

3.22. The !)reliminary project was received in July, 1962 and the 
executive project report started coming in the form of drawings and 
specifications in 1963 and was finally completed in 1966. 

3.23. To a question as to when the project for Haldia-BaraunJ 
pipeline was sanctioned, the witness informed the Committee that 
the sanctioning of the Project might be considered in two parts. It 
was accepted in principle as an dejective by the Cabinet decision 
made in January, 1963. Formal sanction to go ahead with the parti-
cular contract 10 achieve the project was given by Government on 
the 31st July 1963. 

3.24. To another question whether it was Government's decision 
that instead of one piperme for transport of imported crude oil, two 
way pipeline should be laid, the witness informed the Committee 
that the decision was in terms of using the already planned pipeline 
from Barauni to Calcutta in a manner so that it could take two way 
transport of products, if things were normal, and of crude, if there 
was a crisis. ' 
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, " 
" 3.2& •. & the two contracts for Oauhati-Sillguri Pipeline and 
Halctia.BaI'8U1Ji-Ka1lpur PipeliDea were not placed simultaneously 
and there wu lIOme time lag in between the two, the COmmittee felt 
that there was no great huny for the second contract, and therefore 
DOtbing could have been lost if global tenders had been invited. 
Since there were e- companies interested in the job and all of them 
were even ready to provide the foreign exchange as credit, the Com-
mittee enquired the rellSOn for not doing so. The witness stated,. 
.. At. a matter of fact, there was an original thinking in the MinIstry 
on 1Mb May, 1963 that Global tenders might be invited from USA. 
France, U.K. etc. Subsequently further discussions were held. I 
quote from a letter written by the management of the IRL to th~ 
Secretary, GQvernment of India, Ministry of Mines &: Metals, dated 
6th July, 1968. It says: 

"The execution of this project has been the subject of a 
number of discussions with the Government, the final 
outcome of which was as follows:-

(1) The execution of the project may be settled by negotia-
tion with the concerned EN! company. An earlier deci-
sion to invite tenders from a number of selected com-
panies being given up, mainly because of the probable 
difficulty of ftnding the foreign exchange involved and 
also because of the likely delay in execution ...... .. 

3.26. The Committee wanted to know whether the other compa-
riles which had offered credit were in a position to give it or not. 
The witness stated as: 

"There is some record of 15th May, 1963 which I quote: 'As 
regar&; the main pipeline, Shri Nayak stated that several 
companies bad offered to undertake the work, and in 
addition expressed the possibility of furnishing credit ... '~ 

Asked whether this aspect was examined the witness stated: 

"There is nothing on record, except that there have been some 
cUscussiODS' between the Ministry, the Government and the 
Management of IRL, and this was decided. It wag 
thought thereafter that credit may not be available ...... 

The Committee pointed out that thOot was all conjecture and there 
was no basis on which that decision was taken. 

The Chairman, JOC stated: 

"At that state, and even today. we face so many difficulties 
about the proeurement of foreign exchange. The foreign 
exchange availability is a very very major factor. We 

--.-,---~--.-...... -- -~-.---... --~, ------~--,-~.~--- _.----'----
.The nMle~ of f\-m, w:tidl haJ expl'CS"---Q bkte$t ,r,tenc:!i-J for t~ executiOo 

of H B.K. pipeline with tbdr capacity and rdcttnce, !lIe liven in .~per:dl'll: l. 
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cannot ipore that. And then it woUld have meant look-
Ing for foreign credit, which would have lost three or four 
monthS unnecessarily." 

3.27. To another question, if global tenders had been invited it 
would have indicated whether the IOC figures of contract were 
reasonable or not, the Chairman, IOC stated as follows: 

"Global tenders would have given us a. more certain picture, 
but the fact remains we would have lost four months and 
unless the possibility of free foreign exchange was there, 
there was no point in floating the global tender." 

The Chairman, IOC added, "My candid opinion is if L am given 
free foreign exchange, I am definite free to get a competitive price." 

3.28. Asked whether it was within his power to call for tenders or 
not, the Chairman, IOC stated, "In this particular case the power 
lay with the Board and nOt with the Managing Director, but he was 
in touch with the Ministry throughout and there were discussions 
with the Minist.ry and decision taken. As the quantum of money 
involved was above Rs. 50 lakhs and free foreign exchange was also 
involved the Company could not take the decision without the appro-
val of the Government." 

3.29. The Committee pointed out that there seems that no effort 
to get the competitive rate even for the second project had been 
made by IOC and asked, whether it was pressed upon the Ministry 
of Economic Affairs that the country would gain if free foreign cur-
rency could be found, the witnesS' stated that at the meeting held 
for the purpose a representative of Economic Affairs was also pre-
sent, who said that the foreign exchange picture would become 
clea,r only after the consortium meeting, but it appeared unlikely 
that U.K. credit would be available as it's position was not as good 
as it was before. The Committee asked whether the Department of 
Economic Affairs specifically said that I.O.C. must limit only to the 
Italian credit. The Chairman, lOC, stated tha.t "Between 15th May 
and 6th July, 1963 there were a number of discussions with the Gov-
ernment and decision was that we should go ahead with ENl. When 
the Government approved, it meant it went to Economic Affairs. 
It was not without their consent. They were fully in the picture" 

3.30. The Committee enquired from the Chairman, IOC as to what 
was the special advantage in two sets of engineering firms in respect 
of Gauhati-Siliguri products pipeline and Haldia-Barauni pipeline 
whereas for koya1:-Ahmedabad pipeline, the work for construct1G1l 
and designing was entrusted to only one group of firms i.e., EN!. The 
Committee further wanted to know whether it would not have been 
economical to entrust the whole job to one group of engineers which 
would have avoided dlaplicatrOn of work and extra. payment. 
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3.31. The Chairman, IOC informed the Committee as follows:-

"These are two jobs, One is designing, engineering, drawings 
and construction. The other is mOnitoring them and 
supervisory work. It is not good to entrust all these jobs 
to a single firm. They wanted to have experts who could 
monitor design and do com.truction supervision also. At 
that stage we did not have expertise for all these jobs 
within India. We got exports by this time Gujrat pipeline 
came. We did monitorine and construction supervision 
ourselves. Before that Gauhati Line and HBK Line, we 
had to depend on foreign firms." 

"The other point, whether it cost more or less, I have to say 
that all these jobs cost a certain amount of money. If 
you enstrust the job to the same party the amount m~ be 
same. If you entrust to an outside party to supervise the 
construction it will cost more. I would hesitate to give 
it all to one party. It is just like when you construct a 
house, the contt'actor builds it, but you rely on the archi-
tect for supervision." 

3.33. To another question as to whether it was a fact that payments 
a fact that Bechtel started working for IRL before signing of con-
tract, the Chairman. IOC replied as fo11ows:-

liThe contract was signed later and as the requirement of the 
job wanted consultation with them, they were associated 
earlier." 

3.33. To another question as to whether it was a fact that pay-
ments were made to Bechtel in respect of H.B.K. Pipeline before the 
contracts were executed, the Chairman I.O.C. stated as follows:-

"The reimburseable payments in rupees were msde to them 
before the contract was signed. But the dollar reimbur-
seable payments were made only after the contract was 
signed. When they were operating. some payments had 
to be made to them to cover the expenditure in India. 
So, the Indian rupee reimbursement was made before the 
contract was signed while the dollar payment was made 
only after it was signed." 

3.34. Asked as to when the first payment was made to the 
Bechtel in respect of H.B.K. Project, the Chairman IOC informed 
the Committee as follows:-

'-rhe first payment was made to Bechtel in December. 1963 
in rupees while. the dollar reimbursements were made on 
the 26th October, 1964 after signing of the contract." -
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3.35. Asked by the Committee as to what was the normal pro-
cedure for payments, the Chairman I.O.C. stated as follows:-

"Strictly according to financial codes...... The normal pro-
cedure is to.)' make payment only when the contract is 
signed and the work is to start thereafter. But it depends 
upon the exigencies ...... As soon as the work starts, pay-
ment have to be made to the contractors, even though 
formal contract may not have been signed at that time. 
'Work done payment made' that is the theory." 

3.36. Asked whether the IOC was satisfied with the duties and 
responsibilities discharges by the contractors, design engineers and 
overall supervisors and project managers, the Corporation has in 
reply stated: 

"We are satisfied with the performance of duties and responsi-
bilities by the Contractors, Design Engineers and Overall 
Supervisors and Project Managers to a large extent. How-
ever, in regard to two matters (design capacity a.nd cor-
rosion of a portion of the Haldia-Barauni pipeline) it was 
noticed, recently, that there had been some delay/failure 
on the part of SNAM and Bechtel. SNAM have since 
given suitable compensation for making up the shortfall 
in the capacity of Haldia-Barauni pipeline for movement 
of crude. They have also since repaired the corroded 
portion of the ?ipeline under an agreement reached with 
them in the nature of a package deal, whereby the cost 
of repairs and some materials was borne by SN AM and 
IOC had to incur an expenditure of about Rs. 4 lakhs on 
the supply of materials for the job. The exact nature and 
extent of lapses on the part of Bechtel and others con-
cerned is being looked into by a Sub-Committee of the 
Board of Directors of IOC." 

3.37. The Committee after examining all the material submitted 
to them by GovernmentllO.C. and als'O a,fter taking evidence asked 
certain questions to elicit further information. The fresh set of 
information has been submitted to them by the Ministry/IOC on 
13th April. 1970, as asked for by the Committee vide the L.S.S. letter 
No. 16 (PU)-68, dt. 28th March, 1970. After examining this material 
the Committee have noted the following facts regarding Haldia-
Barauni-Kanpur Pipeline: 

3.38. In May, 1967, the des!gned capacity of Haldia-Barauni pipe-
line was examined by Pipeline engineers, and it was found that the 
actual capacity· of Haldia-Barauni Pipeline for transportation of 
crude oil was lower than 2 million tonnes tper year, 
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3.39. The findings of the Pipeline Division have been spelt out 
by the Director-in-Charge of Pipeline Division of I.O.C. in a note 
dated 16th Kay. 1967, for the considerati9n of the Board of Directors 
of the Indian Oil Corporation. The note inter alia states as follows: 

"A Committee of six engineers in the Pipelines Division was 
recently asked to examine these specifications in the light 
of the hydraulic gradient of the Haldia-Barauni pipeline, 
tbe specification of the pipe and the maximum pressure 
which can be built up by the pump installed. It was 
founct that even with all the pumps at Haldia, Burdwan 
and Asan801 working 24 hours a day for 335 days a year. 
it is not possible to deliver more than 1,774,800 metric 
tonS' of Kuwait type of crude to Barauni. If the crude 
is lighter (Uke Agha Jari) the quantity will be even 
smaller. However, it may be pointed out that it is not 
usual that all the pumps will work .all the time and accor-
ding to SNAM's own design concepts, as followed in the 
pumping stations at Gauhati, Barauni and MughalSarai, 
one pump a.t least is always kept as a stand.by and the 
station is a&sumed to work 8000 hours per year. There-
fore. under normal operating conditions, even with 335 x 
24 hours pumping, when provision for stand-by pumps is 
kept as would be necessary at Haldia and Asnnsol, the 
quantity of crude that can be delivered at Barauni will 
be less than even 1i million tonnes per year. 

This discovery of the shortfall of line capacity means that 
SNAM Progetti has failed in more than one document 
forming part of their contractual obligations to make a 
correct statement of what the pipeline capacity is. Even 
Bechtel who was closely associated on our behalf in the 
examination of the design and engineering failed to notice 
this anomaly." 

3.40. The Board of Directors of the Indian oil Corporation decided 
at a meeting held on the 1st July, 1967 that "the Chairman may go 
into the entire matter and ~lace his findings before the Board for 
flU'tber action." 

The Board at its meeting held Qll 27th November, 1967 considered 
a note submitted by the Director-In-Charge, lO.C., Pipeline DiviSion. 
on the subject of review of payments to SNAM Ltd., and decided 
that uUo payment should be made to SN~ Ltd. for the tune being," 
and ConstItuted a sub-Committee of Directors, consis1iM of the 
Chairman, Shri S. K. Guha, Shri M. V. Rajwade and 8hri R. S. Gupta 
fOf •• (i) a detailed study ~d report to the Board, and (if) holding 
~~qna \Vi\tlout de1~y with :Messrs. SNAM and other .md to take 
~Uon thfitreatte.r in the matter at their discretioa." 
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3.41. The Sub-Committee of the Board of Directors held s~veral 
meetings between the 18th and 23rd December, 1967, 12th J~uary 
to 24th January. 1968, with their (SNAM's) delegation led by Dr. 
Gasparine, and with the representative of Bechtel, Mr. H. MeCanish 
from 12th to 18th January, 1968. The report of the Sub-Committee 
<)f Directors was circulated by a note by the Chairman, IOC, dated 
25th January: 1968 and was considered at a meeting held in Hydera-
bad on 3rd February, 1968. An extract from the minutes of the 
meeting is reproduced below: 

"Item No. P145: Before taking up the next item of the agenda, 
the Bo'ard decided to proceed with report of the Sub-
Committee constituted vide item No. PI33. The Secretary 
pointed out that on the same subject, a note has been 
desired to be circulated by Shri S. K. Guha Director-in-
Charge as also another item has been circulated by Pipe-
lines Division (i.e. item No. PI42). 

The Chairman pointed out that the Director-in-Charge had 
signed the Sub-Committee's report and as such asked the 
Director-in-Charge if he still desired the note to be circu-
lated as also the i~em No. PI42 already circulated, to be 
discus&ed. 

With the permission of the Chair, Shri S. K. Guha, withdrew 
item No. P!42 as also the note dated 18th December, 1967. 

A very lengthy discussion took place on the Sub-CoMmittee's 
report. The report was supplemented by the verbal 
information provided to Board by the Chairman, Shri 
M. V. Rajwade and Shri S. K. Guha. The Chairman 
pointed out that irrespective of our claim on Mis. SNAM 
Ltd., the pumping capacity of the Pipeline has to be 
brought to 2 million tonnes a.t the earliest possible oppor-
tunity. He also stated that Mis. SNAM did not accept the 
liability for this work. The 130ard decided that the case 
may continue to be studied in its all aspects and suitable 
action taken for bringing the capacity to 2 million tonnes; 
the cost of which may be tried to be recovered from Mis. 
SNAM to the extent possible depending on our case and 
circumstances. 

In regard to the capacity to be raised from 2 million to 3 
million tonnes, a view was expressed that the Government 
had already desired the capacity to be 3 milllon tonnes 
and as such action for it lay with the Corporation. The 
Board, th~ore, directed that the matter may be consi-
dered by the Pipeline Division and a note submitted to 
the Board as early as possible. 
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About the second !)art oJ! the Sui)..COmmittee"S repon the-
Board approved that' the first part and second part may 
be de-linked as desired by MIs. SNAM. The recommenda .... 
tions of the Committee on second part to the effect that 
to rectify the corrosion of pipeline on the Haldia-Mahi-
shadal Section, the pipes and other materials costing 
about RI. 20.00 lakhs be provided. by the Corporation 
while M;s. SNAM will provide the workmanship; the cost 
of which was estimated at about Rs. 16.00 lakha. The 
&ard accepted the Sub-Committee's recommendations 
about the package deal and observed that the leakages in 
the pipeline should be rectified if possible before the onset 
of monsoon. 

On an enquiry, it was revealed that about a crore of rupees 
were due to Mis. SNAM Ltd. A major part of which wilT 
have to be release4 to them as a ?art of the packa,e deal. 
The Chairman informed that in pursuance of this, the-
Sub-Committee had already indicated toa MIs. SNAM that 
that 50 per cent of the payment can be released wbich 
Mis. SNAM were reluctant to accept. The Board authori· 
sed the same Sub-Committee to decide about the quantum 
of releaee of payment to them keeping in view the fact 
that suftlcient amount to cov~r the estimated expenditure 
on increase of pumping capacity to 2 million tonnes of the-
pipeline be retained as far as possible under the circum-
stances with the Corporation. 

About the internal administrative action for any lapses in the 
matter it was desired by the Board to be thoroughly 
enquired into by the Sub-Committee as soon as the-
records are made evallable to them." 

3.42. The Committee flnd that the further report on the internal 
administrative lapses in the matter of occurrence of shortfall in the 
designed capacity of HBK Pipeline Section was gone into, in pur-
auance of the decision taken at the Board meeting on 3rd February. 
1968, the Sub-Committee of the Directors consisting of the Chair-
man, SIShri M. V. Rajwade, R S. Gupta and Maj. Gen. Sarda Nand 
Singh (Retd.) met on 13th May, 12th, 15th, 16th and 27th July and 
on 18th December, 1968 and 4th and lOth February, 1969 and gave a 
Report in two parts, dated 10th February, 1969, dealing with carro-
aion and shortfalls in design capacity. The Report of the Sub-
Committee was placed before the meeting of the Board of Directors. 
em and the Board passed. the following Resolution:-

"After a lengthy discussion, the Board approved of the recom-
mendations made by the Sub-Committee and passed the 
following resolution: 
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"Resolved that the Board accepts the recommendations 

made by the Sub-Committee appointed by it vide item 
No. PI33 of 27th November, 1967 and PI45 of 3rd Febru-
ary, 1968, for going into the internal acInrlnistrative lapses 
in the matter of occurrence of C'OTrosion and shortfall in 
design capacity of Haldia-Barauni Pipeline Section." 

"RESOLVED FURTHER that the Board's acceptance of the 
findings of the Committee be conveyed to the Govern-
ment of India." 

"The Members of the Board, however, expressed serious con-
cern on the question of non-availability of records. They 
were particularly perturbed to note the findings of the 
Committee as contained in paragraph 17 of its report to 
the effect that it seemed that due care had not been taken 
in scrutinising. editing and assembling the contractual 
documents. It was revealed that the file which should 
have indicated the movement of the contractual papers, 
was not available. The Board therefore, decided that the-
Managing Director (R&P Division) may conduc-t further 
enquiries as to the loss of the file and also fix responsi-
bility, if possible. The Managing Director (H&P Division) 
was requested to report his findings to the Board as its' 
next meeting. 

Emanating from the discussions on this item, the following 
points and decisions were also made: 

(1) that in view of the fact that the compensation for the 
shortfall in the design capacity of the pipeline having 
been obtained from M!s.SNAM, there was no further 
action necessary against M;s. SNAM; 

(2) that the capacity of the pipeline will ultimately have 
to be raised to three million tonne in due. course of 
time. In view of this, therefore, it was decided by the 
Management that to bring the capacity upto 2 M. Tonne 
now would be an infructuous expenditW'e once the 
capacity has to be raised to 3 M. Tonne. 

On the suggestion of some Dirktors, it was decided that this 
aspect of the matter may be specifically brought to the 
notice of the Government. 

Looking into the dealings and records of MIs. Bechtel, the 
Board decided that the Corporation will not have any 
deaUrigs in future with the party." 
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3.43. The Co~mittee.find that Shri Arun Roy Choudhary, 
Director, to.C. dissented with the above decision of the Board and 
handed over a note to the Chairman at the meeting of, the Board on 
6th Augutt, 1969 which was referred to Managing Director (Re-
fineries and Pipeline) for examination and reply. The note of 
dissent of Shri Roy Choudhary has been reproduced in Appendix 
II and the comments of the Managing Director (R&P) thereon are 
reproduced in Appendix Ill. The matter was discussed by the 
Board of Directors at a meeting held in February, 1970 when the 
following Ruolution was passed by the Board: 

"Shri Roy Choudhary did not so far circulate any further note 
but indicated that he had already taken up the points in 
his minutes of dissent with the Ministry. The Chairman 
stated and the Board agreed that the Board was the proper 
forum for a Director to discuss such matters. After a 
lengthy discussion it was agreed to file this item." 

The Committee find a reference in these notes, particularly in the 
note ot dissent by Shri Roy t:houdhary to the Report of the Internal 
Audit Oftieer. As this is a detailed report, the Committee have 
reproduced it as Appendix IV. 

3.44. The Committee would like to bring to light the obsenta-
tiona contained in the alore-mentioned document under the follow« 
ing heads:-

(i) Contractual agreement with Snams; 

(U) Floating of global tenders; 

(ill) Engagement of Bechtel! as Management Supervisers and 
Design Monitors; 

(tv) Capacity of Haldia-Barauni line. 

The Committee note that the management of the Indian on 
Corporation have already reported the matter in detail to the Gov-
ern~t of India. The Committee also note that Shrl Roy 
Choudhary, D1reetor, who had dissented with the decision of the 
Board had already taken up the matter directly with the Govern-
ment. The Internal Audit Report is a1l-eady availab1eon record. The 
Board of Directors have themselves gone on record. to the eJfect that 
due care "had not ~ taken in scrutinising, edit:ing and assembling 
the eontrac:tual documents. It was revealed that the me which 
should have indicated the movement of the contraetual papers. was 
not availabl .. '" 
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3.45. It would be recalled that the Sub-Committee consisting of 
1he Chairman, IOC and other Directors had made the follOWing 
~bservations in their Report:-

"The construction contract signed with Snam Saipem on 31st 
July, 1963 did not mention the quantities of various pro-
ducts or crude oil to be transported through the pipeline 
in the preamble. However, on page 1 of Part-III "Job 
Description-Construction specifications-Exhibits" of the 
same contract it is mentioned that the quantities of pro-
ducts and of crude oil to be carried by this system are 
shown in the Enclosure-IS. This document, however, is 
not available in the records of the Pipeline Division. . ." 

3.46. The Internal Audit Report records the following deci'iions 
were taken in the Ministerial meeting:-

(The date of the meeting is not menti9ned, but presumably it 
relates to 15th May ,)1963). 

"As regards the main pipeline contract, Shri Nayak stated in 
the meeting that several companies had offered to tender 
for the main work and in addition had expressed the 
possibilities of furnishing credit on the same terms and 
conditions as E.N.!. credit. 

As soon as E.N.!. submitted the tender documents by about 
7th June 1963, I.R.L. will direct enquiries for the pipeline 
execution work and for the supply of technical services 
and equipment to the firms which had earlier expressed 
interest in tendering for the work, viz., Bechtel Corpora-
tion (USA), William Bros.' Construction, John Brown & 
Motterwell of U.K., Entrepos and Sociate Parisenne of 
France, Snam of Italy, Mannesman of West Germany." 

3.47. On 25th May, 1963, the Managing Director wrote to Bechtels 
Asian Corporation indicating: 

"Indian Refineries Limited have decided to enter into Ii con-
tract with Bechtels· for certain technical services 
connected with and the management of constnlctio.a of 
the Haldia-Barauni-Kanpur pipeline." 

.1.48. It was also intimated by the Managing Director: 

"That it was their intention, subject to satisfactory agreement 
being reached as to cost, to execute this work through 
Saipem and E.N.I. Company on the basis of a negotiated 
contract and Bechtel's services wU1 be r~d during 
these contract negotiations and eventually in IQpervising 
the ~tion work as Manager." 



36 
3.49. The sub-Committee of Directors of IOC have recorded 

mtn alia in the Report as follows:-

"In MaylJune, 1963 Bechtel were engaged to assistIRL in 
conducting negotiations for executing the project with EL~I 
and to advise on certain doubtful points about design and 
specifications. The design concepts for the pipeline were-
discussed by Bechtel representative with Snam in Milan. 
Subsequently a cable was received on 24-6-1963 from 
8nam Saipem seeking certain clarifications with regard 
to the line of approach to be adopted about the· designs 
of Sn8m Progetti (who were entrusted with the prepara-
tion of the project design vi8-4-vi1 Bechtel's concepts 
about the designs. To this a reply was sent on 25th 
June, 1963 by the 'Managing Director imlicating that "we 
desire adoption of Bechtel's concepts agreed by you. In 
event of disagreement matter may be referred to us for 
deciding further action." A further cable to Snam 
Progetti was addressed by the M.D. on 1st July, 1963-
requesting them to send a report on the subject with a 
copy simultaneously to Bechtel's representative for his 
comments. Accordingly, a letter was addressed by Snam 
to IRL on 4th July. 1963 with a copy to Bechtel indicating 
d.taUs of SNAM's original design, Bechtel concepts and 
compromise concepts in respect of Haldia-Barauni and 
Barauni-Kanpur pipeline systems." 

~uo. Bechtel's representatives summed up the Corporation's 
stand before the sub-Committee of Directors in the following words: 

"It was not Bechtel's duty to approve the ftnal design as this 
remained IRVs responsibility." 

3.51. The Committee on Public Undertakings find that the con .. 
tract with Bechtels International Corporation was signed only on 
17th Mal'ch. 1964 and was made cffed;i.ve from 1st September 1963 
and that the agreement with Bechtels Asian Corporation was signed 
on 26th June. 1964 and made effective from 1st September, 1963-
They are therefore, not able to understand how Bechtels played 8 
cruclal ~e in the negotiations at MUan leading to the ftnalisation 
of the construction contract of July, 1963. 

8.52. It has also been recorded in the :Minutes of the Board of 
Dineton of the toe that "Looking into the dealings and records of 
)(18 Bechtels, the Board dedded. that the Corporation will not have ..,;y dealings in future with the party." 
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The sub-Committee of Directors which went into the ques-
tion of design capacity of Barauni-Haldia Pipeline have 
also made the following observations:-

"The sub-Committee could not find any contractual docu~ 
ment modifying the scope and facilities with regard to 
the provision of pumping capacity for 2 million tonnes 
(and 3 million tonnes as future solution) of crude per 
year as contemplated in the amendment to the contract 
in July. 1964." 

3.53. :The Committee also find that the Project Manager of 
Bechtels had written a letter on 26th September, 1963 to Indian 
:Refineries Ltd. (which has been reproduced in the report of the 
sub-Committee of the Board of Directors of 10C) which contains a 
proposal for location of pump station and delivery point in A.~nsol 
and states: "The selection of this location would, however, cause a 
decrease of 1,95,000 metric tonnes per year in the actual maximum 
capacity obtainable from the presently proposed facilities of 1 crore 
and 90 lakhs metric tonnes per year." On this letter there is notin~ 
by the then General Manager of the Pipeline Project, to the effect 
that "we may agree", which was confirmed by the Managing 
Director on 29th September, 1963. The sub-Committee have pointed 
·out: "The mention in this letter of 1.9 metric tonnes of crude oil per 
year (as against 2 million tonnes envisaged till then) is rather intri-
guing. The circumstances in which a lower figure was not objected 
to and a slill lower figure was endorsed in the context combined 
pump station distribution point near Asansol are not quite discerni-
ble ,at this belated stage." 

3.54. The minutes of the meeting of the Board held on 3rd Febru-
ary, 1968, at Hyderabad have placed on record: 

"The Chairman presented his report vide item No. IMP\77 
relating to amendment of main contract with Saipem in 
July, 1964, HBK Pipeline. Out of the report and the dis-
cussions th~reon, it emerged that the Board had been 
bypassed in the matter. The Board was very emphatic 
that the matters of such importance should necessarily 
be reported to the Board at the earliest possible, oppor-
tunity. The Board also wanted to place on record that in. 
future all such important matters which entail in itself 
any project of capital nature involving its perfo:-mance, 
its capacity. design or of financial implications should be 
brought before the Board for its notice and appropriate 
action. The Board's decision in the above matter also 
applies and applies to any significant amendments which 
are of the above rature to any existing contracts or 
project." 



38 
;... A iuggestion wumade by DO lets thaD three Directors of' 

the Indian ,on Company that the matter relating to miuing docu-
"ents and other related matters should be entruSted to the Central 
Bureau ot !nvestigatiOb. 

3.56. ~ Comul4t~ have noted the folloWing facts in respect of' 
Anctioninl the HBK Pipelines by the Government and by the Board 
of Oirectors:-

"On 26th March, 1963 an inter-ministerial meeting was held 
to discuss matters re,lating to the HaJdia-Barauni-Kan-
pur Pipeline in which Secretary. Ministry ot MiRes and 
Fuel, Managing Director, IRL Joint Secretarie, Minis-
tries of Mines and Fuel. Department of Economic M
fairs. etc. participated. At this meeting a note dated' 
25.3.63 prepared by the trum Managing Director. I. R. L. 
was considered. In this note, it was intn alia explain-
ed that Bachtel's esUmate of cost of the project .ould he-
Rs. 23.1 crores (initially) plus RI. 1.50 crores (for ex-
pansion by 1966) for completing the 2 lines by August. 
1964 tm capacity of the Haldia-Barauni line being 2 mil-
lion tonnes initially of crude but to be expanded to 3 
mUlian tonnes by early 1966 (when Barauni Refinery ex-
pansion may be completed.)" 

3.57. At the meeting of the Board of Directors on 5th July. 1963" 
the Managing Director lRL was authorised to approach the Gov-
ernment for sanction to the award of the contract to ENI at a total 
value of lb. 13.4 {'rores with the foreign exchange component of 
RI. 6.21 crores. The estimated cost of the project was worked out 
as Rs. 26.42 crores. 

3.58. Accordingly ~ Government was approached on 6th July 
1963 by IRL for accordlng sanction to the project at the cost of Rs. 
26.42 crores and entering into a contract with Snam Saipem. On 
24th July, 1963 Managing Director lRL sent a note to the Ministry 
of Mines and Fuel in which he clarified {'ertain issues connected 
with the execution of the project. A portion of this note having a 
be.",lng on the question of cost estimates of the project and reduc-
tion in pump ('apacity reads all under:-

"Indian Reflnerie<i Ltd. had addressed Government on 22nd 
March. 1963 for approval to the execution of a pipeline 
project Haldia-Barauni·Kanpur at an estimated cost of 
lb. 29.07 crores. Subsequentl)+ the estimate for this 
"'ork and the manner of its execution have been the sub-
)ect of a number of discussions.. As a result of these, It 
was ftDally decided that the work may be executed 
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through EN!. and that the lm:Uan ReftIieri~s Ltd. may 
Jll8l[e use of the services of Bechtel for resOlving certain 
questions of designs, specifications and cost. The results 
reached early this month are embodied in my letter to 
Government of the 6th July, 1963 in which approval to 
the project cost estimate and to the execution of a con-
tract with Saipem were requested. At that time, some 
of the points as detailed in para 3 of my letter had been 
undecided. Subsequently, as I had informed Shri 
Govindan Nair, Additional Secretary, EAD on the phone 
last week issues relating to pumping stations and tank 
farm have been settled following discussions amongst 
IRL, Bechtel and EN!. I had informed Shri Govindan 
Nair that the changes made as a result of these discus-
sIons have yielded a reduction in the proposed Saipem. 
contract as follows:-

(a) In the foreign exchange cost, a reduction of $ 1,926,784. 
(b) In the rupee cost, a reduction of Rs. 118,72,6111-
(c) Adding (a) and (b) a total reduction of Rs. 2,10,44,1091-

These reductions follow substantial reductions in the number 
of pumping stations and pump capacity and of tank 
farms." 

3.59. In this connection, the Committee on Public Undertakings 
ha~ further noted the following observations from the Internal 
Audit Report: 

Receipt of Government sanction: 

"On 31st July, 1963, Government of India, Ministry of Mines 
and Fuel in their letter No. 31.12.63jONG dated 31.7.1963 
('om'eyed the approval of the President to the I. R. L. en-
tering into a contract with Messrs Saipem for the com-
pletion of the following works relating to H.B.K. pipe-
lines: 

(a) Construction of the mainline, the submerged river 
crossings the rail bridge crossings and minor canal and 
road crossin gs. 

(b) The industrial civil works and the electrical and 
mechanical erection work of the pump station; and 

(c) The complete works of the tank farms at a total cost 
of Rs. 11,33,34.892 including foreign exchange compo-
nent of Rs. 5,29,83,415. It was indicated in the sanc-
tion of the Haldia-Barauni Pipeline will start in Nov-
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ember 1963 and will be completed by 31st December 
1964 while the coDStruction of the Barauni-Kanpur ~ 
line will commence by end of September, 1964 and be 
completed by end of June, 1965. 

No mantion was, however, made regarding approval of the 
estimated project cost of Rs. 26.42 crores." 

3.60. The Committee on Public Undertakings find that this 
observation of the Internal Auditors is based on the Government of 
India, Ministry of Mines and Fuel letter No. 31!12!6310NG dated 
31.'1.1963 addressed to the Managing Director which was submitted 
to the Committee. 

3.61. The Committee find that Government entrusted the pre-
paraUon of Preliminary Project Report at a cost of 40.5 million 
Italian Uta to Snam Progetti for Pipelines between Barauni-Cal-
cutta and Barauni-Delhi. Tha Preliminary Project Report was to 
cover inttT alia detailed estimates of likely cost of the project, ana-
lysis o[ the estimated annual cost of operation and transportation 
per tonne per mile. total tank movements and calculation on its 
economic feasibility. On 15th November, 1961, Snam Progetti were 
informed that they would have to go into the question of desir-
ability of having pipeline for the prospective movement of petro-
leum products throughout Barauni-Calcutta and off-takes at various 
points between Calcutta and Asansol and beyond Kanpur. and 
present data and proposals, on the basis of which the economic 
justification of the Calcutta-Barauni Pipeline would be viewed and 
appropriate decisions taken. The Committee understand that Snam 
Progetti sent "n offer on the 20th November, 1961. for preparation 
of t~ Executive Project Report (that is, report containing detailed 
technical specifications, workings (drawing, etc.,) 'of the pipeline 
Barauni-Delhi and Barauni-Asansol-Calcutta. The Board of Direc-
tors decided at a meeting held on 12th December, 1961, that if the 
Executive Project Report was taken up only after a decision was 
taken on the Preliminary Project Report, one working season 
would be lost and as it was intended to make every effort to com-
plete the work as early as possible. it would be desirable to have 
the work on the Preliminary Project Report and Executive Project 
Report carried out simultaneously. The Board approved the pro-
posal to bave the Exoecutive Project Report also to be prepared si-
multaneously, with the pro'Viso that 8nam Progetti give a rebate 
out of the agreed fees if they were asked within 30 days of the 
receipt of the Preliminary Project Report that the work for the 
Barauni-Calcutta line be discontinued. Gove~nt approved tbe 
proposal on 15th January, 1962 and Snam Progetti ",-ere informed 
of the aeceptance of the offer on 16th January. 1~. that the:Y ~uld 
prepare the Executive Rep<ri simultaneously WIth the PreliminarY 
Project Deport. 
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3.62. While the Committee ean understand Snam Progetti being 
entrusted with the work of preparation of Preliminary Project 
Report, they are puzzled by the acceptance of Ind~an Refineries 
LimitedlGovernment of the ofter of Snam Progetti to prepare the 
Executive Project Report, without first taking a firm decision on the 
feasibility of the pipelines and their alignments having regard to 
the economics of operaion and other relevant factors. The Com-
mittee cannot appreciate the plea that it was done in the interest 
of saving one working season for the execution of the Project was 
taken up in actual fact only in March, 1964, that is after more than 
18 months of commissioning Snam Progetti for the preparation of 
the Executive Project Report. The plea, therefore, is entirely un-
tenable and unacceptable to the Committee and they deprecate the 
illusion of urgency which was created for telescoping the two dis-
tinct stages of preparing a Preliminary Project Report and Detail-
ed Project Report to facilitate the I. R. L.IGovernment to take 
rational decisions. 

3.63. The Committee also find that the Government consulted the 
Indian Institute of Petroleum, Dehra Dun, and other Indian ex-
perts, about the general alignments and terminal points for the 
pipeline, only in 1962 and decided in 1962 that the pipeline should 
be la~d only between Haldia-Barauni and Barauni-Kanpur. The 
Committee feel compelled to observe that had Government taken 
the elementary precuation of settling the terminal points and 
general alignment of the pipeHne in consultation with the Indian 
Institute of Petroleum, Debra Dun, economists and other experts 
in the field, they would have saved both money and time by indi· 
cating clearly the requirements to the foreign company. The Com-
mittee would like Government to take remedial measures to ensure 
that such costly lapses which affect the very basis of planning and 
ha"e grave financial and economic implications, do not recur. 

3.64. The Committee have already commented in Chapter II on 
the manner in which the Managing Director had inducted Becht1els 
Corporation as Design Engineers and overall supervisors for Gauhati-
Siliguri pipeline project. The Committee find that the Managing 
Director of Indian Refineries Ltd. was also primarily responsible for 
bringing them into Haldia-Barauni.Kanpur pipeline project. The 
Managing Director in his letter of 5th April, 1963 to Government had 
stated inter-alia that "Bechtel Corporation have stated that modifi-
cations and simplifications in the ENI, design for the project can 
be made, without sacrificing safety and technical considerations 80 

as to yield substantial economies in project cost .... Even if even-
tually. it is decided not to proceed with the construction of the 
system through Bechtel, it may be worthwhile to engage the ser-
vices of this firm to advise us on the changes that may be introduced 
1 155 (Ail)LS-4. 
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, 

in the ENI design. We had envisaged earlier that if the EN! build 
the pipelines, Bechtel'. services might be engaged to supervise the 
collltruction." 

3.66. The Managing Director had further stated in his letter of 
4th July, 1963 ,that "ilS certain aspects of design and specifications 
in the scheme of the project drawn up by SNAM-Progetti appear-
ed to be of a somewhat doubtful nature and as certain economies 
in total project cost estimate appeared probable, the design and 
specification should be reviewed in discussion with SNAM-Progetti, 
and for this purpose the services of Bechtel Corporation of the 
USA whose employment for the Management of construction was 
in view should be utilised ...... " 

AI regards ~he fees to be paid to aechtel the Managing Direc-
tor addressed the Ministry of Mines & Metals vide his letter No. 
S-187!P&P dated 16-9-63. Relevent extracts from this letter are re-
produced below: 

"In the last few months, we have had prolonged discussions 
with the Bechtel Corporation about the cost of their ser-
vice.. To start with. Bechtel had given the following 
figures: 

(i) co~ of construction supervision and other responsibi-
lities in India, on a reimbursable cost basis. estimated 
at a total of about Rs. 60 lakhs. 

(it) costs of ~rvices to be performed outside India (e.g. in 
the U,s.A,., Italy and Japan), also on a reimbursable 
cost b~sis, estimated at $1.55 million. 

(iii) a fixed fee for all services rendered (in India and 
abroad) of $1.25 million, India Refineries Ltd., to be 
free to pay all or part of it in India, but in that event 

to bear the Iridian Tax liability. 

As a result of our many discu~ons agreement has been reached 
between IRL and Bechtel on the follOWing basis: 

{1) Two contracts will be eJrecuted, one with Bechtel Asian 
Corporation Ltd., for all services to be rendered in India 
and the other with the Bechtel International Corpn. for 
services to be rendered outside India. 

(2) The Contract with Bechtel Asian Corporation will be in 
. the sum of: 

(a) Rs. 4l.65 lakhs as a ceilin~ for reimbursable costs. 
(b) :as. 4.76 llUtbs as a fe,~ (net of IndWl~es) for s~-

vices rendered in India. . 
(c) &. 4.16 lakhs as a provision for contingencies. 

This makes a total of Rs. 50.58 lakhs as a ceiling. 
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(3) The contract with Bechtel International Corporation will 
include: 

(a) a sum of $518,9HO as a ceiling for reimbursable costlil, 

(b) a fee of $900,000. 

This make. a total of $1,418,980 or Rs. 67.M lakhs. 

(4) Payment in Indian rupees under (2.) are to be made 
monthly and those in foreign exchange under (3) will be 
made in 8 equal quarterly instalments (the first of them 
30 days after the 9ignine of the contract) and a final ini-
talment after the work i. concluded. 

The grand total of the two contracts cometS to R&. 118.12 lakhlil. 
Of tm., &. '70.81 laltha is in the nature of a ceiling .of expenditure 
and we have reMonab~ expectations that some lilavinlswi,ll accrue. 

On a tot.l project costs estimate of Rs. 24.5 crores the ~t of 
these contracts is about 4.8 per cent. We consider this to be reason-
able. The percentage on the Gauhati-Siliguri arrangement with 
Bechtel, as approved by Government was about 7; this was also 
the figure for the BOC (PL) &.ervices rendered to the 'oil India 
Crude ,Oil Piveline. It is, of course, correct that Bechtel services 
in the present case are not as expensive as the functions involved 
in the other two instances. Bechtel are not responsible for the pre-
paration of detailed working drawings (though they are rendering 
assistance to ENI); this is an ENI function, for which we have a 
separate contract in the value of about Rs. 43 lakhs. Including that 
amount, the cost of design, engineering, construction supervlsIOn 
and project management comes to about 6.5 per cent of the total 
project cost." 

The MinistrylIOC have further .$1ated. that:-

(d) "For the services to be performed outside India the fees 
had to be paid to Bechtel and these payments were not to 
attract Indian Income-Tax. 

(e) 'only in respect of the contract with Bechtel Asian Cor-
poration for Gauhati-5iliguri project an amount of 
Rs. 22.48 lakhs by way of income tax liability was borne 
by I.'o.c. The question of shifting the income tax liabi-
lity from. Bechtel to the Corporation. does not arise as in 
their offer of March, 1962, Bechtel had stated that their 
quotation was exclusive of applicable Indian taxelil but 
inclusive of applicable taxes elsewhere and this contract 
with them had also a stipulation to this effect." 
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3.86. The Committee are not able to appreciate why it was neces-
sary to bring Bechtels on to the scene when they had already com-
missioned Snam Progetti both for the preliminary Project Report 
and the Executive Project Report. 

3.87. As regards the plea that it was found possible to effect a 
saving of nearly Rs, 3 crores by associating Bechtels in finalising the 
design and specifications of lRL., the Committee would like to quote 
the considered view of the Director incharge of Indian Oil Corpo-
ration who has gone on record on 13th June, 1967 to the following 
efted: 

"The advice given by Bechtels appears to have been based on 
false premises because an economy brought about by re-
ducing capacity and by eliminating various facilities 
.......... is not a real economy, but an illusory one." 

3.86. As regards the reasonableness of the amount of about Rs. 87 
lakhs (comprising Rs. 51.19 lakhs fees and the balance reimbursable 
costs) which has been paid to Bechtels for acting as design monitors 
and project managers, the Committee would like to recall the fol-
lowing extraordinary provisions which they find incorporated in 
the agreement with Bechtels. 

"The H.B.K. project covers a span of 22 months commencing 
from 1st September, 1963 to 30th June 1965 and Bechtels responsi-
bilities hereunder are limited to performance of its service during 
such period. 96 per cent of the lump sum fee shall be payable in 
eight equal instalments, the first payable within 30 days after the 
signing of this contract and subsequent instalments quarterly there-
after. The remaining 4 per cent of the said fee shall be payable 
upon acceptance of the H.B.K. project for start up and operation, 
but in no event shan payment of said final 4 per cent deferred be-
yond 30 days after payment of the eighth and last quarterly instal-
ments." 

3.69. It is evident from the above that the agreement with Bech-
tels for payment is not related to the progress of the work, instead 
it was made time-bound, with the result that Bechtels managed to 
clear the scene after drawing more than a ClOre of rupees as fees 
and charges while the project was still in midstream as it was com-
pleted only in August, 1966 and commissioned on 26th September, 
1966. 

3.70. It would be pertinent in this connection to recall that while 
agreement with BechteJs as design monitors and project managers 
was roncludecl only ill MarchlApril, 1964, the Indian Refineries Ltd. 
had started making payments to them as early as December 1963 
without waiting for Government's approval to the agreement on the 
plea "work done, payment made", The Committee wonld have very 
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much appreciated if the hypothesis had been applied by Govern-
ment to ensure that payment was only made after the work was 
completed. The Committee cannot help the conc1usio. that the 
Indian Refineries Ltd. showed more concern for Bechtels interests 
than for the project and in fact so arranged the events that Bechtels 
became a reality as design monitors and project managers even be-
fore the approval of Government had been taken thereto. 

3.71. The Committee are also not convinced that the Pipeline 
Division of I.O.C. who looked after the crucial phase of completion 
and commisaioning of the pipeline project after Bechteb cleared 
oft the scene on 30th June, 1965 could not be trusted with the r8li-
ponsibility of project managers and deiign mana,..-s from the very 
inception. 

3.72. Th. Committee have dealt at length with the role of Bechtels 
in advising Indian Refineries Ltd. to stick to the alignment of the 
pipelines through coal-fields in Chapter VII from which it would be 
seen that Bechtels shifted their ground in crucial matters of align-
ment more than once. 

3.73. Later in this Chapter the Committee have pointed flut how 
the actual throughput capacity of Haldia-Barauni pipeline fOi' pump-
ing crude oil has been found to be even less than 1.5 million tonnes. 
as compared to Government's intention of building a pipeline with 
3 million tonnes capacity to match the plans for expansion of Barauni 
to 3 million tonnes by 1966. It is also on record that certain portions 
of the pipelines were found to have corroded necessitating replace-
ment at the cost of Snam (Estimated Rs. 15 lakhs) and I.O.C. about 
(4 lakhs). 

3.74. The above instances are indicative of the failure of Bechtels 
to discharge faithfully their responsibilities as design monitors and 
Project Managers. 

3.75. The Committee are convinced that the favoured treatment 
meted out to Bechtels and the unusual provisions in the Agreement 
made with them could not have been possible without the know-
ledge of the Undertaking and the Government both of whom should 
be held to account for the serious lapses to safeguard public interest. 

3.76. The Committee find that the Managing Director of Indian 
Refineries Ltd., in his letter of 5th April, 1963, had informed Gov-
ernment inter-alia that: "The 9 firms addressed, including ENI-
there are two each from USA., UK and France and one each from 
Italy, West Germany and Japan-have all expressed their keen 
interest in the work and have also stated that they expect to be 
able to offer credit for the foreign exchange cost involved." 
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3.77. The CGIIIlIIittee 8I'e, therefere, peatiy surprised ie find that 

the MaugiJtg Dinetor ia a Sll~ letter of fih. .luly, 1913, 
addressed to th.e Senetar)', Ministry of Mines & Metals, stated inter-
alia: "'lite eseftitiOft of the project ma}' be settled by nqotiation 
witt. th eoae..... EN! ~mpan}', an earlier decision to invite 
tenders from a num_ of selected ~ompanies being given up, 
mainly be~a... of tlle probable cIifIiculty of finding the foreiAn 
exchange involved, and also because of the likely delay in execu-
ttOl'i." The Committee are not able to appreciate how the diflicuIty 
of foreign exchange could be made an alibi for not calling for global 
tenders when it is on record that out of the 9 firms including ENI 
addressed by Indian Refineries Ltd., two each from tbe USA, UK 
and France and one each from West Germany and Japan, had all 
expressed their keen interest in the work and also indicated that 
foreign exchange credit for the cost involved could be offered. It 
would also be recalled that the ENI credit itself contained a clause 
that global tenders by advertisement could be invited. The Com. 
mittee are bamed with the manner in which the Managiag Director 
reversed the earlier indication of going in for global tenders in his 
letter of 5th April, 1963 to Government by making all manner of 
assumptions in his latter letter of 6th July, 1963 .. of foregin exchange 
difficulties got accentuated during the brief period of three months 
to such an extent that even calling of global tenders linked with 
accommodation for foreign exchange component could be arbitera. 
rily ruled out. U Government had made full use of the enabliug 
provision in the ENI credit, they could have induced ENI group 
of firms to improve their terms, as they already had their machinery, 
equipment and men in India for execution of the pipeline project 
about this time between Gauhati and Siliguri. Th" global tender 
would have had the additional benefit of giving the GO"ernment 
an opportunity to test the offer of ENI against technological deve. 
lopments in the field all over the World and it i~ "«,,ite possible that 
the shortcomings, particularly in the capacity an;: alignment which 
came to mar the Project at a later date would ha~ been avoided. 
The Committee would like Government to fully JDvestigate the cir. 
('umstanees under which IRL and Government allowed themselves 
to be persuaded to hand over the eonstruction contract to Snam. 
Saipem exclusively without puttillg it to sure and pradical test of 
global tenders. 

3.78. The Committee had desired to know from the Government 
and lOC that detailed facts about the shortfall in the capacity of 
Haldia-Barauni pipeline as compared to the intended and designed 
capacity_ Government/lOC have supplied notes/reports of Direc-
tor-in.charge (Pipelines) IOC. (Appendix V), Chairman, IOC 
(Appendix VI), Sub-Committee of Directors of IOC (Appendix VII), 
on the subject, together with the decisions of the Board of Direc-
tors, IOC, thereon. 
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3.79. A eopy of the minute of dt!Ient by on.' Cff the Di~fS ot 
IOC and a detailed note prepared by the Managing Directo-r (R&P) 
thereon and Board's decision on this aspect, have also been commu;. 
nicated. The Government have also supplied a copy of the Report 
of the Internal Audit Officer of IOC on the subject as it figured in 
the note of dissent by a Director of IOC as well as in the note pre-
pared by the ManagiIig Director (R&P) on it. 

3.80. Before dealing with the reasons for shortfall and respon-
sibility therefor, the Committee would like to recall the facts as 
set out in paras 2 and 3 of the note dated 18th, May, 1967 on the sub-
ject by the Director-iri-charge (PipenD.es), IOC: 

"A Committee of six engineers in tlie Pipelines Division was 
recently asked to examine these specifications in the light 
of the hydraulic gradient of the Haldia-Barauni pipeline, 
the specification of the pipe and the maximum pressure, 
which can be built up by the pump installed. It was found 
that even with all the pumps at Haldia, Burdwan and 
Asansol working 24 hours a day for 335 days a year, it is 
not possible to deliver more than 1,774,800 metric tons of 
Kuwait type of crude to Barauni. If the crude is lighter 
(like Agha Jari), the quantity will be even smaller. How-
ever, it may be pointed out that it is not usual that all the 
pumps will work all the time and according to SNAM's 
own design concepts, as follewed in the pumping stations 
at Gauhati, Barauni and Mughal Sarai, one pump at least 
is always kept as a stand-by and the station is assumed to 
work 8000 hours per year. Therefore, under normal 
operating conditions, even with 335 x 24 hours pumping, 
when provision for stand-by pumps is kept as would be 
necessary at Haldia and Asansol, the quantity of crude 
that can be delivered at Barauni will be less than even I! 
million tones per year." 

"This discovery of the shortfall of line capacity means that 
SNAM Progetti has failed in more than one document 
forming part of their contractual obligations to make a 
correct statement of what the pipeline capacity is. Even 
Bechtel who was closely associated on our behalf in the 
examination of the design and engineering failed to notice 
this anomaly." 

3.81. The Committee find that while most of the issues have been 
identified, the cOnclusions reached cannot command unquestioned 
acceptance, as, in the first place, these were inqUired into either by 
Chairman, JOe, or a Committee of the Directors of JOC who can-
not, in the natUl'e of things, be expected to probe, without reserva-
tions, into the action of the then Managing Director of Indian Refi-
neries Ltd., as be was occupying at the time of inquiry by JOe the 
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atratepe poaltioJa of Seeretary of the Ministry of Petroleum and 
CIaemIcaJs, aDd aJMler wbose administrative eoatrolJOC feU •. 

3.82. Moreover, the Suh-('.ommlttee of four Directors of JOC (one 
of whom was later replaced 011 his transfer by another Direeter) who 
made Inquiries into the matter included some high-rankiag ofllcers 
of JOC two of whom were earlier directly connected with tile mat-
ter at the relevant time as Joint Secretary, etc., in the administra-
tive Minbtry of MiDes & Fuel 

3.83. Further, .ome of the cOlIClusions reached naturally are far 
from eoaetustve and appe_" more Uke a possible hypothesis to save 
the trouble of a detal1ed and searching inquiry. 

3.M. For example, on the important question of effect of amend-
ment made in July, 1964, to the original agreement concluded with 
8n8m in July, 1963, the Chairman, IOC, in his Report dated 25th 
January, 1968 has inter alia observed: 

"The question, therefore, is whether the reduction in prices 
as indicated above is commensurate with the reduce erec-
tion work included in the amendment. This is a matter 
on which it is extremely difficult to pass any judgment at 
this point of time. The decision at that time was appa-
rently guided by the categorical advice given by Bechtel 
in writing to the effect that they had made a thorough 
review of the actual erection cost and considered the price 
finally agreed as reasonable. It has to be appreciated 
that Bechtels were appointed as the IRL's ManagerlAgent 
to deal with certain aspects of the design of the pipeline 
system prepared by Snam Progetti with a view to effect-
ing economy in project cost and to supervise the cons-
truction jobs of the pipeline and as such the Management 
had to reply on their judgment. In case, however, the 
Board desire to go into this matter-fUrther, iCwilChive 
to be avery exhaustive·exereise;t06e undertaken by the 
Sentor-englrieerS-ana aceountS.".--------- -.--.-.... -... -.-.... -. 

3.85. The Sub-Committee of Directors, while discussing in their 
Report dated 25th January, 1968 the deficiency noticed and measures 
required for bringing up the capacity of the pipeline to 2 million 
tonnes have I1lter alia observed: 

"The deficiency can be made good and the transport of 2 mil-
lion tonnes of Light Iranian crude oil ensured by the fol-
lowing measures, under normal operating conditions and 
normal safety factor: 

(1) Establishment of two new pumping stations at locations 

·Un iarlivilll do:;e b)' the Clmmitt«. 
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between Haldia and Barabadar on one side, and between 
Asansol and Barauni on the other; 

(il) Provision of standby mainline engine and pumps at 
Haldia and Burdwan; 

(iii) Certain readjustments in the location of pumping capa-
city as between Haldia and Asansol. 

The cost of the above modifications has to be estimated care----- ---~--.-.-------- .. ----
fully, ~~~. prima facie it can be ~t~_~at _t~is _~ill __ ~ 
in excess of S 200,000 mentioned by Bechtel. All pump-

----~.-~ 

ing units will have to be imported."· 

3.06. The Committee are constrained to say that while ialues are 
pO!Jed, the problem is not faced squarely liS evidenced in the first 
case from the obaer-.ation "it will have to be a very exhaustive 
exercise to be undertaken by the senior engineers and accountants", 
and in the second case in respect of the cost of modification for 
reaching Z million tones pipeline ~apacity-that it would have ''to 
be estimated carefully, but prima facie it may be stated that this 
will be in excess of S 200,000 mentioned by Bechtel. All pumping 
units will have to be imported." 

Loss of documents pertaining to Agreement with Snam 

3.87. The Board of Directors of IOC considered in detail the-
report of the Sub-Committee of the Directors on the loss of papers 
and documents pertaining to agreement with Snam and have gone 
on record at their meeting held on 26th March 1969 to the following 
effect:-

"The members of the Board, however, expressed serious con-
cern on the question of non-availability of records. They 
were particularly perturbed to note the findings of the 
Committee as contained in paragraph 17 of its report to 
the effect that it seemed that due care had not been taken 
in scrutinising, editing and assembling the contractual 
documents. It was revealed that the file which should 
have indicatedthe movement of the contractual papers, 
was not avoidable. The Board, therefore, decided that 
the Managing Director (R&P) may conduct furthel' 
enquiries as to the loss of the file and also fix responsibi-
lity, if posi'ible. The Managing Director (R&P Div.) was 
requested to report his findings to the Board at its next 
meeting." 

3.88. The Board Of Directors at their meeting had also desired 
that the Managing Director (R&P) should conduct further enqui-
ries as to the loss of the file and also fix responsibility, if· possible, 

·Underlining ,~o:_e by the Committee. 
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and report to the Board. Accordingly, the matter 'II~. further gone 
into in detail by the Managtng Direetor (R&P) and tbe results of 
the investigations are contained in hit report dated 30th •• y, 1989. 
Some relevent extracts from his report are re;;roducM below: 

"The then Officer-in-charge of the IRL'. Secretariat wa there-
fore consulted. ACCording to hi~ recollection, there were 
no such file (s)lpapers. The finalisation of contractual 
matters was mostly done through discuSBionslnegotiations 
aeross the table. No. record was kept of those discussions 
at various stages. The fin'al comparing of the draft con-
tract documents was also dealt With in a similar fashion, 
understandably to save time. This view is based on the 
appreciation of ciTcumsfar't~ obtailrlng then as under-
stood from the following: 

In January 1963 the Govt. of India in the Ministry of 
Mines and Fuel, on a reappraisal of the oil position on 
account of the Emergency had taken the fonowing 
decisions: 

(a) The construction work at the Barauni Refinery should 
be intensified and speeded up in order to bring it into 
production at the earliest possible moment. 

(b) The Gauhati and Barauni Refineries, as at present 
planned, should be expanded to achieve actual 

throughputs of 1.25 and 3 million tonnes per annum 
respectively by 1965-66. In the first instance, they 
should include the utilisation of the excess built-in 
capacities available and later such de-bottlenecking 
measures as may be found necessary should be adop-
ted in order to achieve the expanded throughputs. 

(c) An oil pipeline from HaldialCalcutta to Barauni be 
Constructed for transport of crude oil to feed the 
Refinery, should this at any time be found necessary 
or to move products. 

(d) IRL should proceed expeditiously with the construc-
tion of the Gauhati-Siliguri Products Pipeline Project 
as already sanctioned by the Government. 

The early completion of H.B".K. Pipeline Project for strategic 
reasons had become the most important objective before the Gov-
ernment and the Indian Refineries Limited, and the project matters 
had naturally to be handled in the most expeditious manner." 

3.89. The Committee take a very serious view of the fad that the 
important records Of IRL, particularly the Enclosure 18 of Part U-
'Job Description', etc.--and papers indicating the stages of processing 
of eollkld doauaeag a& dlo MOU Iovola of IIlIDIICllDCDt, He Dot 
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available and are reported to be missing. The laM· C)f such flt'al do-
ments cannot be treated with complacency. What amazes the Com-
mittee the most is that "no record was kept of those disMlssions at 
various stages" which led to the "finalisation of contractual matters". 
All this is sought to he jastifietf on the ground tliat the work waf 
handled on a "war footing". The Committee are unable to aeeept 
this plea,- as they consider it the first and foremost duty of those who 
are handling important negotiations involving crores ot rupees to 
maintain faithfully confemporaneoas records of the negotiations so 
that these ean be suitably drawn upon for settling details of the 
agreement and for inforIDing the Board of ManagementlGovernrnent 
~f the nuances of the various clauses of agreement and how maxi-
mum 8'dvantage has been secured for the Public Undertaking and 
every care exercised to safeguard public interest. The Committee 
cannot resist the impression that the negotiations were not carried 
out with diligence or care; otherwise how else can the defecth-e 
nature of agreements with foreign companies be explained. 

3.90. Moreover, the procedure of dealing with such matters on a 
war footing has given neither results in the matter of expeditious 
completion of the pipeline (it was delayed in commissioning by more 
than 18 months), nor achieved the objective underlying its construc-
tion in as much as the capacity established is far below the 3 million 
tonnes capacity of Barauni refinery. 

3.91. The Committee would like Government to take very serious 
notice of this lapse on the part of those who were entrusted with the 
negotiations and take suitable action against them. 

3.92. The Committee would also like Government to issue stand. 
ing instructions in consultation with the Ministry of Finance and 
the Comptroller & Auditor-General of India on the manner in which 
contemporaneous records of such negotiations should be kept for 
future reference. As copy of these instructions may also be furnish-
ed to the Committee for information. 

Casual Attitude of General ManagerlManaging Director 

3.93. The Sub-Committee of nil-ectors of IOC which looked into 
the internal administrative lapses in the matter of occurrence of cor-
rosion and shortfall in the Haldia-Barauni pipeline section have 
inter alia stated: 

"The Sub-Committee came across a letter written by Bechtel 
on 26th September, 1963 to IRL on the- subject of location 
of the Asansol pump station and would like to reproduce 
below the same as it touches on the ca?acity of Haldia-
BaraUIii line for crude oil movement. 
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"Subject:-Location of the Asansol pump station HBK pipe-

line project. 

In order to combine the pump station with a delivery point for 
distribution of products at Asanso!, Snam India Branch have proyCS-
eel that the pump station be located on the outskirts of Asansol 
which i. 24 miles north of the calculated ideal hydraulic location. O~ 
Milan Oftlce has informed WI that the selection of this location would 
result in no significant reduction in crude oil throughput, and would 
still allow the transport of 1,705,000 metric tonnes of kerosene equi-
valent per year which is greater than the estimated required capa-
clty. The selection of this location would, however, cause a decreaSE> 
of 195,000 metric tonnes per year in the actual maximum capacity 
obtainable from the presently proposed facilities of 1,900,000 metric 
tonne. per year. It would allO result in a decrease of 330,000 metric 
tonnes per year (kerosene equivalent) from the 2,850,000 metric t"n-
nes per year maximum capacity which could be obtained from the 
system by the addition of additional pump stations. 

It would appear reasonable to us to accept the combined !Jump 
station distribution point at the convenient location adjacent to 
Asansol in view of the fact that the somewhat lower throughput 
figures resulting from this are in any case considerably greater than 
anticipated needs, but please let us know your decision in this 
matter. 

Sdl-. M. Gopal Menon, GM 
29-3-63. 

Sdl- P. R. Nayak, MD 
29-3-63. 

Yours truly, 
Sd.\- H. M. McCamish, 

Project Manager. 

The mention in this letter of 1.9 metric tonnes of crude oil per 
year (as against 2 million tonnes envisaged till then) is rather intri-
guing. The circumstances in which a lower figure was not objected 
to and a still lower figure was endorsed in the context of corr.bined 
pump station distribution point near Asansol are not quite discerni-
ble at this belated stage!' 
",.. 3.94. The Committee too are peatly "iatr'igued" bow a very 
important communicatloD from Bechtels which dearly mentioned 
the deaip capadty of the pipeliDe as 1.t million toanes pet" year 
did DOt make the .. GeHrel Manaprj Managing Director of JRL 
to sit up ad take a flnn 04 aaeqaincal .taa4 on this attrition of 
the capacity of the pipeline. The Committee are amased that the 
redaction of the tIaroachput capacity of the pipeJiDe coaW have IJeeu 
dealt with ill such a casual ad perfunctory mumer. The Committee 
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consider that the matter cails for thorough investigation for fixing 
l'esponsibility on aU those officials who were lax and casual in dis-
charging their responsibilities. 

Defective Agreement with Snams 

3.95. The Sub-Committee of Directors of IOC in their report 
dated 25th January, 1968, have also observed: 

"The primary design was done by Snam Progetti of the ENI 
group by an agreement arrived at through the exchange 
of letters in November, 1967. This document also does not 
provide for any penalty for any lapses by Snam Pro-
getti for arbitration." (Para 10 iv of the Report). 

3.96. The Committee need hardly point out that it is not without 
significance that the date of sanction of Government letter to Indian 
Refineries Ltd. to enter the construction contract and the actual date 
of signing of the contract by the IRL with SNAM SAIPEM is the 
same viz. the 31st July, 1963. The Committee are not able to appre-
ciate the great haste with which such an important contract involv. 
ing over Rs. 11 crores was concluded without fully safeguarding 
Government's interests. 

Effect of July, 1964 Amendment on Cost of Civil Works 

3.97. There is yet another aspect which has been hinted at in the 
Chairman's note dated 25th January, 1968 relating to the effect of 
amendment of July, 1964 on the original agreement of July, 1963 in 
respect of the cost of civil works which were excluded from the 
responsibility of Sn8m and taken over by IOC. The Chairman ob-
served inter alm in this note: 

"However, in order to reach a firm conclusion whether the ex-
clusion of civil industrial work in pumping sta.tions from 
Sn8m'. responsibility worked out to the disadvantage of 
the IOC needs a very exhaustive comparison of the items 
and extent of work contemplated in the original contract 
and the work actually executed by the roc under the 
supervision of Snam. This comparison could best be made 
only with the detailed working drawings of all civil en-
gineering works a~ pumping stations, if they were at all 
available at that time. Therefore, here again the consider-
rations advanced in the preceding paragraph equally 
apply in this case. It has, however, to be. kept in view 
that all contracts for these jobs were approved by IOC 
(IRL) before acceptance." 

3.98. It has also been stated by lOCI Government in a written note 
to the Committee that: 

"The representatives of Snam were invited for a discussion on 
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the question of making up the shortfall in the 2 M. Tonnes 
C8lpaclty. The agreement arrived at with them in regard 
to the shortfall in design capacity was placed by the Sub-
Committee before the Board at its meeting held in Augustt 
1968." 

Full details of the agreement have not been given to the Com-
mittee. 

3.99. However, the Committee find an incidental reference to it 
in Para 18 of the report of the Sub-Committee of Directors of IOC 
dated 10-2-1969, which went into the question of internal adminis-
trative lapset in the matter of shortfall in design capacity of HBK 
pipeline section and oc.currence of corroaion. Para 18 of the· Report 
of the Sub-Committee of I;>irectors of IOC reads as follows:-

"LIItly, 10 far as Snam are concerned, their liability in the 
matter of design capacity of the line has been the $ubject 
matter 01. a~es 01 discussions with them. As a result, 
they have already made good the deficiency in the design 
capacity in full by affording a credit to IOC of Rs. 14.62 
lakhs plus US dollars 1,75,200 the estimated cost of bring-
ing the capacity to 2 million tonnes of crude oil per year. 
No furiher action is, therefore, warranted against them." 

3.100. The reported agreement between JOC and Snam needs care-
fDl IUUthQr of Govenmeut to JDak.e sure that full .demages have 
been recovered, from Suam for tbe PlOved delc:iency in the capacity 
U C:OJDpared to the commissioned c:apacity. 

Legal Responsibility of Snam and Bechtel$ 

3.101. The Committee have been informed ill a note by IOCIGov-
ernment that "the opinion of 8hri A. A. Peerbhoy, Bar At Law and 
fonner Director, IOC's Board, on the exact nature and extent of 
responsibility of Mis. Snam and Bechtel in regard to shortfall in the 
design capacity was obtained." 

3.102. The Committee, ~ev_, have aot beea furDisJaed the full 
iPt oftbe leeal opiDioD Of Shri A. A. Peerbhoy as to tile nature and 
extent of responsibility of the c:oDtraeton oa tbe relevant issues. 
Th.e CODUDittee would like Gevenuaeat to _tam. the legal ...-nOD 
at the highest level so that the best c:Gnstradio. taD Iae put upoD it 
and DO eJfort is spared to briDg home the responsibility for thi$ 
lailure to Messrs S .... aD. Bechtel 
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D~Qlin9 with Bechtel 

3.103. The Commit~ have in the earlier Chapter cOlllmented on 
the induction of Bec~tela into the Gauhati-Siliguri pipeline proje.ct 
at the instance of th,e then Manaoging Director of IRL. It is also or'! 
record that the initiative for bringing Bechtels into the HBK pipe-
line was also taken by the then Managing Director of the IRL. Th~ 
dealings of Bechtel and the quality of service rendered by them 
have been the subject of comment by the Sub-Committee of Direc-
tors of the IOC in their Report dated 25th January, 1968, and by the 
Chairman, IOC, in his Note dated 25th January, 1968. Some of the 
observations made in the afore-m~ntioned Report/Note are repro-
duced below: 

"The fact remains that Bechtels were introduced to ENI as 
tlle lpok,esxnan of IRL in matters of design. Howeva-, in 
the coptracte with Bechtel for the consultancy-manage-
!.Ilent ",rv;ic. for this pipeline, there is no provisioll {r r-
.n1 peDalty in MlSJ of any default on their part. There 
ii, ho"ever, provision for arbitration in London under 
the London Chamber of Commerce. Furthermore, Bech-
te~ appear to ha~ covered themselv~ in the matter of 
all supplementary contract documents advising IRL in 
writing of the action they were taking." 

,(Para 10 (iii) of the Report of the Sub-Committee of Directora) 

"EN! maintain that with the appointment of Bechtel to review an4 
Illonitor designs the final respoNibility is no longer with: 
them. Bechtel, however, states that the primary respop-
sibility for engineering design is that of Snam. Progetti 
even though "they may hav~ suggested certaiJl I»od.i~-
tions." . 

• • • • 
"In so fat' as the IRL is concerned, comple~ reliance w:'l$ plac-

ed on Bechtel in the matter of design and other technical 
matters as they were the advisers, consultants and Project 
Managers. Bechtel claimed that at every $teil UiL's 21P-
proval. was obtained." 

(Para lO(i) of the Report of the Sub-Committee of Directors) 

3.104. The Chairman, IOC, in his noted dated 25th January, 1968, 
has remarked: 

"As regards the Bechtel's responsibilities and powers as de-
fined in the Amendment, it is a matter of fact. The ques-
tion whether these powers were nece6sary or liberal has 
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to be viewed in the context of the IRL's organisation and 
capacity at that time to dea.l with a Project of this com-
plexity and magnitude and Bechtel's performance in the 
case Of Gauhati-Siliguri Pipeline contract. It is indeed 
difficult to judge this question at this point of time." 

(Para 12 of the Chairman's Note dated 25-1-196£) 
3.1OS. It would be pertinent to recall the conclusion of the Board 

4f Directors of JOC after a lengthy discussion about the dealings of 
Bechtels. The minute of the Board's meeting held on the 26th March, 
1969, inter alia records: 

"Looking into the dealings and records of Mis. Bechtel, the 
Board decided that the Corporation will not have any 
dealings in futUre with the party." 

3.106. The Committee need hardly point out that the Resolution 
of the Board of Directors of IOC is conclusive on the subjed and 
underlines the need for a thorough investigation by Government to 
determine' the manner and the reasons for which Mis. Bechtels were 
brought on to the scene, first for Gauhati-Siliguri pipeline project 
and later for HBK project and paid over Rs. 1.5 crores (comprising 
Hs. 75.48 as fees and the balance as reimburseable cost) with hardly 
any commensurate benefit to the Project. In fact, but for their inept 
technical advice at crucial stages the history of the project of HBK 
pipeline may well have been different. The Committee would like 
Government to pursue the matter to its logical conclusion and take 
up with all thOse concerned with the introduction of this party to 
the Pipeline projects and the undue favours which were shown to 
them at every stage as evidenced by the unusual provisions of the 
agreements. The Committee cannot help pointing out that the 
then Managing Director, IRL, who was signing the agreemeuts on 
behalf of IBL showed more concern for the interests of the Bechtels 
than for the public money he was entrusted with. 

Failure to infonn the .aoard!Government 

3.107. The Chairman of IOC in his note dated 25-1-1968 has clear-
2y pointed out: 

"In so far as the remission of this matter to the Board is con-
cerned, it seems tha.t no reference has been made to the 
Board ever since it authorised the Managing Director to 
approach the Government for award of the cOntract t'l 
Snam at its meeting held on the 5th July. 1963." 

The Board have also gone on record to the effect, at the meet1..ng 
held on 3rd February, 1968, that:-

"Out of the report and the discussions thereon, it emerged that 
the Board had been by-passed in the m9tter. The Board 
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was very emphatic that the matters of such importance 
should necessarily be reported to the Board at the earliest 
possible opportunity. The Board also wanted to place on 
record that· in future all such important matters which 
entail in itself any project of capital nature involving its 
performance, its capacity, design or of financial implica-
tions, should be brought before the Board for its notice 
and appropriate action. The Board's decision in the above 
matter also applies to any significant amendments which 
are of the a.bove nature to any existing contracts Or pro-
ject." 

3.108. The above extracts from the Resolution of the Board of 
Directors of IOe would conclusively prove that the then Managing 
Director was acting on his OWn in his dealings with Snams as well as 
Bechtels in vital matters concerning the capacity of the pipeline; 
by-passing thus the Board of Directors. He also failed to obtain 
prior specific approval either of the Board of Directors or Govern-
ment to the deviations which adversely affected the capacity of the 
Project without any commensurate saving in expenditure. The 
Committee are puzzled how the Board of Directors/Ministry allowed 
the then Managing Director to act in this manner to the detriment of 
public interest. The Committee would like Government to fullY 
investigate the matter and &x responsibility. 

Note oj Dissent by Director oj IOC 

3.109. Reference has been made earlier to the note of dissent 
dated 6th August, 1969 by a Director of IOC. The Committee are 
informed that a detailed note giving comments of the Managing 
Director (R&P) IOC on the aforementioned note of dissent was 
circulated to the Board of Directors on 28th August, 1969. The mat-
ter came up for consideration at the meeting of the Board of Direc-
tors of IOC in February 1970 and the following Resolution was pas-
sed by the Board: 

"Shri Roy Choudhry did not so far circulate any further note 
but indicated that he had already taken up the point::; in 
his minutes of dissent with the Ministry. The Chairman 
stated and the Board agreed that the Board was the pro-
per forum for a Director to discuss such matters. After 
a lengthy discussion it was agreed to· file this item .... " 

3.110. The Committee note that Government are already seized 
of the subjects mentioned in the note of dissent of the Director. In 
Particular, the Committee would like to draw attention to the fol-
lOwing observations made in the note of dissent by the Director: 

"The Internal Audit Report throws further light on the 
subject and records the effect of the Amendment ot 
(July 1964) on the main subject. 

1155 (AU) LS-5. 
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It also makes an important observation in the concluding 
part of the report that "Sanction of the Government 
does not appear to exist for the execution of the HBK 
project at a cost of approximately Rs. 26.42 crores. 
Sanction only exists for entrusting the work to Snam-
Saipam at a cost of RI. 11.33 crores." 

3.111. The Committee have noted with pave concern the obser-
vations of the Internal Audit Officer that there does not appear to 
~xist any sanction of Government for the execution of the Balclia-
Barauni-Kanpur projects over which an expenditure of over Rs. 26 
crores has already been incurred. The Committee wonld like to be 
Inftmned of the factual position. If the posttien as stated ill the 
Report of the Internal Audit OfIker il corred, the Committee ex-
ped GoYenunellt to take actiOll agaiDat aU these who are respon-
sible for this lapse. 

3.112. The Committee are not able to apprecia,te how this impor-
taDt Audit Report dealing with several matters of vital importance 
to JOC could be allowed to remain without detailed investigatioo 
anel report ltoth to the Board of JOe and Government. The Com-
mittee need hardly stress that the various other issues raised in the 
Audit Repo,t should be thoroughly examined iJl consultation witb 
the Comptroller and Auditor General and the responsibility for the 
loss suffered by the UndertakingjGovernment fixed and deterrent 
action taken against all those who luave abowa laxity in the dis-
char,e of their responsibilities. 
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KOYALI-AHMEDABAD PRODUCTS PIPELINE 

This pipeline is a part of the Gujarat Pipelines owned by ONGC 
and is on lease withlO.C. w.e.f. 1st April, 1966. 

4.2. The main features of the pipeline are given hereunder: 

Main Features 
(i) Construction Contractors 

(ii) Design Engineers & over all 
supervisors . 

(iii) Date of commencement of 
Construction 

(iv) Actual date of completion • 
( v) Length & inner diameter of 

pipeline 
(vi) Actual installed capacity 

(vii) Capital cost 

Working of the Pipeline 

SNAM-SAIPEM subsidiary of 
State owned Italian Company 
E.N.I. 

SNAM-PROGE1'TI 

II4 Km.-8" dia. 
7,00, 000 metric tonnes 

year 
Rs. 271.86 lakhs. 

per 

4.3. Since the date of its commissioning viz. 1st April 1966, a total 
quantity of 13.84 lakhs metric tonnes of petroleum products upto 
1968-69 have been transported from the Koyali Refinery and pro~ 
ducts are moved to Sabarmati for distribution in the meter ,gauge 
areas. The product-wise break up as well as tlle number of the 
working days are given below: 

1966-67 1967-68 1968-69 
(M.T.) (M.T.) (M.T.) --- --'--

Motor Spirit . 63,406 90,499 ~ 139,973 
SuperIor Kerosene 117,893 187,016 227,153 
H.S.D 102,137 111,254 183,596 

ATF. 92,674 
TOTAL 283,-436 388,769 Naphtha 68,518 

Number of days worked 175 219 327 7II,914 
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4.4. The percentage of utilisation was 41 per cent in 1966-67, 
55.5 per cent in 1967-68 and 102 per cent in 1968-69. 

4.5. The financial results of the working of the pipeline are given 
below: 

Income 1966-tq 1967-68 19(:)8-69 

(Rs. in lakhs) 

Preifht recovery from Ma,rketing Divi-
SIon 30·45 39·05 66·49 

Miscellaneous 0.07 o. II O. II -- ---
30.52 39·16 66.60 

Operating expenses including deprecia-
tion 21.46 21.61 24·35 

NET PROFIT 9·06 17·55 42. 25 

4.6. The pipeline is expected to show the follOwing profits during 
the current and the next four years·:-

19b8-69 
1969-70 

1970-71 
1971-72 
1972-73 

(Rs. in lakbs) 

25·79 
33. 60 
32.40 

36 .92 

37·45 

4.7. The pipeline was built by on and Natural Gas Commission. 
The construction contractors were Mis. SNAM-SAIPEM, and Design 
Engineers and overall supervisors were SNAM-PROGETTI. 

4.8. The completion schedule as originally contemplated was as 
under:-

Starting Com.pletion date 

31- 12- 1964 
-At the time of flCt\l81 verification, the .Ministry stated :-

"The Pipeline is expected to show the i .>llowing profits/losses during the following 
Two yean :-
(+) (-) 1969-70 . (-)2S'79 laths (ProViSional) 

1970-71 . (+) 4o'U laths. 
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In the actual execution, the work was started on 16th January 
1965, the line was tested and kept ready for commissioning on 3rd 
February, 1966 and actually commissioned on 1st April, 1966. 

4.9. On 8th August, 1964, the Government of India decided to 
transfer the Koyali-Ahmedabad Product Pipeline to IOC after cons-
truction by ONGC on cost price. ONGC handed over the pipeline 
to IOC on 1st April, 1966. The formalities like the execution of 
transfer deeds etc. were not however, completed. In December, 
1966, IOC took up the question of formal transfer of this pipeline 
to lOCo The Government of India issued a directive under sub-sec-
tion 3 of Section 14 of Oil and Natural Gas Commission Act direct-
ing ONGC to transfer the pipeline to IOC from 1st April, 1968. 
The Government of India also advised IOC and ONGC that the 
possession and use of pipeline by IOC from 1st April 1966 to 31st 
March, 1968, may be regularised by entering into a lease deed by 
IOC with ONGC. 

4.10. It has, however, not been possible to effect the formal trans-
fer. Certain differences between LO.C. and O.N.G.C. relating to 
the value of transfer, determination of lease charges for the period 
during which the pipeline has to be treated as on lease with IOC 
remain unresolved and the matter is under consideration of the 
Government. * 

4.11. In the ai:>sence of transfer of ownership to IOC and mutual 
agreement on lease charges, IOC has been providing a liability for 
rent (lease charges) in its books of accountants on a provisional 
basis. The rent shown as payable to ONGC is a deductable expendi-
ture in the computation of profits and gains of business as per the 
precisions of Indian Income Tax Act. 

4.12. During evidence the Committee were informed that the 
case had been pending for decision in the Ministry since 1967. 

4.13. The Committee regret that although the defacto transfer of 
Koyali-Ahmedabad Pipeline has taken place the question of dejure 
transfer of the Koyali-Ahmedabad Pipeline has not been settled 
since 1967 in spite of the fact that both IOC and ONGC are under 
the administrative control of the same Ministry. Such prolonged 
indecision and delay in the Ministry, in the opinion of the Com-
mittee, are n9t indicative· of ~editious and business-like ap-
proach,. which should- disting1lish a Ministry. administering Public 
Undertakings. . - . I 

-At the tim~ of fa::tual verificatiOn tJ-·e Ministry stated: 
" ............ the matter was finany settled in October, r969 and the formal transfer 

nas since been effec.ed on 1-4-70. The amounts of lease charges for the years concerned 
have also been decided and paid/being paid to the Oil & Natura) Gas CommissiOn by 
the IOC". 
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ESTIMATES 

The Table below gives the original Project Estimates and hal 
Project Estimate. iD. respeet of the three Pipelines:-

GtmIwi-SiJipri P;,elme 

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

Original Estimates 
First Revision 28-1-63 
Second Revision 15-2.-66. 

Final Estimates August, 1966 

Hdldia-Barauni Ktmpur Pip,line 
ariginal Estimate 

First Revision July' bS 
Second Revision Au.&,' 66 
·Final Estimate88 

K~li AhmedtUJad 

Final Estimates 
-Final Estimates 

591.20 

661. 52. 

715·3'8 
77';.38 

~ 

2.741.89 

S 3083.42 
Uader preparation. 

271.86* 
Under preparation. 

5.2. The Miniat!y have tuni&bed the following Note on the rea-
SODS foI' iDcI'ease in the Estimatea from Rs. 591.20 lakba to Ri. '1'15.38 
lakhs in respect of Gauhatt Si1i8Wi pipeline: 

liThe QoveJ:lUllent, appI'Qved th~ ~I'Q~t coat of Ri. 591.20 l.akhs 
f9Jl tb, GaubaU-5.W.guri Pipeline Ik'eje,ct OJI., 4.10.62. SubsequenUY. 
the Board of Directors, in their meeting held on 28th J~uuy, 1963 
appI'Qved the project cost estimate of Rs. 661.52 lakhs. In his letter 

.S ubjec:t to variation on finali.sation of-cert.ain adjuatmenta in ClPual amount. 

.~ 
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dated 22nd December, 1962, to the Secretary to the Government of 
India, the Managing Director stated that: 

"the increase of about Rs. 62 lakhs over the estimates sanction-
ed by Government is due mainly to the following reasons: 

(a) Extra cost on Rourkela pipe; the original estimates of 
ex-mill cost was taken as Rs. 823 per tonne, but the 
present assumed cost is Rs. 1300 per tonne. This alone 
would increase the cost by about Rs. 601akhs. 

(b) As a result of the likely inclusion of light Diesel 
Oil in the products to be moved, it has become neces-
sary to have one intermediate pump station, besides the 
main one at Gauhati. In any cas'e, it has been considered 
desirable to make provision in the project for reverse 
pumping from Siliguri to Gauhati to provide for any 
emergency in A$sam. The second pump sta.tion referred 
to will, therefore, in the first instance, be set up at Sili-
guri. The extra cost on this pump station is about 
Rs. 10 !akhs." 

"EN! have stated that their present offer is open only upto 12th 
January, 1963, the date on which their credit ipsurance arrangements 
in Italy exp~e-and they require that the contact be concluded with 
them by that date. In that event the work will start in March, 1963 
and be completed by August, 1964. SNAM have explained that, as 
things are, it is impossible to complete the work by March, 1964, as 
originally enviaged except at an increased cost of nearly Rs. 85 lakhs 
over the present terms. This increase is not considered worthwhile." 

"As the Governm.ent is aware, thfs line is an urgent necessity 
and is essential for the proper functioning of tlie Gauhati Refinery. 
We, therefore, recommend that the SNAM offer for construction, as 
explained in thi's letter, may be accepted and Government's approval 
conveyed to us by the 5th January, 1963 at the latest:" 

The eontraet with SNAM will be as follows: 

ffis. in lakhs) 

Total Itadiim Foreiga 

Construction contract 281·73 166.84 114· 89 

SUpply of material contract 38. 07 3. 05 35·02 

319.80 169. 89 149·91 
-~ ----



----_._----
Contingencies 5% 15 99 7 50 

------ ----
GRAND TOTAL 335'79 157.41 

liThe sanction requested is to a contract of the total value of Rs. 
335.79 lakhs with a foreign exchange component of Rs. 157.41 
lakhs, but the initial payments to SNAM of 5 per cent on the foreign 
exchange component will be based on the cost exclusive of contin-
gencies, i.e., Rs. 149.91 lakhs. It may be noted that on the construc-
tion works only, the foreign exchange component comes to about 
40.4 per cent the corresponding figure in the OIL Contract is report-
ed to be about 58 per cent. The reduction in the present case is due 
to the existence in India of a good deal of Italian personnel and 
aquipment and certain other factors." 

5.3. Accordingly, Government sanction was issued on January 21, 
1963. 

5.4 The project cost of the Gauhati-Siliguri Pipeline was discussed 
again in the board meeting of IOC (RD) on 31.1.66. The revised pro-
ject cost estimate was Rs. 775.38 lakhs. It appears that after having 
secured Government sanction to the part relating to the main line 
construction work under the contract with ENI-SNAM on 21st J an-
uary, 1963, the Board conSidered appropriate to go upto the Govern-
ment for sanction to the revised estimate only on the completion 
of the work. This is borne out by such stipulation occurring in the 
agenda note circulated for the meeting of the Board of Directors on 
21.1.66 and also by the letter written by the Financial Controller to 
Government on 15th February, 1966 by which he sought Govern-
ment's approval to the revised cost estimate of the above pipeline 
for a total sum of Rs. 775.38 lakbs. Government examined the revised 
project cost estimate of Rs. 775.38 lakhs for the Gauhati-Siliguri 
Pipeline and after having been satisfied, the above revised project 
cost estimate was approved on 2nd February, 1967. 

5.5. The table 'below gives the project cost estimates of the Gau-
hati-Siliguri Pipeline Project as it was sanctioned on 4.10.1962 by 
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Government, 28.1.63 by the Board of Directors and 2·.2.1967 by Gov-
ernment." 

Particulars 

I. Right of way 
2. Pipeline Material· 
3. Pipeline Installation 
4. Engineering Mmagement Fee 
5. Engineering Mmagement Ex-

penses 
6. Expenses of indian Staff and 

facilities 
7. Contingencies 

TOTAL 

8. interest on capital loan 

GRAND TOTAL • 

Govt. 
sanction 

of 
4-10-62 

10.00 
185. 0:) 
325. 00 
21.27 

16.93 

! .. 
30.00 

----
588.20 

----
588.20 

(Rs. in lakhs) 

First Final 
Revised Estimates 

Estimates 
approved 
by the 
Board, 

28-1-63 

5 00 16·35 
252.39 2M. 50 
328 .43 348.32 

24. 27 24. 27 

16.98 16.63 

'3. 00 39.3 1 

31.50 31.50 

661. 52 737· 88' 

37· 50 ----
661. 52 775·38' 

The Committee find that the Ministry of Finance had raised the-
following queries while examining the estimates of this pipeline:-

(i) Reasons for increase in the cost of pipeline material when 
pipe had actually gone down; 

(ii) Reasons for low provision in the first revised estimate: 
under ,the head "Expenses of Indian staff and facilities." 

(iii) Tax liability reimbursible to SNAM; and 

(iv) Effect of final estim~te on the economics of the Pipeline.'r 

5.7. The Ministry have in reply stated: 

"Reasons fOT increase tn the cost of pipeline material 

The cost of the pipeline material according to the first revised 
estimate was RB, 252.39 lakhs and according to the final. estimate, it 



11 RI. 261.50 lakhs. The break-up of these two estimates is as 
follows:-

Main l~ne Pipe . 
Primer & er.amet 
Casing Price 
Other materials 
Cement & Steel 

(Rs. in Iakhs) 
Fitst Revi sed Final 

Estimate Estimate 
117 . 50 157 . 24 
15'97 26'41 
4'10 2'29 

29'82 52'49 
5'00 0'38 

TOTAL 2.52'39· 249 51 
It will be seen from the above that the cost of the main line pipe 

had been reduced by about Rs. 20 lakhs on accout of price reduction 
of RI. 1251- per ton and the quantity of pipe consumed was 12,000 
tons. It may also be added that the figure of Rs. 261.50 lakhs shown 
in the final estimate includes Rs. 12 lakhs on account of a part of 
income tax reimbursible to SNAM. 
Reasons for low provi&ions in the first revised estimate under the 

head Expenses of }ndian Staff and facilities 

The construction of the Gauhati-Siliguri Products Pipeline com-
menced after the first revised estimates were approved by the Board 
in January 1963. It appears that the Board did not have a clear idea 
of the number of personnel required at that stage and an ad hoc 
provision of Rs. 3 lakhs only was provided under this head. It may 
also be noted that the total of Rs. 39.31 lakhs (final estimate) inclu-
des items such as aircraft charter-Rs. 2.59 lakhs, erection insurance-
Rs. 3.18 lakhs, cost of project report-Rs. 1 lakh and head office over-
heads Rs. 3 lakhs, which were apparently not envisaged at the time 
of preparing the first revised esliJnate in January 1963. Of tlle total 
of Rs. 39.31 laWls, the item. relating to salaries and allowances of the 
staff and travel expenses comes to only Rs. 11.55 lakhs. It, therefore, 
appears that the low provision was due to lack of experience of 
pipeline operations this being 1I!\e; ftrSt lille' btiHt by I.O:C. in this 
connection, attention is invited to the fact that the construction 
spread over two sea~ons ins\e.d of one sea~on as originally esti-
mated and' increas~ in the stair reqUirement's' and' poor Coinmumca-
tions in the remon through. which pipeline passes. 

Tax liability reimbursible to SN AM 
The tax liability relmbUl'S1ble to SNAM is about Rs. 26 lakhs. 

This has been included. under th1ee heads as follows:-
(i) Pipeline material . 

(in PipeliDe in.~tim 
(iii) COntingencies . 

-----
Rs. I2 lakhs 
Rs. 5 l2ths 
Rs: .. 9 Jakhs .............. ----------
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It will, therefore, be seen that provision has already been made 
in the final estimates for reimbursing Rs. 261akhs to SNAM on ac-
count of income tax. 

Effect o-j final estim.ate on the economics oj the pipeline 

It will be seen that the transportation earnings during 1965-66 
lrom Gauhati-Siliguri Pipeline amounted to Rs. 106.88 lakhs on a 
throughput of 3.66 lakhs tonne which works out to an income of Rs. 
2~.16 per tonne as against the operating cost of Rs. 22.97 per tonne, 
leaving a profit ot Rs. 6.19 per tonne. On an equity share capital of 
Rs. 350 lakhs apportioned to this pipeline, return on equity at 6 
per cent will come to Rs. 5.73 per tonne. It will, therefore, be seen 
that the return on this pipeline even now is morethan 6 
per cent. If LDO is also pumped through the pipeline as is likely to 
happen very shortly, the earnings of the pipeline would increase 
further." ' ... ·f "'_~Il'. I 

5.8. During the course of evidence of the Ministry of Petroleum 
.and Chemicals and Mines and Metals, the Special Secretary of the 
Ministry informed the Committee that the sanction of Government 
to the final estimates was given on the 2nd February, 1967 after the 
Board's resolution was sought on the 31st January, 1006. During 
this interim period of one year IOC continued to incur the expendi-
ture. In a written reply to a question as to how I.O.C. incurred ex-
penditure beyond 10 per cent without obtaining the sanction of the 
Ministry. The Ministry have stated as follows: 

"It has not been possible to trace the exact reasons why I.O.C. 
continued the completion of the project at the enlianced 
cost without getting interim sanction for this." 

5.9. In respect of Haldia-Barauni-pipeline, it has been stated that 
the final estimates are under preparation. The second revised esti-
mates prepared in August, 1966 show a rise by 15 per cent 
approximately. 

5.10. The Committee fuuI that the Estimates of the Gauhati-Sili-
guri Pipeliu.e have escalated to the exient of 25 per cent during the 
COUl'5e of 3 revisions. Wheftas in the case of Baldia-Bara11lli-Kan-
par Pipeline the estimates have escalated' to the extent of 15 per 
cent in the course of two revisions. The final estimates of Baldia-
Baraimi Pipeline are still to be prepared. 

S.U. '!'lie present system of control on l"lblic undertakings envi-
sages a three tier system of Financial Control:-

(a) Control of Bom:d of Dil"ectors, 
(b) Centrot of Goverament, 
(~) Control of ParHameat. 

S.I!. The Committee are concerned to find that the wJwle sys.-
tem of three tier financial contro~ ru.s not been properly applied i 
~ontroDing the finan.ees sf this UncleJ'taking. they find that *De 



68 

Project estimates of G.S. Pipeline for Rs. 5!tL20 lakhs were sanc-
tioned by Government on 4-10-1962. After this sanction, the Un-
dertaking went on spending money on its own far in excess of the 
sanctioned estimate of &. 591.20 lakhs and submitted to Govern-
ment only in January, 1966 the final estimates of the Project as 
Rs. 775.38 lakbs after the completion of the Project. The Com-
mittee find that this excess expenditure of Rs. 184.18 lakhs for the 
completion of the Project was done by the Undertaking without 
any proper ap~oval of the Government, although according to the 
prescribed financial procedure and rules not more than 10 per cent 
of the sanctioned amounts, an Undertaking could incur without the 
Government's sanction. To a question as to how the Government 
permitted this unauthorised expenditure beyond 10 per cent of the 
sanctioned estimates by the Undertaking, the Ministry in a written 
reply have stated as foUows:-

"It has not been possible to trace the exact reasons why IOe 
continued the completion of the Project at the enhanced 
cost without getting interim sanction for this." 

5.13. The Committee find that the Board revised the estimates 
of the Project for the first time on 28-1-1963 as Rs. 661.52 lakhs. 
The Committee fail to understand why these revised estimates 
were not referred to the Ministry and also why the Ministry's re-
presentative on the Board did not take note of it and informed the 
Government of this unusual escalation of cost. 

5.14. The Committee understand that the Indian Refinieries Ltd. 
had a Financial Division. They are, therefore, unable to appreciate 
how the Financial Controller could allow the expenditure to be in-
curred without proper sanction for revised estimates of the Board! 
Government. The casual and leisurely manner in which the Indian 
Refineries Ltd. have approached the question of revision of the es-
timates and its expost facto regularisation by Board[Government are 
indicative of the fact that effective control and direction are not 
being exercised. It is for this reason that the undertakings have 
come to play with the tax-payer's money without paying adequate 
attention to the prescribed proc:edure of obtaining Government's 
prior approval to the revised estimates. The Committee would like 
in this connection to draw attention to Paras 1.7 and 1.9 of the 
Fiftieth Report of the Public Accounts Committee Fourth Lok 
Sabha) on New Services and New Instrument of Service, and siress 
that effective action should be taken by the Government t, imple-
ment the recommendations and take prior approval of Parliament 
in case of substantial revision. The Committee also expect that 
while examining the question of according approval to ftvised esti-
mates, Government would seriously consider its eftects on the eco-
nomics of the project. The Committee feel that where the econo-
mics of the projects are adversely affected as a result of revised 
estimate of expenditure, the matter should be specifically brought 
to the notice of PII'Hament without avoidable delay. 
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5.15. What amazes the Committee most is that the Government 

did not bother to examine the type of control that they had on the 
Undertaking and allowed complete freedom to the Undertaking 
which were not permitted even by the delegation of powers. 

5.16. The Committee recommend that the circumstances under 
which the Undertaking was allowed to spend money beyond 10 per 
cent of the sanctioned estimates without the approval of the Gov-
,ernment should be investigated and the persons responsible both in 
the Undertakings and the Ministry should be proceeded against. 

5.17. The Committee strongly recommend that in future the pres-
cribed principles of financial control should be adhered to by all 
Undertakings including the I.O.C. 

5.18. The Committee regret that in no year the Demands for Grants 
of the Ministry provided for the expenditure and for full six years 
Parliament was unaware of what was happening in the financial 
-administration of the undertaking. Taking stro.ng exception to by 
passing of the Parliament's financial control, the Committee recom-
mend that in future all cases of Project EstimatesJRevised Esti-
mates should be given effect to only after Parliament has approved 
of the total Capital Expenditure on the entire project or the revi-
:sion of the project estimates as the case may be. 
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DELAY IN CONSTRUCTION AND COMMlSSlONING 

A. ConstruetioD 

The table given below shows the target date for completion of 
construction, the actual date of completion and the time by which 
target date for completion of construction exceeded in the cons-
truction of each pipeline:-

S. 
No. 

Pipeline 

J. Gauhati-ShiliSUri 

2. Baruni-Kanpur 

3. Barauni-Haldia 

4· Koyail-Ahmedabad 
_<_ow ___ " 

Delay in constn&ction 

Target date 
of completion 

construction 

31-8-1963 

30-6-t965 

3Q-4- I S6S 

31-12- I S61 

Date of actual Time which 
compktion of target date for 

construction completion Of 
construotion 
WIn exceeded) 

2.4-10-196-4 I month as 
24 days. 

17-8-1966 131 month'!. 

31-10-1966 1 month 

3-2- 1966 13 months 

6.2. The reasons for delays have been stated as follows: 

(I) GAUHATI SILIKURI PIPELINE 

It has been stated that the construction work was basically com-
pleted by August, 1964 and the pump station was ready for start-upr 
However, the pump station could not be started until 15th Octoberr 
1964, due to the supply of a motor, which was in itself sound and a 
starter which though sound was not coordinated to operate the 
particular motor and had to be changed. First test-run was con-
ducted on the 15th October, 1964 and on 24th October, 1964, the 
pumpblg of Motor Spirit commenced at Gauhati Pump Station. 

The Ministry have stated "thus, the small delay was in the na-
ture of an unfortunate lack of coordination between the Design En-
gineers and the Construction Contractors." 

70 
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(ii) BAMUNI-HALDIA PIPELINE 
1. Acquisition difficulties: 

(a) Land: There w¢re delays in selecting the sites for pump 
stations and delivery points and shifting of originally selected sites 
at some stations .so as to suit the reqUirements of the Marketing Di-
vision. 

(b) Right-Of Way: On several occasions, in connection with the 
acquisition of the right-way various types of obstacles and difficul-
ties illte the non-availability of required area, opposition by farmers,. 
etc. were encountered. At times the origitlal alignment had to be 
changed and the drawings revised to meet the requirements of the 
situation. 

(0) Stoppages of work: Construction work had to be stopped 
for over 3 tnonths in various stages of construction due to obstruc-
tion by land owners, non-availability of permission and permits for 
laying the Pipeline in the Durgapur Industrial Area, for crossing 
the land under the jurisdiction of Indian Air Force near Faridapur 
etc. 

(d) Haldia-Pump Stations: The decision regarding the location 
of pipeline facilities at Haldia could not be taken for a long time. 
The delay in this regard occurred because of the non-availability of 
clearance from Calcutta Port Commissioners, who in turn, depended 
upon their own alignment for the railway marshalling yard anel 
other facilities in view of the development of Haldia as a major port 
and industrial complex. 
2. Civil Works at Pump Stations: 

The Cootracts £01' civil work at pump stations could be awarded 
only on 24th December, 1964, after fixing the exact locations. The 
contractor for civil works at HalcHa, Asansol and Burdwan stations 
laild to execute the job and therefore, the contract was terminated 
in April, 1965. The work was rea warded to other contractors. The 
contractor for Burdwan also failed and the work was reawarded in 
February, 1966. 
3. RaiZway permits for raiZbTidge crossings 

In the Haldia-Barauni-Kanpur Pipeline system., a number of 
railbridge crossings, some of which on very big rivers like Ganga 
and. See were involved. Several technical cllificulties were en-
countered in deciding the preliminary and final COllstructiomal de-
designs of railbridge crossings. .Almost every design had. to be re-
vised several times to meet the requirements of the Railways. These-
types of designs were new to the Railways a1ld they found it diofticult 
to evaluate the details of the designs with their existing engineering 
staff. The processes of scrutiny and the procedures for approval of 
the designs thus became cumbersome and time consuming. The 
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.drawings had to pass through the offices of Chief Inspector Of Ex· 
-plosives, Additional Commissioner of Railway Safety and Chief En. 
gineer of Railway concerned etc. In actual practice, the issue of per· 
:mits by the Rjailways for railbridge crossings took 4 to 9 months 
from the date of submission of the drawings to them. The belated 
·approval of the drawings led to delay in procurement of indigenous 
materials for the construction of railbridge crossings. 

4. Monsoon shu.tdowns 

In Haldia·Barauni section, particularly in the Bengal region the 
monsoon season is longer and the extent of rains is quite heavy. 
During four to five months of monsoon the construction work re. 
mained virtually suspended. The actual construction span of 
.Barauni-Haldia section (March, 64 to October, 66) involved two mon-
soon seasons, accounting for the stoppage of work for about 10 
_months. 

(iii) BARAUNI-KANPUR 

1. AcquiBition di1ficulties 

(a) Land: There was delay in selecting sites for pump stations 
and delivery ponts and shifting of originally selected site at some 
.station so as to suit the requirement of the Marketing Division. Par-
ticularly regarding Kanpur tenninal site, great difficulties were ex-
perienced when the Nagar Mahapalika of Kanpur (owners of the 
land) raised certain objections to the site allocation. Similarly for 
other staions sites at Patna, Mughalsarai and Allahabad great diffi-
culties were experienced by Marketing Division. 

(b) Right of way: On several occasions in connection with the 
acquisition of the right of way difficulties a like non-availability of 
required area, opposition by farmers etc. we~ encountered. 

(c) Stoppage of work: Construction work had to be stopped 
near Fatehpur in U. P. during October I November 64 due to certain 
11lignment problems and for waiting for cutting of crops by farmers. 
2. Civil works at Pump Stations 

The contracts for civil work at pump stations could be awarded 
only in December, 1964 after fixing the exact location of the pump 
stations and terminals and after due processing of the various 
oBers received from the indigenous contractors. The contractors 
for cicil works at Barauni and Patna failed to carry out the work in 
time. The work had to be got done through SNAM SAIPEM. 

3. RAilway Permita tor Rail Bridge Crossings 

There are fl.ve major rail-bridge crossings in Barauni-Kanpur 
$ec:tion alongwith which the pipeline has been laid. It took time 



to decide the preliminary and final constructional designs of rail 
bridge crossings. 

Apart from the above, other factors like late deliveries of 
owner-furnished material~' viz. cement and coal tar enamel and 
primer to the contractor, Monsoon shut-down and non-procurement 
of vehicles in good time for supervision works because of late re-
ceipt of permits from Governments etc. also contrihuted to the de-
lays in the completion of the Project. 

6.3. In the reply to a query it has been stated: "There is noth-
ing in record to indicate that these details were brought to the no-
tice of the Government speciaHy for resolution at Government 
level. These are details of day-to-day operations, with which the 
company is usually concerned." 

B. Commissioning 

6.4. The table given below shows the date of completion of cons-
truction of each pipeline and the date on which it was commis-
sioned:-

S. N,'. Pip'line Target date of Date of com- Date of com-

I· Ganhati-Siligur: 
2. Knyali-." r.medabad 
3. Barau i- KaY"pur 
4. Bal-aun~-Halil';a 

commic;-ionirg pletion of mi:ol':iorir.g 

June, 1963 
N.A. 

30 - 6-1965 
30 -4-1265 

con'truction 

24-10- 1964 
3-2-1966 

17-8-1966 
31-IO-I~66 

Oct. 1964 
1-4-1966 

29-9-1966 
23-9- 1967 

6.5. While there has been a time lag of about onejtwo months 
between the time of completion of construction and the date of 
commissioning in the case of KoyaH-Ahmedabad and Barauni-Kan-
pur pipeline, the time lag in the case of Barauni-Haldia pipeline 
was about 11 months. 

6.6. Thus it is seen that there was long delay in Actual com-
pletion of construction and commissioning of Ha'dia-Barauni-Kan-
pur pipelines. 

6.7. During the course of evidence of the Ministry of Petroleum 
and Chemicals and Mines and Metals, the Committee pointed out 
that there was too much delay in the actual completion of the pipe-
line as compared to target dates and wanted to know the machi-
nery that existed in the Ministry to watch the progress of the pro-
jects. The witness stated that the machinery that existed in the 
Ministry to watcb the progress of the projects Was of two kinds-

1155 (ai i) LS 
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regular kind of activity and ad hoc kind of activity. The regular 
kind of activity was that a Progress Review meeting was conducted 
by the Secretary of the Ministry where all officers concerned were 
present. The second was the monthly progress reports from the 
Undertaking. 

6.S0. There was another ad hoc type of machinery where series 
of consultations were held whenever a particular problem was 
referred. 

6.9. The Committee are surprised to lcarn from the MinL"itry that 
the various reasons that caused the delay in the con'itruction of the 
pipelines were not specifically brought to the notice of Government 
lor resolving at Govemment level. To them, it appears, that the 
"emergency" and Ctspeed" stated to be involved in the projects was 
only confined to the entrusting of works to the foreign contractors 
without inviting Global Tenders. Aftenvards, both the Undertaking 
and the Ministry hardly took any effective measures to expedite the 
t'ompletion of the project. The Committee expect the Ministry to 
take initiative in matters involving clearance by Governmentl:\Iinls-
try in the interest of timely execution of vital project. 

6.tO. The Committl'c are convinced that the Ministry do not make 
any effective use of the reports from the Undl'rtakings nor do they 
have technically qualified personnel to scrutini$l' them. They ore 
of the view that the existing machinery in the Ministries is not CI)P-

able of effective supervision of Public Undertakings. They recom-
mend that the Government should appoint a Committee consisting 
of Management expertslSecretaries of Ministries controlling major 
Undertakings to evolve a proper machinery for their respective Min-
'stries cRpable of exercising effective control on the.r Undertakings. 

6.11. This Committee of Experts should also advi'ic as to how the 
existing procedure of ('ontra) in the Ministries could be further 
streamlined to enable them to have a grip on:-

1. Progress of construction of project from time to time; 
2. Financial matters with specific reference to thc progress of 

actual expenditure vis-a-vis the target and according to 
the sanctioned estimates; 

3. The information reftived from tbe projects from time to 
time and to ensUre that the materin)s are st'rutinised, 
digested and co-related promptly and :,ut up to the Secre-
taryiMinister without any loss of tin.'1C to l'nahle them to 
know the true picture at any given time so that in the 
event of any weakn('ss being detected prompt artion is 
initiated by the Ministry; 

4. The administrative ministries should develop a central eon-
trol agency on the pattern existing at the head quarters of 
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Railway and Defence Ministries to deal with their respec-
tive departmental undertakings and al!Eo in existence at 
the head quarters of giant internatiom:l enterprises nfter 
suitable adoption and modifications ~o that thE" ministries 
could have not only complete grip ovt'r the lJrogress and 
functioning of Public Undertakings hut are also furnished 
the information and data after proper screening and sift· 
ing. . t 

5. Study of important areas in the Undertakings and techni-
que including PERT SYSTEM to locate the critical areas 
in every Undertaking. 

6.12. The Committee reommend that the proper machinery 
should be evolved to provide an effective leadership to the Under-
taking through the medium of technically qualified cell. Unless 
this is achieved the Committee is convinced that the Ministries will 
not be able to discharge their responsibilities to the Undertakings. 
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LAYING OF PIPELINE THROUGH COAL BEARING AREAS 
The Haldia-Barauni-Kanpur pipeline passes through ,coal bearing 

~aa under Police Stations Solanpur, Kulti, AsansoJ, Raniganj 
Jamuria and Ondal in Burdwan district in the vicinity of Asansol. 
The right of way was to be acqUired under the Petroleum Pipe-
lines (Acquisition of Right of User in Land) Act, 1962. Under sec-
tion 3 (1) of the Act, notifications were issued for the purpose of 
inviting objections. On Septemi:Rr, 17, 1963 the competent authority 
for West Bengal reported that the Mining Adviser to the Govern-
ment of West Bengal had objected to the laying of pipelines within 
the coall&eld area in Police Stations Solanpur, Kulti, Mansol, Rani-
ganj, Jamuria and Ondal on the groun that after depiUaring in the 
working mines the land over the coalfields will subside and cause 
damage to the pipeline and that there was a danger of fire spreading 
over the whole coalfield area. He further reported that the Mining 
Adviser, West Bengal, had recommended diverting the route of the 
pipeline away from the coalfields. The Government of India were 
apprised of this pOSition. Discussions were held with Snam Ltd., 
Indian Branch, as well as with the Coal Mining Adviser to the 
Ministry of Mines and Fuel. On the 14th October, 1963, the Coal 
Mining Adviser to the Ministry of Mines and Fuel wrote to express 
his agreement with the opinion given by the Mining Adviser to the 
Government of West Bengal, and suggested changing the route of 
the pipeline if possible and if it is decided to carry the pipeline 
over the coal field area, a proper survey will have to be conducted 
to determine the actual position of coal below the route of the pipe-
line. On the 15th October, 1963, a meeting was held in the Ministry 
of Mines and Fuel which was attended among others by representa-
tives of Snam and Bechtel. Both Snam and Bechtel stated at this 
meeting that there should be no difficulty about constructing the 
pipeline over the coal mines. 

7.2. On the 24th October, 1963, Bechtels wrote to say that ac-
cording to information received from their representatives in Milan, 
the design of the project was likely to be held up because of lack 
of informationidecision on the part of Indian Refineries Ltd. in res-
pect of the route of the pipeline. This matter was discussed by the 
Managing Director Indian Refineries Ltd. with the representatives 
of 8nam and Bechtel on the 19th November, 1963 and again on the 
28th November, 1963 it was confirmed on behalf of Indian Refineries 
Ltd. that there win not be any change in the alignment of Haldia-
Barauni Section of the pipeline, nor will there be anv branch line 
to Budge-Budge. . 

76 



77 

7.3. Subsequently Snam wrote on the 3rd December, 1963, to say 
that the question of avoiding the coal mines area from Ondal to 
Solanpur was rejected because of the following reasons:-

(i) the town of Asansol will be completely out of the route 
of the pipeline; 

(ii) the length of the pipeline will be slightly increased; 
(iii) valuable time will be required for the survey of the new 

alignment and a new desIgn; 
(iv) the hydraulic calculation of the line would have to be 

revised and probably lead to making the equipment al-
ready ordered useless; and 

(v) the above factors would lead to delay and increase in the 
cost of the project. 

7.4. Snam concluded that the selected alignment was completely 
safe for the mines as well as for the pipeline. In a letter dated 20th 
December, 1963, Bechtels also reiterated that "the crossing of the 
coal mining area presents no technical difficulties to the products 
pipeline construction Or operation". Bechtel added: "We can make 
this statement without reservation, based upon our knowledge of 
pipeline engineering and our previous experience with pipelines 
under similar conditions." Bechtel stated categorically that from 
their experience of construction of pipelines in coal mining area in 
the USA, France and Germany, no difficulty has been experienced, 
and no special steps need be taken by the owners of the coal mines 
because of the presence of the pipeline and that the coal mine opera-
tors may proceed to mine below the pipeline as they normally would 
and so no reservation of areas will be reqUired. 

7.5. These views were brought to the notice of the Coal Mining 
Adviser to the Department of Mines and Metals (previously Mines 
and Fuel). He wrote to say that as the Chief Inspector of Mines, 
Dhanbad, was responsible for the safety of mines, consulting him 
was essential. Subsequently, a discussion took place on 21st Dec-
ember, 1963, with the (D Chief Inspector of Mines, Dhanbad, (ii) 
Adviser to the Planning Commission, and (iii) Coal Mining Adviser 
to the Department of Mines and Metals with the participation of 
Snam and Bechtel, after which the Coal Mining Adviser wrote to 
say that it would be very unwise to lay the pipeline where the coal 
mines are being worked below and at places at shallow depth. In 
reply to this letter it was stated on behalf of Indian Refineries Ltd. 
that according to the experts (namely, Snam and Bechtel) there 
would be no danger to the pipeline if it was laid in the coal mines 
and if any protective measures were necessary for the pipeline at 
certain specified points, they would be undertaken by the pipeline 
authorities. At the same time, the Ministry of Petroleum and 
Chemicals (formerly Mines and Fuel) was requested to obtain the 
necessary clearance from the coal mining experts. 
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7.6. On the 22nd October, 1964, the Chief Inspector of Mines, 

Dhanbad, the statutory authority under the Incuan Mines Act for 
safety m Coal mmes, nad l>l.a.t!1.1 Ul a J.t!Lter LO the MIDlstry 01 .Petro-
leum and Chemicals that it would be necessary to provide adequate 
width on either side and below the pipeline m the coal seams as a 
meaHure of pl'oteCtlon. Un the ~lst December, 19ti4, he wrote to 
MesHrs. LOdna Coillel'Y, one ot the coal compames affected, that res-
trictions on the working will have to be imposed if the pipeline is 
permitted. to pass over coal bearing areas. 

7.7. Acquisition of right-of-way for the pipeline in the coal min-
ing arelS was suspended from September, 1963 to April, 1964. In 
January, 1964, the construction team was still near the starting point 
at the ::>outh end, i.e., near Haldia in Midnapur District, and actual 
construction stal'ted on tah March, llt04. however, an additional 
constru~tion team started from south of Burdwan (approximately 
100 kb. from the coal mining area) and began to work its way up-
wards towards Asansol and l:Sarauni from 16th March, 1964. On this 
basis the land was required in the Asansol area sometime in April, 
1964. Accordingly, the Indian Refineries Ltd. management kept on 
requesUng the Ministry of Petroleum and Chemicals to issue instruc-
tions to the coal mining experts of Government for removing their 
objections so that notification for acquiring right of way over the 
coalfields could be issued. On the 8th April, 1964, the Ministry of 
Petroleum and Chemicals issued a letter addressed to the Govern-
ment of West Bengal (Appendix VIlL) in which it was stated that 
there need be no apprehension regarding the safety of coal mines 
as a result of laying the petroleum pipelines. It was added: "How-
ever, if any safety or protective measures are required for the safety 
of the pipeline, the same will be adequately provided for at the cost 
of the pipeline authority." After the issue of this letter the noti-
fications for acqUisition of the right of way in the Police Stations 
Jamuria, Raniganj, Ondal, Asansol, Kulti, Salanpur, etc., were issu-
ed. However, the construction team could complete laying only upto 
Ondal by the 18th May, 1964, when construction activities were sus-
pended owing to the monsoon. By the middle of February, 1965, 
the pipeline was laid over the whole of the coalfields area. 

7.8. The portion of the Haldia-Barauni pipeline laid in the coal 
field area which is between Ondal and Salanpur about 45 kms., one 
third of which lies over lease hold areas and the rest passes over 
abandoned coal fields and unleased coal bearing areas. Several coal 
companies like Lodna Collieries, Bengal Coal Co., Andrew Yule Co., 
Madhavpur Coal Co. Private Ltd. and National Coal Development 
Corporation had interests in the area. 

7.9. At the end of January, 1965. Mis. Lodna Collieries served a 
notice demanding compensation of Rs. 49 lakhs for alleged loss of 
28 lakh tonnes of coal locked. up under the pipeline and stated that 
the notlfications issued under the Petroleum Pipelines (Acquisition 
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of Right of Users in Land) Act, 1962 were ultra vires of Article 14 
of the Constitution. At the beginning of February, 1965 Mis. Lodna 
Collieries obtained a rule under Article 226 of the Constitution from 
the Calcutta High Court to show cause, why a writ 'Of Manuamus 
should not be issued directing the cancellation of the notifications 
issued under the Petroleum Pipelines (Acquisition of Right of User 
in land) Act, 1962. A similar rule was obtained at n later stage on 
behalf of Bengal Coal Co. which claimed a compensation of Rs. 213.68 
lakhs for alleged loss of about 122 lakhs tonnes of coal. 

7.10. In May, 1966, the petition for writ of Mandamus filed by 
Bengal Coal Co., was dismissed by the High Court as the party could 
not produce any evidence to show that they had been restrained in 
any way from the extraction of the coal under the pipeline. 

7.11. In respect of Lodna Colliery, the Calcutta High Court gave 
its judgement on 25th August, 1967, on the writ petition, and the 
Court ordered that the compensation claims for the Right of User in 
Land in the coal field areas should be heard denove by the Compet-
ent Authority under the Petroleum Pipelines (ARUL) Act, 1962, as 
the Lodna Colliery could produce letter dated 21st December, 1964 
from the Chief Inspector of Mines (now Director General Mines 
Safety) Dhanbad in which the latter had declared his intention to 
apply restriction on coal mining under the pipeline. The C'Ompetent 
Authority who heard the case directed the Lodna Collieries to 
arrange for the inspection of the documents by the Solicitors of 'fihe 
IOC showing their mining rights etc. In the area concerned and to 
supply full particulars as to how the claimant had arrived at the 
estimate of 28 lakhs tonnes of high grade coal which had been alleg-
ed to been blocked on account of the laying of the Pipeline and for 
which a compensation of B.s. 49 lakhs had been demanded. The 
Lodna Collieries did not produce any documents in support of their 
claim. 

7.12. In the judgement delivered by the Calcutta High Court on 
25th August, 1967, mentioned above it was ordered that the Compe-
tent Authority should commence the rehearing proceedings within 
the first week of February, 1968, and complete the same within 4 
months from the date of hearing. The first hearing took place on 

I l' ebruary, 1968 and, therefore, as per orders of the Court the 
whole proceedings should have been completed by 7th June, 1968. 
As the petitioners did not produce any document in support of their 
claim the Competent Authority could not complete its proceedings by 
the stipulated period and, therefore, Solicitors on behalf of IOC 
filed a petition in the High Court praying that an order be issued 
to the Competent Authority asking him to dismiss the claim of 
Mis. Lodna Colliery or to direct the Competent Authority to decide 
and determine the said case within a reasonable time. The petition 
which was admitted is stated to be still pending in the High Court. 
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7.13. In addition to the claim of Lodna Colliery mentioned above 
compellS8tion claims in respect of three more collieries (viz, Sibpur 
Coal Co. RB. 80.50 lakbs, New Bribhum Coal Co. Bs. 211.75 lakbs; and 
Benpl Coal Co. as. 224 lakba) are stated to be pending for hearing 
in the Ditt. Judge's Court at Burdwan. These claimants could not 
10 far file neceuary evidence and docwnentl in the court in support 
otl their claim and, therefore, the cues have not come up for hearing 
10 tar. So far as Beu&a1 Coal Co. is concerned their earlier writ 
petition in the Calcutta High Court was dismissed by the Court as 
the party could not produce any evidence to show that they had 
been restrained in any way from the ~xtraction of the coal under the 
plpelille. The other two collieries have also not so far produced 
any evtdenee to show that they had been restrained from extraction 
ot the coal under the pipeline. 

7.14. In February, 1965 Bechtel's representatives in Delhi had 
written to his principala in San Francisco asking for advice on the 
problem of building pipelinea across coalfields. The San Francisco 
office replied on the 8th February, 1965 that in such matters it wOl..ild 
be necessary to obtain the advice of a mining eonsultant engineer 
for recommendation on the nature restrictions to be imposed on the 
mines near the pipeline. 

7.15. In June, 1965 Bechtels wrote to Indian Refineries Ltd. that 
Shri C. J. J. Raju, a mining consultant engineer, may be engaged for 
the above purpose. Shri Raju who was appointed to further study 
the problems of the HBK Pipeline routed through the Raniganj coal 
ftelds, was a consultant to the Government of Orissa M;ning 
Corporation and he was recommended to Bechtel by a Technical 
Engineer from AID New Delhi and this recommendation was also 
supported by a former consultant to AID in India who was then 
posted in W.shington. 

7.16. At the beginning of August, 1965, the Ministry of Petroleum 
and Chemicals wrote to Indian refineries Ltd. recommending the 
enpgement af the Mining Expert suggested by Betchel. Shri C. J. J. 
Raju was aecwdingly retailled to give his opinion on the problem. 
After studying the problem in CODaUltation with various authorities 
and after a detailed tour of the areas, Slui Raju submitted a report 
oa tt. 18th November, 1965 in which he stated later alia that "it 
would be a desirable step to divert the pipeline or lay a Dew pipeline 
Oft!' aearby .!IeaS free from coal depOsits. In the meantime it may 
be possible to keep up the pumping 01 oil through the present pipe-
line with the advice and guidance of the Chief Inspector of Mines." 

7.17. Shri Raju't ~rt was diaeussed. in the inter-ministerial 
meetings attended by the representatives of the MiDi8tries of Petr0-
leum and Chemicals, Mines aDd Metals, Coal CootroUer, Chief Ins-
pector of Mines, Planniag CommisBiOll aDd I.O.C. Taking all the 
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factors into consideration, it was felt that the best way would be 
to plan for restricted diversion of the pipeline within the next two 
or three years which could fit in with the diversion over the com-
plete coal field area should such a course be found necessary at a 
later date, and the pipeline permitted to be in operation till then 
with proper safeguards. 

7.18. Following that decision, a survey and design team was 
stationed at Asansol under a senior engineer of the Pipelines Divi-
sion. The Survey Report was received on the 2nd November, 1966 
and it was found that it would be necessary to build a diversion of 
93 Kms. in order to avoid coalfields spread over 75 Kms. of the pre-
sent pipeline. Construction of this diversion was estimated to cost 
about 195 lakhs. The matter was placed before t·~e Board of Direc-
tors on the 28th December, 1966 who sanctioned the same. Since it 
involved a c:apital expenditure in excess of Rs. 50 lakhs, it was 
necessary to obtain the approval of the Government of India under 
article 116(4) of the Articles of Association of the Corporation. 
Sanction of the Government of India was received on the 12th May, 
1967. 

Investigation Committee 

7.19. An Investigation Committee consisting of the representa-
tives of the Director-General, Mines Safety, National Coal Develop-
ment Corporation, Government of West Bengal and IOC was con~· 
tituted in May, 1968 to conduct actual ground study of the c(Ja1 
mining areas through which the pipelines passes and to examine and 
report on the following points in particular and on other possible 
related matters. 

(i) The Portions, if any, likely to' be affect.ed taking into consi-
deration possible subsidence fire-hazard, coal workings 
etc., and the extent thereof; 

(in The nature and extent of restrictions which may have to 
be imposed under various Acts and Regulations on Mining 
Coal in the actual coal working areas; 

(Li) To prescribe ways and means to reduce loss of coal by 
modification of mining and that of Pipelines maintenance 
practices. 

7.20. The report of the Committee was received on 16th September, 
1968. 

7.21. The Investigation C<Jmmittee in this report stated that 
"Consider:ng all aspects of the problem the Committ~ has come to 
the conclusion that laying of the pipeline in the present alhmment 
through the coal field area has not been a happy choice. In its wake 
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it has brought up a number of problems which have to be faced by 
India Oil Corporation throughout the life of the pipeline at a heavy 
recurrmg cost. It will have to maintain a constant vigilance over 
the pipeline with a special squad sufficiently equipped with men and 
materials for the purpose. Even then Indian Oil Corporation would 
not at any time be free from constant anxiety regarding their pipe-
line and the fear of aJIcctlng the mines. However, in view of the 
fact that laying of the pipeline is a "fait accompli" and it is in com-
mission the Committee has recommended certain preventative and 
palliative measures in general c.'Onsidering that the pipeline is of 
national importance, the Committee only hoped that the mine 
managements will give a little more enlightended consideration 
while extracting coal in the close vicinity of the pipeline." 

7.:n. The Investigation Committee also recommended that "a 
portion of pipeline over a length of approximately 12,4000 .ft. should 
be diverted." (Findings of the Investigation Committee are at 
Appendix IX). 

7.23. In reply to a question as to why it was decided to lay the 
pipeline through coal bearing areas when it was objected to by the 
Chief Inspector of Mines and Mining Adviser of West Bengal Gov-
ernment, the Corporation has stated as follow: 

"The Mining Adviser to the Government of West Bengal in 
his letter No. 3158-Mines, dated 18th September, 1963 
addressed to the competent Authority had objected to the 
laying of pipelines thro' coal bearing area on the foUon-
ing grounds: 

(i) Laying of the pipeline would permanently block a huge 
quantity of coal and the cost of coal which would be 
a loss to the nation would come to about Rs. 350 
crores out of which Rs. 20 crores would be the loss 
to the State Government by way of royalty. 

(ii) The conditions of some of the old workings of collieries 
were not known and the same might cause subsidence. 
Any subsidence in the pipeline. ar~a was bound t? 
affect the pipeline itself. If the pIpelme, due to SUbSI-
dence, bends and cracks and if the petroleum pro-
ducts flowed into any working mine through any sur-
face cracks, the mine would be lost as it would be 
difficult to pump out petroleum from the W<Jl'king 
mine and if the petroleum product found its way into 
any fire area, present or future, the situation would 
be beyond control and the resultant fire would fur-
ther a1I~'Ct the pipeline. 
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(iii) In spite of the best efforts by the Mines Inspectorate ana 
other Organisations, there might be subsidence in the 
mines adjacent to the pipeline and the subsidence 
could affect the pipeline itself, Depillaring in the 
adjacent area might cause fire and the Raniganj coal 
was very liable to spontaneous combustion. The 
fire might grdually eat up the coal barrier under the 
pipeline. This barrier would invariably be punctured 
at many places for effecting entry int'a' the coal bear-
ing land on either side of the pipeline and the fire, 
which might develop into the depillared area, would 
aggravate the situation as it would pass through the 
connecting roadways through the barrier. Moreover 
coal was burnt in open stack extensively in the co'al 
field for manufacture of soft coke and it might be 
difficult to control such open stock fire. Any fire on 
the surface or under ground would be a potential 
so'Urce of danger to the pipeline itself". 

7.24. The Corporatio'n has stated that the Chief Inspector of 
M:nes advised the following objection in his letter of 22nd October, 
1964:-

"From a scrutiny of the plan that had been forwarded by the 
Coal Mining Adviser it was seen that the pipeline will 
pass over mines where a number of seams have been 
developed. The depth of the COVer below the pipeline 
near the outcrops of the seams is negligible. In fact the 
pipeline cuts across and outcrops of several coal seams. 
The extraction of seams in these seams by caving method 
is bound to result in subsidence of surface which will 
depend <m the thickness of the seams. As the cover will, 
in some places be as small as 30/40 ft. the subsidence in 
such cases may be as much as 2/3 metres in a seam 4/5 
metres thick. This subsidence will increase if two or 
more seams are extracted beneath the proposed pipeline. 
The subsidence caused by the extraction of one thick 
seam will be sufficient to cause a serious, damage to the 
pipeline as the ground supporting the pipeane will sink 
almO'St vertically leaving no support for it 

7.25. It may not be enough to provide, as proposed, a mmlmum 
width of 10 ft. or 5 ft. OIl either side of pipeline under which there 
would be no extraction of coal. The extent upto which such sup-
port for the protection of the pipe will be necessary would depend 
upon the thickness and depth of the same underneath." 



7.!.!ti. Ag..l'n the Chief Inspector of Mines in his letter dated 15th 
.J~nuary, 196~ to the Ministry of Petroleum and Chemicals disagreed 
WIth tht~ opm on of the (;xpert of the Indian Refineries Ltd., and 
brought out the following points: 

"As I have already indicated in my letter No. 5638 I-G, dated 
22n.d Odober, 1964, I cannot agree with the opinion of the 
expert of the Hefinerks Ltd., that there should be no min-
ing restrictions on coal mining operations below the oil 
pipeline at depths of 100 ft. and more. I do not know the 
basis of this opinion. So far ,as experience in this country 
goes there wiH be a cOlls;derable subsidence If a thick 
seam is extl'acted by caving system. The extent of subsi-
dence would of course depend on the depth of the cover 
and the thickness of the seam as abo on the method of 
extraction. Thick seam when extracted at a depth of 
say 400 to GOO It. even "would cause considerable subsi-
dence on the surface and there have been cases in coal 
fields where subsidence at such depths has exceeded 3 to 
4 metres in d.cpth. 1 am therefore not prepared to accept 
that depillsl'ing at depths greater than 100 ft. would not 
cause any damage to the p:peline. In my opinion it 
would be necessary to leave at least 25 feet solid coal on 
either side of the pipeline if damage to the pipeline is to 
be prevented while a thick seam is extracted with caving 
system in vicinity of the pipeline. More support may 
however, be necessary if there are any faults or dykes 
traversing the ground near the pipeline. If extraction of 
coal is done in conjunction with hydraulic sand stowing 
the depth beyond which no such restriction may be laic! 
would depend upon the thickness of the seams extracted 
and depth of cover." 

I may add that the bubsidence may not only course damage 
to the pipeline but would also result in oil leaking into 
the underground workings through the broken ground. 
This could be a source of danger as the oil may cause fire 
and explosion which in turn are likely to cause loss of 
life. I would also like to point out that with the pipeline 
laid over the coal bearing area huge quantity of coal be 
locked up because this department would not permit de-
pillaring underneath the pipeline without laying down 
the restrictions regarding leaving of solid support for the 
pipeline as indicated above." 

7.27. The Committee enquired when the Mining Adviser to the 
Government of West Bengal had objected and had stated that 'it 
would be very unwise to lay the pipeline where the coal-mines were 
Oems worked', why was it decided to lay the pipeline through that 
area. The MiDistry have in reply thereto stated: 
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"So far as the ()bjection raised by the Mining Adviser to the 
Government of West Bengal is concerned the matter was 
considered at length at a m~eting held on 15th October, 
1963 by the Government of India, Ministry of Mines and 
Fuel in consultation with the experts of Snam Progetti 
of Italy, who designed the p;peline system and the 
Bechtel Corporation of U.S.A., who were roc's managers 
and technical consultants for the pipeline. Both Snam-
Progetti and Bachtel, with their worldwide experience of 
laying pipelines, including those over coal bearing areas, 
were firmly of the view that: 

(i) There was no danger to the pipeline in coal bearing 
areas where the first working has been done and 
the coal was standing on pillars, even though such 
subsidence might occur on depillaring operations. 
The pipeline would be able to adjust itself to the 
subsidence that normally occured in such areas. There 
was also no danger of leakage arising on this account 
and causing any danger to the coal fields. 

(ii) So far as the pipeline was concerned, it was not neces-
sary to prov:de any protection by way of keeping 
some coal bearing areas unworked. 

(iii) No special steps were necessary by the owners of coal 
mines merely because the pipeline passes thro' the 
area, and t.here was, therefore, no question of any 
compensation. 

(iv) Altering the alignment will involve new design and 
possib]~1 new equipment, leaving Asansol completely 
out, a proportionate increase in the length of the 
line and substantial delays in the completi(1J1 of the 
work." 

7.28. "There was again another meeting on 21st December, 1963 
between the Coal Mining Adviser, Ministry of Steel Mines & Heavy 
Engineering, Chief Inspector of Mines, representatives of Bechtel 
Corporation and of the Ministry of Petroleum & Chemicals, and the 
General Manager (Pipelines) of IOC. At this meeting, the Bechtel 
representative again reiterated their views and added that where 
the overburden was more than 100 ft. there should not be any res-
triction for any sort of mining. 

7.29. Taking all the factors into account the Ministry of Petroleum 
& Chemicals with the cor.currence of the Department of Mines & 
Metals addressed the West Bengal Government in their letter 
dated 8-4-1964 answering the objections raised by the Mining 
Adviser to the Government of West Bengal." 
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7.30. During the course of evidence the Committee drew atten-

tlon of the representative of the Ministry to their letter No. 21162i63-
ONG, dated the 8th April, 1964 to the Government of West Bengal 
Commerce & Industries Development, Calcutta (Annexure VIU) re-
garding laying of pipelines through Raniganj Coal fields, which 
was issued with the concurrence of the Department of Mines & 
Metals, Ministry of Steel, Mines and Heavy Engineering and enquir-
ed whether the Indian Mining expert agreed to the laying of pipe-
lines through coal fields before the above letter was issued. It was 
stated that the Ministry of Mines & Metal got the approval of the 
Mining Adviser to the issue of that letter. 

7.31. The Committee pointed out that whenever the Indian 
experts of the Ministry of Mines and Metals and the West Bengal 
Government were consulted, they were all of the view that it was 
not safe to lay pipelines over the coal belt area. Inspite of that, 
why the Ministry thought it fit to accept the advice of I.O.C's expert 
-Mis. Bechtel, that the pipeline would be safely put over the coal 
bearing areas. The Special Secretary to the Ministry, stated that 
in order to get the perspective as to how that thing came to be, it 
might be useful to consider the period prior to 8th April, 1964, as 
a separate chronological entity from the period after 8th April, 1964. 
The reason being that particular clearance of the Ministry was 
issued on that day i.e. the 8th April, 1964, when a firm decision had 
been taken and acted on. He stated that it was true that prior to 
8th April. 1984, there were cautionary elements in the advice ot 
Indian Mining Experts of the Government of India and the West 
Bengal. But against that advice, they had the advice not only from 
Betchel, but from Snam also which was in favour ot laying the pipe-
line in the coal bearing area. Several discussions between the 
Indian Experts and Bechte1s were arranged. These differences of 
opinions came to a point where Government had to take a decision. 
The advice givt'n on the letter of the 8th April, 1964 by Coal Mining 
Adviser reproduced below revealed the circumstances:-

"I had separate discussions with Shri Kashyap and he men-
tioned to me that the pipeline project was very important 
and required to be completed without any delay in na-
tional interest. As reported in note (42) above, GM(pp) 
was unable now to alter the alignment as suggested by me 
earlier i.e. along the railway line or the G.T. Road, sinc:e 
laying of pipeline as per the present alignment is a must. 
it was agreed that the Indian Refineries Ltd. may under-
take to provide necessary protective works for safety of 
the pipeline in the coal mines as per rules and t'E'gula-
tions relating to the working of the coal mines. 
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In view of the circumstances explained above, and pro\o-ision 

for necessary safety measures, I feel we can now concur 
to the issue of the letter to the Government of West 
Bengal." 

7.32. The Committee drew the attention of the Special Secretary 
of the Ministry to the fact that as the Coal Mining Adviser was 
.subordinate to the Ministry and as it was stated "Since laying of 
pipeline as per the present alignment is a must. . . . "The Coal 
Mining Adviser had to accept the decision of the Ministry. The 
Coal Mining Adviser, by adding the line in his note that "as per the 
present alignment is a must . . .", in fact was not a party to that 
decision. The Special Secretary of the Ministry replied as 
follows:-

"My own assessment of the position is this. We had practi-
cally no experience in this country about taking such a 
pipeline over such an area. It was our first job. Our 
Mining experts also had no experience of that in regard 
to this country. Their acknowledge on the subject was 
academic and, to some extent, based on any observation 
they may have made outside the country. We qot cate-
gorical advice from the persons who claim to have laid 
pipelines in various countries of the world in other some-
what similar terrain. 

I think, the process that worked was that the Ministry 
thought the advice was of a more practical content, 
possibly, because we are also conservative by temperament 
and so on, and, therefore, they were thinking on those 
lines. I think, some such psychological or emotional pro-
cess took place. While these things went on at a particular 
time, our experts thought, taking the administrative 
Ministry's position into consideration together with the 
guarantee by the Ministry that they would provide any 
protective works that were necessary, about these things 
and decided to let them go ahead. I think something of 
that kind happened. 

There is a little bit of retrospective history to suggest that 
perhaps, though it might have been wiser to avoid this 
hazard altogether, to some extent, the decision taken was 
not unwise because we have run that line for almost two 
years and, as far as the breaches and leakages and all that 
in that line go, that has proved incorrect. In fact, coa-
sidering this case I am told there are cases where some-
times breaches and leakages have occurred, without 
damage. 
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7;33. In regard to the other points of actual mining operations 
have been done under these very specific areas, that of course has 
not been put to test. But a part of the fears have ben put to test 
and have been found so far, over two years, not well-founded 
though two years experience may not be adequate. But it is some-
thtng, I think some kind of psychological thinking as described 
determined the position. Then, there were also other factors like 
the survey of the area, particular alignment fixed and so on." 

7.34. Regarding the Ministry's note, the Special Secretary 
Informed. the Committee that there was a note of the time which 
reads as follows:-

"The question of carrying petroleum pipelines over coal fields 
was discussed in detail, in the room of Shri S. N. Sahgal, 
C.M.A., today Shri M. Gopal Menon, B.M. (PP) and Shri 
B. Subba Rao, Under Secretary, were also present. 

GM (PP) pointed out that it was not possible under the 
present circumstances, to change the alignment of the 
Haldia-Barauni pipeline so as to take it along side railway 
lines or the national highway. This would not only mean 
extra expenditure on account of the increased mileage 
resulting from the detour, but also the pipeline project 
would get delayed by about a year. The Cabinet had 
given the top most priority to this pipeline and had de-
sired that it should be taken up on an emergency basis. 
Therefore, the original pipeline alignment over the coal 
fields could not be changed. The only alternative was, 
therefore. to meet the objections of the coal mining 
authorities for so laying the pipelines. 

C.M.A. pointed out that in view of these circumstances, there 
was no alternative but to take the pipeline on the coal 
field although he was perso~a1ly not in favour of such a 
step. CMA pointed out that in certain areas, where the 
over-burden was extremely thin, safety measures such as 
stov'ng etc. may have to be taken. In ~ome areas coal may 
have to be reserved in order to aVOld a danger to the 
pipeline. 

After detailed di~ussions, it was agreed that in case any pro-
tective works became necessary in the coal mines for the 
safety of the pipeline then such safety measures wil~ be 
adequately provided for in accordance with the vanous 
rules and regulations relating to the working of coal 
mines. This was agreed to by the GM (PP). 



A draft letter to the West Bengal Government was then pre-
pared and the concurrence of both CMA and GM (PP) 
was taken. This draft is placed in the file below. Depart-
ment of Mines and Metals may now kindly accord 
concurr~nce to the issue of the said letter." 

7.35. The Committee regret to note that the entire question of 
laying the pipeline through the coal bearing area has not been 
dealt with care and caution it deserved. They note that India 
Technical opinions had been throughout against the laying of pipe-
line through the coal bearing area. The Mining Adviser to the 
West Bengal Government (on 17-9-63) followed by Chief Mining 
Adviser to the Ministry of Mines and Fuel (on 14-10-63) and Chief 
Inspector of Mines, Dhanbad (on 21-12-63) had emphatically and 
repeatedly objected to the laying of this pipeline through the coal 
bearing areas. The foreign t~hnical advisers of the Corporation 
viz.Snam-ProgettiIBeehtel ,howevel', held contrary views and cate-
gorically stated that no technical difficulty or risk was involved to 
the pipeline or to the coal bearing areas and insisted that the pipe-
line should be laid as suggested by them. Ignoring the warning of 
the Indian experts, I.R.L. accepted the advice of their foreign tech-
nical advisers and wrote as follows in their letter of January, 1964:-

"There will be no danger to the pipeline if it is laid in the 
coal mines and if any protective measures arc necessary 
for the pipeline at certain specified points, they would be 
undertaken by the pipeline authorities and at the same 
time requested the Ministry to obtain necessary clearance 
from the Coal Mining experts." 

7.36. The Committee is surprised to find that Bechtels, the con-
sultants of mL in their letter, dated the 20-12-1963 confirming that 
the -erossing of coal Mining areas presents no technical difficulties' 
to the products pipeline stated categorically that from their expe-
rience of construction of pipeline in coal mining areas in the U.S.A., 
France and Germany no difficulty has been experienced. While 
accepting the advice, the Committee find that Bechtel did not point 
out any specific instance of a place or area in a foreign country 
where the pipeline has been laid through the coal fields. 

7.37. The Committee find that whiJe the question of laying pipe-
line through coal bearing areas was being discussed in November.-
December, 1963 in consultation with the Coal Mining Ad,-iser to the 
Government of India, the Managing Director, Indian Refineries 
Limited is on record as having stated at a meeting with representa-
tives of Bechtels and 8nam regarding the location of Ruderani Ter-
minal that "there will not be any change in the alignment of the 
Haldia-Barauni Section of the Pipeline." This would suggest that 
the issue had been foreclosed at administrative level of Indian Re-
fineries even while the discussions were going on with the Mining 
experts of the Government. 
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7.31. After the completion of project again in February, It65 
Bechteb representative in Delhi wrote to their principab in San 
Francisco OfIice asking for advice on the problem of laying pipelines 
acrOlS coalfields. Tbe San Francisco office replied on the 8th Feb-
ruary, 1965 that in such matters "it would be necessary to obtain 
the advice of a mining consultant engineer and they recommended 
that Shri C.J.J. Raju be consulted". The Committee find that Shri 
Raju in his report bas inter alia observed that during his visit to 
Jbaria coalfields, be found that "the safety pillars left below the 
township and public roadways are liable to be destroyed due to the 
flies in the neighbouring goafs and that ('racks extended to the sur-
face above the safety pillars wcre emitting smoke. Mr. Hoaffert of 
Bechtel! on his note on the visit to the coalfields on 8th April, 1965 
noticed fire on the surface". In the opinion of Shri Raju "this 
hazard of the pipeline being exposed to hot smoke due to fire, etc., 
the cracks cannot be ruled out. This asped of the problem did not 
seem to have been given the necessary consideration by Snams 
Engineering while planning the layout of the pipeline. Even when 
the qnestion of advisability of laying the pipeline was questioned, 
both Bechtels (consultants to IOC) and Snam (Design Contractors) 
did not seem to have studied it in all its aspects and given tbe 
necessary advice at that stage in which case the difficult problem 
could have been avoided". Shri Raju in his report also stated "that 
it would be a desirable step to divert the pipeline or lay a new 
pipeline over nearby areas free from coal deposits". 

7.39. The Committee further find that neither Indian Refineries 
Limited nor Government had consulted the Geological Survey of 
India or asked them to prepare the section shGwing the outlay of 
coal seems along the pipeline till Shri Raju specifically asked for 
the map which WAS prepared for the first time at his instance. 
Shri Raju in his report has mentione4 that a number of collieries 
over wbi('h the pipeline passes viz SripurJ Satram, Madhavpur etc. 
have gassy fires and that in some of these collieries, particularly 
old ones, where working Ihas been discontinued, fires may start any 
time. 

7.40. Shri Raja's report was discussed at a Inter-Ministry meet-
iDe on 8-1-1_ and a decision was taken to "plan for a restricted 
diversion of the pipeline over the worked leased beld areas within 
the next two or three years and the pipeline permitted to be in 
operation till then with proper safegards". 

'1.41. It was ultimately dRided by the IBL BoanIIGovernmeIlt 
On the Report of a Saney and Design team set up for tbe PlU'pOse 
to • diversion of M kms. to avoid the coalfields at 8 cest of as. 1ts 
lobs. whim was sandioned by the Govenment of India on 
12-5-1111. 
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7.42. The Committee feel that it is indeed unfortunate that the 
Government disregarded the opinion of the Indian Mining Experts 
and completely relied upon the advice of the foreign experts for 
laying the pipeline through the coal-fields. As the events have 
proved, the views of the Indian experts have ultimately prevailed. 

7.43. The other point that the Committee have noted with regret 
is that IRL made a commitment of providing necessary protective 
measures in the coalfield area without examining and knowing the 
financial implications for such a commitment and even without 
knowing fully what those protective measures would be. Curiously 
enough, the protective measures were to cost Rs. 18 crores as against 
the laying of new pipelines which was to cost Rs'. 2 crores. The 
Committee are extremely surprised to find that the IRLIGovern-
ment had never applied its mind to the economies of the protective 
measures vis-a~vis the expenses of laying new pipelines which is 
unpardonable. What surprises the Committee most is that IRLI 
Government before making their commitment amounting to Rs. 18 
crores for protective measures never deemed it necessary to seek 
the prior approval of the Finance Ministry which was obligatory. 

7.44. The Committee find that Government consulted the Burma 
Oil Company (Pipelines Division) in London in 1967 taking into 
account the fact that BOC Pipelines Division were working as con-
sultants to Oil India in Naharkatiya Barauni crude pipenines. The 
Committee feel that the expert advice should Ihave been sought at 
an earlier date so that their recommendations about the Use of regu-
lated mining practice, adoption of hydraulic and stowing etc. could 
be brought to the notice of the mining experts and mining concerns 
fur consideration and allay their fears. The Committee are also 
of the view that the Investigation Committee which was appointed 
in May, 1968 should have been appointed in 1963 when the Mining 
Advisers to the West Bengal Government and the Advisers to the 
Government of India had objected to the laying of pipelines 
through the coal bearing areas in no uncertain terms and if that waS 
done all these lapseo; would not have occurred. 

7.45. The Committee regret that the indifference of IRLIGov-
emment went to the extent of ignoring ~ ask for a third set of 
independent opinion before accepting the defective advice. T:he 
Committee is convinced that such gross indifference dereliction of 
duty of the officials of GovernmentiIRL being inexcuseable, impar-
tial inqniry followed by severe punishment of guilty officials for 
the lapses is called for. 

7.46. The main contention of the IRL in not agreeing to consider 
the proposal for diversion of alignment of the pipeline through the 
coal-hearing area In U63 and 1964 was that a decision to realign 
the pipeline would result in - considerable delay, The Comnlittee 
desired to know the estimate of the delay that would have been 
caused, hut DO precise reply was forth-coming from Government. 
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7.47. The Committee would like to point out in thi. CODDecUO. 

the following two salient faris:-

'nIe first eontract for construdion work wu signed with 
Snam on 31st July, 1963. The first objection of the West 
Benlal Governmmt Mining Adviser to dte West Bengal 
Government to the proposed alignment of the pipeline 
thro-..gh coal-hearing areas was raised OIl 18-'-1963. The 
actual construction was started only in Oetober, 1164. 

7.48. It is also pertinent to recall that the Executive Project 
Report ill the form of "drawinls and speeifications" came in pieee-
meal frOlll 1003 till 1966 when the Project was completed. 

7.49. Another reason put forward by IRL for not considering 
realignment of the pipeline is that it would have involved payment 
of damares to the contractors for down time for keepinl their 
machinell and men idle on the job. No estimate of the down time 
payment has been given to the Committee but jud,ed from the 
attual rate of down time payment made to the contractor for non-
availability of land etc., the Committee feel that its quantum would 
have bt'en far less than the cost that would have been inc:uned for 
realigning the pipeline at that stage to avoid the coal-bearing area. 
The least that the Committee could expect from IRL!Govemment 
was that they should have carried out a most careful appraisal of 
the various alternatives 8ucb as cost of realignment and payment of 
down time vis-a-vis the gran hazard of pushing the pipeline through 
the coal mining area against the adviee of mining experts of Gov-
ernml"nt. The Committee have pointed out elsewhere in the Report 
how the existing aUrnment of pipeline through the coal-beving area 
is an~ged to ha,'e resulted in locking up of coal reserves to the 
tune of Rs. 350 crores and carried an implied eommitment to the 
tune of a..... 18 crores on stowing works to minimise the hazard of 
fire in the area surrounding the pipeline. 

1.50. It is. therefore, evident tbat in actual fad there was a 
time lac of over one year in the signing of the agreemeat and its 
l~er.ution whit'h could hay .. been used with prudenee to 10 into aU 
all~ts of realignment and taken a decision in the over...... interest 
of the Project. 

7.51. Anothl'r rad which comes prominently to notice in tlUs 
t'ft~ is that complet.. relianN! was placed by the Public U.dertak-
lngsiGovernment on foreign companies for Ute preliminary Project 
a.":'rt. t'Xf'('utin Projec:~ Report, entrinee.rmg details.. project exe-
cution. design monitoring and maUlement supervision without 
eXl"rdslug the,r rlcbt to over-see and Krutiniae their actions to en-
SUl't' th.t thn Wf'1't! in the ~t iaterest of the coantry. The a1ajed 
reliance on f~l't!i~ ('Oft1paaies we-nt to the exteat of rejectiDg eat· 
rlglat til. tlt~rt ad\'lee of Govenme1lt's OWl MDUftI eqbIeen. 
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7.52. The Committee would like the Public UndertakingsjGov-
errunent to learn the lesson from this costly lapse that the respon-
sibility for over-seeing the work of foreign collaborators should in 
no circumstances be compromised and that vigilance should be 
exercised at every stage to hold the foreign collaboratol's responsi-
ble for discharging their obligations under the contract faithfully. 
Government should also take care to make adequate provision in 
the agreements to safeguard their right to recover money for da-
mages suffered or short-falls in capacity as compared to the designed 
capacity contraeted and paid for. 



VIII 

CENTRAL VIGILANCE COMMISSIONER 

The circumstances in which a portion of the Haldia-Barauni pipe-
line was laid in Bengal coal fields area was entrusted by the Govern-
ment of India to the Central Vigilance Commissioner for investiga-
tion on 30-6-1967. 

8.2. During the course of evidence of the Ministry of Petroleum 
lind Chemicals and Mines and Metals (Department of Petroleum and 
Chemicals) the Committee enquired as to why did the Ministry refer 
the case about laying of Haldia-Barauni pipeline through coal bear-
ing areas to the Central Vigilance Commission and what were the 
ternns of reference? 

8.3. FollOWing were stated to be the terms of reference 01 the 
Rau Committee: 

"To enquire into and report on the circumstances underlying 
provi: ional selection of the pipeline alignment between 
Ondsl and Salampur, the objections raised thereto, the 
considerations given to the objections by IRL and the 
Government of India, the decision of the Government in 
April, 1964 to confirm the alignment. the further course 
of events leading upto the laying of the pipeline in late 
1964 and early 196& and the eventual decision to realign 
the route. 

Without effecting the generality of the foregoing scope, the 
enqUiry shall deal with the follOWing matters in parti-
cular: 

(i) Can the pipeline Engineers, Snam Progetti be assumed 
to have exercised due diligence and given adequate re-
gard to Indian laws and regulations in proposing the 
alignment of the pipeline between Ondal and SalampW'? 

(U) On the receipt of the West Bengal Government's objec-
tions, were the different aspects of the matter considered 
with proper care and in full consultations with the se-
veral authorities concerned? If not, what d~ciencies have 
arisen or defaults been committed, and who if anyone, 
should be held responsible therefor? 
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(iii) What view must be held about the expert advice given 
by Bechtel and 8nam Progetti on the objections to the 
proposed alignment? Should or can either or both of 
them be held in any way responsible legally or other-
wise for the loss now being caused to 1.0. C. and should 
any further action be taken about any such liability? 

(iv) On the clearance of the alignment by the Government 
of India in April 1964, did IRDIIOC address itself pro-
perly to a determination of the safeguards to be provid-
ed on the proposed alignment and the costs likely to be 
incurred? Has there been any delay, or omission in this 
matter, and if so, who is responsible for it? 

(v) With the receipt of many represerltations from mine 
owners and in the light of the further discussions with 
the coal mining authorities in the second half of 1964, 
should or could IRLIIOC have decided to abandon the 
alignment and adopt an alternative one, having regard 
also to the known delay in the completion of the Barauni 
Refinery and the need to operate the pipeline? In not 
taking such a course, did the Company act in an impro-
per or hasty or reckle,s manner? 

(vi) Was the Board of Directors of IRLIIOC kept informed of 
the developments in this matter and was the Board ap-
proval obtained to the steps taken from time to time? To 
what extent, if any, have there been improper omissions 
in seeking necessary approvals and sanctions? Who 
should be held responsible for any such omissions? 

(vii) Should any of the officials concerned with this matter 
in the Ministry of the Government' of India and the IRLI 
IOC be held to have been prima facie careless or negli-
gent in the discharge of their responsibilities? Should 
any action be taken against any of them. If so, what? 

(viii) Any other related matters." 
8.4. In response to the Committee's query as to why did the Min-

istry think it fit to refer the matter of laying the Haldia-Barauni 
pipelines to Vigilance Commission, the Special 8ecretaryof the Min-
istry informed the Committee that Government had decided to divert 
the pipelines away from the coal fields at a cost of approximately 
Rs. 2 crores, and for that they had to go to the Ministry of Finance. 
The then Finance Minister (8hri Morarji Desai) when saw the whole 
case, said in his note reproduced below that he was not quite satis-
fled with regard to the sequence of events in that case and advised 
that an enquiry may be Irulde into it: 

"I agree, in the circumstances. that diversion is inevitable and 
this may be approved. 
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This appears to be a very bad case and has led to a wasteful 
expenditure of nearly Rs. 2 crores. This seems to be due 
almost entirely to the negligence and to the number of 
errors committed by those concerned. In particular, I 
note that, while the Chief Mining Inspector was consult-
ed at the beginning and he had objected to the laying of 
the pipeline through the coal field and this objection had 
been repeated by other technical officers like the Chief 
Mining Adviser to the Government of West Bengal and 
the Coal Mining Adviser to the Government of India also, 
all this advice was disregarded. 

Further, a commitment appears to have been made in the Mi-
nistry's letter to the West Bengal Government that we 
would undertake protective and safety measures and pay 
for the same, without any calculation or·idea of the costs 
involved in such measures. It was only much later on 
that it was reported that these measures might cost as 
much as Rs. 18 crores. This commitment was made with-
out any intimation or consultation with the Ministry of 
Finance. 

It is not clear how this matter was dealt directly between the 
pipelines Division and the Ministry. The Boards of IRL 
and the IOC, who were primarily concerned with the mat-
ter, do not seem to have been consulted in any way after 
the first objections from the We~t Bengal Government 
were received in September, 1963. 

All these matters need an immediate "Enquiry" with a view 
to flxing responsibility on the officials concerned at all 
levels, both in the Pipelines Division and in the Ministry. 
I would like the Minister for Petroleum & Chemicals to 
consider instituting such an "Enquiry" straughtaway, and 
I shall be glad to be kept informed of the re3ults of the 
same. 

I would also like the matter to be pursued further as to the 
extent to which we can hold our technical consultants Mis. 
Bechtels etc. responsible for the wrong advice they had 
given to us and for the recovery of damages from them." 

8.5. On an enquiry the Special Secretary informed the Committee 
that Shri Rau, the Vigilance Commissioner, was entrusted with this 
inquiry on 30.6.67 with the approval of the Minister for Petroleum 
and Chemicals and the Prime Minister. On the 19th June, 1967, the 
then Minister for Petroleum and Chemicals addressed the Prime Mi-
Minister regarding appointment of Shri Rau. 
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8.6. The Special Se<:retary of the Ministry stated in evidence as 
follows:-

"Then Mr. Nayak wrote this note on 26·6.1967:-

"Shri Rau has agreed to carry out the Enquiry but wishes it 
be entrusted to him as C. V . C. I see no objection to this. 
Secondly, he says that since he must attend to the En-
quiry in addition to his other work, it may take 3 to 4 
months before he can submit his Report. This also seems 
acceptable. Finally as regards the terms of reference, 
with which he generally agree::;, he wanted that a clause 
may be added to deal with "Any other related matters·" 

8.7. On the 26th June, 1967, Mr. Nayak reported to the Minister, 
the result of his discussions he had with Shri Rau for entrusting the 
enquiry into H.B.K. pipeline to him. On the 30th June, 1967, Mr. 
Nayak addressed to Mr. Rau as follows:-

Following our discussion and your agreement, I am writing to 
communicate to you formally the Government of India's 
deci'ion to entrust to you as Central Vigilance Commis-
sioner an enquiry into the circumstances in which a por-
tion of the Haldia-Barauni Pipeline was laid it now seems 
wrongly in the Bengal Coal field area". 

8.8. The Committee were also infonned that Shri Rau, Chief Vi-
gilance Commissioner retired "on the 23rd August, 1968" and again 
after retirement he was appointed to carry on that investigation "in 
his individual capacity". 

8.9. The Committee enquired as to Who re-appointed Shri Rau 
after retirement. In a written reply, the Ministry informed the 
Committee that "Shri N. S. Rau's agreement to complete the inquiry, 
in his personal capacity, into certain matters connected with the 
laying of the Haldia-Barauni Pipeline through the coalfields of West 
Bengal even after having laid down his office as Chief Vigilance 
Commissioner on 23rd August, 1968 was examined. by the then Se-
cretary in consultation with the then Minister." 

The Committee has taken note of the reply given by Minister to 
S. Q. No. 6829 on 2O.4.197(} in Lok Sabha on this subject, which is 
as follows:-

"(d) Minister's wIitten Order on the date on which extension 
. was granted is not available in our records. Subsequently, 

however, the then Minister of Petroleum & Chemicals, has 
given in writing that the extension to Shri Rau was 
granted after taking his prior approval." 
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8.18. The Committee asked the Special Secretary of the Ministry 
to read out the letter asking Shri Rau to continue the investigation 
on retirement in his personal capacity. The Special Secretary read 
out the following letter, dated the 20th August, 1968 from the then 
Secretary, Shri Nayak to Shri Rau:-

"Dear Shri Rau: 
The inquiry into certain matters connected with the laying 

of Haldia-Barauni pipeline through the coal-fields in 
West Bengal was entrusted to you last year in your 
capacity as the Central Vigilance Commissioner. We un-
derstand that while the inquiry is nearly complete and 
that it may take only a few weeks more for you to fur-
ni.h your report, you are due to lay down your present 
oftlce on the 23rd August, 1968. You have orally 
offered to continue and complete the work thereafter in 
an honorary capacity. I write to say that Government 
thankfully accepts your otter. Any secretarial or other 
aaaistance that you may need from Government here-
after will be readily made avallable." 

8.11. The Special Secretary also read out the letter dated 21122 
August, 1968 trom Shri Rau in reply to the letter of the Secretary of 
the MJnistry. 

"Dear Shri Nayak: 

When 1 had the pleasure of meeting you today, I mentioned 
to you that I had received your 1etter of yesterday and 
that I would like to mention one or two things which 
would bring what is stated in the letter in conformity 
with what I bad in mind. It it stated ill that letter that 
I bad orally offered to continue to work. What I had 
indltated In the c:ourse of my earlier talk we bad was 
that since I had nol been able to complete my work 
though it had progressed substantially. I should be glad 
to complete the work in my individual eapadty even 
after I laid down my otlic:e as Central Vigilance Commis-
sioner if Govt. wanted me to do 10. It would, therefore. 
be appropriate to say that I agree to the Government's 
request that I should continue and complete the work. 

As reprds the stage of the inquiry, it is stated in the letter 
that you understand that the inquiry is nearly c:ompIete 
and that it would take only a lew weeb more to furnish 
the report. 1 would like to say that a substantial part 
of the inquiry has been completed and I aJao think that 
the remaining part of the iDqUiry should not take a long 
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time. It would, in the very nature of things, be very 
difficult to say what time it will take, though, of course, 
I would like to complete the work as early as possible. 
In this connection, I may also reiterate that after I lay 
down my office on the 23rd instant, I would not be able 
to take up the work for about a month since I have to 
attend to some things which need immediate attention 
and which I had planned to attend to on the basis that 
I will h8ve rio commitments after 1 laid down my pre-
sent office. You agreed that the clarifications mentioned 
above were in order." 

On 23rd August, 1968 Shri P. R. Nayak, Secretary, Ministry of 
Petroleum & Chemicals wrote to Shri N. S. Rau as follows:-

"I have received your D.O. letter No. 58ICVCjRI68 dated the 
21122 August, 1968 and write to confirm that 1 am in agree-
ment with the position as explained by you." 

a12. At the time of evidence (3-9.69) on enquiry from the Com-
mittee, the Joint Secretary of the Ministry stated: 

"I have been in direct contact with Mr. Justice Rau. I met him 
during the Budget Session of 1969. Thereafter, he had 
been to Bangalore because he was not well. He came back 
around the day the last session of Parliament was to c.om-
mence, i.e. 20th JUly. I contacted him again. 1 contacted 
him on last Sunday again, i.e. on the 31st August. There. is 
one point which 1 am unable to say, because he has not 
disclosed to me, as to what has been delaying it. But 1 
think it is this as he indicated to me has made certain in-
quiries from one of the two foreign experts. With them, 
I suppose, some point has been hanging fire for sometime. 
His latest indication to me was that, in about a month's 
time, he should be able to submit the reporV' 

&13. In a written reply to a query it was stated that it was not 
considered necessary by the Ministry of Petroleum and Chemicals to 
consult the Ministry of Home Affairs on the initial appointment ot 
Shri N. S. Baa, to enquire into matters relating to the HBK pipe-
line. Approval of the Prime Minister had already been obtained on 
his original appointment. It was added "The report to be submitted 
by Shri N. S. Rau would have the same force as any other report 
submitted under either the Commissions of Inquiry Act or by De-
partmental Inquiring Officer or under Arbitration Act." 
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8.14. In reply to a question in Lok Sabha on 20th April, 1970 it 

bas been stated that following expenditure has been incurred on the 
Comrrdulon of Inquiry upto 28th February, 1970:-

·Travelling upcnJc. 
Board and Jadrin, expenses 
Telephone charlel 
Mhcellancou. CIlPCDICI • 

Honorarium to hi. f()fmer rs 
Sfalf ur (u;penlclI on petrol alone) 

Rs. 
33.7,0'95 

11,778'91 
1,589'45 

2.48 .12. 

4,5°0 '00 
5.337'00 

"In addition, it is also proposed to grant an honorarium of 
R~. 7,500 \0 Prof. K. V. Subrahmanyam of Osmania Uni-
versity for aSSisting Shri Rau on technical matters," 

It hilS ainu t>e('n stated that no expenditure was incurred on the 
Commission of Inqury pror to tht' retremcnt of Shri N. S. Rao. 

8.15. The Committee find that wben the proposal (or divertina 
the Pipeline from the coal bearinr areas for about a total lettgtb of 
about t3 km!l. at a total ~ost of Rs. 195 lakhs Win sent to the M"naIs-
try of Finance for their approval and eonc:urren~e. tbe tben Deputy 
Pri.e Minister .ocI tbe Fman~e Minister, while approving the 
.heme of divenlon on 6th May, lI67 remarked that "this appears 
t. be a very bad OM aad had led to • wasteful expenditure of 
nearly ... Z erot'ea and !!ItIUeateci an enquiry in the matter" with 
a n.w to bla, responsihility on the oIIlciah cOIK'erned at all level. 
both in aM Pipelines Division and ill tlte Ministry". As a result 
t .... matter was .. eferred to the Chief Viailaaee ~ioner Shri 
N. S. Raw ... 38t.Il ,JUM. 196'7, for innstipUon. The appointment 
Wa. appre"ed hy the Prime Miaister. Although it was eXPftted 
tUt the report weald be submitted in 3 or 4 months time the report 
WIUI awtuaUy submitted as late .. on lkh April. uno. Shri Rau 
..... ire4 all CVC on Z3rd Au,ru..t,. 1_. '-fore suhmittiftl the report 
on IIBK PipeJi~ Before his retirement. however, the Set'relary 
of the Ministry had dbaas.'Ilions with him and he was requested to 
~ntinue the '.vHUration in his personal capacity even after his 
retirem.nt as Vit'lJaMe Commissioner (the "Iter dated 21th August, 
1" fl'1lm Shri H.y. to Shri Rau aad tla. Jette!' d.tH zllZZad 
Auptt. 1111 from Shri Rau to Shri Mayak rep....t.ecl at (Pans 
8.tt and 8.11 of this report m.,. he refe1"Nd.) 

8.16. TH Committee made enquiries as to how S1ui Bau was 
asked to carr)' OIl the lav_tiption in his penoaal capacity OR his 
....... ~ .. -... --... --- ... _-- .--.'-"-'-'-'~' ---... --- ----_. __ .. _--_.-._ .... -_._._-

·At the- titnt' of rolC,1UI ftrifttlrlaft. the Ministt}· stated ,hilt ~ fhe mirnNl\r 01 
Stlri RAil. Rs. 2809'04 WCfe incumd by the I. O. C. by...., of T.A. lind iDciotmral 
lnckkntal orS"ri Rau 'tnd 'talf. 
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retirement as Vigilance Commissioner and at what level tbe deci-
sion was taken. The Ministry Lave given a writtcn notc that the 
question of Shri Rau's continuing to do the investigation wa5 ex .. -
mined by the thl'n Secretary in consultation with the then Minis. 
ter and after prior approval of the Minister, Shri Rao was advised 
to continue the investigation. 

The Committee have taken note of the reply given by the Minis-
ter In the Lok Sabha on 20th April, 1970 in which it has been 
stated: 

"Minister's written order 011 the date on which extension was 
Rranted is not available in our records. SubsC(IUcntiy 
however, the then Minister of Petroleum and Chemicals, 
has given in writing that the extension to Shri Rau was 
granted after taking his prior approval." 

The Government has given no explanation as to wh~' the work was 
not allowed to be done by Shri Rau's successor as evc. The Com-
mittee are surprised that luch an important appointment was made 
by the Secretary by taking only verbal orders of the Minister aud 
only subsequently the written orders of the Minister were obtained. 
It is a fit case to be enquired into as to on what dates the subsequent 
orders were obtained because the Committee have noted that the 
Ministry failed to produce this paper before the Commjttee at tbe 
time of evidence when they wanted the Ministry to produce any 
written evidence avaiJable with them. The Committee were told 
that the relevant file was with the eve and hence they could not 
produce it. 

8.17. The Committee are distressed with the manner in which 
the tben Secretary to the Ministry of Petroleum and Chemicals was 
allowed to play on his own a crucial role in meeting and persuading 
Shri Raa three days before his retirement to continue thc invc!itiga. 
tion in his personal capacity even after retirement. It is pertinent 
to recall tbat ODe of the subjects of enquiry was whether "any of 
the ofticials concerned with this matter in the Ministry ot tbe Gov-
ernment of India and the IKL/IOC" was "prima facie callous or 
negligent in the discharge of their responsibilities" and what action 
if any, should be taken against them. As already pointed out ear-
lier, tbe post of Managing DireCtor of Indian Refioeric5 Ltd. at the 
relevant time pertaining to the enquiry was occupied by none other 
than the person who was then heading the Ministry of Petroleum 
and Chemicals as SecretarY. In the circumstances. it would have 
evidently been more appropriate if the entire qUC1;tion of refeRin.-
the issues raised by the then Deputy Prime Minister and Finance 
Minister for investigation bad been entrusted by Government to 
tbe Cabinet Secretariat and necessary action taken in the matter 
by the Cabinet Secretary i~ consultation with the Minister eon-
~roed and the Prime Minister whose approval bad originally been 
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takeD to entrust the enquiry to the Central Vicilance Commission. 
The CeDunittee cannot resist the feelinlr that in persuading Shri 
Rau to continue with the enquiry even after retirement in his per-
sonal capacity in circumstances wllkh are not free from doubt can-
DOt be expected to settle the matter conchuively. The Committee 
feel compelled to record their fear that the whole investigation has 
lot vitiated in the circumstances and tbe objective underlying it 
has been defeatecl. 

8.16. The Committee feel that the work of the investigation ought 
to have been done by tbe CVC and not by Sbri Rau in his indivi-
dual capacity. The Committee have al50 noted witb great regret 
that this enquiry hal been allowed to be dragged on for a number 
of yeara. Although it was stated to the Committee that tb. work 
was bein" done in an honorary capaciy the Committee find that the 
t~nquiry has already cost the exchequer an amount of as. 57,009 
upto ZSth "'chruary 1970+ &5. 7.:;00 to be paid 8S honorarium to a 
PrOfe!lllOf of <>amania University. The :Committee fail to under-
stand tbat when the investigation was being done by the CVC bow 
it wall withdrawn with the retirement of Shri Rau from the post 
of CVC. The Government has not Jiven explanation as to why the 
work was not allowed to he done by Shri Rau's successor .1 CVC. 

8.19. The Committee .1110 made enqUiries as to what would be 
the status aDd force of the report submitted by Mr. Rau in his pet·-
IiOnal capadty. The Secretary in his written note has stated tbat 
'tthe Report would have the same loru as any other report sub-
mitted under either tbe Commlludons of Enquiry Act or by Depart-
mental Inquiring om""r or under Arbitration Act." The Com-
mittee do not acree with this view of the Ministry. In the view 
of the Committee the report submitted by Shri Rau in his personal 
"apacity would not carry convictions nor will command the respect 
which a report of this nature could do when submitted by ~C. 
In view of the fad that Shri Rau's re-appointment was made in a 
very suspicious maDner, the Committee further feel that a report 
Submitted by Shrt Rata in his personal capacity. is not worth consi-
derinll. The Committee would, however, also suggest that enou~ 
Information and evidence are available on the basis of wllkh the 
Gov~rnment ,hould proceed departmentally as the rules may per-
mil under the Conduet Rules to take suitable action ill the matter. 

! 



IX 
CONCLUSION 

The Committee have commented in Chapters II and III in detail 
on the induction of Bechtels in the Pipeline Projects on unfounded 
grounds which have led to several complications. They are rather 
intrigued by the manner in which Bechtels were first introduced 
into the Pipeline Project by the then Managing Director of IRL on 
three grounds, viz. that they worked in the area in 1955, that they 
would prepare the Project Report in about 4 to 6 weeks, and finally 
that they might be able to persuade the World Bank or other ag«m-
cies in the USA in the question of financing the foreign exchange 
component of the Project. None of these considerations can hold 
the ground as Bechtels had worked in the area 6 yearo; earlier from 
the time in question; they completed the Report not in 4 to 6 weeks 
but in 11 weeks and in actual fact, the CorporationlGovernmcnt 
decided not to call fClr global tenders, and, therefore, the question of 
taking the assistance of Bechtels for persuading the world Bank for 
financing the foreign exchange component of the Project did not 
arise. The Committee cannot but take note of the grave failure 
of the IRLiGovernment to nip the mischief in the bud. 

9.2. The Committee are even more puzzled by the decision 01 
IRLJGovemment to appoint Bechtels as design engineers and over-
all supervisers for Gauhati-Siliguri pipeline and pay Bechtels as 
much as Rs. 51.26 Iakhs in rupees and %.86 lakbs of Dollars (Rs. 13.63 
lakhs), including an income-tax liability to the tune of Rs. 22.48 
lakhs. The Committee have also showed how the payment made 
to Bechtels for their services works out to 10.81 per cent of tbe 
cost of project as compared to 7 per cent which are reported to 
have been paid for Naharkatiya-Barauni pipeline which was execu-
ted about the same time. 

9.3. The Committee find that the Managing Director of IRL was 
also primarily responsible for bringing Bechtels into Baldia-Ba"au-
ni-Kanpur pipeline project on the ground that Bechtel Corporation 
could hring about "modifications and simplications in the ENI de-
sign for the Project ........ without sacrificing safety and technical 
consideration so as to yield sufficient economies in Project ccst." 
Bechtels thus got induced into the HBK pipeline project as design 
monitors and project managers at a colossal charge of about 81 
lakhs. Bechtels managed to clear oft the scene by 319th June, 1965, 
by contriving an agreement which made payments to them time 
bound without relating it to the actual progres of work. The result 
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was that Beebtels vanished from the scene nearly a year before tbe 
completion and eommiuioning of tbe Projed. They also managed 
to ret paymenta with retr05pedive effed on the ground that "tbe 
work done-payment made," but the same hypothesis was not 
stretched by Government to ensure that payment was made to Bech· 
tel!! only after tbe work was completed. The Committee cannot 
belp the eonelusion that the IRJ. showed more concern for Bechtels' 
interests than for the Project. 

9.4. Beebtel. played a crudal role in the discussions at Milan in 
July. 1163, whicb lead to the conclusion of faulty agreement with 
Snam. for eoDlitrudion of the pipeline with capacity of even less 
than 2 million tonnes against the intended capacity of 3 million 
tonnes. 

9.5. It ill .1110 on ffford how Bechtels changed their stand about 
alignment of the pipeline through the coal·field area after the pil)e-
line had actually been laid. The Committee see no reason why 
Berhtels could not have referred the matter earlier say in 1963 
instead of 1965 to the San Frant'isco office when the Indian mining 
('on!Oultants were unanimously of the view that the pipeline should 
not be laid in the coal bearinl arca, and why they could not suggest 
t'Xamination of the coal fields by a.n Indian expert earlier tban 1965. 
The net rellult is that besides the hazards to which the pipeline has 
been unnec:eparily exposel by laying it in the coal area, it would 
C'ust nearly as. Z ("fores to re-align the pipeline to avoid the coal 
flelcb. 

9.6. As reprds the claim that the introduction of Bechtels would 
result in ~onomy. the Comnuttt-e would like to recall the consi-
dered views of the Direetor-in-charge (Pipeline.-). JOC. tbat the 
ceoDOmy achieved was more iUusory than real .. as the fadUties aacI 
eapadty were considerably reduced without commensurate reduc-
tion in cost. 

9.7 The dealinJr'l of Bechtels were critically reviewed by tbe 
Board of Directors of JOC at their meeting held on ZIt' March 
tMt, and they recorded inter alia-

"LooldDI iDto the dealiDgs and records of Mis Beebtels, the 
Board deeleled that the Corporation will bot have aDY 
dealings in future with the party." 

9.8. The Committee Deed bardly point out that the Resolution or 
the Board of Dire<-tors .f JOC is conclusive OIl tbe su"~t and 
underliaes the need for a thorough investigations by Government 
to determine the manner and the reasons for which Mis BeehteJs 
were b,~ht on to the scene, first for Gauhati-SiJiguri pipe1iDe 
projet't aDd lat .. r 101' HBK projec:t and paid over as. 1.5 uores with 
hardly aDy commensurate beneJit to the Project. ID fad, but for 
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their inept technical advice at crucial stages the history of the pro-
ject of HBK pipeline may well have been different. The Com-
mittee would like Government to pursue the matter to its logical 
conclusion and take up with all those concerned with the introduc-
tion of this party to the Pipeline projects and the undue favours 
which were shown to them at every stages evidenced by the unusual 
provisions of the agreements. The Committee cannot help point-
ing out that the then Managing Director, IRL, who was signing 
the agreement on behalf of mL showed more concern for the in-
terests of the Bechtels than for the public money he was entrusted 
with. 

Non-Calling of Global Tenders 

9.9 The Committee have not been able to appreciate why Indian 
Refineries Ltd./Government did not call for global tenders for exe-
cution of Gauhati-Siliguri Pipeline and Haldia-Barauni-Kanpur Pipe-
line, especially when the EN! credit, which was ultimately availed 
of for the project, cantained a specific provision to the effect that 
IRL could advertise and invite global tenders". It is on record that 
there were as many as 8 other foreign companies of international 
standing, two each from USA, UK. and France and one 
each from West Germany and Japan, who were evincing keen 
interest in execution of the project and were also willing to extend 
credit terms to meet the foreign exchange component of the project 
on terms and conditions which were not less favourable than ENI 
credit. 

9.10. While the Committee appreciate that SNAM-SAIPEM had 
the experience and knowledge of Indian conditions, it would not 
have been unreasonable to expect that SNAM-SAIPEM would have 
offered even more competitive rates to gain the new contract in the 
face of keen competition by firms of national or international stand-
ing, who were openly evincing keen interest in the work. The Com-
mittee need hardly point out that ENI group of companies had 
already their JJ18chinery, equipment and men in the country for 
execution of the Naharkatya-Barauni crude pipeline and it was 
obviously in their interest to gain further pipeline contracts. The 
floating of global tenders would have had the additional merit of 
making the companies compete amongest themselves to construct 
a pipeline in keeping with the latest technological developments and 
experience over the world. It is also not illogical to believe that 
the details of these quotations would have enabled mLI~vemment 
to make a comparative study and decide about the optimum design 
and pumping capacity for ensuring for achieving the pres-
cribed througbput. The importance of this aspect cannot be over-
stressed for it bas been found tbat Haldia-Barauni Pipeline, which is 
of strategic importance, has been found to be of 1.5 miBion tODBes 
capacity only as compared to the original intention of having a 3-
million ton caparity pipeline. 



9.11. The Committee are of the considered view that had ,loW 
tenden been invited, :nothing would have been lost, while there ia 
every reason to believe that mL would have ee:nsiderably pine.t 
by indudq the firms to give most wmpetitive offers in respect of 
cost, design and accommodation for foreign exchange component of 
the projeet. 

9.12. Another aspeet, which intrigues the Committee, is the 
reversal in the stand of the Managing Director that the contrad 
should be given on exdusive basis to SNAM, when only a few weeks 
earlier he is on record to the effect that global tenders should 'be 
lIoated. The Committee would like Government to fully investi-
,ate the cireumstances under which the Indian Refineries Ltd. and 
Government allowed themselv~ to be persuaded to hand over the 
construction contract to SNAM·SAJPEM exdusively without putt-
ing it to sure and paractical test of global tenders. 

9.13. Another aspect which ha.. greatly worried the Committee 
i. the halting and somewhat contradictory manner in which Gov-
ernmentlIOC have approached the probe into the affairs of the pipe-
lines inapite of the fact that the matter has been agitated on til. 
11001' of the House through questions, including a Short Notie. 
Question on lst April. 1970. It is on record that the then Deputy 
Prime Minister and Finance Minister had ltiven orders as early as 
May, 1967 that a thorough investigation should be held into the waste. 
ful expenditure which would be inMJI'l'ed on the project and that 
re!llponsibility should be fixed on the offidals concerned at all levels 
in the Pipeline Division and in the Ministry. It is pertinent to recall 
how the appointment of the Central Vigilance Commissioner to hold 
the inquiry, the terms of his reference and finally entrusting Shri 
Ran even after his retirement as Chief Vigilance Commissioner 
with the task of inquiry. was allowed to he handled by an officer 
whose conduct, while holding carlier the appointment of Managing 
Director of Indian Refineries Ltd.. was in question. It would evi-
dently have been more appropriate if the entire puestion of refer-
ring the issues railled by the then Dt'puty Prime Minister and Finan-
ce Minister for investig'ation had heen entrusted by Government the 
Cabinet Secretariat and n~ssary action taken in the matter by the 
Cabinet Secretary in consultation with the Minister concerned and 
the PrIme Minister's approval had been taken to entrust the inquiry 
to the Central Vigilance Commissioner. If these elementary pre-
cautions had 'been taken, the Committee would not have been eom.-
pelled to record their fear that the whole investh~ation done so far 
has got vitiated in the circumstances and the objective underlying 
It has been defeated. 

9.14. Similarly, in the case of inquiries held by the JOC regard-
ing shortfaU in the capacity of the pipeline as compared to the inten-
ded c:apacity or design capacity, the Plattei' bas been investigated hI' 
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a Sub-committee of the Directors of IOC, which had on it a num_ 
of o8i.ciaIs who had earlier been connected actively with the Depart-
ment of Mines aad Fuel at relevaDt time. 

The Committee have also pointed out how issues have been posed 
but the problem has not been faced squarely. 

9.15. The Committee also take a very serious view of the fact 
that the important records of mL, particularly Enclosure 18 of 
Pari II-'Job Description' etc.-and papers indicating the stages of 
processing of eontract documents at the various levels of manage-
ment are not available aDd are reported to be missing. The loss of 
such vital documents CaDnot be treated with complacency. What 
amazes the Committee most it that "no record was kept of these 
discussions at various stages" which led to the "fiDalisation of con-
tractual matters". The Committee cannot accept the plea of dealing 
with such important matters on "war footing", as it has neither 
given results in the matter of expeditious completion of Haldia-
Barauni·Kanpur Pipeline (it was delayed in commissioning by more 
than 18 months), nor achieved the objective underlying its cons-
truction in as much as the capacity established is far below the S 
million tonnes capacity of Barauni refinery. 

9.16. The Committee have also pointed out the casual manner in 
which an important communication from Bec:btels which clearly 
mentioned the design capacity of Haldia.Barauni.Pipeline as 1.' 
million tonnes per year did not take the then General Manager!Mana-
ging Director of mL take a firm and unequivocal stand on this attri-
tion of the capacity of the pipeline. 

9.17. It is also a matter for concern MW an agreement with Snama 
for Haldia.Barauni·Kanpur project was executed on 31st July, 1963, 
the very day on which sanction of the GOVernment for it waS rece-
ivett. The expetition in dealing with the matter would have been 
commenda~ but for the fact that the agreement suffers from many 
defects, including absence of any provision for penalty for aDY lap-
ses by Snam.Saipem. 

9.18. It is also on record that the amendment effected in July, 1964 
to the oneinal aneement of lulv. 1963 0 1 I.R T .... w;th ~pm'! had in 
all nrobability resulted in fn~rea<;in~ the liability of IOC for civil 
works without any commensurate benefit. 

9.19. It is also on record t'"Utt the Mana~n~ Dirertor was acth,~ 
on his own in h~!'I dealings with Snams as well as Bechtels ;n vital 
Matters concerning the canac;tv of the n;1)e11ne. hvna!'l'l1Yt I!' t·hu!ll the 
authority both of the Board of Directors and Government. The 
Bo~rd of JOC have also ~one I)~ rp('ol"d tn the effed. at th~ mpetillg 
~eld on 3rd FebJ'U8l'Y, 1968, that: "Out of the report and the discus-
SIOns thereon, it emerged tha4: the Board had been bypassed in the 
Matter. The Board was very emphatic that the matters of sucn 
importance should necessarily be reported to the Board at the earliest 
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possible opportunity. The Board also ,,'anted to place on record 
that in future all such important matters which -entail in itself any 
project of capital nature involving its performance, its capacity, 
design 01" of fiIlancia) implications, should be brought before the 
Board for its notice and appropriate action. The Board's decision in 
the above matter also applies to any significant amendments which 
areal the above nature to any existing contracts or project.'t. 

9.20. The Committee feel that in the interest of ensuring that the 
high officers entrusted with the responsibility of managing public 
undertakings and of carrying out delicate negotiations with foreign 
companies discharge their responsibilities diligently, honestly and in 
the best public interest, the above-mentioned lapses should be inves-
tigated funy without fear and favour and all those found at fault 
awarded deterrent punishment. 

9.21. The Committee find that estimates of the Gauhati-Siliguri 
pipeline have escalated to the extent of 25 per cent during the course 
of three revisions, whereas in the case of Haldia-Barauni-Kanpur 
pipeline, the estimates 'have escalated to the extent of 15 per cent in 
'course of two revisioD.."I. The final estimates of Haldia-Barauni 
pipeline are still to be prepared. Such frequent escalations of esti-

-mates deserve, in the opinion of the Committee, the prior approval 
of the appropriate authority. The Committee, therefore, deprecate 
such unauthorised revision of estimates and commend that appropri-
ate authorities should have heen consulted and their toncurrence 
obtained before going ahead in excess of their estimates. Revision 
of estimates is frequent in a large number of Undertakings. The 

. Committee notice that the present system of control on Public 
Undertakings envisages n three tier system of financial control viz., 
(0) control of the Board of Directors: (b) Control of the Govern-
ment; and (c) control of Padiament. As regards (a), .the Com-
mittee find that the Public Undertakings can spend up to 10 per cent 
of the sanctioned amount\estimates without tbe approval of the 
Government. In regard to (b) for expenditur.e beyond sanctioned 
anlount ('xceeding 10 per cent, the Government approval' becomes 
unavoidable. As regards (c). the Parliament approval has to be 
taken on the entire scheme followed by approval of the Bud~et 
every year. The Committee strongly recommend that all public 
Undertakings in future should obey the prescribed principles of 
financial control at the stages indicated at (a), (b) and (c) above. 
The Committee further recommend that all cases of Project esti-
mateslRevised estimates should be given effect to only after Parlia-
ment bas approved of the total capital expenditure on the entire 
Projed or tlte revision of the project. as the case may be. The 
Demand for grants of concerned Ministries should make specific 
provisions rt'.garding the capital outlay to be made for the entire 
period of construction of the Project initially and annual approval 
of the Parliament should be taken of the amount sanctioned by 
l'arliament on principle at the project stage. 
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9.22. Another matter, which has greatly exercised the mind of 
the Committee, is lack of record of negotiations carried out by the 
Managing Director of the Indian Refineries Ltd. with t,he foreign 
companies leading to the .conclusion of the agreement. The Com-
mittee have urged that Government should issue standing instruc-
tions in consultation with Ministry of Finance and the Comptroller 
and Auditor-General of India about the manner in which the con-
temporaneous record of such negotiations should be kept for future 
reference and use of the Board of ManagementlGovernment to 
enable them to appreciate nuances of the various clauses of an agree-
m:nt and satisfy themselves that maximum advantage has been 
secured for the public undertaking and every care has been exercised 
to safeguard the public interest. 

9.23. Yet another aspect which has greatly worried the Com-
mittee is the abject abdiction of the right by the Management to 
oversee the design with particular reference to such vital matters as 
capacity and alignment to foreign companies. This dependence of 
the advice of foreign companies went to the extent of rejecting out 
of hand the expert advice of Indian engineers with the result that 
costly blunders were committed. 

9.24. The Committee are distressed to find, after a careful exami-
nation of all the papers and other evidence on record that there have 
been serious lapses and dereliction of duty by the then -Officers of 
IRL and the Ministry in the discharge of their respOllsibi~ities in 
executing the Pipeline Project. The Committee have pointed out 
several instances where the Managing Director exceeded the 
authority available to him; they have noted with regret that the 
Board of Management and the Ministry were not vigilant enough 
to check firmly and in time this excessive use of authority by him. 

9.25. The Committee also feel compelled to record their feeling 
that instead of holding the Officers responsible for their lapses, there 
appears to have been a persistent effort to slur over their dereliction 
of duty and not to fix the repsonsibility though copious facts to 
substantiate such lapses have come on record. The . Committee 
would, therefore, like Government to take immediate steps to bring 
to book the guilty officers on the basis of evidence that is already 
available. The least that could be done is to proceed department-
ally without delay against the Officers concerned under the relevant 
Govt. Servants Conduct Rules. The Committee feel that Govern-
ment, in the larger interests of the public sector, should not allow 
a feeling to go round that officers could commit such grave lapses 
and indulge in dereliction of duty with impunity and go unpunished. 

NEW DELHI; M. B. RAMA, 
APril 29, 1970 Chairman 

Vaisakha 9, 1892 (S) COmmittee on Public Undertak:ngs. 



APPENDIX I 

(V ide Para 3.25) 

NtIiJneI of the paTties who were keen to get the pipeline Contract 
together with. short note on the capacity of each. one of them, 
their experience, etc. 

Following firms had expressed interest in tendering for execution 
of HBK Pipeline Project. 

(i) W Iliam Bros. 
(ii) B~chtd Co: po:'at:on }U.S.A. 

(iii) En (.posc 
(iv) Societies' Parisiene 

(v, Motherwell . 
(VI) COlutn. John Brown }U.K. 
(\'ii) SN\M 
(viii) AI nncSD\nnn } Italy 

We~t Germany 

The information regarding the capacity and experience of these 
firms is given below:-

(1) William Brothers, USA. 

Mis. William Brothers are one of the reputed pipeiine construc-
tion companies of USA having their home office at Tulsa, Okala-
homa. They have got many overseas offices. They have construct-
ed pipelines in Oman, Li:bya and other parts of the world. 

(ii) Bechtel Corporation 

They have world-wide experience of planning, engineering ,md 
constructing petroleum refineries, preparing feasibility studies. de-
signing ltt construction of cros-oountry pipelines. They undertake 
construction, supervision and engineering management of large scale 
projects. 
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(iii) Entrepose-France. 

It is a French Company of repute, particularly enjitaged in the 
construction of petroleum pipelines, Gas Feeders, cable conduits, coal 
slurry transportation, aerial pipeline bridges, submerged river cros-
sings, undersea pipelines, etc. 

(iv) Societie's Pamienne 

It is a subsidiary of the well-known company, Societie Francaise 
Des Petroles BP of France which are known as refiners, transporters 
and dealers in mineral oils of all kinds, with sales in France and its 
colonies and protectorates. 

(v) Motherwell-U.K. 

This company is mainly engaged in petroleum field in the Middle 
East. It undertakes construction of storage. tanks, pressure vessels 
and Pipelines, etc. They have constructed 40" crude pipeline in 
Saudi Arabia, 16" line in Nigeria and at various other places. 

(vi) Construction John Brown-U.K. 

This is one of the leading pipeline firms of Britain. It undertakes 
complete designing, engineering consultancy, pipe laying welding 
supervision, etc. It has completed over 6400 KMs of pipelines the 
world over. 

(vii) E.N.I.-Italy 

E.N.I. is a national undertaking of the Government of Italy. One 
of its subsidiaries Snam undertakes pipeline design and construtcion 
work. It is one of the highly rated pipeline design and construction 
firms in the international market. It undertakes execution of all 
kinds of petroleum pipelines, Refineries, Petro-chemicals plants, .)i1 
driUing and thermo-electric power plants, etc. It has constructed 
Italian Gas Pipeline Net work, Oil Pipeline from Genoa to Lacchirel-
la, etc. in Italy, Argentina, Brazil, Pakistan, Iran, Iraq and UAR. It 
also collaborated with Mannesmann of Germany in the construction 
of OIL's pipeline from Nahorkatiya to Barauni. 

(viii) Mannesmann-West Germany. 

It is one of the reputed construction firms of Germany having 
done work in many parts of the world. It undertakes complete work 
of designing, supplying and laying of pipelines, storage tanks tanker 
terminals, compressors and Gas Engines, etc. It has constructed Oil 
India's 14" crude pipeline. from Naharkatiya to Barauni in collabo-
ration with Snam of Italy. 



APPENDIX II 

(V ide para 3.43) 

Note of Dissent from Shri Arun Roy Chaudhary, DirectOlr 

The question of examining internal administrative lapses in the 
matter of occurrence of shortfall in the pumping capacity of Haldia-
Barauni Pipeline Section in the Haldia-Barauni-Kanpur Pipeline sys-
tem and increasing the pumping capacity at least to two million ton-
nes per year was entrusted to a SUb-Committee of Directors in the 
IOC Board's Resolutions dated 27th Nevember, 1968 against Agenda 
Items No. P/33 and P/45 respectively. The report of the sub-Com-
mittee was considered briefly on 26th March, 1969 at Barauni. 

In the findings of the sub-Committee of S/Shri N. N. Kashy"p 
(Chairman), Majer General Sardanand Singh (Managing Director, 
Refineries and Pipelines), M. V. Rajwade (Joint Secretary, Ministry 
of Petro-Chemicals) and R. S. Gupta (Joint Secretary, Ministry of 
Finance), it was inter alia mentioned that important records were 
missing and due care appeared not te have been taken in scrutinis-
ing, editing and assembling the contractual documents and that the 
papers indicating the stages of processing the contract documents by 
the various levels of management were not available. At this stage, 
s suggestion was made by S/Shri K. L. N. Prasad, Petachi and my-
self that the matter be referred to CBI for inquiry. The Board, how-
ever, agreed to the Chairman's suggestion that the Manager Director 
(Refineries) may leok into the matter further and report his findings 
t'O the Board within a month. 

On 7th May. 1969 at the Board meeting held in Delhi, while cen-
firming the minutes of the meeting held on 26th March, 1969 when 
it was pointed 'Out by me that the relevant minutes en the I'lhortfall 
in the pumping capacity was not drawn up correctly and the detail-
ed discussion on the report of the sub-committee was yet to be held, 
it was decided tQ discuss the item afresh. At the 46th meeting of 
the Board held on 4th June, 1969 the item was decided to be post-
poned for consideration in the next Board meeting. Eventually, on 
2nd July. 1969 the item was taken up for discussion under Agenda 
Item No. P/23 when all the Directors were present. 

Two aspects of the matter, viz., pumping capacity and loss of 
papers were discussed at length. During the discussion on pumping 
capacity, I felt it necessary to trace the background of a very com-
plicated subject and quC'ted the relevant minute, under Agenda Item 

n2 
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No. P/45 of. the Board meeting held on 3rd February, 1968 at Hyder-
abad. 

For the purposes of record and reference it is reproduced below: 

" ...... A very lengthy discussion took place on the sub-Com-
mittee's report. The report was supplemented by the ver-
bal information provided to the Board by Chairman Shri 
M. V. Rajwade and Shri S. K. Guha. The Chairman point-
ed out that irrespective of our claim on Mis. Snam Ltd., 
the pumping capacity of the pipeline has to be brought to 
2 million tonnes at the earliest possible opportunity. He 
also stated that Mis. Snam did not accept the liability for 
this work. The Board decided that the case may continue 
to be studied in all its aspects and suitable action taken 
for bringing the capacity to 2 million tonnes; the cost of 
which may be tried to be recovered from Mis. Snam to 
the extent possible depending on our case and circum-
stances." 

While discussing this item on 2nd July, 1969, Chairman's atten-
tion was drawn to his own observations as recorded above, that the 
Board stood committed to raise the pumping capacity to at least 2, 
million tonnes at the earliest possible opportunity. It was also point-
ed out that the recovery of the sum of Rs. 14,62,000 and $ 1,75,000 
from Mis. Snam having been effected already to meet the estimated 
cost of raising the capaicty to 2 million tonnes, there is no reason 
why an accepted Board decision should be held over. 

The view expressed by MD (R&P) which was supported by the 
Chairman that with the Haldia Refinery coming up by 1972, the 
necessity of having a 3 MIT crude pumping capacity in the Haldia-
Barauni Pipeline section as originally envisaged needed a fresh re-
view is not acceptable to me for the following reasons:-

(a) the Emergency concept and strategic reasons which guid-
ed the Government of India's decision, as conveyed by 
Shri P. R. Nayak, the then Managing Director of the erst-
while Indian Refineries Limited to the Board of Directors 
of IRL at the meeting held on 28th January, 1963 will be 
seriously compromised and may become a security risk 
involving defence services, vital public utilities important 
industrial projects and general consumers. In the ~v.~nt 
of non-availability of crude oil from Assam oil fields, the 
Barauni Refinery may have to be closed down unless .m-
interrupted supply of imported crude through the Hal:lb-
Barauni Pipeline is ensured. 
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(b) the question of augmenting the existing shortfall is sUp-
posed to be under examination by a committee as report-
ed by the Managing Director (R&P) in paragraph 8 of the 
Agenda Item No. Pj62 discussed in the IOC Board meeti'lg 
held on 24th August, 1968. The Board1s directive of 3rd 
February, 1963 on pumping capacity is quite clear. Gov-
ernment's view in this matter, as communicated by Chair-
man on 3rd February, 1968 is equally clear. This featur-
ed repeatedly in "action taken notes" of the Agenda 
papers. For ready reference it is reproduced below: 

Item No. P/45 of 3rd February, 1968. 
SUBJECT: Pumping capacity of Haldia-Barauni Pipelines 

and payment of outstanding claims of Snam. 

Decision taken by the Board: (i) In regard to the capacity 
to be raised from 2 to 3 million tonnes a view was ex-
pressed that the Government had already desired the 
capacity to be 3 million tonnes and as such action for it 
lay with the Corporation. The Board, therefore, direct-
ed that the matter may be considered by the Pipeline 
Division and a note submitted to the Board as .eaTly as 
possible. 

The course of action suggested by MD(R&:P) viz., a fresh feasi-
bility study is totally unacceptable to me. Reference of this subject 
to a so-called study group sometime in May 1968 was quite outside 
the terms of reference before the Sub-Committee of Directors in-
quiring into the question of shortfall. To the best of my knowledge 
this study group probably met only once, about a year ago. Even 
before the fruits of their exercise is made available to the Board, 
creation of yet another study group with a fresh deadline as envi-
saged on 2nd July, 1969 cannot be rationally explained. I do not 
wish to be a party to what appears to be a game of scuttle involving 
tlational security and a defence-oriented project. 

So far as internal administrative lapses in the matter of shortfall 
\n the pumping capacity is concerned, I beg to difter with the con-
sensus of the Board that "no useful purpose will be served in pursu-
ing the matter further". The argument advanced by MD(R&P) in 
the relevant agenda note that "the processing of Haldia-Barauni-
Kanpur pipeline project was done on a war footing" and "the finali-
sation of contractual documents was mostly done through discus-
lionslnegotiations across the table" is not acceptable to me. 

Subsequent to the Board meeting held on 2nd July, 1969, I have 
come across a document titled "internal Audit Report on Snam's 
U-B-K contract" by L. S. Subramaniam, Internal AuditOtlicer in 
the Pipelines Section. Should this be a genuine document-and I see 
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no apparent reason to doubt its authenticity-the issue of pumping 
capacity, the induction of Snam's and Bechtels and views expressed 
by the Government from time to time on the H-B-K line capacity 
would emerge in a clearer perspective. This document refers to the 
existence of several flieS, particularly ~der the heading S-ll Con-
struction-Volumes 1 to 5 which form the basis of the internal audit 
report. 

In paragraph 10 of this report, what appears to be the Union 
Cabinet decision on pipeline capacity, has been reproduced and this 
mentions 3 million tonnes per annum crude. pumping capacity to feed 
the Barauni refinery "should this at any time be found necessary 
or to move products". 

I deeply regret to have to record in this note of dissent a serious 
ommission in the Agenda note of Item PI20 discussed on 2nd July, 
1969. In para 3 of this note the Government of India's decision on 
pumping capacity has been quoted. Sub-paragraph (c) of this note, 
t find, is silent on the 3 million tonnes capacity while the audit re-
port has recorded it clearly. MD (R&P) may throw further light on 
this phenomenon. 

During the Board meeting, on 2nd July, 1969, I had drawn the 
attention of the Chainnan and the Board to the intimate link bet-
ween the issue of shortfall in pumping capacity and the lunendment 
of the main contract on H-B-K- Pipeline in July 1964. The Board, 
after an exhaustive discussion on this subject on 3rd February, 1965 
had recorded the following minutes. 

"Reference Item No. Imp116. The Chainnan presented his re-
port vide Item No. IMPI77 relating to amendment of main 
contract with Saipem in July 1964-HBK Pipeline. Out of 
the report and the discussions thereon, it emerged that 
the Board had been bypassed in the matter. The Board 
was very emphatic that the matter of such importance 
should necessarily be reported to the Board at the earliest 
possible opportunity. The Board also wanted to place on 
record that in future all such important matters which 
entail in itself any project of capital nature involving its 
performance, its capacity, design or of financial implica-
tions should be brought before the Board for its notice 
and appropriate action. The Board's decision in the above 
matter also applies to any significant amendments which 
are of the above nature to any existing contracts or pro-
jects." 

The Internal Audit Report throws further light on the subject 
and records the effect of the Amendment of main contract. It also 
makes an important observation in the concluding part of the report 
that "sanction of the Government does not appear to exist for the 
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(b) the question of augmenting the existing shortfall is sUp-

posed to be under examination by a committee as report-
ed by the Managing Director (R&P) in paragraph 8 of the 
Agenda Item No. P/62 discussed in the IOC Board meetil'\g 
held on 24th August, 1968. The Board's directive of 3rd 
February, 1963 on pumping capacity is quite clear. Gov-
ernment's view in this matter, as communicated by Chair-
man on 3rd February, 1968 is equally clear. This featur-
ed repeatedly in "action taken notes" of the Agenda 
papers. For ready reference it is reproduced below: 

Item No. P/45 of 3rd February, 1968. 
SUBJECT: Pumping capacity of Haldia-Barauni Pipelines 

and payment of outstanding claims of Snam. 

Decision taken by the Board: (i) In regard to the capacity 
to be raised from 2 to 3 million tonnes a view was ex-
pressed that the Government had already desired the 
capacity to be 3 million tonnes and as such action for it 
lay with the Corporation. The Board, therefore, direct-
ed that the matter may be considered by the Pipeline 
Division and a note submitted to the Board as .early IJB 
possible. 

The course of action suggested by MD (R&P) viz. , a fresh feasi-
bility study is totally unacceptable to me. Reference of this subject 
to a so-called study group sometime in May 1968 was quite outside 
the terms of reference before the Sub-Committee of Directors in-
quiring into the question of shortfall. To the best of my knowledge 
this study group probably met only once, about a year ago. Even 
before the fruits of their exercise is made available to the Board, 
creation of yet another study group with a fresh deadline as envi-
saged on 2nd July, 1969 cannot be rationally explained. I do not 
wish to be a party to what appears to be a game of scuttle involving 
national security and a defence-oriented project. 

So far as internal administrative lapses in the matter of shortfall 
in the pumping capacity is concerned, I beg to differ with the con-
sensus of the Board that "no useful purpose will be served in pursu-
ing the matter further". The argument advanced by MD(R&P) in 
the relevant agenda note that "the processing of Haldia-Barauni-
Kanpur pipeline project was done on a war footing" and "the finali-
sation of contractual documents was mostly done through discus-
lionslnegotiatioDS across the table" is not acceptable to me. 

Subsequent to the Board meeting held on 2nd July. 1969, I have 
come across a document titled "internal Audit Report on Snam's 
H-B-K contract" by L. S. Subramamam, Internal AuditOfticer in 
the Pipelines Section. Should this be a genuine document-and I see 



lIS 
no apparent reason to doubt its authenticity-the issue of pumping 
capacity, the induction of Snam's and Bechtels and views expressed 
by the Government from time to time on the H-B-K line capacity 
would emerge in a clearer perspective. This document refers to the 
existence of several. files, particularly ~der the heading S-II Con-
struction-Volumes 1 to 5 which form the basis of the internal audit 
report. 

In paragraph 10 of this report, what appears to be the Union 
Cabinet decision on pipeline capacity, has been reproduced and this 
mentions 3 million tonnes per annum crude pumping capacity to feed 
the Barauni refinery "should this at any time be found necessary 
or to move products". 

I deeply regret to have to record in this note of dissent a serious 
ommission in the Agenda note of Item PI20 discussed on 2nd July, 
1969. In para 3 of this note the Government of India's decision on 
pumping capacity has been quoted. Sub-paragraph (c) of this note, 
I find, is silent on the 3 million tonnes capacity while the audit re-
port has recorded it clearly. MD (R&P) may throw further light on 
this phenomenon. 

During the Board meeting, on 2nd July, 1969, I had drawn the 
attention of the Chairman and the Board to the intimate link bet-
ween the issue of shortfall in pumping capacity and the ~endment 
of the main contract on H-B-K- Pipeline in July 1964. The Board, 
after an exhaustive discussion on this subject on 3rd February, 1965 
had recorded the following minutes. 

"Reference Item No. Imp116. The Chairman presented his re-
port vide Item No. IMPI77 relating to amendment of main 
contract with Saipem in July 1964-HBK Pipeline. Out of 
the report and the discussions thereon, it emerged that 
the Board had been bypassed in the matter. The Board 
was very emphatic that the matter of such importance 
should necessarily be reported to the Board at the earliest 
possible opportunity. The Board also wanted to place on 
record that in future all such important matters which 
entail in itself any project of capital nature involving its 
performance, its capacity, design or of financial implica-
tions should be brought before the Board for its notice 
and appropriate action. The Board's decision in the above 
matter also applies to any significant amendments which 
are of the above nature to any existing contracts or pro-
jects." 

The Internal Audit Report throws further light on the subject 
and records the effect of the Amendment of main contract. It also 
makes an important observation in the concluding part of the report 
that "sanction of the Government does Dot appear to exist for the 
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(a) The emerg~ncy concept and stra-
tegic leasons which guided the 
Govt. of India's decision, as con-
veyed by Sri P.R.. Nayak, the then 
MD. IRL to the Board of Direc-
tors of IRL at the meeting held 
on 8-1-63 will be seriously com-
promised and may become a secu-
rity risk involving Defence 
services etc. 

The Sub-Committee of the Di-
rectors which met on 13-5-68 
in pursuance of the Board's 
resolution on Item P/4S of 

3-2-68 had cOQsidered this 
question in all details and the 
views expressed by them were 
as under: 

"On examining the above docu-
ments the Sub-Committee 
noted that it has all along been 
the intention that Haldia-
Barauni Pipeline should have 
a capacity of 2 M. T. per year 
initially which should be capa-
ble of expansion of 3 MT. 
eventually when the expansion 
of the Baraoni Refinery was 
completed. This position was 
fully known to the Govt. of 
India in the Ministeries of 
Mines & Fuel as well as 
Finance. This fact was also 
within the knowledge of the 
Board when at its meeting 
held on 15-3-63 it decided, 
inter-alia, that the capacity of 
the Halida-Barauni section 
should be upto 3 M.T. when 
required and felt that this 
requirement was mainly to 
cater for any possible emer-
gency. Therefore in the views 
of the Suh-Committee, the 
decision to have an initial 
cap~city of 2 M.T. was a 
calculatea and derberate ac-
tion an ~ was within the know-
ledge of the Govt. of India 
and the Board." 

In Vle-W of what has been stated 
abovl': and the Boa"d's decision 
thpt the C?P"c"ty of the p:pe-
line will u1t;m~""'Y have to be 
raised to 3 M T" in due 
course, it will be clear that 
nothing is sought to be corn-
promised. 
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(b) The question of augmenting the 
existing shortfall is supposed to 
be under examination by a Com-
mittee as reported by the MD 
(R&P) in para 8 of the Agenda 
Item No. P/62. discussed in the 
IOC Board meeting held on 
24-8-68. The Boards' decision 
of 3-2-08 on pumping capacity is 
quite clear. Govt's view in this 
matter as communicated by Chair-
man or:. 3-2-68 is equally clear. 
The course of action sug-
gested by MD(R&P) viz. a fresh 
feasibility study is totally un-
acceptable to me. Reference of 
this subject to a so-called study 
group sometime in May, 1968 was 
quite outside the terms of refer-
ence before the Sub-Committee of 
Directors inquiring into the ques-
tion of shortfall. To the best of 
my knowledge this study group 
probably met only once about a 
year ago. Even before the fruit 
of their experience is made 
available to the Board, creation 
of yet another study group with 
a fresh dealing cannot be 
rationally explained. 

2 

AtJits meeting held on 3-2-68 
the Board had, inter-alia, di-
rected that the Pipelines Divn. 
should consider the question of 
raising the capacity from 2 
MT to 3 MT and submit a 
note on the subject to the 
Board as early as possible. 
The cost estimates were 
prepared by the Pipeline En-
gineers and placed before the 

Sub-Committee of the Board 
on 13-5-68. The Sub-
Committee noted that "the 
cost estimate made by the 
Pipeline Engineers to make up 
the deficiency for achieving a 
throughout of 2 MT per year 
would be of the order ofRs. 43 
lakhs of which about Rs. 30 
lakhs would be in foreign ex-
change. This estimate is based 
on providing a new pump 
station of 300HP, a stand-by 
pump at each of the three 
existing stations and the pro-
posed new station and about 
20% increase in the pumping 
capacity by carrying out certain 
modifications in the pumping 
stations". Also that "a further 
expenditure of about Rs. 2 
Crores will be necessary if the 
throughput of the pipeline is 
to be stepped upto 3 MT per 
annum". With these estima-
ted expenditures, the Sub-
Committee conside~ed the 
question whether it was 
necessary to make up the df':fi-
ciency in tJ.,~ ~x;s'ing through-
put to 3 MT p~~ y~ar and 
from 2 M T to 3 M T per year 
and desired that a detailed 
assessme.nt of the va~ious ftlt-
peets be made by a study 
group. That such an assess-
ment, particulal'ly in the 
changed cont-ext' now, is 
absoll!t~ly necessa7 befoTI'! 
deciding upon invp.st'ing fa'r Jy 
large amounts (part of which 
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(iii) So far as internal administrative 
J:.Ipses in the matter of shortfall in the 
pumping capacity is concerned, I 
beg to differ with the consensus of 
the Boal d that "no useful purpose will 
be served in pursuing the matter 
further." The argument advanced by 
MD (R&P) in the relevant agenda 
note that "the processing of Haldia-
Barauni-Kanpur Pipeline Project 
was done on a war footing" and 
"the finalisation of contractual 
documents was mostly done thro' 
discussions/negotiations across the 
table" is not acceptable to me. 

(iv) In the Internal Audit Report of the 
lAO, Pipelines, the existence of several 
files particularly under the heading 
S-I1 Construction Vol. I to 5 has been 
mentioned. 

(v) In para 10 of the Internal Audit, 
Report, what appears to be the Union 
Cabinet decision on pipeline capacitY 
has been reproduced and this men-
tions 3 MT per annwn crude pump-
ing capacity to feed. the Barauni 
Refinery "should this at any time be 

2 

in foreign exchange) for aug-
menting the existing capacity 
is stating an obvious and 
prudent course of action. 

It is true that the study group 
has met only once so far. 
It decided to collect requisite 
statistical information from 
various sources including De-
fence for its examination. 
The collection and compila-
tion of information has taken 
quite a lot of time and certain 

particulars arC still under col-
Iection. Unless all the material 
required for corning to fil"m 
conclu'lions is available it will 
not be useful to have further 
meetings. However, vigo-
rou'! efforts are being made 
to have the examination of 
the matter expedited. 

The conclusion that "no useful 
purpose will be served in pur-
suing the matter further" has 
been arri ved at after carefully 
considering in detail all the 
circumstances which one is in 
a position at this point of time 
to visualise intelligently. Not 
only the files referred to in 
the Internal Audit Officer's 
report but sCOres of other 
available files have already 
been looked into. No effort 
has been spar,~d in the matter 
of locating and examining of 
relevant papers. 

In the report of the sub-Commit-
tee (constituted by the Board 
at its meeting held on 27-II-1m - Agenda Item 

P133) submitted to the Board 
at Its meeting held on 3-2-68 
(Agenda Item No. P/4S) it 
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found necessary or to move products." 
I deeply regret to have to record in 
this note of dissent a serious omission 
in the Agenda note against Item P/20 
discussed on 2-7-69. In page 3 of 
this note the Govt. of India's decision 
on pumping capacity has been quoted. 
Sub-para (c) of this note, I find is 
silent on the 3 MT capacity while the 
audit report has recorded it clearly. 
MD(R&P) may throw further light on 
this phenomenon. 

(vi) During the Board's meeting on 
2-7-69 I had drawn the attention of 
the Chairman and the Board to inti-
mate link between the issue of !>hortfall 
in pumping capacity and the amend-

2 

was recorded in the very second 
para of Annexure I Part I 
that on the 28th Jan. '63, the 
Board of the IRL was informed 
that on a reappraisal of the 
oil position on account of 
"Emergency" Government 
have decided that Barauni 
Refinery should be expanded 
to a capacity of 3 MT per year 
and that an oil pipeline from 
Ha1dia/Calcutta to Barauni 
should be constructed for 
transport of crude oil to that 
Refinery. What the Internal 
Audit had reproduced is noth-
ing but what has been men-
tioned by MD, IRL, in his 
note submitted for the Board 
meeting held on 28-1-63 the 
details of which will be found 
recorded in the Sub-Commit-
tee's report submitted to the 
Board on 3-2-68 (Agenda 
P/4S) mentioned above. 

While the agenda item P/4S 
of 3-2-68 dealt with in detail 
the Sub-Committees report, 
the agenda item P/20 discussed 
on 2-7-69 dealt with only the 
internal administrative lapses. 
In this agenda item reference 
has also been draW1\ to the 
Sub-Committee's report sub-
mitted to the Board vide 
agenda item P/4S of 3-2-68 
mentioned above. 

It will thus be seen that the sug-
gestion that facts as they are 
available, have not l::een placed 
before the Board from time to 
time is unwarranted and re-
grettable. 

It is true that the Internal Audit 
Report records the effect of 
th~ amendment to the main 
contract This is nothing but 
factual information given in 

-------- --------~------ -------- ----
1155 [Aii] LS-J 
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mcnt of the main c"ntract on HBK 
Pipeline in July, 1964 The Internal 
Audit Report throws further light on 
the subject and records the effect of 
the amendment of the main c('lntract 

(vii) Internal Audit Rcport makes an 
important observation in the conclud-
ing part of thc report that "Sanction 
of the Govt. of India does not appear 
to exist for the execution of the HBK 
Project at a cost of approx. Rs. 26· 42 
crores. Sanction only exists for {n-
trusting the work to Snam-SaipeOl at 
a cost ofRs. II '33 crores". 

the report in chronological 
sequences. The Board has al-
ready discussed matters relat-
ing to amendment of the main 
contract at its meeting held 
on 3-2-1968 (Agenda item 
pi 45 rders). 

The execution of the Project had 
been the subject matter of 
number of discussions between 
IRL and Govt. and the final 
outcome was recorded in the 
letter dated 6-7-63 addressed to 
the Secretary to the Govt. of 
India, Min. of Mines & Fuel 
by the MD, IRL. In this 
letter Govt's approval was 
sought for the following : 

(i) IRL entering into a con-
tract with Snam in the total 
value of Rs. 13>43,79,(XH 
with a foreign exchange 
component ofRs. 6,21,54,973 
to be financed from ENI 
credit. 5% of the foreign 
exchange component is to 
be paid on the sillning of 
the contract. 

(ii) The estimated project 
cost of Rs. 26'42 crores. 

On 24th July, 1963, IRL 
intimated the Govt. that 
further reductions to the 
tune of Rs. 2,10>44,109 in 
the contract amount with 
Snam had been secured. 

On 31st July '63 the Govt. of 
India, Min. of Mines & Fuel 
conveyed the approval of the 
President to the IRL entering 
into a contract with Snam-
Sa!pern for Rs. II,33,~4,892. 
It IS true that the Govt. letter 
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(viii) After careful consideration I feel 
obliged to reiterate my submission that: 

(i) the whole issue of shortfall in the 
HBK Pipeline capacity, including 
the question of missing records be 
referred to the Central Bureau of 
Investigation of the Govt. of India 
without further delay. 

(ii) effective steps be taken forth with to 
augment the pumping capacity to 3 
MY as originally envisaged by the 
Govt. of India. 

2 

did not specifically mention 
approval to the total Pf'(\ject 
cost. This may, at best be 
deemed to be a clerical omis-
sion and is of little conscqucn-
ce, considering that she exe-
cution of the Project at various 
stages has been reported to 
the Govt. and their approvals 
to the capital cost budgets 
had been taken year after 
year. 

All matters connected with short 
fall in the design capacity and 
the non-availability of the re
cords etc. have already been 
gone into in detail. The 
examination has been quite 
thorough and adequate and it 
is difficult to appreciate the 
nature and prupose of further 
probe and that too by the Cen-
tral Bureau of Investigations. 

As already explained it will be 
prudent to embark on any such 
project after getting competent 
technical assessment of the 
various aspects of the matter. 
Further action in this regard 
will be initiated immediately 
after the report of the study 
group is availahle. 

Before concluding, I would like to bring to the notice of the 
Soard a rather unusual feature connected with the Internal Audit 
lteport, a copy of which has been appended by Shri Roy Choudhary 
to his Note of Dissent. It is understood that only this particular In-
ternal Audit Report given by the Internal Audit Officer on 1st 
August 1967 to the then Director-in-Charge (Pipelines Division) was 
cyclostyled under the orders of the latter and about 40 copies made. 
These were kept in the personal custody of the then Private Secre-
tary to the Director-in-Charge and the disposal of these copies is 



114 

not known. No cycl08tyled copy is available at present in the Pipe-
lines office. This phenomenon appears to be extraordinary particu-
larly when action, if any, OIl the report was required to be taken in 
the Pipelines oIftce by not more than one or two officers. In fact, 
there is no evidence to show ta office files that the Director-in-Charge 
even marked any pointlobserwtion in the Internal Audit Report to 
any of his offtcers. 

NEW Dam; 
28th Aug"', 1969. 

SId SARDA NAND SINGH, 
Managing Director (R&P). 



APPENDIX IV 

(Vide para 3.43) 

Report of the Internal Audit Officer 

Haldia-Barauni-Kanpur Pipeline Contracts 

1. Contract for Establishment of Petroleum Projects in India 

On 29th August 1961 an agreement was entered into between 
Government of Indi~ and E.N.!. (Ente Nazionale Idrocarburi) ot 
Italy for the establishment of Petroleum Projects. 

2. Barauni-Delhi & Barauni-Calcutta Products Pipeline 

In their letter dated 17th October 1961, the Ministry of Steel 
Mines and Fuel intimated the Managing Director of the India Re-
fineries Ltd. that the project work pertaining to Barauni-Delhi and 
Barauni-Calcutta Products Pipeline will be looked after by the 
Indian Refineries Limited. 

On 6th November, 1961 in a meeting held between Dr. C. 
Gaspirini of E.N.I. and I.R.'s representative, the total prospective 
movements through the Barauni-Calcutta pipelines and off takes at 
various points between Calcutta and Asansol and beyond Kanpur 
were discussed. I.R.L. was then asked whether any definite view 
on the desirability of this pipeline can be expressed by them. The 
Managing Director in his letter dated 15th December 1961, informed 
Dr. C. Gaspirini that Snam Progetti will go into this matter in detail 
and present data and proposals on the basis of which the economic 
justification of the Calcutta-Barauni pipeline can be viewed and 
appropriate decision taken. 

3. Snam Progetti's Offer for Designing 

On 26th September, 1961 Snam Progetti submitted their offer for 
the Project Report and the tender documents for the Oil Product 
transmission scheme in India. It was indicated in their letter that 
the project report will cover the following oil product transmission 
pipelines: 

(1) Barauni-Delhi 
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(2) Barauni-Asansol-Calcutta-Budge-Budge (with the possi-
bility also of the pipeline terminating at the proposed new 
subsidiary port at Haldia south of Calcutta). 

The major aspects to be covered in the Project Report were 
indicated as under: 

(1) Route plotted on 1"-4 miles survey of India maps for 
each of the two proposed pipelines; 

(ii) Exposition of special engineering features in respect of 
any portion involving major river crossings or other diffi-
cult terrain; 

(iii) Examination and recheck of the year to year e~ted 
consumption demand for each of the products at each of 
the offtake points that are proposed, together with the 
assessment of stqrage capacity for the efficient operation 
of the pipeline at each such offtake points; 

(iv) Detailed examination of the economies determilling the 
size of the pipelines &: the initial Dumber of pumping 
stations recommended including the number of pumping 
stations that will have latter to be added to increase the 
throughput of the pipelines to the maximum potential of 
the particular size of the pipe that is recommended: 

(v) General flow sheet required in connection with size and 
suitable location of the pumping stations; 

(vi) Indication of the power requirement at each of the pump-
ing stations; 

(vii) Itemised breakdown of various engineering :ind construc-
tion materials that will be required for the eprojf>Cts; 

(viii) Detailed estimates of likely cost of the project covering 
in particular the main item as the line pipe; 

(ix) Breakdown of the detailed cost estimates into rupees 
c~ts and foreign exchange costs; 

(x) Detailed analysis of the estimated annual eost of opera-
tion in the initial stage and a subsequent stage including 
interest charge and depreciation; 

(xi) Detailed analysis of the estimated operating cost of trans-
portation per ton I mile between the offtake points 
recommended; 
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(xii) As assessment in broad terms of the total wagon move-
ment that will be obviated on account of the projected 
pipelines being laid to enable an estimate being made of 
investment cost on such alternative likely to be thus 
saved; 

(xiii) An assessment of the requirement of technical personnel 
indicating minimum qualification and experience that will 
be required for the operation of the pipeline on their 
completion. 

The remuneration demanded by Snam Progetti for the services 
was Italian Lire 40500.000 of which 21,000.000 to be paid in India in 
the equivalent amount of Rupees. 

4. Acceptance of Snam Progetti's Offer for Project .Report 

The offer of Snam Progetti for the preparation of detailed Project 
Report etc., indicated above was accepted by the Govt. of India, 
Ministry of Steel, Mines and Fuel in their letter No. 24(5)61-0il(PL) 
dated 12-10-1961. 

5. Executive Project Report 

On 20th November, 1961 an offer for the Executive Project Report 
i.e. report containing detailed technical specifications, working, 
drawings etc.) of the Pipelines Barauni-Delhi & Barauni Asansol-
Calcutta was submitted by Snam Progetti and the total fee for the 
services was indicated as 512000,000 Italian Lire. Ordinarily, the 
preparation of the Executive Project Report would have been taken 
up only after a decision was taken on the preliminary Project 
Report as to which of the pipelines are actually to be constructed. 
It was, therefore, explained to the Board of Directors in their meet-
ing held on 12-12-1961 by the Managing Director LR.L. that if the 
Executive Project Report is taken up only after a decisi.on is taken 
on the Preliminary Project Report the working season of 19£2-63 
would be lost and it was the intention of the I.RL. to make every 
effort to complete the work by July I August, 1963 and it was there-
fore considered desirable to have the work on the Preliminary 
Project Report and Executive Project Report carried out simul-
taneously. The Board's approval was also sought for advising the 
Government to accept the Snam Progetti's Offer. Tn the circum-
stances explained by the Managing Director I.R.L. the Board approv-
ed of Messrs. Snam Progetti's offer with a proviso that Snam Progetti 
will give a rebate out of the agreed fees if they are asked, with in 
30 days of the receipt of the Preliminary Report that the work on 
the Barauni-Calcutta line be discontinued. 
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6. Approval of the Government for Preparation 0/ Executive Project 
Report by Snam Progetti 

After the approval of the Board was obtained, the full details of 
the case were explained to the Government by the Managing 
Director I.R.L. in his D.O. letter dated 20-12-61 addressed to the 
Deputy Secretary. Ministry of Mines & Fuel inter-alia indicating as 
under the breakdown of the fee asked for by Snam Progetti for the 
'Executive Project' Report. 

Barauni-Delhi 
Barauni-Calcutta . 

(I) Pipelines 

(Rs. in lakhs) 

Foreign Indian Total 
Exchange Rupees 
--~------------------

27'10 

Breakdown figures 

11'90 39'00 

(Rs. in lakhs) 

Foreign Indian 
Exchange Rupees 

10'2 

(2) Pumping Stations & Line Storage Facilities 

(3) Civil Works . 

(4) General Expd. 0'5 

TOTAL 27'10 11'9 

It was also indicated in this D.O. letter that the work will be 
completed within a period of about nine to eleven months from the 
date of acceptance of Snam Progetti's offer and Snam Progetti have 
agreed to give a rebate of 62 million Lire (Rs. 4.7 lakbs) if they are 
intimated wi~hin 30 days of the receipt of the Preliminary Project 
Report, to discontinue work on the Barauni-Calcutta line. The 
approval of the Government of India was also sought. 

Approval of the Government of India for accepting the offer of 
Messrs. Snam Progetti for the preparation of the Executive Project 
Report simultaneously for both the pipelines (viz. Barauni-Delhi 
and Barauni-Calcutta) at a cost not exceeding 512,000,000 Italian 
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Lire was accorded in the Ministry of Steel Mines & Fuel letter No. 
24(5)61-0il (PL) dt. 11115-1-1962. The sanction, inter alia, stipu-
lated that if in May 1962 after a study of the detailed Project Report 
the Barauni-Calcutta line is found by the I.R.L. to be not financially 
justified, Messrs. Snam Progetti should be asked to stop the work 
within 30 days of the preliminary report and that Messrs. Snam 
would give a rebate of 62 mlllion Italian Lire. 

On 16th January 1962 Snam Progetti was informed of the accep-
lated that if in May 1962 after a study of the detailed Project Report 
Report simultaneously for both the pipelines vide IRL letter No. 
5-q247 dated 16-1-1962. 

7. Proposal given in the Project Report 

In the Project Report Snam Progetti suggested two products 
Pipelines, one 8" dia line for the movement of products from Barauni 
to Rudrani (70 miles from Calcutta) and the other for the move-
ment of imported products from Calcutta (Budge-Budge) to Barauni, 
the second line being 8" dia from Budge-Budge to Asansol and 6" 
dia from Asansol to Barauni. In the note circulated by the Manag-
ing Director I.R.L. on the subject as Agenda Item 88 of the meeting 
held on 24th August, 1962, it was recommended that only one 8" dia 
line between Barauni and Calcutta would be adequate for the move.-
ment of the products in both directions. The Board agreed to this 
recommendation. The Board also agre.ed that Messrs. Snam Progetti 
may continue their work on the Barauni-Calcutta section of the 
pipeline. 

On 25th August, 1962 Snam Progetti was informed that only one 
line between Barauni-Calcutta (Budge-Budge) would be adequate 
for the movement of products both ways instead of having two lines 
as suggested in their Project Report and their views In the matter 
were requested. 
8. Modification in the original proposal 

In the note submitted by the Managing Director as Agenda Item 
No. 112 for the meeting of the Board of Directors held on 20-10-1962 
it was explained by him that the studies since made by the Indian 
Institute of Petroleum as regards the Barauni-Delhi line, have shown 
that the pipeline from Barauni westward should terminate at 
Kanpur instead of at Delhi and the ENI who were consulted in the 
matter have agreed with this modification. It was also indicated in 
the note that, as a result of this change, the E.N.!. hav~ stated that 
the Barauni-Calcutta line should be of 10" dia instead of 8" dia and 
the Barauni-Kanpur line should be of 12" dia instead of 10" origina~y 
planned and the Barauni-Calcutta line will be capable to deal W1t~ 
a throughput of about 0.5 million tons per year and the Baraunl-
Kanpur line with a througput of about 1.7 million tons per year. 
The cost of the pipeline as thus revised was estimated as Rs. 25 
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('rores as against the original estimate of Rs. 27 crores. The Board 
~oo~ note ~f this information and authorised the Managing Director 
10 Its meeting held on 20-10-62 to negotiate with E.N.I. for the exe-
cution of the work subject to such further check as may be possible 
about pipe size etc. In the Board's meeting the Managing Director, 
I.R.L. stated that the provisional plans for the execution of the pro. 
lect as discussed with the E.N.I. would be as follows:-

Barauni-Kanpw- Section-Start in Oct. 1963 & Complete in 
June, 1964. 

Calcutta-Barauni Section-Start in Oct. 1963 & Complete in 
April, 1965. 

This time schedule was, however, subject to availability of pipes in 
proper time. 

The Managing Director I.RL. also stated in the meeting that he 
had given further thought to the earlier decision to entrust the 
work pertaining to the construction of the Calcutta-Barauni-Kanpur 
lines to E.N.!. and he is of the view that it will be of advantage if 
the management of construction is carried out by the Bechtel Corpo-
ration who have already been entrusted with similar work on the 
Gauhati-Siliguri line subject to Bechtel agreeing to suitable terms 
of remuneration. The Board agreed to this proposal and authorised 
the Managing Director to negotiate in the matter and to obtain the 
approval of the Government of India. 

9. Project kept in abeyance 

In the meeting of the Board of Directors held on 29-11-62 the 
Managing Director stated that as a result of the emergency Gov-
ernment's intention was that the Barauni-Calcutta and Barauni-
Kanpur pipelines projects may be kept in abeyance for some months 
and in the meantime all preparatory work such as designs, land 
acquisitions etc. may be completed so that in the event it is decided 
later to implement the project further delays are avoided. 

On 20th December 1962, the Managing Director I.R.L. wrote to 
Dr. Gaspirini of E.N.I. requesting for the postponement of the dead-
line for entering into a contract under E.N.I.-Government of India 
from 31-1-63 to 31-1-64 owing to the emergency in India. 
10. ReappTaisal of the Oil Position on account of emergency 

In the note submitted by the Managing Director I.~.L. as A~da 
Item No. 139 for the Board's meeting held on 28-1-63 It was explam-
ed by him that the Government of India Ministry of Mines & Fuel 
on a re-appraisal of the oil position on account of the emergency 
bad taken inter-alia the following decision: 

"An oU pipeline from HaldialCalcutta to Barauni be construct-
ed for transport of crude oil up to 3 million tonnes per 
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annum to feed the Refinery should this at any time be 
found necessary or to move products." 

It was also explained by the Managing Director that this pipeline 
must be of a dual purpose line so as to serve the purpose of product 
movement also if necessary and it will be necesseary to align the 
pipeline through Calcutta to Haldia and the full financial effect of 
the scheme will have to be worked out in detail after discussion 
with E.N.I. which were in progress. 

11. Fees demanded by Snam 

In their letter dated 8th February 1963 addressed to the Indian 
Refineries, Snam Ltd. India Branch indicated that as a result of the 
conversation they had with the I.R.L. it was decided that the new 
terminal of the Baraum-Calcutta pipeline would be at Haldia 
instead of at Calcutta (Budge-Budge) as planned before and this 
being the case a complete new survey of the section Rudrani-Haldia 
was necessary and complete re-elaboration of all the data already 
acquired for the old route would be necesseary and their fees would 
be 62,500,000 Italian Lire. 

12. Details of the Proposed Pipeline System 

In a note submitted by the Managing Director I.R.L. as Agenda 
Item No. 164 for the meeting of the Board of Directors held on 15th 
March, 1963 the following details of the proposed pipeline system 
were given. 

1. The I.R.L. have recommended to the Government that it 
would be expedient from th( point of view of execution 
of work and overall economies, if alongside the Barauni 
Haldia/Calcutta pipeline, the Barauni-Kanpur pipeline is 
also taken up for execution and Government appear to be 
in agreement with this view. 

2. Details of the pipeline system: 

0) Totallength of the pipeline 
eii) Pipe size 
(iii) Annual throughput: 

Haldia-Barauni SectiOn 

723 miles 
12" dia. 

Up to l million tonnes of crude oil when required.. Ordinarily 
about 5,00,066 tonnes of products from Barauni to Calcutta and 
Calcutta to' Barauni and westwards. 
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Barauni-Kanpur Section 

Up to 1.7 million tonnes af products. 

(iv) Estimated cost of the Project 

Barauni-Kanpur tine 

RI.29 OJ crores 

(Rs. in crores) 
------.----

Pipeline and Telecommunication system 

Pumping stations 
Tank Farm 

TOTAL 

(excluding dormant interest) 

11'92 

15'57 

_ .. _._----- .. ------_._----------- ._-------------

Barauni-Haldia Line 

Pipeline (excluding teleconuninication system) 
Pumping stations 
Tank Farm 

TOTAL 

(excluding dormant inter~t) 

(Rs in crores) 

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

3. It was mentioned in the note that it had earlier been 
thought that the construction of this pipeline should be 
done through a negotiated contract with E.N.!. How-
ever in view of the large estimate af cost of the project, 
the Managing Director was of the opinion that competi-
tive tender should be invited from selected finns. In 
informal discussion, Government have agreed with this 
view. 

4. The Government's decision to provide a pipeline from 
Raldia (instead af from Calcutta) to Barauni has neces-
sitated a fresh survey of contours and alignment from 
Rudrani to Raldia. For doing this additional work EN! 
havt? asked for a payment of Rs. 1.98 lakhs in Indian 
Rupees. 
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The Board's approval was sought for the following:-

(a) The estimate of Rs. 29.07 crores for the Calcutta/Haldia-
Barauni-Kanpur Line (Government being addressed to 
sanction the estimate). 

(b) Payment of a sum of Rs. 1.98 lakhs to the E.N.!. or the 
additional work involved on the Rudrani-Haldia line. 

(c) The adoption of the tender procedure outlined in para 4 
of the Managing Director's note. 

The Board was also informed by the Managing Director that the 
construction of a 12" dia line from Haldia to Barauni as against an 
8" dia line for the expected throughput of products will involve an 
increase in outlay of Rs. 6.27 crores and the LR.L. have been given 
to understand that the Government are likely to give a subsidy to 
this extent. 

The Baard accorded its approval for the items brought out in the 
agenda note. In the minutes of the meeting of the Board the follow-
ing was also recorded: 

"On an enquiry from Sri Govindan Nair, Managing Direcl.or 
explained that the increase in the Haldia-Barauni line is 
on account of the large pipe size (l2~' as against 8" for the 
product line) another increased number of pumping sta-
tions (estimated to be 8 or 9) handle 3 million tonnes of 
crude oil per year. Since this requirement is mainly to 
cater for any possible urgency, the Board felt that it may 
be advisable to take afresh view specially as regards the 
number of pumping stations in the next few months. 

13. Request for Government's approval 

On 22nd March, 1963 approval of the Government of India was 
sought for the following: 

(i) the execution of both the projects at an estimated _~ost of 
Rs. 29.07 crores. 

(ii) Payment to Messrs. Snam of B.S. 2.79 lakhs in Italian 
Lire and Rs. 1.98 lakhs in Indian Rupees for the detailed 
survey and design work, i.e., the preparation cf the Exe-
cutive Project Report for the portion from Barauni to 
Haldia which is an extra work over and abo,'e the work 
Messrs. Snam have already carried <rut on the Barauni-
Calcutta route. The payment of Rs. 2.79 lakhs in Italian 
Lire will be offset against the reduction of a similar 
amount which Messrs. Snam have agreed to give as a 
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result of curtailment of their work in view of the Barauni 
westward line now terminating at Kanpur instead 'I1f 
Delhi as previously envisaged; and 

(iii) Subsidy to I.R.L. from Government to the extent of the 
difference in cost estimated at Rs. 6.27 crores between the 
8" dia. product line between Calcutta-Barauni and a 12" 
dia. crude oil from Haldia-Calcutta-Barauni. The difference 
in the original estimate of Rs. 7.23 crores and the pre~ent 
estimate of Rs. 13.50 crores for the Barauni-Haldia line was 
explained as under: 

"--'-"'" -- ... _ .. __ ... .... . .-.. __ .•. _---- ._.-_ .. __ . ----.---
(Barauni-Dudge DuO", Line 8'625" 

O·D.) 
(Barauni-Haldia Line-

12'75" O.D.) 

Original Revised Difi'(.rc.nce 

(in crores) (in crores) (in crru) 

r. Pipeline (excluding telecommunication) 4'86 8'28 3°'42 

2. Pump Station . 1 '45 3'58 2'13 

3. Tank Farm 0'92 1'64 0'72 ---- --- --
7'28 13'5° 6'27 ----- ----

[The main increases are on account of the large size of the pipe-
line and the number of pumping stations (estimated at 8 as against 
5 originally envisaged) and the large capacities in order to pump 
three million tonnes per year of crude oil]. 
14. Inter Ministerial Meeting 

At the Inter-Ministerial meetings held on 26th March, 1963 and 
10th April. 1963, Managing Director I.R.L. (Sri Nayak) was autho-
rised to discuss with E.N.!. the possibility of reduction of cost and 
postponement of completion date for the pipelines. In the inter-
ministerial meeting held on 15th May, 1963, the Managing Director 
reviewed the discussion he had been having with E.N.!. representa-
tives and he stated that E.N.!.'s original estimate O'f about Rs. 29 
crores for the pipeline had been calculated on a comparatively low 
price for pipes. If the indigenous price of pipes was taken !it about 
Rs. 1500/· per tone at site, the total project estimate would go IIp to 
Rs. 32.5 crores. On the other hand E.N.!. were proposing the 
following major modifications to their original designs which would 
result in a reduction of about Rs. 3.07 crores as under: 

(i) Replacing the telemetering system by the Radio telephone 
system resulting in a reduction of Rs. 1.82 crores. 
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(ii) Substituting 8 permanent pumps for crude oil by 8 mobile 
mounted pumps for occasional transmission of crude oil. 
This effects reduction of Rs. 1.25 crores. 

There would be no change in the number of permanent pumps 
to be installed for products transmission viz., 3 nos. 

In the meeting it was stated by the Managing Director I.R.L. 
that E.N.I.'s latest proposal on the basis of radio telephone commu-
nication system and 8 mobile pumps was f()l' splitting up the project 
on the following basis:-

(a) E.N.I. were prepared to lay the pipes and supply technical 
services and equipment at a total cost of Rs. 10.54 crores 
(Foreign exchange component Rs. 6.62· crores). 

(b) Government's responsibility would be to enter into sepa-
rate contracts for the following inservicesjsupplies:-

(i) procurement and supply of steel pipes. The Managing 
Director estimated that out of the 63000 toos required 
for the two pipelines, about 40,000 tons would have to 
be imported at a cost of Rs. 5.5 crores. 

(ii) telecommunication equipment estimated to C'O'st Rs. 110 
lakhs (Foreign exchange component Rs. 88 lakhs). 

(iii) Pump stations construction-cost Rs. 40.50 lakhs. 

(iv) Tank farm construction-cost Rs. 2.76 crores (Foreign 
exchange component Rs. 14 lakhs). 

(v) Procurement of materials-cost Rs. 80 lakhs. 

(vi) Land acquisition-Rs. 65 lakhs. 

(vii) Designs. engineering. administration management ctc., 
-Rs. 130 lakhs. 

(viii) Customs (Rs. 1 crore) and income-tax liabilities devolv-
ing on the Proprietor of E.N.I.-Total cost Rs. 160 
Iakhs. 

In all, therefore, the total cost of the project split up as indicated 
above would comes to Rs. 29.91 crores (Foreign Exchange compo-
nent Rs. 13.6 crores). 
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The schedule of construction that E.N.!. had offered was as 
under:-

(a) Co)mpleting the Hlldia-B'lrauni pipeline and June 1964 
installation of 8 mobile pump'stations for trans-
porting crude oil. 

( b) Completing c<>nstruction of three permanent pump December '64 
s~ati()ns for products on the Haldia-Barauni pipe-
hne. 

(c) Completing ofBarauni-Kanpur products pipeline June 1965 
... _-. ------.-----,---

As regards the main pipeline contract, Sri Nayak stated in the 
meeting that several companies had offered to tender for the main 
work and in addition had expressed the possibilities of furnishing 
credit on the same terms and conditions as E.N.!. credit. 

The following decisions were taken in the Ministerial meeting:-
(a) I.R.L. will immediately go in for tenders for 40,000 tones 

of pipes on the basis of E.N.I.'s specifications. The tenders 
may be restricted to U.K., U.S.A., France, West Germany, 
Italy and Japan. 

(b) As soon as E.N.!. submitted the tender documents by 
about 7th June, 1963, I.R.L. will direct enquiries for the 
pipeline execution work and for the supply of technical 
services and equipment to the firms which had earlier 
expressed interest in tendering for the work, viz., Bechtel 
Corporation (USA), William Bros., Construction, John 
Brown and Motterwell of U.K., Ratrepos and Sociate 
Parisenne of France, Snam of Italy, Mannesman of West 
Germany. 

(c) I.R.L. will also take expert advice as to whether or not 
the mobile skid pumps proposed by E.N.1. would prove 
satisfactory and if necessary they will go in for supple-
mentary tenders addressed to the same firms for altt!r· 
native bids on the basis of permanent pump stations for 
the crude oil. 

(d) Finally, as soon as possible after the tenders for main 
work, I.R.L. will float tenders for the installation of tele-
communication equipment and for construction of tank 
farm on the basis of E.N.!.'s designs. These tenders will 
also be addressed generally to the countries which will 
supply pipes. 

(e) All the tenders indicated at (a) to (d) above will c;peci-
ficaHy mention that tenders will be considered only on 
the condition of credit facilites being arranged for by the 
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'tenderer for the serviceslmaterials. The tenderer will, 
therefore, be asked to indicate the best credit terms that 
'he can oller. 

15. Agreement with Bechtel for certain technical services connected 
with H.B.K. -

On 25th May, 1963, the Managing Director (Sri Nayak) in his 
letter No. S-ll/Construction, dated 25th May, 1963 wrote to' Mr. 
Dorman Vice-President of Bechtel Asian Corporation that subject to 
agreement on financial terms and the specific approval of the Gov-
-ernment of India, Indian Refineries Limited have decided to enter 
into a contract with Bechtel for certain technical servicei connected 
with and the management of construction of the Haldia-Barauni-
Kanpur pipeline. "The technical services relate to certain aspects of 
the design of the pipeline system as already prepared by Snam 
Progetti and Bechtel's services were desired for consultation with 
Snam Pro'getti on the following matters:-

(a) Pipe materials. 
(b) Pump Station. 
(c) Telecommunicating and telemetering. 
(d) Tank farm 
(e) Coating and wrapping. 

It was also intimated by the Managing Director that it was their 
intention, subject to satisfactory agreement being reached as to cost, 
to execute this work through Saipem an E.N.I. Company on the 
basis of a negotiated contract and Bechtel's services will be required 
during these contract negotiations and eventually in supervising the 
construction work as Manager. In the concluding portion of the 
letter, the Managing Director, I.R.L. recorded as under:-

"We believe that a formal agreement with Bechtel can be 
settled within the next 60 days. Meanwhile I trust you 
will agree to have necessary further action taken as men-
tioned above. Expenditure that Bechtel will reasonably 
incur in the intervening period will be reimbursed ill 
Rupees, if the proposed agreement between us does not 
go forward for any reason." 

On 31st May, 1963, the Managing Director I.R.L. (Sri Nayak) vide 
his letter No. S-l1IConst., dated 31st May, 1963 informed Mr. Fidora, 
General Manager, Snam Progetti as under:-

" .... As I had mentioned to Dr. Gasparini and Mr. Mauro, 
when we had met on the 25th instant, we are considering 
the qu~stion of appointing Bechtel as .Construction 
Manager for the Haldia-Barauni-Kanpur ProJect. A final 
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decision has not been taken, as this is dependent on agree-
ment about terms, etc. Meanwhile, we have asked,. 
Bechtel to make certain enquiries for us about the avail_ 
ability, price etc., of pipes from several countries in the 
world, we also wish to associate Bechtel in our negotia-
tions with Saipem for the conclusion of a contract for the 
execution of the pipeline. Will you kindly convey this 
information to Snam and Saipe~ in Milan? 

On 14th June, 1963 Bechtel Asian Corporation in their letter. 
dated 14th June, 1963 gave a proposal for consulting and manage-
ment services for the Haldia-Barauni-Kanpur pipeline system which 
inteT-alia included the following:-

jj ••• In the discharge of its responsibilities Bechtel will consult 
and advise I.R.L. concerning major decisions and activi-
ties of the project ...... ". 

OJ •••• Bechtel acting as representative of I.R.L. will supervise 
the preparation of the detailed engineering which will be 
performed in Italy by Progetti. Bachtel will perform 
those functions required of I.R.L. with respect to approv~l 
of drawings, specifications, schedules and other technical 
data. Bechtel will arrange to have Progetti prepare 
schedules, lists of drawings and specifications and perform 
all other planning required to assure that the engineering 
will be performed in an orderly and effective manner. 
Programmes will be established with Progetti whereby 
materials and equipments to be furnished by Progetti or 
Saipem will be subjected to engineering review and check. 
For such materials and equipments the manufacturer's 
drawings and specifications will be subject to the accept-
ance of I.R.L. acting through its engineering consul-
tant ...... ". 

u •..•. Bechtel will act for I.R.L. in checking the drawings and 
speCificatiOns of vendors and in making certain such infor-
mation is made available to Progetti as needed for devp.-
lopment of the detailed design and to Saipem far the 
construction work." 

16. Government's appToval 

On 4th June, 1963 sanction of the Government of India, Ministry 
of Mines and Fuel was accorded to the payment by I.R.L. of Rs. 1.98 
lakhs in Indian Rupees ta Messrs. Soam S.P.A. for the detailed sur-
vey and design work. i.e., the preparation of Executive Project Report 
for the portion from Rudrani to Haldia which is an extra work over 
and above the work. Messrs. Snam have already carried out on the 
Barauni-Calcutta routes. It was indicated in the sanction that the 
payment of Rs. 7.79 lakhs in Italian Lire for this work will be offse' 
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against the reduction of a similar amount which Messrs. Snam have 
agreed to give as a result of curtailment of their work in view of the 
Barauni westward line now terminating at Kanpur instead of Delhi 
as previously envisaged. NO' extra foreign exchange payment is 
therefore involved. In this sanction specific mention about the 
approval for execution of the project at a total cost of Rs. 29.07 
crores was, however, not made. 

17. Revised Estimate 

As indicated in para 13 above, Government approval was, inter
alia, sought to the execution of the Project at an estimated cost of 
Rs. 29.07 crores. In a subsequent D.O. letter dated 23rd j\pril, 1963 
to the Secretary to the Government of India, Ministry of Mines and 
Fuel, the Managing Director LR.L. pointed out that the estimated 
cost may actually go up to Rs. 31.32 crores on account of the probable 
high cost of pipes and for certain other reasons. 

18. Programme for the execution of the Project 

After the issue of the D.O. letter dated 23rd April, 1963 mentioned 
in para 17 above, the execution of the project had been the subject 
matter of number of discussions between LR.L. and Government and 
the final outcome was recorded in the letter dated 6th July, 1963 
addressed to the Secretary to the Government of India, Ministry of 
Mines and Fuel by the Managing Director I.R.L. which had tha 
approval of the Board of Director (meeting held on 5th July, 1963). 
Some of the more important points mentioned in this letter are 
reproduced below: 

(i) The execution of the Project may be settled by negotia-
tion with the concerned KN.L Company, ~ earlier deci-
sion to invite tenders from a number of selected com-
panies being given up, mainly because of the probable 
difficulty of finding the foreign exchange involved and also 
because of the likely delay in the execution. 

(ii) As certain aspects of design and specification in the 
scheme of the project drawn up by Snam Progetti appear-
ed to be of a somewhat doubtful nature, and as certam 
economics in the total project cost estimate appeared 
probable, the design and specification should be reviewed 
in discussion with Snam Progetti and for this purpose the 
services of Bechtel Corporation of U.S.A. whose employ-
ment for the management of construction was in view, 
should be utilised. 

(iii) Banning only the procurement supply of pipes and the 
installation of a communications system. Saipem will do 
a complete turnkey job subject to the scope of the work 
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as defined. The work to be done includes the construc-
tion of (a) the main line, the submerged river crossing, 
the rail bridge crossing and minor canal and road cross,-
ings; (b) the industrial civil works and the electrical and 
mechanical erection, works of the pump stations; and 

(c) the complete works of the tank farms. , 

(iv) The total contract estimates for both the pipelines were 
given as under:-

Construction 

M'linline construction work 

P,olucts pl1:n:;>iog St,18. & terminal'S erection 

Inlustrial civil work 

Tank farm c"nstruction . 

Foreigil m'lin line materials 

Pumping & terminal stations materials for pro-
ducts 

Six crude oil pumping sets 

Foreign tank fann materials' 

Otlutr services 

Procurement 

GRAND TOTt!\L 

Barauni-
HaldiaLine 

Rs. 

3,62,52,237 

13,74,220 

15,00,000 

44,79,183 

4,36,05,640 
-----

32 ,99,508 

90 ,33,440 

50,88,000 

1,86,620 

1,76,07,566 

1,00,000 

13,43,79,001 
Say . • 13M croJ ':8 

Barauni-
Kanpur 
Line 

Rs. 

3,92,06,030 

27,10,782 

25,80,000 

1.37,55,428 -----
5,82,52 ,240 

21,65,891 

1,19,74,560 

5,73,104 

1,47,13,553 

1,00,000 ~ 
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(v) The programme for the execution of the project was 
given as under : 

Haldia-Barauni Line 

Ca) Starting date . 

(b) End of construction work on the main line&supply elF 
Calcutta of 6 crude oil pumping sets 

Cc) Start of construction work in the products pumping 
stations 

Cd) End of construction work in the products pumping 
stations 

Baraum-Kanpur Lzne 

Ca) Start of co "struction work on both main line & in the 
pumping station 

Cd) End of construction work on both mainline & in the 
pumping station 30- 6-65 

(vi) Snam Saipem will arrange for the procurement of all 
India supplies required for the execution of the work. 
For this service, Saipem will be paid a fee based On the 
value of the supplies to be procured (estimated cost about 
Rs. 50 lakhs). I.R.L. will, however, pay the bills and 
invoices on such purchases. It is considered that such an 
arrangement will be conducive to good construction pro-
gress as one party will remain responsible for synchron-
ised action on all related matters. 

(vii) Saipem will arrange to pr<reure all foreign materials 
required for incorporation in the project. There are many 
such items as pumps motors, valves, instruments, wrap-
ping material etc. A figure of ceiling of cost on account 
of such supplies is included in the price negotiated, but 
payment will be limited to the actual costs plus charges 
on account of procurement services, inspection, ocean 
freight, freight, inland transport in -India and· abroad and 
handling and incidental charges. 

(viii) Following the negotiation carried out with S'aipem. I.R.L. 
propose to enter into a contract with them in the value 
of Rs. 134379001 With a f()reign exchange component of 
Rs. 62154973 ($ 13,05776'1) i.e., about 46.2 per ~nt of the 
total. .::. " .".#" • 
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Government's approval was sought for the following:-

(i) I.R.L. entering into "- contract with Snam in the total 
value of Rs. 13,43,79,001 with a foreign exchange compo-
nent of Rs. 6,21,54,973 to be financed from E.N.I. credit. 
5 per cent of the foreign exchange component is to be paid 
on the signing of the contract. 

(ii) the estimated project cost of Rs. 26.42 crores. 
19. Receipt of Government sanction 

On 31st July, 1963 Government of India, Ministry of Mines and 
Fuel in their letter No. 31st December 1963/0NG, dated 31st July, 
1963 conveyed the approval of the President to the I.R.O. entering 
into a contract with Messrs. Saipem for the completion of the follow-
ing works relating to H.B.K. Pipelines: 

(a) Construction of the mainline, the submerged river cros-
sings, the rail bridge crossings and minor canal and road 
crossings. 

(b) The industrial civil works and the electrical and mecha-
nical erection work of the pump station; and 

(c) the complete works of the tank farms. 

at a total cost of Rs. 11,33,34,892 including foreign exchange compo-
nent of Rs. 5,29,83,415. It was indicated in the sanction that cons-
truction of the Haldia-Barauni Pipeline will start in November 1963 
and will be completed by 31st December 1964 while the construction 
of the Barauni-Kanpur Pipeline will commence by end of Septem-
ber 1964 and be completed by end of June 1965. 

No mention was, however, made regarding approval of the esti-
mated project cost of Rs. 26.42 crores. 
20. Contract agreement with Saipem 

On 31st July 1963 a contract was concluded and signed with 
Snam Saipem for the construction of the H.B.K. pipeline. A copy 
of the contract was furwarded to the Secretary to the Government 
of India, Ministry of Mines and Fuel on 2nd Au_gust, 1963. 

On 23rd October 1963. Government sanction was accorded to the 
release of foreign exchange equivalent of Rs. 5,29,63,415/- and it was 
mentioned that foreign exchange will be mete out of the E.N.!. 
credit and payments made as per the contract signed on 31st July, 
1963 between I.R.L. and Saipem. 

21. Brief Particulars of the Contract with Saipem 

The contract consists of three parts, Part I-contract and exhi-
bits, Part U-C"zeneral conditions and Part ill-job description, 
construction specification and exhibits. 
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PART! 

Exhibit <A'-The line construction ~ 

Lump sum amount payable: 

Haldia-Barauni line 12'-) 

Length approximate 520 KIn. 

Barauni-Kanpur line 

12 . approximate length 670 Km. 

Length of the line 

Cased crossing 

River submerged crossings 

Railbridge crossings 

Canal crossings 

$ 

. Rs. 2,47,05,895 

$ 3°,46,247 

Haldia- Baraurrl-
Barauni Kanpur 

in metres 

5,10,000 6,61,500 

2,430 3,200 

8,000 3,200 

2,100 2,100 

2,600 2,300 

Should final measurement of above items excluding rock exceed in 
plus or minus 3 per cent in quantity, an adjustment shall be 
made in the prices (lump sum mentioned above) at certain 
prescribed rates. 

Exhibit <B'-Pump Station and Terminal erection 

Barauni-Haldia Line 

Haldia products pumping Stns. 

Asansol 

Barauni 

Rudrani Terminal 

·Do. 

Do. 

i. e. 3 Products Pumping Stations 
t 

I terminal 

Baraurrl-Kanpur line 

Barauni Products pumping Stns. 

Patna 

Dumraon 
Mughalsarai 

Allahabad 
Kanpur terminal 

Do. 

Do. 

Do. 

;00. 

J.e. 5 Products Pumping stations & 
1 tenninal 
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IMnpSum 
Ra. 16tl6,S06 

t 2,99,89-
---------------------------,~---------------------

(In the eVe!lt of pumping Stations capacity and facilities being 
varied hereafter the parties will re-negotiate for the bationof 
an appropriate revised prices). 

Ezhibit tC'-Civil Industrial Work in Pumping Statioa 

(Machinery foundations and equipment. beds fire fighting system,. 
industrial sewage system, external lighting system, industrial road 
and yard. pipe yard, aU separator civil construction parts, control 
and panel rooms, inclUding procurement, expediting co-ordination, 
routine inspection for the following pumping stations and terminals)_ 

Barauni-Haldia Line 

Heldia Product pumping Stns. 

A~ol 

BaraWli 

:Rudtanl Terminal 

Do. 

Do. 

Barauni-Kanpur Line 

Barauni PrOduct Pumping Stns. 

Patna 

Dumraon 
Mugbalsarai 

Do. 

Do. 
Do. 

Crude Oil pumpina inlet & outlet mani- Allahabad Do. 
folds. 

lMmp S."" 

lb. 14.25.030 
'15.1S0 

KlUlpur tenninal 

Lump S.." 

R'·2.4.51>480 
• 27.000 

(In the event of pumping stations being varied hereafter . the 
parties will renegotiate for the fixation of -the appropriate revised 
prices). 

Exhibit 'D'-7'ank Fa,.". Ccmstl'tldicm 

For tank construction iDduding civil works. erection, Indian 
Materials, procurement expending, co-ordination and routine iDa-
pectiOD. . " . .j;: ... ~l "; .: : ~~,,!. 

... I • _. __ ... ~ .: ... -~_,i-o. JUI"_' ,~Ji&.,i.!~. 
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Haldia-Barauni Line Barauni-'Kanpur Line 

S4250 metre 

LrJmp S"", 

Ps. 39,47,230 
'1,11,755 

1,66,600 cubic metre 

Lwnp Sum 

'Rs. 1,21,21,816 
$3>43,196 

Total per cubic metre : Rs. 72.76 
$ 2.c6 

The above average rates per cubic metre have been calculated 
and agreed on an assumed proportion of 45 per cent of allocating 
roof tanks and 55 per cent of fixed roof tanks for which the rates of 
Rs. 90 c.m. and Rs. 77 c.m. (excluding foreign materials) were 
agreed. Should the proportion change the rates and consequently 
prices shall be varied accordingly. 

Exhibit 'G'-List of Materials to be Supplied by the Contract01f 

Barauni-Haldia line materials . 
" PumpiJ1g stations & terminals 

.. PUmping set for etUde oil pumping 

" Foreign materials fer tank farm 

" Materials for electric system 

Baroni· Kanpur line materials . 

.. pumping stations & tenniDals 

.. Foreign m.aterials for tank farm 

" Materials for Electric system 

Ros. 

4~58,OO7t S 5,96,828" 
6,83,440t $14,58,386 

2,8S,ooot $10;08,404 

$ 39,205 
I,88,ooot '2,58,000 

9,44,S60t '18,72,'210 

$ 1,20,400. 

2,OO,ooot _ 4,03,000-

3O,55,7+4t ·$61>48.188 

Exhibit 'H'-Procurement Services oj Indian Materials 

Haldia BareUni' SeCtmn 
Barauni Kanpur Section 

RI·13,344t 

RS·73,344t 
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Exhibit I-Progreo Schedule 

Haldia-
Barauni 

Barauni-
Kanpur 

Starting Date 1-II-I963 30-9-1964 

End of construction on the main line & supply of 
lix crude oil pumping &et8. • • • 30-6-1964 30-6-1965 

Stan of construction work in the product pump-
ing Btn. • • • • • • . 3~4-1964 

End of constrUction work in the product. pumping 
stn. . . . . . . . 31-12-1964 

--_._--------------------
The above programme will be valid provided mainly that-

(1) Line pipe of the proper size and thickness also as not to 
discontinue work, together with the corresponding coating 
materials, are handed over by the owner to contractor at 
delivery location in accordance with the programme in-
d1cated in the exhibil 

(if) Construction design including final lists and specifications 
for the materials to be suppUed by contractor, i. made 
avallable to contractor aa per the programme indicated in 
the exhibit. 

22. Scope of the work under the Contract 

'lbe object of the products pipeUnes haa been defined in Part m 
of the contract under Job Description. It bas been explained that 
the object i. to transport motor spirit, Kerosene Oil, H. S. Diesel and 
Aviation Turbine Fuel from the Refinery area to be various main 
consumption centres considered important for the delivery of such 
on products and which are situated along with the' proposed pipe-
line route. 

No where in the contract has it been mentioned as to the total 
quantity of products/crude to be transported through the pipeline. 
The mainline and other pump capacity etc. have been given and on 
the basis of these facts, the total capacity of the HBK Line can 
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possibly be worked out. However, after the conclusion of the con-
tract Snam Progetti gave a Project design description dated 26th 
February, 1964 (consisting of 17 pages) wherein the scope of the 
pipe line system had been given as under: . 

The pipeline system shall allow the transport of the following 
products: 

Product 

Crude Oil 
" Kerosene 

M.S .. 

H. S. D. 
Kerosene 
M.S. 

A. T. F. 

Haltba-Barauni SectIOn 

Starting Point 

Haldia 
Haldia 

• Haldia 
Barauni 

Baraunj- Kanpur Seclton 

j Barauni 

. Barauni 

Delivery Point Quantity 

tons/per annum 

Barauni 
Barauni (future) 
Barauni 
Rudrani 

Patna 
Mug'halsarai 
Allahabad 
Kanpur 

Kanpur 

. 20,00,000 

. 30 ,00,ocO 
. 2,65,000 
2,79,0000 

5,12,000 

2,00,000 . 

Haldia Barauni Section • 

SPMMARY 

Crude Oil 
Products 

2 Million tons per year 

o 5 million tons per 
year 

Barauni-:,Kanpur Section Products 1.5 million tons 

23. On 26th June, 1964 a formal contract was signed engaging 
MIs. Becthel Asian Corporation Ltd., as our agent to manage all 
matters relating to H.B.K. Project. 

24. Amendment to the contract 

In July, 1964 just after a year of the conclusion of the contract 
with Saipem an amendment to the contract with 8nam Saipem was 
issued inter-alia bringing out certain important modification to the 
original contract. As indicated in para 19 above, in the various 
-exhibits attached to the contract agreement, it was agreed and indi-
cated that should final measurement of the items indicated in exhibit 
cA' or in the event of pumping station capacity and facilities being 
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varied etc. the parties will renegotiate for the fixation of the appro-
priate revised prices. Apparently on account of the change made~ 
due to administrative reason, on the pumping station capacity etC. 
an amendment was issued to the original contract in July, 19M. The 
papers leading to the initiation of the amendment or reasons for ini-
tiating the same are not available and therefore whatever conclusion 
we derive at will be more or less on a pre~mptive basis. The 
details of the changes effected in the original c()ntract and the finan-
cial repurcussion if any involved are discussed below: 

Amendment to Exhibit 'A' 

As in the original contract 

Lumpsu I 

Haldia-Barauni line 

Barauni-Kanpur Line 

S chedu e of prices for line construc-
tion 

As amended by the amendment of 
July 1964 

Lump sum 

Rs. 2,19,26,552 Rs. 2,IO,I1,282 
t ~ 

$ 30,09,598 $ 29,69,003 

Rs. 2,47,05,895 ~s.2'47.05,895 

$ 3°,46,247 S 3°,46,247 

Net saving as a result of amend:nen 

Rs. 3,15,27° t 
$ 4°,595 

The saving is due to reduction in the scope of the work as will 
be seen from amendments to other exhibits. 

Pump Station & TermiMl utetion 
Exhibit'B' 

Haldia-Barauni . 

As in the Original As amended by the 
contract . ~; all'l.en~ment ------,-

3 Products pumping 3 Products Pumping 
station & I Tetrni- Stn. & I Delivery 
na1 pumping station. Point. 

"and 
I Crude Pumping 
Station. 

. ~ Products ptuhpmg (Dooster No. 2) ~ 
stations & I Termi- PrOducts pumpinS 
Ul Stn. ~ Delwery 

~ints. I Temn.t 
StIl. 
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Haldia-Barauni Barauni-Kanpur 

Original Amended Original Amended 

Products pumping station 3 3 5 2 

Crude " I 

Terminal I I I 

Delivery Point I 2 

4 5 6 5 

It will be seen from the details given above that while in the 
original contract 8 Nos. products pumping stations were provided, in 
the amendment, the number was reduced to 5 and in lieu one crude 
pumping station and three delivery points were introduced. The 
original contract catered for 2 terminals while the amendment has 
reduced this to one. The overall financial effect of these changes is 
net saving to the Corporation to the tune of Rs. 4,72,493 plus 
$ 1,21,334 as indicated below: 

Origi 801 co::ltract 
(8 products pumping Stns. and 2 tenni-

nals) 

R~. 24,43,593 plus 
S4,14,834 

As a nend~d 
C5 products pumping stns. 1 crude 

pumping station and 3 delivery 
points and 1 terminal) 
R~. 19,71,000 plus 
$2,93,500 

Exhibit 'C' CiviL Industrial Work in Pumping Station 

The original contract catered for machinery foundations and 
equipment beds fire fighting system, industrial sewage system, ex-
ternal lighting system, industrial road and yeard, pipe yeard all 
separator civil construction parts, control and penal rooms includ
ing procurement, expediting C"D'-ordinating routine inspection for 8 
products pumping stations, 1 crude oil pumping station & two ter-
minals at a total cost of Rs. 38,76,510 plus $42,750. 

Through the amendment the scope of the contractor's liability for 
work was reduced drastically and the contractor was made respon-
sible only for procurement services of the industrial civil works 
contracts, construction supervision and coordination etc. in respect 
of 6 pumping statjons and 4 delivery points at a cost of Rs. 1,57,200 
plus $30,000. 

On account of excluding the scope of the actual constructional 
works from the contract there has been a saving of $12,750 in 
foreign exhange. For procurement etc. services the amendment 
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allows the contractor a sum of Rs. 1.57 lakhs plus $30,000 which 
works out to approximately 7 per cent on the overall cost for civil 
works actually executed. The eventual value of the contracts given 
for the civil works has been stated to be Rs. 42.42 lakhs plus Rs. 3 
lakhs for procurement services as against the original contract 
figure of Rs. 40.80 lakhs (approx.) (which included a foreign ex-
change of $42,750 U.S. Dollars). 

Since the pumping stations were varied from the scope given in 
Exhibit 'c' I)f the original contract and since according to the terms 
of the contract the parties will have to renegotiate for the fixation 
of the appropriate revised prices, it may be difficult to establish at 
this stage whether the contractor would have agreed to do the job 
as per his original rates given in the contract in 1963. At any rate, 
the amount paid to the contractor for procurement etc. services 
which works out to approximate 7 per cent of the cost of the work 
appears to be on the high side. 

Exhibit 'D' Take farm construction 

Here also the original contract catered for tank farm construc-
tion including all civil works etc. at a total cost of Rs. 1,60,69,046 
plus 4,54,951 US Dollars. The total unit required was indicated as 
2,20,850 cubic meter and the average rate per cubic metre was shown 
as Rs. 72' 76 plus U.S. $2.60. With the issue of the amendments the 
contractor's responsibility was limited to procurement of the con-
tract, construction supervision etc. at a cost of Rs. 50,0001- plus 
$10,500. As against the originally estimated quantity of 2,20,85() 
cubic metre, indicated in the contract, the revised estimate was in-
dicated in the amendment as 58,250 cubic metre only. The reduc-
tion in the scope of the work has resulted in a considerable sav-
ing in the H.B.K. Project. It appears that the tankage for 
the different delivery stations (except Haldia) has been constructed 

, by the Marketing Division at a cost higher than that originally con-
templated in the contract with 8nam Saipem. Before arriving at 
any conclusion, it would be necessary to examine whether the mar-
keting division has adopted the same specification etc. for tankage 
as has been mentioned in Saipem's contract. 

Exhibit 'G' Supply of Materials 

The original Exhibit 'G' to the contract provided for the supply 
of materlals by the contractor to the value of Rs. 30,55,744 plus 
$61,48,188. The amendm~nt limits the supply of materials by the 
contractor to Rs. 29,39,167 plus $44.10,513. There has thus been a 
considerable saying wh!ch was mainly due to reduction in the 
scope of the work. In the amendment to Exhibit 'G' it has been 
mentioned that the contractor will supply only materials from 
foreign sou~ as nstM in the list of materials dated 21-4-64. A 
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perusal of this list of materials indicated that full specification for-
the materials to be supplied under the contract has not been given 
and instead 'CON' NOS. have been indicate.d against each item. 
Apparently the description of the materials would find a place in 
these 'CON' (specifications) which are not available here. Before 
making final payment to the Contratcor under Exhibit 'G' (as 
amended) it may be necessary for the Engineers to verify whether 
the materials actually supplied agree to the specifications indicateo 
in the list of materials dated 21-4-64, which again are based on 
details given in various 'CON' Nos. A comparison of the original 
specification and the revised one has been effected whereve.r possible 
in respect of some of the more important items and the results are 
tabulated below: 

Item 

Pipeline materials 

Original 
Specification 

Glass inner wrap unsaturated (60jgr/m.2) 1470 sq. mt. 

Gate valves ASA-600-I2' 

Materials for pumping stations & term;na!s 

I. Diesel Engine 

Station Horse 
Power 

---- ----

Barauni 650 

Booster NO.2 
Asansol 282 
Haldia 835 
Patna 480 

Dwnraon 480 

Mughalsarai 480 
Allahabad 650 

Barauni 650 

480 

. 46 Nos 

Nos 

2 

3 
2 

2 

2 

2 

2 

2 

2 

17 

Revised 
Specification 

1453 m. q. 

40 Nos 

Horse 
Power 

Nos. 

370 2 

540 1 

370 

370 

750 

370 

750 

3 

3 

3 

3 
3 

Ie 



Ha1dia 
Barauni 
MUlhallarai 
Kanpur 
As.wol 
Patna 
Dunrarl1 
AUahal'ed 

Station 
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2. Scraper Traps 

3. Gall ValwJ 

Original 
S~cation 

No>. 

I 
2 

a 
I 
2 
a 
2 
2 -

I 
2 
2. 

t 
2 

14 8 

Revised No. 
Specification 

-~-----.---------------~---

3 .. S -_._--_.---_. --_._---------------
Blrauni-H.ddia Line u" ASA-600 

Barauni-Kanpur Line 12" ASA-600 } 19 } 12" ASA-600 
27 

46 
Ba",auni 6" ASA-ISO 8 

8" ASA-ISO 16 
8" ASA-6oo 4 
u· ~SA-6 3 
12" ASA-ISO 14 
10" ASA-300 4 
12' ASA-300 I 

So 

12' ASA-600 
10" ASA-600 
8" ASA-600 
12' ASA.-ISO 
10" ASA-ISO 
8' ASA-ISo 
6' ASA-ISO 
8' ,"SA-ISO 

4' ASA-ISO 

40 

4 
6 
6 
S 

19 
18 

I 

2 

3 

3" ASA-ISO I 

.( ASA-600 S 
3'ASA-600 2 
2' ASA-ISo 6 
Ii" ASA-600 S 
I" ASA-600 go 

(fire fighting excluded) 



153 

I 2 3 4 S 

Asansol. 8' ASA-6oo I~ 12" ASA-600 4 
12" ASA-600 6 10" ASA-600 I2 

~" ASA-600 4 
4' ASA-600 4 

19 " ASA-600 4 
3" ASA- I 50 2 
I' ABA-600 40 

70 

Rudrani 6" ASA-I50 9 u" ASA-600 2 
8" ASA-I50 10 10" ASA-I50 4 
8" ASA-60o 2 8' ASA-I50 3 

6' ASA-I50 2 
8' ASA-ISo 2 
6' ASA-ISO J 
4" ASA-ISO I 
3' ASA-ISO I 

4' ASA-I 50 I 
3" ASA-I50 4 
Ii' ASA-600 I 
I' ASA-60o 20 

42 

Haldia 6' ASA-I50 8 12' AS A-60o 2 
8" ASA-I50 18 10' AS A-600 4 
6" ASA-6oo is s· ASA-60o 3 
12' ASA-600 2 14' ASA-ISO I 

34 la' ASA-I50 2 
10' ASA-I50 S 
'0" ASA-6oo 2 

3" ASA-600 I 

3" A~A-ISo S 

2' ASA-ISO '2 

I!" ASA-600 2 
I' ASA-600 5S 

90 
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J 2 3 S 

Dunarow 10" ASA-300 9 
U' ASA-300 2 Nil 

II 

Muchaltarai . . 6" ASA-ISO 42 12' ASA-600 4 
8' ASA-ISO 24 10' ASA-600 II 

8" ASA-300 S 8' ASA-600 S 
10' ASA-rso 30 10' ASA-ISo 3 
10" ASA-300 I 8' ASA-ISo 8 
12" ASA-ISo 17 6' ASA-ISO 6 
12' ASA-300 2 8' ASA-ISO 2 

121 ~" ASA-ISO I 
3' ASA-ISo I 
4'ASA-600 2 

3' ASA-600 2 
4' ASA-ISO 2 
3' ASA-ISO S 
I' ASA-600 1 
I' ASA-600 SO 

104 

Allahabad 6· ASA-ISO 13 12' ASA-6oQ 2 
~. ASA-ISO 17 10" ASA-ISo 3 
s· ASA-300 I r ASA-rso S 
8" ASA-f#J ~ 6' ASA-ISO I 
12' ASA-300 I 3" ASA-ISO 3 
12' ASA-f#J I 3' ASA-ISO 3 
12' ASA.-600 I II' ASA-f#J I 

37 J' ASA-600 20 

3S 

lC.aapur . 6" ASA-ISO 13 12' ASA-600 2 

r AM-ljO 17 10" ASA-ISO 3 
rASA~ J 8" AM-ISO 7 
utI ASA-6Oe I 6' ASA-ISO 2 

32 8" ASA-ISo 2 
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Patna 6' ASA-ISo 
8" ASA-ISo 
10' ASA-ISo 
10· ASA-300 
12' ASA-ISO 
12' ASA-300 

Booster Nos. 1,2,3 Nil. 

and 4 

ISS 

3 4 5 

6' ASA-ISO I 
4' ABA-ISO I 
3' ASA-ISO I 
4" ASA-boo I 
3' ASA-600 1 

3' ASA-ISO 4 
Ii" ASA-600 I 
I' ASA-600 25 

51 

14 12' ASA-600 2 

5 10" ASA-ISo 3 
10 5" ASA-ISo S 

5 6' ASA-ISo I 
3 3" ASA-ISO 3 

2 Ii" ASA-600 I 
I' ASA-600 20 

39 3S 

(plus silpply to Booster Nos. 1,2, 
3 and 4 not originaI1y contemp-
lated) 

10' ASA-600 
12' ASA-600 4 

6 

~ per original contract. 410 Nos. of pte valVeIJ. 

~ per the amendtneDt 643 Nos. It 

It will be seen from the details given above that in lO:ne (lIeS the Spe-
cifications have been drasticaHy cbaoged and the number of units required 
have been ir:.cretsed. 
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EXHIBIT'I' 
PROGRESS SCHB'DULE 

Description As per the As per the 

HaId,a-BartUmt 

(i) Starting date 

(U) End of conuruction work on the main iiDC' • 
lUi) Start of conltJ"\.K:tion work in the product 

pumping stations' . . • 

(iv) End of construction work in the product 
pumpina stations' . . . . 

(v) Start of canst. work at Maidia Stn. and &os-
tcr No.2 

(\'1) End of canstructlon work 

BfPQfMI-Katrpfll' 

Start of construcrioa work at the main Jine • 
End of construction work on the main line 
Start of construction work at aU pumping statior;s 
End of construction work in the pUmping statioo 

original amendment 
contract 

1-11-63 1-3-64 

30-6-64 28-2-65 

30-4-64 30-6-6.4 

31-12-64 28-2-65 

I5-I2-64 
3004-65 

------------------------------------------------
It will be seen from the details given above that the work which 

thould have been started on 1-11-1963 was actually started only on 
1-3-64. One of the main reasons for postpoaement of the starting 
and completion dates was due to non-availabllity in time of pipe=-
and certain construction equipment. This bas been explained in 
the note indicating the progress on the Haldia-Barauni Pipeline (as 

on July, 64) forwarded to the Ministry under D.O. letter No. PLIB, 
dated 19-9-64 from the C.A.O. 

25. Further Development of the Case after the Amendment lign
ed in July. 1964 to the Contract. 

In July 1964 ~ amendrBent to the ~traCt with Saijlet;n was 
signed by tIie IAL just alter a mo~ ~ 27th August, HM, Beehtel 
International Col-pO.ratiori, SanfransisCo in their . letter ,No~ 441~ 
MLF-203, dated 27-8-64 intimated the Bechtel ASi8ri. Corporation: as 
under: 
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-...... We w.w. to state the concepts UDder which ProgeW 
is presently completi,og design and procuremf!Jl~ of 
H.B.K. and would appreciate it if you wjll comm~icate 
to UtL. that no chanee will be made to these concepts in 
~ unless ~ official request is received retlecting a 
precise decision to change the project scope." 

The H.B.K. design concepts were given as under by the Bechtel 
International Corporation: 

PrOduct Volume From To To 
commence -

1Ceroseoe 0'265 MTA Haldia Barauni 1969 
Motor Spirit 0'093 .. Barauni Asansol 1965 

" o· 186 " " Barajabar 19t15 
u 0'043 " " Parna 1965 

K,:rosene 0'037 " " .. 1965 
H.SD. 0'051 " " " 1965 
M ):or Spirit 0'0()4 " " Mughalsarai 1965 
Kerosene 0'056 .. " " 1965 
H.S.D. o'on " " 1965 
Mo:or Spirit 0'043 " " Allahabad 1965 
Kerosene 0'°37 " " " 1965 
H. S.D. 0'051 " .. " 1965 
Motoj'Spirit 0'278 " " Kanpuc 1965 
Kerosene 0'242 " " " 1965 
H.S.D. 0'333 .. " " 1965 
Air actioc turbine 

I!uel. o zoo .. " " 1965 

TOTAL : 2 076 ---
Crude Oil 1'9 " Baldia Baraurri Not fixed 

It was also clearly indicatet1- by Becht.el ~nternatio~'al Corpora-
tion that as design and procurement were approaching completion 
aDd m:a~rW del~ were ~d,erway_ change e~in.g de-
~ijn.ed facillties ;would be c:loub1,e CQit o,f 1RL:and most qer~inly 
would effect the project schedule. 

,CD. #h ~mber 1$64, the I~. jn tPeir l~r ~, PLIBI124-II, 
~~ 4-9-M ~ed.~ls. s,t~ w.. ~e .qu.~tj.e$ ~hich they 
plan to move through the pipeline from Barauni to HaIdia and Ba-
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rauni to Kanpur and also the products and quantities to be off-loaded 
on the various offtake points en route. Snam was requested to work 
out the pumping schedules on the basis of the above information. 
The total off takes in Barauni-Kanpur pipeline was indicated as ap-
proximately one million ton and in the Barauni-Haldia section it 
was shown as O.I.M.T. 

On 18th September, 1964 a review of the design concepts to be 
embodied in the Barauni-Haldia section was conducted between 
I.O.C. Fertilizers Corporation, Snam Progetti and Bechtel and the 
results of the review were embodied in a note as under: 

1. IOC on behalf of Fertilizer Corporation committed to deli-
ver naphtha from Barauni to Durgapur starting in late 
1967 at the rate of 15,00'0 tonnes per month maximum 
andlor a total 175,000 tonnes per annum. 

2. Snam Engineers investigated this particular condition and 
reported that up to 250,000 tonnes per· annum of light pro-
ducts could be moved from Barauni to the Durgapur area 
at the same time 1,000,000 tonnes of crude was moved 
from Haldia to Barauni utiliSing a 30 days cycle. 

3. I.O.C· confirmed that a delivery line from Baradabar to a 
point opposite Calcutta near Maurigram was definitely 
needed and Snam indicated that they were prepared to 
undertake detailed design and location of this lateral upon 
conclusion of an agreement with 1.0. C. to the fee to be 
paid for this service. 

4. I.O.C. confirmed that initial throughput in the Barauni-
Haldia section would consist of 25,000 tonnes per annum 
of motor spirit from Barauni to Asansol and a further 
103,000 tonnes to Maurigram. This would rise to 93,000 and 
186,000 tonnes respectively thereafter. Naphtha movement 
when in initiated would be additional to this movement 
of motor spirit. 

5. 1·0. C. suggested the outside possibility of moving light 
products (i.e. motor spirit, naphtha etc.) from Barauni to 
Haldia for off-store delivery at some point in the future 
and that design concepts related thereto might want to be 
investigated. at this time. 

Bechtel in their letter No. 4415IFLCI67713411688, dated 22.9.64 for-
warded the minutes of the meeting indicated above to the General 
Manager with the follOWing remarks:-

"We will appreciate you confirming the revised volumes as 
submitted in the attached revieW' and returning same to us 
at the earllest so that the Engineers can prepare the final 
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hydraulic gradients for the present planned facilities. We 
will also appreciate you forwarding to us as soon as pos-
sible the latest motor spirit throughput schedule beyond 
the initial phase through 1971. A copy of this letter to 
Snam Progetti in Delhi will be a request for them to con-
firm these volumes and submit any revisions or corrections 
to this office.". 

On 21st October, 1964 this was confirmed by r.o.c. 
On 31st October, 1964 Bechtel Asian Corporation wrote to their 

California Office as under:-

"Reference is made to the letter from 1.0. C. sent by Daulat 
Singh to Snam which requests certain works to be per-
formed by them. I agree that the referred quantities of 
products to be moved are not the same as those originally 
furnished by them and used in designing the system. Snam 
Delhi has not objected to furn~sh the information request-
ed by the owner even though it is probably outside the 
scope of their contract. It has been pointed out to I.O.C. 
management that at any time the type and quantity of 
product to be transported is changed a new programme 
for the handling of these products will be required. 

....... I agree there is still a certain amount of confusion in re-
gard to the operations and the desired quantities of products to be 
transported. It has been made quite clear to 1. 0 . C. tliat the design 
of the pipeline has been finalised and there is only a limited amount 
of flexibility in the system." 

26. Revised Design Concept of the H-B-K Pipeline Project 

On 27th November 1964, nearly six months of the issue of the 
amendment to the main contract, Bechtel, intimated the . I.R.L. 
the revised design concept of the Barauni-Kanpur and Barauni-
Haldia system as under:-

'A' Ba1"auni-Kanpur system 

The volume for the Barauni-Kanpur system indicate that a 
total of four stations will be required in 1969. The system 
is presently being designed for 1,512,000 tonnes (1.5 mil-
lion) per year which was ,previously forecast for 1971. 
This requires two stations only. 

'B' Barauni Haldia system 

it is not quite clear just what is now expected of the Barauni-
Haldia portion of the system. Therefore we would like to 
make the following observation: 
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(_) AlitOW' estimated, deliveries to Asansol, Maurigram and 
aurplua motor spirit to Calcutta can be hanctled with the-
facilities as presently designed. This is based on the 
aSSU1llption that the products will be pumped in one di-
rection only ..... . 

It would be possible to deliver 230,000 tonnes per year of light 
products from Barauni to Durgapur in addition to pump-
iJ'lg l,()OO,OOO tonnes of crude oil from Haldia to Barauni on 
a 30 days cycle. This would, however, require a 94 per-
eent load factor, which seems high considering the prob-
lems that might be anticipated in shipment in two direc-
tions. It is suggested that 90 per cent load factor be used 
to estimate the delivery capacities of the pipeline. Using 
this factor, only 1,50,000 tonnes per year of light products 
can be delivered in addition to the deliveries to Barauni... .. 
unless you advise otherwise we will consider that the-
design of the system will be finalised on the followinll 
basis: - .. _-_ ........ ---------------- ----

Barauni to Durgapur 

HllIdil' 
Maurigr8n' 

Emlrger,,:v flow 

Baraani to Durgnpur 
Haldia to Barauni 

Naphtha 
Light 
Products 

Motor Spirit 

" 

Naphtha 
Cn.:de oil 

--_ .. - ----------
27. Addendum to the Contract 

175000 T/A 

230000 

9iOOO 
184000 

b82000 

15000 

1000000 

1150000 

" 
,. 

" 
,,. 

" 
,. 

On 16.1l.1i65 an a.citWndwn to tae OOIltt'ct was mMe for includ-
ing Branch line construction f1'(8 Baradabar to Maviltam in tlae-
purview of the contract. 

28. Conclusion 

1. 4t the 40th meeting of the Board .of Directors of the Indian 
Refineries Ltd. held on 1!):3.63 (Agenda Item. No. 164.) it was decided 
that H. B. K. Pipeline will have the following capacities. 
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BaTcwni-Haldia Section 

(i) Upto 3 million tonnes of crude oil when required. Qrdi.-
narlly about 5,00,000 tonnes of products from Barauni to. 
Calcutta and Calcutta to Barauni and westwardc;. 

BaTauni-KanpUT Section 

(ii) Upto 1.7 million tonnes of products. 

In the contract concluded subsequently with Saipem on 3l5t 
July 1963 no mention was however made as to the total quantity of 
productslcrude to be transported through the pipeline. However 
after the conclusion of the contract Snam Progetti gave a projed 
design description dated 26·2.64 wherein the scope of the pipeliDe. 
system was indicated as under: 

Hald;4-BQraunl SeClJ(1ft 

Crude Oil : Haldi~-Barauni 

Products: Haldia-Barauni 
Barauni-RuJrllni 

Baraun,-KanplIr sect, on 
Ptoduct 

2 Million tons per pnnum 
3 Mi.Uion tons for future expansion.. 
2,6S,oco tons per annum 

• 2,79"¢oo "" " 

I . 5 minion tons p.a. 

On 27th August 1964, the Bechtel International Corporation inti-
mated the H.B.K. design concepts as under: 

Haldia-Barauni : Crude Oil 
Haldia-B..rauni : Prod .. ct 

1'9 million tons. 
2'] " " 

On 27th November, 1964 the r.evised design concept of the ~ 
r"uni-Kanpur and Barauni..aal4ia system was indicated by BecIateL 
as under: 

HaJdia-Bar~ : Cr:ude Oil 
·Prodttct 

Barauni-Kanpur : Products 

• 1 Million ton 
'0'6 Million ton 
. I • 5 Million l00.s. 

In ~ let~ dated 27.11.64 giving the revised design coanpt 
of the H. B. K. system, Bech~l clearly ~ate thatr.mless I . .B.L. 
advise otherwise. ~ design of the system will be finalised as ~ 
cated above. No reply was apparently sent to ~htel thereby iJJ-
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dicating that I.R.L. accepted the revised design concept given by 
Bechtel. If this stand is cortect, the follOWing capacities only: 

Haldia-Barauni Barauni- Kanpur 

Crude Oil 1 Million ton 
Products 0'6 Million ton 1 . 5 Million tor: s. 
------ . __ ._--- ---

The present installed capacity of the Haldia-Barauni section 
appears to be 1.8 million metric tonnes of crude (or 1.7 million tons) 
which is more than what was contemplated in the last design con-
cept given by Bechtel in their letter of 27.11.1964 and apparently ac-
cepted by the Management. 

In a recent D.O. Letter No. 15(9) 167-OR dated 3.4.ti7 from the 
Deputy Secretary, Min. of Petroleum & Chemicals to the Director-
in-Charge it has been indicated that at present the need of the Haldia 
Barauni pipeline is only for one million t-onnes of imported crude and 
not 2 or 3 million tonnes which was originally envisaged. 

The pipeline now constructed, on the basis of the revised design 
concept given by Becthel in their letter dt. 27.11.64 will therefore be 
able to cater for the present day needs as indicatd in the Ministry's 
tetter dated 3.4.67 indicated above. As a matter of fact, the present 
installed capacity of Haldia-Barauni Section which is 1.8 million ton-
nes of crude, is more than the requirement indicated in the Minis-
try's letter. 

The changes made in the line capacity from time to time after 
the conclusion of the contract do not appear to have the approval of 
the Board of Directors and decision apparently had been taken by 
the local management. However, the installed capacity of the line 
is more than what is now required by Govt. One point will however 
emerge for consideration on account of the change in the original de-
sign concept. If the rates in the original contract (as amended) 
with Saipem were based on a concept of pumping 2 million tonnes 
of crude through Haldia-Barauni section (the contract is sllenton 
this point) any reduction now in the capacity will result in an unin-
tended benefit to the contractor if the entire contract sum is paid to 
them. So far as the material is concerned it will not be difficult to 
ensure whether all the materials listed in the list of materials dt. 
21.4.64 (which forms part of the contract through an amendment to 
Exhibit 'G') have been supplied in full by the contract as per the 
"1)riginal specification. If there be any change in the materials sup-
plied. or in the speciftcction on account of the reduction in the rated 
capacity of the Haldia-Barauni line, proportionate reduction in the 
cost will have to be made. So, far as the payment for work done 
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(Labour etc.) is concerned it is required to be examined by the 
Engineers whether on account of the reduction in the rated capacity 
of the line, there had been any unintended benefit to the contractor 
and if so necessary amendment to the contract reducing the lump 
sum rates may be necessary. 

2. Amendment to Exhibit 'G' of the contract indicates that con-
tractor will supply materials from foreign sources as listed in the list 
of materials dated 21.4.64. While Exhibit 'G' (list of materials) has 
been amended, Part III of the contract giving material specifications 
has not correspondingly been amended as a result the specifications 
provided for various item9 in part III of the contract do not agree 
with those indicated in list of materials which forms part of amend-
ed Exhibit 'G' Part III of the contract therefore requires suitable 
amendment. 

3. The proJect design description dated 26.2.64 which also forms 
part of the contract apparently appears to be not complete and the 
Engineers may like to go into the details. 

4. Sanction of the Government of India does not appear to exist 
for execution of the H.B.K. Project at a cost of approximately 
Rs. 26.42 crores. Sanction only exist for entrusting the work to 
Snam Saipem at a cost of Rs. 11.33 crores. In this connection paras 
16 and 19 may please be seen. 

Sdl- L. S. SUBRAMANIAN, 
Internal Audit Officer, Indian Oil Corporation Limited 

(Pipelines Division). 



APPENDIX V 

(Vide para 3.78) 

Note dated 6-5-1967 of the Directo¥-in-charge, Indian Oil Corpora
tion Limited (Pipelines Division) reo Designed CapQ.city of 

HBK Pipelines (Agenda Item No. Pi2 of 18.5.1967) 

At the 40th meeting of the Board of Directors of the Indian Re-
Aneries Ltd. held on ~e 15th Maroh, 1963, it was decided that the 
HBK Pipeline will have a Nlpacity to pump three-million tonnes of 
crude oil per year from Haldia to Barauni. The 42nd meeting of 
the same Board held on the 5th July, 63 authorised the Managing 
Director to approach the Government for approval to the award of 
the contract of the pipeline to the EN!. The basic design concepts 
for the pipeline were discussed on our behalf by Bechtel with SN~ 
PROGETII and in a letter dated JUly 13, 63 to IRL, Bechtel con-
Srmed that ENI had b~n advised about the pumping of either two 
million tonnes or three million tonnes of crude oil from Haldia to 
Barauni depending on the num~r of pumping stations eventually 
to be decided. The number an4 -capacity of the pumping stations 
was decided thereafter, it being settled that there will be a pump-
ing station at Haldia with two engines of 370 H.P. each with a third 
one of identical power as stand-by, a booster station at Burdwan 
with one engine of 550 HP, a pumping station at Aasansol with two 
engines of 37.0 HP plus a stand-by of equal power. In the "Project 
Design Description" drawn up by SNAM Progetti on 26th Febru-
ary 1964 the same specifications were repeated with the statement 
that with these facilities the Haldia-Barauni pipeline will be able 
to deliver two million tonnes of crude oil per year to Barauni. This 
specification was subsequently confirmed by SNAM Progetti in the 
engineering Drawing No. DIS-GB-0742 which was adopted as a 
has is for the construction of the Haldia-Barauni pipeline. 

2. A Committee of six engineers in the Pipelines Division was 
recently asked to examine these specifications in the light of the 
hydraulic gradient of the Haldia-Barauni pipeline, the specifica-
tion of the pipe and the maximum pressure which can be built up 
by the pump installed. It was found that even with all the pumps 
at Haldia, Burdwan and Asansol working 24 hours a day for 335 
days a year, it is not possible to deliver more than 1,774,800 metric 
tons of Kuwait type of crude to Barauni. If the crude is lighter 
(Uke Agha Jari) the quantity will be even smaller. However, it 
may be pointed out that it is not usual that all the pumps will work 
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all the time and according to SNAM's own design concepts, as fol-
lowed in the pumping stations at Gauhati, Barauni and Mughal-
sarai, one pump at least is always kept as a stand-by and the sta-
tion is assumed to work 800 hours per year. Therefore, under nor-
mal operating conditions, even with 335 X 24 hours pumping, when 
provision for stand-by pumps is kept as would be necessary at Hal-
dia and Asansol, the quantity of crude that -can be delivered at 
Barauni will be less than even 11 million tonnes per year. 

3. This discovery of the shortfall of line capacity means that 
SNAM Progetti has failed in more than one document forming part 
of their contractual obligations to make a correct statement of 
what the pipeline capacity is. Even Bechtel who was closely asso-
ciated on our behalf in the examination of the design and engineer-
ing failed to notice this anomaly. 

4. Government have been advised in general terms of the posi-
tion already, and a further communication will be sent with full de-
tails. 

5. Subject to Board approval, it is proposed that: 

(a) "Final Acceptance" of the Barauni-Haldia 
withheld until SNAM gives us satisfaction 
("Final acceptance" of the Barauni-Kanpur 
given in August 1966); 

pipeline be 
on the point 
section was 

(b) Further payments to SNAM be simultaneously withheld 
till the question be sp.ttled to our satisfa-ction; and 

(c) A suitable compensation, say, Ie per cent of the total con .. 
tract value, be demanded from SNAM as compensation. 

Sdl- S. K. GUHA, 
Director-in-Charge 

May 16, 1967. 

EXTRACT OJ' THE MINUTES OF 'tHE BOARb MEtTING HELD ON 1S-5-I967 

ITEM No. P!2 Designed Capacity 'Of HBI< Pipeline 

The Director-in-Charge (Pipelhies) explain~d the p~sition. , The 
Board approved that final acceptance of the Barauhi-Haldia Pipe-
line be withheld till the matter is settled to our satisiaction. The 
Board also approved furtfier payments to Messrs. Snam be with-
held till the question is settled. 

As regards compensation at the fate ot 10 per cent of tire total 
contract valUe, tne Chairman stigge~ted that th~ Oom~tlsatiOft 
should not be limife<! to 10 per cent, Dutshtluld rover what may b~ 
involved in. our iiot achieving roll c§pa~tty ih'cluding the cost of 
additiot;lal facilities to achieve the desired capacity. 



APPENDIX VI 
(Vide para 3.78) 

Note, dated 25-1-1968 of Chairman, I.O.C. re Amendment Of main. 
contract with Snam-Saipems in July, 1964-Haldia,-Barauni-KanpuT 

Pipelme 

AGENDA LTEM No. Imp-77 ot 3-2-68 meeting. 

A note dated the 13th June, 1967 on the above subject was 
circulated to the Board by the Director-in-Charge (Pipelines Divi-
sion), the burden of which was that the amendment of July, 1964 
to the main contract fol' the construction of H-B-K Pipeline reduce 
the ,'Cope of work of Snam-Saipems considerably, the net effect of 
carrying out that work under the direct responsibility of India 
Refineries Limited resulted in a substantial increase of the original 
estimate, the original design capacity of the line was changed with-
out the proper saonction of the Board and in the result the Amend-
ment appeared to have given considerable advantage to Snam-
Saipems. The note concluded with a recommendation that the lists 
of materials and other documents be immediately examined by an 
independent a.gency in order to ascertain the extent ot the excess. 
On a consideration of the aforementioned note, the Board at its meet-
ing held on the 1st July, decided that the engineers of the Pipelines 
Division should prepare an inventory along with documents so as to 
wrify if the equipment and material supplied by Snam-Saipems have 
been received both in regard to the quantity and quality or perfor-
mance, associating, it necessary, the Accountants of the Pipelines 
Division. As regards the basis of t~ main contract with Snam-
Saipems and the Amendment of July 1964 various aspects of the 
matter were discussed including the question of sanction of the Board 
of the Ministry. The Board, as such, decided that the Chairman 
may go into the entire matter and place his findings before the 
Board or the Ministry. The Board, as such decided that the Chair-
man may go into the enti~ matter and place his findings before the 
Board for further action. 

D (P) was accordingly ~uested to furnish the relevant files. 
documents, etc. on the subject. Discussions were held wit~ him also 
in July, 1967. As a result that it was necessary to certain the views 
of Shri M.V. Rao, who was the Financial Controller pertaining to 
that period in which the main contract of July, 1963 and the Amend-
ment of July. 1964 were executed. On an examination of the rele-
vant fUea Shrl Rao prepared a note giving his views '-COpy enclosed as 
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Annexure-I. This note was sent to D (P) for comments, are con-
tained in Annexure-II. Thereafter, the points made in both the notes 
were discussed by me with Shri Guha and Shri Rao at a meeting on 
the 29th December, 1967 with the help of avadlable records and those 
pOints are dealt with in the following paragraphs. 

3. The first question is whether the original contract envisaged 
any change in the lump-sum price or scope of work, which led to-
the execution of the Amendment of July, 196-4:. In this connection 
Exhibits 'B', "e', 'D' and 'G' indicating the description of various 
jobs and lump-sum prices thereof of the original contract were men-
tioned in discussions. For example, Exhibit 'B' stipulates that "In 
the event of pumping stations ca'pacity and facilities being varied 
hereafter the parties will renegotiate for the fixation of appropriate 
revised prices". Exhibit 'e' also makes exactly a similar stipulation. 
Exhibit 'D' relating to Tank From construction anticipates adjust-
ments in the rates and lump-sum prices should the proportion bet-
ween the Boating roof and the fixed roof tanks change, etc. These 
stipulations indicate that there were provisions for modifications if 
circumstances necessitated the same. 

4. A related question in connection with the above was 
whether the extension of time allowed in the Amendment was justi-
fied or not. For the sake of clarify a comparision <Yf the time scne-
dules as in the original contract and as in the Amendment are indi-
cated below:-

Haidia-Barauni line 
Original contract 

From 1-11-63 to 
3C-6-64 

Am~ndment 

From 1-)-64 to 
28-2-65 

(There is' no change in the case of Barauni-Kanpur Line). The 
above dates indicate that the next extension of time is 4 months 
only after allowing for the postponment of start-up by 4 months. 
Under the contract, it was the responsibility of the I.O.C. to procure 
pipes, to do land acquisition, secure various: permits, etc. These res-
ponsibilities we~ time-consuming. The Rourkela. Steel Plant capa-
city was fully booked and, therefore, 40,000 tonnes had to be impor-
ted from Japan and about 15,000 tonnes subsequently ordered on 
Rourkela. Similarly the pipeline route covering a distance of ac-ut 
750 miles had to be progressively acquired in time. The conse-
quence of failure in the timely availability of any of these two items. 
would have resulted in downtime payment to Snam-Saipem-". 
Although no reasons are given for extension of time in the avail-
able records in the Pipelines Division, in retrospect, one has to consi-
der if it really gave any special benefit to the contractor especially 
as the lengthening of the period of construction usually results in 
higher over~eads and other costs to the Contractor. On the other 
hand, if the Contractor had mustered more man-power and equiP'" 
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meut In order to complete the work within ~e original time sche .. 
ctaJe, the IOC would kave perhaps been in a more vulrietable 
Jlituation in having to discharge contractual responsibilities in time. 

5. Mainline Comtructio1t-Exhibit 'A' 

Owing to the reduction in the &'COpe Bf work under this item, the 
lump-sum price in the original contract worked out at specified 
rates, was reduced by 3,15,270 and $ *,595'. On the eoropletion 
of the line, Snam claimed an extra amount of Rs. 18.73 lakhs on 
acc:o\Ult of the increase in length of the rail bridge crossings over 
tile len,th mentioned in the original contract. lO.C. have hold the 
view that the quantity mentiolled in tee original contract was a 
tJpographieal mistake al'ld, therefore, their claim :is unjustified. 
'This matter has been deaU with separately by the sub-Committee 
of Directors consisting of the Chairman, Shri M.V. Raj wade, Shrl 
R S. Gupta and Shri S. K. Guha whose report is under submission 
to the Board. 

6. Erection of Pump Stations and Terminale-Exhibit 'B' 
The position with regard to pumping stations, delivery facilities 

III the original contract and in the Arnehdment of July, 1964 is indi-
aated below: 

--------------- ._-----
Facility 

Crude Oil Pumping Sets with inlet and outlet mani-
(olds . . . . 

Product Pumping Stations 

Terminale 

DI:liwry Points 

Booster No. II for Crude pumpir.p: 

Original 
Contract 

6 

8 

2 

Am.end-
me;"t of 
July, IS64 

5 

I 

3 

I 

Exhibit 'B' of the original contr~ct include$ the lump-sUBl pri.ces 
of erection of products pump stations and terminale only at a price 
of RI. 24,43,593 plus $ 344,834. There is nO' mention of the CI'\lW! oq 
puIlping sets in Exhibit 'B' as the!t'e sets ~re to be skid m~ted 
for mobility sake allcit therefore, not required for erection. HoW:-
aero Exhibit 'G' rep!'eeentinC tbe Un of materiels and pi'iees. teo be 
"pplied by Snarn-SaiJ*ns inclwies· 6 Nos. of PumpiBg Sets fot' 
crude oil at a price of Bs. 2,88,000.00 plus $. I,OO~404.00. '11le price 
IBebUoned in the Amendment of July, 1964 ror the redueed 
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facilities is Rs. 19.71 lakhs plus $. 293,500. In other words, there 
is a total reduction of Rs. 4,72,593 plus $ 121,334 on erection work. 
The price of 6 Nos, of Crude Oil Pumping Sets is not included 
in the Amendment under revised Exhibit 'G' which replaces Exhi-
bit 'G' in the original contract, which implies tha,t I.O.C. are not 
paying for these sets. The question, therefore, is whether the 
reduction in prices as indicated above is commensurate with the 
reduced erection work included in the Amendment. This is a 
matter on which it is extremely difficult to pass any judgement at 
this point of time. The decision at that time was apparently guided 
by the categorical advice given by Bechtel in writing to the effect 
that they had made a thorough review of the actual erection cost and 
considered the price finally agreed as reasonable. It has to be 
appreciated that Bechtels were appointed as the I.R.L.'s Manageri 
Agents to deal with certain aspects of the design of the pipelinp 
system prepared by Snam-Progetti with a view to effecting economy 
in project cost and to supervise the construction jobs of the pipeline 
and as such the Management had to rely on their jUdgement. In case, 
Bowever, the Board desire to go into this matter further, it will have 
to be a very exhaustive exercise to be undertaken by the Senior 
Engineers and Accountants. 
7. Ci1;il Industrial Works in Pump Station-Exhibit 'C' 

The civil. engineering industrial work included in the original con-
tract is related to the pumping and termina,l facilities discussed in 
the preceding paragraph. The original contract provides for a lump 
sum price of Rs. 40.80 lakhs (including $42,750 in foreign ·exchange). 
The Amendment of July, 1964 excluded all the civil industrial work 
in pump stations, etc. but Snam Saipems was made responsible for 
securing contracts and for supervision at a. fee of Rs. 3 lakhs (includ-
ing $30,000 in foreign exchange). The eventual value of the contracts 
for all the civil works, as indicated in the note of D(P) , oame to 
TIs. 42.42 lakhs which, together with the fee of Rs. 3 lakhs, made a 
total of 45.42 lakhs resulting in an excess expenditure of Rs. 4.62 
lakhs. Exhibit 'C' of the original contract, however, stipulated that 
«in the event of pumping stations being varied hereafter the parties 
will renegotiate for the fixation of the appropriate revised prices" 
Therefore, one may as well take the view that by the time the Am-
endment of July, 1964 was signed, it should have been possible to 
renegotiate for the prices of the work-load imposed on Snam Saipems. 
However, in order to reach a firm conclusion whether the exclusion 
of civil industrial work in pumping stations from Snam's responsi-
bility worked out to the disadvantage of the IOC needs a very ex-
haustive comparison of the items and extent of work contemplated 
in the original contract and the work actually executed by the IOC 
under the supervision of Snam. This comparison could best be made 
only with the detailed working drawings of all civil engineering 
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works at pumping stations, if they were at all available at that time. 
Therefore, here again the considerations advanced in the preceding, 
paragraph equally apply in this case. It has, however, to be kept in 
view that all contracts for these jobs were approved by IOC (1.R.L.) 
before acceptance. 
8. Tank Farm Comtruction-Exhibit 'D' 

Exhibit 'D' of the original contract provided for the construction 
of tank farms of a total capacity of 2,20,850 M3 within a lump sum 
price of Rs. 182.35 lakhs worked out at the rates specifled therein, 
namely, at Rs. 90 cU.m. and Rs. 77 cU.m. (excluding foreign mate-
rials) for floating roof tanks and fixed roof tanks and in the assumed 
proportion of 45 per cent and 55 per cent respectively. 
The Amendment of July, 1964 hcwever, excluded this work 
from Snam's responsibility-they being made responsible 
only for supervision and procurement of contract only in 
respect of 29, 125 cu.m. floating roof and 29: 125 cU.m. for 
cone roo,f tanks for Haldia Pumping Station at a price of 
Rs. 50000 plus $ 10,500. The original contract also provided for the' 
prices and rates being changed proportionately, if the proporation 
between the fixed roof tanks and fioating roof tanks changed. As 
against this, D (P) 's original note of June, 1967 states that the Mar-
keting Division had to spend Rs. 145.55 lakhs for a capacity of 
1,25,650 MR. At the time the original contract was executed the ex-
tent of tankage required at various delivery point had not exactly 
been worked out. In fact, there appeared to be some rethinking in 
this matter, as. could be seen from the fact that the original contract 
provided for a total tankage of 54,250 M3 for the entire Haldia-
Barauni line while at the time of amendment a mention of 52,250 
M~ tankage is being mentioned for erection at Haldia alone. (Half 
floating roof and half cone roof). Tankage at other points would have 
been in addition. Further more, the proportion between the fixed' 
roof tanks and the floating roof tankage at other points would have' 
been in addition. Further move, the proportion between the fixed' 
roof tanks and the floating roof tank alongwith the specifications 
and also other facilities have to be kept in mind when making a 
comparison of costs. 
9. Supply of materials-Exhibit 'G' 

The Exhibit 'G' to the original contract provided for the supply 
of materials by Snam-Saipems to the value of R9. 30,55,744 plus $' 
61,48,188. The Amendment reduced the supply of materials and, 
therefore the cost thereof to Rs. 29,39,167 plus $ 44,10,513 resulting' 
in a saving of Rs. 1,16,57'7 plus $ 17,37,675. The point raised in D (P7's 
note of 13th June, 1967 is that some of the facilities eliminated under 
the Amendment will have to be installed for efficient operation of the· 
line. It is yet to be seen what facilities omitted earlier have been· 



171 

considered necessary and the Board can take a view only when the 
proposals in regard to them are receivf'd. The emphasis at that time 
appeared to be to reduce costs to the extent possible. 
10. Procurement SeT'vices-Exhibit 'H' 

Under the original contract Snam-Saipems was to receive 
Rs. 1,46,688 plus $11,200 for procurement service of various mate-
rials. The Amendment increased these fees to Rs. 1,57,080 plus 
$ 11,920 on account of the addition of cement and tank materials 
(like steel plates, etc.). This matter has already been discussed 
separately with Snam-Saipems in connection with the over-all pay-
ments due to them. Snam Saipems have agreed to afford credit to 
LO.C. on account of procurement services for cement and steel under 
a pre-charge settlemenl 

11. Progress Schedule-Exhibit '1' 

This matter has been dealt with under para-4 above. 
12. Para 3 of D (P)'s note, dated 13th June, 1967 

This para reads as under:-
"The amendments redefined the scope of work to be perform-

ed by the contractors, Messrs. SNAM-Saipem. Th,~ 
materials to be supplied by them were also redefined and 
reduced from the quantities originally agreed upon. The 
amendment also specifically excluded crude unloading 
facilities at Haldia from the responsibilities of the Con-
tractor. Finally the amendment specified Messrs. Bechtel 
as the Owner's representative in the foll'O'Wing terms:-

The duties of Bechtel Asian Corporation within the scope of 
Contractor are as follows: 

In all matters pertaining to the Contract documents and 
construction of the pipeline system Indian Refineries 
will act by and through Bechtel and be represented 
for all purposes of the contract by Bechtel Asian 
Corporation Limited as Manager, Agent and repre-
sentative of Indian Refineries Limited". 

The question of redefining the scope of work and the materials to 
be supplied by Snam-Saipems have already been dealt with in the 
foregoing paragraphs. As regards the statement that the Amend-
ment also specifically excluded crude unloading facilities at Haldia 
from the responsibilities of the contractor, a reference to para 2(c) 
of the General conditions of the original contract stipulates that he 
following is specifically excluded from he contract:-

(a) * * 
(b) • * 
(c) Sea Terminal at Haldia 
(d) * • 



Nowhere else in the original contract have the crude unloading 
facilities been spelt out and the Amendment has merely reiterated 
that these facilities will not be carried out by Snam·Saipems. 

As regards the Bechtel's responsibilities and powers as defined 
in the Amendment, it is a matter of fact. The question whether 
these powers were necessary or liberal has to be viewed in the 
context of the I.RL.'s organisation and capacity at that time to deal 
with a Project of this complexity and magniude and Bechtel's per-
formance in the case of Gauhati-Siliguri Pipeline contract. It is 
needed difficult to judge this question at this point of time. 
13. Conclusion and Procedural aspects 

In the absence of a full record giving pros and cons relating to 
the Amendment one can now only deduce the reasons from a study 
of facts. Shri M. V. Rao, who was the Financial Controller at that 
time, has expressed the view that the intention of the Amendment 
was to put the original contract on a firm and operative basis both 
with regard to the facilities required as well as the schedule of 
construction. Emphasis was also laid on effecting maximum eco-
nomics, more particularly in the foreign exchange expenditure. It 
is al9O' not an unusual feature to introduce amendments in major 
contracts of this nature in the course of implementation especially 
when the precise scope and extent of the work were matters of some 
uncertainty originally. 

The question whether the Board's or Government's approval to 
the Amendment or a mere report to higher authorities about this 
event would have been necessary is again a matter about which 
different views can be taken in the light of the facts alluded to in 
the following sub-paragraphs. 

At its meeting held on the 5th July, 1963, the then Managing 
Director reported to the Board that Government had advised that 
negotiations for executing the project may be undertaken with KN.t 
with the assistance of Bechtel Asian Corporation to advise on cer-
tain doubtful points of designs and specifications. As a result of a 
series of discussions held with E.N.!. and Bechtel, the previous 
estimate of Rs. 29 crores had been brought down to about Rs. 26 
crOi'($. He, therefore, proposed to award a turn·key contract to 
E.N.I. at a total cost of Rs. 13.4 crores which included the supply of 
all the materials and equipment required for the pumping stations, 
etc., but excluded the cost of the pipes and the tele-communications 
system. In the circumstances, the Board authorised the Managing 
Director to approach the Government for approval to the award of 
the ccntract. 

Acco'rdinaly, in his letter dated the 6th July, 1963, addressed to 
the Govern~ent, the Managing Director explained in detail the 
scope of work. supplies and services to be performed by Snam-
Saipem at total cost of Rs. 13.43 crotes, including foreign ex~hange 
of Rs. 6.21 crores. The details of the scope af work as adVISed to 
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Government are contained in Annexure-III to this note for pur-
poses of comparison with the modifications incorporated in the 
Amendment of July, 1964. The letter also mentions that "as regards 
pump station requirements, it has been agreed with Saipem that any 
modifications made hereafter will be followed by a refixation of 
contract costs, which are at present based on Snam Progetti's pro-
posals". In the case of tank farm, the letter mentions that "The 
possibilities of a further reduction is under examination and in the 
event of I.R.L. deciding on a further curtailment, the negotiated 
contract price will also be reduced proportionately". The letter 
further states that "In regard to any matter of design and specifica-
tions, which are currently under re-examination a change in the 
agreed values of the work to be done will be made, should the scope 
of work as presently defined be altered. This is with reference to 
tank farm and pumping stations, in particular". The aforementioned 
quotations provide a good indication of the changes contemplated 
in the scope of work and the contract of 31st July, 1963 was executed 
with Snam-Saipems with Government's approval, in the background 
of the changes contemplated. The Amendment of July, 1964 modi-
fied the scope of work, etc., and reduced the value of the original 
contract, more particularly in foreign exchange. Therefore, one 
may as well take the view that no fresh approval of the Government 
was necessary especially as the Amendment of July, 1964 did not 
result in an upward revision of the value of the Contract as approv-
ed by the Government follOWing the specific authorisation given by 
the Board to the Managing Director. Notwithstanding the above-
mentioned view, a letter No. A (14-39) /64, dated 28th September, 
1964 (i.e., 2 months after the Amendment of July, 1964) was 
addressed to Government stating that "In view of some changes on 
the scope of various construction and import of materials in respect 
of the above-mentioned contract, an Amendment was carried out 
after mutual negotiation with Messrs. Snam Ltd." and therefore 
approval was sought to the issue of an Amendment to the Govern-
ment's earlier guarantee to the reduced foreign exchange. ~ern
ment immediately gave its approval without questioning the pro-
priety of the Amendment of July, 1964 presumably on account of the 
fact that such changes were already mentioned in the Managing 
Director's letter of 6th July, 1963. It is again a question of <me's 
judgement whether a full scale reference to Government should 
have been made or if what was done was adequate. Insofar as the 
remission of this matter to the Board is concerned, it seems that 
no reference has been made to the Board ever since it authorised the 
Managing Director to approach the Government for award of the 
contract to Snam at its meeting held on the 5th July, 1963. 

The above report is submated to 
NEW DELHI; 
Dated 25th January, 1968. 

the Board for considerati<m. 
Sdj- N. K. KASHYAP, 

Chairman. 



APPENDIX vn 
(Vide para 3.78) 

Note of the Sub·Committee of Directors, I.O.C. reo Pumping capacity 
of Haldia-Barauni Pipeline and payment of outstanding clail1~ 
to Snam: 

(Agenda Item No. P/45) 

On a consideration of a note submitted by the Director-in-
Charge, I.O.C. (Pipelines Division) on the subject of "Review of 
payments to Snam Limited", the Board decided at its meeting held 
on the 27th November, 1967 that no payments should be made to 
8nam Limited for the time being and constituted a Sub-Committee 
of Directors consisting of the Chairman, Sarvashri S. K. Guha, M. V. 
Rajwade and R. S. Gupta for:-

(i) a detailed study of the pipeline capacity and report tn 
the Board; and 

(ii) holding discussions without delay with Messrs Snam and 
others and to take action thereafter in the matter at their 
discretion. 

The Sub-Committee after examining the records, held several 
meetings between the 18th and 23rd December, 1967 and the 12.th 
to 24th January 1968 with the delegation of E.N.!. led by Dr. 
Gasparini and with the representative of Bechtel Mr. H. M. 
McCamish from the 12th-18th January 1968. The report of the 
Sub.Committee of Directors is, therefore, being submitted in two 
parts (Annexure-! and II) in pursuance of the resolution reproduc-
ed above. 

NEW DELHI; 
The 25th January. 1968. 

PART I 

Sd/- N. N. KASHYAP, 
Chairman. 

Annexure-l 

Report of the Sub-Committee of the Board on the subject Of 
"Pumping Capacity of Haldia-Barauni Pipeline". 

By their letters dated the 17th and 12th October, 1961 the 
Ministry of Steel, Mines and Fuel entrusted the project for the 
Barauni-Delhi and Barauni-Calcutta product pipelines to Indian 
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Refineries Limited and for the preparation of the project report 
and tender documents for the above pipeline to Messrs Snam 
Progetti respectively. As a result the Managing Director of Indian 
Refineries Limited initiated discussions regarding the requirement 
of pipes as well as the pattern of movement of different products 
through the proposed pipeline. On the 24th August, 1962 the 
Managing Director informed the Board that Messrs Snam Progetti 
had recommended two product pipelines, namely, one 8" line for 
movement of products from Barauni to Rudrani (70 miles from 
Calcutta) and other 8" line from Budge Budge to Asans'O'l for move-
ment of imported products. On the 20th October, 1962 , the Board 
of Directors took note of the information that a 10" line bet-
ween Calcutta and Barauni and a 12" line betweeu. Barauni and 
Kanpur would cost about Rs. 25 crores with provisi{ln of two-way 
flow between Barauni and Calcutta. The Board authorised the 
Managing Director to negotiate with E.N.I. for the construction of 
the work. However, in a subsequent meeting of the Board of 
Directors on the 29th November, 1962 it was stated that as a result 
of the emergency, Government had decided that the Barauni· 
Calcutta and the Barauni-Kanpur pipelines projects should be heJd 
in abeyance. 

2. On the 28th January, 1963 the Board of the I.R.L. was infonn-
ed that on a reappraisal of the oil position on account of 'Emergency", 
Government have decided that the Barauni Refinery should be 
expanded to a capacity of 3 million tonnes per year and that an oil 
pipeline from Haldia/Calcutta to Barauni should be constructed fOT 
transport of crude oil to that refinery. The Board approved that 
the pipeline from Haldia to Barauni for transportation of three 
million tonnes of crude oil per annum should be a dual purpose 
pipeline so as to serve the purpose of product movem'ent also. if 
necessary. At the Board meeting held on the 15th March, 1963 the 
Board noted that a recommendation had been made to Government 
that alongside the Haldia-Barauni Pipeline, a pipeline from Barauni 
to Kanpur should also be taken up for construction and that Gov-
ernment appeared to be in agreement with this view. On this basis, 
the Board was informed that the total pipeline system would he 
capable of transporting the following products:-

Haldia-Barauni section-3 million tonnes of crude oil when 
required; ordinarily about 500,000 tonnes of 
products. 

Baraun:-Kanpur section-1.7 million tonnes {If products. 

3. Finally the Board considered the matter again on t.he 5th July, 
1963 when it was informed that the previous estimate for the Haldia-
Barauni-Kanpur pipeline system of Rs. 23 crores had been brought 
down to Rs. 26 crores. ThE Board agreed that a contract be award-
ed to E.N.I. for the construction of the pipeline and authorised the 
Managing Director to approach the Government for obtaining the 
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approval. Tht: construcfon contract with Snam Saipems was signecf 
on 31st JUlY, 1963 while contracts with Bechtel International 
Limited and Bechtel International Corporation were signed in 
February/Match, 1964 with the dateline of 1st September, 1963 and 
another with the Bechtel Asian Corporation on the 21st June, 1964 
after obtaining necessary approvals from the Government. The 
Board of Directors of I.R.L. did not have any opportunity to discuss. 
this question of capacity and other related issues regarding H-B-K 
pipeline after this meeting. 

The construction contract signed with Snam Saipem on 31st 
July, 1963 did not mention the quantities of various products or 
crude oil to be transported through the pipeline in the preamble. 
However, on page-l of Part-III "Job Description-Construction spe-
cifications-Exhibits" of the same contract it is mentioned that the 
quantities of products and of crude oil to be carried by this system 
are shown in the Enclosure-IS. This document, however, is not 
available in the records of the Pipeline Division. However, on 
page 2 of the Job Description referred to above it is mentioned that 
the scope of Haldia-Barauni pipeline was to transport'--(a) motor 
spirit from Barauni to Rudrani (b) kerosene from Haldia to Barauni 
and (c) crude oil (light Iranian) from Haldia to Barauni. This docu-
ment also mentions that for (c) above, 9 Nos. of crude oil pumping 
sets, in order to run the line in full capacity are to be provided 
along the line at suitable places and where necessary inlet and out-
let manifolds should be installed so that the pumping sets could be 
installed in case of necessity. It was further stated that among the 
materials to be supplied by 8nam Saipem there would be "skid 
mounted" pumping sets for crude oil. 

4. It may be pertinent to mention here that the above contract 
was on the basis of detailed discussions held between Snam and 
Bechtels at Milan in June, 1963. In these discussions the Managing 
Director, I.R.L. also participated part time. Subsequently a cable 
was received on 24th June, 1963 from Snam Saipem seeking certain 
clarifications with regard to the line of approach to be adopted 
about the designs of Snam Progetti (who were entrusted with the 
preparation of the project design), vis-a-vis Bechtels' concepts about 
the designs. To this a reply was sent on 5th June, 1963 by the Manag-
ing Director indicating that "we desire adoption Bechtels' concepts 
agreed by you. In event of disagreement matter may be referred 
to us for deciding further action". A further cable to Snam Pro-
getti was addressed by the Managing Director on 1st July, 1963 
stating that '«Understand from Bechtel discussion held last week 
Milan regarding design concept Barauni Pipelines. In view neces-
sity urgent decision, grateful if you will send us written report on 
subject and give copy simultaneously Bechtel representative for his 
comments to us under advice to you. Please give Bechtel copy of 
this telegram". Accordingly. a letter was addressed by Snam to 
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I.R.L. on 4th July, 1963 with copy to Bechtel indicating the compro-· 
mise formula reached as a result of joint discussion between Bechtel 
and Snam on the design concepts to be adopted for this pipeline .. 
In that letter Snam clarified that "our criteria of calculation are 
more conservative than Bechtels this is the usual European practice 
and we do not see any reason as to why a different safety factor for 
India". The letter further stated that "We fully accept, however,. 
that sacrificing safety factor and flexibility of operations to the eco-
nomic factors Bechtels' concepts are valid and technically sound .. 
... . " Similarly, Bechtel Corporation in their letter dated the 13th 
July, 1963 addressed to I.R.L. reiterated the compromise formula 
indicated in Snam's letter of 4th July, 1963 and confirming that ihere 
are no technical differences in Bechtels' designs and Snam's revised 
designs of 4th July, 1963. The letter further stated that "the basic 
decision reserved for I.R.L. is the judgment of the economic value 
of the additional safety factor and flexibility proposed by Snam". 
The compromise design indicated, amongst other things, the through-
puts of crude oil at 3 million tonnes per year and 2 million tonnes 
per year with an installed H.P. at pumping stations of 8300 HP and 
3000 HP respectively. The construction contract of 31st July, 1963-
however, included, amongst others, the supply of 6 mobile pumping 
sets of 1500 HP each or a total of 9000 HP. This was, however, chang-
ed to 3000 HP in the Amendment of 31st July, 1964 to the construc-
tion contract in order to cater to 2 million tonne capacity only of" 
crude oil. As against this, the installed HP for crude oil movement is 
2760 HP. 

5. The foregoing indicates that the quantity of crude oil to be 
transported from Haldia to Barauni was all along assumed to be· 
3 million tonnes per year upto the signing of the contract of 31st 
July, 1963. However, in the documentation thereafter, 2 million 
tonne is asumed as the capacity required immediately and becomes 
the basis for designs etc. While 3 million tonne was indicated as 
a future target. The Amendment of July 1964 takes 2 million tonne 
as the basis of designs and the construction of the pumping stations. 
The line diameter was, however, on the basis of 3 million tonne 
capacity. As stated earlier, at no time after July 1963 the Board 
had the opportunity to discuss this matter nor was any information 
sent to the Government of India regarding these changes. 

6. At the meeting of the Board of Directors held on the 1st July, 
1967 it was reported that the actual capacity installed on the Haldia-
Barauni pipeline is only about 1.5 million tonnes of clUde oil. The 
Sub-Committee decided to discuss this aspect with MIs Snam and 
M!s. Bechtel as to how there was a shortfall in the capacity even 
f~om 2 million tonnes per year. Then a delegation of representa-
tIves of E.N.I. Group headed by Dr. C. Gaspirini including several 
o~ th~ designers and engineers, who were associated from the begin-
nmg In the design and construction of the pipeline arrived for dis-
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· cussion on the 18th December, 1967. Several meetings were held 
· by the Sub-Committee with this Group jointly and somtime singly 
· between the 18th and 23rd December, 1967. The decisions taken by 
',the E.N.!. Group in brief can be summarised as follows:-

(i) The basic decisions regarding design of the pipeline were 
taken by Bechtel acting on behalf of I.R.L., who had spe-
cifically asked Snam in June 1963 to follow the instruc-
tions of Bechtel. 

(ii) From the beginning, it was the understanding that the 
capacity for transport of crude oil was to be utilised under 
emergency conditions by which it was the understanding 
of the E.N.!. that crude oil would be transported only 
occasionally which meant short periods and it was not 
necessary to provide for the transportation of a given 
quantity of crude oil in course of a full normal year's 
operations. 

(iii) That all basic decisions regarding the design concept were 
based on certain discussions held in Milan in June 1963 
in the presence of the Managing Director of India Refine-
ries Limited who was accompanied by representatives of 
Bechtel Corporation and that all basic decisions were 
taken with the full knowledge of the I.R.L. management. 

7. At this stage, the Sub-Committee felt it necessary to send for 
. a representative of the Bechtel Corporation in order to ascertain 
what exactly were the instructions given, on the one hand by I.R.L. 
to Bechtel and on the other by Bechtel to E.N.I. A cable was sent to 
Bechtel on the 23rd December and a representative of Bechtel final-
ly arrived on the 12th January, 1968 after arrangements had been 
made to make a deposit of Rs. 20,000. Bechtel representative left 
on 18th January, 1968. 

8. At these discussions, the Bechtel representative stated that the 
provision to carry two million tonnes of crude oil per annum was 
conceived as an "Emergency" operation which in the "normal engi-
neering terminology" (as understood by Bechtel) meant its opera-
tion for a short period only. On that basis a certain load lactor 
was established and I.R.L. were advised by Bechtel in their letter 
of 13th July, 1963 about the compromise reached between Bechtel 
and Snam which ultimately formed the basis of the contract conclud-
ed on 31st July. 1963. There were several discussions thereafter 
about the load factor, hydraulic gradient, wall thickness, pumping 
stations, etc., about which Bechtel as Consultant-Managers kept the 
lR.L. duly infonned of all these discussions. The Bechtel represen-
tative also stated that the primary responsibility for design and 
engineering was that of Snam Progetti. and Bechtel's role was onlv 
to advise I.R.L. on these matters without assuming the resoonsibilitY 
for final decisions. • 
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9. The issues which came up in course of discussiQn with the 
E.N.!. delegatiQn and the Bechtel representative were cQvered again 
in several joint meetings and in separate meetings Qf the Sub-cQm-
mittee. In CQurse of these meetings it was established beyQnd 
dQubt that there is a fundamental difference Qf apprQach between 
the understanding Qf "Emergency" Qn the part Qf the GQvernment 
.of India and IRL-IOC Qn the Qne side and that Qf E.N.I. and Bechtel 
on the Qther. It is clear that by emergency it is meant jn India a 
state Qf affairs in which the Barauni Refinery has to' be Qperated 
on full thrQugh-put with impQrted crude Qil as QPposed to' crude Qil 
brQught frQm indigenQus fields; and under these cQnditiQns nO' Qne 
knQws hQW IQng it may be necessary to' Qperate. On the Qther hand 
'bQth E.N.I. and Bechtel maintained that their understanding of the 
"Emergency" all alQng was a shQrt periQd and Qccasional Qperation 
only under emergency CQnditiQns. In Qther wQrds, there is an in-
direct admissiQn by E.N.!. and Bechtel that under nQrmal CQnditiQns 
Qf QperatiQn, with adequate provision fQr maintenance, shut-dQwns 
.due to' variQus causes and nQrmal safety factors as used elsewhere, 
it WQuid nQt be possible to transport two milliQn tQnnes Qf crude 
oil through the pipeline. It can alsO' be stated that the&e cQnditiQns, 
namely maintenance requirements, prQvisiQn fQr shut-dQwn and 
safety factQrs used on the Qther pipelines built in India by E.N.I., 
(and in Qne case designed by Bechtel), prQvided for certain nQrms 
like 760 hours Qf shut-dQwn annually, prQvisiQn of a spare pumping 
set in each station and operating within certain pressure limits lin 
grQunds Qf safety. These factQrs, Qn the admissiQn Qf bQth E.N.!. 
and Bechtel, are completely absent in the case Qf Haldia-Barauni 
pipeline in terms Qf transPQrting even 1.94 milliQn tQnnes Qf Kuwait 
crude Qil which it can dO' to' day if all the pumps are Qperated all the 
year rQund. 

10. In the face Qf this deadlQck in the discussions with E.N.I. and 
Bechtel, the Sub-CQmmittee Qf DirectQrs has cQnsidered the possi-
hility Qf seeking remedy as Qpen to' it under the respective cQntracts. 
In this matter the fQllQwing difficulties have been encQuntered: 

(i) As regards the relative resPQnsibility in the matter Qf 
design as between E.N.!., Bechtel and I.R.L., the PQsitiQn 
is as fQllQws: 

E.N.I. maintain that with the appointment of Bechtel to 
review and monitor designs the final responsibility is 
no longer with them. Bechtel, however, states that the 
primary responsibility fQr engineering design is that Qf 
Snam PrQgetti even thQugh they may have suggested 
certain mQdificatiQns. Bechtel CQntract states that: 

"BIC shall perfQrm Qn behalf Qf and to the extent authQ-
rised by Owner, directly or through technical person-
nel in the regular established Qffices and field Qffices 
Qf its affiliated companies in the United States Qf 
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America technical consulting services and assistance 
in connection with performance under the Snam con-
tracts of engineering design and procurement for the 
HBK Project. Such services will include review of 
design concepts and progress, monitoring of procure-
ment procedures and progress and services necessary 
in the planning and coordination of the Project" ..... 

"Under the Snam Contracts, primary responsibility for 
engineering design, material procurement, construc-
tion, completion and start up of the HBK project is 
that of Snam Progetti or Snam Saipem, Bechtel hav-
ing no such responsibility except as expressly provid-
ed herein." 

In so far as the I.R.L. is concerned, complete reliance was; 
placed on Bechtel in the matter of design and other tech-
nical matters as they were the advisers, consultants and 
Project Managers. Bechtel claimed that at every step· 
I.R.L.'s approval was obtained. 

(ii) The basic design decisions, namely capacity, saIety fac-
tors, etc., are alleged by both Bechtel and E.N.!. to havEt 
been taken with the full knowledge of the I.R.L. manage-
ment in 1963. Documentation in this case has been stu-
died and it reveals that the compromise formula jointly 
recommended by BechtellSnam and to which I.R.L.'s ap-
proval was obtained provided for a safety factor of 1.76 
whereas the final design secures a through-put of 1.94 
million tonnes of Kuwait crude on a lower safety factor of 
1.54 (and operation round the clock throughout the year). 
However, in the amendment made in the Agreement in 
July, 1964 safety factor is not mentioned but the calcula-
tions are on the basis of 1.54 safety factor. Snam have also' 
produced a letter dated 26th September, 1963 from Bech-
tel to I.R.L. pointing out that the selection of this location 
(i.e. the location of the Asansol Pump Station) would, 
however, cause a decrease of 195,000 metric tonne per year-
in the actual maximum capacity obtainable from the pre-
sently proposed facilities of 1,900,000 metric tonnes per-
year. It, however, appears that at no stage Bechtel or 
Snam advised I.R.L. in writing about their concept of 
"Emergency." 

(iii) The fact remains that Bechtel were introduced to E.N.I., 
the spokesman of I.R.L. in matters of design. However, 
in the contracts with Bechtel for the consultancy-manage-
ment services for this pipeline, there is no provision for 
any penalty in case of any default on their part. There 
is, however provision for arbitration in London under the 



the London Chamber of Commerce. Furthermore, Bech-
tels appear to have covered themselves in the matter of all 
suplementary contract documents advising I.R.L. in writ-
ing of the action they were taking. 

(iv) The primary design was done by Snam Progetti of the 
E.N.!. Group by an agreement arrived at through an ex-
change of leters in November, 1961. This document also 
does not provide for any penalty for any lapse by Snam 
Progetti or for arbitration. In vew of the above difficul-
ties, it is for consideration whether a recourse to arbitra-
tion will yield the desired results. 

11. The question regarding the remedial measures which may cor-
Teet the deficiency has also been discussed in passing with the E.N.1. 
-delegation and the Bechtel representative. They have claimed that 
the deficiency (in terms of 2 million tonnes of capacity) can be made 
good at little cost, and the Bechtel representative has casually men-
tioned a figure of $200,000. The problem has been studied very 
quickly by the engi-neers of the Pipelines Division and they report 
the following: 

(a) With the presently installed capacity and within the 
to pump annually 1: 709 million tonnes of Light Iranian 
to pump annually 1.709 million tonnes of Light Iranian 
crude annually with 8,000 operating hours. Should, how-
ever, the calculation be made without the normal 760 
hours of shut-down in a year, the figure will increase to 
1. 870 million tonnes. 

·(b) The deficiency can be made good and the transport of 2 
million tonnes of Light Iranian crude oil ensured by the 
following measures, under normal 'operating conditions 
and normal safety factors: 

(i) Establishment of two new pumping stations at locations 
between Haldia and Baradabar on one side, and bet-
ween Asansol and Barauni 'On the other; 

(ii) Provision of standby mainline engine and pumps at Hal-
dia and Burdwan. 

(iii) Certain readjustments in the location of pumping cana-
city as between Haldia and Asansol. 

The cost of the above modifications has to be estimated care-
fully, but prima facie it can be stated that this will be in 
excess of $200,000 mentioned by Bechtel. All pumping 
units will have to be imported. ~ .~ 

12. Since both the sides could not agree as to the responsibility 
for making up the deficiency in the design, Snam, who had earlier 
insisted on JOC dropping this issue, agreed to delink it from the 



package deal, as contained in Part-II of the Sub-Committee's report 
10 as to have further time to prove their stand. In the meantime 
IOC can further go into its own documents and obtain expert anci 
legal advice. This will also enable the rectification of the corrosion 
in line in Haldia area in time. 

(Sd./- N. N. Kashyap) 
Chairman 

(Sd./ - R. S. Gupta) 
Director 

(Sd./ - M. V. Rajwade) 
Director 

(Sd.l- S. K. Guha} 
Director 

P.S.-This Report was approved by the Sub-Committee of 
Directors consisting of the Chairman, Shri M. V. Rruwade 
and Shri S. K. Guha at its meeting held on the 25th Janu-
ary, 1968. Shri R. S. Gupta, who is also a Member of this 
Sub-Committee, eQuId not, however, be present at this-
meeting owing to previous engagement elsewhere. This 
Report, however, has been subsequently seen and signed 
by him. 

NEW DELHI; 

The 25th January, 1968. 



APPENDIX VIII 

(Vide pa~a 7.7) 

Copy of Ministry of Petroleum & Chemicals letter No. 31162!63--
ONG dated 8th April, 1964, from Shri B. Subba Rao, Under Secretary,. 
addressed to the Secretary to the Govt. of West Bengal COmmerce 
and Industries Development, Calcutta, regarding laying of the Hal
dia-Barauni pipeline through Ranigang Coalfield. 

I am diretced to refer to your letter No. 3174-Mines dated the 20th 
September, 1963 in which you have forwarded a letter from the Min-
ing Adviser to the Government of West Bengal to the Competent 
Authority, enumerating certain objections to the laying of petroleum 
pipelines on Raniganj Coalfield. 

2. These technical objections have been carefully considered by 
Our pipeline experts who are satisfied that there is no danger to the 
pipeline even if it is laid in the coal bearing area where the first 
working has been done and where coal is standing on pillars. Some 
subsidence may, of course, occur as a result of depollaring operations, 
but the pipeline will be able to adjust itself to the subsidence that 
normally occurs in such areas. These experts are also pipe rupture 
arising on this account and causing any damage to the coalfields. 

3. In view of the above, there need be no apprehension in any 
quarter regarding the safety of coal mines as a result of laying of 
the petroleum pipeline. However, if any safety or protective mea-· 
sures are required for the safety of the pipeline, the same will be· 
adequately provided for at the cost of the pipeline authority. The 
same authority shall also make proviSions for such measures as may 
be necessary to prevent the pipeline from causing fire or other dam-
age to the coal properties over which it passes. Incidentally, you 
may kindly refer to the discussions which Shri M. Gopal Menon,. 
General Manager, Pipelines Project, had with the Secretary to the· 
West Bengal Government, Commerce and Industries Department on 
the 17th December, 1963 when the Mining Adviser to the State Gov-
ernment was also present. It is learnt that the State Government. 
were satisfied regarding the explanations given to them. 

4. In the circumstances explained above the competent authonty· 
h.as been instructed to proceed expeditiously with the acquisition of 
rIght of user in the land. This letter issues with the concurrence or 
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·the Department of Mines "Metals, Ministry of Steel Mines and 
Heavy Engineering. 

Copy to:-

1. Mis. Bechtel Asian Corporation Ltd., New Delhi (Attention: 
Mr .. H. M. McCamish). 

2. MIs. Bechtel Asian Corporation (Att: Mr. Hoeffort), Cal-
cutta. 



APPENDIX IX 
(Vide para 7.22) 

Findings of the Investigating Committee 
CONCLUSION 

Considering all aspects of the problem the Committee has come 
to the conclusion that laying of the pipeline in the present a:lignment 
through the coal field area has not been a happy choice. In its wake 
it has brought up a number of problems which have to be faced by 
Indian Oil Corpore.tion throughout the life of the pipeline at a heavy 
recurring cost. It will have to maintain a constant vigilance over 
the pipeline with a speciai squad sufficiently equipped with men 
:and materials for the purpose. Even then Indian ,Oil Corporation 
would not at any time be free from constant anxiety regarding their 
pipeline and the fear of affecting the mines. However, in view of 
the fact that laying of the pipeline is a "fait accompli" and it is in 
commission the Committee has recommended certain preventive and 
palliative measures in general. Considering that the pipeline is of 
national importance, the Committee on'ly hopes that the mine man-
agements will give a little more enlightened consideration while 
-extracting coal in the dose vicinity of the pipeline. 

RECOMMENDATIONS 

In view of what has been stated earlier in the report the Com: 
mittee makes the following recommendations:-

(a) A portion of the pipeline over a length of approximately 
12,400 ft. (3.780m) should be diverted, new diversions 
would add up to 37,000 ft. (11,280 m). 

(b) Vigilance to be exercised by Indian Oil Corporation Limi-
ted should be exercised by Indian Oil Corporation Limited 
should be intensified by having 24 hours maintenance gang 
stationed at Asansol with proper enuipment. 

(c) Pipeline valves should be instal'led at intervals of not 
more than 7 Km. from Asansol eastward and 8 Km. to the 
west of Asansol and, as soon as practicable, arrangements 
should be made to control the valves electronically. Indian 
Ofl Corporation Ltd. should contact Mis. Bharat Electro-
nic and other similar institutions for indigenous manufac. 
ture of such items. The Committee does not recommend 
any expenditure of foreign exchange on this account. 

1155 (Aii) LS-13. 
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(d) Temporary diversions of the pipeline may be made in con-

sultation with the Director General of Mines Safety in 
the case of working quarries of underground workings in 
special cases. . 

(e) It is considered necessary that Indian Oil Corporation 
should have prior intimation of development of workings 
or extraction of pillars within 45 m. and below the pipe-. 
line. For this purpose Indian Oil Corporation should 
make a workable arrangement with Director General of 
Mines Safety. 

(f) To offer better protection to the pipeline by reducing the-
load over it before final extraction of coal is started below 
any portion of the pipeline, the earth cover should be re-
moved and if necessary, it may be kept covered by not 
more than 1 ft. of coarse sand. Particular vigilance f>hould 
be maintained over such portion by IOC and if at any 
time any damage to the pipeline is noticed or suspected 
the respective mine management and Directorate General 
of Mines Safety should be informed forthwith. 

(g) Panel barriers should be formed by the mining companies 
beneath the pipeline wherever practicable so as to afford 
protection to it without incurring extra blockage of coal. 
Indian Oil Corporation may take this question up "yith 
Director General of Mines Safety for giving effect to this 
recommendation. In virgin areas, normal development as 
provided for in the Coal Mines Regulations of 1957 may 
be allowed in the panel barrier to be left for the protec-
tion of the pipeline. 

(h) In view of the importance of Asansol Pumping Station, 
even development of coal has not been recommended main-
ly as a precautions against fire creeping into the develop-
ed area under the Pumping Station thus jeopardizing· its 
stability where highly sensitive instruments and machin-
ery are located. 

(i) No restriction on total extraction of coal below the pipe-
line is recommended where such extraction is not likely 
to cause subsidence of the ground to more than the safe-
span and safe sag. Due to several variable factors it has 
not been possib'le to specify an exact depth and seam thick-
ness vis-a-vis the nature of overburden strate but it is de-
sirable to deal with each case on its merits as detailed in 
the calculations given in Annexure Vll. 
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(j) At comparatively higher depth of cover, danger to the 
pipeline due to a fire in extracted are a need n'Ot be taken 
into account. However, all surface cracks within 25 ft. 
(7 m.) of the pipeline on either side should be promptly 
filed in with earth. 

(k) In 'Order to reduce the depth of subsidence, oniy 'One seam 
should be extracted at a time of caving and the extraction 
should be conducted from t'OP-downward as far as practi-
cable. 

(1) Where stowing arrangements are available, extraction of 
coal below the pipeline should be done in conjunction with 
stowing. The Committee does not recommend installation 
of stowing arrangements merely for extraction of coal be-
low the pipeline. 

(m) At comparatively shallow depth 'Of cover where subsid-
ence may affect the pipeline a 56 ft. width of coal belt is 
recommended to be left for its protecti'On. However, nor-
mal statutory devel'Opment may be made in this belt. 

(n) In order to achieve a controlled and gradual subsidence of 
the ground, extraction of coal by longwell system of min-
ing wherever practicable is recommended. 

(0) The behaviour of the pipeline, in order to determine its 
maximum safe span and sag between two points of sup-
port, should be further examined by a competent autho-
rity. 
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2.29 The Committee find that there were three 
to reasons mentioned at the meeting of the Board 

2.33 of Directors of Indian Refineries Ltd. of 3rd July, 
1961, for preferring Bechtels to ENI of Italy 
and John Brown of U.K., for the preparation of 
the Project Report. 

First that Bechtels had worked in the area in 
1955. Secondly that Bechtels would prepare the 
Project Report in about 4 to 6 weeks and finally 
they might be able to "persuade the World Bank 
or other agencies in the USA on .the question of 
financing the foreign exchange component of the 
Project". The Board of Directors had, however, 
clearly directed that Bechtels might be entrusted 
with the work "if the ENI credit is not forthcom-
ing." 

The Committee would, therefore, like to take 
up first the non-availability of ENI credit. The 
Minutes of the meeting of the Board of Directors 
held on 10th October, 1961, show that the Manag. 
ing Director reported that "from his discussions 
with the Government, we understood that credit 
from ENI for this study and Project is not avail· 
able." 

In this connection, the Committee would like 
to recall that the agreement with the EN! for 
foreign credit was concluded by the Government 
of India in August 1961, and it was Government's 
intention to utilise it for Pipeline Project also. 
It stands to reason that if the credit was avail-
able for the Project costing over Rs. 6 crores as -- ..•. ---- ... _--- ----_._----
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a whole, it should have been possible to accom-
modate an expenditure of a few lakhs which 
would have been incurred on the preparation of 
the Project Report. 

Further, it was obviously in the interest of 
8nam 8aipem (belo]Jging to ENI Group) to pre-
pare the Project Report, which would have great-
ly facilitated the execution of the Project by 
them. 

Even if for the sake of argument, it is assum-
ed that ENI credit was not available for prepara-
tion of the Project Report, the Committee are un-
able to understand how Bechtels could be singled 
out for being entrusted with this work, specially 
when it is on record in the Minutes of the meet-
ing of the Board of Directors of 3rd July, 1961, 
that "there were three parties in view namely 
ENI of Italy, Bechtels Corporation of the USA 
and John Brown of UK." If ENI credit was not 
available, it only meant that ENI might not be 
given the projects straightway in preference to 
others; but how could it be construed as doing 
away with the. need for calling of offers from ex-
perienced undertakings of national and interna-
tional standing which were evincing keen inter-
est in the Project? 

The Committee are not inclined to give much 
weight to the experience claimed by Bechtels as 
it related to 1955 (6 years earlier) .. If experience 
was the criteria, the Committee could understand 
the work of preparation of the Project Report 
being entrusted to B.O.C., who had earlier pre-
pared preliminary Project Report for this Pipe-
line and were actively associated about this time 
as technical supervisors with a bigger pipeline 
project for carrying crude oil from Naharkatiya 
to Barauni, and who had also experience of deal-
ing with 8nam, the contractors who were ulti-
mately entrusted with the execution Of the Pro-
ject. 

Another advantage claimed for Bechtels is 
that they would "Prepare a Report in about 4 to 

------------
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6 weeks." The Committee are not able to attach 
much importance to this claim as in actual fact 
the time taken for concluding the agreement with 
Bechtels for preparing the Project Report after 
their name was first mooted in the Board meeting 
of 3rd July, 1961, amounte.d to nearly 5 months 
(the agreement was concluded only in December, 
1961). 

As regards the. claim that Bechtels might be 
able to "persuade the World Bank or other agen-
cies in the USA on the question of financing of 
the foreign exchange component of the Project", 
the Committee need only point out that in actual 
fact the Corporation I Government decided not to 
call for global tenders, and entrusted the Project 
to Snam Saipem (belonging to ENI group) to be 
financed from ENI credit, agreement for which 
had already been concluded in August, 1961 i.e. 

four months before Bechtels were formally com-
missioned for the Project Report. 

The Committee are unable to accept that ENI 
credit was not available for the Project study in 
October, 1961, for they find that Government had 
informed the Indian Refineries Ltd. on 17th Octo-
ber, 1961, that the Project Report for Barauni-
Calcutta, Barauni-Delhi a bigger pipeline had 
been entrusted to Snam Progetti (belonging to 
EN! group). If, therefore, the Project study of 
a bigger pipeline project could be entrusted to 
Snam Progetti (belonging to EN! group) by Gov-
ernment at that time October, 1961 the Commit-
tee are unable to understand how Indian Refiner-
ies Ltd.IGovernment could persuade themselves 
to entrust the Project study of Gauhati-Siliguri 
pipeline to Bechtels to the exclusion of others. As 
the induction of Bechtels in the pipeline project 
on unfounded grounds has led to several compli-
~ations later in this and Haldia-Barauni-Kanpur 
pipeline project, the Committee cannot but take 
a grave view of this failure of IRLIGovernment 
to nip the mischief in the bud. 
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The Committee are even more puzzled by the 
decision of IRLjGovernment to appoint Bechtels 
as design engineers and over-all supervisors for 
this pipeline and pay Bechtels as much as Rs. 51.26 
lakhs in rupees (Includes Rs. 22.48 lakhs as In-
come Tax liability) and 2.86 lakhs dollars 
(Rs. 13.63 lakhs). 

The Committee note that one of the Directors 
of IRL had pointed out at the Board meeting held 
on 28th May, 1962, that "it might be useful to call 
for tenders for engineering and management ser-
vices in order to verify the reasonableness of the 
offer made by Bechtel Corporation." The Com-
mittee are unable to appreciate how this reason-
able proposition was talked out of hand on the 
ground that "Bechtel Corporation's offer compar-
ed quite favourably with similar jobs executed 
elsewhere and offers received for other jobs", 
and "the calling of tenders at that stage would 
merely delay the Project". It is also on record 
that the Board noted "this clatification" and ob-
served that "a decision had already been taken 
by the Sub-committee. of Directors empowered 
to deal with the matter." 

The Committee are unable to appreciate how 
the Board of Directors could allow an issue which 
involved payment of nearly half a crore-of rupees 
to be peremptorily taken out of their purview 
and considered judgement merely because they 
had aske.d a Sub-committee of their own Direc-
tors to go into the matter. 

The Committee are batHed how a part of a 
directing body could dictate in this manner to the 
parent body to the detriment of public interest. 

Moreover, the claim that the offer of Bechtels 
"compared quite favourably with sinnIar jobs 
executed elsewhere and offers received for other 
jobs" h open to question. It is on record that 
BOC pipelines fees for Naharkatiya-Baraunf 
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pipeline amounted to about 7 per cent of the 
capital cost. At the relevant time, the estimate 
of capital cost of Gauhati-Siliguri pipeline was 
Rs. 6 crores while. the amount paid to Bechtels 
has worked out to Rs. 51.26 lakhs in rupees (In-
cludes Rs. 22.48 lakhs as Income Tax liability) 
and 2.86 l8khs in dollars (Rs. 13.63 lakhs) which 
would work out to 10.81 per cent, a much higher 
percentage than 7 per cent. 

The Committee would also like to point out 
that Government sanction (vide letter No. 31161 
62-0NG dated the 5th October, 1962) was for the 
IRL proposal to entrust Bechtels with "the design 
engineering and the management of the Project'" 
at a total cost of Rs. 41.20 lakhs including foreign 
exchange cost of Rs. 18.21 lakhs." The Commit-
tee would like Government to verify whether 
payment in excess of their sanction was made, 
and if so, by whom and on what authority, and 
fix responsibility for the lapse. 

2.41 To conclude, the Committee are not able to· 
to appreciate the Teasons why Indian Refineries 

2.42 Ltd./Govemment did not invite offers for under-
taking engineering and spervision work from 
several well-known experienced parties of natio-
nal and international standing before favouring 
Bechtels with the assignments on rates which 
proved to be far from competitive and without 
any commensurate benefit. 

The Committee are also not able to appreciate· 
why Indian Refineries Ltd./Govemment did not 
call for global tenders for execution of the Pro-
ject specially when the EN! credit which was 
ultimately availed of for the. Project contained 
a specific provision to the effect that IRL could 
"advertise and invite global tenders". While the 
Committee appreciate that Snam Saipem had' 
the. experience and knowledge of terrain, it would 
not have been unreasonable to expect that Snam 
Saipem would have offered even more competi-
tive rates to gain the new contract in the face of 
kee!} competition by firms of national and inter-
national standing who were ope.nly evincing keen 

... __ .. _---._- ----
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interest in the work. The Committee need hardly 
point out that ENI group of companies had al-
ready their machinery, equipment and men in 
the country for execution of the Naharkatiya-
Barauni crude pipeline and it was obviously in 
their interest to gain another pipeline contract. 

The Committee are of the view that had global 
tenders been invited nothing would have been 
lost, while there is every reason to believe that 
IRL would ha'.'e considerably gained by inducing 
the firms to give most competitive offers in res-
pec~ of cost and accommodation for. foreign ex-
change comp~nent of the Projec~. 

Whi12 the Committee can understand Snam 
Progetti being entrusted with the work of prepa-
ration of Preliminary Proje.ct Report, they are 
puzzled by the acceptance of Indian Refineries-
Limited/Government of the offer of Snam Pro-
getti to prepare the Executive Project Report~ 
without first taking a firm decision on the feasi-
bility of the pipelines and their alignments hav-
ing regard to the economics of operation and 
other relevant factors. The Committee cannot 
appreciate the plea that it was done in the inter~ 
e3t of saving one working season for the execu-
tion of the Project was taken up in actual fact 
only in March, 1964, that is after more than 18 
months of commissioning Snam Progetti for the 
preparation of the Executive Project Report. 
The plea, therefore, is entirely untenable and un-
acceptable to the Committee and they deprecate 
the illusion of urgency which was created for 
telescoping the two distinct stages of preparing 
a Preliminary Project Report and Detailed Pro-
ject Report to facilitate the I.R.L./Government 
to take rational decisions. 

The Committee also find that the Government 
consulted the Indian Institute of Petroleum, 
Dehra Dun, and other Indian experts, about the 
general alignments and terminal points for the 
pipeline, only in 1962 and decided in 1962 that the 
pipeline should be laid only betwe-en Haldia-
Barauni and Barauni-Kanpur. The Committee 

----------- -------_._----------_. __ ._-- -
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feel compelled to observe that had Government 
taken the elementary precaution of settling the 
terminal points and general aligrunent of the 
pipeline in consultation with the Indian InstitutEt 
of Petrole.um, Dehra Dun, economists and other 
experts in the field, they would have saved both 
money and time by 'indicating clearly the require-
ments to the foreign company. The Committee 
would like Government to take remedial mea-
sures to ensure that such costly lapses which 
affect the very basis of planning and have gravE:" 
financial and economic implications, do not recur. 

3.66 The Committee are not able to appreciate 
why it was necessary to bring Bechtels on to the 
scene when they had already commissioned Snam 
Progetti both for the preliminary Project Report 
and the Executive Project Report. 

3.67 As regards the plea that it was found pos-
sible to effect a saving of nearly Rs. 3 crores by 
associating Bechtels in finaliSing the design and 
spedUications for I.R.L., the Committee would 
like to quote the considered view of the Director 
incharge of Indian Oil Corporation who has gone 
on record on 13th June, 1967 to the following 
effect: 

"The advice given by Bechtels appears to 
have been based on false premises be-
cause an e.conomy brought about by 
reducing capacity and by eliminating 
various facilities . . . . . . . is not a 
real economy, but an illusory one." 

3.69 It is eVident from the above that the agree-
to ment with Bechtels for payment is not related to 

3.75 the progress of the work. instead it was made 
time-bound, with the result that Bechtels manag-
ed to clear the scene after drawing more than a 
crore of rupees as fees and charges while the 
project was still in midstream as it was complet-
ed only in August, 1966 and commissioned on 
26th September, 1966 . 

. -... -- --------------------
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It would be pertinent in this connection to 
recall that while agreement with Bechtels as 
design monitors and project managers was con-
cluded only in Marchi April, 1964, the Indian Re-
fineries Ltd. had started making payments to 
them as early as December 1963 without waiting 
for Government's approval to the agreement on 
the plea "work done, payment made". The Com-
mittee would have very much appreciated if the 
hypothesis had been applied by Government to 
ensure that payment was only made after the 
work was completed. The Committe.e cannot 
help the conclusion that the Indian Refineries 
Ltd. showed more concern for Bechtels interests 
than for the project and in fact so arranged the 
events that Bechtels became a reality as design 
monitors and project managers even before the 
approval of Government had been taken thereto. 

The Committee are also not convinced that 
the Pipeline Division of I.O.C. who looked after 
the crucial phase of completion and commission-
ing of the pipeline project after Bechtels cleared. 
off the scene on 30th June, 1965 and could not 
be entrusted with the responsibility of project 
managers and design managers from the very 
inception. 

The Committee have dealt at length with the 
role of Bechtels in advising Indian Refineries 
Ltd. to stick to the alignment of the pipelines 
through coal-fields in Chapter VII from which it 
would be seen that Bechtels shifte.d their ground 
in crucial matters of alignment more than once. 

Later in this Chapter the Committee have 
pointed out how the actual throughput capacity 
of Haldia-Barauni pipeline for pumping crude oil 
has been found to be even less than 1.5 million 
tonnes, as compared to Government's intention 
of building a pipeline with 3 million tonnes capa-
city to match the plans for experuion of Barauni 
to 3 million tonnes by 1966. It is also on record 
that certain portions of the pipelines were found 
to have corroded necessitating replacement at 

---------_ .. -- - - .---.. ------------ ---_ .. _--
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the cost of Snam (Estimated Ro;. 15 lakhs) and' 
I.O.C. about 4 lakhs. 

The above inc;tances are indkative of the-
failure of Bechtels to discharge faithfully their-
responsibilities as design monitors and Project 
Managers. 

The Committee are convinced that the. favour-
ed treatment meted out to Bechtels and the un-
usual provisions in the Agreement made with 
them could not have been possible without the 
knowledge of the Undertaking and the Govern-
ment both of whom should be held to account for 
the serious lapses to safeguard public interest. 

The Committee find that the Managing Di-
rector of Indian Refineries Ltd., in his letter of-
5th April, 1963, had informed Government. 
inter-alia that: "The 9 firms addressed, includ-
ing ENI-there are two each from USA, UK and 
France and one each from Italy, West Germany 
and Japan-have all expressed their keen in-
terest in the work and have also stated that they 
expect to be able to offer credit for the foreign, 
exchange cost involved." 

The Committee are, therefore, greatly sur-
prised to find that the Managing Director in a 
subsequent letter of 6th July, 1963, addressed' 
to the Secretary, Ministry of Mines & Metals, 
stated inter-alia "The execution of the project: 
may be settled by negotiation with the con-
cerned ENI company. an earlier decision to in-
vite tenders from a number of selected compa-
nies being given up, mainly because of the pro-
bable difficulty of finding the foreign exchange-
involved. and also because of the likely delay 
in execution." The Committee are not able to· 
appreciate how the difficulty of foreign ex-
change could be made an alibi for not calling-
for global tenders when it is on record that out 
of the 9 firms including EN! addressed bv' 
Indian Refineries Ltd., two each from the USA, 
'UK and France and one each from West Ger-
many and Japan, had all expressed their keeDl 
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interest in the work and also indicated that 
foreign exchange credit for the cost involved 
could be offered. It would also be recalled that 
the ENI credit itself contained a clause that 
global tenders by advertisement could be in-· 
vited. The Committee are baffied with the 
manner in which the Managing Director revers-
ed the earlier indication of going in for global 
tenders in his letter of 5th April, 1963 to Gov-
ernment by making all manner of assumptions 
in his latter letter of 6th July, 1963, of foreign 
exchange difficulties. It i~, difficult to believe 
how the foreign exchange difficulties got ac-
centuated during the brief period of thre@ 
months to such an extent that even calling of 
global tenders linked with accommodation for 
foreign exchange component could be arbitt'r-
arily ruled out. If Government had made full 
use of the enabling provision in the ENI cre-
dit, they could have induced ENI group of firms 
to improve their terms, as they already had 
their machinery, equipment and men in India 
for execution of the pipeline project about this 
time between Gauhati and Siliguri. The global 
tender would have had the additional benefit of. 
giving the Government an opportunity to test 
the offer of EN! against technological develop-
ments in the field all over the World and it is 
quite possible that the shortcomings, particular-
ly in the capacity and alignment which carne to 
mar the Project at a later date would have been 
avoided. The Committee would like Govern-
ment to fully investigate the circumstances 
under which IRL and Government allowed 
themselves to be persuaded to hand over the 
construction contract to Snam-Saipem exclU-
SIvely without putting it to sure and practical 
test of global tenders. 

The Committee find that while most of the 
issues have been identified, the conclusions 
reached cannot command unquestioned accept. 
ance, as, in the first place, these were inquired 

into either by Chairman, IOC, or a Committee 
of the Directors of IOC who cannot, in the na-
ture of things, be expected to probe, without 
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reservations, into the action of the then Manag-
ing Director of Indian R\efineries Ltd., as he-
was occupying at the time of inquiry by ICC the-
strategic position of Secretary of the Ministry 
of Petroleum and Chemicals, and under whose-
administrative control IOC fell. 

Moreover, the Sub-Committee of four Direc-
tors of IOC (one of whom was later replaced on· 
his transfer by another Director) who made in-
quiries into the matter included some high-
ranking officers of ICC two of whom were ear-
lier directly connected with the matter at the 
relevant time as Joint Secretary, etc., in the ad-
mhistrative Ministry of Mines & Fuel. 

Further, some of the conclusiOns reached 
naturally are far from conclusive and appear 
more like a possible hypothesis to save the 
trouble of a detailed and searching inquiry. 

The Committee are constrained to say that 
while issues are posed, the problem is not faced 
squarely as evidenced in the first case from the 
observation "it will have to be a very exhaus-
tive exercise to be undertaken by the senior 
engineers and accountants", and in the second 
case in respect of the cost of modification for 
reaching 2 million tonnes pipeline capacity-
that it would have "to be estimated carefully, 
but prima facie it may be stated that this will 
be in excess of $200,000 mentioned by Bechtel. 
All pumping units will have to be imported." 

The Committee take a very serious view of 
the fact that the important records of ffiL, par-
ticularly the Enclosure 18 of Part II-'Job Des-
cription', etc.-and papers indicating the stages 
of processing of contract documents at the 
various levels of management, are not available 
and are reported to be missing. The loss of 
such vital documents cannot be treated with 
complacency. What amazes the Committee 
most is that "no record was kept of those dis-
cusions at various stages" which led to the 
"ftnalisation of contractual matters". All this is 
sought to be justified on the ground that the 
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work was handled on a "war footing". The 'cOIll-
mittee are unable to accept this plea, as they 
consider it the first and foremost duty of those 
who are handling important negotiations in~ 
volving crores of rupees to maintain faithfully 
contemporaneous records of the negotiations so 
that these can be suitably drawn' upon for set-
tling details of the agreement and for informing 
the Board of ManagementlGovernment of the 
nuances of the various clauses of agreement and 
how maximum advantage has been secured for 
the Public Undertaking and every care exercis-
ed to safeguard public interest. The Commit-
tee cannot resist the impreSSion that the nego-
tiations were not carrie~ out with diligence or 
care; otherwise how else can the defective na-
ture of agreements with foreign companies be 
explained. 

Moreover, the procedure of dealing with 
such matters on a war footing has given nei-
ther results in the matter of expeditious com-
pletion of the pipeline (it was delayed in com-
missioning by more than 18 months), nor achiev-
ed the objective underlying its construction in as 
much as the capacity established is far below the 
3 million tonnes capacity of Barauni refinery. 

The Committee would like Government to 
take very serious notice of this lapse on the part 
of those who were entrusted with the negotia-
tions and take suitable action against them. 

The Committee would also like Government 
to issue standing instructions in consultation 
with the Ministry of Finance and the Comptrol-
ler & Auditor-General of India on the manner 
in which contemporaneous records of such ne-
gotiations should be kept for future reference. A 
copy of these instructions may also be furnished 
to the Committee for information. 

The Committee too are greatly "intrigued" 
how a very important communication from Be-
chtels which clearly mentioned the design capa-
city of the pipeline as 1.9 million tonnes per 
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year did not make the then General Manager, 
Managing Director of IRL to sit up and take a 
firm and unequivocal stand on this attrition of 
the capacity of the pipeline. The Committee are 
amazed that the reduction of the throughput 
capacity of the pipeline could have been dealt 
with in such a casual and perfunctory manner.--
The Committee consider that the matter calls 
for thorough investigation. for fixing responsibi-
lity on all those officials who were lax and 
casual in discharging their responsibilities. 

The Committee need hardly point out that 
it is not without significance that the date of 
~anction of Government letter to Indian Re-
fineries Ltd. to enter the construction contract 
and the actual date of signing of the contract by 
the IRL with SNAM SAIPEM is the same viz. 
the 31st July, 1963. The Committee are not able 
to appreciate the great haste with which such 
an important contract involving over Rs. 11 
crores was concluded without fully safeguard-
ing Government's interests. 

The reported agreement between I.O.C. and 
Snam needs careful scrutiny of Government to 
make sure that full damage:; have been recover-
ed from Snam for the proved deficiency in the 
capacity as compared to the commissioned capa-
city. 

The Committee, however, have not been 
furnished the full text of the legal opinion of 
Shri A. A. Peerbhoy as to the nature and ex-
tent of responsibility of the contractors on the 
relevant issues. The Committee would like Gov-
ernment to obtain the legal opinion at the high-
est level so that the best construction can be put 
upon it and no effort is spared to bring home the 
responsibilit for this failure to Messrs Snam and 
Bechtel. 

It would be pertinent to recall the conclu-
sion of the Board of Directors of IOC after a 
lengthy discussion about the dealing of Bech-

---- ------ -----.---.--~ .---.. ------~ 
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tels. The minute of the Board's meeting held on 
the 26th March, 1969, inter alia records: 

"Looking into the dealings and records of 
Mis. Bechtel, the Board decided that 
the Crporation will not have any dea l-
ings in future with the party." 

The Committee need hardly point out that 
the Resolution of the Board of Directors of IOC 
is conclusive on the subject and underlines the 
need for a thorough investigation by Govern-
ment to determine the manner and the reasons 
for which MIs. Bechtels were brought on to the 
scene, first for Gauhati-Siliguri pipeline project 
:and later for HBK project and paid over Rs. 
L5 crores (comprising Rs. 75.46 as fees and the 
balance .as reimbursable cost) with hardly any 
commenSllI:ate benefit to the Project. In fact, 
but for their inept technical advice at crucial 
stages the history of the project of HBK pipe-
line may well have been different. The Com-
mittee would like Government to pursue the 
matter to its logical conclusion and take up with 
all those concerned with the introduction of this 
party to the Pipeline projects and the undue 
favours which were shown to them at every stage 
a~ evidenced by the unusual provisions of thp. 
agreements. The Committee cannot help point-
ing out that the then Managing Director, IRL, 
who was signing the agreements on behalf of 
lRL showed more concern for the interests of 
the Bechtels than for the public money he was 
entrusted with. 

The extracts (given in para 3.107) from the 
Resolution of the Board of Directors of lOC 
would conclusively prove that the then Manag-
ing Director was acting on his own in his deal-
ings with Snams as well as Bechtels in vital 
matters concerning the capacity -of the pipeline; 
bypassing thus the Board of Directors. He also 
failed to obtain prior specific approval either of 
the Board of Directors or Government to the 
deviations which adversely affected the capacity 
of the Project without any commensurate saving 
in expenditure. . The Committee are puzzled 

--------- --------
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how the Board of DirectorslMinistry allowed 
the then Managing Director to act in this 
manner to the detriment of public interest. The 
Cotnmittee would like Government to fully in-
\Testigate the matter and fix responsibility. 

The Conunittee have noted with grave con-
cern the observations of the Internal Audit 
Officer that there does not appear to exist any 
sanction of Government for the execution of 
the Haldia-Barauni-Kanpur projects over which 
an expenditure of over Rs. 26 crores has already 
been incurred. The Committee would like to be 
informed of the factual poSition. If the position 
as stated in the Report of the Internal Audit 
Officer is correct, the Committee expect Govern-
ment to take action against all those who are 
responsible for this lapse. 

The Committee are not able to appreciate how 
this important Audit Report dealing with several 
matters of vital importance to IOC could be 
allowed to remain without detailed investigation 
and report both to the Board of IOC and Gov-
ernment. The Committee need hardly stress 
that the various other issues raised in the Audit 
Report should be thoroughly examined in con-
sultation with the Comptroller and Auditor 
General and the responsibility for the loss suffer-
ed by the UndertakinglGovernment fixed and 
deterrent action taken against all those who have 
shown laxity in the discharge of their respon-
sibilities. 

The Committee regret that although the 
defacto transfer Of Koyali .. Ahmedabad Pipeline 
bas taken place the quest.ion of dejure transfer 
of the KoyaU-Ahmedabad Pipeline has not been 
settled since 1967 in spite of the fact that both 
IOC and ONGC ar~ under the administrative 
control of the same Ministry. Such prolonged 
indecision and delay iJ'l the Ministry, in the 
opinion of the Committee. are not indicative of 
expeditioUs and business-like approach, which 
should dilrtinguish a Mihistry administering 
Public Undertakings. 
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The Committee find that the Estimates of the 
Gauhati-Siliguri Pipeline have escalated to the 
extent of 25 per cent during the course of 3 re-
vtmQn8. Whereas in the C$e of Haldia-Barauni-
Kanpur Pipeline the estilnates have escalated to 
the extent of 15 per cent in the course of two 
revisions. The final estimates of Haldia-Baraum 
pipeline are still to be prepared. 

The present system of control on public 
undertakings envisages a three tier system ot 
Financial Control:-

(a) Control of Board of Directors, 
(b) Control of Government, 
(c) Control of Parliament. 

The Committee are concerned to find that the 
whole system of three tier financial control has 
not been properly applied in controlling the 
finances of this Undertaking. They find that the 
Project estimates of G.S. Pipeline for Rs. 591.20 
lakhs were sanctioned by Government on 4th 
October, 1962. After this sanction, the Under-
taking went on spending money on its own far 
in excess of the sanctioned estimate of Rs. 591.20 
lakhs and submitted to Government only in 
January, 1966 the final estimates of the Project 
as Rs. 775.38 lakhs after the completion of the 
Project. The Committee find that this excess 
expenditure of Rs. 194.18 lakhs for the comple-
tion of the Project was done by the Undertaking 
without any proper approval of the Government. 
although according to the prescribed financial 
procedure and rules not more than 10 per cent 
of the sanctioned amounts, an Undertaking could 
incur without the Government's sanction. To a 
question as to how the Government permitted 
this unauthorised expenditure beyond 10 per 
cent of the sanctioned estimates by the Under-
takinJ!", the Ministry in a written reply have 
stated as follows:-

"It hM not been OO9Sible to trace the exact 
reasons whv roc continued the com-
pletion 'of the Project at the enhanced 

---- ._--_._---------
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for this." 

The Committee find that the Board revised 
the estimates of the Project for the first time on 
28th January, 1963 as Rs. 661.52 lakhs. The 
Committee fall to understand why these revised 
estimates were not referred to the Ministry and 
8180 why the Ministry's representative on the 
Board dId not take note of it and informed the 
Government of this unusual escalation of cost. 

The Committee understand that the Indian 
Refineries Ltd. had a Financial Division. They 
are, therefore, unable to appreciate how the 
Financial Controller could allow the ex-
penditure to be incurred without proper sanction 
for revised estimates of the BoardlGovemment. 
The cuual and leisurely manner in which the 
Indian Reflneries Ltd. have approached the 
question of revision of the E'stimates and its ex-
VO't facto regularisation by Board I Government 
are indicative of the fact that effective control 
and direction are not being exercised. It is for 
this reason that the undertakings have come to 
play with the tax-payer's money without paying 
adequate attention to the prescribed procedure of 
obtaining Govemment's prior approval to the 
revised estimates. The Committee would like in 
this connection to draw attention to Paras 1.7 
and 1.9 of the Fiftieth Report of the Public Ac-
counts Committee (Fourth Lok Sabha) on New 
Services and New Instrument of Service and 
stress that effective action should be taken by 
the Government to implement the recommenda-
tions and take prior approval of Parliament in 
case of substantial revision. The Committee al90 
expect that while examininJl the question of ac-
cording apnToval to revised estimates, Govern-
ment would seriouslv consider its effects on the 
economics of the project 'nle Committee feel 
that where the economicc; of the proiects are ad-
verselv affected as a result of revised estimate of 
expenditure. the matter should be speclReallv 
brouQ'ht to the noticp of Parliament without 
avoidable delay. 
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What amazes the Committee most is that the 
Government did not bother to examine the type 
of control that they had on the Undertaking 
and allowed complete freedom to the Under-
taking which were not permitted even by the 
delegation of powers. 

The Committee recommend that the circum-
stances under which the Undertaking was 
allowed to spend money beyond 10 per cent 
of the sanctioned estimates without the ap-
proval of the Government should be investi-
gated and the persons responsible both in the 
Undertakings and the Ministry should be pro-
ceeded against. 

The Committee strongly recommend that in 
future the prescribed principles of financial 
control should be adhered to by all Under-
takings including the LO.C. The Committee 
regret that 1n no year the Demands for Grants 
of the Ministry provided for the expenditure 
and for full six years. Parliament was unaware 
of what was happening in the financial ad-
ministration of the undertaking. Taking strong 
exception to bypassing of the Parliament's 
financial control, the Committee recommend 
that in future all cases of Project Estimatesl 
Revised Estimates should be given e1Ject to 
only after Parliament has approved of the 
total Capital Expenditure on the entire project 
or the revision of the project estimates as the 
case may be. 

The Oammittee are surprised to learn from toe 
Ministry that the various reasons that causC!d 
the delay in the construction of the pipelines 
were not specifically brought to the notice of 
Government for resolving at Government le\'c!. 
To them, it appears, that the lIemergency" and 
"speed" stated to be involved in the projects 
was only confined to the entrusting of works 
to the foreign contractors without inviting 
Global Tenders. Afterwards, both the Under-
taking and the Ministry hardly took any effec-
tive measures to expedite the completion of the 
project. The Committee expect the Ministry 



2c6 

-_.-. -----~- •.. - - - ------ -. - ' -
1 2 

" ',. 

3 

to ibitiati e in matters involving clear-
~ .Oov '1'I.lnWltll1Iifiistryin the interest of 

timel}! e~ttoll of· ~\al project. 

The CoUwritlee are convinced that the 
Ministry do not m. Jny effective. use of the 
fe~r~ from tq~ UJl4e.rWrlngs nor do they have 
'tecbniciilly qualified. personnel to scrutinise 
them. They are of the view that the existing 
machinery in the Ministries is not capable of 
e.t!ect1\i'e supervision of Public Undertakings, 
Th y recommend that the Government should 
3W<'thit a Comtruttee consi~ting of Management 
!J(~ts\'Se~tal'ies of Ministries controlling 

major Undertakings to evolve a p.roper machi-
n 101\ respective Ministries capable of 

ci g ective control on their Under-
ta o 

Tllis Comnu.ttee of E~~ts should also ad-
v1 as to how the e~silllg procedure of con-
trol in 'the Mini$'ies collld be fUrther stream-
lin d to nable them \q }lave a grip on:-

,Pro ISS of truction of projecl frolH 
tim to time; 

2. . anci ~ matters with specific reference 
to p 0 of actual expenditure 

:art and according .0 
estimates' 

3, Th t¢ormation received from the pro-
jec troI;Xl time tq time and to ensure 
hat the materials are scrutiniseU 

di ed and co-related promptly and 
put 'U tQ th S etarylMbrlste with-
G an 10 . of tim-e to enable them to 
1m the· true pictute at any given time 

hat in ttl ~ent of any weakness 
be' 1f a tec, d prompt action is initiat-

b' the Ministry' 

. Phe ad:miniStra 'w ministries should 
el a central ontrol agency on the 

t rn ~stinlrt 'the head quarters of 
• • :rutiJ. y ·o DGfen~t! Ministries to deal ..... ... "l. . ~ _ ~~- ~ ____ ~ ___________ _ 
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witl;t :tb.¢r r~ective departmental 
un~~lWJ,g9 ~n" :.al,so in existence at 
the head quarters of giant international 
enterprises after sUitable adoption and 
modiftcatioR$ so that the ministries could 
have not OJd,y complete grip over the 
p!'Gg~&i and functioning of Public 
Undertakings but are also furnished 
the information and data after proper 
screening and sifting. 

5. Study {)f iJtlportant areas in the Under-
ta~in~ zm.d t~g.bnique including PERT 
SYSTEM to 19C~~~ the critical areas in 
every UJldert~king. 

The Committee recommend that the proper 
machinery &Muld be evolved to provide an 
ftffecpye leadersbip tp tM Vndertaking through 
the J;IlediuJn 9f tecMic~Jly gualified cell. Un-
less tbii i.$ achieved the Committee is convinced 
tbat the 14tnistries will not be able to discharge 
their responsibilities to the Undertakings. 

The Committee regret to note that the entire 
question of laying the pipeline through the coal 
bearing area has not ~en dealt with care and 
caution it deserved. 'nley note that Indian 
Technical opinions had been throughout against 
the laying of pipeline through the coal bearing 
area. The Mining Adviser to the West Bengal 
Government (on 17th September, 1963) follow-
ed by Chief Mining Adviser to the Ministry of 
Mines and Fuel (on 14th September, 1963) and 
Chief Inspector of Mines, Dhanbad (on 21st De-
eember, 1963) had emphatically and repeatedly 
objected to the laying of this pipeline through 
the coal bearing areas. The foreign technical 
advisers of the Corporation viz Snam-Progettil 
Bechtel hpwever, qeld contrary views and 
cat~~ori~~llY stated that Il.9. technical difficulty 
or risk was involved to the pipeline or to the 
c~al bMri)lg ~e4l$ ~ hlsisted that the pipe-
~ ~ be laid. 1N I!Ilggested by them. 
l~oriDg tke w-arning of.tQe Indian experts, -- --_ .. _--- -... ------.--~- .. --.---.- -.-.- -._------
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I.R.L. accepted the advice of their foreign 
technical advisers and wrote as follows in their-
letter of February, 1164:-

uThere will be no danger to the pipeline if 
it is laid in the coal mines and if any 
protective measures are necessary for-
the pipeline at certain specified points, 
they would be undertaken by the pipt'-
line authorities and at the same time 
requested then Ministry to obtain 
necessary clearance from the Coal Min-
ing experts." 

The Committee is surprised to find that 
Bechtels, the consultants of I.R.L. in their letter, 
dated the 20th December, 1963 confirming that 
the crossing of coal Mining areas presents nO 
technical difficulties to the products pipelme 
stated categorically that from their experience 
of construction of pipeline in coal mining areas 
in the U.S.A., France and Germany no difficulty 
has been experienced. While accepting the ad-
Vice, the Committee find that Bechtel did not 
point out any specific instance of a place or area 
in a foreign country where the pipeline has been 
laid through the coal fields. 

The Committee ftnd that while the question 
of laying pipeline through Coal bearing area!' 
was being discussed in November-December, 
1963 in consultation with the coal Mining Ad-
viser to the Government of India, the Managing 
Director, Indian Refineries Limited is on record 
as having stated at a meeting with representa-
tives of Bechtels and Snam regarding the loca-
tion of Ruderani Terminal that "there will not 
be any change in the alignment of the Haldia-
Barauni Section of the Pipeline." This WOUld' 
sup:gest that the issue had been foreclosed at 
~dministrative level of Indian Refineries even 
while the discussions were going on with the 
Mining experts of the Government. 

After the completion of project again in 
February, 196.'i Bechtels representative in Delhi 
wrote to their principles in San Francisco Office-

-~'--'--'-- .. _---- --,-",-
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,asking for advice on the problem of laying, 
pipelines across coalfields. The San Francisco· 
office replied on the 8th February, 1965 that in. 
such matters it would be necessary to obtain. 
the advice of a mining consultant engineer and 
they recommended that Shri C. J. J. Raju be 
consulted. The Committee find that Shri Raju 
in his report has inter alia observed that during. 
his visit to Jharia coalfields, he found that "the 
safety pillars left below the township and 
public roadways are liable to be destroyed due 
to the fires in the neighbouring goafs and that 
crocks extended to the surface above the safety' 
pJllal'8 were emitting smoke. Mr. Hoaffert of 
Bechtels on his note on the visit to the coal-
fields on 8th April, 1965 noticed fire on the 
surface·" In the opinion of Shri Raju "this 
hazard of the pipeline being exposed to hot 
smoke due to fire, etc., the cracks cannot be 
ruled out. This aspect of the problem did not. 
seem to have been given the necessary con-
sideration by Snams Engineers while planning; 
the layout of the pipeline. Even when the; 
question of advisability of laying the pipeline· 
was questioned, both Bechtels (consultants to 
I.O.C.) and Snam (Design Contractors) did not 
seem to have studied it in all its aspects and' 
given the necessary advice at that stage in 
which case the difficult problem could have been' 
avoided." Shri Raju in his report also stated 
"that it would be a desirable step to divert the 
pipeline or lay a new pipeline over nearby 
areas from coal deposits." 

The Committee further find that neither 
Indian Refineries Limited nor Government had 
consulted the GeolOgical Survey of India or 
asked them to prepare the section showing the 
outlay of coal seems along the pipeline till 
Shri Raju specifically asked for the map which 
was prepared for t~e first time at his instance. 
Shri Raju in his report has mentioned that a 
number of collieries over which the pipeline' 

'passes viz. Sripur, Satram., Madhavpur, etc. have' 
gassy fires and that in some of these collieries, 

-- - ----- .-----
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particularly old ones~ where working has been 
di&ccmttnued, ftres may start any time . 

.ihri Baju's report was discusSed. at a Inter-
l4ieiItry ........ , on 8th February. 1966 and a 
c:lecilka wu taken to "plaB for a restricted 
4ivaraioD .04 the ~ over the worked leas-
eel be1d .... wttlaiIl the next two or three 
yeat'. lAd the pipellDe permitted to be in opera-
tio.o illl tUn witlD proper safeguards." 

It was ultimate~y ~~¢ by the I.RL. 
I!JNrdiGcwernm~nton the lleport of a Survey 
and Design team set up for the purpose to a 
diversion of 96 kms. to avoid the coal fields at a 
cost of Rs. 195 lakhs, which was sanctioned by 
.the Galvermaent of India on 12th May. 1967. 

The <:Somrntttee feel that it is indeed unfor-
'tunate that the C;overnment diregarded. the 
opinion of the Indian Mining Experts and com-
pletely relied' upon the advice of the foreign 
experts for laying the pipeline through the coal-
~1ds. As the events have proved, the views of 
the Inc!1an experts have ultimately prevailed. 

The other point that the Committee have 
noted. wiUl repet is that I.B.L. made a commit-
ment of providing necessary protective measur-
es .in the coal field area without examining and 
knowiAg the financial implications for such a 
commitment and even without knowing fully 
what those protective measures would be. 
Curiously enough, the protective measures 
were to cost Rs. 18 crores as against the laying 
of new pipelines which was to cost Rs. 2 crores. 
The Committee are extremely surprised to find 
that the t:R.L.Government had never applied 
ftI mIDcl 'to 't1ie economle$ of the protective 
measures ~-vis the ~s of laying new 
~pe1ines w'1!ie!t is unpaTdonable. What sur-
prieetl the Committee most is that I.RL.1Gov-
emmetrt befcore making their commitment 



----
1 2 3 

.un9Wltiag 10&. )j ClWU for protective mea-
6lH'ea DCtver detmed it DeCeSSary to . seek the 
prior 8PPl'O'Val of the F'iaance Ministry which 
was obligatory . 

..2, '1.44 The Coromi&tre find that Government con-
and suited the Burma Oil Company (Pipelines 
7 45 Division) in London in 11)67 taking into account 

the fact that B.O.C.Pipelines Division were 
working as consultants to Oil India in N ahar-
katiya Ba+a\Uli crude pipelines. The Commit-
tee feel that the expert advice should have 
been sought at a earlief Wite so that their re-
commendations about the use of regulated 
minin~ practice, adoption- of hydraulic and 
stow.ing eflc. could be brought to the notice of 
the mining experts and mining concerns for 
coMideratiOft and anay their fears. The Com-
mittee a~ also of the view that the Investiga-
tion Committee which was appointed in May, 
1968 should have been appointed in 1963 when 
the Mining Advisers to the West Bengal Gov-
ernment and the Advisers to the Government 
of India had objected to the laying of pipelines 
through the cpal bearing areas in no uncertain 
terms and if that was done all these lapses 
would not ha~ occurred. 

The Committee 'Fegret that the indifference 
of UtL.IGovernment went to the extent of 
ignoring to ask for a thtrd set of independent 
opiDioo before aecepting the defective advice. 
The Committee is comrmced that such gross 
inditfelenoe .and derelication of duty of the 
ofticialB ·~f GovennnentjI.R.L. being inexcusable, 
Dlijlti'tial inquiry &llow.ed by severe punish-
ment of gtzilty otllcials for the lapses is called 
for. 

7.46 The main contention of the mL in not 
to .a.greejpg to coooder the .proposal for diversion 

7 tJ2 .of ali~nt ·of the ,pipeIm.e through the coal-
bearir}g area in 1963 aIId 1964 was that a deci-
sion ~ raali@ the pipeline .would result in con-
sidera~!e De~y. The C.olJlIllittee desired to 

------ --.. -- .-
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know the estimate of the delay that would have 
been caused, but no preciBe reply was forth--
coming from Government. 

The Committee would like to point out in. 
this connection the following two salient facts: 

The first contract for construction work was-
signed with 8nam on 31st July, 1963. The first 
objection of the West Bengal Government 
Mining Adviser to the West Bengal Govern-
ment to the proposed alignment of the pipeline 
through coal-bearing areas was raised on 18th-
September, 1963. The actual construction was 
started only in October, 1964 . 

.It is also pertinent to recall that the Execu-
tive Project Report in the form of "drawings 
and specifications" came in piece-meal from 
1963 till 1966 when the Project was completed. 

Another reason put forward by I.R.L. for 
not considering realignment of the pipeline is 
that it would have involved payment of damag-
es to the contractors for down time for keeping 
their machines and men idle on the job. No 
estimate of the down time payment has been 
given to the Committee, but judged from the-
actual rate of down time payment made to the 
contractor for non-availability of land etc., the 
Committee feel that its quantum would have 
been far less than the cost that would have 
been incurred for realigning the pipeline at 
that stage to avoid the coal-bearing area. The 
least that the Committee could expect from 
I.R.L.lGovernment was that they should have 
carried out a most careful appraisal of the vari-
ous alternatives such as cost of realignment ancr 
payment of down time w-a-t?is the grave 
hazard of pushing the pipeline through the 
coal mining area against the advice of miniilg 
experts of Government. The Committee have 
pointed out elsewhne in the Report how the 
existlng alignment of pfpeline through the coal-
beerfng area is alleged to have resulted in 
loc1ring up of coal reserves to the tune ot 
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Rs. 350 crores and carried an impUed commit-
ment to the tune of Rs. 18 crores on stowing 
works to minimise the hazard of fire in the area 
surrounding the pipeline. 

It is, therefore, evident that in actual fact 
there was a time lag of over one year in the 
signing of the agreement and its execution 
which could have been used with prudence to 
go into all aspects of realignment and taken a 
.decision in the over all interest of the Project. 

Another fact which comes prominently to 
notice in this case is that complete reliance was 
placed by the Public Undertakings I Government 
on foreign companies for the preliminary Pro-
ject Report, executive Project Report, engineer-
ing details, project execution, design monitor-
ing and management supervision without exer-
cising their right to over-see and scrutinise 
their actions to ensure that they were in the 
best interest of the country. The abject reli-
ance on foreign companies went to the extent 
of rejecting outright the expert advice of Gov-
'ernment's own Mining engineers. 

The Committee would like the Public Un-
dertakingslGovernment to learn the lesson from 
this costly lap'e that the responsibility for over-
se.eing the work of foreign collaborators should 
in no circumstances be compromised and that 
vigilance should be exercised at every stage to 
hold the foreign col1abartors responsible for dis-
charging their obligations under the contract 
faithfullv. Government should also take care 
to mak': adequate provision in the agreements 
to safeguard their right to recover money for 
damaqes l;ufJ'ered or short~fAllc; ;" caoacitv !''' 

compared t:J the designed capacity contracted 
and paid for. 

The Committee find that when the proposal 
for diverting the Pipeline from the coal bear-
ing areas for about a total length of about 
93 lans. at a total cost of RH. 195 lakhs was sent 
to the Ministry of Finance for their app~oval 
and concurrence, the then Deputy Prime Minis-
ter and the Finance Minister, while approving 

-- ._-_._-----
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the deme of cti"ersion on 6th May, 1967 re-
marked that "this appears to be a very bad case 
and had led to a wasteful expenditure of nearly 
Rs. I crores and suggestsd an enquiry in the 
matter "with a view to fixing responsibility on 
the officiala concerned at all levels both in the-
Pipelines Division and in the Ministry." As a 
result the matter was referred to the Chief 
Vigilance Commissioner Shri N. S. Rau on 30th 
June, 1967, for investIgation. The appointmE:nt 
was approved by the Prime Minister. Although 
it was expected that the report would be sub-
mitted in 3 or 4 months time the report was ac-
tually submitted as late as on 16th April, 1970. 
Shrt Rau retired as C.V.C. on 23rd August, 1968, 
before submitting the report on H.B.K. Pipeline. 
Before his retirement, however, the Secretary 
of the Ministry had discussions with him and 
he was requested to continue the investigation 
in his personal capacity even after his retire-
ment as Vigilance Commissioner (the letter 
dated 28th August, 1968 from SOO Nayak to 
Shri Rau and the letter dated 21122nd August, 
1968 from Shri Rau to Shri Nayak reproduced 
at Paras 8.10 and 8.11 of this report may be 
referred). 

The Committee made enquiries as to ho w 
Shri Rau was asked to carry on the investigation 
in his personal capacity on his retirement a~ 
Vigilance Commissioner and at what level the 
decision was taken. The Ministry have given a 
written note that the question of Shrl Rau'S" 
continuing to do the investigation was examined 
by the then Secretary in consultation with the 
then Minister and after prior approval of the 
Minister Shri Rau was advised to continue the 
investigation. The Committee have taken note 
of the reply given by the Minister in the Lok 
Sabha on 20th April, 1970 in which it has been 
stated: 

"Minic;ter's written order on the date en 
which extension was granted is not 
available in our records. Subsequently 
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however, the then Minister of Petroleum. 
md Chemicals, has given in writing~ 
that the extension to Shri Rau was-
granted after taking his prior approval.''--

The Government has given no explanation as to· 
why the work was not allowed to be done by 
Shri Rau's succe&Sor as C.V.C. The Committee: 
are surprised that such an important appoint ... 
ment was made by the Secretary by taking only 
verbal orders of the Mifiister and only subse--
quently the written orders of the Minister were 
obtained. It is a fit case to be enquired into as' 
to on what dates the subsequent orders were 
obtained because the Committee have noted that 
the Ministry failed to produce this paper before-
the Committee at the time of evidence when they 
wanted the Ministry to produce any written evi-
dence available with them. The Committee was 
told that the relevant file was with the C.V.C. 
and hence they could not produce it. . 

The Committee are distressed with the 
manner in which the then Secretary to th e 
Ministry of Petroleum and Chemicals was allow-
ed to play on his own a crucial role in meeting' 
and persuading Shri Rau three days before hi« 
retirement to continue the investigation in his-
personal capacity even after retirement. It is 
pertinent to recall that one of the subjects cf 
enquiry was whether "any of the officials con-
cerned with this matter in the Ministry of 1he 
Government of India and the I.R.L·II.O.C." was 
"prima facie callous or negli q;ent in the dis-
charge of their responsibilities" and what action, 
if any, should be taken against them. As already 
pointed out earlier. the past' of Managing Direc-
tor of Indian Refineries Ltd. at the relevant ilm"! 
pertaining to the enquiry was occupied by nene 
other than the person who was then heading the 
Ministry of Petroleum and Chemicals as Secre-
tary. In the circumstances_ it would have evi-
dently been more appropriate if the entire ques-
tiOn of referring the i.ssues raised by the then-
t>eputy Prime Minister and Finance Minister for 
investi~ation had been entrusted by Governll'cnt 
to the Cabinet Secretariat and necessary action' 
ta~n in the matter by the Cabinet Secretary iir 
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consultation with the Minister concerned and the 
Prime Minister whose approval had origin'illy 
been taken to entrust the enquiry to the Central 
Vigilance Commission. The Committee cannot 
resist the feeling that in persuading Shri Rau to 
continue with the enquiry even after retirement 
in his personal capacity in circumstances wtJch 
are not free from doubt cannot be expecteci. tn 
settle the matter conclusively. The Committee 
feel compelled to record their fear that the 
whole investigation has got vitiated in the cir-
cumstances and the objective underlying it bas 
been defeated. 

The Committee feel that the work of the in-
vestigation ought to have been done by the C.V.c. 
and not by Shri ltau in his individual capacity. 
The Committee have also noted with great regret 
that this enquiry has been allowed to be dragged 
on for a number of years. Although it was 
stated to the Committee that the work was being 
done in an honorary capacity the Committee find 
that the enquiry has already cost the exchequer 
'an amount of Rs. 57,000 upto 28th February, 1970 
tRs. 7.500 to be paid as honorarium to a Pro-
fessor of Osmania University. The Committee 
fail to understand that when the investigation 
was being done by the C.V.C. how it was with-
drawn with the retirement of Shri Rau from the 
post of C.V.C. The Government has not giv~n 
explanation as to why the work was not allowed 
to be done by Shrl Rau's successor as C.V.C. 

The Committee also made enquiries as to 
what wo)uld be the status and force of the repo\·t 
submitted by Mr. Hau in his personal capa:!fty. 
The Secretary in his written note has statc:>d 
that "the Report would have the same force as 
any other report submitted under either the 
Commissions of Enquiry Act or by Departme!~ta! 
Inquiring Officer or under Arbitration Act." Tlie 
Committee do not agree with this view of the 
Ministrv. In the view of the Committee the re-
port submitted by Shri Rau in his personal 
capacity would not catTY convictions nor wiD 
command the respect whicli a report of' tliis 
nature could do when submitted by C.V.C. In 

.... _---- - ----------
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view of the fact that Shri Rau's re-appointment 
was made in a very ruspicious manner, the Com-
mittee further feel ~at a report submitted by 
Shri Rau in his personal capacity, is not worth 
considering. The Committee would, however, 
alsO' suggest that enough information and evid-
ence are available on the basis of which the 
Government should proceed departmentally as 
the rules may permit under the Conduct Rules 
to take suitable action in the matter. 

The Committee have commented in Chap-
ters II and III in details on the induction of 
Bechtels in the Pipeline Projects on unfounded 
grounds which have led to several complicat:'lOs. 
They are rather intrigued by the manner in 
which Bechtels were first introduced into the 
Pipeline Project by th03 then Managing Director 
of I.R.L. on three grou"lds, viz. that they worked 
in the area in 1955, that they would prepare the 
Project Report in about d to 6 weeks, and finally 
that they might be able to persuade the World 
Bank or other agencic'> in the U.S.A. in the 
question of financing the foreign exchange r'om-
ponent of the Project. None of these considera-

tions can hold the ground as Bechtels had work-
ed in the area 6 years f>arlier from the tim" In 
question; they completed the Report not in 4 to 
6 weeks but in 11 we£'lrs and in actual fact the 
Corporation!Governme':1+ decided not to call fnr 
global tenders, and, the"efore, the questic,n of 
taking the assistance of Bechtels for persue,iinr 
the World Bank for fir"lncing the foreign ex-
change ~omponent of thr· Project did not. an~e. 
The Committee cannot but take note of the grave 
failure d the I.R.L.[Gf'vernment to nip the llilS-
chief in the bud. 

The Committee are even more puzzled on the 
decision of I.R.L.IGovern'nent to appoint Becl)fels 
as design engineers ano over-al: superviser;: for 
Gauhati-Siliguri pipeline and pay Bechtels as 
much as Rt;. 51.26 lakM :n rupees and 2.86 lakhs 
of Dollars (Rs. 13 63 la ,hs), (including an in-
come-ta .. : liability to th~ iUne of Rs. 22.4& la'khR). 
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The Committee have also shewed how the l?ay-
ment made to Bechtels for their services works 
out to 10.81 per cent of the cost of project as 
compared to 7 per cent which are reported t"o 
have been paid tor Naharkatiya-Barauni pipeline 
which was executed about the same time .. 

The Committee find that the Managing Direc-
tor of I.R.L. was also primarily responsble for 
bringing Bechtels into Haldia-Barauni-Kanpur 
pipeline project on the ground that Bechtel Cor-
poration could bring about "mr:dificatiol1s and 

simplifications in the E. N . I. design for the pro-
ject ........ without sacrificing safety and tech-
nical consideration So as to yield suffident ecO-
nomies in Project cost." Bechtels thus got 

inducted into the H.B. K. pipeline project as 
design monitors and project managers at a 
colossal charge of about Rs. 87 lakhs. Bechtels 
managed to clear off the scene by 30th June, 
1965, by cr·ntriving an agreement which made 
payments to them time bound without relating it 

to the actual progress of work. The result was 
that Bechtels vanished from the scene nearly a 
year before the completion and commi"Sioning of 
the Project. They also managed to get pay-

ments with retrospective effect on the ground 
that "the work done-payment made". but the 
same hypothesis was not stretched by Govern-
ment to ensure that payment was made to 
Bechtels only after the work was completed. 
The Committee cannot help the conclu'>ion that 
the I.RL. showed more- concern for Bechtels' 
irtterest than for the Project. 

Bechtels played a crucial role ill the di~cus
sions at Milan in July, 1963, which led to the 
conclusion of faulty agreement with Snams for 
construction of the pipeline with capacity of 
even less thaD 2 million tonnes against the 
intended capacity of 3 mlllion tonnes. 

It is also on record how Bechtels changed 
their stand about alignment of the pipeline 
through the coal-field area after the pipeline had 
aetually been laid. The Committee see no rea-
son why Bechtels could not have referred the 
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matter earlier say in 1963 instead of 1965 to the 
San Francisco office when the Indian mining con-
sultants were unanimously of the view that the 
pipeline should not be laid in the coal bearing 
area, and why they could not suggest examina-
tion of the coal fields by an Indian expert 
earlier than 1965. The net result is that besides 
the hazards to which the pipe-line has been un-
necessarily exposed by laying it in the coal 
area, it would cost nearly Rs. 2 crores to re-
align the pipe-line to avoid the coal fields. 

As regards the claim that the introduction 
of Bechtels would result in econom.y, the Com-
mittee would like to recall the considered views 
of the Director-in-charge (Pipelines), IOC, that 
the economy achieved was more illusory than 
real, as the facilities and capacity were consi-
derably reduced without commensurate re-
duction in cost. 

The dealings of Bechtels were critically re-
viewed by the Board of Directors of IOC at 
their meeting held on 26th March 1969, and 
they recorded inter ali-

"Looking into the dealings and records of 
Mis Bechtels, the Board decided that 
the Corporation will not have any 
they recorded inter alia-

The Committee need hardly point out that 
the Resolution of the Board of Directors of 
IOC is conclusive on the subject and underlines 
the need for a thorough investigation by Gov-
ernment to determine the manner and the rea-
sons for which Mfs Bechtels were brought on 
to the scene, first for Gauhati-Siliguri pipeline 
project and later for HBK project and paid ever 
Rs. 1.5 crores with hardly any commensurate 
benefit to the Project. In fact, but for their 
inept technical advice at crucial stages the his-
tory of the project of HBK pipeline may well 
have been different. The Committee would 
like Government to pursue the matter to its 
logical conclusion and take up with all those 

----- ----------------------
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concerned with the introduction of this party 
to the Pipeline projects and the undue favours 
which were shown to them at every stages evi-
denced by the unusual provisions of the agree-
ments. The Committee cannot help pcinting 
out that the then Managing Director, IRL, who 
was signing the agreement on behalf of IRL 
showed more concern for the interests of the 
Bechtels than for the public money he was en-
trusted with. 

The Committee have not been able to appre-
ciate why Indian Refineries Ltd.;Government 
did not call for global tenders Ior execution of 
Gauhati-Siliguri Pipeline and Haldia-Barauni-
Kanpur Pipeline, especially when the ENI 
credit, which was ultimately availed of for the 
project, contained a specific provision to the 
effect that IRL could "advertise and invite glo-
bal tenders". It is on record that there were 
as many as 8 other foreign companies of inter-
national standing, two each from USA, U.K. 
and France and one each from West Germany 
and Japan, who were evincing keen interest in 
execution of the project and were also willing 
to extend credit terms to meet the foreign ex-
change component of the project on terms and 
conditions which were not less favourable than 
EN! Credit. 

While the Committee apprecIate that SNAM-
SAIPEM had the experience and knowledge of 
Indian conditions, it would not have been un-
reasonable to expect that SNAM-SAIPEM 
would have offered even more competitive 
rates to gain the new contract in the face of 
keen competition by firms of national or inter-
national standing, who were openly evincing 
keen interest in the work. The Committee 
need hardly point out that ENI group of com-
panies had already their machinery, equip-
ment and men in the country for execution of 
the Naharkatya-Barauni crude pipeline and it 
was obviously in their interest to gain further 
pipeline contracts. The floating of global ten-
ders would have had the additional merit of 

-.- --- ------
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making the companies compete amongst them-
selves to construct a pipeline in keeping with 
the latest technological developments and (;xpe-
the latest technological developments and expe-

believe that the details of these quotations 
would have enabled 1RLlGovernment to make 
a comparative study and decide about the opti-
mum design and pumping capacity for ensur-
ing for achieving the prescribed throughput-
The importance of this aspect cannot be over-
stressed for it has been found that Haldia-
Barauni Pipeline, which is of strategic impor-
tance, has been found to be of 1.5 million ton-
nes capacity only as compared to the original 
intention of having a 3-million ton capacity 
pipeline. 

The Committee are of the considered view 
that had global tenders been invited, nothing 
would have been lost, while there is every rea-
son to believe that IRL would have consider-
ably gained by inducing the firms to give most 
competitive offers in respect of cost, design l>nd 
accommodation for foreign exchange component 
of the project. 

Another aspect, which intrigues the Com-
mittee, is the reversal in the stand of the Mana-
ging Director, that the contract should be given 
on exclusive basis to SNAM, when only a few 
weeks earlier he is on record to the effect that 
global tenders should be floated. The Com-
mittee would like Government to fully investi-
gate the circumstances under which the Indian 
Refineries Ltd. and Government allowed them-
selves to be persuaded to hand over the cons-
truction contract to SNAM-SAIPEM exclu-
sively without putting it to sure and practical 
test of global tenders. 

Another aspect which has greatly worried 
the Committee is the halting and somewhat 
contradictory manner in which Government! 
IOC have approached the probe into the affairs 
of the pipelines inspite of the fact that the mat-
ter has been agitated on the floor of the House 
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through questions, incll1.ding a Short Noiice 
Question on 1st April, 1970. It is on record 
that the then Deputy Prime Minister and 
Finance Minister had given orders as early as 
May 1967 that a thorough investigation should 
be held into the wasteful expenditure which 
would be incurred on the project and that res-
ponsibility should be fixed OIl the officials con-
cerned at all levels in the Pipeline Division and 
in the Ministry. !tis pertinent to recall 'how 
the appointment of the Central Vigilance Com-
missioner to hold the inquiry, the terms of his 
reference and finally entrusting Shri Rau even 
after his retirement as Chief Vigilance Com-
missioner with the task of inqUIry, was allowed 
to be handled by an officer whose conduct, 
while holding earlier, the appointment of Ma-
naging Director of Indian Refineries Ltd., was 
in question. It would evidently have been 
more appropriate if the entire question of refer-
ring the issues raised by the then Deputy 
Prime Minister and Finance Minister for inves-
tigation had been entrusted by Government to 
the Cabinet Secretariat and n~cessary action 
taken in the matter by the Cabinet Secr<:>tary 
in consultation with the Minister concerned and 
the Prime Minister's approval had been taken 
to entrust the inquiry to the Central Vigilance 
Commissioner. If these elementary precau.tions 
had been taken, the Committee would not 
have been compelled to record their fear that 
the whole investigation done S0 far has got 
vitiated in the circumstances and the objective 
underlying it has been defeated, 

Similarly, in the ca~e of inquiries held by 
the roc regarding shortfall in the capacity of the 
pipeline as compared to the intended capacity 
or design capacity, the matter has been investi-
gated by a sub-committee of the Directors of 
roc, which had on it a number of officials who 
had earlier been connected activel\" with the 
Department of Mines and Fuel at the relevant 
time. 

--______ ,_ .0. __ - 0 _____ _ 
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The Committee have also pointed ouc how 
issues have been posed but the problem has not 
been faced squarely. 

The Committee also take a very serious view 
of the fact that the important records of IRL, 
particularly Enclosure 18 of Part II-'Job Des-
cription', etc.-and papers indicating the 
stages of processing of contract uocuments at 
the various levels of management are not avail-
able and are reported to be missing. The loss 
of such vital documents cannot be treated with 
complacency. What amazes the Committee 
most is that "no record was kept of these dis-
cussions at various stages" which led to the 
"finalisation of contractual matters", The Com-
mittee cannot accept the plea of dealing with 
such important matters on "war fOI)ting", as it 
has neither given results in the matter of expe-
ditious completion of Haldia-Barauni-Kanpur 
Pipeline (it was delayed in commissioning by 
more than 18 months), nor achieved the objec-
tive underlying its construction in as much as 
the capacity established is far below the 3 mil-
lion tonnes capacity of Barauni refinery. 

The Committee have also poin ted out th~ 
casual manner in which an important com-
munication from Bechtels which clearly men-
tioned the design capacity of Haldia-Barauni-
pipeline as 1.9 million tonnC5 pCI' year did J1Qt 

make the then General ManageriManaging Di-
rector of IRL take a firm and unequivocal stand 
on this attrition of the capacity of the pipeline, 

It is also a matter for concern how an agree-
ment with Snams for Haldia-Bal e,uni-Kanpnr 
project was executed on 31st July. 1963, the 
very day on which sanction of the Government 
for it was received. The expedition in dealing 
with the matter would have been commendable 
but for the fact that the agreement suffers from 
many defects, including absence of any provi-
sion for penalty for any lapses by Snam-Saipem. 
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It is also on record that the amendment 
effected in July, 1964 to the original agreement 
of July, 1963 of I.R.L. with Snams, had in all 

probability resulted in increasing the liability 
of IOC for civil works without any commensu-
rate benefit. 

It is also on record that the Managing Direc-
tor was acting on his own in his dealings with 
Snams as well as Bechtels in vital matters ('on-
cerning the capacity of the pipeline. bypassing 
thus the authority both of the Board of Direc-
tors and Government. The Board of IOC have 
also gone on record to the effect, at the meeting 
held on 3rd February, 1968, that: "Out of the 
report and the discussions thereon, it emerged 
that the Board had been bypas~ed in the matter. 
The Board was very emphatic that the matters 
of such importance should necesarily be re-
ported to the Board at the earliest possible 
opportunity. The Board also wanted to place 
on record that in future all such important mat-
ters which entail in itself any project of capital 
nature involving its performance, its capacity, 
design or of financial implications, should be 
brought before the Board for its notice and 
appropriation. The Board's decision in the 
above matter also applies to any significant 
amendments which are of the above nature to 
any existing contracts or project." 

The Committee feel that in the interest of 
ensuring that the high officers entrusted with 
the responsibility of managing tJuhlic under-
takings and of carrying out delicate negotiations 
with foreign companies discharge their rt"f>pon-
sibilities diligently, honestly and in the best 
public interest. the abo,;e-mentioned lapses 
should be investigated fully without fear and 
favour and all those found at fault awarded de-
terrent punishment. 

The Committee find that estimates of the 
Gauhati-Siliguri pipeline have escalated to the 
extent of ~5 per cent during the course of three 
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revisions, whereas in the case of Haldia~ 
Barauni~Kanpur pipeline, the estimates have 
escalated to the extent of 15 per cent in course 
of two revisions. The final estimates of Haldia~ 
Barauni pipeline are still to be prepared. Such 
frequent escalations of estimates deserve, in the 
opinion of the Committee, the prior approval of 
the appropriate authority. The Committee, 
therefore, deprecate such unauthorised revision 
of estimates and commend that appropriate 
authorities should have been consulted and 
their concurrence obtained befnre going ahead 
in excess of their estimates. Revi.:;ion of esti~ 

mates is frequent in a large number of Under~ 
takings. The Committee notice that the present 
system of control on Public Undertakings envi~ 
sages a three-tier system of financial control 
viz. (a) control of the Board of Directors; (b) 
Contrnl of the Government; and (c) control of 
Parliament. As regard!'; (a), the Committee find 
that the Public Undertakings can spend up to 
10 per (""nt of the sanctioned amount/estimates 

without the approval of the Government. In 
re£{ard to (b) for expenditure beyond san('tion~ 
ed amount exceeding 10 per cent, the Govern-
ment approval becomes unavoidable. As re~ 
gards (c), the Parliament approval has to be 
taken on the entire scheme followed by appro-
val of the Budget everv year. rrhe Committee 
strongly recommend that 'all Public Unuerta.k-
ings in future should obey the prescrIbed prin-
ciples of financial control at the sta~es indicated 
at (a), (b) and (c) above. The Committee fur-
ther recommend that all cases of Project esti-
mates1Revised estimate" shol1Jd bee-;ven effect 
to only after Parliament has approved of the 
total capital expenditure on the entire Project 
of the revision of the project, as the case may 
be. The Demand for grants of con<:>erned Minis-
tries should make specific provisions regarding 
the capital outlav to be made for the entire 
period of construction of the Project initially 
and annual approval of the Parliament should 
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be taken of the amount sanctioned by Parlia-
ment on principle at the project stage. 

Another matter, which has greatly exercised 
the mind of the Committee, is lack of record cf 
negotiations carried out by the Managing Di-

'tector of the Indian Refineries Ltd. with the 
foreign companies leading to the conclusion of 
the agreement. The Committee have urge,d 
that Government should issue standing instruc-
tions in consultation with the Ministry of 
Finance and the Comptroller and Auditor-Gene-
ral of India about the manner in which the con-
temporareous record of such negotiations should 
be kept for future reference and use of the 
Board of ManagementlGovernment to enable 
them to appreciate nuances of the various 
clauses of an agreement and satisfy themselves 
that maximum advantage has been secured for 
the public undertaking and every care has 
been exercised to safeguard the public interE'st. 

Yet another aspect which has greatly worried 
the Committee is the abject abdiction of the 
right by the Management to oversee the design 
with particular reference to such vital matters 
as capacity and alignment to foreign companies. 
This dependence on the advice of foreign com-
panies went to the extent of rejecting out of 
hand the expert advice of Indian engineers with 
the result that costly blunders were committed. 

The Committee are distressed to find, after a 
careful examination of all the papers and other 
evidence on record that there have been serious 
lapses and dereliction of duty by the then Offi-
cers of IRL and the Ministry in the discharge of 
their responsibilities in executing the Pipeline 
Project. The Committee have pointed out seve-
ral instances where the Managing Director ex-
ceeded the authority available to him; they 
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have noted with regret that the Board of Ma-
nagement and the Ministry were not vigilant 
enough to check firmly and in time this exces-
sive use of authority by him. 

The Committee also feel compelled to re:cord 
their feeling that instead of holding the Offi-
cers responsible for their lapses, there appears 
to have been a persistent effort to slur over 
their dereliction of duty and not to fix the res-
ponsibility though copious facts to substantiate 
such lapses have come on record. The Com-
mittee would, therefore, like Government to 
take immediate steps to bring to book the guilty 
officers on the basis of evidence that is already 
available. The least that could be done is to 
proceed departmentally without delay against 
the Officers concerned under the relevant Govt. 
Servants Conduct Rules. The Committee feel 
that Government, in the larger interests of the 
public sector, should not allow a feeling to go 
round that officers could commit such grave 
lapses and indulge in dereliction of duty with 
impunity and go unpunished. 

OMGrPND-LS .. H-115S(aii)LS-7-7-70.-1700. 



----------
SI 
No. 

Name of Aacot 

DllHI 

24 J WI Hook AameJ. CoIi-
oaugbt Place. New Ddhi. 

Sat Nanin & Soul. 3J41, 
Mood. Ali Baar, Mari 
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26. Atma Ram at Soul. Ka.b-
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TheCentral News A&cDcy, 
23/90, Connauabt Place, 
New Delhi. 

The EnaJilb Book Store, 
7~L. Connauahl.Circul, 
New Ddhi. 

~O. Labhml Book Stoo:e, .p, 
MUDicipaJ Market. Janpath. 
New Delhi. 

31 Babree Brothen, 188 La;-
p.ua. Market, Delbi-6. 

33. 'a,aDa Book Depot, Chap-
parwala K\Wl, Karol Bagb, 
N_ Delhi. 
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11 

15 

20 
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27 
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33. Osford Book at Stationery 
Company, Scindia HOUR. 
Coooauaht Place, New 
Ddhi-I. 

34. People', PublilhiDa HOUle, 
Rani Jbanai Road, New 
Delhi. 

35. The United Book Aaco"" 
48, Amrit Kaw Muter, 
Pabar GaDI, New Deihl. 

jtl. HlDd Boot House, 8a, 
Janpath, New Delhi. 

11. BookweJJ. 4. Sun NanD-
karl CoIOD,. IUng.war 
Camp, DeIhi-9. 

MANIPUR 

la. Shrl N. Cbaoba ~jqb. 
New. AaCDI. RamIalhal 
HiP School ADD ... , 
Impbal. 
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J~. The SCCRtary, Eatabllab- ": 
mcot l)eputmcot. n. 
High Commiuion of Indb. 
lndiI HOllIe, A1dWJCh. 
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