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INTRODUCfION .~ 

I, the Chairman, Committee on Public Undertakings having beea 
authorised by the Committee to submit the Report on their behalf, present 
this Thirty-third Report on Action Taken by Government on the recom
medations contained in the Sixty-sixth Report of the Committee on Public 
Undertakings (Fourth Lok Sabha) on Indian Oil Corporation (Pipelines 
Division) . 

2. The Sixty-sixth Report of the Committee on Public Undertakings 
(Fourth Lok Sabha) on Indian Oil Corporation (Pipelines Division) was 
presented to the Lok Sabha on the 30th April, 1970. The replies of 
Government to all the 37 recommendations contained in the Report were 
received on the 1st November, 1970. These replies were considered by 
the Committee on the 14th September, 1971. 

3. Further information sought in respect of certain points arising out 
of the replies furnished by Government wall received in batches between 
November, 1971 and November, 1972. 

4. The replies of Government to the recommendations were considered 
by the Committee on Public Undertakings at their sittings held on 14th 
September, 1971, 1st December, 1972, 22nd and 23rd January, 1973, 1st 
and 2nd February, 1973. 

5. The Report was considered by the Committee at their sitting held 
on the 4th April, 1973 and the Chairman was authorised to finalise the 
Report on the basis of the decisions of the Committee and present it to 
Parliament. 

NEW DELHI,' 

April 10, 1973. ··.·i' 

ChDitra 20, 1895 (Saka). r 

(vii) 

SUBHADRA JOSHI, 

Chairman 
Committee on Public Undertak.ing. 



REPORf 

A. INDUCTION OF BECHTELS (Paras 2.29 to 2.42, 3.66, 3.69 to 3.75, 
3.105 to 3.106,9.1 to 9.8 of 66th Report (4th L.S.) on I.O.C. (Pipe
lines) 

••..• '1.. 

Recommendations (SMa) Nos. 1. 2, 3, 4. 6, 7. 16 and 17) 

The Committee dealt with the matter of induction of Bechtels, payments 
made to them, inept technical advice rendered by them and undue favou~s 
shown to Bechtels at every stage of the, two pipeline projects in their recom
mendation Nos. I, 2, 3, 4, 6, 7, 16 and 27. 

These RecommendatiO'.ls together with replies of Government thcr:to 
are reproduced oclow:-

Recommcndaf.m (SI. 1';0.1) 

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

First that Be.chtcls had worked in the area in 1955, Secondly th1 
Bechtels would prepare the Project Report in abaUL 4 to (5 we~h and finally 
they might be nbJe to "persuade the World Bank Or other agencies in the 
USA on the question of financing the foreign. exchange compone'llt of the 
project." The Board of Directors had however, clearly directed that 
Bechtels might be entrusted with the work "if the ENl credit is not forth
coming." 

The Committee would, therefore, like to t lee 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 managing Director reported that 
"from his discussions with the Government. we understood that credit from 
EN! for this study and Project is not available. to 

In this connection, the Committee would like to recall that the agree
ment with the ENI for foreign credit was coDchlded by the Government of 
India in August 1961. and it was Government's intention to utilise. it for 
Pipeline iProject also. It stands to reason that if the credit was available 
for the~roject costing over Rs. 6 crores as a whole, it should have been 
P9ssible to accommodate an expenditure of a few lakhs which would have 
'been incurred on the preparation of the Project Re.poit. 
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Further, it was obviously in the interest of Snam Saipem (belonging to
ENI Group) to prepare the Project Repon, which would have greatly 
facilitated the execution of the Project by them. 

Even if for the sake of argument, it is assumed that ENI credit was not 
available for preparation of the Project Report, the Committee are unable 
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 meeting of 
tbe BOll'l'd of Directors of 3rd July, 1961, that "there were three parties in 
view namely ENI of Italy, Bechtels Corporation ot 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 
experienced undertakings of national and international standing which were
evincing keen interr-est in the Project? 

The Committee are not inclined to give much weight to the experitmce 
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 prepared: 
preliminary Project Report for this Pipeline and were actively associated 
about this time as technical supervisors with a bigger pipeline project Jor 
carrying crude oil from Naharkatiya to Barauni, and who had also experi
ence of dealing with Snam, the contracton who were ultimately entruste.d 
with the execution of the Project. 

Another advantage claimed for Bechtels is that they would "prepare a 
Report in about 4 to 6 weeks". The Committee are not able to attach 
much importance to thi~ claim as in actual fact the time. taken for conclud
ing the agreement with Bechtels for preparing the Project Repon after their 
name was first mooted in the Board meeting of 3rd July, 1961, amounted 
to nearly 5 months (the agreement was concluded only in December, 
1961) ." 

(Paragraphs 2.29 to 2.33) 

Reply of GO'fel'DJllellt 

The matters relating to the induction of Bechtels as Design Engineers 
aad overall Supervisors in Gauhati-Sfliguri Pipeline have been referred to 
the Commission of Inquiry for a thorough probe vide para' (a) (ii) 01 
Appendix I (reproduced below) :-
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Terms of Reference 

"(a) (li) was the induction of Bechtels into the aforesaid projects mala
fide, and were they shown any undue favour by officials of the IRL/Govern
ment," 

[Ministry of Petroleum and Chemicals and Mines and Metals (Deptt. of 
Petroleum) O.M. No. 15(17)/70-0R, dated 1st November, 1970]. 

Recommendation (SI. No.2) 

"As regards the claim that Bechtels might be able to "persuade the 
World Bank or other agencies 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 CorpoJationiGovernment decided not to· 
call for global tenders, and entrusted the Project to Snam Saipem (belong
ing to EN! group) to be financed from ENI credit, agreement for which 
h<!d already been concluded in August, 1961 i.e. four months before 
Bechtels were formally commissioned for the Project Report. 

The Committee are unable to accept that ENI credit was not avaibble 
fOT the Project study in October, 1961, .for they find that Government had 
informed the Indian Refineries Ltd. on 17th October, 1961, that the Pro
ject Report for Barauni-Calcutta, Barauni-Delhi c biggCl 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 
Progett.i (belonging to EN! group) by Government at that time-October, 
1961-the Committee are unable to understand how Indian Refineries 
Ltd. /Government could persuade themselves to mtrust the Project study of 
Gauhati-Siliguripipeline to Bechteb to the exclusion of others. As the 
induction of Bechtel! ill the pipeline project on unfounded grounds has 
led to several complications later in this and Haldia-Barauni-Kanpur pipe
line project, the Committet cann~t but take a grne view of this failure of 
IRL/Govemment to nip the mischief in the bud." (Paragraph 2·34 to 2.35) 

Reply of GoTenlJlle.t 

The induction of Bechtels in the Gauhati-Siliguri Pipeline Project hu 
been referred to the Commission of Inquiry for a thorough probe in tho" 

.matter vide para (a) (ii) of Appendix I (reproduced below):-

Term of Reference 

.. ( a) (ii) was tbe induction of Bechtels into the aforesaid projects mala
fide, and were tbey shown any under fayour by officials of the IRL/Go
vernment." 

[Ministry of Petroleum and Chemicals and Mines and Metals (Depu. 
of Petroleum) O.M. No. lS(17)/70-0'R, dated lst November, 1970J. 
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RecolDllleadation (St. No.3) 

"The Committee are even more puzzled by the deci.~ion of IRL/Govem
:ment to appoint Be.chtels as design engineers and overall supervisors fot, 
this pipeline and pay Bechtels as much as Rs. 51.26 lakhs ill rupees (ill .. 
<ludes Rs. 22.48 lakhs as Income Tax liability) and 2,86 lakhs dollan 
(Rs. 13.63 lakhs). 

The Committee note that one of the Directors of IRL had pointed .... u. 
at the Board meeting held on 28th May, 1962, that "it might be useful to 
call for tenders for engineering and management services in order to verify 
the reasonableness of the offer made by Bechtel Corporation." The Com
mittee are unable to appreciate how this reasonable proposition was talked 
out of hand on the ground that "Bechtel Corporution's offer compared quite 
favourably with similar jobs executed el'\~wher" and otters recei\led lor other 
jobs", and "the calling of tenders at that stage would merely delay the Pro
ject". It is also on record that the Board noted "this clarification" and 
observed tbt "a decision had already been taken hy the Sub··Committe~ 
of Directors empowered to deal with the matter." 

The Committee are unable to appreciate how the Board of Directors 
could alIow an issue which inv-o·lved p::lym~nt of nearly half a crere of rl1p~es 
to be peremptorily taken out of their .purview and considered judgment 
merely because they had ask\!d a Sub-Committee of their OWTl Directors to 
go into the matter. 

The Committee are baffled how a part o[ a direc~ing body could dictate 
in this manner to the parent body to the detriment of public interest. 

Morever, the claim that the offer of Bechtels "compared quite favourably 
with similar jobs executed elsewhere and offers received for other jobs" is 
opcn to question. It is Oil record that BOC pipelines fees for Nahark::tiya
Barauni pipeline amounted to about 7 per cent of the capital cost. At 
the relevent 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 hkhs in rupees (Includes Rs· 22.48 lakhs as Income Tax liability) 
Md 2.86 lakhs in dollars (Rs. 13.63 lakhs) which would work Qut to 10.81 
per cent, a much higher perce'11tage than 7 per cent. 

Tht! Committee would also like to point out that Government sanction 
(vide letter No. 31/6/62-0NG, dated the 5th October, 1962) was for the 
IRL proposal to entrust Bechtels with "the design engineering and the ma
nagement of the Project at a total cost of Rs. 41.20 lakhs including foreign 
~xchange CQst of Rs. 18.21 lakhs:'The Committee would like Govern-
ment to vC'I"ify whether payment in excess of their sanction was made, and 
if so, by whom and on what authority and fix responsibility for the lapse. 

(P8raIiapb No. 2.36 to' 2.40). 
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.epI, ofGcm ....... 

The issue whether sny payment to Bechtels as, Design Engineers andt 
~verall Supervisors in Gauhati-Siliguri Pipeline was made in excess of the 
amount sanctioned by Government has been referred to the Commission of 
Inquiry for a thorough probe in the matter vide para (a) (i) of Appendix 
I (reproduced below);-

Term of Reference 

O'(a) (i) to determine whether any payment to Bechtels (as Design,· 
Engi:neers and Overall Supervisors in Gaiuhati-Siliguri Pipeline and as 
Design Monitors and Project Managers in Haldia-Barauni-Kanpur Pipeline.) 
was made in excess of the amount sanctioned by Government and jf so,. 
was such payment justified?". 

[Ministry of Petroleum and Chemicals and Mines and Metals (Deptt. of 
Petroleum) O.M. No. 15 (70)/70-0R, dated lst November, 1970]. 

Recommendation (SI. No.4) 

"To conclude, the Committee arc 'Dot able to appreciate the reasons 
why Indian Refineries Ltd./Government did not invite offers for under
taking engineering and supervision work from several well-known experi
enced parties of national and international standing belore favouring 
Be.chtels with the assignments on rates which proved to be far from com
petitive and without any commensurate benefit. 

The Committee are aho not able to appreciate why Indian Refinerie!l 
Ltd.lGovernment did not call for global tenders (or execution of the PfI)
ject specially when the EN! credit whiCh was ultimately availed of for 
. the Project contained a specific provision to the effect that IRL coulj 
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 expeet that Snam Saipem woulel have offered 
even more competitive rates to gain the new contract in the fac~ of keen 
competition by firms of national and internatioml standing who were open
ly evincing keen interest in the work. The Committee nee,! hardly point 
out that ENI group of companies had already their machinery, equipment 
and men in the country for execution of the Naharkatiya-Barauni crude 
pipeline and it w[s obviously in their interest to gain another pipeline con
tract. The Committee are of the view that had ~dQhal tcnLlers been invited 
nothing would have been lost, while there is every reawn to believe that 
IRL would have considerably gained by inducing the firms to give most 
competitive offers in respect of COlit and &ccommodation for foreign
exchange component of the project. 

(Paragraph No. 2.4 I to 2.42)· 
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R.,.,. of GoftI'llIB.1It 

(a) The matter relating to the induction of Bechtels in O.S. PipelinCi 
':have been referred to the Commission of l'Ilquiry for a thorough' enquiry, 
,vide para (a) (ii) of Appendix I (reproduced below):-

Term of Reference 

"( a) (ii) was the induction of Bechtels into the afore·said projects 
'mala fide, and were they shown any undue favour by officials of the IRL/ 
·Government. " 

(b) The Commission of Inquiry has also been entrusted to investigate 
,the circumstances in which the IRL/Government awarded the construction 
contracts for Gauhati-Siliguri Pipeline to Snam-Saipem on negotiated basis 
without calling for global tenders vide para (g) of Appendix I (reproduc

.ed below:-

(g) "to investigate the circumstances under ..-hich IRL/Government 
awarded the constructLn contracts for Gauhati-Siliguri and Haldia-Barauni

. Kanpur Pipelines to Snam-Saipem on negotiated basis without calling for 
,global tenders." 

,[Ministry of Petroleum and Chemicals anrl Mines "ind Metal(; (Deptt. uf 
P.~troleum) a.M. No. 15(17)/70-0R. d:lted 1st November, 1970]. 

Recommendation (SI. No.6) 

'The Co~mittee r re not able to appreciate why it was necessary to 
'bring Bechtels on the scene when they had already commissioned Snam
Progctti both for t~le p~e1iminary Project Report and the Executive Project 

'Re,port. 

As regards the plea that it W3, found p;)ssib~e to effect a saving of 
nearly Rs. 3 crores by asso:.::iating Bechtels in finalising the design :lnd 
specifications for IRL.. 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 appeaTs to have be.en based on false 
p"emises be:-ause an economy brought about by reducing 
capacity and by eliminating various facilities ...... is n:>t a 
real economy, but an illusory a.le." 

(P.:.ragraph Nos. 3.66 and 3.67) 
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Reply of GUt'erlUllent 

Tb,e matter relating to the induction of Bechlels has be~n referred to 
the Commission of Inquiry for a thorough probe vide para (a) (ii) of 
Appendix I (reproduced below):-

Term 0/ Reference 

"( a) (ii) was the induction of Bechtels into the aforesaid projects 
malafide, and were they shown any undue favour by officials of the IRL/ 

-Government" . 

TMinistry of Petroleum and Chemicals and Mines and Metals (Deptt. of 
Petroleum) O.M. No. 15(l7)/70-0R, dated 1st November, 1970]. 

Recommendation (SI. No.7) 

"It is evident from the above that the agreement with Bechtels for 
-payment is not related to the pr':>gress of tll:: work, instead it was made II 
lime-bound, with the result that Bechtels managed to clear the scene after 
cirawing more than a crore of rupees as fees and charges while the project 
was still in mid-stream as it was completed only in August, 1966 and com
mis3ioned on 26th September, 1966. 

It would be pertinent in this connection to recall that while agreement 
with Bechtels a~, design monitors and project managers was concluded only 
'in Marchi April, 1964, the Indian Refineries Ltd., had started making pay
ments to them as early as December. 1963 without waiting for Govern
ment's approval to the agreement on the plea "work done, payment made." 
The Committee would have ve:'y much appreciate'j if the hypothesi:> had 
been applied by Government to ensur~ that payment was only made after 
the work was completed. The Committee 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 moniton and project managers even before the approval of 
,Government had been taken thereto. 

The Committee are also not convinced that the Pipeline Division of 
1.O.C. who looked after the crucial phase Cof completion and commissioning 
of the pipeline project after Bechtels cleared off tho:: scene on 30th June. 
1965 could not be entrusted with the responsibility of project manlgers 
and design managers from the very inception. 

The Committee have dealt at length with the role of Bechtel:; in ad
vising Indian Refineries Ltd. to stick to the alignment of the pipelin~5 
·through coal-fields in Chapter VII from which it would be seen that Bechtel, 
'shifted their ground in crucial matters of alignment more than once. 
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Later in this Chapter the Committee have pointed out how tlb:1 actual' 
throughPUt capacity of Haldia-Barauni pipeline for pumping crude oil has 
been found to be even Je3S than 1.5 million tonnes, as compared to Gov
ernment's intention of building a pipeline with 3 million tonnescapacity 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 replacement at the cost of Snam (Estimated' 
Rs. 15 lakhs) and IOC about 4 lakh3. 

The above instances are indicative of the failure of Bechtels to dis
charge faithfully their responsibilities as design monitors and project 
managem. 

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 knowledge of the Undertaking 
and the Government both of whom shoul6i be held to account for the serious 
lapses to safeguard public interest. (Paragraph No. 3.69 to 3.75)." 

Reply of Government 

The question of induction of Bechtels as Design Moniters and Project 
Managers in Haldia-Barauni-Kanpur Pipeline and payments made to them' 
has been referred to the Commission of Inquiry vide para (a) (i) and (ii) 
of the Appendix 1 (reproduced below). 

Term of Reference 

"(a) (i) to determine whether any payment to Bechtels (as Design' 
Engineers and over all Supervisors in Gauhati-Siliguri Pipe 
lines and as Design Monitors and Project Managers in Haldia
Barauni-Kanpur Pipeline) was made in excess of the amount 
sanctioned by Governm.:nt and if so, was such payment 
justified'l 

(ii) was the induction of Bcchtels into the afa-rebid Projects mala
fide, and were they shown any undue favour by officials of the 
IRL/Government. " 

[Ministry of Petroleum and Chemicals and Mines and Metals (Department 
of Petroleum) O.M. No. 15(17) /70-0R. dated 1st November, 1970). 
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"It would be pertinent to recall the conclusion of the Board of Directors 
of IOC after a lengthy discussion about the dealing of Bechtels. Tho 
minute of the Board's meeting held on the 26th March, 1969, inter alia re
Cqrds: 

"Looking into the dealings and records O.f Mis. Bechtels, the BoarUd 
decided that the Corporation will not have any dealings iD 
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 lor 
a thorough investigation by Government to determine the manner and the 
reasons for which M / s. 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 Rs. 75.46 lakhs as fees and the balance as re
imbursable cost) with bardly 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 ~ery 
stage as evidenced by the unusal provisions of the agreements. 

The Committee cannot help pointing out that the· then Managing Direc
tOr, IRL, who was signing the asreements on behalf of IRL moWed ~ore 
concern for the interests of the Bechtels than lor the public III08ey he was 
~ntrusted with. (Paragraph No. 3.105 and 3.106)". 

GoveraBlellt's R,ply 

As recommended by the Committee on Public Undertakings tho issues 
relating to the induction of Bechtels in Gauhati-Siliguri Pipelines as Desip 
EDgineers, and overall Supervisors and as Dosign Monitors & Project 
Managers, in~BK Pipelines have been referred to the Commission of in
quiry for a thorough investigations vide para (a) (i) (ii) (b) and (m) of 
Appendix J (reproduced below):-

Terms of Referellce 

'~(a) (i) to determine whether any payment to Bechtels (as Design 
Engineers and overall supervisors in Gauhati-Silligu.ri fipeline 
and as Design Monitors and Project Managers in Haldifa
Barauni-Kanpur Pipeline) was made in excess of the amount 
sanctioned by Government and if so, was such payment justified? 

111 LS-2. 



(ti) was the induction Of Bech'.3Is intoaforesmd projects mala-fide 
and were they shown any undue favour by officials of tberRLl 
Government. 

(b) to determine whether there have been omissions in regard to 
scrutinising, editing, compiling and maintaining contractual 
documents relating to the investigations, designs, construction 
and supervision Qf the Haldia-Barauni-Kanpur pipeline and 
whether the negotiations leading to the contracts were carried 
out diligently and whether adequate records of the negotiations 
were kept. 

(m) generally, to report on any other matter that is relevant, in the 
opinion of the Commission.' 

{Ministry Df Petroleum and Chemicals and Mines and Metals (Deptt. of 
Petroleum) O.M. N:). 15(17)!70-0R, 1st November, 1970]. 

Recommendation (Serial No. 27) 

"The Committee have commented in Chapters IT and III in detail on 
the induction of Bechtels in the Pipeline ProJects on unfounded grouads 
which have led to several complications. They are rather intrigued by the 
manner in which Bechte~s were first introduced into the Pipeline Project 
by the then Managing Director of I.R.L. on three grounds, viz., that they 
worked in the area in 1955, that they would prepare the Ptoject Report in 
about 4 t06 weeks, and finally that they might be able to persuade the 
World Bank Or other agencies in the U.S.A. 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 yean earlier 
from the time in question; they'comp1eted the Report not in 4 to 6 weeks 
but in 11 week, and in actual fact the Corporation /Goveroment decided 
not to caU for global tenders, and. therefore, the question of taking the 
assistance of Bechtel!' for persuading t'he World Bank for financing the 
foreign exchange component of the Project did not ar.ise: . The Committee 
cannot but take note of the grave ,f~i!urc of the I.R.L./Government to nip 
the mi~hief in tm bud. . 

The Committee are even more puzzlcJ by the de:::ision of I.'R.L./GOv
eroment to appoint Bechtels as design engineers and overall supervisors 
for Gauhati-Siliguri pipeline and pay Rechtels as much ao; R!i. 51.26 lnkhs 
in rupees and 2.86 lakhs of Dollars (Rs. 13.63 lakhs), including an income
tax liability to the tune of Rs. 22.48 lakh. The Committee haV'e also 
showed how the payment 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 to have been paid for Naharkatiya-Barauni Pipeline which was e'X-

ecuted about the same time. . 



11 

Tbe CommiUeofind that the Managing Director of I.R.L. was also 
:primarily re$pODlible for bringing Bechtela . into Haldi-Barauni-Kanpur 
pipeJineproject on the ground that Bechtel Corporation could bring about 
· "modifications and simplifications in the E.N.I. design for the project ... 
without sacrificing safety and technical consideration· SO as to yield sufficient 

.-economies in Project Cost". Bechtels thus got inducted into the H.B.K. 
pipeline project as design monitors and project managers at n colossal ch81~ . 
of about Rs. 87 lakhs. Bechtels managed to clear off the scene by 30tn 

.June, 1965, by contriving an agreement which made payments to them time 
bound without relating it to the actual progress of work. The result was 
that Bcchtels vanished from the scene n~arly a year before the completiOl 
and commissioning of the Project. Th.:-y also managed to get payment.\ 
with retrospective effect on the ground thnt "the work done-payment made." 
But the same hypothesis was not stretechedby Government to ensure that 
payment wa3 made to Bechtels only after the work was completed. The 
Committee cannot help the conclusion Ihat the I.R.L. showed more concern 
for Bechtels' interest than for the Project. 

Bechtels played a crucial role in the discussion at Milan in July, 1963, 
which led to the conclusion of faulty agreement with Snams for construc
tion of the pipeline with capacity of even less than 2 million tonnes against 

· the intended capacity of 3 miUion tonnes. 

It is also on record how Bechtels changed Uleir stand about alignment 
,of the pipeline through the coal-field area. after the pipeline had actuall) 
been laid. The Committee see no reason why Bechtels cOuld not have 
referred the matter earlier say in 1963 instead of 1965 to the San Finan
elsco office when the Indian mining consultants were unanimously of the 
view that the pipeline should not be laid in the coal bearing area, and why 
they could not suggest examination of the coal fields by an Indian expe. 
earlier than i 965. The net· result is that besides tlle hazards to which thl 

'pipeline has beenunnecessarlly exposed by laying it in the coal area, it 
· would cost nearly Rs. 2 crores to realign the pipeline to avoid the coal 
fields. 

As regards the claim that the introduction of Bechtels would result in 
,economy, the Committee would like to recall the considered views of the 
'Director-in-charge (pipelines), JOe. that the economy achieved was more 
illusory than real. as the facilities and capacity were considerably reduced 

· without commensurate reduction in cost. 

The dealings of Bechtels were critically reviewed by the Board of Oirec
-tors of JOC at their meeting held on 26th March, 1969, and they recorded 
.infer alia:·-

"J .ooking into the dealings and records of MIs. Bechtels, the Board 
decided that the Corporation will not have any dealings in 
future with the party." _ J .~t 

,~~, 

.';: .. 
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The COIIlD\itte~ need hardly point out that the Resolution of the Boarel 
of Directors of IOC is conclusive on the subject 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 with hardly any commensurate benefit to the project. In 
fact, but for their inept tecbnical advice at crucial stages the history of the 
project of HBK pipeline may well have been different. The Committee· 
would like Government to pursne the matter to its lodi 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 evidenced by the unusual provisions of the agreements. The Com-
mittee cannot help pointing 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 entrusted 
with. 

(paragraph N:1. 9.1 to 9.8). 

Reply of Government 

The Government have referred the matters relating to the induction of 
BechteIs as Design Engineers and overall Supervisors in Gauhati-SUiguri 
Pipeline and' as Design Monitors and Project Managers in Haldia-Barauni
KaDpur Pipeline and payments made to them' to the Commission of in-
quiry for a thorough mvestigations vide para (a), (b) and (1) of the A~--
~ix I (reproduced below):- . 

Terms of Reference 

"(a) (i) to de~~~mine w~ther any payment to Bechtels (as Desipr 
EngineerS .. mulpveraIl Supervi,sprs in G~~t.i.;~il~ri .pipeline 
and as ,~sigoMOllitors aod . Project Managers in Haldia-
. Baraum-Kanpur Pipeline) was made in excess of the amount 
sanctioned by Government and if 90, was such payment justified?' 

(ii) Was the induction of Bechtels into the aforosaid P'Ojects 
mala-fide, and were they shown any undue favour by ·6ftlcials 
of the IRL/Government. . ,. ,. 

(b) to determine whether there have been omissions in regard to 
scrutinising, editing. compiling and maintaining contractual 
documents relating to the investigations, designs, construction 
and supervision of the Haldia-Barauni-Kanpur pipeline and' 
whether the negotiations leading to the contracts were carried 
out dili~ntly and whether adequate records of the negotiations. 
were kept. 
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(1) arising out of (k); to recommend further action, if any, that 
must be taken against particular officials whose conduct is 
assessed as meriting this. 

(Ministry of Petroleum & Chemicals and Mines & Metals (Deptt. of 
Petroleum) O.M. No. 15(17)/70-0B. dated 1st November. 1970] 

Comments of the Committee 

It is quite obvious from the above recommendations that the Committee 
!based on the whole set of evidence and infol'l111ltion available to them had 
rpOiBted out in clear and in no uncertain terms that inductiOn of BechteL~ 
into the Pipeline Projects was wrong, improper and unjustified and that 
undue favours were shown to the Becbtels at all stages during their asso
ciation with the pipeline projects. By referring this matter to a Commission 
oJ Inquiry under term of reference (a) (ii), the Government.have ~Iy 
re-opened the issues highlighted in the recommendations. 

In the opinion of the Committee, reference of this particular _after 
under (a) (Ii) to Commission of Inquiry wao; not W~lrranted. In the conteu 
of these recommendatiom, an enquiry would have been in order for the 
specific purpose of fixing responsibility for the grllvl' lapse pointed out by 
the Commtttee. 

Under term of reference <a) <i), the Commission of Enquiry is required 
"to determine whether any payments to BechteL! (as Design Eqlneers and 
overaO supervisors in Gauhati SUligwi Pipeline and DCI desigll monitors and 
Project Managers in HBK Pipelbte) was made in excess of the aMOwat 
sanctioned br Government and if so was such payment juldfted?" 

E~ept ill Recommendation No.3 wbeft tbe Committee recommended 
verification whedler payment In excess of Go.vemment sanction "118 made 
nowhere in tbe other recommendations did the Committee say that pay
meMs were made to Becbtels in excess of amounts sanctioned by the 
-Government. What the Committee bad categorically stated was that Ply
ments made to Bechtels had nodd .. to do w.ith the work accomplished and 
ibat they were not commensurate with the benefits to the project. The 
·CommIttee take a serious view ofibe Government's attempt to miscontme 
.the recommendations of the Committee. 

B. DETAll...ED PROJECT REPORT 

(Paras 3.62 and 3.63) 

Recommendation (St. No.5) 

The Committee's recommendation No. 5 and Government's reply 
thereto read as under:-

"While the Committee can understand Snam Progetti being entrusted 
with the work of prtlluaWn of Preliminary Project Report. 
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they are puzzled by the acceptance of Indian Refineries Limited/ 
Government of the offer of Snam Progetti to prepare the' 
Executive Project Report, without first taking a finn decision 

on the feasibility of the Pipelines and their alignments having 
regard to the economics of operation and other relevant factors. 

The Committee 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 untenable and unacceptable 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 Project Report to 
facilitate the IRL/Government to take rational decisions. 

The Committee also find that the Government consulted the Indian 
Institute of Petroleum Debra DIm, and other Indian experts. 
about the general alignments and terminal points for the pipe
line, only in 1962 and decided in 1962 that the pipeline should' 
be laid only between Haldia-Barauni and Barauni-K8npur~, 
The Committee feel compelled to observe that had Government 
taken the elementary precaution of setting the terminal points 
and general alignment of the pipeline in consultation with the 
Indian Institute of Petroleum Dehra-Dun, economists and other' 
experts in the field, they would have saved both money and' 
time by indicating clearly the requirements to the foreign com
pany. The Committee would like Government to take remedial; 
measures to ensure that such costly lapses which affect the 
very basis of planning and have grave financial and economic' 
implications, do not recur. 

[Paragraph No. 3;62 to 3.63] ,:, 

Reply of Government 

"The Government have noted the recommendatioD.'" 

[Ministry of Petroleum and Mines & Metals (Deptt. of Petroleum) O.M., 
No. 1S(17)/7()"()R, dated 1st November, 1970]. 

Further Tnfonnation called for by the Committee 

Government may spell out remedial measures to ensure that such cos~lv' 
lapses which effect the very basis of planning and have grave financHlt 
and economic implications. do not recur. [L.S.S. O.M. No. 16-PU/68" 
dated ] st November. 1971]. 
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Further Reply of Government 

The recommendation of the CPU to the effect th'lt no project should 
be undertaken without first taking a firm decision on the feasibility of the 
project has been noted for future guidance and compliance. In fact, BPE 
have already issued detailed instructions in this regard which are being 
followed. Feasibility studies are now p ,'epared in accordance with Planning 
Commission's Memorandum referred to therein. A copy of Bureau of 
Public Enterprises O.M. No. 2(75) j68-BPE(GM), dated 23rd April, 1968 
is enclosed. (Appendix Il). 

[Ministry of Petroleum and Chemicals O.M. No. 15 (17)j70-0R. dated 
3rd November, 1971) 

Comments of the Committee 

The Committee note that Government have issued detaDed in!itructiollS 
vide O.M. No. 2(7S)168.BPE(GM), dated 23rd April, 1968 laying down 
pidelioes for preparation of feasibility studies. As regards the Committee'. 
reaommendations, Government have also added that ''tbe recommendatloll 
of the CPU to the effect that no project should be undertakeb without 8nt 
taIdag a firm decision nn the feasibUity of the ~ect, bas been DOted for 
futIRe guidance and compliance." The Committee cannot too strongly 
stress that the instructions given by Government about preparation of the 
leadbiHty reports and a firm decision being taken on the feasibility reports 
Wore incurriag further expenditure on detailed project reports etc., should 
be adhered to strictly by the public undet18kings and care should be taken 
by Government to see that daese are enforced. The Committee, bowever, 
find that one .-ped bigbJighted in tbe recOtbmendations made by them In 
P1II'BgI'IIpbI3.62 and 3,63 read with the supportfng narration earlier, namely. 
the benefit derived from the Executive Project Report by Snam Progetti who 
"ere paid a sum of Rs. 39 lakhs .. not been gone into. The Committee 
would like Government to investigate this matter in all its IIspem. TIle 
CollllDittee have, Irter in this report. made crtain observations on the 
dealings of the public undertaking with Snam ProMetti. The above aspect 
BUd other related matters may be taken lip togetber for investigation by 
Government at the highest level. 

C. GLOBAL TENDERS 

(paras 2.41 to 2.42. 3.76 to 3.77, 9.9 to 9.12) 

Recommendations (Serial Nos. 4, 8 and 23) 
In recommendation No.4, the Committee had said:-

Recommendation (SI. No.4) 

"To conclude. the Committee are not able to appreciate the reasons 
why Indian Refineries Ltd./Govemment did not invite ofTers for undertak
ing engineermg and supervision work from several well-known experienced 
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parties of ........ al 1lDIl . .&tematiooal standi.' before favouring Bechtels 
with the assignments 011 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./Government did not call for global tenders for e~ecution of the PrO
ject specially 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 global tenders." While the Committee appreciate that Snam 
Saipem had the experience. and knowledge of terrain. it would not havo 
been unrea~onable to expect that Snam Saipem would have' offered even 
more competitive rates to gain the new contract in the face of keen com
petition by firms of national and international standing who were openly 
evincing keen interest in !'he work. The Committee need hardly point out 
that ENI group of companies had already their machinery. equipment and 
men in the country for execution of the Naharkatiya-llarauni 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 ';:vl~ry reason to believe that IRL would 
have considerably gained by inducing the firms to give most competitive 
offers in respect of cost and accommodation for foreign exchange com
ponent of the project." 

(Paragraph No. 2.41 to 2.42). 

This was about Gauhati-Siliguri Pipeline. Government's reply to this 
recommendation was:-

Reply of Govenulient 

•• (a.) The matter relating to the induction of Bechtels in G.S. PipeliDes 
has been referred to the Commission of Inquiry for a thorough enquiry vide 
para (a)(ii) of the Appendix I (reproduced below):-

Term of Reference 
"(a) (ii) was the induction of Bechtels into the aforesaid projects ma1f 

ftde, and were they shown any undue favour by officials of the IRL/Gov:' 
einll'lint ... 

(b) The Commission of Inquiry has also been entrusted to investigate 
the circumstances in which the IRL/Govemm'cnt awarded the construction 
contracts for Gauhati-Siliguri Pipeline to Sham-Saipem on negotiated basis 
without calling for glo,,81 tenders vide para (g) of Appendix I (repr~uced 
below):-

.. (g) to investigate the circumstances under which IRL/Govem
ment awarded the construction contracts for Gauhati-Siligur.i 
and Haldia-Barauni-Kanpur Pipelines to Snam Saipem on 
negotiated basis without calling for global tenders." 

[Ministry of Petroleum and Chemicals and Mince; and Metals (Deptt. of 
Petroleum) O.M. No. 15(17)!70-0R, da~d 1st November 1970.] 
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. AboUt the HBt Pipeline, the Committee had made the following re
~mebdatiOJi:-

ReeoJlllllelldatioa (SI. No.8) 

"The Committee find that the Managing Director of Indian Refineries 
Ltd., in his letter of 5th April, 1963, had informed Government inter alia 
that: "The 9 firms addressed, io.cluding ENI-there are two each lrom 
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 ;n
valved." 

The Committee are. therefore, greatly surprised to find that the Manag-
ing Director in a subsequent Jetter of 6th July, 1963. addressed to the 
S~retary, Ministry of Mines and Metals, stated inter alia. "The execution 
of the project may be settled by negotiation with the concerned ENI com-
pany. an earlier decision to invite tenders from a number of sek:cted com
parnes being given up, mainly because of the probable difficulty of finding 
the foreign exchange involved, and also because of the likely delay in ex
. ecution. " The Committee are not able to appreciate how the difficulty ~,f 
foreign exchange could be made an alibi for not calling for global tenders 
waD it is on record that out of the 9 firms including ENI addreswd by 
Indian Refineries Ltd., two each from the USA, UK and France and one 
-each from West Germany and Japan, 'bad all expressed their keen interest 
in the work and also indicated that foreign exchange credit for the cost 
involved could be offered. It would alllo be recalled that the ENI 
-credit itself contained • clause that global tenders by advertisement could 
be invited. The Conunittee are baffled with the manner in which the 
Managing Director reiened ~he e~ier indlcratibn of $'ling in. for global 
teaders in -hi. letter of 5th APril, 1963 to'dc:Wemrft~nt by maKing all man~ 
net of assumptions in his letter of 6th July, 1963, of foreign exchange difti
eultie~ got aceerttuated during the brief period of three months to such 
an extent that even callhig of global tenders linked with accommodation 
fat foreigd exeh8hge cOuiPOllent could be arbitranly ruled out. If Govern
ment had made fuU use of the enablirig ,provision in the ENJ credit. the, 
could have induced ENI group of fi11l15 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 Gatlbati and Siliguri. The 
global tender would have had the additional benefit of giving the Govern
ment an opportunity to test the offer of ENI against technological develop
ments in the field all over the World and it is qllite possible that the short
coinings, particularly in the capacity and alignment which came to mar the 
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project at a later date would have been avoided. The Committee w(>uld: 
like Government to fully investigate the circumstances under which IRL 
and Government allowed themselves to be persuaded to band over the con
struction contract to Sham-Saipem exclusively without putting it to sure
and practical test of global tenders. (Paragraphs No. 3.76 to 3.77). 

Government's reply to this Recommendation was:-

Reply of Government 

"The Commission of Inquiry has been requested to investigate the cir
cumstances under which IRL/Government awarded the construction con
tracts for HBK pipelines to Sham-Saipem on negotiated basis without call
ing for global tenders, vide para (g) of Appendix I (reproduced below) :--

Term of Reference 

"(g) to investigate the circumstances under which IRL/Government 
awarded the construction contracts for Gauhati-Siliguri and Haldia-Baraunj
Kanpur Pipeline to Sham-Saipem on negotiated basis without calling for 
global tenders." 

[Ministry of Petroleum and CltemicaJs and Mines and Metals (Deptt. of 
Petroleum) O.M. No. 15(17)!70-0R, dated 1st November, 1970]~ 

Recommendation No. 28 had to say the following:-

Recommeadation (81. No. 18) 

"The Committee have not been able to appreciate why Indian Refinories; 
Ltd./Govemment did not call for global tender-sfor execution of Gaublti
Siliguri Pipeline and Haldia-Barauni-Kanpur pipeline, especially when the 
ENJ credit, which was ultimately availed of for the Project contained a 
~pecific provision to the effect that IRL could "advertise 'and invite global 
tenders." It is on record that 1here were as many as 8 other f~gn com
panies of international standing, ~wo each from USA, UK and France and 
pne each from West Germany and Japan, who were evincing keen interest 
in execution of the project and were also willing to extend a:edit tenus to 
meet the foreign exchange component of the projC(%t on terms and condi
tions which were not Jess favourable than EN! Credit. 

While the Committee appreciate Ihat Sham-Saipem had the experience 
and knowledge of Indian conditions, it would not have been unreasonable 
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:to expea that Snam-Saipem would have offered even more competitive 
rates to gain the new contract in the face of beenoompetitior. by firms of 
national or international standing, who were openly evincing keen interest 
in the work. The Committee need hardly point out that ENI group of 
companies had already their machinery, equipment and men in the coun
try 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 com
panies compete amongst themselves to construct a pipeline in keeping with . 
the la:test tec.hnological developments and experience over the world. It is . 
also not illogical to believe that the details of these quotations would have 
enabled IRL/Government to make a comparative study and decide about 
the optimum design and pumping capacity for ensuring for achieving the 
prescribed ,throughput. The importance of this aspect cannot be over
stressed for it has been found that Haldia-Barawi pipeline which is of.· 
strategic importance, has been found to be of 1.5 million tonnes capacity' 
ooly as compared to the original intention of having a 3 million ton capa- . 
city pipeline. 

The Committee are of the considered view that had global tenders been ' 
invited, nolthing would have been lost, while there is every reason to be
lieve that IRL would. have considerably gained by inducing the firms to' 
give most competitive offers in respect of cost, design and accommodation . 
for foreign exchange component of :Ilhe project. 

Another aspect, which intrigues the Committee, is the reversal intht· 
stand of the Managing Director, that the contract should be given on ex
clusive basis to SNAM, when only a few weeks earlier he is on record to 
the effect that global /tenders should beftoated. . The Committee would 
like Government to fully investigate the circumstances under which the 
Indian Refineries Ltd. and Government allowed ;thomselves to be persuaded 
to hand over the construclion contract to Snam-Saipem exclusively. without 
putting it to sure and practical test of global :tenders. (Paragraph No. 9.9 . 

to 9.12)". 

Government's reply to recommendation No. 28 was as under:-

Reply of Government 

"Guvernment h~ve requested the Commission of Inquiry to investigate 
the circumstances under which Indian Refineries Ltd./Govemment awarded 
th~ construction contracts for Gauhati-Sitiguri and HBK pipelines to Snam . 
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:Saipcm on negotiated basis without calling for global-tenders vide para (g) 
-of Appendix I (reproduced below):-

Term of Reference 

"(g) :to investigate the circumstances under which IRL/Government 
awarded the construction contracts for Gauhati-Siliguri and Haldia 
Barauni-Kanpuc Pipelines to Snam-Saipem on negotiated basis without 
·calling for global tenders." 

{Ministry of Petroleum and Chemicals and Mines and Metals (Deptt. of 
Petroleum) O.M. No. 15(12)/70-0R lst November, 1970]. 

Comments of the Committee 

WhUe noting the reply of Govel'llDlent, the Committee feel that it 
'would have been better if the Commission had also been specifically asked 
,to fix responsibility for this lapse of not calling for global tenders. . 

D. SHORlFALL IN THE DESIGN CAPACITY OF HALDJA 
BARAUNI PIPELINE 

(Paras 3.81 to 3.38 and 3.86 and 9.14) 

llecommeadatiens (Serial No.9, 10 BDd 30) 

Recommendations 9, 10 and 30 refer to the internal administrative 
1apses regarding shortfall in design capacity of HB Pipeline and its corro
sion. ~ recommendation and Government's ~tks thereto are repro
oduced beloW:-

ReaNIuaeadatioI (SI. No.9) 

"The Committee find that while most of the issues have been identified. 
'the coneNsioDs' reached' cannot command' unquestioned acceptance, as" in 
the tirSt pIact, these were inquired into cithei' by Olainrian, IOC or a Com-, 
mihee of' the Directors of IOC who cannot, in the nature of things, be' 
-expected to probe, without reservations, into the action of the then Manag-' 
ing DireCtor' of Indian Refineries Ltd. as be was occupying at the time 
'of inquiry by IOC 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 Directors of IOC (one of whom 
was later replaced on his transfer by another DireCitor) who made inquiries 
int.o the matter included some highranking officers of ICC two of whom 
were carlier directly connected with !t,he matter at the relevant time us Join.t 
'Secretary, etc., in the administrative Ministry of Mines and Fuel. 
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~urther, some of the coDClusipnsr~ naturally are -far from oon
clUSlve ,and appear more like a possibJe hypqthesis to save the trouble of a 
detailed and searching inquiry." (Panwraph No. 3.81 to 3.83) 

Reply of Govemment 

Noted. 

[Ministry of Petroleum and Chemicals and Mines and Metals (Deptt. of' 
Petroleum) O.M. No. 15(13) /70-0R dated 1st November, 1970}" 

Further Information allied for by the COlIIIDittee 

The precise action taken in the matter, may please be intimated. 

[L.S.S. No. 16-PUj68 date 1st Ootober, 1971] 

Further Reply of Government 

The terms of the reference of the Pipeline Inquiry Commission have 
since been enlarged vide Notification No. 28(II)/70-0R dated 25.10.1971. 
The matters raised in the two recommendations at Sl. Nos. 9 and 10 are 
ooverr.d by the new terms of reference (h) read with Ithc lDew tum of
reference (k) which was previously ~umbered (h) and are as follows:-

Term 01 ,~elerl!f.!Ce 
"(h) whether the"Sna~-~aipem ~as s;~C?WD. ~ny undue ~aV9ur by offi-

cillls of Indian Refineries ~td. ,or. Jp.~ian Oil C9JlX>~tion or the Gov,cm--
_~t. in CXl1lDection w,~ the~w~d,'of,.Q,te ,~~d ~tr~,apd)n 9PIl-
.ri~ with, the exeC:uti~n of i~he Qauljaq-Si.!f.guri and .~dia-Barauni 
'({sopor Pipeline Projects under the aforesaid contracts. to 

~'(k) to ~dvise on \\;hether there bas,~ lUly .nc;Pi&encc or careless-, 
,Ile:Ss' or, fflQkl/ide motive on"tbe part of .~y of the ,officers of Government! 
~~/IOC ,and their s~ in the dil$Chalae of their duties on any oLthe 
,,~~~ing or other related issues, which .in ,the ()pinion .of the, Cpmmissioo, 
are relevant." 

[Ministry of Petroleum and Chemicals O.M. No. IS(17)/70-0R dated 
, , 29th November, 1971J. 

RecomDlell4adon (SI. ~o. 10) 

"The Committee are oonstr~ned to say that while issues are posed, 
Ihe problem is not faced squarely as evidenced in the first case from tbe '. 
observation "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 
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·,<of the cost .of modification for reaching 2 . million tonnes pipeline capacity 
that·it would have "to be estimated carefully, but prima facie it -~y be 

. stated that this will be in excess of $200,000 mentioned by Bechtel: All 
pumping units will have to be imported.:' (Paragraph No. 3.86). 

Govel'DlDt!llt's Reply 

. Noted. 

[Ministry of Pctroleum and Otemicals and Mines and Metals (Deptt. of 
Petroleum) O.M. No. 15(17)/70-0R, dated 1st November, 1970]. 

Further Information catted for by the Committee 

The precise action taken in the matter may be intimated. 

[L.S.S. O.M. No. 16-PU/68 dated 1st October, 1971] 

Further Repy of Goverflment 

The Iterms of the reference of the Pipeline Inquir) Commission have 
since been enlarged vide Notification No. 28(II)/70-0R dated 25th 

'October 1971. The matters raised in the two .recommendations at SI. NOB. 

'. 9 and 10 are covered by the new terms of reference (h) read with the new 
terms of reference (k) [which was previously numbered (h)] and are as 
follows:-

Term of Reference 

"(h) Whether the Snam-Saipem was shown any undue favour by offi-
.. cials of IRL/IOC/Government in connection with the award of the afore

saidcootracts and in connection with the execution of Guuhati-siliguri 
and Haldia-B~uni Kanpur Pipeline Projects under the aforesaid 
contracts. " 

"(k) to advise' on whether there has been any negligence or careless
ness or malafide motive 'On the part of any of the office.rs of Government/ 
IRL/IOC and their staff in the discharge of their duties on any of the 
foregoing or other related issues, which in the opinion of the Commission, 
are relevant." 

. [Ministry of Petroleum and Chemicals O.M. No. 15 (17) /70-0R dated 
29th November, 1971]. 

Rec:ollUDelldation (SI. No. 30) 

"Similarly, in the case of inquiries held by 1Ihe JOe regarding shortfall 
in the capacity of the pipeline ag compared to the intended capacity or 

. design capacity, the matter has been investiga:ted by a sub-committee of the 
Diredtors of lOC. which had on it a number of officials who had earlier 
~n connected actively with the Department of Mmes and Fuel at the 
relevant time. 
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The Committee have also pointed out how issues have been posed but 
ttheproblem has not been faced squarely. (Paragraph No. 9.14). 

Government's Reply 

'Noted. 

: [Ministry of Petroleum and Chemicals and Mines and Metals (Deptt. of 
Petroleum) O.M. No. 15(17)/70-0R, dated 1st November, 1970]. 

Comments of the Committee 

The Committee would like to point Gut that this term of reference relates 
--only to Snam-Saipem, the construction contractors, and not Sham-Progetti 
who were the design contractors and who were also involved in this matter. 
Even now the Government must entrust tbe whole matter of internal ad. 
ministrative lapses in the short-fall of the design capacity of the HB Pipeline 

• and its corrosion for a searching inquiry hy Government. 

(Paras 3.89 to 3.92 and 15) 

E. LOSS OF DOCUMENTS 

Recommendations (Serial Nos. I' and 31) 

Recommendation Nos. 11 and.'31 of the Committee and Government's 
-replies thereto read as follows:-

Reeonuneaclation (81. No, 11) 

"The Committee t;i.ke a very serious view of the fact that the important 
records of IRL, particularly the Enclosure 18 of Part lI-"Job Description", 
etc. and papers indicating the stages of processing of contract documents 
at the various levels of manageIT1P.nts, are not available and are reported 
to be missing. The loss of such vital documents cannot bc treated with 
complacency. What amazes the Committee most is that "no record wall 
kept of those;: discussions 'at vaTious stages" which led to ':hc "finalisation 
of contractual matters." All this is sought to be justified on !l:he ground 
that the work wall handed on a "war footing." The Committee are unable 
to accept this plea as Ithey consider it the first and for~'most duty of dlose 
who are handling important negotiations involving: crores of rupccs10 main
tain faithfully contemporaneous records of the negotiations so that these 
can be suitably drawn upon for settling details of th': 3!!reement and for 
informing the Board of Management/Government of the nuances of the 
various clauses of agreement and how maximum advantage has been secur-

,ed for the Public Undertakin.g and every care exercised to safeguard pub-
lic interest. The Committee cannot resist the impression that the ne~tia
tions wt.'Te not carried out with deli~nce or care; otherwise how else can 
"the defective nature of agreements with foreign companies be explained. 
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Moreover, Ithe prOCedQre fA. dealing with such matters on a war foot-
ing has given neither resl1lts in the matter of expeditious completion of the-
pipeline (it was delayed in commissioning by more than 18 months), nor
achieved the objective un~r1ying its! construction in 'as much as the capa
~y cstablished is far below the 3 million tonnes capacity of Barauni 
refinery_ 

l't1e Committee would like Government to take very serious notice of 
this hlpse on the part of those who were entrusted with the negotiations, 
and take suitable action against them. 

TIle Committee would also like Government to issue standing instruc
tions in consultation with the Ministry of Finance and the Comptroller and' 
Auditor-General of India on the manner in which contemporaneous re
cords of such negotiitions should be ~ept for future reference. A copy 
of these instructions may also be furnished to the Committee for informa-, 
tion." (Paragraph No. 3.89 Ito 3.92) 

Govemmeat's Reply 

(a) The issues raised in above thrte paras have been referred to the' 
Commission of Inquiry vide para' (b) of Appendix I. (reproduced' 
belaw):- I I • r 

U(b) to determine whether there have been omissions in regard to· 
scrutinising, editing. CQQlpiling and ma~tainiDg coatractual documents re
lating 10 the investigations, designs, construction and supervision of the' 
Haldia-Barauni-Kanpur Pipeline and whether the' negotiations leading to 
,the CQDtracts were carried out deligenty and whether adequate records of' 
!the negotiations were kept. 

(b) Recommendation contained in the conCluding para bas.been' 
~ght to the notice of the Ministry o(Finance!BPE for further neces-· 
sary actiOn. 

l~istry of Petroleum and Chemicals. and Mines and Metals (Oeptt. of 

Petroleum) O. M. No_ 15(17)/70-0R dated 1st November, 19701. 

Furtbel' Information caUed for by the Committee 

Government may indicate the precise action taken by the Bureau of 
Public Enterprises in the matter. They may also furnish a copy of the· 
s~ding instructions. if any issued in the matter. 

(L.S.S. O.M. No. 16-PU 68 dated 1st October, 1971)~-
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FIII'tIIer '.ply' IbI tile 'eo~~nkat 
,"1'0 -,! 'I" .d~ tfLi ... :.~~,~~!);L~;~'J'i;·:· I",r~ 

In accordance with the recommendation contaiQed in para 3.?2 of ~ 
,Report, 'MC6!Isary ·insthJCfidtts la'S to'hbw' ~bntemfldr~~s . records' of nego
tiation that lead to <lgteemetl.fS/contractg,,"areitd·tfe'kept 'by Public Enter
.pri~s 1!~Y~~,1) issu(:d. ~~,,cq~~ti~ll JMth_e Co~t01lec and Auditor 
'Generllrvi~Ministry of Finance BPE No. 3(6)/f)6/7Qr.BPE(IC) dated 
the 24th July, 1971 (Appendix III) . 

--:: ~ ,. ~'. , " !;~ "I.;"~~Y"~~:'~( \,f,I.~']'~ J!i :~, ·.~j".r 

[Ministry of Petroleum and Chemicals O.M. No. 15(17)/70-0R dated 
·,,""s' ," )' ;.'d 1;', '/'." :"!Jod 'Novem6er,{97Il~ 

. ".. . .'-·h.' , ~t\ . ~~~r\ ""li~' " Jei . ',~ir .. ! .": ,' .. ~, ' " , 

Recommendation (SI. No. 31)' . ;", " 

, :'The ~pllli01ittee alSOl.ltake \ a veil)" serious we.- of· the faAn . U: the' 
impo~t; record: of IRL, pwCl.llarly BnGWsuroa 18d-Part 1I-'lab 
»escril?tion', etc. papers 4tdi~ti.gg.·the .stages ()i., :processing of contract 
. documents at the various levels of management are not available :anCit are 
Teported to be missing. The loss of such vital documents cannot be treated 
with complacency. What amazes the Committee molt is that "db record" 
was kept of theso di8cnssion ~(viriOUii stages' Which 'led to the 'finalisa
tion of contractual matters'. The Committee cannot accept the plea of 
dealing with such important ,matters on 'war footing" as ~. has Qcithei
.given results in the matter of expeditio»s completion ofHaldia~Baraunl
Kanpur Pipeline (it was delayed in commissioning by more than 18" 
months), nor achieved the objective underlying its constructioQ in as· 
much as the capadty established is fat: below the 3· million tonnes capa-· 
city of Barauni refinery. (Parapraph No. 9.15)". 

Government's Reply 

"The issues raised in this recommendation have been referred to the: 
Commission of Inquiry for a further probe vide para (b) of Appendix r: 
(reproduced below):-

Term of Reference 

"(b) to determine whether there have been omisSions in regard to
scrutinising, editing, compiling and maintaining contractual documents re
lating to the investigations, designs, construction and supervision of the 
Haldia-Barauni-Kanpur pipeline and whether the negotiations leading to 
the contracts were carried out diligently and whether adequate records or 
the negotiations were kept." 

[MiniSb)' of Petroleum and Chemicals and Mines and Metals (Deptt. or 
Petroleum) O.M. No. lS(17)/70-OJl dated 1st November, 1970]. 

111 LS-3. 
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Conunents of tJ;te CollUDitt e 

TIaese recommendations have three parts 

(1) FutOn; p.idaoce In the matter of maintaining contempo11lM8" 
records of ..eaotiation and ageeJDeots; . 

(Z) Negligence of the I.R.L. in tbe matter of maintaiDii& llese 
nco..a ; 'and . 

(3) Question regarding missing of vital documents. 

A$ fOt (1) the uture guidance in the maUer of maintaining contempo-
I • 

nneoui records, tile Committee note that uitable guidelines have been 
.issued by Government. 

l\prdi.ng (1) tbe term of referenc (b) to the CommissiOn of Inquiry ...... 
'Will tove .. the question of neglige~e on the part of I .R .L./Govet"DllJeot in 
'the matter of maintaining contemporaneous reCords of negotiations add 
<contrada. 

As fQr (3) the COlUmitt~ are.. however, amazed at Government's faiJ-
vr" ,to take any action in the matter of a very seriou lapse, viz., missing 
'Of "ital ~ument . In the opinion of the COmmittee such a serious matter 
(Ould not hav~ been adequately gone into by a SUb-committee of the 
BQard of Directol:S. This was and still is, a matter {or thorough Investi
plio ... 

F. RECORD OF NEGOTIATIONS (Para 9.22) 

Recommendation (Serial No. 35) 

Recommendation No. 35 and. Government's reply thereto read as 
follows;- . 

'Another matter which has greatly exercised the mind of the om
mittee, i lack of record of negotiations carried out by the 
Managing Director of the Indian Refinerie Ltd., with the 
foreign companies leading to the concIu ion of the agreement. 
The Con:unittee have urged that Govt. should issue standing 
instructions in consultation with the Mini try of Finance and 
the C&AG of India about the manner in which contemporaneous 
record of such negotiations bould be kept for future reference 
and use of the Board of Management/Government to enable 
them to appreciate nuances of the various clau es of an agree
ment and sati fy themselve that maximum advantage has been 

ecured for the public undcrtakin~ and every care has been 
exercised to safeguard the public interest. (Paragraph 9.22) ." 
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Reply of Govennae,a 

TMs r~CQJ;IiI~AUl,ation ~ been ~,ought to ~e DOtice of d1e Ministry 
·Of Finance 'for fUrther necessary action. 

j{Min. of Pet. & Ch. and Mines & Metals) O.M. No. 1!5 (17)/7()'()R dt. 
1-11-70] 

f~ ~~ caW, • by ~ ~""flC' 
Governmen,t may ind~CJlte ~ pl'.CCi.$e~~ .~ by ~ Bureau of 

.Pu~'icEn~ri~'~ ~eID~t~r. ~y PJ:8y also. f\u'Jlisn a copy of the 
standing instnict\~s, if ~y, jssueC:i in thema~~r. 

,[L.S. ~ctt. O.M. No. l6·PU/68 dt. 1st October, 1971]. 

In accordance with the reoommendation ~~tijn~ W pilla 3.92 of the 
:Report, necessary instructions as to how contemporaneous records of 
negotiation that lead to agreement/contracts, are to be kept by Public 
Enterprises have been issued in consultation with the Comptroller and 
Auditor General vide Ministry of Finance, BPE No. 3(6)/66f7O-BPE(IC) 
dated 24th July, 1971 (Appendix III) . 

'[Ministry of Petroleum and Chemicals O.M. No. lS(17)f70-0R dt. 
November 3, 1971.] 

ComJllt:~ts of the ea-Ittee 

TIle CoInmitteebope duIt tItese Instrudioas are being fo)Jow. by the 
....... 011 ,CorpontiOD. 

G. MANAGING DIRECTOR'S MODE OF RJNCTIONING: 

(Paras 3.94, 3.108, 9.16 to 9.20) 

Recommendations (Serial Nos. 12, 17, 3% ..... 33) 

Recommendation Nos. 12, 17, 32 and 33 dealt with the mode of 
Managing Director's functioning. 

To all these recommendations, the Government's reply is that they are 
.covered by the terms of reference (b), (c), (k) and (i) to the CommissioD 
.ef Inquiry: 
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Before commenting on this, the Committee would like to recapitulate the:-
-above'recommendations and Governmerit'sreplies thereto. These are repro
duced below:- . .' .' 

, ' 

Recommendation (Sf. No. 11.) 

"The Committee too are greatly "intrigued". how fl very important 
communicatiOn' frcin Seehtels 'w'hicti cl!'8rry men~loned the design-. 
capacity, of the. pipeline as 1.9"milli~ ~onnesper year did,not 
tnake the then General· Manager; .Managing DiIector of IRL 
to sit up and take a firm and uDeq~vocal sUlJ;ld on this attritioo.. 
of the capacity of the pipeline. The Committee are amazed 
that the reduction of the throughput capacity: of ,the pipeline 
could have been dealt within such a casual and perfunctory 
manner. The Committee consiper tIl;;..t the matter calls for 
through investigation for fixing resp<msibility on all those officials. 
who were lax and casual in discharging, their responsibilities. 
(Paragraph. No' .. 3.94)." 

Government's Reply 

This has been referred to the Commission of Inquiry for thorougb 
investigation vide (c) of Appendix I (reproduced below:-

'Term of Reference 

"(c) Whether the then Managing Director, IRL acted on his own' 
by-passing the Board of Directors in his dealings with Snamo-
and Bachtels in vital matters concerning the capacity of the 
Haldia-Barauni-Kanpur pipeline, and whether the amendment 
of the contract adversely affected the capacity of the pipeline, 
and whether negligence or improper motive is substantiated 
against the MD, IRL, for not bringing these to the notice of' 
the Board/Government and in particular whether the General 
Manager and Maoaging Director were perfUDCtory and casual 
in dealing with an important communication. of the 26th Sep
tember 1963 from Bechtels to IRL mentioning the design 

capacity of Haldia-Barauni Pipeline as 1.9 million tonnes per~ 
year." 

~y of, Petroleum and Chemicals aod Mines and Metals (Deptt. of. 
Petroleum) O.M. No. lS(17)/70-0R, dated 1st November. 1970] .. 
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R~IIIIII1D~tiO~ (~~~,~:J7) ~~ 

:"The above extracts (given in para 3.107) from the Resolution of 
the aoaro·of Di.rCctors of IOC would conclqsively provo that 
the then Managillg 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 BQard 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 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 fix responsibility. (Paragraph 3.108).' 

Govemment's Reply 

The Commission of Inquiry is also _ to enquire into issues raised in 
thIs recommendation vide para (c) and (k) of Appendix I (reproduced 
l>elow):-

Terms of Reference 

"(c) Whether the then Managing Ditector. IRL acted on his own 
by-passing the Board of Directors in his dealing with Snam and 
Bechtels in matters concerning the capacity of the Haldia
Barauni-Kanpur Pipeline, and whether the amendment of the 
contract adversely affected the capacity of the pipeline, and 
whether negligence or improper motive is substantiated against 
the MD, IRL, for not bringing these to the! notice of the Board/ 
GoverruDcnt and in particular whether the General Manager 
and MD were perfunctory and casual in dealing with an impor
tant communication of the 26th September, 1963 from 

Bachtels to IRL mentioning the design capacity of Haldia 
Barauni Pipeline as 1.9 million tonnes per year. 

(k) to advise on whether there has been any negligence or care
lessness or malafide motive 00 the part of any of the officers 
of Govt./IRL/JOC and their staff in the discharge of their 
duties on any of the foregoing or other relating issues, which, 
in the opinion of the commission, are relevant; 

!{Mioistry of Petroleum and Chemicals and Mines and Metals (Deptt. of 
Petroleum) O.M. No. 15(17)/70-0R dated 1st November, 1970]. 
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IUtondiealilttOd (sen.. N'.... 32) 

"The Comtnit~ hav~. also pointed out the casual manner in which
an .. tm~rta~t oo.mm~lcatibh from. Bedtt¢ls which clearly· 
meiuioned t11e destgn capacity of Haldia-Barauni pipeline as 
~ .. 9 milIl()O tOillies per year did not make the then General 

Mariager IManagt,?-g Ditector of IRL take a firm and unequi
vOcal stand on this attention of tfte capacity of the pipeline· 
(Paragraph No. 9.i6)." 

Government's Reply 

As already stated vide Govt's reply to recommendation No. 12 that 
this too has been referred to the Commission of Inquiry for a thorough 
enquiry into the matters and for fixing responsibility vide para (c), (d) 
and (1) of the terms of reference (reprodued below):-

Term oj Reference 

(c) Whether the then Managing Director, IRL, acted on his own 
by-passing the Board oi. Directors in his dealings with Snam. 
and Bechtels in vital matters concerning the capacity of the
Haldia-Barauni-Kanpur Pipeline, and whether the amend
ment of the contract adversely affected the capacity of the pipe

line, and whether negligence or improper motive is substantial 
against the MD, IRL, for not bringing these to the notice of 
the Board/Government and. in particuJar, whether the GeneraL 
Mana$er and MD wet'c perlunctory and casual in dealing with 
~n i~portant communication of the 26th September, 1961 
from Bechrels to IRL mentioning the design capacity of Haldia
Barauni Pipeline as 1.9 million tonnes per year. 

(b) to determine whether there have been omissions in regard 
to scrutinising, editing, compiling and maintaining contractual 
documents relating to the investigations. designs, construction 
and supervision of the HaIdia--Barauni-Kanpur pipeline and 
whether the negotiations leading to the contracts were carried 
out diligently and whether adequate records of the negotiations 
were kept. 

(1) arising out of (k); to recommend further action, it any that must 
be taken against particular officials whose conduct is asSessed 
as meriting this. 
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RecollU~ '(Sf ..... No. 33) 

''It is ai,? a matte.r tot OOft~~.ttow ,~ y~¥,lent ~it~ Snam for 
Ha!dia-Baraum-Kanplk Ptroject wa'seleCUtedon ~lst luly, 
19fjJ; the very day bn which ~aitctiotl 06ttbe Government for 
it was received. The ~xpeditioA it! dealing with the matter 
~d have been ~ble butlot ~ faCt that the ap-ce
me~ sutfers from many defec:t~, iftcluding absence of any pro
vision for penalty for any lapses by SIlam-Saipem. 

It is also on record tba~ the amenqment effected in July, 1964 to the 
original a$"eemen,t of July, 1963 ot IIU- with Snatns, had in 
an probability resulted in increasing the liability of IOC for 
civil works without any commensurate benefit. 

It is also on record that the 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, bypassing thus 
the authority both of the Board of Directors a.nd Govern
ment. 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 t~3t 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 its itself any project of 
capital nature involvilli its perforJllance capacity, design or 
of financial implic'ltions, should be brought before the Board 
{or its notice and appropriation. The Boaro's decision in the 
above matter also applies to any signtAcaJIt ll1leadments which 
are of the aoove nature to any existing contracts or project. ,o. 

The Committee feel that in' the interest of ensuring the high officers. 
entrusted withflfete~tmity' -(I 'Hfiliiaging public under
ta.~ng and of carryingqlJt 4eJicate' ~~.iRtlatiqns with; 10rfFirtt 
cotp.pani~ <iiacbar~ ,~ir r~bilWe, '~ili~y, .bopatIy 
,P,d iR dle best p~c ~~s1. the ~ve-~~d ,la.,pIes 
ahould be inv.e.su,ate4 .iuUy without .~ and uvour &nel aU 
i~ foQOO at falJllt awar6ied deten-cni puniQ1~ent. (})acagraph 
No. 9.16 to 9.19)". . . ' 

In acce~~g COD,lmittee's recomme~at~on ~ Government ~ve re
quested the Commis~ion of Inquiry to e~~re whether tbe then Managing 
Director, lRL, acted on his own' in vital maUers con.;eming the capacity 
of the piplines etc. vide (c), (b) and (1) of Appendix. 1. 
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Te.r"f:~t Re~~,:e~,t; 

(c) Whether the then Managing Director, IRL, acted on his by
passing the Board of DuC(:tors in his dealings :with Snam 
and Bechtels in vital matters concerning the capacity of the 
Haldia-BaraUlli-Kanpur Pipeline, and whether the amend
ment of tbe contract adversely affected the capacity of the 
pipeline, and whether negligence or improper motive is 
substantiated against the MD, IRL, for notbringilig these to 
the notice of the BoardjGovemment and, in particular, 
whether the General Manage; and MD were perfunctory and 
casual in dealing with an important communication of the 
26th September, 1963 from Bechtels to IRL mentioning the 
design capacity of Haldia-Barauni Pipeline as 1.9 million 
tonnes per year. 

(b) to determine whether there have been omissions in regard to 
scrutinising, editing, compiling and maintaining cORtractual 
documents relating to the investigations, designs, construc
tion and supervision of the Haldia-Barauni-Kanpur Pipeline 
and whether the negotiations leading to the contracts were 
carried out diligently and whether adequate records of the 
negotiations were kept. 

(l) arising out of ( k), to recommend further action, if any that 
must be taken against particular officials whose conduct is 
assessed as meriting this; and". 

(Ministry of Petroleum and Chemicals and Mines and Metals (Deptt. of 
Petroleum) O.M. No. 15(17)/70-0R dated 1st November, 1970] 

COlllllleats 01 die ColDIIIIUee 

The abMe reeonunendadons are very dear aaequivocal ud emphatic. 
The then MID ..... Director aclmlttedly adecl OD his own; he did by-pass 
tbe Board 01 Directors ill his dealinp whh Saam and BecbteIs In vital 
maaten coa.cenaing· the capacity eI the RBK PipeIiDe; the ameadmeDt of 
COIdract did adversely aftect t!he capacity of the pipeline; negligence was 
..,.ntiaf.ed against the MD /IRL tor not bringing these to the! notice 
of the Board/ Govel'llJllent; the GneraI Manager and Maaaging Director 
were perfunctory and casual in dealing with an important commUDicati ... 
of the 26th September, 1963 from Bethtels to IRL mentioning the design 
apadty of H-B PipeliDe as 1.9 .mlon tonnes per 8DD8JD. These aft all 
matters" of fact and they had beeD amply IIld demoIIIIrably established •. 
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What tbe Committee wanted in these l'eCOIftIIIendations was that a 
thorough investigation for fixing responsibility on all those officials wbo 
. were lax and casual in dischargiog their responsibilities should be . ~D
.ducted. The ComQlittee except that Government would do that even now. 

H. AGREEMENT WIrn SNAMS (Para 3.96) 

Recommendation (SL. No. 13) 

Recommendation No. 13 and Government's reply thereto reai as 
follows:-

Recommendation (SI. No. 13) 

"The Committee need hardly point out that it is not without signifi
·cance that the date of sanction of Government letter to Indian Refineries 
Ltd. to enter the construction contract and the actual date of sig'ling of 
the contract by the IRL with Snam Saipem is the same viz. the 31st July. 
] 963. The Committee are not able to appreciate the great haste with 
which such an important conllract involving over Rs. 11 crores was con
cluded without fully safeguarding Govemment's interests. (Paragraph No. 
3.96)". 

Reply of Government 

There are many contracts which are signed on the same day on 
which the approval of the Competent Authority is received because neces
sary discussions and negotiations are already complete before the approval 
is sought, and this need not be taken to indicate any undue haste. 

'[Ministry of Petroleum and Chemicals and Mines and Metals (Deptt. of 
Petroleum) O.M. No. 15(17)/7~R dt. 1-11-70] 

Further information called for by the Committee 

A list of such contracts may be furnished for information and use of 
I the committee. 

[LSS O.M. No. 16-PU/68, dated 1st October, 1971]. 
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fwlll 'R., 01 ~ ..... ~ 

'A list of s~mecqntrl\~~, whicP wc~ sipe40h ThesalDc ~a)' on _cD 
the lIfiProval of the CODl~tent Authorit.y was :rtcCivea :drwithin tw;' 'or 
three days of such approval is enclosed (APPENDIX IV). 

[Ministry of Petroleum and Chemjcals O;M. No. 15(17)!70-0R dated' 
II... 3rd November, 1971 J 

Comments .,t the Co .. ""'" 

Firstly, the Committee had pointed out that the ~ of ~t' .. 
talldioa aad date of signingtbe contract 'being the same is not .......... 
cant. If such a thing bas happened in five other cases, it thereby does, 
not lese its significance. 

Secondly, the Committee find that all 6lese five examples cited by the
Government relate to contracts executed by the same authorities which 
had also executed the contract with SDam·Sai.,em for RBK Pipeline pro
ject. This coincidence also does not seem to be without signific8Dte. 

However, what was Important in this recommendation of _heCom· 
mittee was not so much the coincldellce of date ItS the failwe, to safeguard 
the Government's interests. The Committee, "'hile relterau. ,lis earlier' 
recommendation would like the Government to ~ -saprepdate action' 
in the Ibatter. 

1. COMPENSATION FROM SNAM (Paragraph 3.100) 

Recommendation (Serial No. 14) 

The reported agreement between I.O.C. and Snam ,nc;eds careful scru
tiny of Government to make sure that full demages have been l'~C9,vered' 
from Snamfor the proved deficiency in the capacity as compared to tho
commissioned capacity. (Paragraph No. 3.100). 

:.~ply of Gov~t 

"Noted. Chairman and Managing Director, Engineers India Ltd. has: 
been entrusted with the scrutiny." 

Farther Information called for by the Committee 

The Government may state the· result of scrutiny by· the Chairman 
and Managing Director, Engineer's India Ltd. as to whether or .not f~tr 
damages have been recovered from SNAM f~r the .~oved defiCiency In 

the capacity as compared to the Commissioned Capacity. 
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F ........ y Of t;oyei~iiiii.. 

The findings of the Engill'7rs In<Pa L~.. as c:odIlccl in tbeir letter: 
daaecl 31st May, 1971, are enclosed (ApPco4ix V). 

Tbe Engineers India Ltd. have found that the cost recovered from. 
MI.. SDam Progetti towa-rds briDgingtbe pipeline capaciSy to 2 millioa. 
tons is reasonable. 

The Committee would, h()wever, recapitlJlate the relcvl1llt parts from I 
the foHowing rccOmmdatioDs llere: 

Recoui 111 il:1fiIIIoo No. 7 (p1ril 3.73) 

• • • 
"Later in this Chapter the Committee have pointed out how the' 

actual throughput capacity of Haldia-BaraUDi pipeline for 
pumping crude oil has been found to be even less than 1.5 
millien tonnes, as compared to Government's intention of 
building a pipeline with 3 million tonnes capadty to match, 
the plans for expansion of Barauni to 3 inillion ton'les by 
1966." 

• • ... 
RecoauneDdatioa No. 11 

... • ... 

"Moreover, the procedure of dealillg with IdCh ~s·til 1l 'Nar" 
footing has 'Jiven neitber results in tlte matter ·fit ~ 
completion of the 'Pipeline (it was 'dClla~ ia c~16i1itg 
by IIiore than 18montbs),noracbiev~ 'tlie G~iYe ~
lyiq its ~ct.iOd jn as much '..tfle iltaMkfHHf 'is 'fir . 
below the 3 tDiIliOD tOllMB 'CIipadtt of .rltooi Teftnery." 
(Paragraph 3.90). 

... ... ... 

ReccameDdation No. 21 

... ... ... 

"Becht~ls played a c!",cial r.ole in the discussion at Milan in July, 
1963, which led to the conclusion of faulty agreement with: 
snams for construction of the pipeline with capacity of evea 
less than 2 million tootles against the iritended capacity Of 3· 
million tonnes." (Paragraph 9.4). 
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Recommendation No. 28 (Paragraph 9.10) 

'" '" 
"The importance of this aspect cannot be overstressed for it has 

been found that Haldia-Barauni pipeline which is of strate
gic importance, has been found to be of 1.5 million tonnes 
capacit! .only as compared to the original intention of having'''. 
a 3 mIllIon tonne capacity pipeline." 

Comments of the Committee 

From the above recommendations it would appear tbat the capacity 
1)f HB Section of Pipeline was to be 3 million tonnes and not 2 million 
tonnes. How the damages have been calculated on tbe basis of 2 million 
tonnes capacity is not. very clear to the Coonmittee. The Committee 
would strongly urge upon fhe Government to get a thorough investi~ation 
conducted into the whole matter of:-

(i) three million tonnes design capacity getting reduced to two 
million tonnes design capacity and actual installed capacity 
being reduced even further to 1.5 I'lillion tonnes 

(ii) Of missing contractual records; 

(iii) Of absence of a DPR; 

(iv) Of absence of a penalty clause even in the exchange of letters 
with Sna ..... Progetti. 

The Committee find that whUe studying the reasonableness or other
wise of damages recovered from Snam for proved deficiency in the capa
city of HBK Pipelme, Engineers India Ud., bad faken into consideration 
ollly the capital cost of extra equipment and material that would be needed 
to achieve full capacity of 2 million tonoes per year but did not seem to 
have &alum lato aecollDt the recurring expenditure on maintenance, addi
tional power and other facilities that would be required to work the pipe-
line to its full capacity. The Committee feel that even on the basis of 2 
million tonnes capacity, the compensation calculated is inadequate as it 
does not take into consideration tbe additional recurring expenditure tIIat 
would have to be inmrred. 

J. LEGAL RESPONSIBILITY OF SNAM AND BECHTELS (Para 3.102) 

Recommendation (Serial No. IS) 

Recommendation No. 15 and Government's reply thereto stated the 

following:-
"The Committee, however, have not been furnished the full text of 

the legal opinion of Shri A. A. Peerbhoy as to the nature and extent of 
responsibility of the contractors on the relevant issues. The Committee 
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"f~d like,!povernment t() obtam 'tbe legal opinion at' ih~ ¥.£hestlevel 
,so.th~tthe ,best construction can' be' pttt'upon' 'it riBd' no~'Tor~ ~s ,spa!cd 
to brmg hODl~ the,; xesponsibuity for thrs failure ,to 'Messrs Snam and 
Bechtel. (Para$faph,3.102)." ,,: ' 

Reply of GOVernment 
t • t'o • 

, , , liThe Committee were not f':l~pilihed the text, ofShri .peetbh~·' id
vice, as they did not ask for it. 

Since sound legal opinion has alre~dy ~en ob~d, it does not appear 
worthwhile to have another opinion." 

[Ministry of Petroleum and Chemicals and Mines and Metals (Deptt. of 
Petroleum) O.M. No. 15(17)/7().()R dt. 1-11-70] 

Further loformaDon called for by the Committee 

The Committee would like to have a copy of the advice tendered by 
Shri A. A. Peerbhoy in this case. 

[LSS O.M. No. 16-PUj68 dated 1st October, 1971] 

Furtber Reply of Government 

A copy of the advice tendered by Shri A. A. Peerbhoy is enclosed 
(Appendix VI). 

[Ministry of Petroleum and Chemicals O.M. No. 15(17)!70-OR dated 
3rd November, 1971] 

Commeats of the Committee 

Havillg studied tbe legal advice tendered by Sbri Peerbhoy, the Com-· 
mittee would like to point out the following: 

(8) Shri Peerbboy was aI80 • Director of IOC dlll'ing the period' 
covered by the Committee's 66th Report. It would have 
been more desirable if an Independent legal authority should 
have gone into the matter. 

(b) Sbri Peerbboy bimself saYI: "I am pea to UDdentand that dIere· 
is 80 formal coatract entered iDto with Sam 1'foIettL" He, 
however, coasiders file project design description •• Wad-· 
... agreemeut. His COlIC_ions are bued OB such iaade-, 
qaate Jafonnadon that w .. made mUIabIe to .... 

(e) SIIrl Peerbhoy has hdd SaMD Progetd IepIIy reIpOIIIIbIe for 
failure to aUaID. • CIlpIdty of % miDIoa tODnes ODly. 



The COIDIIIittee Dote .. Sbri Peedtho, .,. tbe ... of the ~ .... 
........ doD m8de .... bIe to ... by tile I.O.C .... Ih'ea a clear rq&ic 
tIuIt Snam PropUi and etther fol'eJp coa;apeaies w.ere ftspoalible for ai)..e 
shOrtfall. l'he' Committee have elsewMre in tile Rep8lt pohi6ed out ..... 
tile origbutJ iDtentieD of the Govemment was to have a capacity of 3 .y.. 
lion tolllUlS. The Co ..... ~ ~ J.e~ that GoveJ'Dllle8t sIIould 
leave no stone untumed fa order to recover in full tbe ........ .. the 
....... __ .. CIIf8dty of the ,.,ellne. 
K. ABSENCE OF GOVERNMENT SANCTION (Paras 3.111 t~ 3.112) 

RecGllllllelMladeD (~lal No. 110 
The first part of recommendation No. 18 reads as follows: 

"The COJABlittee have noted with grave concern the observations 
of the Internal Audit Officer that there does not appoar 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 Com
mittee 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 Government to take 
action against all those who are responsible for this lapse." 

(Paragraph No. 3.111) 

Government's reply to this is: 

Reply of Government 

"The Commission of Inquiry has been requested to investigate the 
,circumstances in which the sanction for the total project cost of H.B.K. 
Pipeline was not issued by Government and whether there was any loss 
to the public interest as a result vide para (d) of Appendix I (reproduced 
below)":-

"(d) To UlVestigate the circumstances in which sanction for the 
total project cost of HBK pipeline was not issued by Gov
ernment and whether there was any loss to the public interest 
as a result." 

[[Ministry of Petroleum and Chemicals and Mines and Metals (Dcptt. of 
Petroleum) O.M. No. 15 (l7)/70-0R dated 15t November, 1970] 

The second part of Recommendation No. 18 read as follows:

"The Committee are not able to appreciate how this important 
Audit Report dealing with several matters of vital importaace 
to IOC could be allowed to remain without detailed investi-
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ptiOD ao.d. report, bo~b tp .be Board of IOC and Govern
m~~t. ,Th'c, ~ittee need bardly stress that die vai1eus 
otbc:r issue~ rail~d. in. tbe Audit Report should be thOrriti&1ily 
exa~~ 1!l c;onsultation with the Comptroller and Aqditor 
Oen~ 8J:id the responsibility for the Joss 8uffe~d by the 
UndertaldDg/Government fixed and deterrent actiOn taken 
against all those who have shown laxity in tbe di~barJF of 
~ roapoalibilities." (Paraif"ph 3.112). 

'The Government's fCSply to this part of the recommendation is: 

8.p1,y of ~ ... __ 

"1'be IOC have heen asked to arrange for the special &«;fUtiJly by 
CAG of the Audit Report submitted by the Internal Audit 
Officer." 

{~iniltr)' of Petroleum and Chemicals and Mines and Metals (Deptt. of 
Petroleum) O.M. No. lS(17)!70-0R dated 1-11-1970]. 

F'DrfIIer IDlormation called for by the COD .. m", 
"Government may furnish the result of the special scrutiny undertaken 

by the C and AG of the Audit Report submitted by the Internal Audit 
'OfIice 00 the subject. The Government may also state the reasons for 
not tJWng action earlier on the Audit Report. Copy of the Report sub
mitted by the C and AG's office together with Government decisions 
thereon may also be asked for use of the CPU. Government may fur
ther state .whether there are any standing' instructions that the Audit 
Report should be dealt with without delay.' If instructions exist, a copy 
'thereof may be sent. The Committee would like the Government to 
.investigate and fix responsibility as to why action was not taken promptly." 

[LSS O.M. No. 16-PU/68 dated ]st October. 1971] 

Furtber Reply of Government 

"There are no standing instructions issued by Government laying 
,down the time within which the Internal Audit Report of the Public Sec
'tor Undertaking should be dealt with. Internal Audit is a matter entirely 
within the purview of the concerned Undertaking. A copy of the ins
tructions issued by the IOC (Pipeline Division) regarding Internal Audit 
is enclosed. According to these instructions, Internal Audit Officer is 
1equircd to draw up a monthly programme and obtain the approval of 
'the Fjqaacial Controller and then to carry out tbe Audit of various units 
;and offices in accordance with the approved programme. Internal Audit 



Officer is required to submit his report to the Financial ~ntroUer' wh()! 
Should then send his report to the Director Incharge and the Financial 
Director. Any points outstanding for more than two mon~ for waRt of 
reply from the concerned officer are required to be brougb\ to the notice 
of'the Director Incharge and the' Financial Director by the Financial 
Controller. 

In'the instant case,it appears that the then Director In'charge Pipelines, 
Division asked the Internal Audit Officer direct in July, 1967 to study the 
files relating to the Conclusico of HBK conttacts with SNAM' SAIPEM 
and submit a detailed note to him. This particular Internal Audit Report 
was given by the Internal ,Auditefll.cer on. tt:e 1st August, 1967 to the 
then Director Jncharge (Pip~lines Division) Shr\ S, K. Guba .who; however, 
did ·Dot mark it to any officer for action. 

However, Shri Arun Roy Choudhury, a Director on the IOC Board,. 
produced copy of this report when he~pponded it with ,Ilis note of Dis
sent dated 6-8';'1966, in respect of Agenda No, P. 23/ of 2-7-1969 of the 
IOC Board on the subject of "Internal Administr,ative Lapses in the mat
ter of occurrence of corrosion and shortfall in )hedeliign capacity of the 
HBK Pipeline Section, "which was then considered by JOC Board in' 
the light of Shri Aeun Roy Choudhury's Note of dissent. 

This Ministry advised IOC in September, 1970 to arrange for a spe
cial scrutiny of the Internal Audit Report by C and AG and IOC request
ed the C and AG accordingly. The Assistant C and AG, however, replied, 
to lOC in October, 1970 that the Internal Audit Report should first be 
examined by IOC Ministry and then sent to Audit alongwith the results 
of the examination and at that stage this matter should be referred to the 
C and AG by the Ministry alongwith the relevant files. 

IOC's comments on th.: concerned Internal Audit Report have since 
been received and are being examined by the Ministry. The relevant files 
are at present in the custody of the Pipeline Inquiry Commission, 

In the concerned Report, the Internal Audit has commented upon:

(i) The changes made in the line capacity from time to time; 

(ii) Amendment of the main contract; 

(iii) Project Design Description; 

(iv) Sanction of the Project cost estimates. 

The last of the above, namely, sanction of the project cost estimates 
;is a matter already included in Item (d) of the terms of refereace of 
Pipeline Inquiry Commission. As the matters relating to thecontracl 
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with SNAM ha~e also since been included in the terms of reference vide 
Item (h) oft~is Ministry's Notification dated 25th Octobt=r, 1971, the 
<Xaer three. ~ com~nted upon in the Internal Audit Report will also 
now fall WIthin the purv:tew of the Inquiry by the Commission." 

[Ministry of Petroleum and Chemicals O.M. No. 15(l7)/70-0R dated 

29th November,. 1971 ] 

Collllltents 01 file Committee' 

The term of reference shows that 'sanction. for tbe total project '*It of 
OBK pipeline was not issued by the Government! The fact, therefore, 
remains that there was no sanction of Government for the total project to. of HBK pipeline project over lVIhich an. expenditure of over Rs. 26 
crores had already been incurred. There cannot be a graver lapse than 
....... the C-UWee emp_tically reltfftte tbelr ~reeomMellda· 
tion 'to take action against all those who are responsible for lids 1IIprIe.' 

L. TRANSFER OF KOYALI-AHMEDABAD PIPELINE (Par::. 4.13) .' ,_. , 

Recommendation (Serial No. 19) 

Recommendation No. 19 and Government's reply thereto read all fol
Jows:-

"The Committee regret that aJthough the de facto transfer of Koyali
Ahmedabad Pipeline has taken plate· the question of dejure transfer of 
the Koyati-Ahmedabad Pipeline has not been settled since 1967 in spite 
of the fact that both TOC and ONGC are under the administrative con
trol of the same Ministry, such prolonged indecision and delay in the 
Ministry in the opinion of the C"mmittee. are not indicative of expeditious 
and business-like approach, which should distinguish a Ministry adminm
tering public undertakings. (Paragraph No. 4.13). 

keply eI Goftl'llmea& 

The dejurc transfer of the Koya1i~Ahmedabad Pipeline M5 been 
effected with effect from 1-4-1970. The amount of lease money has al
ready been paid to the Oil and Natural Gas Commission. However, the 
iormal transfm' deed is· expeGted to be sipd very shortly. 

[Ministry of Petroleum and Chemicals and Mines and Metal. (Deptt. of 
Petroleum) O.M. No. 15(17)/70-01t dated 1 .. 11-1970). 

111 LS-4. 
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FarCber 1af0l'llUld0a c.IecI for by the Com_ .... 

Government may indicate whether the transfer deed in respeot of 
'lCoyali-Ahmedabad Pipeline has sinoe been signed and if so, on what date? 
A copy of the transfer deed may also be furnished for use of the Committee. 

[LSS O.M. No. 16-PU/68 dated lst October, 1971]. 

Farltler Reply of Government 

The transfer deed in respect of. Koyali-Ahmedabad Pipeline was sign
ed OIl 31st March, 1971. A copy of the deed is enclosed (Appendix VII). 

[MJaiItry of Petroleum and Chemicals O.M. No. 15(17)/70 dated 3rd 
November, 1971]. 

COBIIIIeNs of the Ce.1Dittee 
TIle Ca mWee do .... willi to punue tIIis reeo ___ tIo. ill .tew of 

~.repIy. 

M. ESCALATION IN ESTIMATES (Paras 5.10 to 5.18 and 9.21) 

R ............. tIoDs (Sertal Nos. 20 IUId 34) 

Recommendations 20 and 34 and Government's replies thereto read as 
follows:-

Recommenclation 20 

"The Committee find that the Estimates of the Gauhati-Siliguri Pipe
line have escalated to the extent of 25 per cent during the course of 3 
revisions. whereas in the case of Haldia-Barauni-Kanpur Pipeline. the esti
mates have escalated to the extent of 15 per cent in the course of two 
revisions. The final estimates of Haldia-Barauni pipeline are still to be 
prepared. 

The present system of control on public undertakings envisages a 
three tier system of financial control:-

(a) Control of Board of Directors 

(b) Control of Government 

(c) Control of Parliament 

The Committee are COftccrned to find that the whole system of three 
tier financial control bas not been properly applied in con"olling the fin
ances of this Undertaking. They find· that the Project estimates of G.S. 



43 

.Pipeline for Rs. 591.20 lakhs were sanctioned by Government on 4th 
':October, 1962. After this sanction the undertaking went on spendiag 
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 esti
mates of the Project as Rs. 775.38 lakhs after the completion of the Pro-

ject. The Coinmittee find that this excess etXpenditure of Rs. 184.18 lakhs 
for the completion of the Project was done by the Undertaking without 
any proper approval of the Government, althOUgh according to the pres.
·cribed 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 una~ 

Ithorised expenditure beyond 10 per oent of the sanctioned estimates by the 
::Undertakings, the Ministry in a written reply have stated as follows:-

"It has not been possible to trace the exact reasons why IOC con
tinued the completion of the Project at the enhanced cost 
without. getting interim sanction fer this." 

The Committee find that the Board revised the estimates of the Pro
ject for the first time on 28th January, 1963 as Rs. 661.52 lakhs. The 
Committee fail to understand why these revised estimates were not refer
red to the Ministry and also why the Ministry's representative. on the 
Board did not take note of it and informed the Government of this un .. 

· usual escalation of cost. 

The Committee understand that the Indian Refineries Ltd. had· a Fin-
· ancial Division. They are, therefore, unable to appreciate how the Fin
ancial Controller could allow the expenditure to be incurred without pro
per sanction for revised estimates of the Board/Government. The ca!\ual 

· and leisurely manner in which the Indian Refineries Ltd. have approac?ed 
the question of revision of the estimates and its expo.vt facto ~gulansa

.tion by Board/Government are indicative of the fact that effectIVe con-
· trol and direction are not being exercised. It is for this reason that the 
undertakings have come to play with the tax-payer's money. ,:"ithout pay-

· ing adequate attention to the prescribed procedure of obtaJn~g Govern
ment's prior approval to the revised estimates. The CommIttee ,:,,~uld 
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 ~ew 

'Services and New Instrument of Service and stress that effecbv~ aC~lon 
· should be taken by the Government to implement the reco~mend~t~ons 
and take prior approval of Parliament in case of su~ntial reVISion. 
The Committee also expect that while examining the queS?OD of acc?rd-

irig approval to revised estimates, Gove~ment WOUl~o::~:= f~~~S~~: 
its effr.cts on the economics of the ProJect. 'I1le It f 
\Where t1te economics of the Project<; are adversely affected as a resu 0 
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revised estimates of expenditure the matter should be speciaUybro~t: 
to the notice of Parliament without avoidable delay. 

""'hat amazes the Committee most is that the Government did not 
bother ~o examine thety,pe ,of control that they had on thcUndertaking 
and allowed complete fliCcdomto the Undertaking whiobwere not permit-. 
ted even by the delegation of powers. 

The ,Committee recommend that the circumstances under which the' 
Undertaking was 1lliowed to spend money beyond 10 per cent of the 
sanctioned estimates without the approval of the Government sbould be· 
investigated and the persons respon~ible both in the Undertaking and the 
Ministry should be proceeded against. 

The Committee strongly recommend that in future prescribed pnncI
pIes o,f financial control should be adhered to by all undertakin&.s includ
ing the.IOC. The Committee regret that ,in no year the Demands for 
Grants of the Ministry pr.ovided for the expenditure -and for fuB' six years 
Parliament was unaware of what was happening in the financial,agminis
tration of the undertaking. Taking strong exception to bypassing of Par
liament's financial control, the Committee recommend that in future all 
cases of Project Estimates, the Revised Estimates should be given effect 
to only after Parliamc;lt has approved of the total Capital Expenditure 
on the entire project or the revision of the project estimates ,as the. ~ 
may be.' (Paragraph Nos~ 5.10 to S.lS) .. 

Government's Reply 

"As recommended by the Committee on Public Undertakings, the' 
Commission of Inquiry has been requested to investigate the cio:-cumstan
ces in which the IRL/IOC spent money in excess of the sanctioned esti
mates in the case of Gauhati-Siliguri Pipelilli!s." (Vide term (f) repro
duced below:-

Term ofR4ere";Ce 

"(f) to determ~ne the circumstances in which IRL/IOC speDt ,money 
. in excess of the sanctiOfted estimates in the case of the OSP.L 
Project." 

As for the other recommendations contained in paras 5.JP to S.ls of 
the Report, . they have been referred to Ministry of FinanQ, w~lt Js ~ 
coordinating Ministry of such matters, for taking furher necessary action .. 
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[Ministry of Petroleum & Chemicals IUld MiDc& UId MetaIa (DopU. of 
Petroleum) O.M. No. lS(l)/70-0R. dt. 1st November" 1970] . 

...... MKIIIIiId&d cIIW for ., tie c-WUee 

Gove~nt may indicate the precise action taken on the following 
.-aspects of the recommendations at Serial Nos. 20 and 34:-

"(i) The Committee expect that while examining the question Elf 
according approval to revised CfStimates, Government would 
seriously oon_r its effects on the CCODOmics of the project. 
The Committee feel that where the economics of the projectli 
are adversely affected as a result of revised estimate of ~x
pend'iture the matter shoWd be specifically brought to the 
notice of Parliament without avoidable delay ... 

,(ii) "The Committee recommend that the circumstances under which 
the Undertakin, was allowed to spend money beyond 10 per 
cent. of the sanctioned estimates without the approval of the 
Government should be inv'.:stigated and the persons respon
sible both in the undertakings and the Ministry should be 
proceeded against." 

,(iii) "The Committee regret that in nO year the Demands for grants 
of the Ministry provided for the expenditur~ and for full 
six years Parliament was unaware of what was happening in 
the financial administration of the undertaking. Taking strong 
exception to by passing of the Parliament's financial control, 
the Committee r-xommend that in future all cases of Project 
Estimates/Revised Estimates should be given effect to only 
after Parliament has approved of the total capital expenditure 
on the entir.e Project or the revision of the project as the case 
may be." 

'(iv) "The Demand for ,grants of concern.~d Ministries should make 
specific provisions regarding 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 Parliament on principl.! at the Project 

stage." 

(LSSO.M. 16-PU/68 dated lst October. 1971) 
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The recommendations as contained in paras (i) to (iv) were brought 
to the oOtice of the Ministry of Finance who are the administrative Min
istry for such matters., a~ their obseo/ati~.~s also the action mken by 
th.!m are contained in Appendix VIII. 

[Ministry of Petroleum &. Chemicals O.M. No. 15(17)/70-0R 
dated 3rd November, 1971J. 

Recommendation (Serial No. 34) 

"The Committee find that tbe estimates of the Gauhati-Siliguri Pipeline 
hav~ escalated to the extent of 2S per cent dudng the course of three re
visions, who::reas in the case of Haldia-Barauni-Kanpur Pipeline. the esti
mates have escalated to the extent of 15 per cent in course of two revi
sions. The final estimates of Haldia-Barauni Pipeline are still to be pre
pared. Such frequent escalations of estimates deserve, in the opinion of 
the Committee. the prior approval of the appropriate authority. The Com
mittee, therefore, deprecate such unauthorised revisioo of estimates and 
commend that approp:i.ate authorities should have been consulted and 
their concurrence 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 Undertak
ings envisages a three tier system of financial control viz. (a) control of the 
Board of Directors, (b) Control of the Government; (c) control of Par
liament. As regards (a). the Commit~ find that the Public UndertakingSi 
can spend upto 10 per ceot of the sanctioned amount/estimates without 
the approval of the Government. In regard to (b) for expenditure beyond 
sanctioned amount exceeding 10 per cent, the Government approval be
comes unavoidable. As regards (c). the Parliament's approval has to be 
taken on the entire scheme followed by approval of the Budget every year. 
The Committee strongly recommend tirat all public undertakings in future 
should obey the prescribed princip1es of financial control at the stages in
dicated at (a), (b) and (c) above. The Committee further recommend 
that all cases of Project estimates/revised estimates should be gi*n effect 
to only after Parliam.ent has appr.oved of the total capital expenditure on 
the entire project of the revision of the Project, as the case may be. The 
demaod for grants of concerned Ministries should make specific provisions 
regarding the actual outlay to be made for the entire period of construction 
of the Project initially and annual approval of the Pa'rliam~t should be 
taken of the amount sanctioned by Parliament On pcmcipal at the project 
stage. (p.aragraph 9.21). 
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,. Reply of Govemment 

The principles of financial CODtrolo~ned ·by.~Committee haw 
been referred to the Ministry of Finance for further necess~ actio •• 

[Ministry of Petroleum & Chemicals and MUles & Metals (Deptt. of 
Petroleum) O.M. No. 15(17)/70-OR dL 1st November~ 1970]. 

Further InfOl"llUltion Called for by the Committee 

Government may indicate the precise action tako!n on the following 
aspects of the recommendations at Serial Nos. 20 and 34;~ . 

. . ,'" .1: . . , 
(i) "The Committee~t .that whilo examining the questiOn 

of according approval to revised estimates" Gowmment would 
seriously consider its effects on the economics of the project. 
The Committee feel that where the economics of the projects 
arc adversely effected as a result of revised estimate of 
expenditure the matter should be specifically brought to the 
notice of Parliament without avoidable delay." 

(ii) "The Committee recommend that the circumstances under 
which the Undertaking was 'allowed to spend money beyond 
10 per cent of the sanctioned estunates without the approval 
of the Government should be investigated and the persons res
ponsible both in the undertakings and the Ministry should be 
proceeded against." 

(iii) "The Committee regret that in no y~ 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 strong 
exception to bypassing of the Parliament's financial control, 
the Committee recommend that in future wi cases of Project 
Estimates/Revised Estimates should be given effect to only 
after Parliament has approved of the total capital eoxpendi
ture on tOO entire Project or the revision of the project as the 
case may be." 

(iv) "The Demand for Grants of concerned Ministries should make 
specific provisions regarding the Capital Outlay to be made for 
the entire period of construction of the Project initialIy and 
annual approval of tbe Parliament should be taken ot.the 
amount sanctioned by Parliament on principle Ilt the project 
staae." 
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Ful1laer Reply of Goverumeat 

The recommendations as contained in paras (i) to (iv) WIlle brought 
to Ihe aodoe at the Ministry of Finance who are the administrative lUi-
istr:y tJOr sa matters and the observations as -also the action taken by 
them are contained in Appendix VIII). 

[Mmistry of Petroleum and Chemicals O.M. No. lS(17)/70-0R dated 
3rd November, 1971]. 

Comments of tile ColDllliUee 

The Committee had recommended that "the cira""'tanc:. UDder wltidl 
.. UIIIIeIaddac was allow. Ie .,..d ..... y beyond 10 per cent of the 
IIadIoned esthMtes wtthoat the approval of the Government should be 
."e ........ d the ...... I1IIIpOIIIIMe beth in the undertaking and the 
MiDiIRy shoIdd .. preceeded ........ " 

The Govemment in tlleir reply said tbat as recommended by the Com
mittee on Public Undertakings, the Commission of Inquiry bas been re
quested to investigate the circumstances iu which the JRL/IOC spent 
money 'in excess of the sanctioned estimates in the case of G.S. Pipeline. 
The relevant term reads as under:-

"(f) to determine the circumstances in whiCh the IRL/IOC spent 
money in excess of the sanctioned estimates in the case of the 
GSPL, Project." 

WbiIe the term of referena (I) covers the escalation in the estimates 
of G.s.P.L Project, it does not cover the escalation in tile estimates 
of ILB.K. Project. As for the estimates of HBK Project, fIR Committee 
have given dlek comments elsewhere. 

So far as the Finance Ministry's instructions and proposals in regard 
to the three-tieT financial control over Public Undertakings is concerned, 
the Committee are (jf the definite opinion tbat these instructions and pm
posals not only fail to fulfil the objectives of the recommendation but ac
tually undermine the controlling and supervisory powers of the Parlia
ment. Tbe Committee are surprised that under these instructions ud 
proposals the Gowrnment are trying to resile from their own guidelines 
whkb were issued by the Ministry of Finance vide their OM. No. F:8-
(Un~B/69f dated 27th July, 1970, in pursuance of the recommendations 
c:oDtalned in the Eleventh and FIftieth Reports of the Pnblk Accounts 

~ee (Fourth Lot Sabba). 
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N. DELAYS IN COMPLETION OF PIPELINES (Paras 6.9 to 6.12) 

a .......... (51. No. 11) 

Rec:omm.endation No. 21 and Government's reply thereto read as 
foUOws:-

"1b.e Committee are surpriled to learn from the Ministry that the 
various reasoni tbat caused the delay in the construction of the pipelines 
w....-re not specifically brOught to the notice of Govemment fOr resolving ot 
(iovemment level. To them. it appears. that the "emeraency" and "5peed" 
stated to be involved in the projects was only confined to the entrusting 
-<>f works to the foreign contractors without inviting Global Tenders. After
wards, both the Undertaking and the Ministry hardly took any effective 
measur.es to ex~nditure tile completion of the pro~ct. The Committee 
expect the Ministry to take initiative in matters involving clearance by Gov
mnntent/Minist!y in the interest of timely execution of vital prO;ect. 

The Committ.!e are convinced that the Ministry do not make 'any effec
tive use of the reports from. the Undertakings nor do they have tec!lnically 
qualified personnel to scrutinise them. They are of the view that the 
~isting machinery' in the Ministdes is not capable of effective supervision 
of Public Undertakings. Th~y recommend that the Gove!nment should 
appoint a Committee consisting of Management experts/Secretaries of 
Ministries controlling major Undertakings to evolve a proper machinery 
for their respective Ministries capable of exercising effective control on 
their Undertakings. 

This Committee of Experts should also advise as to how the existing 
procedure of cantrol 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. Fin-ancial matters with specific reference to the progress of ac
tual expenditure vis.a-vis the target and according to the sanc
tioned estimates; 

.3. The information received from the proj.!Cts from time to time 
and· to ensure that the materials are scrutinised, digelited and 

ro-rel-ated promptly and put up to the Secretaty /Minilter 
without any loss of time to enable them to know the true pic-
ture at any given tin:te 10 that in the ev...'"Ilt of any weakncas 
being detected prompt action is ;nitiated by the Ministry. 
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4. The administrative m.inistries should develop a central contml 
agency on the pattern/existing at the, headquarters of Rail

way and Defence Ministries to deal 'wlth ~ir respective do
partmental undertakings and also in existence at the head
quarters of giant internatiOnal enterprises aft.!r suitable 'Bdop
tion and modifications so that the ministries could have not 
only complete grip over. the progress and functioning, of Pub
lic Undertakings but are a:so furnished the information 'aDd 
daro. af~r proper screening and shiftini 

5. Study of important 'areas in the Undertakings and technique 
including PERT SYSTEM to locate the critical areas in every 
Undertaking. 

The Committee recommend that the proper machinery should be evol
ved to provide an effective leadership to the Undertaking through the 
medium of technically qualified cell. Unless this is achi.:ved, the Com-
mittee are convinced that the Ministries will not be able to discharge their 
responsibilities to the Undertakings. 

(Paragraph Nos. 6.9 to 6.12) 

Reply of Govel'JUlleDt 

This has been referred to the Bureau of Public Enterprises which is 
the concerned organisation for such matters, for further necessary action. 

[Ministry of Petroleum & Chemicals and Mines and Metals (Deptt. of 
Petroleum) O.M. No. 15(17)/70-0R dated 1-11-1970]. 

Further Information eaIIed for by the Committee 

Governm:nt may indicate the precise action taken by the Bureau of 
Public Enterprises in the matter. A copy of the detailed instructions if 
issued in this behalf to the Ministries/Departments/Public Undartakings. 
may also be furnished. 

[L.S.S. O.M. No. 16--PU/68 dt. lst October, 1971]. 

Faatber Reply of Govel'JllDeDt 

The recommendations as contained in the relevant paras were brought 
to the notice of the Ministry of Finance (BPE) who are the administrativo 
Ministry for such matters and their observation as also the action taken 
by them "re contained in Appendix IX. 
(M'mistry of Petroleum &. Chemicals O.M. No. lS(17)/70-0R dated 3rd 

November, 1971]. 
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Comments of the Committee 

. In this recommendation, the Committee had raised some fundamental 
questions relating to the controUing MInistry's capacity to provide leadel-
ship to its undertakings. The Committee nre of tile opinion that the ob
servations and the recommendations made by the Bureau of Public Enter
prises faU far too short of meeting tberequirements of this recoDUDlDcIa
tion. 

O. RE-ALIGNMENT (Paras 7.35 to 7.52, 9.23) 

Recommendations (Serial Nos. 22, 23, 24, 2S, 36) 

Recommendation Nos. 22, 23, 24, 25 and 36 dealt with matter of lay
ing the pipeline through coal b.~aring areas. These recommendations and 
Government's replies thereto are reproduced below:-

Recommendation (Serial No. 22) 

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 
cauticn it deserved. They 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 Septem
ber, 1963) followed by Chief Mining Adviser to the Ministry of 
Mines & Fuel (on 14th September, 1963) and Chief Inspector of Mines, 
Dhanbad (on 21st December, 1963) had emphatically and repeatedly objec
ted to the laying of this pipeline through the coal bearing areas. The foreign 
technical advisers of the Corporation viz., Snam-Progetti Be.chtal however, 
held contrary views and categorically stated that no technical difficulty of 
risk was involved to the pipeline or to th.: coal bearing areas and insisted 
that the pipeline should be laid as suggested by them. Ignoring the warn
ing of the Indian experts, JRL acCepted the advice of their foccign techni
cal advisers and wrote as follows in their letter of February. 1964:-

"There will be no danger to the pipeline if it is laid in the coal 
mines and if ruty protective measures are 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 t~ Coal Mining 
experts." 

The Committee are surprised to find that Bechtels. the Consultants of 
IRL in their letter,. dated the 20th December. 1963 confirming that the 
crossing of coal mining areas presents no technical difficulties to the pro-
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. ducts pipeline stated catesOtically that from fAeir elrpCrience of construc" 
tien of pipeline in coal niinmg areas in the U.S.A., France and Germany 
D~ difficulty has been experien.. Wble iC~ dle adVke, tfle Com
Dl1~t~ find tha~ Bechtel dW not poiM out..,. epeeili iaitlDee of a place or area JD. a forelp couatry where tbe pipelia6 has 1lieM liM tlttOugh the . coalfields. ; 

'!'he CoDtn'dttee 6~a tbat while the question of laying pipeline thr. 
Coal bearing areas was being discussed in November-December 1963 in 

,consultation with the Coal Mining Adviser to the Government' of India 
the Mining Diiector, Iftidiil'l Reftl'l'eries LiJDited is on record as havjn~ 
stated at a mee~ng with representatives of Becla&els IIIlCl bm regarding 

,the location of Ruderant Terminal that "there will not be any change .in 
the alignment of the Haldia-Barauni Section! of PipeUae." This would 

. suggest that the issue had been foreclosed at admmistrative level of Indian 
Refineries even while the discussions were going on with the Mining ex-
perts of the Government. • 

After the completion of project again in February, 1965 Bechtel's re
presentative in Delhi wrote to their principles in San Francisco Officer 
asking for advice on the problem of laying pipelines across coalfields. 
The San Francisco Office r.e.plied on the 8th February, 1965 that in such 
matter 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 cracks extended to the sur
face above the safety pillars were emitting smoke. Mr. HoafTert of Bech
tels in 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 pipe
line 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 consideration by Snams Engineers while planning the layout of 
the pipeline. Even when the question of advisability of laying the pipe-
line was questioned. both Bechtels (consultants to 1OC) and Snam (De-
sign Contractors) did not seem to have ~tudie? it in all its . aspects and 
giv-en the necessary advice at that stage 10 which case the difficulty problem could have been avoided." Sbri Raju in his report also ~tat~d "that 
it would be desirable step to divert the pipeline or lay a new plpelme over 
nearby areas from coal deposits." 

'l11 Committee further find that neither Indian Refineries Limited nor 
Oover:ment bald consulted the Geological Survey of India or aske~ th~m 

. to prepare the seCtion showing the outlay of coal seems along the plpehnc 



53 

till Shri Raju spec.ificaU ukcc;l ~_ '-_ . fir . . .. y" .~ tUllii ,map wbid! .as prepared for the· 
st tIme at hl~ l~stance. Shri Raju in his report has mentioned that a 

aumber of coUlenes over which the pipeline passes viz., Stipur, Satram", 
~avpur, etc. have gassy fires and that in some of these coUieries 
particularly old ones, where working has been discontirtued fires may 
start any tittle; , , ' , 

Shri Raju's report was discussed at ,a inter-Ministry meeting on ,8th 
February, 1966 and a decision was taken to "plan for a restricted diver
sion of the pipeline over the worked lcasep held areas within the next 
two or three years and the 'pipeline permitted to bem operation tiD then 
with proper safeguards." 

It was ultimately de~ded by the IRL Board/Government on the 
Report of a Survey and Design team set up for the purpose to a dinr
sion of 96 kms., to avoid the coalfields at a cost of Rs. 195 lakhs, which 
was sanctioned by the Government of India on 12th May, 1967. 

The Committee f~eJ that it is indeed ,unfortunate that the Gpv~rn
ment disregarded the opinion of the Iridian Mining Experts and comple
tely relied upon theadvkc of tbeforeign.experts for laying the pipeline 
through the coalfields. As' the events have prOved, the views of the 
Indian Experts have ultimately' prevailed. 

(Paragraph Nos. J.35 to 7.42) 

'GevemmeDt's Reply 

The Commission of Inquir)', has been. fequest~d ,tp report on whether, 
in view of the objections raised by West Bengal Govemment and Indian 
Mining Experts over the laying of. thepipeUnes near coalbearmg area, 
there was any carelessness and negligence in discharge of responsibilities 
by Gover:tmcnt/IRL/IOC officials vide para (e) of Appendix!" (repro-
duced below):- . 

Term of Reference 

"(e) In view of ,the objections raised by W:est B~~l Govemnlent 
and Indian Mining E~rts .over the laying of the pipeline 
over coal bearing area, to advice whether there .was any care
lessness and negligence in discharge of respopsibilities by 
Government/IRL/lOC officials." 

['Ministry of Petroleum & Chemicals and Mines andMetats (Deptt.oC 
Petroleum), O.M. No. 15(17) /70-0R datedl" November, 1910] .. 
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ReeGlUteadlltion (Serial No. 23) 

The other point that the Committee have noted with regret is that! 
IRL made a commitment of providing necessary protective measures ill 
the coalfield area without examining and knowing the financial implications 
for such a commitment and even without knowing fully what those protec>
tive 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 fina that! 
the IRL Government had never applied its mind to the economics of the 
protective measures vis-a-vis the expenses of laying new pipelines which 
is unpardonable. What surprises the Committee most is that JRLI 

-Oovernment before making their commitment amounting to Rs. t 8 cron:! 
for protective measures never deemed it necessary to seek the prior 
approval of the Finance Ministry which was obligatory. (Paragraph No. 
7.43). 

Goventmeat'l reply 

Noted. This will also come witbin the purview of the Commission's 
'inquiry, vide para (e) of Appendix I (reproduced below):-

(e) In view of the objections raised by West Bengal Government 
and Indian Mining experts over tbe laying of the pipeline over 
coal bearing area, to advise whether there was any carelessness 
and negligence in discharge of re9pOnstbilities by Governmentf 
IRL/IOC Officials: 

[Ministry of Petroleum and Chemicals &; Mines &; Metals (Deptt. of 
Petroleum O.M. No. IS(17)/7Q-OR dated lst November, 1970]. 

RecommeDdadon (SedaI No. 24) 

The Committee find that Government consulted the Burma Oil Company 
"(Pipelines Division) in London in 1967 taking into account the fact tha! 
BOC Pipelines Divison were working as consultants to Oil Indian· in 
Naharkatiyan-Barauni crude pipelines The Committee feel that the 

.' ex,pert 'advice should have been sought at an earlier date so that their 
recommendations about the use of regulated mining practices, adoption. of 
hydraulic and stowing etc. could be brougbt to the notice of the mining 
experts and mining concerns for 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 which ~he 
Mining Advisers to the West Bengal Government and the Advisers to the 
'Government of India had objected to the,l8'Ving of pipelines through the 
-coal bearing areas in no uncertain terms and if that was done all these lapses 
·would not have occurred. 
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The Committee regret that the indifference of IRL/Government went 
to the extent of ignoring to ask for 'a third s~ of independent opinion 
befere accepting the defective advice. The Committee is convinced that 
such gross indifference and dereliction of duty of the officials of Govern
.ent/IRL. being inexcusable, impartial inquiry followed by severe puni!'h
ment of guilty officials for the lapses is called for (Paragraph Nos. 7.44 
and 7.45). 

Go"emment's Reply 

As recommended by the Committee, the Commission of Inquiry has 
been requested to advise [Vide para (e) of Appendix I] on whether there 
has been any negligence or carelessness or mala fule motive on the part of 
any of the officer of Government/IRL/IOC and their staff in the dischar~ 
of their duties assigned to them vis-a-vis 'pipeline projects." (reproduced 
below) :-

Term of Reference 

"(e) in view of thcobjections raised by West Bengal Government 
and Indian Mining expens over the laying of the piepline over 
coal bearing area, Ito advise whether there was any carelessness 
and negligence in discharge of responsibilities by Governmentl 

, IRL/IOC officials.M 

{Ministry of Petroleum &- Cbemicals & Mines & Metals (Deptt. of 
Petroleum) O. M. No. 15(17)/7O-OR dt. lstNovember, 1970.] 

ReaP ...... tIon (SL No.2!) 

The main contention of the IIU- in not agreeing to consider the pro
posal for diversion of alignment of !the pipeli'ne throop the coal bearing 
area in 1963 and 1964 was that 8' decision to realing the pipeline waul" 
result in considerable delay. The Committee desire to know the estimate 
Of the delay that would have been caused, but no ,precise reply was forth
coming from GovernmeDit. 

The Committee would like to point out in this connection the fonow
ing two salient facts:-

The first contract for OOD8truction work was signed with Soam on 
31. July, 1963. The first objection of the West Bengal Government Mining 
Adviser to the West Bengal Government 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. 
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lit j5 also ,pertincat to recall that thc ExocYtive Projeet Report in thc' 
form of "drawinp and specifications" eame ill piece-meal from 1963 tiH 
1966 whe.a the Projectwu oompleted. 

Another.reason putforwacd by lRL fornot.~, rcaligJUlleJ:Jt d 
the pipeline is that it would have involved pa)'IIDent of damages to the CCO&o 

tractors for down time for keeping their machines and men idle on die 
job. No estimate of the down time payment has been given to the Com-
mittee, but judged from the actual rate of down time payment made to the 
contractor for non-availability of landC!tc. the Committee feel that its quan
tum would have been far less than the cost that would have !been incurred' 
for realigning the pipeline at that stage to avoid the coal-bearin~ area. Tb.e 
least thart: the Committee could expect from IRL/Government was that 
they should have carried out a most careful appraisal of the vacjous alterna
tives such as cost of realignment and payment of down time viSr-a-vis ~he 
grave hazard of pus'hing the pipeline through the coal mining area agaiBst 
the advice of mining experts of Government. The Committee have pointed 
out elsewhere in the Report how the existing alignment of pipeline through' 
!the coal-bearing area is 'alleged to have resulted in locking up of coal 
reserves to the tune of lils. 350 crores and cafried ;m implied commitment 
to the tune of Rs; 18 crores on stowing works t&minimise d'Je hazard of 
fire in the. area surrounding the pipeline. 

It is, therefore, evident that in actual fact there w~ a time lag of over 
One year in the signing of the agreement and its execution which could 
have beell. used 'with prudence to go into all ~t~ of re~nt and 
taken a deci!iion in the overall interest of the Pr~ject 

Another fact which comes prominently to notice in this case is that 
complete reliance was placed by 'the P'uIIIic Uadettikings/Government on' 
foreign companies for the preliminary Project, Report, executive Project 
Report, engineering details, project execution; design monitoring and manage
ment supervision without exercising their right Ito over-see and scrutinise 
their actions to ensure that they were in the best interest of the coulltty. 
The object reliance on fOreign compariies went to the extent of rejecting 
outright the expert advice of Government's own Mirtlng engineers. 

The Committee would like the Public Undertakings/Government to learn
_be lesson from this cos.tly lapse that the responsibility tor mcr«eiDg the 
work of foreign collaborators should in no circumstallccsbe cOmpronlised' 
and that vi,gilan~ should be exercised at every stage to hold It1;1e foreign 
collaborators responsible for discharging their obligations un~r the cOntr~ 
faithfully. Government should also t~ke care to make adequate provisiOlll 
in the agreements to safeguard their right to reoo~ mon~y for demages 
suffered' or short-falls in capacity as, compared to the deslgM ca.pacity 
contracted and paid for (Paragraph Nos. 7.46 to·7.5'1). 
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Reply of Government 

Noted. 

[Ministry of Petroleum & Chemicals & Mines and Metals (Deptt. of 
Petroleum O.M. No. IS(17)/70-0R dated 1-11-1970] 

FUJ'thero Info.rmation called fo.r tbe by the Co.mmittee' 

Government may indicate the precise action taken in pursuance of the 
~mmendation. If ~structions have been issued to Public Undertakings, 
Government may furnish a copy thereof for information of the Committee. 

[L.S.S. O.M. No. 16-PU/68 dated lst October, 1971.} 

Further Reply of Government 

One of the /terms of reference of the Pipeline Enquiry Commission 
reads as follows:-

"(e) in view of the objections raised by West Bengal Government 
and Indian Mining e~perts over the laying of the pipeline over 
coal bearing area, to advise whether there was any carelessness 
and negligence in discharge of responsibilities by Government/ 
IRL/IOC officials." 

Furtheremore. the technical aspects of the problems have been referred 
to a Committee of Experts headed by Shri K. S. R. Chari. Chief Technical 
Adviser, Department of Mines and Metal. A copy of the Resolution 
No. 15(85)/70-0R dated the 23rd March. 1971 apPOinting this Com
mittee and containing its terms of references is enclosed. (Appendix X). 

[Ministry of Petroleum & Chemicals O.M. No. 15(17)/70-0R 
Dated 3-11-71.] 

Further Reply o.f Govenunent 

Yesterday, Shri Soundararajan, Deputy Secretary, Lok Sabha Secretariat 
enquired whether the report of the Expert Group appointed on the realign
ment/rectification of a section of the H.B. Pipeline has been received. As 
the undersigned has informed him, the report is still awaited and is now 
expected by the end of this month. 

[Min. of Petroleum & Chemicals O.M. No. lS(17)/70-0R Vol. n dated 
26th September, 1972]. 

Report of the Chari Committee was received from Govemment on 18th 
November. 1972. 

111 L.S.-S. 
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Recomm~ <a No. 36) 
,r' .. " , 

"Yet another aspect which has greatly worried the Committee is the 
object abdication of the' right by the Management to oversee the de~ijD with 
particular reference to su..ch vital matters as capacity and ali~ment. to 
foreign c~anies. The dependence on 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." 

Repl)' of Go .. ~t 

Note" for future $lJidance. 

(paragraph No. 9.23). 

[Ministry of Petroleum & Chemicals and Mines & Metals (Deptt. of 
Petroleum O.M. No. lS(17)!70-0R dated 1-11-1970] 

Further Information called for by the ConuuiMee 

Government may inPicate the precise action taken in pursuance of the 
recommendation. If instructions have been issued to Public Undertiildngs 
Government may lumish a copy thereof for information of the Committee. 

[L.S.S. O.M. No. 16-PU/68, dated 1st October, 1971]. 

Further Reply of Govenunent 

.Qne of the teems of reference of the pjpeline Enquiry Commission 
~.M4s as follows: 

"(e) in view of the objections raised by West Bengal Governmalt 
and Indian Mining experts over the laying of the pipeline over 
coal bearing area, to advise whether there was any carelessness 
~Qd negligence in discharge of responsibilities by Government 
l'ltljIOC officials." • 

Further more, the technical aspects of the problems have been referred 
to a Committee of Experts headed by Shri K. S. R. Chari, Chief Technical 
Adviser, Department of Mines and Metal. A copy of the Resolution No. 
15(85) j70-0R. dated the 23rd March, 1971 appointing this Committee 
and containing its terms of reference is enclosed (Appendix X enclosed with 
Reply to Recommendation No. 25). 

~Ministry of Petro~~ & Chemicals O.M. No. 1S(17)j70-0RD, dat~ 
3rd November, 1971] 

RePQl1 01 the Chari Committee was received from Govenu.nen.t oD. 18tb 
November, 1972. 
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CoDUDeDts of die ColIUDIttee 

From ,the above recommeadadolu of die CqIqUlittee, ODe tWac __ 
-very dearly lind it is this that "It W8t ultimately cIedded by the lOCI 
oGovernment 'ou the Report of a Sul'vey and DeIip __ Bet up fOr the 
~, to a diversion of 96 laDs. to avoid the coal-tieldl .. a cost of 
lb. 195 11ikIis, which was sanctioned by the Goverameat of India OD 12th 
Mly, 1967:· 

The Committee had naturally expected that Government would laform 
tbem about the progreBI of thk re-alipotent. Instead, the Committee have 
..... informed that an Eqert Group was appOinted ou 13rd March, 1971 
to "determine wbedler any re--aUpment or reedfication is neceuary In the 
Haldia-Barauni pipeline to meet the ~ of tile sltuadDo." The Com
mittee take strong exception to the Government's claim that tile need to 
appoiat tbi$ Espert Group arose from the report of the Committee on 
Public UndertakiDp, 

The Committee have been informed by the Govemment that the need 
to appoint this Expert Group also al'06e from tbe Report of Sbri N. S. Ran. 
ID their recommendation No, 16, tbe Committee bad said emphatically that 
the Report submitted by Sbri N. S. Rau was not worth CODilderiat. Aad 
.still the Committee of Experts is sought to be justified by the Govel'IIIIlent 
on the ba!>is of a report which this Committee bad regarded as of dublo~ 
worth. 

Tbe Committee fail to understand why, .... ing obtained all the expert 
advice aDd "viog considered the report 01 a lIJrYey of its own team let up 
for the purpose and having talkeu a dedsioa for 8 dlversioJl of 96 KM to 
avoid the coalfields and IKrriDg received the I8IICdon frOm the Government 
of India issued on the Uth May, 1967 for this purpose tlUs decision wa'i 
DOt implemented. The Committee bopc that at least now there would be 
DO further delay in the implemeatation of tbis decision about the re-align
ment of the pipeline. 

P. CENTRAL VlGILANCE COMMISSIONER 

(Paras 8.15 to 8.19.9.13) 

Recommendation (Serial Nos. 1.6 and 19) 

Recommoodations Nos. 26 and 29 and Government's replica thereto 
read as follows:- 'I 

"The Committee find that when the proposal for diverting the Pipe
line from th.~ coal 'bearing areas for about a tot'lll length of about 93 
Kms. at a total cost of Rs. 195 lakhs was sent to the Ministry of Finance 
for their approval 'aDd concurrence, the then Deputy Prime Minister and 
the Fin3llce Minister, while approving the scheme of diversion on 6th 
May. 1967 remarked that "this appears to be a very bad case and had 
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led to a wasteful expenditure of nearly Rs. 2 crores and suggested an 
enquiry in the matter" with a view to fixing responsibility on the officials. 
concerned at all lovels both in the pipelines division and ia. the MinU-. 
uy". As a result the matter was z:eferred to the Chief Vigilance Com-· 
missioner Shri N. S. Rau on 30th Ju~. 1967" for investiption. The: 
appointment was approved by the Prime Minister. Although it wu. 
expected that the report would be submitted in 3 or 4 months time the 
report was actually submitted, as lato as on 16th April, 1970. Sh:i Rau 
retir.ed as C.V.C. on 23rd August. 1968 before the submitting report on 
HBK pipeline. Before his retirement, however, the Secretary of the 
Ministry had discussions with him and he was requested to continue tbe 
investigation in his personal capacity even after his retrement as Vigilance· 
Commissioner (the letter dated 28th August, 1968 from Shri Nayak to 
Shri Rau and the letter dated 21/2200 August, 1968 from Shri Rau to· 
Shri Nayak reproduced at Paras 8.10 and 8.11 of this report may be 
r.eferred). 

[Parag:-aph 8.15] 

"The Committee made enquiries as to how Shri Rau was asked to 
carry on the investigation in his p...~sonai capacity on his retirement as· 
Vigilance Commissioner and at what level the decision was taken. The 
Ministry have given a written note that the question of Shri Rau's con
tinuing to do the investigation was examined by the then Secretary in 
consultation with the then Minister 3I1d a~r prior approval of the Minis
ter Shri Rau was adviSed to continue the investigation. The Committee 
have taken Dote of the reply given by ~e Minister in tb.:! Lok Sabha on 
20th April, 1970 in which it bas been stated:-

"Miniqter's written ouler on th.! date on which extension was 
gt'~\Dted is not available in Our records. Subsequently how
ever, the then Mini!lter of Petroleum and Chemicals, has 
given in writing that the extension to Shri Rau was granted 
aft~ taking his prior approval." 

The Government has given no explanation as to why the work was not 
an owed to be done by Shri Rau's successor as C.V.C. The Committee 
are surprised that such an important appointment was made by the Se
cretary by taking only ve:bal orders of the Minister and only subsequent
ly the written orders of the Minister were obtained. It is a fit case lc? be 
enquired into 'is to on what dates the su~~uent orders were ObtalDed 
because. the Committee have noted that the Ministry failed to produce 
this paper. before the Committee at the tim~ of evidence when they want
ed the Ministry to produce any written evidence available with them. 
The Committee was told that the relevant ftle was the C.y.C. and hence 

they co~ not produce It. . • 
[paragraph 8.16] 
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.... ·n' Colll.lQittee are distressed wrth the manner in which the then.· 
SecreUp}! to Jhe Min~ of Petroleum and Chemicals was allowed to play 
on his own a crlWial role 10 meeting and persuading Shri Rauthree days· 
befale·.his r~lirement tocontiaue,the Jnvestig~n in his persona) capadty 
even after J"f,lti(eJD.e.Dt. It6 peninent to- recall that one of the subjects 
of epquirywas _ther "any of 'the officials concerned with this matter in 
,~Miaisuyof the',Government of Ittdia and theIRL/IOC" was 'Prima 
Facie callous or negligent in the discharge of their responsibilities" and 
what action, if any, 8houldbe takeh against them. As already pointed 

. .out wlier, the pGJIt of Managing Director of Indian Refineries 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 wouJd have evidently bcen more 
appropriate if the entire question of referring the issues raised by the then 
Deputy Prime Minister and Finance Minister for investigation had been 
entrusted by Government '10 the Cabinet Secretariat and necessary action 
taken in the matter by :Ihe Cabinet Secretary in consultation with the 
Minister concerned and the Prime Minister whose approval had originally 
been taken to entrust the enquiry to the Central Vigilance Commission, 
The Committee O8nnot resist the feeling that in persuading Shri Rau to 
continue with the enquiry even after retirement in his personal capacity 
in circumstances which are not free from doubt cannot be expected to 
s,ettle the matter eonclusive.y. The Committee feel compelled to record 
their fear that the whole investigation has got vitiated in the circumstances 
,~nd the objective underlying it has been defeated." [Paragraph 8.17]. 

'''The Committee feel that the work of the investigation ought to have 
been done by the C.V.C. and not by Shri Rau in his individual capacity. 
The Committee have also noted with great regret that this enquiry has been 
allowed to be dragged OD for a nu~ber of years. Although it was stated 
t.o the Committee that· the work was being dooe in any honorary capacity 
the Committee find that the enquiry has already cost the exchaqucr an 
amount of Rs. 57,000 upto 28th February, 1970+Rs. 7,500 to be paid 
as honorarium to a Professor of Osmania University. The Committee fail 
to unders~and that when the investigation was being done by the C.V.C. 
bow it was withdrawn with the retiremen'tof Shri Rau from the post of 
C.V.C. The Government has not given ex.planation as to why the work 
was not allowed to be done by Shri RilU'S successor as C.V.c." [Pa'~a

gRph 8.18]. 

1beCommittee also made enqulfJeS as to what would be the status 
and force of the report submitted by Mr. Rau in his personaJ capcity. The 
Secretary in his written note has stated that ','the Report would have the 
same folce as any othcir report submitted under either the. Commissions of 
Enquiry Act or by Departmentlt} Inquirlftg Officer or' under Arbitration 
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Ia the view of the Commi~ ~ report 8Ubm~ by Sbci Rau in 
his per&ollll capacity would not carry co.DvictioDl nor will command the 
respect Whi~ a. report of tbi.s ~e could do whell sabmitted bye. V.c. 
In '?~W of the fact that S&ui Rau's r~ppointmeat was made in a '-Wrr 
SUSpICIOUS manner, the Committee furtlaer feel that a report submitted· br 
Shti R,-au in his P,CDOD8l capacity, is not worth CDJaiderina. The Olmmittee. 
woul~ howcver~ &.\so s1l88cst that CIlQUtD. io6>~ and evideDce· lie 

avau,table OIl tbe basis of w~ the Goveroment shouJdprocecd Depart
menWly as the rUles may ~ under ~ CPDduct R_ to take suitable 
action' in the" matter. (Paragraph No. 8.19)". . . 

GoYennneatll Reply 

"However, the Commission of Inquiry has been asked to report if this. 
and other allied matters coul~,. prima facie, warrant initiation of depar,t
mental action against the then 'Managing Director, Indian Refineries 
Limited, Shri P. R. Nayak. 

[Ministry of Petroleum & Chemicals & MUles & Metals (Deptt. of 
. Pettroleum) O.M. No. 15(17)/70-0R dated 1st November, 1970.] 

Further ~QIlat.ioD Called for by the CoIIIIIIiUee 
The Government may indicate the precise 'action taken by them in 

pursuance of the following observations of the CPU. "The Government 
has given no explanation as to why· the work was not allowed to be done 
by Shri Rau's successor as C.Y.C. The Committee are surprised tohat such 
an iJri.portant appointment was made by the Secretary by taking only verbal 
orders of the Minister and only subsequently the written orders of tho 
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 ltime of evidence when they wanted the M'mistry to produce any 
written evidence avaDable withtlbem.. The Committee was told that the 
relevant file was with the C.Y.C. and hence they could not produce it,''' 

It may be mentioned that the above point does not figure in the teJ:llllS 
of reference of the Commission of Inquiry. Government may state the 
'reasons therefor. 

[LSS O.M. No. 16-PU/68 dated lst October, 1971.] 

Fwtber reply of (".0" ....... 

"The matter raised in this recommendation is now covered by the new 
term of reference (j) of the Pipeline lnijuiry Commission vide notification 
No. 28(1l)/70-0R dated the 25th October, 1971 (reproduced below):-

Term of Reference 
" (j ) to investipte the circumstances whiCh led to tho continuallee 

elSbri Nitoor ,Srcen1vasa Rau after his retirement aseeatrat 



Vigilance Co~oner to enq~ire into ilhe layinc of a ICCtioD 
of the Haldia-Barauni pipeline oYer the COlI ~in&., ar ...... 

[MiliiSti'y of P'et'roltwri and Chemicals a.M, No. 15:(i147)ft7OiOR 
dated 29th November, 1971.] 

Rec:o-unendlltiOD (Sl. No. 19) 

"Another IIIJ'Ibt ..mch his areat1~ V\tomed tile Committee is the halting 
a.qd. SOdlewhat OGIIU'adictory DWlner in which GOv~t IOC have 
approached the ;rebe into ftle aftairs of the pipelines in spite of the fact 
that the matter has been aaitatod on the floot of· the H~ tbroagl .. 
~ includiog a Short Notice Q~stion on 1st April. 1970. It is on 
reCOrd that 'the then Doputy Prime Minister and Finance Minister had given 
orders as early as May, lK? thaf a tloreugt¥ Ui\'e'Stigation should be held 
into the wasteful expenditure which would be, inclUI'od on the paojleot and 
Ithltt re~it~ilft'y sbould be 1lxed on the officials concerned at aIllevek in 
tlhe PipelIne fjlVisinn and in the Ministry. It is pertinent to reoaU how 
the appointme11t of the Central Vigilance Commissioner to hold !the inquiry, 
the terms of his reference and finally entrusting Shri Rau even after biB 
Ifetirem.ent as Chief Vigilance Commissioper with thte task of inquiry, was 
al~d Ito be han~ed by an officer whose conduct, while holding earlier, 
the apJ'oi~ent of Managing Director of Indian Refineries Ltd., was in 
question. It wo\il~ evidently have been more appropriate if the entire 
question of referring the issues taded ~ the then Deputy Prime Minister 
and Finance Minister for investigation had been entrusted by Government 
to the Cabinet Secretarillit and necessary action tak~n in the matter by the 
Cabinet Secretary in COD8Ultatton with the Mbfitter concerned and the 
Prime Minister's approval bad been taken to entrust ,the inquiry to d'le 
Cet1tra1 Vigilance Commissioner. If these elementary precautions had been 
taten, the Committ8e would 11m have been: compelled to record their fear 
that the whole inveltiptlon &me so &r Jras got vitiated in the circwnstancea 
andl the objeeti~ untfetlylng It lh\s been defeated." (Paragral"h No .. 9 .13.) 

(;overmaeat's Reply 

Noted. 

[Mmistty of Petroleum & O1emicals & Mines and Metals (Doptt. om 
Petroleum) O.M. No. 15(17)/70-0R dated 1st November, 1970.J 

F'IdIItr ~ DIIecf fGr by the CommI'ttee 
Government may indicate the remedial measures taken to cns~ that 

in future sitnilar cases do not occur. 

[LSS O.M. No. 16-PU/68 dated 1st October, 1971.1 
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Further Reply by Government 
. . Ji' • ',I 

'. The ~atter rais~d in this recolIUJlendation is now coveted by the DeW 
,,:rm of- reference G) reproduced below of the pipeliDe _ Inquiry ~ 
SIOIl vi~enotification No. 28(11) /70-0Rdated 25-10-1971. 

Term of Reference 

"(j) to investigate -the circurristances 'wflich' 'jed to 'the continuance 
of Shri Nitoor Sreenivasa Rau after his retirement as central 
Vigilance Commissioner to, enquire into- th~,laying of a Section 

; of Maldia' Barauni pipeline over the coal .bearing areas." 

[Ministry ofPetrolcum and Chemicals O.M. No. 15(17)/70-0R dated, 
29th November, 1971.] 

CODUDeats of dte Committee 

The Coml8lUee _ would like to await the findings of the Commission 
of Inquiry GIl daese Issues. The Committee, however, reiterate its earlier 
eoneluslon daM the 'l'eport submitted by Shri Rau in his penonal capacity 
is not worth considering whatever might have been the circUlDlstances 
"whkh led to the continuance of Shd N. S. Ran after hill retirement II!il 
Central Vigilance Commissioner to enquire into the laying of Section of 
the Haldia-Barauni PipeUae over the Coal Bearing Areas." about which 
the Commission of Inquiry Is required to invesdgate Into. 

Q. CONCLUSION 

(Para 9.24 and 9.25) 

R~mmendation (SL No. 37) 

The final and concluding recommendation No. 37 reads as follows:

"The Committee are distressed to find, after a careful ~xamination of 
all the papers and othe~ evidence onJ:ecord that, there have been serious 
lapsc;s. ood dereliction of duty by the then officers of IRL and tho"! Ministry 
in the discharge of their responsibilities in executing the pipelines Project. 
The Committee have pointed out several instances where the Manaeing 
Director exceeded the authority available to him; they have noted with 
regret that the Board of Management nnd the Ministry were not vigi
lant enough to check finnly and in time his excessive lise of authority by him 
(Patagrah 9.24). 

"The Committee also feel compelled to record their feeling that ins
tead of holding the officers responsible for their lapses. there appears to 
have been persistent effort to slur ()Vcr their cere1iction of duty and not 
to fiit the responsibility thou!!h copious fact!; to substantiate such lapses 
have come on record. The Committee would therefore liIce Government 
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"to tak~Uwn.te stepsro"brkig to book the gUilty officers on the basis 
ofevj4on~ ~t is already available.· . The last. that·cOuld be dotle is to 
proceed d~artm~tally, without deiay against the' officers concerned un~ 
·der the rdevant Government Servants Cond\fct 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 d~f~I~~tio~ a,f, dJl!y",!tl~.< iqp~~. and go unpunished." 

.(Paragraph No. 9.25) . 

•• 1 Gbvemment's Reply 

.As the Committee has recommended further probe on major issu~s, a 
"Commission of Inquiry. under the Commission of Inquiry Act, 1952, 
has beca constituted, and has aho been asked to r~port on negligence, 

,carelessness or f1f(llo-fide motive on the part of any of the offiCers 'of 
Government, IRL/IOC or their staff in the dischai'ge of their duties, 
.vide (j) and (k) of the terms of the reference reproduced below:- . 

(j) to investigate the circumstances which led to the continuanc.! 
of Shri Nitoor Sreenivasa' Rau . alter his retirement as Central 

Vigilance Commissioner to enquire into the laying of a sec
tion of the Haldia-Barauni pipeline over the coal-maring 
at~as. 

(k) to advise on whether there has been any negligence or care
lessness or mala flkIe motive on the part of any of the offi-
cers of Government/IRL/IOC and their staff in the discharge 
of their duties on any of the foregoing Or: other rdated issues, 
which, in the opinion of the Commission" are relevant. 

The matter of a prima-facie case against the then Managing Direc-' 
·tor and other senior officers has also been referred to the Commission 
forprgent advice. 

I [Ministry of Petroleum and Chemicals and Mines and Minerals (Dept!. of 

Petroleum) O.M. 5.14(t7)/70-OR. dated 1-11-1970]. 

Pu~ .......... called for 'Y die C.,. .... 

A copy of the advice given by the Commission and 'action taken by 
. Government in pursuance thereof. may be' furnished for the . information 
,of the Committee. 
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The Government should fumi&h, for inicmJuItiOb· of 1M €oau:Ilittec,. 
DVe copies of the Report of the CommitaioG· of· .lDIJ.UirY whIa ~ 
topther with Govcmment', doQisions thereoD. (US ().;MI. No; 16:-PtJl 
68 dated lst Oc:tober, 1971). 

When the matter of prima facie cases asainst Sbri P. R. Nayak, the 
then Managing Director. lRL. was refeued to Justice Takru, ChairmaDr 
PipcliI1es Inquiry Commission, for advice, he was also requested to let 
the Government have the nam~s of any other ofl:icors who scemillvolYed, 
ill any of the charges which Shri Takru migkt assess as prima '/tICie""" 
lished Sbri Justice Takru was, Of the viC)w that since Db opportUnity 
was afforded to other officers to have their say in the mattor~ it WOUIA 
not be fair and proper to nominate them Or to mention the chIIp. or 
cll"arges prima facie found established against them at this stage and also 
added that the question whether they are actually involved in those 
charges is a matter which· ]legitimately falls within the &COpe of the terms 
of reference of the CommiM;OD. This vie91 expressed by Justice Tabu 
that this matter should be dealt with' under tne rWUn' R-epbrt of the Com
mission was accepted. Roport of Shri Justice 'takru against Shei P. R. 
Nayak is enclosed. 

The Commission of Inquiry on Pipeline· could not fiDish its assign
ment within the period 'ending 31 st August, 1971 and sought extension rA
its tenure for a further period of six months. AOCORiingly, after carcf1ll 
consideration of the Commission's request. its tOfturc has been further 
extended upto 29th Febru'B,ry. 1972. The tenure has been further extalo. 
ed by Government upto 31st August, 1973. 

[Ministry of Petroleum and Chemicals O.M. No. 15(17) !700f( 
dated 3rd November 1971]. 

FurtIIer Information Called fOIo by die Committee 

Results of pep!lrt~e~~4U enquiry, oonducte4. ,and;.de~· .:tiOn, taken, 
if any, on the basis ot Report of Shri J. N. Talcru, Chairman, Pipelines 
Inquiry CoaunissioD in· the matter of the' preliminary' enqdiry apinst Sbrl 

P. R. Nayalc may· please be intimated. 

[LSS O.M. No. 16-PU/68 dated 26th May, 1972]. 
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~ 
A Ibrief note on departJneQ.tal woceepi~ against Shri P . .R.. Nayak 

I.e.s. (Retd.), received, from the., Depjlrtmcnt of PersOIUlel is ~ncl0 d: 
(Appendix. XI). 

[Ministl)l of Petroleum and Chemicals 0 M. No. lS(17)/70-<1>R' (¥ot 
ll) dated 28th June, 1972J. 

Later, the Delhi High Court in their judgment dated 17tli January, 
1973 on Civil writ No. 464/72 filed by Shri P. R. Nayak mrecred the. 
deletion of term (i) of Pte terms of reference (i. f!. new term 1). 

Comments of the Committee 

In this recommendadon, the Committee were compelled to ~retord their: 
feeling tha instead of holcting the officers responsible fo:r their lapses, 
there appe8l'S to have been a persistant eiftlrt to slur 0 er their. .8ereJio.. 
don of duty and not to fix the responsiblHty though copious tacts to subs. 
tantiate ucb lapse have come- on record.' The Committee bad aIsoi de
sired that Government should take immediate steps to bring to boo~ the 
gpilty officeJ's OD the basi of evidence that was already available. 'I1le 
Com.rnltee felt that 'Govcrnmellt, in the larger interests of the public: s~ 
tor should Dot allow a feeling to go lVund tbat oftic~ could cODlnait !Judi 
grave lapses and Indulge in dere~1l of duty with impunity and go UQ.. 

panisJaed..'t ' ;"1 • I 1 "r • :1'!'~I"~ :,-r I 

From the records made available to the Committee they fincl t.laat tile' 
Ministry had requested Justice Takru to find out if prima facie case exist
ed and in case it cUd, to b'ame cbarges apillst Mr. P. R. Nay ,Manag
ing Director, I.R.L. .Justice TaJan submitted his findings to Govemmeat 
in January, 1971 and ,Sllri Nayak was placed WIder suspension "0 231'4 
~h. 1971 on the ground. that "~ ~ apW biur 
were cODtemplat~." Sbri B. R. Taaoon, Special Conunlssloner for De
Partmeptal Enqui,r,iC$ ill ~ Central V~ Commission, was appoint
ed Inquiry Officer on 17tb August, 1971. to ~quire i"l)tothe charges 
against Shri Nayak. 1be Inquiry. Qffi,cer submitted the Report on 30t& 
November, 1971. 

Meanwhile Sbli ayak weut to the Supr e Co.rt who In their jodg
ment dated 7th December, 1971 quashed the order of hi~ suspension. 1be 
effect of quashing by the ~preme Court of the ,order of suspensiOn was that 
"~hrj ayak was declJ}ti to batve retired". :rhe disclp~, proceedinWJ 
~~. t Shti P. R. N~aJ[ have. therefore, ~a In the, msblnces . 

. tbe G9ycrnment do not "h~w to pr~ a m 
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Committee would Uke 10 ,....toa_ dlatlle nUillIIIIlIer'. wbkh Government 
have proceeded with this case giftS an impression that Government did not; 
~ the sense of urgency wbkb was pronouncedly .... ked in. their 66th 
.~eport. More fhan 21 yean have elapsed since the Committee presented . 
;tbe!r Report and the Committee cannot but express their apprehension 
. tbat ~ of tlds mordiaa,e delay ..tlae otlic:lals who were iovohred in 
the 8~UI irreplaritieto IPld lapses pointed out by the Committee in their 
66th Report on I.O.C. (Pipelines Division) may go scot-free. The Com
mitt~ would, theftliore, stroaaly recommend tbat Govemment should 
",ani lllaiDst any further delay, 

'Ole Committee find that in an applic:ation filed before the ITBkru 
• Commission on 30th Mardi. 1972 on behalf of the Ministry of Petroleum 
." Cbemicals, it was stated:-

"P..-a 18: The PUC merely recorded a feeling that a section of. 
officers sllHred over the iDe" actions of the guilty officers 
who were involved into the two contracts. The word 'feel
ing' is sipificant. PUC bas not formed an opinion." 

The Committee take strong exception to tbis deliberate misrepresen-
. tatlon of tbelT recommendations. What the Committee expressed was not 
"mere" a feeling but a conviction bom out of ilacts narrarated in the re
port. The Committee note dlat the following extnd from an. afti~avit 
dated lst July, 1972 filed by Shri S. S. Khera, lCS (Retd.) bet10re the 
Commission was read out by an M.P. in Lok Sabha on the 13th Decem
ber, 1912:-

"I received a letter from Sbti Nayak dated 27tb February, 1971 as 
'~lIowsf.""'" 

. '.~I am grateful to you fOl' your ready response to my request today, 
Certain persons bact joinf~d t01lether to induce Ihe Parlia
vaentary Committee on PublIc Unftrtaklngs to write a Repelf 

'in April, ~970 questioning the decisions and bona fides of 
Govemment •.......... etc." 

-[L.S. Deb ... Coh. 211 and 211, dIIted 13-12-1972] 

The Coaunltteeneed hardly point out daat the recommendations made 
. ~ them intlleir 66th Report on JOe (Pipelines Division) were based on 
tile evldenee .... hy the .. of tJae representatives oJ Indian 011 COI'pOI'II
tq and tile MbIIItry of Petroleum 8IId Chemicals .... Mines and Metals. 
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Department of Petroleum and the further material relatioc to tbe JOe 
supplied to them from time to time. The Committee, therefore, take 5froDg 
'exception 10 the allegation tbot the Parliamentary Committee on Public 
Undertakings were induced to write a report in April. 1970 questioning 
lie decisions and bona· fides olf Government. 

The Committee note that tbese statements bad figured in tbe Lok 
Sabba on 18th April, 1972 and on 13th December, 1972 and the Speakei' 
was pleased to 'refer these questions to lie Privileges Committee. 

The Committee expect the Government to defend and pursue their 
recommendations contained in their 66th Report of tbe 4th Lok Sabha' 
(1969-70), on Indian Oil Corporation (Pipelines Division) in letter and 
spirit before the Commission of Enquiry witb tbe same sense of UI'JCIlCJ' 
that was markedly evident from the above Report and for this purpose" 
the Government shOuld consider the desirability of being represented forth-· 
with by the Attorney General of India before tbe Tatro Commission so' 
that true perspective of the recommendations are clearly brought before 
the C~sion and the complete facts of the cases dealt wltb in tbe re-
port maybe established enabling the Government to ensure that none of 
the guilty officials goes unpunished. 

NEW DELHI; 

April 10. 1973. 

Chaitra 20, 1895 (Saka). 
SUBHADRA JOSHI, 

Chairman, 
Committee on Public Undertakingl. 



APPENDIX I 

(To be published in tbe Gazette of India. Part I, Section I) 

GoVERNMENT OF INDIA 

MINISTRY OF PETROLEUM AND CHEMK'ALS 

AND MINEs AND METALS 

(DEPTT. OF PETROLEUM) 

New Delhi. the 22nd .4ugusr. 1970. 

RESOLUTION 

No. 28(I1)/7O-OR.-Tbe Government of India have decided to set up 
a ORe-man Commission under the Commission of Iaqwry Act, 1952, head
ed by Sh.ri (Justioe J. N. Tabu), Retired Judge of AUababad High Court. 

2. The tenns of reference of the Commission wiII be as follows:-

(a) (i) to determine whether any payment to Bechtcls (as Design 
Engineers and overall Supervisors in Gauhati-Siliguri Pipe-

line and as Design Monitors and P:'oj.~t Managers in Haldia
Barauni-Kanpur pipeline) was made in excess of the amount 
sanctionod by Government and if so, was such payment 
justified? 

eU) was the induction of Bechtels into the aforesaid projects mala
fide. and were they shown any undue favour by officials of 
the IRL/Government . 

. (b) to determine whether there hav.'! been omissions in regard to 
scrutinising, editing, compiling and maintaining contractual 
documents relating to the investigations, designs, construction 
and supervision of the l;Ialdia-Barauni-Kanpur pipeline and 
whether the negotiations leading to the contracts were carried 
out diligently and whether adequate records of the negotiations 
were kept. 

(c) whether the then Managing Director, IRL, acted on his own 
bypassing the Board of Directors in his dealings with Snam 

and Bechtels in vital matters concerning the capacity of the 
Haldia-Barauni-Kanpur Pipeline, and whether the amendment 
of the conttact adversely affected the capacity of the pipeline, 
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and whether JlCg!iaence or wapwper lllQ(.i" is su.tantiated 
against the MD, lRL, for not brinpag .t~"e to otbe notice of the 

Board/Government in particular. whether the Gene~al Maua
ser and MD were perfunctory and casual in dealing with an 
important ,conuJ]uDication of the 26th Septemb.:r, 1963 from 
Bechtels to IRL mentioning the design capacity of Haldia
Barauni Pipeline as 1.9 mNlion per. year . 

. (d) to investigate the circumstances in which the sanction for the 
total proj.cct cost of HBK pipeline was not issued by Govern
ment and whether ther.e was any loss to the public interest as 
a result. 

.(e) in view of the objections raised by West Beogal Governmellt 
aod Indian Mining experts over the laying of the P.ipeline fiJr 

coal bearing aC'e'a, to advise whether there was any careless
ness and negligence in discharge of responsibilities by Gov
ernmentlIRLllOC officrals; 

(0 to determine the circumstances in which th.: IRL/IOC spent 
money in excess of the sanctioned estimates in the case of the 
GSPL Project; 

(g) to investigate the circumstance under which IRL/Government 
awarded the construction contracts for Gauhati-Siliguri and 
Haldia-Barauni-Kanpur Pipelines to Snam-Saipem on nego
tiated basis without calling for glohal tenders; 

*(b) whether the Snam-Saipem was shown any undu.:! favour by 
officials of Indian Rdineries Limited or Indian Oil Corpora
tion or the Government, in connection with the award of the 
aforesaid contracts and in connection with the execution of 
the Gauhati-Siliguri. and Haldia Barauni-Kaupur pipeline pro
jects under the aforesaid contracts. 

• (i) to investigate the circumstances that caused considerable delay 
in the completion of Haldia-Barauni-Kanpur Pip~ine project; 

*(j) to investigate the circumstances which led to the cootinuaru::e 
of Shri Nittoor Sreenivasa 'Rau after his retirement 88 

Central Vigilance Commissioner to enquire into the laying of 
a section of the Haldia-Barauni pipeline over the coal-bearing 
areas. 

*Inserted vide Notification dated 25th October, 1971. 



(It) to advise on whether there has be.en any negligence or car~ 
lessness or mala fide motive on the part of any of the officen. 
of GovemmentlIRLlIOC· and their staff in the discharge of· 
their dutied on any of the focegoing or other related issues.. 
which, in the opinion of the Commission, are relevant; 

(1) arising out of (k); to recommend further action, 
must be taken against particular officials whose 
assessed as meriting this; and 

if any, that 
conduct is· 

(m) generally, to report on any other matter that is relevant, in 
the opinion of the Commission. 

3. The Commission will devise its own procedures. It may call for such 
information and take such evidence as it may consider necessary. The 
Ministry/Departments of Government of India will furnish such informatioa 
and render such assistance 'as may be required by the Commission. The 
Government of India trust that the Government of West Bengal and all 
other concerned will extent their fullest co-operation and assistance to the 
commission. 

4. The Commission will submit its report within a period of *six. 
months. 

5. The Headquarters of 'the Commission will be at New Delhi. 

ORDER 

Ordered that the Resolution be published in the Gazette of India, . 
Part Y, Section I. 

Ordered also that a copy of the Resolution be communicated to all 
Ministries/Departments of Government of India, Government of WeSt 
Bengal and all others concerned. 

Sd./- P. N. MANGAT RAI, 

Social Secretary to the Government of India. 
,. ----_._-_.- -_._----_._---------------

*The term of the Commission has been extended by Government to> 
31st August, 1973. 
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APPENDIX 11 
No. 2(7S)/68/BPE(G~ 

GOVERNMENT OF INDiA 

MINISTRY OF FINANCE 

BUREAU OF PuBLIC ENTEitPRISE~ 
New Jjelhi; the 23,.,d April, 1968 

OFFICE MEMORANDUM 

SUBJECT: Procedure for scrutiny of project prop'Q,rais. 

In the context . of the imperative need for propet preparation and 
adequate scrutiny of the proposals for projects, certain procedwres have 
al~eady been laid down in 'letter No. 1942/DPMI67. dated the 3rd AugUlt. 
1967 from the Deputy Prime Minister and letter No. 3213-S(IPF) /67. 
dated the 5th August, 1967 from the Secretary Expe'llditure. For facility 
of reference those procedures which envisages the following three distinct 
stages prior to the according of final sanction for all new projects or 
expansion schemes are summarised below:-

(i) Formulation of project:-Projects are generally formulated by the 
administrative Ministries when the Five Years Plan is being drawn up, but 
in some cases new projects take shape also during the plan period. This 
stage should normally begin as so the sectoral programmes in the Plan are 
settled and should generally conclude with the commissioning of one of 
more feasibility studies. Besides the administrative Ministry (which 
should take the initiative) the Planning Commission and the Finance 
Ministry are also vitally concerned with initial stage of project formulation, 
when the need for additional investment in the public sector has to be 
established and the scope for such investment is determined in broad terms. 
The Department of Expenditure and Economic Affairs in the Finance 
Ministry both being concerned with project formulation, a joint unit, 
functioning for this purpose in the Finan~ Ministry, with one joint 
Secretary in the Department of Economic Affairs and Director (Capital 
Budget) in the Department of Expenditure, is associated in all discussions, 
preliminary studies etc., undertaken by the Ministries at the planning stage 
of new projects. When it is decided that feasibility study is to be com
missioned, the approval of the Financial Adviser is sought for the expendi
ture involved. 
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(ii) PlWparation of Feasibility Study:-Since the studies about the 
economic, commercial and financial aspects of projects are essential pre
requisites for sound investment decision, the absolute need for the prepa
ration of feasibility litudies as thoroughly as possible on the lines indicated 
in the Planning Commissioll's MeDlDl'andum "Feasibility studies for Public 
Sector Projects" has been emphasised. Such feasibility study will normally 
~ the basis on which an investment- decision can be taken by Government. 
The feasibility study win. be rekrfed by the administrative Ministry 
(eoC!losing at least fOllr, copies) to the Financial A,4vise:. who will be the 
focal point for all rderence froq>. this stage; and who will be responsIble 
for arranging such consultations, as may be necessary, with other parts 
of Finance Ministry including Department of Economic Affairs and 
Bureau of Public Enterprises. 

H particular sources of external credit have. to be explored for financing 
the project in question, the Department for Economic Affairs,. in the appro
private Division, is to be consulted- by the administrative Ministry, keeping 
the Finan<:iall Adviser· informed, when a: feasibility study bas. heen 'aCcepted, 
and investment approved . in principle, clearance could be giw..o for prcili-
minary expenditure pending the preparation of the detailed engineering 
design8 and cost estimates. 

(iii) J-!reparation of a Detailed Project Report:-Where the feasibility 
study gives sutllcient. information as indicated in the Planning. Commission's 
Memorandum, there may be no need. for a separate DPR. Otherwise after 
the acceptance of feasibility study and ~pprovul of the. investment, in prin
ciple,the DPR is to be cQmmissioned or detailed engineerm,g done the cost 
estimates prepared separately, depending upon the circumstances of the 
case. ~ sole point of sccutiny of DPR or det'ailed cost estimates will 
again be the Financial Adviser, who may, however, consult the Bureau or . . . 

any other agcmcy. 

2. After the above three stages, formal expenditure sanction to the 
project a:, a whole will be given on the d~tailed cost estimates. Once such 
sanction has bc;\oo given, tIle proj~ct authorities can incur expenditure 'accord
iQg tQ the approve(l estimates and the capital budget for the year, without 
further rofereoCe to Government. 

3. As a supplement to the instructioOi. of August, 1967, the following 
procedures are. also laid down, with a view to f~er strsamlinmg the 
~~e· for the formulatioD andsctutiny of projc:ct reports/feasibility 
stwiies::-

(a) At the project formu1ation stage, the investment. decision, in 
principle, should be taken in case of each project at a meeting 
convened by the Sec~ of the Administrative Ministry. 
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Besides;· the Secretaries of the Minisn-ies of' Finance and thc 
Industrial Dev~opment, ~cret~. Planf\in.& C.omUussion should 
al!lo be a~soci!lted. The Administtative'Ministry should in 
each case J'Tef'Rrc and circulate j~ advanCe a ~ummary of the 
I>ropQ~aJ. 

(b) This meeting should alSo ta~ a 4eci~\011 00 whether foreign 
collaboration or consul,tancy is required and the IllRchinery for 
preparing fhefeasib11ity !;tudy. 

(c) In finalising forei~ c;ollalloration tfrtns, if this is ~S S9~. 
the present proced}lre for consideration of su~,~. 
above !;pecified limit. hy the Negotiating Committee shoul~ 
contj~uc. . 

(d) Where the Project Repon (or feasibility study) is not to be 
prepared by the foreign/Indian Consuhants, the administrative 
Ministry should set tip a team for preparing it. 

(e) In, e:ase of all major pr9j~ts/expansions. the feasibility study 
should give to the lullest ~'xtent p~sible the details required 
in the Planning Commission's Manual mid specially cover the 
main points ·indicated,in. the Anru:xurc. 

(0 The Bureau of Public Enterprises assists iu the scruUnY of feasi
bilitr/lroject ~P.91'ts. blH in, ~~. PfcSCfnt ,_ of,its orgallisa
tip,\l, it is hflTdly in a po!;ition to assoc,iate, its.elf with the pre
paration of such reports. However, the Bureau can assist in 
the drawing up of.' DPR/feasibility 4Itudies in so far as they 
relate to construction nOd financial (as distiDct from teChnical) 
aspects. It will also be relevant to point out that there arc 
a number of consultancy organisations existing in the country, 
both in the public and the private sectors. As regards the 
information about c;ci!;ting capacities, both in the public and 
the private. sectors reliance should he placed on the Directorate 
General of Technical Development. 

(g) On receipt of feasibility study, the administratitve study 
Ministry should send sufficient copies to the Fmance Mini!itry, 
Planning Commission and other Ministries concerned together 
with a swnmary of the information required for financial 
examiruttion. Once the respective views have. been formulated 
the Secretary of the administrative Ministry concerned, may, if 
necessary, call an ad hoc meeting of the Secretaries of the 
Ministries concerned (including the Finance Ministry) to record 
diflere'l1ces. 
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(h) U fundamen'lal differences still exist the uirresolved issues 
. should be, presented if necessary, to the Cabinet or appropriate 

sub-committee of the Cabinet. Reference of such issues to 
andther Committee of Seerctaries is not necessary. 

t i) With the enforcement of the system of scrutiny of investment 
pr?~Sllli at the three stages of formulation, fe~sibility. study, 
arid DPRjDetailed engineering costs, the Expenditu~ Finance 
Committee procedure wouid no longer be neeessary. 

4. The above procedure will apply to all fresh projects, including the 
Public Enterprises of the Ministry of Defence (other than Ordnance 
Factories and Units catering only for the Defence Forces) and expansions. 
In the case of projects or expansion schemes, which are already being 
processed, this procedure need not be applied, unless the administrative 
Ministries themselves so desire. 

To 

&1/-
P. K. BASU, 23-4-68. 

Director, Bureau of Public Enterprises. 

All Ministries/Departments of Government of India. 

Copy to: 
(i) Secretaries to Government of India (by nnme). 

(ii) Adviser (P) / Adviser (C) / Advsier (F) JDS (I&R), in the 
Bureau of Public Enterprises. 

(iii) F.A.s in the Deptt. of Expendit1.1re. 



ANNEXURE 

Main points to be covered In a Feasibility Report 

r. Demand Study 

Requirements as estimated for the S year plan period, present Imd 
anticipated production, present impOrts exports potential, Price elasticity, 
Pattern and location of demand, time phasing of demand. 

2. Technical Features 

Process selection, Plant size, Raw Material requirements, Pmduct-mix. 

3. Location 

In relation to raw materials, in relation to market, Transport, Water 
Supply, Power etc., facilities available. Alternative locations, study and com
parative advantages. Detailed site Studies undertaken. 

4. Project Estimates (Capital Cost) 
Construction cost (as at pagel 12 of the Manual), Foreign exchange 

component of capital cost, giving details of inescapable imports of !'lant 
and equipment. 

5. 'Project Estimates (Operation and Production Costs) 

Working capital (as at page 117 of the Manual), Direct costs of pro
duction, overhead or indirect costs, depreciation and residual value. 

6.' Profitability and Cash Flow Analysis 

Pages 128 to 130 of the Manual, Application of investment criteria 

7. Cost-Benefit analysis , . .'.,' 

'77 . 



ANt£NDlXm 

No. 3(6)/66n~BPE(IC) 

GOVERNMENT OF INDIA 

MIN!STRY ,OF FINANCE 

BUREAU OFPUBUC ENTE,RPRISES 

Ne'l1'TJH/ll. the 24th luiy,J971 

OFFICE 'MEMOR A NtjlJM 

SUB.JECT:-MuilUelklllCellj t"tHIlentportlnevKs rec:ord of MgOtiittio"" Irud~ 
inlr to concllLv;on.f of uweeml'lIt,\·,lc'olllrOC'l.\· . 

. The ,C-uuuWttec OD, Publk' Uuderta~s in R~mmeodlHions ·No. 11 
Q{: dleir 66J,h .;Report un IDdia Oll C{)£ponltit)JI,fPjpe~ Divi..,) httve 
observed as follows:-

"The Conuuitt~ 'talc a,8CI:ious view tB6ttianportaot ftlCGrds of "00, 
particularly papers, indicating the stages of processing of thr 
eob'li1iCt d'betfme'nts at the various le.vels of J1u'tbill'g'e~ Ve not 
a~ doC! are ~JltCd to be millS!ng. The 'lOs,.; cit' -snth 
vital documents cannot hctrcfttcd wi'h cOQlplacax:y. What 
amazes the Committee most is that no record was kept 01 those 

'Mtmicms at \ttl'rious stll~ ~bich Jed to the ftnadisbti6n6t the 
contractual m.lttcrs. "·Tbe Committee cannot resist the 
impression that the negotiations were not carried out with 
intelligence or care otherwise how else. can the defective nature 
of the agreements with foreign companies be explained. 
• "The Committee would like the Government to take very 
serious notice of this lapse on the part of those who are entrust
ed with the negotiations and take suitable action against them. 

Tht Committee would also like Government to issue standing instruc
tions in consultation with the Ministry of Finance and the 
Comptroller and Auditor General of India, the manner in which 
coatemporaneous records of such negotiations should be kept 
for future refereDce." 

, '1' ~ .18 
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The necessIty of proper maintenance and presexvation of contempora
neous records needs no emphasis. Public Enterprises should cause to have 
a faithful and true record of alItJ;scussi9ns, and mmutes of meetings, 
negotiations, etc., which ultimately lead to the finalisation of contracts, 
agreem«nts and such other important documents. 1'hcse. should by. pr?~rly 
attested and maintained preferably i'll the same manner in which the miriutes 
of the Boaril rileeting'J are recorck!d 'lind 'maintained undertbcc COmpanies 
Act. 

These re.cords are also required to be maintaIned fdr adequate period 
for any future reference. Tn this conttection the' il1sftuetions listed in 
Annexure I may inter alia be adopted by the public enterpri$es. 

Ministry of Indust'l'ial Development, Petroleum and Chemicals etc. arc 
requested to bring the contentli of this O.M. to the' n<rtic~ of aU tnidcrtak
ings under 'their con.trolfor their guidance al1d ·etJttPllflnc~. 

To 

Sci/-
Y.·P. PASSI, 

Director. 

All Ministries/Departments of the Government of Ihdia. 
Copy to:- . 

. 1. The Comptroller and· Auditor GenMa] of India. 

2. Adviser (Constnlctio~) / Adviser (Finance) /Production Division I 
Director (t&R)/D.S.(Coord.), BUTeau of Public Enterprises. 

3. An Heads of Divisions in the Department of E~penditure. 

'4. A.ll Chief Executives of Public Enterprises. 



ANNEXURE 1 

The following shall on no account be destroyed: 

(i) records connected with expenditure whicb is within tho period 
of limitation fixed by law. 

(li) records connected with expenditure on projects schemes or 
works not completed although beyond the period of litnltation 
fixed by law. 

(iii) orders and sanctions of a permanent character until revised. 

(iv) files containing papers which are important or likely to become 
important in future, however, indirectly as sources of informa
tion on any aspect of history whether political. social, economic 
etc. or which are or may in future, prove to be of biographical 
or antiquarian interests. 

2. The ,following shall be preserved for not less than the period specified 
against them: 

(i) files. plpen Ind documents - (a) s yeln after the Contract/agreement Is-fulfilled Gr 
leldinl Ind relating to con- terminated. or 
tracts.and agreements etc. 

(b) in cases where ludit objections hive been rlised, the 
relevant files and documents shill not in any circums
tances, be Illowed to be destroyed till such time 
IS the objections hive been cleared to the sitisfaction 
of the .Iudit authorities or have been reviewed by the 
Committee on Public Undertakings. or 

(c) in the clse of disputed contract till the dispute is 
settled either mutual or throu,h I Court ()f Law or 
arbitration whichever is later. 

3, In the matter of retaining the records, account books contract 
agreements and all other important documents, the instructions issued by 
the J)e.partmeont of Company Law Administration vide letter No. R /14 
(209)/6/PR-A, dated 11th July, 1961. (copy enclosed for ready reference) 
'lind sections 148, 149 of the Income Tax Act, 1961 should be kept in 
view I\nd complied with. 
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ANNEXURE /I 

No. 8/14(209)/61-PR. 

MINISTRY OF COMMERCE AND INDUSTRY 

DErTT. OF CoMPANY LAW ADMINISTRATION 

Re»erve BaokBl,JildinS, Parliament St~t, New DelhI. 

Dated the 11th July, 1961 

Shri F. N. Sanyal, 

Under Secretary to the Govt. of India. 

The Secretary, 

The Ali India Manufacturers' Organisation, 

4th Floor, Cooperative Insurance Building, 

Sir Pherozeshah Mehta Road, Fort, 

Bombay, 

SUBJECT:Preurvafion of boo.ks of account under section 209 /'J'f the Com-
panie.r Act, 1956. 

Sir. 

With reference to your letter No. PLB/2626 dated the 17th June, 1961 
I am directed to say that having regard to the fact that sub-section (i) of 
Se('t;on 209 of the Companies Act requires a company to keep books of 
account with respect to the matters in respect of which receipts and ex
penditure take place and that the books of account would hot be of much use 
without the vouchers,. records, papers etc. on the basis of which such books 
have been prepared, thi!> Deptt. is of the view that such vouchers, records, 
,apers etc. should also be preserved for eight years. 
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2. 1 am to add that this Department has carefully considered the 
possibility of hardships in certain cases, but regrets that as the lawstands at 
present it is necessary to preserve the vouchers as long as the books of 
account to which they are related are tequired to be kept. 

Yours faithfully, 

(Sd.)F. N. SANY AL, 

Under Secretary to the Government of India. 



Contraot 

046 (Barauni 
Refinery) 

7532/1 (Barauni 
B:itpanslon) 

7533/1 (Gujarat 
Expansion) 

API!BNDIl(, tV 

LIST OF CONTRACTS 

Reference and date on wpi~ Government Date on which 
santnon illsued contract signed 

Min. of Stcel~ M,ines and Fu~l . letter 16th ]\lne, I96r 
N"O. l n l C'3)/I6--0R"dt. 1';\tl1 1uHe, t9'7I. 

Min. of Pet. & Chemica1$ letter No. uth January, 1965 
I2(I5)/64-PR dt. nth January, 196$. 

Min. of ;R&C ' Her NO. n/9-6,4-dR dt. " {tlth Del::., 1964. 
15th December, 1964. 

Contract with Formal sanction for c)Cecution the . contract 1$-J-l9flS 
SNAM SAIPEM was communicated in the Govt.'st!etter No. 
for the construction 31/6!62-0NG dt. :tI-I-I963. 
of Gaubnti Siliguri 
Pipeline. 

ON C, Cc:!ntrac 
.r with '$NAM for 
drilling in Ganga 
Valley. 

. . 

'Lener No. ~'rI(1J62-0N~ dt. lo-X-63 from 
Govt. to IRL advising IRL to " go abead 
with the contractual amngements to be 

. made with SNAM". 

'Fbtth'lll liafl 't.10h' watl Ajssuc'tl.' 6n ' :Zl-121.1g6:i 17-12162 

. he' ai,;Atova 1 '( the Ministry' of !,ijllinee was 
accorcfed on 10-12-62 and the M lDlSt'ry had 
asked ONG C ()n 11-12-62 to take neces-
~ary action ). 

13 



APPENDIX V 

ENGINEERS INDIA LIMITED 

(A Govt. of India Undertaking) 

Allahabad Bank Bdg. (3rd Floor) 
17, Parliamont Street, New Delhi-I. 

The Ministry of Potroleum and Chemicals &: 
Mines & Metals (Deptt. of Petroleum) 

Government of India, 

Shastri Bhavan, Ncw Delhi. 

Attn. Shri Vi nod Kumar, Deputy Secretary. 

Dear Sir: 

May 31, 1971. 

REF: Shr; R. K. Sinha's D.O. Letter No. 15(43)/70-0R, dated 14-9-1970 
and letter of even number dated 20-10-1970 . 

. We have studied the 66th Report of the Committee on Public Under
takings, with specific reference to paras 3.99 and 3.100. The above paras 
call for examination of the following: 

(1) The agreement entered between Mis. Indian Oil Cor(lOration 
and Snam Progetti with regard. to the paym.~nt of compensation 
by Snam Progetti as part of their liability towards increasing 
the capacity of the pipeline to two million tons per year. 

(2) To ensure that the full damages have been r.xovcred from Sll'am 
Progetti for the proved deficiency in the capacity as compared 
to the Commissioned capacity. 

With regard to para (1) our comments are as follows:-

1. We have studied the hydraulic gradient DIS GB-0742 submitted 
by Snam. From this it is very evident that based on a low 
rate of 255.M3/hour, working for 8760 haUlS in a yeu (which 
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means round the clock throughout the year). you . can pump 
oJily 1.94 M. tonns ~r year. This is true for Kuwait crude 
of specific gravIty 0.37 and with a safety factor of 1.54. The 
total tonnage pumped in a year would be evea smaller when 
Aghajari crude is pumped. Therefore, there is a shortfall in 
the design capacity of 2xlO 6 tons per year. 

2. Snam, we believe, had agreed to design the pipeline based on 
a factor of safety of 1.76 and on a total of 8,000 hours of 
pumping to be done. 

3. To achieve the above conditions the revised hydraulic gr~d=t 
prepared by IOC haS been checked by us and we agree that it 
is possible to achieve 2 million tonnes/year on the basis of 
modifications/changes suggested by JOC, which are as follows: 

(a) Provision of now 550 H.P. Booster pump station Detween 
Barauni & Assansol. This will ensure a flow rate of 293 M3/ 
hour or 2 million tonnes/year of Aghajari Crude. 

(b) Modification/changes at; in addition to (a) 

(i) Haldia pumping station-in. .. tallation of suction be ster anc 
modifications for engines and pumps; 

(ii) Engine pump modifications for Booster No.2; and 

(iii) Only pump modifications at Asansol pump station. 

As regards para (2) our comments are as under: 

As far as the cost are concerned, Snam have agreed to pay in respect 
of the Haldia-Bar.:auni Pipelin.:: section. sum of (1 U.S. doIlers 1,75.200 
and (2) Rs. 14,62,000. The above cost refer to the changes and modifica~ 
lions in the design of the existing pipeline to be carried out for increasing 
the throughput to 2 million ton~es per year. 

We have examined the estimates and other costs involved in the above 
modifications and we believe that the cost recovered from M/s. Snam 
Progetti towards bringing the pipeline capacity to 2 million tons is reason
able. To confirm certain costs on the above installation, we have seen the 
quotations received by IOC in this regard. Additionally, We have noted 
that the escalation on material and equipments has been taken as 10 per 
cent on the prices prevailing in 1964. Based on the published average 
of 14 per cent between 1964 and 1968 has been noticed. However, the 
extra 4 per cent. Prices, we feel could be met with from the: excess money 
available on account of increase in customs duty assumed in the estimates 
(Customs duty of 27! per cent is normally levied on Government projects 
whereas the estimates of JOC show 50 per cent). 



~\""'.ta.e.;.eeftleGt;··it'may be . noticed tllalll19CC.·tlum two years 
-..e, ~ . .andJ):". tbcvtime the 'r~dations bCco~~ ~ reality, there 
., 1»furtherlmcnll6l& on account of e!lCalation in :respect of equipments, 
1M'teriaI: _Illbour'. 

We hope you ~ll ~ our' OOMJlIeIIta·<ultlfut 

Very truly yours 

(~) s. :&:4 .N .. ,: &i~ 1lUCS8\lT. 
For: Chair-mQn arui M~"g Dirt!ctor. 



AflPENDIX VI 

A cop, of the Advioe tendered by Shri A. A. Peer.Hno,. 

HAl...DIA .. BAltAUNI PROJScr PtPBLINB 

My opiDioois. sought 00. the advisability ·of an aqtj.oa. in doDlitJOlt (Gr 
breacb of coolf~t by SNAM PROGETTI of M,lan. The basja of· ~ 
.proposcdactiOl.l beUla' that tho desiao conceptionprep!ll'cd by tbcm. wa.a ~t 
ca.pable of carryiQg two milUqa tonnes of Qrude thruput from H~4i~ .~ 
Barauni. My opinion is alio sought whether B~htel of San Frlq1~8CO wbo 
were appointed as our agents to supervise and advise the Indian Refineriet 
Ltd. on the design and set up of tJae pipeline bave alao been aegliglOt in 
their . duty a, agents aDd whether they are liable in action for damaJeS. 

In or~r to understand the full leg~ positioQ, it is qec~ to undesr
stand the correct facts. 

In or about 1962 negotiations commenced with SNAM PROOE'M'I of 
Milan for the purpose of designing the Project pipeline between Baruani 
and Kanpur and Barauni and Haldia. The purpose of this pipeline was to 
carry the product from Barauni to Haldia and crude from Haldia to Barauni. 
The negotiations fructified in an agreement and a project design desoription 
wa's prepared and forwarded to us dated 26th February, 1964 under' tbe 
signature of SNAM. This is the basis of an offer by SNAM PROOETfI 
which was accepted by the IRL and this resulted in a bindiDg agreement. 
Under the aforesaid project design description, it was provided that 
HALDIA-BARAUNI pipeline, for which design was prepared would be 
capable of carrying 2 million tonnes of crude oil from Haldia to Barauni. 
This wm; the basis on which the IRL accepted the Project design descrip
tion and which was ultimately ~xecuted and construction carried out and 
pipeli'ne laid. It may be mentioned that in or about the same time the 
IRL ~poiDt~ Bechtel of San Francisco as their agents in all matteo 
pretaining to the design aqd the construction and the setting up of th" pq,e. 
line. I shall deal with the contract with Bechtel and the Various clauses 
which are relevaat for the purpose of this opinion little later on. 

I am given to understand that this pipeline on the basis of the project 
design description was taken in hand in 1964 and completed in or about 
early 1967. It may be mentioned that Bechtel differed in the PrOject 
design description from the. original conception prepared by SNAM 
PROGETrI. As a result of mutual discnssion, an agreed compromise 
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conception was prepared in 1963 and Bechtel, on behalf of IRL, agreed to 
the compromise conception which was fully agreed to as compromise con
ception by SNAM PROGElTI. No provision or reservation was made by 
Snam while accepting the compromise conception a'S worked out between 
SNAM PROGETTI. and Bechtel. It may be useful to bear in mind here 
that one of the clauses of the cont'l'a<..'t with Bechtel provides that Snam 
alane will be responsibl~ for the design and that no part of the responsibility 
for the design conception will be on Bechtel. In token of the acceptance 
Of the compromise, Bechtel approved the design of Snam by their endorse
ment dated 18th November, 1963 on drawing No. 114/0/B prepared by 
Snam which is dated 31st October, 1963. Bechtel however, have written 
to Snam and a copy of that letter has been sent to us in which they have 
stated that they are not responsible. for the design work. 

On completion of the pipeline, it was found that the pipeline was 
capable of carrying only 1.774800 million tonnes, of crude from Halida to 
Barauni every year and not 2 million tonnes as agreed to in the project 
design description. I am given to understand that SNAM PROGETTI 
have orally accepted that the pipeline is not capable of carrying two million 
tonnes of crude· By their letter dated 31st August, 1967, they have, 
admitted that even if the pipeline is worked for 8760 hours per year. the 
maximum throughput will only be 1.940 million tOJmes per year. The work~ 
ing of pipeline for 8760 hours every year is not a practical ,proposition and 
does not conform .to the practice and custom prevalent in other pipelines 
all over the world. From OU'l' ,practical experience which can be proved in 
any court of law, the pipeline is capable of 1.7748 million tonnes every 
year and in any event on the basis of admission of SNAM PROGEITI, 
that even if W<)rked to the maximum possible capacity of 8760 hours, it can 
carry only 1.94 million tonnes every year. Therefore, there is a shortfall 
in the. contractual quantity and actual quantity that can be pumped. 

It is, therefore, clear that the project design description on the basis of 
which the pipeline construction was carried out there is a shortfall in the 
contractual quantity. There is. therefore, a breach of contract and there
fore SNAM PROGETTI would be bound to make good this shortfall and 
on their failure to do so, they would be liable for action in damages. 

I must hC'l'e mention that the stand taken by SNAM PROGETIiI in their 
correspondence is that the two million tonncs capacity was to be "under 
emergency condition." They have taken up this stand in their c~)ffespon
dence but there is no mention of such a condition in the original project 
design description which is the ba'sis of the agreement, nor do we find this 
emerg~ncy condition in .the compromise conception prepared as a result of 
negotiations and discussion between SNAM PROGETI1 and Bechtel. I'll 
our letter dated 21st July, 1967 we have called upon SNAM PROGElTI 
to tell us where, this qualifying clause that only under emergency condition 
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two m.Hlion toIl'l1es should be pumped could be found. From the corres
poncience in the file, I am unable to find any letter in reply by SNAM 
wher~ the emergency condition conception has been made a part of the 
~,.' J.tion of the contr,ct between the parties I do not know whether there 
was any oral understanding between Snam and IRL or IOC as succl!ssor 
company that two million tonnes will be carried only in an emergency. 

In the absence of any such qualifying clause, it is very clear that the 
contract laid down a capacity of two million tonnes which has not been 
carried out and the pipeline as laid is incapable of carrying two million 
tonnes of crude. from Haldia to Barauni. EVfn assuming that the pipeline 
is worked for 8760 hours as urged Snam--l a~sumed that we can dis
'approve this proposition-it is clear that there would be shortfall of t)O,OOO 
tonnes in the carrying capacity of the pipeline. Therefore, in any event 
there is a short-fall for which 8nam would be liable for havi'ng failed in 
fulfilling their ~ntractu"l obligations completely. 

Under the contract Act, contracting party is under an obligation to 
carry out his obligation and as 811am P:'ogeUi have failed in setting up 8 

pipeline capable of carrying the contractual qu~'ntity of two million tonncs 
every year, 1 am of the opinion that the IOC would be justified in bringing 
on action for breach of contract and claim damages. The damage.. being 
the amount required in order to make the pipeline c,,'pable of carrying two 
million toones of crude from Haldia to Barauni. I am given to < nder:;tand 
that there is no formal contract entered into with Snam but the agrcc!mcnt 
is based on conception of the project design description dated 26th 
February, 1964 and our acceptance of that project design descript:on by a 
letter. Besides, the said project design description has been checked and 
approved under the signature of Bechtel who were the agenfs of IRL. 
Under the circumstances, there can be. no question that there was a binding 
contract between SNAM PROOETfI and the IRL. In any event, the sdid 
project design description hus been executed by laying the pipeline and the 
contract has been fully performed.. I am point out that in order to succeed 
in a court of law it may be necessary for the IOC being the successors to 
IRL, to prove that this pipeline as laid is not capable of carrying two million 
tannes of crude from Haldia to Barauni. We will have to strictly prove 
this aspect of the cr.se. An admission is made by SNAM PROGETTI hy 
their letter dated 13th August, 1967 that it can only carry 1.94 tonnes after 
working 8760 houts every year. The JOC can rely en this admission. 

It seems that there is also a deviation in the safety factor of the Barauni
Haldia pipeline in project design description dated 26th February, 1964. 
Th«e is no mention of safety factor but I am given to understand that in 
consequcDtdis,ussion and the concept put up by SNAM PROGEITI the 
safety factor provided W9'l 'J .26. But Bechtel's concept of safety factor was 
1.54. After negotiation and discl.Ssion between SNAM PROGEITI and 
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Bechtel in the final concept the safety factor provided was 1.76. 1 am given 
to understand that the pipeline as constructed, the safety factor in fact is 
1.54. The safety factor ~f 1.76 was provided by Soam in the agreed 
formula. This may alsO be the basis of a breach on the part of the Snam. 
What consequences the lessening of the safety factor would entail is for our 
technical experts to ascertain, but we could also base a claim· for a breach 
of Contra'ct under this head and claim damages on this ground also. 

J may sound a note of warning that the possible defence which can be 
visualised from '~he correspondence would be on the basis of emergency 
operation. The IOC must be able to repel such a defence. 

Though, I am of the opinion that we have a cause of action against 
SNAM PROGETII, I would certainly a'dvise the IOC to carry on negotia
tions from a position of strength and in view of the past relations with Snam 
and in view of the long delay and heavy costs that would entail in an action 
of this nature, I would certainly advise that some kind of compromise should 
a1so be borne in mind. I hope Snam may be compelled or pursuaded to 
undertake rectifying measures at thejr own costs or part of the costs to be 
paid by IOC, to put things right. 

As regards, Bechtel, I find that there is a contract dated lst Sept, 1963 
between IRL and Bechtel 11ntemational Corporation. 

This is a contract under which Bechtel were acting as a'gents of IRL in 
respect of Haldia-Barauni-Kanpur Project Pipeline. Though Section 212 
of the Contract Act provides that an agent is bound to conduct himself with 
such skill for which he is appointed an agent, I find under aause 2-B of 
the contract, a' provision to the effect that "engineering design, material 
fabrication, construction and start of the Haldia-Barauni-Kanpur Project." 
is the responsibility of SNAM PROGETTI or SAIPEM, and that Bechtel 
will have no responsibility e)OCept as expressly provided therein. Under the, 
circumstances, we cannot hold Bechtel responsible for any defect in the 
engi'l1eering design, whioh I am given to understand is the cause of the 
shortfall in crude throughput. 

Under the circumstances, I am of the opinion, that they will not be able 
to take any action against Bechtel as the defects seem to be in the design 
for which Bechtel are not re.sponsible. 

I may add that though Bechtel agreed to the design by Snam by their 
endorsement dated 18th November 1963, on drawing No. 1114/B dt. 
3ht October, 1963, clause B mentioned above, would exempt them from 
any responsibility. Besides, J find that Bechtel have written to Snam 
that they are not responsible for design work and a copy of this letter 
has been sent to us. 1 may add the absence of penalty clause will make 
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difference to our cause of action against SNAM-PROOETTI. As l 
matter of tact, the courts are inclined to frown upon penalty clause in a 
contract. 

I would like to advise IOC that they have a good cause of action 
against SNAM-PROGETTI. But IOC must not lcsort to court without 
exhausting all avenues of compromise which would bring about an amic
able settlement to the advantage of lOCo 

Sd/- A. A. PEER BHOY, 

Barrister-ai-Law. 



APPENDIX VII 

, 
Copy of Transfer Deed in respect of Koyali Ahmedabad Pipeline. 

This Indenture made this day the 31st March one thousand and nine 
hundred and seventy one between Oil and Natural Gas Commission a body 
corporate, constituted by the Oil and Natural Gas Commission Act (43 of 
1959) (Hereinafter refer 'as "the Commission" which term shall unless 
excluded by or repugnant to the context be deemed to include its succe!\
sors and assigns) of the Fl'RST PART, the President of India (herein
after referred to as the "Confirming Party" which term shall unless exclud
ed by or repugnant to the context be deemed to include his successors and 
assigns) of the Second Part and the Indian Oil Corporation Ltd. a comp~y 
incorporated under the Companies Act, 1956 (1 of 1956) (Hereinafter 
ref.!rred to as "The Co:poration",. which term sha.l unless excluded by or 
repugnant to the context be deemed to include its successors and assIgns) 
of the THIRD PART: 

WHEREAS the Commission is the absolute and sole beneficial owner 
and is well and sufficiently entitled to Products Pipeline known as Koyali
Ahmedabad Products Pipeline which the Commission has set up in the 
State of Gujarat (hereinafter referred to as the Undertaking) which term 
shall unless excluded by or repugnant to the context includes all rights, 
powers, authorities and privileges and all properties, movable and im-
movable, including all other interests and rights in Or airsing out of such 
properties as may belong to or in possession. of the Commission Pertaining 
to the said products pipeline till the close of business on 31-3-1970 and 
the obligations of liabilities on account of income tax arising out of the 
construction agreement with Mjs. SNAM S.P.A. for this pipeline but shall 
not include cash balances, reserves, revenue bahU'lce, investments, books 
of accounts and right of way and right of user in land and docu.ments re
lating thereto and also all debts and liabilities and obligations of whatever 
kind then existing, known and accounted for as such in connection with 
the laying of and other works pertaining to the Undertaking and final 
acceptance the:eof from the contractors including designing, preparation 
of project reports construction jobs including civil works pertaining to 
and belonging to the Undertaking. 
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WHEREAS ,the liability' on account of Income tax arising out of the 
Construction agreement with Mis. SNAM SPA for the undertaking shall 
be discharged by the Indian Oil Corporation Ltd., and the question, relat
ingto the discharge of any other liability of the pipeline which has nol 
been taken into account upto 31-3-1970 shall be referred to the Govern
ment of India who shall decide the same. 

AND WHEREAS the Undertaking has been exclusively financed by 
the CommL~sion and the value of the Undertaking at the closure of the 
business on 31-3-1970 has been indicated at Rs. 1,63,66,667.07 (Rs. One 
crore, sixty three, laichs, sixty six thousand, six hundred sixty-seven and 
paise seven only) which is subject to adjustment, if necessary on avail
ability of. the final figures as per audited accounts of the Commission. 

AND WHEREAS the Corporation is in occupation of the undertaking 
as lessee. to the Commi!'sion and has been operating it from 1-4-1966 
and has already settled the dues towards its lease charges to the extent 
of Rs. 117 lakhs and the balance to be settled by and between the Indign 
Oil Corporation Ltd. and the Oil and Natural Gas Commission on the 
availability of the final figures of leaSe charges. 

AND WHEREAS the Government of India has by the Koyali Ahmeda
bad Products Pipeline (Transier) Order. 1970 dated the 24th March, 
1970 (hereinafter referred to as the said order) made under Section 14(3) 
of the Oil and Natural Gas Commission Act, 1959 (43 of 1959) in consi
deration of and for reasons set out in the said order issued directions to 
the Connnission to tranlifl!r· the Undertakings to the Corporation effective 
(rom the lst of April, 1970. 

Now this indenture witne.seth that in pursuance of the aforesaid order 
of the Government of India· in o..')Ilsideration of the Corporation having 
raid to the President of India on 1 st April, 1970 a sum of Rs. 1,63.66, 
M7.01 beirig equal to the wriften down value of the undertaking as on 
~ 1 st March. 1970 which is subject to adjustmen~, if necessary, on 
availability of the final figures as per the audited accounts of the Com
mission and the President of India agreeing to adjust this amount towards 
repayment of loan instalments and interest payable by the Commission to 
the Central Oovemment during the financial year 1970-71. AND m con-
4lideratlon of the covenants hereinafter contained on the part of the Cor
roration, the Commission does hereby transfer to the Corporation abso
lutely with effect from the First Day 0{ April One Thousand Nine hundred 
s.~vet1ty all the beneficia:! interest!; and goodwill of the Commission in the 
1 Jndertaking including alI rights and obligations in connection therewith 
~t excluding alI rights and obligations in connection therewith but exclud
i"g the rights of way and rights of user in lands AND also all machinery. 
and bloe prints of the Undertaking. AND ALSO all a~reements, engage-



94 

ments, benefits and advantages which have been entered into with the 
Commission to whic11 it was or could be entitled to on account of or in 
respect of the Undertaking as on the close of 31 st March, 1970 as per 
the duly audited books of accounts and other records of the Commission
ing conforming to the value hereinbefore stated, AND ALSO all goods 
fixed and movable machinery, Pipeline,pump stations at Koyali Distt. 
Baroda and Terminal at Subannati Distt. Ahmedabad and Catholic Pro
tection Stations at various villages in the state of Gujarat, fixture and 
fittings. articles and things which belonged to the C..ommission on accOunt 
of the Undertaking and or were any wise used in the same as on the close 
of 31 st March, 1970 and included in the value of the undertaking as on 
31 st March, 1970 together with full power to ask, demand, sue recover 
and give effectual receipts and discharges for the said Undertaking and 
every part thereof in the name of the Commission and for any such purpose 
every part thereof in the name of the Commission being kept indemnified 
by the Corpo~'8tion from all costs, charges and expense. occasioned by 
such use of its name to have, Hold, Received AND Take the UndertakinJ,!' 
hereby transferred so to be into the Corporation absolutely and This 
Indenture further witnesseth that in pursuance of the said agreement the 
Commission doe~ hereby transfer, convey into the Corporation absolutely 
and for ever with effect from 1st Apnl, 1970 all those pieces and parcels of 
land or measures. beraditaments, and premises at various villages in the 
Districts of Baroda, Kaira and Ahmedabad all stituate<! in the State of 
Gujarat more particularly described in Annexure I attached to these 
presents and forms a part theroof and all the said lands and heroditamentsi 
(hereinafter referred to as "the said Premises") together with aJI and 
singular edifices, buildings, courtyards, areas, compounds, sewers, ditches, 
fences, trees, drains. ways, paths, passages. welts. waters, watercourses, 
plants, lights, easements, advantage rights. and appurtenances whatsoever 
to the said premises or any part thereof belonging or in anyway appertaining 
to or with the same or any part thereof new Or at any time heretofore 
usuatIy held, used, occupied or enjoyed therewith or reputed or known 
as part thereof to belong or be appurtenant BUT excluding the rights of 
the User in Land tOflCther with the Right of Way acquired and vested in 
the Commission by the Government of India under the petroleum Pipe
line (Acquisition of right of User in Land) Act 1962 (50 of 1962) per
taining to all the lands and tracts hereinafter referred to as ''The Lands" 
under and/or in which the Undertaking, being a part and parcel and 
appertaining to the UndertakinlZS, passes located in various villages, of 
Baroda Kaira and Ahmedabad Districts all in the State of Gujarat more 
fully described in the Annexure n attacMd to those presents and forms a 
part of these presents together will all the deeds. Documents, Writinp. 
Vouchers and other evidences of title and Rights relating to the said 
pieces Or parcels of land or parcels of land or ground hereditaments and 
premises or any part thereof AND ALL THE estates. right. title interest, 
use property, possession benefit, claim and demand whatsoever of the 



Commission into, out of or upon the said premises' said premises hereby 
transferred and intended or expressed so to be with their and every of 
their rights, member!; and appurtenances upto and to the use and benefit 
of the ~ration absolutely and for. ever (subject to the provisions 
of this agl'eC1l1ent) subject to the payment 01. aU rents, rates, taxes, assess
ments, dues and duties new chargeable upon the same or hereinafter to 
become :payable to t1)~ Government or any othe! Public body/person(s) in 
respect thereof by the Corporation, and also subject to the payment of com
pensation by the Corporation and/or damages arising in and out of use 
of right' of way and User in land in respect of lands referred to in Annex
ure II as awarded and/or to be awarded by the Competent Authority ap
pointed under the Petroleum Pipelines (Acquisition of Right of User in 
Land) Act, 1962 or any other Law in force subject to what is nereinafter 
mentioned.' 

2. 'The Commission hereby covenant!; with ttle Corporation as fonows: . 
(a) 'The Commi~8ion hath not done anything or suflered anything 

to be done whereby the Undertaking and/or 'the said premises' 
are in any way encumbered or affected; 

(b) It shaH be lawful for the Corporation from time to time and 
at all times hereafter peaceably and quietly to hold, enter 

upon, have, occupy, possess and enjoy the Undertaking with 
their appurtenances without any suit, lawful eviction, inter
ruption c.laim and demand whatsoever from or by the Com
mission or by any person or persons lawfully claiming from or 
under the Commission; 

(c) ne Commission shall and will from time to time and at all 
times, hereafter at the request and cost of the Corporation do 
and execute or cause to be done or execute a11 such further and 
lawful acts, deeds, things, matters, conveyances. and assuranceS 
whatsoever for the better and more perfectly transferring 'the 
said premises' unto the Corporation in the matter aforesaid as 
shall or may be reasonably required by the Corporation; 

(d) 11te construction and operation of the Commission'~ and Cor
poration's pipelines will not in any way hamper/or obstruct the 
laying and operation of each other's pipelines. 

3. ~ Commission and the Corporation hereby convenant with each 
other that any person or persons lawfully c1aimin~ from or under the Com
mission to lay and operate and maintain the Pipelines in and under the said 
lands situated in various villages of Baroda, Kaira and Ahmedabad dis
tricts, all in the State of GUjarat. more lu11y described in Annexure IT 
attached to these presents, alld any person or persons lawfully claiming 
horn. or under the Corporation to Jay, operate and maintain the Undertak
ing on behalf of the Corporation. shan have ttle necessary permission under 
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this Indenture to do all such acts and things in furtherance of the objectives 
of the Commission and the Corporation, under the following conditions: 

(i) The Cammission and the Corporation will pay and will be liable 
to pay to each other any cost of damage/damages, loss to per
son and/or property done or caused to be .done wilfully during 
their individual acts, namely in the laying and operation of 
their pipelines. 

(ii) The Commissi';}n and the Corporation, will give prior intimation 
to each other of taking up any construction/repair work on their 
respective pipelines. 

(iii) The Corporation will reimburse the Commission proportionately 
the compensation money which the Commission has ~id to 
the l2nd owners of the soaid hnds under the Petroleum Pip'> 
lines (Acquisition of Right of User in Land) Act, 1962 for the 
Right of User in land in respect of land acquired for laying 
pipelines under the existing right of way. 

(iv) The Commission will pay and will be liable to pay compensation 
for damage::;, loss to persons and/or property done or caused to 
be done by the act of laying their pipelines, as determined and 
awarded by the Competent Authority appointed and acting 
under the Petroleum Pipelines (Acquisi~ion of Right of User in 
Land) Act 1962 or any other authority established under the 
law. 

(v) The Corporation u)!rees to pay to the Commission the recurring 
charges for the maintenance of the right of way of the Under
taking mentioned in Annexure 11 on such terms and conditions 
as may be mutually settled between the Corporation and the 
Commission. 

4. The Corporation 'hereby convenan,ts with the Commission as 
follows:-

(a) The Corporation shall with effect from lst April, 1970 conti
nue in service under itself without interruption or break of ser
vice the staff and workmen hereinafter. refeo:Ted to as the afore
said staff und~r the Commission in connection with the Under
taking a lht whereof is attached with these Persents and forms 
a part of a!! Annexure III which list is final and conclusive and 
binding on the Corporation except those who are no more in 

service on the appojnt,~d day for any rea<;on/reasons whatsoever. 
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(b) The Corporation shall ensure that the terms and conditions of 
servlce of any and every member of the aforesaid staff under 
the Corporation shall not be less favourable with regard to any 
matter than the corresponding terms and conditions applicable 
to him' under the Commission. 

(c) Th~ Corporation shall give full credit to the service rendered by 
the said staff and wOTkmen under the Commis!1ion in accordance 
with the terms and conditions of service under the Commission 
or in accordance with the terms and conditions of service under 
the COl'JX1'l'ation whichever may be more favourable to the said 
staff and workmen. 

(d) That the provident fund kept by the Commission in respect of 
the staff and workmen whose services are taken over by the 
Corporation as aforesaid shaH be transft!rred to the Corporation 
with effect from J st April, 1970 if not already translerred; 

(e) The Corporation shaH be liable to pay compensation to any 
and every staff and workmen whose services are taken over as 
aforesaid in the event of his retrenchment, on the basis that 
the services of such staff or workmen have been continuous 
from the date of commencement of such service with the Com
mission and that said service has not been interrupted by the 
transfer of service; 

(f) It is mutually agreed by and between the Corporation and the 
Commission that .such of those employees referred to in clause 
4(a) forcing who have, accepted a fresh offer of appointment 
from the Corporation on the terms and conditions of the ser
vice of the Corporation will not be covered by the convenants 
as per 4(a), (b), .(c) and (e) foregoing. 

5. It is agreed by and between the Corporation and Commission that 
the Corporation shall permit the Commission and/or its agents to hook up 
the Undertaking's Cathodic Protection System if physically and technically 
feasible to the Commission's pipelines. In the event of difference arising 
between the Corporation and the Commission on the practicability of 
hooking up of Cathodic Protection System, the matter shall be referred by 
the confirming party to the Director of Indian Institute uf Petroleum and/or 
any other competent authority in Cathodic Protection System whose advice 
shall be considered by the confirming party for final decision. The expenses 
towards the cost of anv additions or alterations to the Cathodic Protection 
System or any damag~ done to the system or any other expenses in con
nection with such hooking up will be .borne by the Commission. 
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Notwithstanding the above, the Commission agrees to pay to the Cor
poration, in consideration of the use of Corporation's Cathodic Protection 
System, ,>uch chr.ges as may be mutually settled between the two parties. 

6. The Commission and th~~ Corporation hereby coveoont with the 
Confirming Party that the Confirming Party shall be competent to issue such 
orders and/or directions to the Commission and the Corporation in res
pect of the transler of the undertaking as the Confirming Party may deem 
expedient from time to time, or as may be necessary to implement the pro
visions thereof, and such orders and/or directions shall be binding on and 
be complied with by the Commission and the Corporation. In case of any 
dispute, difference, or question arising out of the provisions of dtis inden
ture between the Commission and the COi"pOration, the matter shall be re
ferred to the confirming party for a decision which shall be binding On both 
the parties. 

7. The Confirming Party hereby confirms the transfer and assignment 
of the Undertaking by the Commission to the Corporation on the terms 
and conditions herein set forth. 

The Confirming Party has agreed to bear the Stamp duty and registra
tion charges on these presents. 

IN WITNESS WHEREOF Shri Balwant Singh Negi. Chairman of the 
Oil and Natural Gas Commission for and on behalf of the Commission, 
Sbri M. V. Rsjwade. Jomt Secretary. to the Government of India. Ministry 
of Petroleum and Chemicals. Mines and Metals (Deptt. of Petroleum) for 
and on behall of the Confirminl! Partv and Shi'I C. R. Des Goota. MaDill
lag DIrector, Indian Oil Corporation Ltd .. for ana/on behalf of the Cor
poration have respectively set their hands on the day, month and year first 
::tbove written. - ---

Signed by the above named 
Shri Balwant Sinv:h NeRi. for Sind on behalf of 
Commission the transferer in the presence of 

WitneJs 
t. Sd/- G. Rama~wamy, Chief (Emloration) Min. 

of Petroleum and Chemicals. New Delhi. 

~. Sd/" H. C. Sharma. Under Secretary, Deptt. 
of P & C. New Delhi. 

Self- B. S. Ne~ 

Signed by the above named.Shri M.V.Rajwade, Sd/- M. V. Rajwade 
for and on behalf of the President of T ndia. the Con-
firminR Party. 

J n the presence of 

Witness 

2. Sdf-
Address: Dmuty Petroleum Officer, Deptt. ofP & C; 

New Delhi. 
~. Sd/-

Section Officer, Deptt. of P & C, New Delhi. 



99 

Silned by the above lWDed Sbri C. R. Dus Gupta 
for and on behalf of the Corpn., the Transferee. 

WItft." 
I. Sd/- O. P. Sehgal, Chief Administrative 

Ofllc:er, IOLC, (R&P), New Delhi. 

2. B. D. Gupta, Asstt. Financial Controller 
~~~nes) Indian Oil Corporation Ltd., New 

Sd/- C. R. DUI Gupta. 

Shri B. D. Gupta. 



ANNEXURE I 

Detalls of Pipelines, Plant and Machiner.y 

(a) Pipeline: 

Pipeline of 8.5/8" outer diameter having 0.219" wall thickness fabri
cated to API standard SLX-46 passing through various villages in the 
District of Baroda Koira and Ahmedabad in the State of Gujarat. 

Total Length 

Mainline Valves 

Submerged (Water coune) crossings 

Canal Crossings . 

Railway line crossings 

Road Crossings 

Suspended crossings across Road bridge~ 

Cathodic Protection Bunks 

Measurement or test points for C. P. System 

(b) Pump Station 

51. 
No. 

Description Qty. 

115'416 Kms. 

12 Nos. 

4 Nos. 

13 N05. 

7 Nos. 

28 Nos. 

2 Nos. 

4 Nos. 

48 Nos. 

-------_._---_. 
Specification 

.-.-_ .. _----------
I Station inlet gate valve 

2 Suction Booster pump with electric 
motor and control and inlet valve 
8" and outlet valve 6" 

3 5eperator filter complete with inlet 
outlet and bypass valve 6", 3"
ASA ISO Non return Valves Safety, 
Valve, Foxboro differential 1?re8lure 
indicator, complete with pip11ll con
nections drains etc. 

Strainer with Foxboro differential 
pressure indicator 

S Rocketwell flow meter 

100 

PumP-4 x 9 ven Capacity 
106 M3/hour Head 40 M 
Motor-Italian Make 
HP-30·S. 

SIIRTBC (PERCO) MILANO 
Operating for I SO Psi. 

Type :z8o/R 
6" ASA. 

Model No. 6ooB, Max. Plow 600 
US pl10DI 



SI. 
No. 

L escription 

6 Corrosion ' , Inbibitor pump with 
motor, tank and connected piping 
sy.tem. 
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7 Sump tank with pump motor tank and 
c~Qnected pipmg and valves 

8 Gate .. h'e' 6' and safety valve 

9 MainliDe pump with motor inlet and 
outlet valves 6' ASA 600, non
return~ve complete with piping 
and controls 

to N.ln-retum valve safety valve 

[[ ElectrO-hydraUlic valve with high pres
Rure switches 2 Nos. and a pres
Sute lauge with piping connection. 

[2 Dy pot with connected piping' 

13 Scrapper Launcher assembly com
plete with ~ping and valVes .ize 
16"-No. 8 -1 No. and 3"-2 Nos. 
safety VIM: 

14 Alarm panel with indicators of fai
lure of safety devicee on pumps, -elec
trGhyclraulic valve controller, flow 
recorder pressure recorder. sump 
tank level indicator etc. 

[S Motor c;ontrol centre with starter 
for all the motors In the pump station 

16 Battery charger 

17 Control building hOUlinf the alarm 
panel MCC, battery charger, des
patch office and store room 

18 Station outlet valve 
--------_.-

Qty. , 

t 

3 

2 

Specification 

Pump Milton Roy, Model 
I' 24-62SM Motor 180 watt. 

Pwnp-GABBIONETA 
Dilch.-ISM3 head 80M 

Motor 8'1 KW 

ASA ISO. 

Pump-Ty~e 3 x 9 MSN 
NUVO PIGNONE Capacity: 
106 M3/hr. Head 33S M. 
Motor J SO KW Italian Make 

6" size 

MASONBILAN WORTHING
TON 
Mode1-S7-IOt32 Size ,. 

Italian make. 

Italian make. 

Type RBC I .. Han mUe. 

~h-t8'So M 
Breadth-8' so M 

ASA 600 8· size. 
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(C) MAINLINE VALVES 

Valves GroYe NIlOVO Pignon make ASA 600-8" 'size In all twetw numhers II detaiteJ 
below: 

81, No, 

ID) 

I. 

3· 

4· 

S· 
6. 

7· 
8. 

9· 
10. 

II. 

u. 

c, p, BUNKS 

At KM 

" .. 
.. 
.. 
.. 
.. 
.. 
.. 
, , 

" 
" ----

Prom 
ICoyali 

3'215 

8, 380' 

9'300 

u'07O 

26'520 

51'595 

62'131 

6.4'''7 
90'192 

9a'219 

91·IBS 
11:1'000 

Mikc-PlOltetti Italy ModeI-4I 89, Capacity 4'8 KW 

81. No. UKstlon 

I Valid 

2 Vaopalana 

3 Barela . 
4 Surkbej 

(B) TBllMJNAL 

1 Station iDIet valw B' 

2 Scnper recci'ring barren complete with piPint 
IDd valvea alze 8"-1 No. 6" I No,lDd 4".-4 NOI, 
with safety valve pia aipal prenure I8UF etc. 

KM&om 
Koyali 

U'oo 

51'73 

77'30 

98'20 

I 8' ASA 600 

I 

------- ---------- -------------- -----
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SI.No. Location 

2 

3 Shaffer/control valve pneumatic/hydrauliclelec
triclmanually operated. 

4 Hydro electric valve]auctuator type with by pus 
valve 4' aize. 

S Gate valve 3' with lafety valve 6' x 4" with connected 
piping to contamination tank . . . 

6 Separator fllter (Same as for pump station) 

7 Strainer with foxbero differential pressure indi-
cator , 

8 Dial Thermometer (Temp Gauge) 

9 RoCkewell flow meter} 

10 Gate valve with 2 T connections 

KM from 
Koyo 

~ 

I Make Breda WKM USA 
Size 6' STSASA 600-2J7~. 

I Make-Worthinston. 
Model ~7-IO/J34 

I 

I Type 280/R 
6' ASA 

10-600 C ranae 
1 Model No. 600 B Max. 

flow 600 US G.Uon. 

1 6' aize, ASA ISO 

Xl Gate valve 6' and 4" with Piping con- I 
nected wid- contamination tanks. 

u Pipe manif'eld with 4 Nos. 6" gate valves 
and 3 Nos. non-return valves of 6" aize complete 
with piping with pressure gauge sampling point 
going to atonae tanks. 

13 ;ontamination tank 160'7 M3 complete with 
inlet vah'ed 6" oudet valves 4" -2 Nos. 4"& 2' 
draiJuI valves, level indicator etc. 

14 Fire fighting pump diesel draine with non
return valve and gate valve 4" complete 
with piping pressure gauge foam makerunit 
etc. and fire fighting tank. 

IS Air c:Jl1lpreasor, petrol engine driven with mercoid 
twitch and piping etc. 

6( Sump tank with turbine pump electric driven 
complete with piping and controls. 

17 Oily water separator with turbine pwnp 
electric driven complete with piping and control 

18 Alarm panel with Indicator for contamination 
tank, lump tank level Indicator, prover 
cowuer, pressure recorder etc. 

l~eOM

Cup. 3OM3/hr Head 
8o-M taDIt 

I Compressor, Type 
WA-30 

NUOVO PIGNONE 

Motor Italian make 
KW 8. I 

G. ABBUNON TA 
Di.acharae-IsM /hr. 
Head-20M. 

Motor Italian make 
KW 2'6 

Pwn~ABB~ONBTA 
Capacity IS M3/hr. 

J{ead - 20 M. 
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---------------.-------------.-.-

19 Motor oontrol centre with atarters 
for all the motors in the ter
minal. 

20 Battery charger 

2 I Control building housing control 
panel electric cabin and store and 
sanitary facilities. 

22 Contamination tank pump electric 
driver with piping valve etc. 

1 Italian make 

Type RBC. Italian make. 

8'9 M. x6·60 M_ 

I Pump Cabbion~ta 
Cap. SO M 3 hr. 
Head _30M. Motor 
8'1 KW. 

(F) CATHODIC PROTBCTION BUNK IN KOYALI AHMEDABAD PRODUCTS 
PIPBLINB 

S. No. Name of 
Village 

Taluka District 

---------------- -
3 4 

I Vasad . Anand Kaira 

2 Pallna . Nadiad Kaira 

3 dbf City Ahmedabad 

4 Navapm Matar Kaira 

Survey Area Name of Remarks 
No. of land land 

S 

730 

339 

866 

owner 
( ocaJpllDtJ 

6 7 8 

o' 6S Chatur- No action haa 
Sq.Mtr. bhai been taken for 

'II Narot- the perinanent 
tambhai fcqu'iaition 

0'65 

0'6S LO. 

0'6S LO. 

Motibbai 
aomabhai 

Bhag-
bhai AJabhai 

Gauchar 
Land 
V. P. 
Nav ..... 

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



(G) Derails oj PUces of lAnd Jor Moi,( 'Valf't'( Dr! .he X.A.P. 

NUDe of Villaae TaJub. District Survey Area of NlDle of land 0WDeI 
No. land (OCCUPlDt) 

I 2 3 4 5 6 

PadmaIa Baroda Baroda 688 16 Mohanlal Tribho-
vandas & Bapulal 
Chandulal 
and others 

Vaaand . AlWld Kaira 25 16 Patel Thakorbhai 
Harmanbhai 

Vnad Anand Karia 675 16 Jethabhai 
Varibhai 

Anand • Anand 675 16 Patel Rachhobhai 
Zaverb 

PalaDa • Nadiad lCaira 569/H 16 Dhajabhai 
s70 12 IlhwarbbaJ 

AmballJ Chhapr. 
Bhai 

Matar Kaira 724 16 Ilhwarbhai 
Naranbhai 

HariaJII· Mater lCaira 2S1 16 Becharbbai 
Tarunah bbai 

Kamod . DalCl'Ol Ahmedabad 171 16 Punaji Hftaji 

BUro1 . Ducroi -Ahmedabad 308 16 Atmaram 
PanhottlDl 

Fattewadi Da,croi Ahmedabad J98 J6 Pam Nariman 
lCathwala 

Gbatlodip City -Ahmedabad 1&4 16 Alodial 
Motilal 

PajIlpw . Baroda "Baroda .. 16 Govt. land 
ViDlle 

GlaDthal 
Land 

111 LS-8. 
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ANNEXURE 111 

List oj Staff ill SIrfJict oj tM Commission 1-4-1966 tmd fllhicIt G/GI traruJIff'Id toKoyali 
AhmMJabad Products PlPfliM (IOC) 

SI. Name The then designation Date of releao 
No. 

I Shri V. P. Devadll . Asstt. Admn. Officer 29-3-66 (AN) 

.2 Shri H. V. Bhaakarrao A.E. 30-3-66 (AN) 

3 . Shri C. R. Thakar · A.B. 21-4-66 (AN) 

4 Shri T. K. Sengupta Inspector 28-3-66 (AN) 

'S Shri Abdul Hakim Inspector 2'-4-66 (AN) 

6 Shri P. G. Menon · Camp Foreman 29-3-66 (AN) 

7 Shri H. Shankar Nayak • Despatcher 29-3-66 (AN) 

8 Shri H. S. Kamra Jr. Acc:ountant 28-3-66 (AN) 

9 8hri Sutinder Nath H.Aaltt.. 28-3-66 (AN) 

'10 Shri S. D. Amin Jr. MeclwIic] 28-3-66 (AN) 

::II 8hri N. N. Shah . Sr. EIectriciaD 28-3-66 (AN) 

12 Shri S. N. Paithankar Jr. Draftsman 2)-3-66 (AN) 

13 Shri M. G. Saharabudhe Jr. Electrician 28-3-66 (AN) 

;14 Shri V. V. M. Nlir · 8teno-typflt 28-3-66 (AN) 

If Miss G. joy · Steno-typilt 28-3-66 (AN) 
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APPENDIX VIII 

As for the circumstances under which the undertaking was permitted t() 
incur expenditure beyond 10 per cent of the sanctioned estimates, the De-
partment of Petroleum has already appointed a Commission of Inquiry vide 
their Resolution No. 28(1l)-70-OR, dated the 22nd August, 1970. Fur
ther action is being taken by the Department of Petroleum. 

2. The present procedure in regard to seeking a'pproval of Parliament 
in regard to public sector undertakjngs is as follows:-

(i) Prior approval of Parliameat is required for setting of new Govern
ment companies, splitting up of existing company, amalgamation of two or 
more Government companies and taking up of new activ!ty by any existing 
Government Company. 

Detailed iDfonnation as far as possible on the objectives Scope, capital 
cost, fore ian participation, if any. profitabili~y and other lin,ancial oi-li
gations are incorporated in the notes on important schemes whic;:h are ap
pended to the volume of demands for grants of the Ministries concerned or 
in the explanatioo. to the s~tary notes as the case may be". 

(ii) PtCiQr approval of the ParliaJnent is required for additional iavast
ments in or loans to existing Gove,mment companies beyond the l~s 
specified at item i(iii) of Department of Economic Affairs O:M., date~.2Jtb 
July, 1970 (Annexure n. . 

3. With regard to paras (c) and (d), the present position is as under:

(i) Powers have been delegated to the Boards of Directors to sanc
tion expenditure in case of variations in approved estimates 
upto 10 per cent for any component part thereof. 

(li) approval of the Cabinet is necessary in case of increase in the 
capital cost estimates over 20 per cent. 

(iii) Increase in the estimates which are not in excess of 20 per cent 
may be processed by the Administrative Ministry in the usual 
manner without reference to the Cabinet. 
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III 

4. Instructions have also been issued that the economics of the projects 
be worked out on the basis of the revised estimaT~s of capital cost. Ade
quate safeguards have thus already been provided to ensure that proper 
control over the revision of project estimates of public undertakings is ex
ercised front time to titne. Prior Paffian'lelrit's· apfmWa'I fb'r tver'y increase 
in the capital COSt estimates of the Undertakings would lead to practbll 
difficulties, besides delay in the execution of the Undertakings which in 
turn would affect operational efficiency of the projects. In view thereof it 
is submitted that prior approval of Parliament may not be insisted upon but 
major cases where the capital cost estimates are· revised, may be brought 
to the notice of Parliament. It is accordingly proposed to report to the 
Parliament cases where the increaSe in the capital cost estimates is in excess 
of 20 per cent ol the original sanctioned estimate or Rs. 3 crores, whichever 
is higher. A list of such cases will be appended to the Budget Documents 
every year. The Undertakings, in which further investment on account of 
tevision of the cost is to be made from Government funds, would however .. 
be covered by the Department of Economic Affairs, O.M. dated 27th July, 
1970, referred to above (Annexure I). Such cases need not, therefore, be 
included in the above list. 



ANNEXURE 1 

Copy of Old. N .. F.8(10)-B/69, dated the 27th July, 1970, from 
Ministry of Finance (Deptt. of Economic Affairs) addressed to aU Minis
tries/Deptt. etc., and Financial Advisers in the Department of Expenditure. 

SUB.JECT:-New Service/New Instrument of Service-Limits to be observed 
pursuant to the recommendations of the Public Accounts Com-
mittee. 

The undersigned is directed to invite a reference to this Ministry's O.M. 
No. F.8(lO)-B'/68, dated the 2nd November, 1968 and the 25th January, 
1969 on the above mentioned subject with which copies of 'Action Taken 
Statements' incor.porating the views of the Government on the recommend
ations of the Public Accounts Committee contained in their 11 th Report 
(4th Lok Sabha) were circulated to all the Ministries, etc. These 'Action 
Taken Statements' have been considered by the Committee and their obesrva
tions thereon are contained in their 50th Report (4th Lok Sabha). For 
the convenience and guidance of the Ministries, etc., and for deciding the 
cases of the type, the limits to be observed in deciding whether a case re
lates to New Service/New Instrument of Service and for determining whe
ther it be reported to Parliament, have been indicated in the enclosed 
statement drawn up on the basis of the Government decisions on the recom
mendations of the Committee, Ministries, etc., are requested to note these 
limits carefully and examine cases arising hereafter, involving 'New Service/ 
New Instrument of Service', etc., in the light thereof. All doubtful cases 
... y, however, continue to be referred to this Ministry for consideration. 

Sd/- B. MALTIlREYAN, 
loint Secretary to the Government of India. 
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·NIfIJ SITflic,!NIfIJ InstTUmmt of Seroi,,'-Umits to hi obs"",'" in deciditw casts 1'11,,';'" to 

A-Casts for Limits bIyond which prior Approwl of ~t is uqrdNd 

Nature of transactions Limitl beyond which prior approval of 
Parliament it required 

I. Public: Sector Undertakings/Depart
mental Undertakings 

(I) Setting up of new Government 
CXlmpanies splitting up of an exis
ting company, amalgamation of 
two or more Government Com
panies and taking up of a new IC-
tivity by an existiDg Government 
Company or a departmental 
undertaking. 

(ii) Additional investments in an 
existing Departmental Undertaking. 

(iii) Additional investment in or loans 
to an existing Government Com
pany. 

All cases 

RI. I crore 

Paid up Capial of limit the 
emting Compnay 

Upto Re. I crore-Rl. zo lakkha. 
Abaft RB. I crore and upto Rs. 25 cr~ 

RI. 2 crores 
Above RI. 2S crores and uptO RI. 100 

crorca-Rs. 10 crores. 
Above Rs. roo crores-Rl. 15 crarel. 

Note I-While applyilli the above limitl 
Loans and Capital iImItmenti 
are to be taken to,ether. 

Note 

Note 

Note 

113 

2-Short term Loans (Workinc 
Capital) of duration DOt exceediq 
one year, need not be treated u 
'New <Instrument of Service' but 
should be reported to ParliameDt 
with the ensuilli batch of Sup
plementary Demand •• 

3-For 108lll to Port Truatl, Delhi 
Municipal Corporation, Finan
cial Institutions etc. limitl.. in 
the cue of Public Sector Com
panies are to be applied. 

.. -Where there fa no budaet pro
Vision prior approval or ParUa
meDt will be DCCeIsary in the 
cae. of loana ~ -Ra. zo 
lakhs to an existing Government 
Company. Thil limit will apply 
only in the caee of ~ term 
108Dl. 



II. Private Sector Companies Private 
Institutions. 

(a) Invesunents to be made for the fint 
time. 

(b) Additional invesun~nts in or loans 
to an existing Company/institution. 

114 

All cases 

Rs. I crore 

Note I-While applying' these litni~ 

Note 

Note 

loans and capital Hnvesunents are 
to be taken together. 

:z-In the case of Loans to statutory 
and other public institutions like 
Univenity Gr.mts Commission. 
Indian Institution of Technology, 
Khadi and Village Industries 
Comminion, etc. limits as appli
cable to Private Sector Com
panies/Private Institutions should 
be al'Jl1'ied. 

3-Where there is no budaet pre
vision' prior approval of Par
liament will be necapary in the 
cue of loans exceeding RI. 10 
laths. 

III-GrantI-in-aid. to privltC 'InltitUriOllI' Recurring-R8. S lakhs and Non-recurring 
-Rs. 10 lakhs subject to the~ following:-

(a) The limits of or non-recurring and 
recurring grants-in-aid to private 
institutions would apply with refer
ence to money disbursed by an indivi
dual Ministry /Deparunent and not 
by Government as a whole. 

(b) In the cue of recurrina annts exceed
ina Rs. ~ lath. per annum the finan-
cial implicadoal would be reported to 
Parliament where the grant 1, to be 
made for two years or more. 

(c) In the cue of Grants-in-aid under Ex-
port Promotion Schema the limitl 
applicable to lubsidies aDder theae 
8ChemeI will apply to Granta-in-ai4 
aliO. 

(i) Inatitutloot in ~ of panta
in-add of leu than Re. 1 c:rorc 

(Ra.in 
lakh) 

10 



lIS 

2 

Limlts 
(Re. in laWl) 

(ii) Institutions in receipt of IfIJlts-
in-aid of more than Rs. I crores 
but less than Re. 2 crores 20 

(iii) Institutions in receipt of grants-
in-aid of Rs. 2 crores and above 
but below Rs. 3 crores 30 

(iv) Institutions in receipt of grants 
in-aid of Rs. 3 crores and above. so 

Note:1 These limits would apply with refere nce to moneys disbursed by an Indi
Vk'llAI Mil"istry/DrrfT'mmt pnd not by Government as a whole. 

V. Subiidiea 
(i) .. Subsidies under Expon Promotion 

S,hemes r.nd on Foodgrain 
trans actions 

(if) Other lubsid leI 
Ot/rerCo .. 

(a) Export Promotion S,Iumr,s: 

(i) The budatt provisions should be .pilL up 
as under: 

(i) Product Promotion assistance (for 
Fabricaled prod .. like ~ 
and Ipgru aoocb ~) 

(ii) Commodity Development assistance 
(for iron and 1IlId, feR'OUl 1CrIP, etc.) 

~ili) ~ crectit developm~t schemes (for 
lublidies to bulb). 

(iv)~Grants-in-aid and contribution to 
expon development orpniutionl 
(&!POrt PremodaD Oouncil etc.) 

(v~ Grants-in-aid for market development 
(far . mar.kcl raea~.faiQ, exNbi'icn .. 
pulJliqi1r etc.) 

Parliament should be appnoeb~ ~cr 
it becomes necessary to auament the 
total proviaiOll for Export Promotion 
Schemee or provilion under anyone of the 
heads referred to above by more than Rio I 
c:rore 

(b) FootI,raitt trarutl&liDru: 
Parliament will be approached wheDever 

it bec:omeI necesaary to IUIJIICDt eldtdna 
budaet provilion by more than Re. I 
crore. 

RI. JOlakhl 

(i) New Commissions or CommitteeS RI·4 1akhI (total espenditure) 
of eIIqUiry. 

(B) Expenditure aD a 'new 'Work' 

(iii) ~, ca.-' of ao.nun-c 
expeuditure. 

• Re. 25 lathl. 

Wt~~: ..• ·be.~ en mnitI. 

i.E. ..•. S _.5 j 



Posta and Telegraphs 1 
Defence )-
Railways J 

116 

All the above limits includitl( those rela
ting to Works Bxpenditure (Ra. 2S lakhl) 
applicable to be other Ministries/Depart
mena will apply in the case of these Murlst
ries/Departments; subject to conaiderationa 
of security in the case of Defence and that 
for Ordnance Factories the limit of R •• 
1 crore should be made aprlicable with 
reference to investments in at the factories 
as a whole Qvil Works, which do not form 
part of any project of the Departmental 
Undertakings (Ordnance Factories) should 
be treated like ordinary Defence Works. As 
such they would attract the limits of 'new 
instrument of service' if the cost thereof 
exceeds Ra. :zS lakhs or should be reportecd 
If the cost thereof exceeds Rs. 10 laltha 
but does not exceed Ra. 2S lakhs. A liat 
of such works should, however, be sup
plied to the Director of Audit, Defence 
Services. 

B. Calu for Limus b.yond which RlPDrt to Parliament is necessary along with the En-
suin, Batch of Supplmwntary DImands for Grantl Notu on DmIands for Grants 

Nature of transactions 

I 

Limits beyond which report to Parliament 
is necessary 

:2 

I. Additional inveatmeDt in an exilting Rs. So lakhs and above but below 
Departmental Undertaking Ra. 1 crore. 

II. Additional investment in or loans to 
an existing public Sector UndertaklDls/ 
Govt. Company. 

··Above Rs. 100 crorea 

Paid up Capital 

Upto Ra. 1 crore 

Limit 

--'-----Rs. 10 lakhs and 
above but below Ra. 
20 lakhs. 

Above Rs. I crores Rs. I crore and above 
and upto Ra. as but below Rs. :& 
crorea crores. 

Above Rs. 2S crorea Ra. S crorea and 
and upto R~. above but below 
100 crorea. Rs. 10 crorea. 

Rs. 7' SO crorea and abo'/e but below Rs. IS 
crorea. 

Note:-While applying the above limits Loans and Capital iDvest
ments are to be taken toaether. , 

IU. AddItional. investment in or Loans Rs. SO 1akha and above but bekJw Rs. 
to a Private Sector Company/Insd- I crore. 
tutioa. 

. Note:-Wbile appl1JJll the abaft limit Loan aDd Capital invest-
ments are to be taken topther. '. 

---.;aIW-'·aT .. ¥t7- ... =e-'· .... ·~'·"''"'·:!: .. T2;·- ... "'t"'k." .... - - ..... 'z.re· ·'s .. ,'v.·....,...·S'TM' ... Zt' c,' .. ~" .. -



IV. Subaidiea 
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Subsidies unt:lR: &port Promodort ScAmta 

Auamentation of total provision by re-
appropriation of over RI. 25 laths (and 
leas than Rs. I crore) or re-appropriadOll 
of Rs. 25 lakhs (and. I •• 

than Rs. 1 crore) from one lub-
head to another but without any overaIJ. 
aUlPDentation of the total provision. 

Subsldlu on poO(jtral'l tNII,act;DrII 

Re-appropriatioo in excess of Rs. 25 lakhI 
(but less than Its. I crore). , 

V. Expenditure on a 'new work' RI. 10 lakha and above but below Rs. a5 
lakhs. 

VI. Transfer or a gift of Government Rs. I lakh (To be rep<?!U<I throu,h the 
aasCl8 to Public Corporations/Com- notea on Demands for Grants). 
paniea. AutOllOlIlOUl Bodies, Private 
Parties/Institutions, etc. 

Note:- In cue of urzency, where it mar not .,. 
possible to wait till the matter 18 brouabt 
to the notice of Parliament throuah the 
Notes on Demands for Grants arraD&e
menta may be made by CDtruSting the 
lIIIIIIFrrIent of the property to the body 
or institution but the formal transfer or 
the title to the property .hould be 
etJected only after a mention is mlde 'D 
the Notes of Demanda for Grants. 



APPENDIX IX 

Administrative Reforms Commission n their Report on "Public Sector 
Undertakings" had made various recommendations in the area of planning 
and construction of public sector projects. Based on these recommend
ations, Government have taken a number of decisions in this regard. The 
more important was amongst them are indicated below:-

(i) Once a project ,has been approved, systtlmatic and thorough 
planning of the construction programme should be under
taken before starting actual construction. 

(ii) For all projects involVling sizeable investment, I.C., of Rs. 
erore and above, a complete Master Plan of con!ltruction 
should be drawn up with the help of network techniques like 
the PERT andC.P.M. 

(iii) The Construction. effort under each contract should be scheduled 
and coordinated within the framework of a master plan. 

(iv) Performance data should be collected about contractors doing 
work on public sector projects so that sufficient doCumentation 
may be available to the management for supporting their de
cision to· reject the lowest tender in case the contractor making 
it is adjudged uDSUitable. 

(v) The network techniques should be adopted for motoring the pro
.eas of construction. 

These decisions have been brought to the notice of administrative 
MinistriesjPublic Enterprises through suitable guidelines issued by the 
Bureau vide Ministry of Fmance Office Memoranda No. 32-Adv( c) ICir-
63/70, dated 30th March, 1970, No. 188-Adv(c)-Cir/46149, dated 21th 
January, 1969, and No. 1275-Adv(c)-Cir-79/70, dated 3rd September, 
1970. 

As regards the stream-lining of the management information system, 
Bureau of Public Enterprises has engaged the services of (ndian Institute of 
Management, Calcutta. to assist in working out management information 
'Systems and provide formats for different types of reporting. The exillt
ing arrangements for reporting to the Ministries by the Public Enterprises 
will thus come up for complete review in this context. On the question of 
responsibility of the administrative Ministries in r.gard to the performance 
of Public Enterprises, Government have laid down certain measures to he 
taken by the Ministries in this regard. following t~ earlier recommendation 

1t8 
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~ the Committee on Public Undertakings (1967-68) in the Report of 
N.C.D.C. It will be noted from. O.M. ,No. 2 (34)/69-BPE(OM) , dated 
7th uJIy, 1969 (Annexure) that Government have accepted that a begiri-
ning can be made lor effCICtive shoulder~g of Government responsibility 
in the running of Public Enterprises (which will inter-alia also cover the 
.commissioning of projects already approved) in the following directions: 

(i) Suitable briefing of Government Directors on the Board ,of 
ManagemQlUof Public Enterpnlel; 

(ii) Effective reporting system followed by performance 'Review 
Meetings; and 

(iii) Periodical appraisals by the Bureau of Public Enterprises jointly 
with the administrative Ministry, 

The above instruction also envisages that the Secretary of the adminis
-trative Ministry concerned should hold performance ReView Meetings of the 
undertakings individually, to discuss and analyse the contents of the per
iormance roports of the enterprises vis-a-vis targets laid down for tbe year 
.88 well as for the individual quarters. 

It will thus be noted that Government have now taken steps for keep
·iog a watotl over the pmgress ofconltruction of the projects and ensuring 
·that completion schedules are adhered to as far as possible, 



.' 1 . 

" ,', 
A.NNEXURE 

No. 2(34)/69-BPE(GM) 

GOVERNMENT OP INDIA 

MINISTRY OF FINANCE 

Bureau of PubUc Enterprisel 

New Delhi, the 7th July, 1969. 

OFFICE MEMORANDUM 

-, , 
; .. 

SUBJECT: Responsibility of the administrative Ministries in regard to the 
peTjormance of Public Enterprises 

The Committee on Public Undertakings (1967-68) in their Report OIl' 
National Coal Development Corporation Ltd., has made the following re
commendation (Rec. No. 74): 

"The Committee feel that the Ministry cannot also be absolved of 
the responsibility in regard to the affairs of NCDC. It is a 
pity that the Government although aware of the distreSSing. 
conditions prevailing in NCDC, did not take any effective action 
all these years to improve matters. The Committee feel that 
the administrative Ministries must keep a closer watch over 
the performance of the public undertakings under their control 
and take remedial action in time." 

2. The observations of the Parliamentary Committee that the adminis
trative Ministries should keep a closer watch over the performance of the
Public Enterprises under their control and take remedial action in time are 
unexceptionable. It is also true that this is one of the normal functions· 
of the Ministries/Departments, who do take necessary steps in th.is regard. 
However, there is obviously the need for laying down certain procedural 
requirements for ensuring the necessary accountability of the public enter
prises to Government and Parliament. This is all the more necessary in 
the context of the various decisions which have been taken recently, pur
luant to the recommendatons of the Admnistration Reforms Commission 
in their Report on "Public Sector Undertakings" on the recommendations 
made by the Committee on Public Undertakings in their Report on, 
"Financial Management", "Materials Management" etc., as well as on the 
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periodical reviews undertaken by Government on the performance of these 
eDtcrprise~ It may be mentioned that the Government's 'policy UDdedy~g 
these decisions may be broadly defined as folIows:-

(1) It is re~ised that in order to enable these. undertakings to 
work with greater autonomy, there should be sufliclent deIe-. 
gation of powers to the Public Enterprises. 

(2) Simultaneously, every effort should be made to assist the enter
. prises to secure suitable managerial talent. 

(3) In addition, measures have to be taken and guidelines laid down 
for improving management techniques in all its various aspects 
in these enterprises. 

(4) There should be an effective machinery for periodical review 
and appraisal of their performance so that defecismay be put 
right as speedily as possible. 

In other wordq, substantial powers have now been delegated to . the 
~ub1ic Enterprises relating to financial and administrative matters. While 
these enhanced powers have been conferred on the managements of the 
enterprises, the Government and the administrative Ministries will have to 
continue to be responsible for the performance of the enterprises, in ac
cOrdance with the broad programmes and policies approved by Govern-
~~ , 

3. Government have considered the directions in which action could, be 
immediately taken for making the concept of aocounta.bility of these enter
prises to Government effective and purposeful,. within the framework of 
greater delegation of powers to these enterprises to he exercised in conformity 
with the. guidelines issued on various facets of management, consequent to 
the policy. decisions taken by <;Jovcrnment. It has been decided that a 
beginning can be made for effective shouldering of Government responsi
bility in the running of Public Enterprises, which would be oriented more 
to the overall performance of the undertakings without going into matters of 
detail, in the following. directions; 

(i) Suitable briefing of Government Directors on the Boards of 
Managements of Public Enterprises; 

(ii) Effective reporting system followed by. ,Performance Review 
Meetings; .and 

(iii) Periodical appraisals by the Bore"u of Public Enkrprises jointly 
witll the administrative Ministry. 

111 L.S.-9~ , . 
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As regards (i), the administrative Ministries shoUld develop appropriate 
arrangements for the briefing of their repres~ntatives on the Boarelsof the 
enterprises concerned. As regards (ii) the administrative Ministries should 
prescribe . suitable reports and returns to assess their performanc.c. What 
methodology should be followed for this purpose is· for the Ministries to 
consider, since there cannot be uniformity in the matter. It has further 
been decided that the Secretary of the administrative Ministry concerned 
shouldltold a Performance Review Meeting with the Chief Executive in
dividually, to discuss and analyse the contents of the performance reports 
of Enterprises vis-a-vis targets laid down for the year as well as for the 
individual quarters. At this meeting the Financial Adviser to the Minis
try (or Deputy Finance Adviser as the case may be) could also be invited. 
Representatives from the Bureau of Public Enterprises would attend such 
meeting. if invited to do so by the administrative Ministry concerned. 
The periodicity of such regular meetings t') be held with the Chief Execu
tives will be a matter to be decided by the Ministries themselves, having 
regard to nature and the number of units under their control and the 
urgency of the problems involved. Nevertheless such meeting should or
dinarily be held not less frequently than once in six months. While hold
ing these Performance Review Meetings the opportunity s'hould also be 
taken to discuss any "clearing-house" items which the Chief Executives may 
like to bring up. A proper agenda for the meeting should be prepared in 
advance and minutes issued later, to be shown to Minister. Actions to 00 
taken on such proceedings should also be followed up both by the admini
strative Ministries as well as the concerned enterprises As regards (iii) 
the performance appraisals conducted by the Bureau of Public Enterrrises 
of individual undertakings will continue. 

4. Ministry of Steel and Heavy Engineering, etc., arc requested to t2lke 
action, as envisaged in the proceeding paragraph, in respect of the Public 
Enterprises under their administrative oontr(l1. 

To 

(Sel.) 
(P. K. BASU), 

Director, Bureau of Public Enterprises. 

AU Ministries/Departments of the Government at India. 
Copy to; 

(i) The Comptroller and Auditor General of India. 

(ii) Production Division/Adviser (C)/ Adviser (F) ID.S.(I&R)/D.S. 
(BPE) /Plant/Finance Division. 

(iii) Heads of Expenditure Divi~ion~ in the Department of Expen
diture (with 2 spare copies). 

(Sd.) 
(P. K. BASU), 

Direrfor, Jlureau ot P/lblic ~"t(rprlSfs, 



APPENDIX X 

GOVERNMENT OF INDIA 

MINISTRY OF PETROLEUM AND CHEMICALS AND MINES 
AND METALS 

(Department of Petroleum) 

No. 15(85)/70-0R 

New Delhi, the 23rd March, 1971 

OFFICE MEMORANDUM 

SUBJECT: Re-alignment/rectification of the section of the Haldia-Barauni 
Pipeline passing over the coal bearing areas'--:"Appointment of 
an .. Expert Group to enquire into. 

The Haldia-Barauni pipeline has been so aligned that a section of its 
stretches over the Raniganj coalfield an."., between Ondal and Salanpu!'. 
In February, 1966, it was decided that a rC.itrictivediversion of the pipe
line avoiding the coal bearing areas may be undertaken. nus diversion 
has been a subject matter of examination by Shri N. S. Rau and the Com
mittee on Public Undertakings. In pursuance {If{ their findings, the Gov
ernment of India is pleased to constitute a Workins Group of the following 
experts to study and report on the neces:;ity of realignment/rectification of 
a section of the Haldia-Barauni pipeline passing over theooal bearing 
agrees:-

(i) Chief Technical Adviser to the Government of India, Ministry 
of Petroleum and Chemicals and Min&.. and Metals (Depart
ment of Mines and Metals)-Cbairman. 

(ii) Dircctor General, Mines safety. 

(iii) Mining Advised to the Government of West Bengal 

(iv) Director, Central Mining Research Station, Dhanbad. 

(v) Representative of Indian Institute of Petroleum, Dehra Dun. 
(vi) Repr~entative Oil and Natural Gas Commission. 

(vii) Representative of Oil India Ltd. 

(viii) CRPD Secretary. 
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2. Representatives of Engineers India Limited and Indian Oil Cot-
poration (Pipeline.s Division) will be invitees to the meetings of the work-
ine eroup. . 

The Working Group will have the power to co-opt such members as jt 
may consider necessary from time teo tiIt1e. 

'Ibe terms of reference of the Group are as follows:-

To 

(1) (a) to examine the techniques of pipelines' lying and mining 
practices in relation to the properties involved in t he function
ing of a modem pipeline. 

(b) Behaviour of the oil pipelines in relation to the supporting 
strata and tpe likely subsidences in the latter. 

(c) to examine properties of oil and oil products, and their be
haviour when in contact with soil or other strata. 

( d) The possibility of leakage from ail pipeline the extent to 
which the escaping oil/oil products from such pipelines can 
cause fire hazard. 

\2) After such examination to determine whether any realignment 
or rectification is necessary in th~ Ihldia-Barauni pipeline to 
meet the needs of the situation. If realignment i!l considered 
necessary, the portion that needs to he realigned and the revjs
ed alignment to be adopted. If any rectification is requir~d, 
the details thereof. 

(3) The cost of realignment/rectification. 

(4) Any safety measures, that ar~ attendant on realigmnent/recti
fication, and which should be undei. t3ken. 

(5) The Group should subinit its report to the Government within 
a period of six months from the' date of issue of this Memo
randum. 

(6) The Headquarters of the Group will be at New Delhi. 

(Sd.) 

MADHAV RAJWADE, 

loint Secretary. 
25-3-71. 

All concerned. A copy of Shri N. S. Rau'!> Report and the relevant 
extracts of the Committee OD Public: Und~l'takings Report ar~ enclosed. 



Exttdd of'pans'.35 to 7.5% oftbe Committee onPubtlc Un~· 
(1969·70) (Fonrth Lok Sabha) Sixty~sixt... Report, Indian on· Cor .. 
poration (Pipelines Diviiion). 

7.35: The Committee regret to note thut the entire question of. laying 
the pipeline through the coal bearing arca has not been dealt with care and 
caution it deserved. They note that Indian Technical opinions had been 
throughout against the laying of pipeline through the coal bearing are~. 
The Mining Adviser to the West Ben~al Governme:lt (on 17th ~ptem~!'. 
1963) followed b~ Chief Mining Adviser to the Min:stry of Mines and Fuel 
(on 14th October, 1963) and Chief Inspector of Mines, Dhanbad (on 21st 
December, 1963) had emphatically and repeatedly objected to the laying 
of this pipeline through the coal bearing area. The foreign technical ad~ 

visers of the Corporation, viz., Snam-Progetti/Bechtol however, held con
trary views and categorically stated that no tcchnical difficulty or risk was 
involved to the pipeline or to the coal bearing areas and insisted that the 
pipelines should be laid as suggested by th~m. Ignoring the wJrning of the 
Indian experts, I.R.L. acoepted the advkc of their foreign technical ad
visers' and wrote as follows in their :p.ttcr of January, 1964: 

. "There will be no danger to the pipeline if it is laid in the coal-
mines and if any protective measures are necessary for the pipe
line at certain specified p-:>ints, they w()uid be tlndertaken by 
the pipeline authorities and at the same time requested the 
Ministry to obtain necessary clearance frnut the Coal Mining 

experts." 

7.36. The Committee are surprised to find that Bechtois, the consul
tants of IRL in their letter, dated the 10th December, 1963, cOllfirming that 
the crossing of Coal Mining areas presents no technical difficulties to the 
productB pipeline stated categorically that from their experience of con
struction of pipeline in ooal mining areas in the U.S A., France and Ger
many no difficulty has been experienced. While accepting the advice, the 
Committee find that Bechtol did not point out any l'peeific instance of a 
place or area in a foreign country wh.!re the pipeJi\le has been laid througn 
tbe coal fields. 

7.37. The Committee find that while the question of laying pipeline 
through coal bearing areas was being discussed in November-December, 
1963 in consultation with the Coal Mining Adviser to the Government of 
India, the Managing Director, Indian Refineries Limited is on record as 
having stated at a meeting with representatives of BechtIs and snam 
regarding the locating of Rudrani Terminal that there will not be any 
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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 Refineries even while the discussiqns were going on with 
the Mining experts of the Government. . 

7.38. After the completion of project ~gain in February, 1965 Bechtols 
represe.ntative in Delhi wrote to their principals in San Francisco Office 
asking for advice on the problem of laying pipelines across ·co.aifields. The 
San Francisco Office replied on the 8th Fl.':bruary, ] 965 that in such matters 
"it would be nec~sary to obtain advice of a mining consultant engineer and 
they recommended.1hat 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 "safety pillars left below the town ship 
and public roadw.ays are liable to be destroyed due to the fires in the neigh
bouring goat's and that crecks extended to the surface above the safety 
pillars were omitting smoke. Mr. HeafIert of Bechtols on his note on the 
visit to the coalfields on 8th April, 1965 noticed fire on the surface.,j 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 consideration by 
snams Engineering while planning the layou1 of the pipelrne even when the 
question of advisability of laying the pipeline was questioned, both Bechtols 
(consultants to IOC) and Snam (Design Contractors) did not seem to 
have studied it in all its aspects and given 1he 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 pipe
line or lay a new pipeline over nearby areas free from coal deposits." 

7.39. The Committee furtlier find that neither Indian Refineries Limited 
nor Government had consulted the Geological SUrve.y 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 the 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, parti
cularly old ones' where working has been discontinued, fires may start any 
time. 

7.4(). Shri Raju's report was discussed at a Inter-Ministry meeting on 
8th February, 1966 and a decision was takon to "plan for a restricted 
diversion of the pipeline over the worked leased held areas within the ne~t 
two Or three yean and the pipeline permitted to be in operation till then 
with proper safeguards." 
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7.41. It was ultimately decided by the UtL Board/Government on the 
Report of a Survey and Design team set up for the purpose to a diversion 
of 96 kIDS. ·to avoid the coalfields at a cost of Rs. 195 lak·hs, which was 
sanctioned by the Government of India on 12th May, 1967. 

7.42. The Committee feel that it is indeed unfortunate that the Govern
ment disregarded the opinion of the Indian Mining Experts and completely 
relied upon the a'dvice of the foreign experts for laying the pipeline throulh 
the coalfields. As the events have proved, the view of the Indian experts 
have ultimately prevailed. 

7.43. The other poim that the. Committee have noted with regret is that 
lRL made a commitment of providing necessary protective measures in the 
coalfield area without examining and knowing the fin'llncial implications for 
Sllch a commitment and even without knowing fully that these protective 
mea9Ut'es would be· Cutiously e'I1ough the pr~ective 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 IRL/ 
Government had never""'pplied its mind to the economics o.f the protective 
measures vis-a-vis the expenses of laying new pipelines which is unpardon
able. What surprises the Committee most is that IRL/Government before 
making their commi1ment 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 
Co. (Pipelines Division) in London in 1967 taking into account the, fact 
that BOS pipelines Division were working ns consultants to Oil India in 
Naharkatiya Barauni crude pipelines. The Committee feel that the expert 
advice should have been sought at an earlier date so that their recommenda
tions about the use of regulated mining practice, adoption of hydraulic and 
stowing etc. could be brought- to th~ notice of the mining experts and mming 
concerns for consideration and allay their fears. The Committee are also 
of the view tbat the Investigation Committee which was tlppointed in May, . 
1968 should have been appoi'llted in 1963 when the Mining Advisers to 
the West Bengal Government and the Adviser to the Government of India 
had objected to the laying of pipelines through the coal bearing areas in 
no unCertain tenm and if that was done aU these lapses would not have 
Occurred. 

7.45. The Committee regret that the indifference of JRL/Government 
went to the extent of ignoring to ask for a third set of independent opiniO'D 
before accepting the defective advice. The Committee is convinced that 
such gross indifference dercliction of duty of the official of Government! 
IRL being inexcusable, impartial inquiry followed by severe punis11lnent 
of guilty officials for the lapses is called for. 
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746. The main contention of the lRL is not agreeing .10 consider the 
proposal for diversion. of alignment of the pipeline through the coal-bearing 
wea in 1963 and 1964 was that a decision to realign the pipeline would 
result in considerable delay. The Committee desired to know.the estimate 
of the delay that would have been caused, but no precise reply was forth
coming from . Government. 

7.47. The Committee would like to point out in this COD'llection the 
following two salient facts :-

The first contract for contract .for construction work was signed 
with Snam on 31st July. 1963. The First objection of the 
West Re.,gal GovernmC'llt Mining Adviser to the West Bengal 
Government to the proposed alignment of the pipeline through 
coal-bearing areas was raised on 18th September, 1963. The 
actual construction wa's started only in October, 1964. 

7.48. It is also pertinent to recall that the F;.xecutive Project Report in 
the form of "drawings and specifications" came in piece-meal kom 1963 
till ·1966 when the Pr.oject was completed. 

7.49. Another reason put forward by IRL ,for not considering realign
ment of the pipeli'lle is that it would have involved payment of damages 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 
Committe~ but judged from the, actual rate· of down time payment made to 
the contrnctor for non-availability of land etc., the ·Committee feel that its 
quantum would have been far less than the cost that would have been in
curred for realigning the pipeline at that stage to avoid the coal-bearing 
area. The least that the Committee could expect from IRL/Government 
was that they should have cdrried out a most careful appraisal of the various 
alternatives such as cost of realignment and payment of down time vis-a-vis 
the grave hazard of pushing the pipeline through the coal mining area 
against the advice of mining experts of Government. The Committee have 
pointed out elsewhere in the Report how the existing 'ali'gnment of pipeline 
~hrough the coal-bearing area is alleged to have resulted in locking up of 
coal reserves to the tune of Rs· 3.50 crores and carried an implied commit
ment to the tune of Rs. 18 crores on stowing works to minimise the, hazard 
of fire in the. area surroU1lding the pipeline. 

7.50. It is therefore, evident that in actual fact there was a . time 
lag of over one yeM" in the signing of the agreement and its execution which 
could have been used with.prudence to go into.;'.3llaspects of realignment 
and taken a decision in the overall, interest oUhe PrQject. 
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7.51. Another fact which comes prominently to notice in this case is 
that complete reliance was placed by the Public Undertakings/Government 
on foreign companies for the. prelimiJlaryproject Report, executive project 
Report, Engineering details, project execution. design monitoring aDd 
management supervision without exercising their riaht to oversee and ~cru
tinise their actions to ensure that they were in the best interest of the coun
try. The object reliance on foreign companies went to the extent of reject
ing outright the expert advice of Govemment's own Minin, Engineers. 

7.52. The Committee would like the Public Undertakinp/Gove.rnmeDt 
to learn the lesson from this costly lapse that the responSl'bility for over
seeing the work of foreign collaborators should in DO cireumstances be 
compromised and that vigilance should be exercised at every stage to hold 
the foreign collaborators responsible 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 damages suffered or shortfalls in capacity as compared to the 
designed capacity contratted and paid for. 

111 L.S.-IO. 



'APPENDIX XI 

DBPARTMEN"f OF PERSONNEL 
" 

AVD 

SUBJECT:-~Disciplina:y pr~eedings against Shri P. R. Nayak, (retd.) 

Shri p'. R. ~ayak, was due to retire from service on 25th November, 
1~70.,a.fter. c9~pl,etiDj ~S years of service .. However, the services of Shri 

'Nayak, were e~end~d upto the 25th March, .1971 under 'the proviso to 
clause (n,of F.R. 56. ' 

: 2. Meanwhile, i~ was' decided that' Shri J. N ~ 'Tab-u, Chairman Pipeline 
Inquiry Commisslon, should be requested to let the Governmept have his 
opinon uto whether,andhi respect ,'of which charges, prima facie case 
seemed established for departmental action against Shri Nayak. ShtiTakru 
submitted his preliminary enquiry report on 13th January, 1971 in which 
he stated that there was prima facie case against Shri Nayak on 13 charges 
Shri Nayak was placed under suspension on 23rd March, 1971 on the 
ground that disciplinary proceedings against him were contemplated. At 
the time of passing of the suspension order, ruling of the Supreme Court 
wa's available in two cases viz. those of Shri S. Govinda Menon and Shri 
T. N. Ghosh, that a member of an All India service could be suspended 
when disciplinary proceedings against his were contemplated. By placing 
Shri Nayak under suspension his services automatically stood extended by 
virtued of clause (ff) of F.R. 56 which provides that a member of the Indian 
Civil Service who is under suspension on a cha'rge of misconduct, shall not 
be required or permitted to retire on reaching the date of compulsory retire
ment but shall be retained in service until the enquiry into the charge is 
concluded and a final order is passed the.reon by the competent authority. 

3. Shri Nayak, filed a writ petition in the Delhi High Court against the 
order of suspension. The petition was dismissed by the High Court on 6th 
May, 1971. The High Court however, granted to Shri P. R. Nayak: Certi
ficate of Fitness ,for appeal to the Supreme Court. Shri N ayak filed his ap
peal in the Supreme Court On 20th May, 1971. 

4. In the meanwhile~ charge sheet was issued to Shri Nayak on 22nd 
July, 1971 on the basis of the preliminary report of Shri J. N. Takru, SImi 
B. R. Tandon Specia1 Commissioner for Departmental Enquiries in the 
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Central Vigilance Commission, was appointed Inquiry Officer on 17tb 
August, 1971 to enquire into the charges against Shri Nayak. The Inquiry 
Officer submitted his report on 30th November. 1971. 

5. The Supreme Court in their judgement dated 7th December. 1971 
by majority o,f 4:2 accepted the appeal of Shri Nayak and quashed the 
order of his suspension. They distinguished their earlier judgement in the 
case of Shri S. Govinda Monon and reversed the judgement in case of· Shri 
T. N· Ghosh and held that an order of suspension before the actual initia· 
tion or commencement of the disciplinary proceedings was outside the 
ambit of Rule 3(1) of the ~IS (D&A) Rules 1969, and they found no 
cogent grounds for starining the plain language of Rule 3 ( 1) ibid so as to 
extend it to cases in which disciplinary prooeedings were merely contem· 
plated and Qot actually initated or commenced. The effect of quashing by 
the Supreme Court of the order of suspensioo was that Shri Nayak was 
deemed to have retired.· There is no provision for taking or continuing 
disciplinary action against a member of the Indian Administrative Service 
who, before becoming such member was a member of Indian Civil Service, 
after his retirement. The disciplinary proceedings against Shri P. R. Nayak, 
have, therefore, lapsed in the circumstances. 

MGIPND-L-l11 L.S.-2&4-73-1375. 
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