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I, the Chairman of the Public Accounts Committee, as authorised by 
1he Committee, do present on their behalf this Hundred and Thirty-
'Seventh Report on action taken by Government on the recommendations 
·of the' Public Acoounts Committee contained in their 97th Report (7th 
Lok Sabha) on Kandla Port Trust relating to the Ministry of Shipping 
and Transport. 

2. In this Action Taken Report the Committee have expressed their 
serious concern at the tendency of the Ministries/Departments of Gov-
·ernment to prepare the feas.ibility reports project reports on the basis of 
incomplete data which would only give a'/l entirely incorrect and mis-
leading picture of the cost benefit ratio of the project to Parliament and 
the people. The Committee have stressed that sllch haphazard planning 
6s has been done in execution of Mathura Refinery where there was wide 
divergence in the FeaSibility Report and Detailed Project Report should 
be avoided in future and it mUGt be ensured that feasibility reports arc 
prepared after taking into account all relevant data so as to project a 
realistic picture. 

3. The Committee have also expressed their displeasure at the failure 
and lack of foresightedness on the part of Kandla Port Trust authorities 
by not involving the proviSions of the contract entered into with a finn , 
in October 1970 for supply of two additional barges. The Port Trust 
authorities, rather than cancelling the order by taking advantage of the 
firm's failure to deliver the barges in time kept on granting exten5ions upto 
May. 1977, and did not even insist on recovery of liquidateddamagell. 
'C-Onsidering that the existing barges were not being fully utilised, the best 
course under the circumstances would have been for the port trus1! autho-
rities to cancel the order and thus' save the Government from en infmc-
tuous investment of Rs. 5·51 lakhs. 

4. The Report was considered and adopted by the Public Accounts 
Committee at their sitting held on 29 January, 1983. 

5. For facility of reference and convenience. the conclusions and 
recommendations of the Committee have been printed in thick type in the 
hody of the Report and have also been reproduced in a consolidated form 
'jn tbe Appendix to the Report. 

(v) 



(vi) 

6. Tbe Ommittoe place CIl record their appreciation of the assistance 
1'OIIdorcd to them ill thia a~. by !be oGlco of ~ Comptroller an4 
Auditor Gau:nl 01 lD.dia. 

NEW DELHI; 

March 28, 1983. 

Choitra 7, 1905 (S), 

SATISH AGARWAL 

Chairman 

Public Accounts Committee. 



CBAPI'ER I 

REPORT 

1.1 This Report of the Committee deals with the action taken by 
Govemment on the Committee's observations and recommendations con-
tained in their 97th Report (7th LOk Sabha) on paragraph 34 of the 
Advance Report of the Comptroller and Auditor General of India for tho 
year i979-80, Union Government (Civil) relating to the Kandla Port 
Trust 

1.2 The Committee's 97th Report was presented to the Lok Sabha 
on ·29 April, 1982 and contained 60 observations and recommendations. 

Notes indicating the action taken by Government in pursuance of all 
the observations and recommendations contained in the Report were re-
ceived from the Ministry of Shipping and Transport in i:>ecember 1982. 
These have been broadly categorised as under: 

(i) Recommendations aDd observatiol16 which bave been accepted 
by Government: .-.. 

S1. Nos. 1-11, 13,  14, ~ , 22, 24-28, 33--46, 49, 51-
55, 59 and 60. 

(li) Recommendations and observations which the Committee do 
not desire to pursue in view of the replies received from Gov-
ernment: 

SI. Nos. 12, 20,  21, 29-32, 47, 48 and 56-S8 

(iii) Recommendations and observations replies to which have not 
been accepted by the Committee and which require reitera-
tion: 

Sl. No. 23. 

(iv) Recommmendations and observations in respect of which 
Government have furnished interim replies: 

S1. Nos. 15 and 50 ' 

1.3 The Committee eqJed tW final repHes to those I'eCOIDIIIeIIda 
and ob8ervations in re~  of whida only interim replies have !been ..... 
nisbed by the Government so far wiD be made available to the Co~ 
upeditlously after getting them vetted by Audit .. 
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1.4 The Committee will now deal with action taken by Government on 
lome of their recommendations and observations. 

" 

Escalation in the COst of Mathura Refinery (S. No. 6-Paro. 2.19) 

1.5 Taking serious note of b a~  escalation in cost of Mathura re-
finery, the Committee had in paragraph 2.19 of their 97th Report reoom-
mended:- ' 

"Ute, C()mmitt,ee thus observe that utilisation of the large capacity 
b,I.lUt up at VadiaN to feed the Refineries at Mathura and 
Koyali Us been very poor because of the inordinate dela.y of 
the commissioAing of the Mathura Refinery. The infonna-
tion blrnished to the Committee also shows that the cost of. 
the Mathura Refinery project has escalated from ~. 97 ct'ot-
es at 1973 price 1,evel to Rs', 253.92 crores at September, 
1981, price level. As the entire project is an integrated 
one, the Committee cannot but tak.e a serious note of' the 
huge escalation in cost on the one hand " and non-utilisatloQ 
of capacity available at Vadinar on the other, due to the 
consid«rable slippage in the Schedule of completion of the 
Mathura Refinery. The Committee expect that the Ministry 
of Petroleum. would C~ Te that 6uch costly delays are avoid-
ed. The Committee desire that the qqestiQrl of providing 
night facilities of piloting may be examined when the traffic 
at Vadinar gets augmented sufficiently to ~ f  ~~ on of 
such facilities." 

1.6 In their Action Taken reply furnished in August, 1982. tbe 
Ministry of Shipping and Transport stated as folTows: 

"So far as the coot escai/ition in re ~  of Mathura Refinery is 
concerned, the Department of Petroleum have informed thal 
the estimated CQSt of .R$. 97 crQ,fps in tbe f~ .b ' report 
of the f ; o~Y waswben 1he project .ar~e er . the rooe.~  

scheme and other infrastructure and scheme of utilities had 
yet to be finalised. As has been explained in paragraph 
2.17. the commissioning schedule of the refinery had to 
be re ~ed. The r~ ed cpst estimates approved by Govern-
ment in ~ . 1979 Ol\ the basis of a detailed project. report. 
were Rs. 192.32 crores al 1977 prices. Therefore, the final 
cost (Rs. 253.92 crores) including the cost e ~a on daring 
the cOQstruction period for setting up the Mathura RJIfi.nery 

,~ 

ftae in fact !O be compared with the approved project ctf as. 
192.32 crOtCS (1977 price basis). 
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InUay also be mentioned that in ~, ber. 1981 a Study GrQJIR. 
headed by S¥i NitinDesai, Adviser, P1annmg CollUllissiOll 
was constituted by the Department of Petroleum to (a) re--
view the changes in tho design of the projects and the costs 

of the projects since the preparation of the feasibilitY' report 
and their approval in the Government right at the start, and 
(b) to appraise the capabilities of the enterprises concerned ·in 

the preparation 0{ projects (for SlIbmission of feasibility re-

ports), cost esti·mates and to recommend what changes in the 
present system are re ~ed to greatly improve the quality of 

these. 'I'bc final report of this Study Group has been re-
ceived recently and is under examination of the Department 
. of Petroleum." 

1·7 ID their 97tb Repprt, the Committee bad pointed out that the 

!poor utilisation of the large capacity built up at Vadinar was on accomit 
-of inordinate delay in commlssioning of tbe Matbura refinery. The Com-
mittee Iud taken serious note of the escalation of cost of Mntoora refin-
ery from Rs. 97 crores in 1973 to lb. 253.92 crores at Septemher, 

1981 price level and had fJ..~d the Ministry of Petroleum to ensure that 
sucb cMtly delays were a ~ ded. In their reply, the ~ ar en  of 

Petroleum have stated tbat tbe origiual estinWe was w()rked out on die 
basis Qf tbe feasibility report of the l'Cfiery wben tbe pfoje;ct parametres, 
the proc:ess scbelQe, other nfra r ~ and scheme of utili.ies had yet 
to be futaliBed... TIle ro.~ estiJmUes worked Qot on the bftSis of detailed 

project I'8port were R.;. 192.32 crores at 1977 price level. The eom,.. 
mittee wish to express their serious concern at tile tendency of the Minis-
tr.i4!s/Departments of Government to pr,epare feasibility Reports/frojects. 
Reports 00 the ~ of n~ le e data which would only give an entire-
ly -. ~ and miskadillg picture of the ,cost benefit. ratio of the IProject 
to. Parli8,QH!ot. and the. eo l~ ... Tbe Committee stress tbat such hapha-
lard la~ bo ld be a o ~ in fqture and it. inust be, ensured that 
feasfbiHty reports are ~d a~r Caking into a~n  aU relevant data 

SO as to projed 8 realistic picture. 

PROVIDING SPARE CAPACITY FOR CLEARANCE OF ADDI-
TIONAL T~A E:l ; IlRQI4. KANI)LA 

(81. Nos. 8 .nd 9.....p ......... No. 2.16 .... 2.:r1) .... 

1.8 Expressing. their concern oyer the bUle' ~ of nationalr&-

. ~S mvolved in the movement 01· cement U>' 4istant; ~~ na llS by 
road and the bigh cost which. the o Jll' l' eJ~ t.f.t pay for this 
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eueadal commodity, the Committee bad, in paragraph 2.26 and 2.27 of 
their Report recOmmended: 

"The Committee are concemed to observe that huge quantity of 
cement-presently of the order of 3 lakh tonnes, imported, 
annually through Kandla Port, is being moved entirely by 

road to distant' destinations in Rajasthan, Punjab and Har-
yana due to the inability of the Railways to provide wagons 
for clearance of the same. It was stated in evidence that 
the Railways had expressed· inability to do so since the ce-
ment was imported in paper bags, which they were not pr&-
pared to accept. The Committee have now been given to 
understand that the Ra ilways have agreed . to provide wagons 
in block rakes but the facility iG still not being utilised be-
cause oj the inability of the Central Ware-housing Corpora-
tion who are the handling agent of the Cement Controller, 
to load the cargu sn block rakes. Since the movement of 

• 
cement of distant destinations by road is 3 to 4 times costli-
er, the Committee cannot view this situation with eqoonhnity. 
Considering the huge wastage of national. resources involved 
in such movements {lnd the high cost which the consumer hus 
ultimately to pay for this essential commodity,the Commit-
tee desire that the matter should be taken up by the Ministry 
of Shipping and Transport with the Mmistry of Railways 
and the Ministry of Commerce at a high level vrith a view 

to sorting out the problems. 

'rhe Committee need hardly point out that all talk of transport 
co-ordination would be meaningless unless it is ensured that 
commodities like cement, fertilizer etc. are carried by 
the Railways over long distances. The Committee expect 
that this matter would engage the serioUlS attention it ~e
erves and an early decision taken." 

1.9. In their Action Taken Note dated 7/13 December, 1982 the 
MiDistry of Shipping and Transport have stated: 

"The Ministry of Railways have informed that Railways' resour-
ces stan<l committed to e~ the traffic of fertilizers and POL 
and other misceUaneous imports like wheat and newsprint 
imported· through Kandla. As there  is hardly aaygenera-
tion oreovered wagons, empty wagons are being moved 
from over 500 Kms to meet the demands of this· area. Rail-
ways do not bave spare capacity for clearing additional tra-
mc from Kandla. 
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It has also been suggested by the Railway Ministry that the 
imported cement should be allotted for movoment to new,. 
areas where it could go by road. , . 

Fertilizers are already being moved by rail." 

1.10 From the reply famJahecl' by the Ministry of Shipping -.. 

Trauport, the CommiUlee note that wbereas the Ministry 01 Railways 
stand colJlJDitted to c:leartbe traffic of fertilizers, POL and other miscel-
laneous imports like wbeat and news-prbits imported t:broup Kudla 
o~ they han expressed 1heir inability.. to /provide wagoas for move-
ment of cement from Kantla on the ground that Railways did not have 
spare capacity lor dearing additional traffic from Kamila. The Railways 

have suggested that 'imported cement shoold be aJlotted for movement to 
aearly areas where it could go by road. In paragraph 207 of their 
103rd Report, (7th Lok Sabha) on "Availability of wagons on Indian 

Railways" the Committee had pointed out that the total quantity of '-'em-
ent moved by raD declined from 127.73 lakh tODnes in 1966 to 99.45 
lakhs toones in 1979 and further to (i8·.46 lakb tonnesin 1.981 (Janu-
ary-September against the stee,p increase in movement of cement by 

road from 45.49 lakh tonnes in 1976 to 76.39 lakh tonnes in 1979 and 

74.71 lakh fonnes up to September, 1981. As the movement of cement 
by road not only Ptlts additional burden on the consumer and ,roject 
authorities but also results in avoidable consumption of scarce and pre-

cious petroleum products which the country can ill afford in this ,period 
of foreign exchange difficulties, the Committee desire that the question 
of providiDR adequate wagons for movement of cement from Kudla by 
Rail and aHocation to nearby areas sbould be !iettled by negotiations 

between tbe RaHway autborities and the Cement ControDerwithout 
delay. 

Non-availability of Railway Wagons at Kandla Port (Sl. No. 15-
Paragraph 2.48) 

1.1]. Referring to the need fOr granting freight rebate for exports 
through Kendla Port with a view to augmenting the export traffic from 
Kandla and thus making available larger number of empties for the 
.import traffic, the Committee had in paragraph 2.48 of· their Report 
stated: 

"The Committee note with concern that the main handicap at 

Kandla is the n~-a a ab  of wagons. According to the 
data furnished by the Ministry of Shipping & Transport, the 
aupply of wagons against the averago daily indents was only 
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56 percent in 1979-80. 36 per cent in 1980-81 aDd 62 per_ 
cent in 1981-82 (upto Decemher, 1981 ). The Kaul C0m-
mittee had pointed out, that 10 lakh toMes of export cargo 
from the hiourrlaDd of ~ndIa is DOW being routed through 
Bombay Pon and major portion of this could be attracted to 
the Kandla Port if concession to the extent of 50 percent 
in rail freight was given by the Railways. The Ministry 
of Railways have agreed in principle to the grant of freight 
rebate for export of certain commodities on the condition 
that the Ministry of Commerce or the concerned Ministries 
undertake to reimburse to the Railways all the revenUe, loss 
on this account together with a five percent service charge. 
Since the augmentation of export traffic from Kandla would 
not 9n1y correct the imbalance between the imports and 
exports would also result in large number of empties be-
coming available for the import traffic. the Committee ,con-
sider that the question of granting freight rebate for exports 
through Kandla Port needs to be considered seriously. 'the 
Comm}ttee would like the matter to be examined by the 
Committee of Secretaries and an early decision taken there-
on." 

1.12 The Ministry of Shipping and Transport have replied 10 their 
Action Taken note dated 31 December, 1982 as follows: 

"Mini$try of Railways, with whom the matter was 'tak-'l!n u.p again 
reiterated their stand that the Railways are not in a position 
to revive tlJe freight concession for export traffic. They have. 
oowever, no ob ~ on. to operate the scheme of freight rebate 
for export for selected commodities provided the Ministry of 
C.ommerce reimbursed to the Railways all the revenue lost 
by the Railways on -this account together with 5 percent sur-
charge. Alternatively. the Minjstry directly concerned with 
the export of the-conunodity should reimburse the amount to 
the Ministry of Railways. 

The v)ews of the. Railway Board have been communicated to the 
Ministry Of Commerce' with the request that they may consider 
the $llggestioll of the reimbursement of loss suffered to 
Railway Ministry. Commerce Ministry has replied that they 
are examining the question whether such a concession can be 
made. available through Market Development Assistance 
(MDA). For this .. put'P,OSe, a PIlper is being placed by the! 
Co l~e~. Ministry before the MOlt Main ~o ee con· 
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sisting of Secretaries 0{ Commerce, Exponditure and Economic 
Affairs." 

1.13 The Committee are coastnined to note that insaIead of placiDtl . 
., matter' regarding graDt of frejpt rebate for exports tbroup. Kandla 
... before the Committee of Secretaries, the MInistry of ShIpping and 
l'r8118port had taken up the question with the Ministry of Railways who 
oaly reiterated their earlier stand that they were not in a position to revive 
the freight concession for export traftic and tJaat they would ha'nl no ob-
jedion to operate the scheme of freight rebate for export for selected 
commodities provided the Ministry .. of Commerce reimburse to them aU 
the revenuc lost On this account together with 5 per cent surcharge. . The 
MInistry of Commerce to whom the view of the Ministry of. Railways were 
communicated for necessary action, hove stated that they are examining 
the question and for this· pudpose a paper iii being plMced by them before 
the Market Development A'isistunce Main Committee. . The Committee 
would like an early decision to be taken in tbe matter, failing which it 
should be remitted to the Committee of Secretaries for a final decision. 

Better utilisation of the capacity of Kandla Port Trust 
(Sl. No. 16, Para 2.49) 

1.14 J n order to ensure better utilization of the capacity at Kandla 
\Port, the CDmmittee had in pam 2·49 of the 97th Report recommended: 

"The Committee would also like a detailed survey to be carried 
out of the export cargo from the hinterland of Kandla Port 
which is at present being routed through other ports with a 
view to devising ways and means to diveI1such traffic to 
Kandla. Such a survey should be entrusted to the inter-minis-
terial Committee on Rationalised Distribution of Cargo. The 
Committee would like to be apprised of the finding of the sur-
vey and the action taken in pursuance thereof." 

1.15 Tn their Action Taken note dated 7/13 December, 1982 the 
Ministry fo Shipping & Transport have stated: 

'. 
! I 

"The suggestion of the Committee that a detailed survey should be 
carried out to identify export cargo from the hinterland of the 
Kandla Port which is being routed through other ports, has 
been accepted. A Survey Team consisting of the Deputy 
Traffic Manager, Accounts Officer and the Statistical and Re-
search Officer from Kandla Port and one tepresentative each 
from the GujaTat Chamber· of Commerce and tndustry and 
Western Indian Shippers Association has been constituted. 
The report of the Survey Team is awaited." 
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1.16 In pDl'SlIIDI.'e of the recGlDOIendatioas made by the Committee,. 
Government have decided to carry oot a detaned survey to identify the es-
port cargo from the bJnteriand of theXudla Port which is being at pmeat 
routed through other ports. The Committee trust dlat expeditious lDellSU-

1ft! would be. taken by Govemment to .enSUft that all export fraftic wbida 
am be diverted to KancU8 Port is so diverted in order to ensure flbat tile 
capacity of the Port is faDy utilized. 

Recovery of liquidated damages from a firm (51. No .. 23, PQI'Q 3.5) 

1.17 Commenting on the leniency shown by the Port Trust authorities 
to a manufacturing company by waving the recovery of liquidated damages 

amounting to Rs· 7.08 lakh on account of their failure to adhere to the 
time schedule for supply of steel barges, the Committee had stated in 
paragraph 3.5 of their Report: 

The Committee further observe that the Kandla Port Trust 
Authorities did not take action for recovery of liquidated 
damages amounting 10 Rs. 7.08 lakhs for the failure of' the 
manufactuTing company to adhere to the time Gchedule for 
supply of steel bargcs on the ground that no loss was suffcred 

since there was no demand for barges and that even the c:tis-
ting four barges could not be fully utilised. Th~.ar en  is 
self-contradictory for the apparent reason that if the existing 
barges were not being fully utilised, there was no justification 

to go in for new barges. Tn any case, .there is no reason why 
such leniency should have been shown to the firm, The Com-
mittee, therefore, consider it to be a lapse On the part of the 

Port Trust Authorities and would like the matter to be inves-
tigated further with a view to fixing responsibility." 

1.18 In reply to the above reconunendation the Ministry of Shipping 
and Transport in their Action Taken Note dated 31 December, 1982 have 
stated: 

"Out of the six barges ordered OD MIs. West Coast Lighterage, 
Jamnagar, four barges were delivered within the period of 
extensson allowed by the Board i.e. 31.8.1976. The other 
two barges were delivered on 10-5-1977. Therefore, the que. 
tionof levy of liquidated damages as per contf'act clause arose 
in respect of the two, barges only. The contract value of theIIe 
barges worbd out to RB. 5,51,000 and liquidated damages for 
a period of 9 months @ 2 per cent per month came to 
Rs. 99,200 (18 per cent of Rs. 5,SI,102) and not Rs. 7,08 
lakhs as stated. 
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The matter regarding grant of extension for late delivery of ,the last f;WO 

bal~ e  without levy of liquidated da a e~ was placed before the Board of 
Trustees in the meeting held in Mey,. 1977. The reasons for graot 9f 
extension of delivery period in respect of the last two barges from 1st 

September, 1976 to 10th May, 1977, as mentioned in the note ~ 

to the Board in the obovc meeting are given below: 

(i) Non-availability of Uoyds tested steel pletes; 

. (ii) Frequent troubles in transporting materials due to strike of 
. transport workers; 

(iii) Non-aVailability of gas; aDd 

(iv) Power cut. 

The above reasons which contributed to the deley in the. delivery of 
two barges were considered justified by the Board and, accordingly, ex-
tension was granted after keeping in view also the fact that the Pon Trust· 
had not suffered any distinct financial loss on account of delayed delivery. 
It should be .mentioned here that though there was a clause in the con-
tract for payment of escalation on steel, on the basis of which the firm 
had claimed the escalation on steel, but it was not allowed b; the Port 
Trust. It is also relevant to mention here that the repeat order was placed 
on the firm in October, 1973, while the barges were delivered in ~ , 

1977 and during this period, there had been high fluctuations in the price 
of steel, which was the main· raw material for the barges. It may fur-
ther be mentioned that the security deposit for 4 barges amounting to 
Rs. 95,609/-and also the last stage payment of the fourth barge amount-
ing to Rs. 27,555/-were withheld fOr Jl<)n-deIivery of the last two barges 
within the stipulated period. These amounts were, however, rele3$ed 

finally when the period of delivery was extended by the Board. This in-
dicates that the Port Trust had not been lenient. It i.s also pointed out that 
judicial pronoWlCement in regard to cases of liquidated damages 'were 
clearly against levy of liquidated damages where no actual loss had been 
sustained by the party .ordering the goods .... The Committee have 
observed that the reasons given for non-recovery of liquidated damagos 
viz. that there was no loss suffered by the Port since there was no 
demand for the barges and that even the existing four barges could not be, 
fully utilised are self-contradictory. It is pertinent to mmtion that the 
reasons were given at a time when the last two barges were actually deli-
.,cred. However, this does not take eway the rationale behind the pro-
curement of barges, which was considered at a much earHer period 00: 
the basis of the then existing trend in traffic. The fact remains that . the 
demand for the barges . dwindled considerably when the barges were 
:actually received mainly due to decline in the import of foodgrains -
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eqortof . salt fl'ODl the Pon for which the barges were expected to be 
UCiIbed. 'the subsequent decline in traffic was beyond the control of the 
Port authorities as· the same. was related to the stoppage. of the imports of 
food&rains and exports of salt according to the policy of the Centnl Gov-
erilment. 

In view of the above factors, it is felt that the Board took l\ conscious 
decision not to levy the liquidated dllmages in the above case. Consequen-

dy there is no need to investigate tbe matter further for fixing responsibili-
ty in this case. 

Remarks offered by Audit 

In respect of serial No. 23 of Appendix II(Para 3.5) of the 97th Re-
port, where the Ministry has disputed the amount of liquidated damages, 
it may be mentioned that the amount of Rs. 7.08 lekhs mentioned in u.e 
PAC's report is correct. The amount represents the liquidated damages 
'l'ecoverable for 6 barges for the entire period of delay from the due date 
of delivery for eech barge to the actual date of delivery for each barge and 
as such does not require any revision. 

Further, the supply order also stipulated that if the contractor failed 
todeJiver the stores or any instalments thereof within the period fixed for 
sud! delivery, the Olairman of the Port Trust might cancel tbe contract 
or a por.tion thereof. The Port Trust which had de d ~d to purchase six 

niore steel barges and obtained the Government's approval in September 
1'975 had not gone in for these additional barges due to. the change in the 
trend in traffic. Had the action to cancel the contract for the two additional 
barges (dUe date of delivery-January 1975) been taken inste1ld of grant-
ing extension from time to time upto May 1977 idle investment on at 
IeGst two barges (Rs. 5.95 lakhs) could have been avoided. 

·JiW8Ier"t!oaataeIIts of tile MIaIItry of'SIII;piBg a Tfaasport 

, The Audit bas expressed the ~ that liquidated damages amounting 
to Rs. 7.08 lakhs are leviable on. aU the six barges for the periOd of 
delay. It is stated in this regard that separate Supply Orders were placed 
f«four barges (vide No. ST: 64 ~4 dated 8 May 1973) at the rate 
f1l Rs. 2,75,551/-per barge (total basic cost Rs. 11,02,204) and a repeat 
Older was placed (vide ST:PU0649/238 dated 5 October. 1973) 
Itn' two barges at a cast of Rs. 5,51,102/-. The Port autlsorities have lOC-
wrted that the delivery date of the four barges ordered under Supply Order 
d~ed8 , 1973 was extended from time to time having regard to an 
releYaQ!: circumstances. The barges were delivered within the extended 
dates. In this cOMection. it js relevant that the general condWon 14, read 
with special coUdition 15, of the contract conditions empowers the pur-
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chaser (the port) to grant extension of time. As the delivery of barges was 
made within the extended period of delivery, there was DO question of 
levy of any liquidated damages on these four barges under condition 5 of 
the Supply Order. The decision to grant extension had been taken after the 
Port bad been satisfied that the circumstances mentioned in condition N:o. 
14 of General Conditions and condition No. 15 of Special Conditions of 
the contract warranted such a decision. Once the extension· of delivery 
period was granted, it would be appreciated that the question of collectingl 
levying liquidated dame,es did not arise· 

. As rep.rds the other two barges for which the Supply Order was pla-
ced on 5 October, 1973, these barges were-not delivered even after the 
31 st August 1976, tbe eXtended date of delivery and were delivered actual-
ly on 10 May 1977. Thereafter, the Port authorities had placed before the 
Board of Trustees the full facts of the oase suggesting that the liquidated 
damaaes need not be levied for the period from 1 September 1976 to 31 
May 1977. It is also relevant that the maximum liquidated damages levi-

able in respect of these two barges on the basic cost of Rs. 5.51 lakhs (at 
the rate of 2 per cent per month for nine months from Septembet 1976 
to May ]977) worked out to Rs. 99,200/-. Upon full consideret.ion of the 
matter, the Board decided under Resolution No. 19 of May 1977 that the 

penalty of liquidated damages should not be levied on the Contractors. In 
the light of the above, it appears that it would not be correct to club int-
tial purchase of four barges and &ubsequ.ent purchase of two edditional 
barges for the purpose of liquidated damages as they were purchased under 

separate supply orders. Besides, as stated earlier in cases where no actual 
loss is susmined by a purchaser, liquidatoo damages cannot be enforced 
legally_ In view of the above explanation and taking into account the total 
circumstances of the case, and specially the fact that the decision in this 
case was taken by the Board of Trustees, it is felt that the IIlQtter may not 

be pursued further." 

1.19 ... para 3.5 of the 97th Report the em-uittee had relerred to 
the ~  shown by the Port Trust ........ to ........... turiag co .... 
pany for deIayiBg the supply of four &ted barges in August 1976 against 
orders placed as early 8t9 May 1973. No liquidatecl "'nwps were IcTied 
ontbe ground that the Board of Directon bad extended tile deB...,. period 
for supply of these barges uDder the ...... concI.tiM 14 IPd with Spe-
cial condition 15 of the contract which empowers the purcbar to gnat 
extelllioa of time for delivery of goods. 

1.lO The Committee DOf.e that orders lor two more ba:ges were placecl 
with the finn on 5 October, 1973 aad the supply order stipulatedfhlt II 
the conaractor failed to deUver the stores or _y instahJeuts thereof within 

3602 LS -2. 
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.. period ked for sacb delivery, lie C ....... of die Port Trust IIIipt 
eax.eI tile CQIdraet. or • p..a IIereoI. n.ese iJeI'Fs weft' agabl DOt de1i-
vered by die die 4ate i.e. .laauary 1975 .... were delivered only 
.. May. 1977. By tIIat time it IIacJ beeome quite e¥ident to 
die hit Trust atIloritieI from the tread of tnftic tIMIt it would not lit 
,.,.,.., to IIIiUIe tMse a-aes. It Is I805t 81II'pI'.isiJII that die Port Trust 
audtorides, ndaer drM caaaIIug the order by .... advantage of tile 
finD's fJlillII'e to deliver the IJarp& in ..." kept on ....... g exte_ ... 
IIDd did DOt iIISist eveu on recovery 01 liqaidatted ..... es. TheCCIIIJIoo 
miUee consider tbat uacIer the ci«ullli8fances the best coone would have 
been fOl' * Port TruIt authorities to cancel the order for these barges 
... tIms save Gcn'erIuaeat from 8D Iofructuous investment of R~. 5.51 

• Iakb8. The COIDIIIHh!e c:tmDOt but express their disp1easwe at this failure 
aad lack 0( forestpt on the part of Kandla Port Trust authorities. 

ef .~ ;n the Earning oj the  Port Railways 
(5/. No. 50-Paragraph No. 4.54) 

1.21 In para 4.54 of lhe Report, the Committe.:! had observed: 
"The Audit para has pointed out that there were deficits of the 

order of Rs. 22·36 lakhs in 1978-79 and Rs. 27.20 lakhs in 
1979-80 'in the operation ·of Port Roailways. The Co ~ 

regret to observe that the issue of payment of the r n~l  

haulage siding charges by the Railways has rertlaifr.::.d undeci-
ded ever since the booking of the goods traffic started at Kan-
dla Port in 1956. The Committee find that the real point of 
dispute is the question of payment of the' cost of st'lltl quarters 
and allied buildings which were built by the Railways as de.-

- posit works at a cost of Rs· 23.73 lakhs. The Railways' con-. 

tention is that the Port Trust should 'pay the capital cost of 
line first before they can expect us to pay rail'way hoar e~'. 

Moreover the staff were working for the Port Trust and as 
such the 'liability should be borne by them, as was the case 
with other' Port Trusts such as Cochin, Tuticorin etc. The 

Ministry of Shipping and Transport have on the other hand, 

taken the stand that the COSt of st:6ff quarters shoulQ be borne 
by the Ministry of Railways since these were built for their 
staff. The Committee consider it extremely unfortunate that 
it has liot been possible for· the two Ministries to ~ le this 
dispute for the last as many as 26 years. The Railways could 
legitimately have insisted on pre-payment of the cost of Sl' l~ 
quarters as required under rules prescribed for such depOSIt 
works in the Railway Manual. The Committee find that con-
sequent upon the eviden<:e tendered before them both by 
the . representatives of the Ministries of Shipping and Trans-
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port and the Railways, a joint meeting was beld in February, 
1982 wherein an agreement has been reached on some of the 
outstanding issues. However, no settlement .has yet been 
arrived at with regard to the capital cost of staff quarters, and 
allied buildings though the Railways have agreed to maintain 
the same at their cost aDd recover the rent from their staff. 
The Committee would impress upon the two Ministries the 
need for arriving at a decision in the matter without any fUr-
ther delay. They would like to be apprised of the outcome 
within six months." 

1.22 In their Action Taken note dated 31 December, 1982 the Min-
istry of Shipping & Transport have stated: 

"To find a solution to the dispute pending between the Western 
Railways and the Kandla Pon Trust regarding the payment of 
the cost of ~aff quarters and allied buildings built by the Rail-
ways at Kandln, this Ministry proposed an inter-ministerial 
meeting with Railway Board. The meeting is likely to be held 
soon and the Public Accounts Committee will be informed of 
the decisions taken." , 

1.23 From the reply furniShed by the Goventmellt, Commltfee note 
1hat the Ministry of Shipping and Transport have propsed an Inter.miDis-
terial meeting to find a solution to the dispute pending beiweea Westem 
RaiJway aud the Kandla Port Trust regarding the payment of the cost of 
staft quarters aad aDied bulId" built by the Railways at KamIla. How-
ever the reply 11008 4IOt clarify what aetion, if any, bas been taken by the 
M'mistry to solve the isSUe of paymelit of terminallbau:lagelsicliDg dIargee 
by tbe Railways. As this matter has, remained uudeclded ever De the 
booking of goods traftic started at Kandla, the Committee urge that COD-
certecI eftOrts should be made to settle all the pending tfl8pUfes without any 

: further loss of time. 

Management Studies (st. No. 53-Para 4.63) 

1.24 In para 4.63 of the 97th Report, the Committee had suggested 
. the setting up of a special cell to study the new management practices and 
procedures with a view to streamlining the operations of the major port,. 

-The Committee had observed: 

"The Committee were informed during evidente that most of the 
ports have undertaken special studies in specified areas such 
as flnancial management, accounts and stores nfanagement, 
workshop management, maintenance management etc. with III 
view to improving the operations. The ports have also been 
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advised to introduce modern management practiCes in the' 
various areas of activsties. The Committee consider toot the--
Ministry of Shipping and Transport should take a lead in 
the matter of introducing modern management control system 

in the V'arious ports.-To this end, it would be useful to pre-
pale a Central plan for implementation in the major ports in-
the first instance her~ in the interest of efficient handling of' 
the increasing volume of cargo trafflc it has -become impera-
tive to streamline the operations. The new management prac-
tices QIld ~ re  adopted with success in one port also 
need lobe brought to the notice-of other port authorities. It 
is again for the Central Ministry to undertake this task. The 
Committee therefore suggest that the Ministry of Shipping and 
Transport sMuld consider the feasibility of setting up a 
special Cell to study this question in the light of developments, 
in foreign countries and frame a central pkUl for introducing-

modern management practices in the ports." 

1.25 In their Action Taken note dated 3rd September. 1982 Ministry 
of Shipping and Transport have stated: 

"The need to bring about necessary changes -in the mimagerial and 
and operatioD'al inputs and introduce modern management prac-

tices at major ports has been engaging the attention of ~he 
Ministry for some time past. It is the considered view of-
the Ministry that Indian Ports ASSOCiation, which is a co-
ordinating body between the Ministry and the Ports inter-se 
should build up a group of professional experts who could 

study separately '3S well' as in' a coordinated manner, the-
different activity areas in he or ~ and in cou,rse of time build 
efficient operational systems and procedures in order to im-
prove managerial and operational performance. The Ministry 

ha.<I taken up the matter with Indian Ports Association for the 
creation of a Management Services Group as early as possible." 

1.26 The CCJIIIIIDiUee had iIlI the 97th Report emphasized the need lot· 
IIItroduclag modem Dl8ll8gement practices at major' ports with a 'fiew to 
.......... jning tile ope:ratIoas. Acrordiagly, the Minisfry have takea up the· 
III8ICter willi the Indian Ports Association which is a eoordinatiag body bet· 
weea the Ministry 8IlICI the Ports n~r -se with a view to building up a group 
or professl0_ experts who could study separately as weD as in a coorcJiDao." 
ted ........,.., the different actmty areas ia the pods and gradually introduce· 
dl.\tient operatiODal systeafi aDd procedures iii. order to impro.ve the RUIIUt'-
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~; er al and opendoDaJ '~ of tile various pons. 11Ie Committee 
-desire that ~ questioo ~ .setting up of a M ... 1DIIIIt Services Group, 
'·as eIn'isaged, should be pursued vigonnmty. NeedIeM to say, the MiIIi*Y 
,of SbIppiDg amcI TrMsport wouJcl provide the 11K . i impetus, tedmic81 ' 
:lUidance etc .• may be Deeded by dais Group aad aI8D ....ator its adivities 
"OIl a co.ntiDuous basis. . 

Development of the township under the scheme for development of SmaU 
• and Medium towns (SI. Nos. 57 and 58--Paras 5.5 and 5.6) 

1.27 In regard to the progrwnme for development of the Gandhidham 
·township the Committee had in paragraphs 5.5 and S.6 of the 97th Report 
;.recommended: 

"Since Gandhidham is a developing township WId a large number 
of industries are being set up in the private sector particularly 
in the Kandla Free Trade Zone. there is acute shortage of 
houses in the area. The representative of the Ministry of Works 
and Housing informed the Committee that jf the State Govern-
ment could draw up a programme for development of the Town-
ship under the scheme for development' ot small and medium 
towns, Central assistance for the same might be available. The 
Committee desire that ,the Ministry of Shipping and Transport 
should rake up the matter with the State Government without 
delay. 

In fact, the Committee do not see any reason, why the Kanclla Port 
Trust should continue to bear the responsibility for develop-
ment of the Gandhidham township any longer. The matter 
should therefore be taken up with the State Government and 
early decision is taken." 

1.28 The Ministry of Shipping and Transport have stated in their 
: action taken Bote dated 7113 Dccembe,r ]982 as under: 

"Ga!ldhidham township and Kandla Port are a compooite complex 

and the development of the township is, therefore, inter-linked 

with the development of the Kandla Port. As the port's pace at 
development was slow upto mid-seventies due to several fac-
tors beyond its control, this had an adverse effect on the growth 
of the township which languished and could not develop faster 
in spite of a master plan for a modem township and allot-
ment of plots at nominal prices both for industrial 'and resi. 
dential purposes. As soon as the traffic started, picking up 
at the port, the construction activity also started gaining 

momemtum. 
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Other factors which favour retainiDgof the land with the Kandla_ 
Port Trust ace the factors of economy and essentiality. Kandla 
Port is situated 'llt a distance of 13 Kms. from Gandhidham 
townsbip and the development of land near Kandla is quite 
eXJll'DSive as it involves lot of reclamation. filling, levelling artd 
pile foundation for permanent structures. Construction of 
buildings and structures nec;:ssary for commercial infrastruc-
ture connected with the port traffic is consequently mucll 
cheaper in Gandhidham township area than in the areas near 
the port. Due to this reason, it is necessary that the Port 
Trust should continue to play its present role in the <kvelop-
ment of the townsbip. It is also felt that without proper and 
adequate back-up of a modern township baving banking and 
other infrastructure facilities essential for developml!nt, 'a port 
cannot function effectively. Moreover, the Port Trust has al-
ready invested approximately Rs. 3 crores for the development 
of the township and has entered into long term leases with 
several allottees of plots over the years and any ~ . ll fer of 
the jurisdiction of the township to the State Government, at 
this stage. may not help in achieving the desired ebjectives." 

. 1.29 The Committee bad, in paras 5.5 8IId 5.6 of the 97th Report,. 
~ed tMa there was DO reason why the Kandla Port Tnast sboold COD-

tiJa.IIe to bear the respoasibiIity for development of the ~d a  Town-
sIU,p any 10.... The Committee ~had therefore desired that the luatter 
Ibould be .. ken up wida lbe State Goverameat and llI!J.earty de«:ision taken. 
The COII8I1iUee had furtbeto poiutecl out that Cen&ral assistance could be 
made available to the st..e Govemment for deveiOpmea.t of the Town-
ship III:Idft' the scheme for developmmt of HIlMI aad ..-aUaI towns SPOD-
sored by the Ministry of Works & Housing. ~ Co ... mittee are .not 
convinced with the argument that Gandbidham Township and KancBa 
Port 8I'e a composite complex and the developmeet of the Township is 
iaterlinked with the development of ibe KaadIa port. The CClf8llJliUee 
consider that while in the initial st8@es this arrangement was quite neces-
sary, a stage b1I8 now been reached wileD the Kandla Port Trost need 
not divert its resoorces for further develepmeot of 1Ihe Gaodhldham Town-
ship which should be appropriately left to die State Go¥ernment. Tbe . 
argument that the Port Trust 11M already invested 8ppI'Oximately Rs. 3 
QOreS for the development of the TUWIIIiIIip caaoot be made It ground 
for iDdefinite con8'oI of the TOWIDIIip by the Port Tnavt. Necessary ar-
rl8pllllellb ia this WIaIf caa be worked out in cOllliUltatioa witb the. State 
Govel'1lllleDt The CODIIIIittee therefOre reiterate tile recommendation made 
earlier aucI desire that the matter ·thoaId be COJI5it:Ieft.d by Government 
at die wpest level ia c01l8Ultadoa wit .. the MiniMry of Works & Housing 
aDd tile Slate Gowrnment. The COIIDI1Iittee-weuld. like ro be apprised· 
of the &naI deCision tabu in the JII8tfer. 



CHAPTER D 

RECOMMENDATIONS AND OBSERVATIONS mAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

The annual handling capacity of the Kandla Port was 9$seSSed by tho 
Kaul Committee (1978) at 65 lakh tonnes-30 lakh tonnes for the cargo 
jetties and 3S lakh tonnes for the oil jetties. In August, 1979 the Ministry 
of Shipping and Transport reas<3essed the port's handling capacity at 50.5 
to 55.5 lakh tonnes i.e. 20.5 lakh tonnes for the cargo jetties and 30-
36 lakh tonnes for the oil jotties. The· Committee find trom the 
informati()fJ now furnished that the capacity has been further 
reduced to 47.5 lakh tonnes i.e. 17.5 lakh tonnes for cargo jetties 
and 30 lakh tODnes for oil jetties, -due to the reason that only one marine 
unloader has been installed against two originally contemplated. The 
Ministry stated that upon a 'rational assessment" made subsequently it 
was found that the figure of 85 per cent berth occupancy adopted by the 
Kaul Committee was not only considered high but also undersirable from 
practical consideration. The capacity was therefore reasseaseci at 75 
per cent berth occupancy. Chairman, Kandla Port Trust stated in evidence 
that 85 per cent berth occupancy for 300 working days "is a very high 
norm for the worlc.ing of the Port. It is dangerous to work actually at 
that level. of occupancy". The Committee were further informed that major 
ports all over the world assume a berth occupancy of 60 per cent to ensure 
that the overall average pre-berthing detention period does not go beyond 
two to three days. Keeping in view the constraints of resources and the 
recommendations of  the Major or ~ Commission as well as the National 
Transport Policy Committee, the Ministry had determined port capacity. 
at 75 per cent berth occupancy. 

The Committee find that the actual berth occupancy in the cargo jetties 
was as high as 90 per cent in 1978-79 and 1980-81 and 92 per cent in 
1979-80 while in the oil jetties it was 76 per cent in 1978-79, 72 per cent 
in 1979-80 and 80 per cent in 1980-81. Audit have pointed out that 
due to various factors like pee-berthing detention, weather constraints, 
detention 00 account of lack of space in bulk storage sheds, absence of 
njght navigation facilities, shortage of pilots, labour problems etc. the 
effective capacity of the port has varied from 67 to 73 per cent in. the 
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case of cargo jetties ad 52 to 60 per cent in the case of oil jetties. The 

Committee have dealt with the reasons for the low outturn in subsequent 

paragraphs 01. ~b.  Report. 

l' [So No. 1 and 2 of Appendix IT (paras 2.8 'aDd 2.9) of 97th Report of .. 
PAC (7th Lok Sablla)] 

No comments are required. 

[Ministry of Shipping & Transport O.M. No. PWIPGA!12182 dated 

7113 December. 1982} 

The Ministry propose to provide  additional berthing facilities in the 

current ~lan at an estimated cost of Rs. 41.18 crores. The Committee 

wooJd like to impress upon the Ministry the need to review critically the 

various factors hindering smooth operations at the Kandla Port .. and to take 

concerted measures to improve efficiency and ensure better outtum before 

taking any major investment decision. 

[So No.3 of Appendix II (Para 2.10) of 97th Report of PAC 

(7th Lok Sabha)] 

The Committee's recommendation has been noted. 

2. Incidentally, it may be added that major investment de ~ n the 

current plan relate to (1) construction of additional cargo berth, (2) 

replacement of the second oil jetty, (3) procurement of S wharf cranes, 

and (4) construction of a deep water cargo, berth  at Vadinar. The first 

3 works are already in progress and are likely to be commissioned in 

1982-83 and 1983-84. The investment decisions in respect of these have 

been taken after considering various· constraints in regard to berthing and: 
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.cargo bandling facilities. the future traffic patterns, rate of return apected 
hom the capital investment, etc. 

3. Appropriate measures have been taken by this .Ministry to improvc 
..efficiency and to ensure better ootturD. Thb bas considerably increaae4 
the productivity of Kandla Port as will be seen from. the comparative figures 
of traffic, cargo bandle,i per ship alDd average monthly waiting time of 
'Vessels forbertbing in June, 1981 and June, 1982 indicated below:-

June, June % variati-
J9Bt.Z 1981 on 

(i) Traffic 1:1,18,000 5,7+0000 (+)111& 
tonne. tonne I 

.(ii) Cargo handled per ship-

Dry Bulk 1,3«.2 l,a8i (+)5 
tonnes tonne. 

Break Bulk 700 630 (+)11 
tonne, t.)nnes 

'(iii) .o\ I'~ra e m lnthty w.liting time of velie I for berthing 3.12 
days 

4'~ 
da~ 

(-):19 

[Ministry of Shipping & Transport O.M. No. PWI,PGA112182 dated 
7/13 ~~ 1982] 

The Committee find that as against the installed capacity of 120 lakh 
tonnes per annum at the off shore oil terminal at Vadmar the traffic in 
-crude oil actually handled amounted to as Iowa. .. 13.35 lakh tOlJlles in 
1978-79, 31.01 lakh tonnesin 1979-80 and 38.56 lakh tonnes in 198()-81. 
The under-utilisation is stated to be due to less import of crude oil. This 
in tum is stated to 'be due to tbe fact that the Mathura Refinery bas not yet 
been fully commissioned. As per the original schedule, the refinery was to 
be commissioned in April, 1978. For various reasons the completion of 
the refinery has been delayed and it is nOw expected to go on stream in 
April, 1982. The Committee observe that due to the delay in the com-
pletion of the Mathuta Refinery the Viramgam-Mathura section of the 
pipeline had also to be delayed. The pipeline system was commissioned 
in March, 1981 whereas the trial run of the MathuTa Refinery was carried 

out only in the first week of January, 1982. 

[S. No.4, Para No. 217 of 97th Report of PAC (7th Lok Sabha)]. 
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Acdoa TIkea 

The Ministry of Petroleum 'have informed that as per the' original 
schedule approved in August, 1973, the refinery was to be commissione,d 
in 1978. But in view of the subsequent developments in the field of 
petlolewn, particularly the steep increase in the world erude oil prices, the-
need to conserve the consumption of petroleum products and the difficult 
resources position, the execution of the project was delayed, the revision of 
the commissioning schedule of the refinery was considered by the Govern-
ment in August/September, 1975 and the schedule was revised for mechani-
cal completion to take place by the end of 1979 and commissioned by 
April. 1980. But this schedule could not be adhered to due to certain 
. reasons viz. the major once being (i) delay in respect of working drawings 
from the Soviet Union and consequent delay in taking procurement action 
in respect of indigenous equipment and materials; (ii) delay in the '.;upply 
of equipment and materials by indigenous and foreign vendors; (iii) the 
need for considerable amount or re-engineering required on the drawmgs 
received from the Soviet Union to take into account the purchase of indi-
genous equipment and materials; (iv) unprecedented rains and floods that 
took place during the year 1978; (v) continuous labour trouble experienced 
by the various contractors at site from October, 1978 to mid 1979. at).d 
(vi) power cut imposed by the State Government from September, 1979 to 
mid A,pril, 1980. 

The Salaya-Matbura Pipeline is envisaged to cater to lhe "needs of ex.-
pansion units of the Gujarat refinery and the Mathura refinery. In th.e first 
phase, the Sala a~ ra a - o al  Section of the pipelines and the faci-
lities at Vadinar were to be commissioned to cater to the needs of the 
Gujarat refinery expansion units. These facilities and the Gujarat refinery 
expansion units were commissioned at the same time in September, 1978. 

In tbe second phase, the Viramgam .. Mathura Section of the pipelines 
was envisaged to be commissioned by ar~h, 1980 to synchoronise with the 
completion of the Mathura refinery in April, 1980. 

From the above, it will be seen that the facilities at Vadinar were not 
envisaged to be utilised in full in the initial stage itself. The scheduled 
completion of the Mathura Refinery could not be adhered to due to tbe 
reasons explained above, . 

[Ministry of Shipping and Transport (Ports Wing) 
O.M. No. PW/PGA/l2/82 dated 7/-13 December, 19'82]. 

Rec:0IUleIldadea 

The Committee have been assured that with the Mathura Refinery now 
going on stream. the Siq1e I)uoy Mooring (SBM) Sy...temwill be able to 
meet the full loading requirement for both the Mathura and Koyal! Refiner-
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ies by using large sized t,ankers for imported' crude oil provided the n,ight 
facilities of piloting are provided by the !CandIa Pon Trust authorities. 

[So No.5 (Para No. 2.18) of 97th Report oftPAC (7thLok Sabba)]. 

Actioa Taken 

It is expected that with the conunissionjng of the Mathura R.einery, 
the SBM will be able to meet the full loading requirements of botb Matbuta 
and Koyali by using large sized tankers for imported crude oil. Trial lUlls 
ot the Refinery have since started frOll1 6th 'January, 1982 and tile entire 
'I'efinery is expected to be fully conunissiOlWd in October/November, 1982. 
The question of night navigation was discussed in a meeting with the 

Department of Petroleum on lZ-7-1982 and the Kandla Pon Trust was 
asked to provide the night navigation facilities at Vadinaf at an early date .. 
This involves the positioning of 3 "L!>gistics vessels" by the Kandla ~r  

Trust to assist in the berthing of tankers at night. They already have one 
available and are making arrangements for the additional vessel required. 
Further more a OOPPLER arrangement is being installed by the Kandla 

Port Trust. 

Other arrangements required to be made such as light--up of the buoys. 

have all been-rompleted. 

{Ministry of Shipping and Transport (Ports Wing)] 
O.M. No. PWj:PGA/12/82 dated 7/13 December, 1982] 

ReeommeJldatiOn 

The Committee thus observe that utilisation of the large capacity built 
up at Vadinar to feed the Refiueries at Mathura and Koyali has been very 

poor becaU8e of tbe inordinate delay in the commisioning of the Mathura 
Refinery. The infonnation furnished to the Committee also shows that the 
cost of the Matbura Refinery project bas, escalated from Rs. 97 CrorCSllt 
1973 price level to Rs. 253.92 crores at September, 1981 price level. As 
the entire project is an integrated ODC, the Committee cannot bllt .take a 
serious note of the huge escalation in cost on the one hand 11On·utilisation 

of capacity available:: at Vadinar on the other, due to the considerable 
slippage in the Schedule of completion of the Mathura Refinery. The Co ~ 

mittee expect that the Ministry of Petroleum would ensure that such costly 
delays arc avoided. The Committee desire that the q.uestion of providing 
night facilities of piloting may be examined when the traffic at Vadinar gets 
augmented sufficiently to justify ro ~ on of such facilities. 

[So No.6 (Para No. 219) of 97th Rqx>rt of PAC (7th Lok s.abha)]. 

Action Taken 

The reasons for the deJay in the commissioning of the Mathura Refinery 
have been given in the Action Taken Notes in paragraph 2.17. So far as 
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: the cost escalation in respect of Matbura Reftoery is concerned, the Depart· 
ment of Petroleum have informed that the estimated cost of Rs 97 crores 
in the feasibility report of the refinery was when the project ara~ e er , the 
'process scheme and other infrastructure and scheme of utilities haci' yet t() 
be finalised. As bas been explained in paragrapb  2.17, the commissioning 
-schedule of the refinery had to be revised. The revised cost estimates 
.:approved by Government in May. 1979 on the basis of a detailed project III 
report, were Rs. 192.32 crores at 1977 prices. Therefore. the final cost 
(Rs.253.92 crores) including'the cost escalations during the construction 

period for setting up the Mathura Refinety has in fact to be compared with 
the approved project cost of Rs. 192.32 crores (1977 price basis). 

It may also be mentioned that in December, 1981 a Study Group 
. headed by Shri Nitin Desai, Adviser, Planning Commission was constituted 

'by the Department of Petroleum to (a) review the changes in the design. 
of the projects and the costs of the projects since the preparation of the 
'feasibility report and their approval in the Government right at the starr, IUld 
. (b) to apprise the capabilities of the enterprises concerned in the prepara-
·tion of projects (for submission of feasibility reports), cost estimates and 
., to recommend what changes in the present system are required to greatly 
,improve the quality of these. The final report of this Study Group has been 
, received recently and is-under exammation of the Department of Petroleum. 

[Ministry of Shipping and Ttansport (ports Wing) 

O.M. PW/PGA/12/82 dated 7/13 e~ : ber, 82 . 

Reeo ..... adatiOD 

The Committee observe thet a fishing jetty constructed at Kandla at a 
cost {)f Rs. 5.14 lakhs and opened to traffic in July, 1965 could not be 
'utilised for the intended purpose because of poor catch in the area. The 
Jetty is now being utilised for berthing, weekly servicing and bunkering of 
the pon craft other than dredgers. It is proposed to extend the jetty at 
an estimated cost of Rs. 89.86 la ~  to get over the operational difficulties 
in bunkering and in carrying out maintenance and repair work involved in 
dOUble banking the port dredgers with the working ships at the carg() 
berths. The modified jetty wonld enable berthing of port dredgers with 
,other port craft. The Committee expect that with the availability of a 
. separate berth for maintenance and repair work, it would be o ~ ble to 

'utilise the cargo berths to the optimum level. 

[So No.7 of Appendix II (Para 2.23) of 97th Report of PAC 
(7th Lok Sabha)] 

Action Taken 

"No specific action on the recommendation is required. 
[Ministry of Shipping and Transport (Port Wing) 

O.M. PW/PGA/12/82 dated 7/13 December, 1982]. 
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ReCOlllDle ...... 

The Committee are concerned to observe tllat huge quantity of cement-
presently of the order of 3 lakh tonDes,imported annually through Kandla 

Port, is being moved  entirely by road to distant destinations in Rajasthan, 
Punjab and Haryana due to the inability of the Railways to provide wagonS 
for clearance of the same. It was stated in evidence that the Railways had': 
expressed inability to do SO since the cement was imported in paper bags, 
which they were not prepared to accept. The Committee have DOW been 
given to understand that the Railways have agreed to provide wagons in 
block rakes but the facility is still ndt berng utilised because of the inability 
ot the Central Warehousing Corporation who are the handling agent of the 
Cement Controner, to load the cargo in block rakes. Since the movement 
of cement of distant destinations by road is 3 to 4 times costlier, the Com-. 
mittec cannot view this situation with equanimity. Considering the huge 
wastage of national resources involved in such movement and the high cost·· 
which the consumer has ultimately to pay for this essential commodity, the 
Committee desire that the matter should be takeD up by the Ministry of 
Shipping and Transport with the Ministry of Railways and the Ministry· 
of Commerce at a high level with a view to sorting OUt the problems. 

[So No.8 (Para No. 2.26) 97th Report of PAC (7th Lo1c: Sabha)] 

ActioD TakeD 

The Ministry of Railways have informed that Railways' re ~ stand 
committed to clear the traffic of fertilizers and POL and other miscellaneous. 
imports like wheat and newsprint imported through KamIla. As there is 
hardly any generation of covered wagons, empty wagons are being moved·· 

from over 500 Kms to meet the demands of thi.. area. Railways. do not 
have spare capacity for clearing additional traffic from Kandla.· 

It has also been suggested by the Railway Ministry that the imported 
e e~  should be allotted for movement to nearby areas, where it coutd· 

go by road. 

[Ministry of Shipping and Transport ('Port Wing} 

O.M. No. PW/PGA/12/82 dated 7/13 December, 1982]. 

Recommendation 

The Committee need hardly poinl out that all talk: of transport co-
ordination would be meaningless unless it is ensured that commodities like 
cement, fertiliser etc. are carried by the Railways over long distances. The 
Committee expect that this matter would engage the serious attention itt' 
deserves and an early decision taken. 

[So No.9 (Para No. 2.27) of 97th Report o~ PAC (7th Lok Sabha)]. 
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,Action Taken 

Fertilizers are  already being moved by cail. Regarding transportation 
,:of cemeAtby rail. the pOsitiOn has been explained in reply to S. No.8. 

'[Ministry of Shipping and TraASport (Port Wing) 

O.M. No. PW/PGAI12/82 dated 7/13 December, 1982]. 

RecOIDmendafiOD 

"The Committee note with serious concern that the marineunloader 
berth could not be utilised to its optimum capacity of 6 lakh tonnes per 
annum ~ a e of .the failure ·of the Ministry of Agriculture to nominnte 
suitable size of vessels for handling through the marine unloader, caked 
condition of fertilisers making it difficult to handle, slow tate of carting etc. 
The Committee find that the actual utilisation of the marine unloader ~ as 

low as 43 per cent in 1978-79, 50 per cent in 1979-80 and 54 per cent in 
198()..81. The Committee have been infonned that the perfonnance. of the 
equipment is dependent on normal operation of the entire system including 
the regular . clearance of fertilisers from the Port and adequate storing 

·facilitie8 thereof. The Committee are surprised to note that during 
1979-80, there was no clearance on as many as 104 days while h~ opera-
tions were affected for another 54 days due to 'go-slow' by f.e.I. labour. 
It is unfortunate that as a result of under utilisation of the unloader, 310 

strip days were lost by way of pre-berthing detentions. Of these, as many 

as 161 days were lost due to buncbing of ships." 

''The Committee consider that this is indicative of the clear failure of 

the Department of Agriculture to plan the arrival of fertiliser vessels in a 
phased manner. The Committee have been informed' that a standing 
Tnter-ministerial Committee on RatiOJ1<uised Distribution of Cargo has' been 

in eltistencesince February, 1978. The Committee consists of the represe'D-
tatives of the Ministries of Shippmgand Transport, Agriculture. Commerce, 
Stee) , Civil Supplies, Olemicals and Fertilisers etc. all well as the represen-
tatives of the Shipping Corporation of India and the Indian National 'Ship-
owners'. AsSOCiation. It is charged with the responsibility of planning, 
portwise. import/export of bulle cargo with the object of utilising the capa-
city in the ports and avoiding congestion. It is surprising that de ~fe the 
existence since 1978 of a oord ~ n  machinery representing all the 
concerned interests. jf has not been possible for the Ministry of Shipping 
and Transport· to ensure full utilisation of the capacity avaHabie at Kandla 

'. Port." 

[5. No. 10 and, 11 of Appendix IT ~ra  2.38 and 2.39 of the 97th Report 

of the PAC 0981-82) (7th Lok Sabha»). 
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Actin Takea 

The position in respect of the points raised by PAC in respect of under-
. utilisation of the marille Wlloadcr is . as follows:-

(a) Type oj ships 

During 1979-80, 18 ships were handled at Marine unloader. Out of 
these ships 17 numbers were bulk carriers and deall~ suited for marine 
unloader. One vessel was tween decker. After partial discharge with the 

help of marine uDloader, this vessel was shifted to another berth for dis-
charge of the balance quantity. Thus it will be seen ·that during 1979-80 
the . ships of the right type ~ere nominated .at Kandla for being handled 
with the help of marine unloader. In the subsequent years also, the suit-
ability of ships for being handled with the marine unloader was kept in 
view. 

(b) Nature of the cal'go 

Fertilisers are highly hygroscopic in nature. They have the tendency 

to cake/harden when exposed to mQist atmosphere of the port. In order 
to reduce the hygroscopicity, the Department of Agriculture have ~n 
insisting on coating/treating fertiliser to be imported in bulk with ami-
. hygroscopic material like parafonnaldehyde etC. In the purchase contracts 
the specifications clearly stipulate such coating/treatment. This reduces 
the hygroscopicity of fertilisers and reduces ,the chances of caking. More-
over, all the precautions are taken at the time of loading and during voyage 
to ensure that material comes in free-flOwing condition. However, in some . 
cases due to weather conditions or rough sea during the voyage the material 
gets a little caked. Once the material gets a little hardened or caked, the 

rate of unloading gets affected. This will certainly affect ·the rate of 
utilisation of the marine unloader from the macro level. This is beyond 
the control of Agriculture Ministry. 

(c) Rote of clearance 

During 1979-80, there was 'nO clearance on 104 days. Wi.th better 
olanning this was reduced to 84 days in 1980-81 and 82 days in 1981-82. 
The lack of clearance depends on a number of factors, including the supply 
of wagons by the Railways. While calculating the capacity utilisation this 
factor is to be taken into accouDt, as this ultimately backfires on the 
unloading by the marine unloader. The' quantity that could have been 
handle during this period in the three preceeding years 3re indicated 

beJow:-

1979-80 
1980-81 

1981-82 

(Figures in lakh tannes) 
2.43 
1.75 

• 2.02 
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(d) Design deficiencies 

The mariDe unloading at Kaodla is the first of its kind in India. During, 
its operation, the following deficiencies were observed;- . 

(i) The existing pay loader for collecting the bottom cargo! 
sweeping is not adequate for the purpose. 

(li) The bulk storage is' not adequate in capacity nor is it correct 
in desip resulting in seepage of water in the storage. 

(ill) R.C.C. hoppers of the bagging plant require change. 

All these deficiencies have their impact on the utilisation ·of the marine 
unloader. They have been attended to and corrective action (in this regard 
please see the concluding para of the reply) ha5 been taken in respect of 
some items and is being taken for the remaining items. 
(e) Bunching of thi! ships 

In a continuous operation throughout the year bunching of the ships 
is unavoidable and beyond the control of any Ministry. The bUnching 

a ~ place on account of a number of factors" the important being late 
arriftl compared to the scheduled date became oT rough. weather during 
the voyage, lower speed due to engine problem or longer time in loading" 
and slower discharge rate of the earlier vessels at the destination port. 
Even the weathcc conditions can delay the release of earlier \'esseIs. But 
by better planning the pre-berthing detention has been reduced from 72' 
days in 1979-80 to 27 days in 1980-81, 18 in 1981-82 and 2 in 1982-83. 
Even the ship days lost due to bunching of vessels t\t Kandla were reduced 
from 16i days in 1979-80 to 36 days in 1980-81 and 21 days in 1982-83. 

As regards the phasing of the arrivals, all efforts are made to ensure 
that the arrivals are even through-out the year except in Monsoon months. 
However, as has been explained earlier, a number of facto1"3 beyond the' 

control of Ministry IGovernment are involved, like, the delay at the loadin.g 
port, weather conditions, condition of the sea, the labour situation at the 
discharging poFl. mechanical failure of the marine unloader, etc. All efforts 
are, however, made to ensure that the import of fertiliser is phased evenly. 

It may also be mentioned here that against the optimum capacity of 
175 tonnes per hour for free-flowing cargo and in ideal operation, the' 
achievements dl;lrmg 1979-80 to 3982-83 are as follows:-

1979-80 146 MT 

1980-81 130 MT 
'" 

1981-82 154 MT 

1982-83 186MT 

(Upto 'July) 
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It may also be mentioned here that if we take the quantity lost due to 

JlOI2-clearance of cargo, capacity utilisation with reference to total optimum 
capacity of 6 lakh M1' has been ()f the follOWing order:-

1979-80 80.83% 
1980-81 70.16% 
1981-82 74.83% 

In Order to improve the efficiency, the Government have also taken the 
following steps:-

(a) Muriate of Potash is being handled now with the help of marine 
unloader. 

(b) The sanctioned for ru:quiring crawler dozers aDd clean-up units 
has been issued. 

( c) The Port Trust have been told to rectify the deficielices in the 
bulk storage as well as at the bagging plants. (Copy 
enclosed). 

[Ministry of Agriculture (Deptt. of Agri. "Coopn.) O.M. No. 17-66/81-
MSHP, dated 18th November, 1982, Action Taken note .forwarded by the 
Ministry of Shipping & Transport O.M. No. PW/PGA/12/82 dated 7/13 
December, 1982]. 
B.P.SlKDER 
Director (Fert. I) 

D.O. No. 12-1/82 .. MSHP 
'-iGdveTi!ment of India 
-, · MINISTRy OF AORICUr.:rURE 

Dept. of Agri. & Cooperation 
New Delhi. 

Dear Shri Verma, 

~ .' '", 
Dated the 9th September, 1982 

Please refer to your 00 letter No. MU/GN/1312-HI dated 2{}.8·1982 
reprding rectification Cif various deficiencies obseived in· the Bulk: Storage 
and the Bagging Plant dl the marine Ullloader complex. 

It is felt that BPI may be requested by Kandla Pott Trust, at whoso 
instance BPI' have been awarded the work of preparation of techDo-
economic feasibility report for the setting up of a second marine udJoader 
with conneetedbulk storage' facilities etc. at Kandla port, to suggest 
remedial measures and indicate the costs involved therefor, for the various 
deficiencies observed by Kandla Port Trust wllne operating and maintaining 
bulk fertiliser unloading and handling project on 'behalf of Department of 
Agriculture. In case, there are some problems in entrusting this work: to 



BPI, Kandla ·Port Trust may themselves suggest the remedial measures and 
the costs involved fQt. implementing these remedial measures so that 
necessary f n~  may be made available by this oepartment ,to K:PT for 
underta.kmg this work. 

With kind regards, 

SHRI S. L. VERMA. 
Chairman, 

Kandla Port Trust, 
Post Box No. SO. 
Gandbidham (Kutch)-370201 

Adloa Tate. 

Yours sincerely. 

Sd.I-B. P. SImER 

Agriculture Ministry ha.ve informed that all efforts are being made to 
ensure that the 'fertilizer vessels arrive in a phased manner throughout the 

year except in monsoon months. However, a number of factors beyond 
the control of the Ministry like the delay at the loading port, weather con-
ditions, cODditions at sea. lower-speed of vessels due to engine problems, 
labour situation at the discharging port, mechanical failure of marine un-
loader etc. ~ some times responsible for the bunched atrivMs of ships. 
They have further informed that by better planning, the ship days lost due 
to bunching of vessels at Kandla were reduced from 161 days in 1979-80 
to 36 days in 1980-81 and 21 days in 1982-83 (So far). 

It is again reiterated that the role of. the Standing Committee on 
Rationalised Distribution of Cargo has been to achieve better utilisation of 
the capacities of the ports, but the intention is DOt to impose allocations but 
to seek agreed solutions. Due to the various efforts made by the Ministry 
and the port, the ~r en a e utilisation ~f total capacity of the port which 

was about 64 per cent during 1980-81 increased to 73 per cent during 
1981·82 which is considered satisfactory. During the period April-
September, 1982, the port handled 6.54 million tonnes of cargo as against 
4.38 million tonnes of cargo handled during the corresponding period of 

last year. This represents an n rea~ of 49 per cent. 

[Ministry of Shipping and Transport (Ports Wing) O.M. PW /PGA/12/ 
82 dated 31 December, 1982]. 

RecOlDJlleDdation 

The Committee find that another importantfatcor affecting the opera-
tions at the Port is the slow clearance of imported cargo because of the 
inadequate a'Y!lilabiJity of railway wagons both on the BG and MG railway 
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~ system. The Committee have dealt with this aspect in a later section 
·of this Report . 

. So far as fertiliser traffic is concerned the Committee are distressed to 
.find ·that the availability during the year 1979-80 averaged only 56 wagons 
(both BG and MG) against the daily quota varying from 85 to 135 wagoJis. 
It has been argued on behalf of the Railways that they are required to 
.. undertake considerable amount of empty haulage of wagons became 
,of the imbalance between the import and export traffic at Kamila. 

The Committee consider that it may be ~ ef l to associate the railways 
with the standing Inter Ministerial Committee on Rationalised Distribution 
. of Cargo so that a well coordinated plan of movement of traffic to and 
from. the various ports, particularly the major ports, can be drawn up 
. and mpJemented. The Committee would therefore, like the suggestion 
to be examined in the context of enlarging the powers, scope and functions 
-of this committee. 

[So No. 13 (Para No. 2.41) of 97th Report of PAC (7th Lok Sabha)] 

Action Taken "" 
The representatives of Railway Ministry is already a member of the 

. Standing Inter-Ministerial Committee on Rationalised Distribution ot 

Cargo, 'r~ its inception. 

[Ministry of Shipping and Transport (Ports Wing) O.M. PW/PGA/12/ 

.82 dated' 7113 December, 1982]. 

Recommendatioa 

The Committee observe that the share of cargo handled on private 
'account at Kandla POrt has increasoo from 1.50 lakh tonnes in 1979-80 
to 4.00 lakh toones in 1980-81 as a result of package of incentives off-
ered in 1979. Even so, it accounts for only 8 per cent of the total traffic 
handled during that year. The Committee have been infonned that the 
" general cargo traffic on private account has not developed to the desired 

level because of lack of regular and frequent liner services from the. 
Kandla Port and absence of any hinterland generating ~h cargo since 
the entire area contiguous to 1he port is commercially and indll'strially 
backward. Till recently, the industries located in the KandJa _.free Trade 
Zone could not generate sufficient volume -of general cargo traffic which 
acted as a dis-incentive to the liner vessels calling at the port. The 
"Committee have. however, been informed that sinCe November, 1981 a 
'Soviet Shipping Company is calling regularly at the port and the latest 

assessment is that industries in the Kandla Free Trade Zone would gen-
'erate about 700 tonnes of export cargo every month. The Committee 
were also informed in evidence that export cargo which is a very sensi-
tive cargo needs a very special infrastructure. The private trade there-

fore prefers Bombay where all the fa l e~ are available. 

ytS. No. 14 (Para No. 2.47) of 97th Report of PAC (7th L.ok Sabha)). 
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Aedoa Taken 

~e observation of the Corn . ~ has been noted. It may also be 
men honed, here that the traffic on private aceotlb.t Jutndled' at Kaitdfit; 
Port during, .,981-82 was 7.47 lakh tt)'nn"s out, of a total ttafik of 55.30 
lakh tonnes. The share of traffic on rdvllte account· has thUs re~ ed 
from 8 per cent in 1980-81 to 13 percent itt ' f ~82. Further with 
the commencement of the container traffic, the volui11e of expons frOin 
the industries located in the. Free 'Frade Zone ~a  also inCreased subs-
tantially. At present, 200 containers are being loaded every month for 
shipment to USSR Ports and according to the present indications,. the 
container traffic will increase gradually to 700 containers With effect from 
April, 1983. Some of the exporters in Nonhern Indian have alSo DoW 
started routing their export through Kandla Port. 

[Ministry of Shipping and Transport OM. No. PW /PGA/12/82 dated 

7/13 Decemberf, 1982J. 

~  

The Committee would also like a detailed survey to be carried out 
of the export cargo from the hinterland 'of Kandla Port which is at 

present being muted tbrough other ports with a view to devising ways 
and means to divert such traffic to Kandla; Such a r ~ should be 
entrusted to the Inter-Ministerial Committee on Rationalised Distribu-

tion of Cargo. The Committee would like to be apprised of the findings. 

of the survey and tho action taken in pursuance thereof. 

[So No. ~ (para No. 2.49) of 97th Report of PAC (7th Lok Sabha)] 

Adloa Taken 

The suggestion' of the Comtilitteethat a detailed survey sliould be· 

carried out to identify export . cargo from the hinterland of the Kandla 
Port wbich is being routed through other ports, has been accepted. A 
Survey Team consisting of· the Deputy Traffic Manager, Accounts Offi-
cer and the Statistkal and Research Officer from Kandla P<1rt and one 
representative each frotn the Ottjl1rat Chamber  of Commerce and Industry 
and Western rodian Shippers Association has been constituted. The re-

port of tbeSurvey Team is awaited. 

[Ministry of Shipping and Transport (ports Wing) O.M. No. PWIPGAI121 
82 dated 7113 December, 1982]. 

The Committee regret to observe that the progress of setting up 
indUstries in the Kandla Free Trade Zone which was set up 3.$ far back as 1O.! 
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~5. is .very tardy. So far only 60 units have startCd functioning. The 
~.: l  IS stated to have got accelerated since 1980-81 when the exports 
. Increased .to Rs. 25.51 crates from Rs. 9.40 crores in the previous year. 
During 1981..82 {{).pto December,f981), the exports are stated .to have 
,been of .the o~er of nearly 1\8. 4Scrores and thototBl exports during 
the year areexpectt ,to be of ,the order ofRs. 69 crores. ' 

[So No. 17 of Appendix II (Para 2.63) ~ 97th Report of PA,C 

(7th Lot Sabha)] 

Action Taken 

It may be noted that 'tbe and~a Free Trade Zone has been able to 
achieve a remarkable progress during the year 8 ~82. Export d r~ 
ing this year touched the figure of Rs. 70.04 crores against the target 

'of Rs. 40 crOIes. The e o~ perforlJlance: of the Zone from its iDcep-
. tion is as follows 

Year 

1965-66 

to 

1975-76 • 

1976-77 . 

1977-78 . 

1978'79 . 

1979-80 . 

1980-81 

198,-82 . 
• ___ "a ______ 

Units Exports 
Working (Rs. in 

lakhs) 

-,----

!/:J 6g6 

35 3,,)2 

38 471 

43 553 

+5 940 

5~ 2551 

67 j(lU+ 

It may be seen that the exports during 1981-82 were more than the 
, total expons till 1980-81. Target for 1982-83 have been fixed at Rs. 100 
crores. 

LMinistry of Commerce, U.O. No. ]04-82-FIZ dated 22-12-82. 
'Action Taken note forwarded by the Ministry of Shipping Jmd Transport 
O.M. No. PW/PGA/12/82 dated 31 December, 19821. 

RecolDJDell4lation 

The Committee find that the value added to the .exports from the 
Kandla Free Trade Zone was nearly 70 per cent in 1972-73. There 
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has been a persistent decline since then and the figure came down tOl' 

46.28 per cent in ~8 . During 1980-81 there was slight improve-
ment when the figure stood at $0 per cent. During 8 ~82 (Upto. 

December, 1981) the value added was 48 per cent. The Committee do 
not see any reason why the units which have got "l1y stabilised by now 
should not be able to show better results over the years. The Committee, 
therefore, c'Onsider that the matter needs to be examined in greater de-· 
.tail. The Committee would like to be apprised 0{ the results of such 
study and 'remedial measures taken id pursuance thereof. 

[So No. 18 of Appendix II (Para 2.64) of 97th Report of PAC (7th Lot:-
Sabha)]. • 

Action Taken 

The average annual value addition achieVed by the units in the Kandla 

Free Trade Zone is as follows: ' 

year 

'97'-72 • 

'972-73 . 

H)73-74 . 

1!)7.J.-75 . 

'975-76 • 

'~ - 8 . 

'97S-79 . 

1979-80 . 

.. 

_.-
P!rccn-
a~ of 
v"l.t" 
addition 

5R.Il.j. 

69·93 

66.76 

52.64 

61.5. 

62·51) 

611·56 

54· '5 

¥o 23 

.'i0.oo 

4R.oo 

As it would' be seen from above that except for the year 1972-73 
where the value addition was about 70 per cent value addition in other 
years has ~en fluctuating from 46.28 percent -to 66.76 per cent. The 

reason of the high value addition in earlier yeaTS was that the units in 
the Zone were mainly engaged in the manufacture of simple goods like 
stainless steel  utensils, embroidered sarees, roasted salt peanuts and plastic 
goods etc. The raw material required for the manufactore of these goods 
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is mainly available indigenOUSly and hence these units were able to show 
a high value addition. However. in the subsequent years, the· units are 
engaged in the manufacture of sophisticated products, sw::h as, fur fabrics, 
acrylic knitwear, cosmetics, men's wear, spectacle kames and pharma-
ceutical. In all these cases, the raw material are usually imported 
to comply with the quality requirements of the finished products and 
to that extent result in comparatively low value addition. These unitS 
would also need to stabilise themselves in the expon markets before they 
can increase the added value content. However, it may be mentioned that 
the minimum value addition prescribed for setting up 6 unit in the Zone 
is 30 percent only, whereas the average added value for the year 1981--82 
. has been 48 per cent. While sanctioning projects, emphasis is being laid 
on progressive increase in the value addition to the extent .feasible. 

It may be pointed out here that a number of units have been approved 
during t 981-82 with value addition upto 70 percent. It is expected 
that when these units go into production the overall value addition of 
the units in the Zone would improve. 

[Ministry of Commerce, U.O. No. 10-4-82-Fl'Z. dt. 22-12-82 Action Taken 
note forwarded by the Ministry of Shipping & Transport O. M. No. PW / 
PGAj12j82 dated 31 December, 1982]. 

RecommeBdation 
... ~ .. 

The Committee find that nearly 75 per cent of the exports from Kandla 
. re ~ Trade Zone are meant for the Soviet Union. dovernment have 
decided ,that exports to rupee trading areas will be treated on par with 
imports from general currency areas in ord·er to balance the trade with the 
Soviet Union particularly beoouse of higher imports of crude oil from that 
country. The Committee took note of the assurance given to them that 
the. Ministry of Commerce as well as KandJa Free Trade Zone Board are 
fully awar-e of the need to diversify the markets. The Committee would 
like to be apprised of the specific steps taken in this direction and the 
results achieved. 

[5. No. 19 of Appendix II (Para 2.65) of 97th Report of PAC (7th 
Lok Sabha).] 

Action Taken 

The Ministry of Commerce and Kandla Free Trade Zone Board ate 
fully aware of the need to diverSify tbe market for our exports. Zone 
units have been advised and 'encouraged to diversify the markets for their 
products to avoid over dependence on any single market. The' Govern-
ment at present is considering a proposal for sending a Sales-cllm-Survey 
Team to Middle East, Africa and Western Europe for locating new 

markets. 
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~ of ~~, U.o. No. lO/4/82-FI'Z, dated 22-12-82 
A.cQoQ Taken pOle forwerdcd by t4e Ministry of Shipping" Transport 
O,M. NC). PW/lPGA/ll/&2 dated 31 December, 1982.] 

.. OIU.· ••• tioB ., 

It is interesting to DOte that the repeat order for supply of these two 
barges was placed on the same firm in October 1973 at a cost of Rs. 5.95 
Jaldas (against administrative apProVal to the estimate of Rs. 6.211akhs) 
ad. asain without calling f~r tenders. The Committee would like to be 
apprised of the reasons why orders for the barges  were placed on thC: firm 
in question without calling for tenders. . 

(S. No. 22 of Appendix II (Para 3.4) of 97th Report of the PAC (7th 

\;/1.: • Lok Sabba).] 

Actioa TIIbD 

The Ole.innan, Kandla PDft TJ'1J&t, has reported that it was fouDdfrom 
tbe quotations received in December, 1972 (which were approved by the 
Board in March, 1973) that the price quoted by MIs. West Coast 
Lighterage Co. Pvt. Ltd. was more favourable as compared to the other 
quotations, and it was also considered reasonable. The Port Trust 
authorities felt that they were not likely to get any better offers than that 
of Mis. West Coast Lighterage, even QIl reinvitation in tSe context of 
escalation in prices of construction of barges, tugs, launches, etc . .In view 
of 1!iis consideration, thepropooaJ to place repeat order for the two barges 
on the same firm was apprOVed by the Board in ·June, 1973 and by tho 
Government in September, 1973. Thus, the repeat order was placed on 
the firm on 5th October, 1973.to get the advantage of favourable price . 

. [Ministry of Shipping & Transpon (ports W'mg) No. PWIPGAl12182 
dated 31 December, 1982.] 

The Audit para reveals that the new barges were utilised only to the 
extent of 22 per cent till 31 March, 1980. The Committee are not con-
vinced with the argument that the barges  were required to maintain 
minimum cargo handling equipment ITe~ e e of their tOO per cent 
utilisation. The Committee consider that while a certain amount nf 
cushion may be necessary and desirable, there is no justification for making 
investments to assets to such an extent that their a.cquisition becomes 
redundant. The Committee expect that such situations will be avoided. 

[S. ;No. 24 of Appc!1dix II (P'<\ra 3.6) of 97th Report of the PAC (7th 
Lok Sabha).J 
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The Committee's observations have been ,noted· However, it may 
"11180 be pointed out that the small number of barges planned by the port 
~ to meet its commitment to the trade. However, looking to the trend 
1D traffic and at the request of the u.c;ers, the Board had taken a decision 

,to procure six more steel barges of 150 tonnes capacity each in December. 
:1974 at an estimated cost of Rs. 24 lakhs. Including the six steel barges 
·.,rdered earl ~r, it was QJtpected b~  the pon could carry on lighterage 
activity with 12 barges. The Government bad also accorded their approval 

to ,the above scheme of acquiring six more steel barges at an estimated 
,~  of Rs. 24 lakhs in September, 1975. However, after the approval 
·of tbe Government, the trend in traffic had undergone conSiderable change 
and therefore decision WaG taken not to procure additional six barges as 

stated above and thus an additional investment of Rs. 24 lakbs was not 
made. 

[Ministry of Shipping & Transport O.M. No. PW/PGA/12/82 dated 
7/13 December, 1982.] 

RecommeadatiOll 

The Committee find that due to high COSt of operation of three tugs 
deployed at Kandla Port during 1977-78, 1978-79 and 1979-80, there 
were uncovered deficits of the order of Rs. 13.73 lakhs, Rs. 29.17 lakhs 
and Rs. 24.90 lakhs respectively. The Ministry of Shipping and Trans-
port have stated that the increase in operational expenditure was on account 
. of revision of wages, heavy increase in the cost of tuel requirements increase 

in general overheads, SO per' cent concession in tug hire charges 
for general cargo vessels as a part of package of incentive 
()1fered to trade for attracting general . cargo etc. To reduce 
deficits the Port Trust have decided to take appropriate credit in !,be , 
accounts [or de lo~n  the tugs to assist the departmental ships in their 
movement. The fees for attendance, pulling and pushing have also been 
revised on slab basis with effect from January, 1980. The bire charges for 
the new tug meant for exclusive use at the oil terminal have been fixed 
so as to cover -all the charges and leave a surplus. At the same time, the 
Ministry have stated that it has been accepted for long that each service 
,()r activity may Dot be self-supporting. While this may be so, the Com-
mittee consider that periodic review of the cost of operation, activity-wise, 
is essential so as to find out what exactly it costs to pro¥ide a. certJain service 
'and how the deficits can be kept to the barest minimum. Where a service 
has to be provided on a subsidised  basis say, in the case of export ar~o, 

the extent of concession, the rationale therefore and the reasons for Its 

. continuatlCe , should be fully gone into from time to time: 

[So No, 25 of Appendix II (Pam 3.12) of 97th Report of PAC (7th 
Lok Sabha)]. 



The Ministry accepts the above recommendation. In fact, above view 
of the Committee conform to the practice being followed by the Major' 
Ports and the Ministry with regard to fixation and periodical revision of 
rates. 

(Ministry of Shipping and Transport O.M. o~ PW/PGA/12/82, . 
. ,~ dated 7/13 December, 1982], 

...... me.dlltioe 

Besides a 60 tonne gantry crane at a dry cargo jetty and· a  2 tonne 
crane at th. f ~h n  jetty, the Kandb Port had a fleet of 25 electric wharf 

cranes, 4 mobile cranes, 7 forklift cranes and 3 tl'actors as at the eod of 
1918-79. A mobile crane of 12·5 tonnes capacity und two 3 tonnes 
cranes aDd 6 forklifts were added druinS ~8 . 

The Committee find that the income derived from the operation of 

these equipments had not been adequate to meet the cost of their .operation 

and there were deficits amounting to Rs. 24.21 lakhs in 1978-79 and 
Rs. 20.05 lakhs in 1979-80. The Ministry of Shipping and Transport 
have informed the Committee. that the· Port Trust had revised their ra ~  

with effect from II May. 1979 aDd that in order to further reduce the 
deficit, another upward revision of the existing rate structure after taking 

into account the inCrease in cost of stores, power 'IUld wages is under 
active consideration of the Port Trust. ..... 

The Committee regret to note that the question of revision the rates 

for the services rendered has apparently been considered only after the 
huge losses have been brought to notice by Audit. As stated earlier, this 
underscores the need for periodic review of the COSt of various services 

rendered by the Port authorities, as well as ensuring optimum utilisation 
of '<lvailable assets. The committee expect that the Ministry will be more 

vigilant in this regard in future. 

{So No. 26-28 of Appendix II (Para No. 3.16-3.18) of 97th Report 
of PAC (7th Lok Sabha)] 

Adion Taken 

The Ministry note the observation of the Committee regarding the 

need for periodic review of the costs of various services as wen as ensuring 

optimum uti1.isation of available assets. The point was aho made by the 
Major Ports Commission in 1970 and the same was accepted and le~ 

mented by the Ministry w.e.£. the year 1975. It is not correct to say that 
the question of revising the rates for services rendered has been considered 
only 'after huge losses were brought to notice by the Audit. It is clarified 
'that the. Ministry had requested all Major Ports in 1978 to review their 
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rates and tariffs in the light of additional financial burden cast on theDl on .. 
account of wage revisions and, the matter of revision of rates for crane 
services 'Bnd other services was under consideration of the port since middle 

of 1978. The port had to compile COSt statements for various services! 
commodities for 1977-78, 1978-79, etc. Besides the Kaul Committee 
in its report submitted in 1978-79 had re o end~ certain incentives to 
be granted to Port users and these had to be kept in mind while finalising 
prop05a1s for rate revisions. Due to above reasons, the Port could revise-
the rates for cranes services and other services after taking Govt. approval 
w.e.f. 11-5-1979 only. 

As advised by the Committee, the Ministry will be more vigilant in 
future. 

[Ministry of Shipping and Transport O.M. No. PW/PG.A/12/8Z 

dated 7/13 December, 1982] 

Recommeadatioa 

aause (c) of sub-Section (J) of Section 29 of the Major Port Trusts 
Act, 1963 provides that all non-recUTI'ing expenditure incurred by the 

Central Government or any State G'overnment for or in connection with 

the purposes of the port upto such date and dccl-ared to be capital expendi-
ture by the Central Government shall be treated as .the capital provided 
by the Central Government OT, as the a~ ~ may be, the State Government 

to the Board. Section 31 of tbe Act further provides: 

"A Board shaH repay, at such intervals and on such terms and 
conditions as the Central Government may determine, the 
amount of capital provided under clause (c) of Sub-section 

(l) of Section 29 with interest at such rate as may be fixed by 
Government and such repayment of capital or payment of 
interest shall be deemed to be part of the expenditure of the 
Board." 

The Committee find that on the date of formation of the Port Trust on 

29 February, 1964 the capital expenditure incurred by the Central Govern-

ment for construction of Kandla Port amounted to Rs. 1878.06 lakhs of 
this, the Port Trust IYad been exhibiting provisionally Rs. ] 655.26 lakhs 

as loan from Government and Rs. 222.90 lakhs as capital recurring 
expenditure. 

The Committee are concernoo to note that the terms and conditions 

governing the capital debt have not been determined so far and pending 

decision the Port Trust has been paying Rs. 15 lakhs to Government every 

year towards interest on ad-hOG' basis. This works out to less than 1 per 
cent on the amount exhibited as loan. It has been stated that the. orglOal 
records relating to this decision are not available and as such the basis for 
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fixing the amount at Rs. 15 lakhs .oannOt be indicated. The Committee 
,coDsider that pending a decision in the matter Government should have 
recovered iDterest at the prevailing rate. 

The Committee observe that besides Ka.ndla Port, five other Major 
Ports viz. VjsakhapatDIlDl, Mormugao, Paradip, Tuticorin and New 
Mangalore were set up after the .enactment of the Major Port Trusts Act. 
1963. In none of these cases, the capital debt has been determined so 
far. The capital invQlved ill these six cases (including Kandla) is of the 
. order of Rs. 15854.38 laths. 

It was admitted in evidence that "these departmental ports which 
became port trust have been baving the beDeftt practically of interest free 
capital base and to thet extent figures of surpluses which have beenretlect· 
ed in the replies given to the hon. Committee are inOated." 

It is a mattor of deep regret that even after a lapse of as many ,as 18 
years since the enactment of Mejor Port Trusts Act which casts a statutory 
duty on the Central Government to determine the amount of capital pro-
vided as to the ports and the interest to be paid thereon, Government have 
not been able to make up their mind so far. Since the statute does not 
provide for any grants and the ports .are expected to function as commer-
cial undertakings as a p'drt of 'the transport sector, the Committee see no 
reason why it should not be possible for. Governmept to come to a  speedy 
decision in the matter. The Committee consider it hjghly nlgrettable that 
the matter has been allowed to reJOOin in a state of suspense for too long. 
The Study Group appointed by the' Government about four years back to 
formulate principles for fixation of initial debt at. the time of formation of 
aPort Trust Board and for subsequent major port projects has not met 
even once so far. The Committee strongly depreoote this apathy and 
, desire that the matter should be finalised without further loss of time, 

[So No. 33-38 of Appendix n (Paras No. 4.16-4.21) of the 97th 
. Report of P.A.c. (7th Lok Sabha] 

Adioa Tllkea 

The observations of the Committee have been noted by the Ministry . 
. The matter is receiving active attention of the Government and is expected 

to befiualised soon· 

[Ministry of Shipping & Transport O.M. No. PWlPGA/12/82 dated 
7/13 December, ~2  

Reeommeadatioas 

The Commission on Major Ports ~ recommended in June 1970 that 
a rate of return of not less than 12 per cent on the capital employed should 
'be attain by ,aU the major ports. The Committee are gratified to observe 
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that the rate of return from Kandta Pon has risen from 8.87 per cent in' 
1977-78 to 26.85 per cent in 1980-81. I! has been stated .t frCMn 

- 8.on a~, the income has risen ,more sharply than the eXpenditure 
due to !Derease In traffic front 68'.15 lakhs tonnes in 1977-78 to 8816 
lakh tonnes in 1980-81 .  . . , 

From an analysis of the activities of the pon for the years J 978-79 
and 1979-80, the Committee find' that the surPlus of Rs. 473.51 Jakhs in 
1978-79 and Rs. 436.34 lakbs in 1979-80 n~  the head 'Cargo bandliq" 
has been offset to a considerable extent by deficits under the head 'Port and 
Dock Facilities', 'Township' and 'Railways' amounting to Rs. 8. ~ laltha 
and Rs. 246.50 lakhs reSpectively during the above two years. Under the 
~ead 'Port and Dock Facilities' the deficits were maimy oue to expenditure 
being more than income in these years in respect of two sub-activities ~ 

'tug services' aDd ·pilntage'. The deficits under ' ~ serVices' for the 
years 1978-79 and 1979-80 were Rs. 29.17 laths and' Its. 24.90 Iilkhs 
whiie the deficits under 'pilotage' were of the order of Its. 129.62 I8khs and 
Rs. 170,08 lakhs in the respective years. 

Government have informed the Committee that the deficits under 'tug 
services' were dUe to non-adjustment of inter-departmental charges like 
hauling of dumb barges, port craft for carrying out the repairs of the navig-
ational aids and harbour stractlH'es etc. In order to· reduce the deficit,. 

action hal! been take; f.rom April, 1981 to provide SUitable revenue accrual 
from such inter-departmental services. 

As regards deficits under the head 'Pilotage' Government have stated 
that these are primarily due to the practice of booking the entire expendi-
ture incurred on dredging under this head in the Port accounts.' The matter 
was examined by a sub-Committce set up by the Indian Ports Association 
and it has been decided (July 1981) that the cost of dredging shou1dcon-
tinue to be booked under the head 'Port and Dock Facilities'. The Ministry' 
have therefore stated that the deficit under the head 'Plilotage' w01l1d con-

tinue. 

The Committee have been given to understand that it is not possible to 
make each C(lo3t entire self-supporting and that cross subsidy is essentiat fOr 
development of traffic and for optimal utilisation of facilities. . The Com-
mittee would like to point out that dredging is not only a distinct activity but 
also accounts for a large chunk of expenditure. I.t is this therefore, necessary 
that e~ end re on' activity is shown under a distinct sub-head rather 
than booking the entire expenditure to the head 'Pilotage' in the ~r  
accounts . The matter should, therefore, be examined and necessary actIon 

taken earty. 

[So No. 39 to 43 of Appendix n (Para No; 4.29 to 4.33) of. 97th Report 
, of PAC (7th Lok Sabha)]' 
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Adioa Takea 

The observati0D6 of the Committee in paras 4.29 to 4.32 have been 

noted. As regards the recommendation of the Committee contained in 

~ra 4.33, it is stated that there a;e ~o types of dredging work being ar~ 

ned out by the port-(a) dredgmg lDside the docks or at the berth (b) 
dredging in the shipping channel. For dredging at the berth or inside the 
docks, there is already a district sub-head., viz. "Dredging and Marine Sur-

vey". For pilotage there. is another sub-head viz. "Pilotage". The entire 
expenditure on dredging and survey (excluding the expenditure on dred-
ging in the shipping channel) is booked under the distinct sub-head 
"Dredging and Marine Survey". However, the expenditure on dredging 
. carried out in the' navigational channel is booked under the sul>-head 
"Pilotage" to arrive at the total cost of the Pilotage activity. The direct 
expenditure on 'Pilotaje' activity is also accounted for under this head. 

Due to the appointment of the major part of dredging expenditUio 

under pilotage activity, deficits have occurred under this activity. Steps 
• are, however, being taken to reduce this deficit. The Committee's recom-
mendation to have a distinct sub-head for booking the expenditure on 
,dredging is being examined in consultation with major Port Trusts and 

:the C&AG of India. 

[Ministry elf Shipping and Transport O.M. ~o. PWjPGAj12j82 
Dated 31 December, 1982] 

RetOIIUIIendatiOll 

The audit paragraph has pointed out that the surpluses in cargo 
handling at Kamila Port were mainly due to liquid cargo and that the 
rales of recovery of various dry cargo commodities were not even ade-
quate to meet the cost of operations. In 3 out of 9 items in 1978-79 
and 5 out of 12 items in 1979-80 th(" recovery rates were not adequate 

,even to recOVt'T the direct costs. 

[So No. 44 of Appendix 11 (Para No. 4.38) of 97th Report of PAC 
(7th Lok Sabha» 

Adioll TakeD 

At Kandla Port the wharfage rates in respect of certain commoditit>s 

are deliberately kept low so as to attract more traffic in these commodi-
. ties and to correct the imbalance between the import and export. It 
. is expected that as the volume of traffic in tbese commodities increases the 

, deficits will get reduced with the accrual of more revenue to the port. 

{Ministry of Shipping and Transport O.M. No. PWIPGAj12j82, dated 
. 7/13 December, 1982]. 
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Recommelld8tio. 

The Committee were given to understand that the last major revision 

.of pon tariffs was done in 1976 and that the Bureau of tndustrial Costs 
,and Prices have. been asked to look into problems of all the major ports 
comprebensively and advise the Ministry about the principles on which 
the tariffs will have to be determined. 

[So No. 45 of Appendix II (Para 4.39) of 97th Report of PAC 
(Seventh Lok Sabba)] 

Adioa Take. 

The ICP Report has been received and is under consideration of 
;the Miositry. 

[Ministry of Shipping & Transport O.M. No. PWIPGAI12182, dated 
7/13 December, 1982] 

RecommeDdation 

The Committee note that out of ten major ports" only three viz. 
Bombay, Madras and Kandla are able to meet the development expen-
.()iture from their own resources and' that aU the other ports have to 
have budgetary support. Considering that the ports have to encourago 
.the ftow of international trade and commerce and also function on 
commercial lines SO as to be economically viable, it is necessary that 

norms of performance are improved. It was decided at the recent con-
ference of Port Chairman that they would have to achieve ceratin fin-
ancial and operational parameters. The Committee expect that in pur-
suance of this decision, precise targets will be prescribed for each Port 

and the performance closely mooiters. 

:IS. No. 46, Para No. 4.40 of 97th Report of the PAC (7th LOk Sabha)] 

Actio. Taken 

In pursuance of the decisions taken in the Port Chairman's Confer-
ence held in January, 1982 _the ports have been advised to improve their 
performance adeast b} 20 per cent by increasing capacity utiJisation and 
productivity and minimising unproductiVe costs. The minimum Labour 

productivity norms have been determined after taking into consideration 
t)le facilities a a lab~e at each POrt and the port's performance during the 
years 1979, 1980 and 1981 and after adding 20 per cent of the performance 
in quantitative terms. These norms are fixed in terms of output Tate per 
gang/hook per shift far port and dock labour in respect of fertilized, fer-
tilizer raw material and general cargo. Norms for mechanised plants have 
been fixed separately in terms of output per day at each port. NorID5 

,< 
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ba ~ also ~ fixed for the utilisation of different types of cargo handling 
eqwpment. These norms have been communicated to the ports. The 
ports have been, asked to send monthly statements indicating levels of 
rod ~  . achieVed' as compared to the' nonns fixed' and' the pertbr-
maoce IS being' regularly monitOred by the Ministry and' the ports which 
fail to achieve the· given target are adWsed. to take necsss-ary improvement 
measures. Review for the month of July, 1982 b8'3 already been 
completed by the Ministry in' respect of all ports. 

The major ports have also been advised that review of financial per ... 
forrnancc under each service and cost centres shotild be done on the basis 
of the principles laid down by the Majot Ports Commission, necessary 

steps  taken to attain the financial objectives suggested by the Major Ports 
Commission, and to gradually improve internal  resources mobilisation to 
meet Plan expenditure. They were also advised that they shou!d motYlor 
Unit costs in every co..'Jt centre on a con'tinuous basis, and initiate steps to 

effect maximum economies in all cost centres. 

The Major Ports Commis..4lion had suggested that the ports should earn 
1:'! p:.:r cent rate of return on capital employed. This return consists of 
6 per cent towards interest and 3 per cent each towards reserve for 
replacement, rehabilitation and modernisation of assets and reserve for 
development, repayment of loans and contingencies. The Majo..(. Ports Com-

mission has also laid down principles for review of .. financial performance 
under each service and cost centres according to which the ports should 
endeavour to make each service and cost centre cost based depending on 
the capacity of the trade to bear the costs. For this . purpose, major ports 
take into account t 5 per cent rate of return as against 12 per cent ratei 
of return as recommended by Major Ports Commission in. order to recover 

actual interest payable. 

The ro re~~ in the ~e en a ll of the above decisions is' watched 
through periodical returns, performance budgets, ann a~ budgets, and 
l'eview meetings held from time to time. 

[Ministry of Shipping &, Transport (ports Wing) O,M. No. PWI·PGA112182 
dated 7/13 December, 1982]. 

ltecOBUIIeadMkm 

Unlike some other ports. the pOrt railway within the Kandla Port. is 
opefakd by the Trunk Railways. The Railways are required to share Wlth 
the Port Trust, the revenue realised on account of terminal charges, haulage 

charges and siding charges. 

'. [So No. 49 Para No. 453 of 97th Report of PAC (7th Lok Sabba) J . 
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Ariea.T __ 

This is only an observation and no actio.n is called for. 

(.[Ministry of Shipping & Transport (Ports Wing) O.M. No. PVfIPGAI12/82 
dated 7/13 December, 1982]. 

Action Taken 

The Committee observe that \the question of handling over the Port 
Railways to the Ministry of Railways so that they can function as an integral 
part of the trunk railways, has been remitted to a two-man Committee 
consisting of the Chairman of Visakhapatnam Port Trust and an official 
from the Ministry of Railways. The Committee understand that ;the main 
difficulty in effecting such transfer has been the reluctance of the Railways 

tc:> accept all the surplus staff presently working in the Port Railways. At 
Bombay Port alone, as many as 1600 employees are expected to become 
surplus. The Committee consider that in the interest of efficient functioning 

of the POft Railways and the ever increasing volume of traffic, it is only 
desirable that the Pon·RaUways are integrated into the trunk system as 
quickly as possible. The Committee hope that the questio.n o.f absorbing 
the surplus staff would be settled amicably and the necessary re-organisation 
effected without much 10!O:s of time. 

rS. No.. 51, Para No. 4.55 of 97th Report of PAC (7th Lok Sabha)]. 

Action Taken 

The two-man Committee consisting of Chairman, Visakhapatnam Port 

· Trust and an official from the Ministry of Railways to whom the matter 
relating to handling over the port railways to the Ministry of Railways a.~ 

remitted, have not yet finalised their report. Further action in this regard 
will be taken after the report of the Committee is received. . 

[Ministry of , Shipping & l"ransport (Ports Wing) O.M. No. PWjPGAI12182 

dated 7 113 December. 1982]. 

Recommendation 

The Committee find that as on 31 March, 1980 a S11m of Rs. 21.18 lakbs 
was outstanding for recovery towards rent of land and buildings. This 
amount included Rs. 4.09 lakhs representing the difference be·tween the rent 
demanded by the Port Trust for three fertilisers sheds, constructed for use 
· by the Ministry of Agriculture and the rent admitted by the said Ministry. 
"The sheds were occupied during. the period May 1971 to 31 March. 1976 

and thereafter they were given to the Food Corporation of India by the 
· Ministry of Agriculture. Having failed to resolve the dispute among 
themselves it was decided to remit the matter to an Arbitrator who. was 

appointed in ,February, 1980. The Arbitrator's aWard is awaited. It is 
unfortunate that the dispute should have been allowed to remain unsettled 

.3602 J..S.:.-4 



for so long. The Committee hope that the Arbitrator's award would now' 
be eXpedited. . . 

[So No. 52, Appendix II, (para 4.58 of 97th Report of P.A.C. 
(7th ~  Sabha)]. 

AdioD Taken 

The Sole Arbitrator Shri N. C. Gupta, Joint Secretary and Legal 
Advisor, Ministry of Law, Justice and Compa'ny Affairs gave' his A~ard on 
22-9-1982 (copy enclosed). Against -the claim of Rs. 7,27,909.90 and 
another claim of,Rs. 6,60,112.35 by way of interest on the disputed rent 
claimed. by Kandla Port Trust from the Ministry of Agriculture, the Arbi-
trator bas directed the Ministry of Agriculture, to pay an amount of 
Rs. 1,14,267.10 towards arrears of rent to Kandla Port Trust. The Arbi-
trator has stated in his Award that the claimants Kamila Port Trust,ate 
also entitled to interest @ 9 per cent per annum on the arrears of rellt 
Rs. 1,14,267.10 from 15th J anunry. 1979 till the date of actual payment 
for which purpose the Arbitrator has held the period of tWO months as a 
reasonable period for  arranging payment. Both the parties to dispute are 
to bear their own costs of the Arbitration proceedings. 

2. The payment to Kandla Port Trust, on the basis of the Award of the 
Arbitrator, is being arranged. "-

[Ministry of Agriculture (Deptt. of ,AgrL & Coopn.) O.M. No. 17-66/81-
MSHiP, dated 18th o e b~r. 1982. Action Taken note forwarded by the' 
Ministry of Shipping & Transport O.M. No. PWIPGA,112182 dated 71ll 

N. C. Gupta 
It. Seq. & Legal Adviser 

Sole Arbitrator 

No. 36/NCG/82 

December, 1982]:. 

Government of India 

MINIsrRY OF LAW;' JUSTICE & C.A. 

Department of Legal Affairs 

Room No. 417-A, 'A' Wing, 

Shastri Bhavan, New Delhi-I. . 

Dated the 23rd September, 1982:. 

'. In the matter of arbitration between: 
ICandla Port Trust, Gandhidham (Kutch)-CltJI1inant; . . . (~~ 

, Md 
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Union of In,dia through tho Secretary, Department of Agriculture; 
Krisbi Bhavan, New Delhi-Respondent. . 

I have the honour to forward herewith a copy of the Award dated 22nd 
September, 1982, in the above matter for information and necessary action. 

1. Financial Adviser & Chief 
Accounts Officer, 
Kandla Port Trust, 
Gandhidham (Kutch) 

2. Shri N. P. Rustagi, 
Deputy Commissioner (PO&P) 
Department of Agriculture 
Krishi Bhavan, New Delhi 

N. C. Gupta 
Jt. Secy. & Legal Adviser 
Sole Arbitrator 

Ministry of Law, Justice & C.A. 
Department of Legal Affairs 
Room No. 417-A, 'A' Wing, 
Shastri Bhavan, 
New Delhi-llOOOl. 

Arb. Case No. MCG/4/80 

Sd./ - KRISHAN CHANDER, 
Senior PA. 

jor (N. C. GUPTA) 

Dated the 22nd September, 1982 

In the matter of arbitration between:-
Kandla Port Trust Gandhidham ,(Kutch)-Clainulnt. 

and 
Union of India through the Secretary, Department of Agriculture, 

Krishi Bhavan, New Delhi-Respondent. 

AWARD 

Certain disputes arose between the parties above-name,d in regard to the 
liability of the respondent for payment of rent in respect of 3 godowns 
hired by them from the claimant. The same were referred to the under-
signed as Sole Arbitrator vide Govemment of India's letter No. PaR-117/78 
dated 6th February" 1980. 
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2. The undersigned entered upon the refere'Jlce in ~ , 1980. How-
ev:r, the parties took their own time in filing regUlar statement of claim, 
wntten replies and copies of documents in respect of their respective con-
tentions. The respondent filed the detailed roply in August, 1981 and the 
copies of the documents were filed by the parties even later. The case 
was considered ~ different dates but mainly on the.J2th May, 1980, 25th 
May, 1.982, 30th August, 1982 and 31st August, 1982. 

3. A.fter having gone through the pleadings, documents filed by the 
parties, having considered all the evidence produced by the parties and the 
arguments advanced on their behalf, I. N. C. Gupta, the Sole Arbitrator, do 
hereby make and publish the Award as under: ' 

4. In short, at the request of the respondent, the claimant above-named 
agreed to construct 3 closed god owns for the use and occupation of the 
former at the rates to be8agreed upon between them. The three godowns 
were constructed and lranded over to the respondent on 3rd May, ~ , 

16th June, 1971 and 13th July, 1971 respectively. No regular lease deed or 
formal documents were executed between the parties in regard to the tcnt 
payable by the respondent for the use and occupation of these godowns. 
Since the transaction was between the Government on the one hand and a 
Public Undertaking on the other, the urgency to construct and provide the 
godown spaCe assumed impo.rtance' and the question of settlement of rent 
receded to a secondary position, left to be settled by neg<W.iation. 

5. On the question of rent, the ·claimant contended that they are entitled 
to the rent as fixed under FR 45-:8--a formula normally adopted by them 
for leasing out godown capacity to various other" parties, while tbe re~ on

dent has remained adamant to pay the rent at the rate of Rs. 1.50 per sq. 
metre p.m. as prescribed in the scale of rJtes applicable in the year 1971. 
The c1aiment in accordance with the formula under FR 45-B demanded a 
rate of Rs. 2.70 (provision) which was subsequently raised to Rs. 3.65 
per sq. metre per month for all the period of occupation. 

6. A couple of meetings took place between the representatives of the 
parties in addition to the exchange of correspondence from 1967 till April, 
1977 but they could not agree upon the rent payable for these godowns. 
The disput-e relates to period from the date of occupancy to 31st March, 
1976. The claimant has raised a claim of Rs. 12,26,947.50 for the total 
capacity for the aforesaid period at the rate of Rs. 3.65 per ·sq. metre per 
month. As against this, the respondent has made a payment o~ 

Rs. 4,99,037.60 (JDly in two instalments dat-ed 9th August, 1976 and 20th 
April, 1976, at the rate of RS.,1.S0 pe.rsq. metre. After makiDg an 
alto.Ute of the sald payment, the· claimant hu now ra.ilel1 a dem.aJld for . 
• ;7,27,9.09.90 aD(J another sum of Rs. 6,60.123.35 by way ·of interest 
thereon as per calculation sheet dated 11 t!t June, 1980. 
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7. llUriog the course of argument, the respondent conteDded that the 
formula contained UDder FR 3S-B is apparently not applicable for fixing the 
rent in the instant case since it was not agreed to between the parties Dor , 
it is applicable in respect of transactions between the Government and Public 
Sector Undertakings as such. They further contended that in any case 
charging of interest at exorbitant rates on the supposed unpaid balance is . 
wholly unjustified and totally outside the contemplation of the parties. The 
claimant on the other hand stated that the godowns in question were cons-
tructed as per the requirement of the respondent and in the absence of any 
.agreed rent, they are entitled to .a reasonable return on their property and 
the capital employed in constructing the godowns and for that the said 
formula is most appropriate. It was also stated that they are charging rent 

for the godowns let out to some other public sector undertakings on the 
basis of the said fonn la~ It was also contended that they should be 
entitled to cbarge commercial rate of interest on the amount of unpaid 
balance of the rent to compensate them for loss of revenue. 

8. The documents filed by the respective parties somewhat overlap. 
However, all the relevant correspondence in this behalf for facility of 
reference is available in the exhibit separately stitched and markded 
P 1lC to-P 271C. It may not be necessary to refer to aU the correspon-
dence since it represents an on-going dialogue on the question of settling 
reasonable amount of rent for the godowns to be constructed by the 
claimant for the use and occupancy of the respondent for a period of about 

5 years. 

9. The initial suggestion of the claimant of charging the rent in 
advance as per the practice in vogue vis-a-vis private parties was ultimately 
given up. The KPT Chairman's letter dated 9th August 1969 (Page 61C) 
bring out the maximum accord between the approach of the parties wherein 
it is stated that the payments of rent on the usual terms and conditions 
that may be prescribed by the Kandla Port Trust (KPT) from time to time 
for a period of five years is guaranteed. In the said letter the Government 

was also asked 10 sanction the .estimated amount of Rs. 7,66,000 under 
section 92(1) and 930) of Major Port Trusts' Act, 1963 and grant of 
additional funds if required. The letter .dated 27th August 1975 (Page 
16/C) contains a decision taken in the meeting held between the Chairman, 
KPT, and the Department of Agriculture held on 28th February 1969 as 
under: ,,~, 7'. 

'-the rent a ~ by .the Ministry of Food and Agriculture for the 
covered storage spwebuilt by the Port Trust will be at tho 
rate .tbat .may be p.eseribedfromtime .to time for covered· 
space ..... The Ministry of Food and Agriculture ~d be 

fi ' treated at par with other parties in all respects." 
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10. Subsequently, letters on record show that the claimant continued 
to insist that they were not obliged to charge rent as per scale of r~ 
prescribed from tiIne to time but entitled to charge on a reascmable basis 
taking into account the cost of a construction and reasonable return on the 
capital employed in the construction of godowns as per bmula contained 
in FR 4S-B. ~ 

I 

11. I can appreciate this insistance keeping in view the fact that the 
Kand1a Pon Trust is after all a commercial undertaking and their attitude 
to dealings with others is bound· to be dictated by purely commercial con-
siderations. Th~ point of view is· also somewhat or ~ by the' earlier 
correspondence between the parties which hinted spon charging a com-
mercial rate of ren ~ 

12. At the same time, their commercial attitude cannot be allowed to 
prevail in a situation where transaction proceeded on a totally different 
basis as is the case here. As indicated above, both in the meeting 'held 
between the representative.:; of the parties on 28th February 1969 and the 
crucial letter issued by the Chairman, KPT, dated 9th August, 1969, the 
understanding between the parties appears to be to pay the rent as per 
the rates proscribed by Ka:n,dle Port Trost from time to time. Admittedly, 
the claimant has prescribed such rates as applicable both for covered and 
uncovered godown capacities rented out by them to others. It is signifi-
cant that the rates so preScribed did not remain static duriq the relevant 
period. There has been an upward trend in the rates so prescribed. The 
same are indicated in the sheet annexed to their letter ~a ed November 19, 
1978 addressed to the respondent. The rates mentioned therein are not 
diGputed by the latter. 

13. As per the rates so prescribed, the total amount payable comes 
to Rs. 6.13,304.70 for the period of occupancy and after deducting the 
amount already paid (Rs. 4,99,037.60), a balance of Rs. 1,14,2§7.10 is 
still payable to the claimant which should have been paid by them in time. 
This amount was, no doubt, without prejudice of the claimant's demand to 
charge rent at the aforesaid rate of Rs. 3.65 per sq. metre as per their 
claim statement. There is no justification whatsoever for the responden.t 

not to make this payment. 

14. Tn view of the for-going I' held that the claimant is entitled to 1 
sum of Rs. 1,14,267.10 towards the arrean; of rent due to them on the 
basis that the rent was payable in accordance ·with the rates prescribed by 
the Kandla Port Trust from time to time. Since the payment of this 
amount has been held without any justification, the claimant is also entitled 
to interest at the rate of 9 per cent p.m. thereon from 15th January 1979 
till the date of actual payment.' (This excludes a period of about 2 months 
as reasonable period to arrange payment). I award accordingly. The 
parties are left to bear their own cost of the proceedings. 
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15 .. This arbitration awarp is in terms of the Cabinet Secretariat .. 
4Q.M. No. 53/3/1/75-CF dated 19-12-1975 (amended up todate) 8IDd ia 
.not governed by the Indian Arbitration Act, 1940. 

Dated: 22nd September, 1982. 

N. C. Gupta 
It. Secy. & Legal Adviser 
Sole Arbitrator 

Sd./-
(N. C. Gupta), 

Joint secretary" Legal Adviser 
Sole Arbitrator. 

Ministry of Law, Justice & C.A. 
Department of Legal Affairs 
'A' Wing, Shastri BhavaD, 
New Delhi. 

Arbn. Case No. NCG/4/80 13th October, 1982. 
In the matter of arbitration between: 
Kandla Port Trust 
Gandhidham (Kutch) 

and 

Ministry of Agriculture. 

It is brought to my notice that by clerical mistake interest has been 
typed as 9 per cent per month. It is clarified for record that the interest is 
payable at the rate of 9 per cent per annum on the amount allowed under 
the Award dated 2200 September 1982. 

This may be treated as Corrigendum to the said Award. 

Kandla Port Trust 
Gandhidham (Kutch) 

'Ministry of Agriculture (PO&P) 
Krishi Bhavan, New Delhi 

Sd./-
(N. C. Gupta), 

Joint Secretary & Legal Adviser 
Sole Arbitrator. 

Copy to Shri N. P. Rastagi, Deputy' Commissioner (pO&P) Ministry 
of Agriculture with reference to his D.O. No. 17-66/81-MSHP dated 12th 
October, 19'82. Inconvenience caused due to inadvel1"dnt typograpbical 
:mistake in the Award is regretted. 

,~' .. .. 

Sd./-
(N. C. Gupta), 

Joint secretary & Legil Adviser 
-- .... .: I Sole Arbitrator. 
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llecommendadoB 

The Committee were lnfonned during evidence that most of the. 
ports have undertaken special studies in specified areas such as financial 
~ e en ~ accounts and stores, management, workshop management, 
mamtenance management etc., with a view to improving the operations. 
The ports have also been advised to introduce, modem management prac-
tices in the various areas of activities. The Committee consider that the 
Ministry of, Shipping and Transport should take a lead in the matter (jf 
~ rod n  modern management control system in the various ports. To 
th,is end, it would be useful to prepare a Central plan for implementation 
in the major ports in the first instance where in the interest of efficient 

bandling of the increasing volume of cargo traffic it has become imperative 
to streamline the operations. The new management practices and pro-
cedures adopted with success in one port also need to be brought to the , 
notice of other port authorities. It is again for the Central Ministry to un·, 
aertake this task. The Committee therefore suggest that the Ministry 'of, 
Shipping and Transport should consider the' feasibility of setting up a 
special Cell to study this question in the light of developments in foreign 
CC!untries and frame a central plan for introducing modern management 
practices in the ports. 

{So No. 53 para No. 4.63 of 97th Report of PAC (7th Lok Sabha)]. 

Action Taken ,-, 

The need to bring about necessary changes in the managerial and opera-

tional inputs and introduce modern management pl":Jctices at major ports 
bas been engaging the attention of the Ministry for some time past. It is the 
considered view of the Ministry that Indian Ports Association, which is a 
coordinating body between the Ministry and the Ports inter-se should! 
build up a group of ptofessional experts who could study separately as 
well as in a coordinated manner,the di!!erent activity areas in the ports and 
in course of time build efficient operational systems and procedures in 
order to improve managerial and operational performance. The Minist,ry 
bas taken up the matter witq Indian Ports Association for the creation of 

a Management Services Group as early as possible. 

[Ministry of Shipping & Transport (Ports Wing) O·M. No. PW/PGA/12/ 
82 dated 7f13 December, 1982]. 

Reeodlllleadation 

In this connection, the Committee would also like to point out that 
the question of giving a greater measure of autonomy to the ports with 
a view,tO expediting the decision making process needs to be considered 
in greater depth. 'Thepnmslons of the Major Port Ttv.$ts Act h~ ld. 
1berefore-be thoroughly reviewed and amendment's as may be reqUired 
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ee~ n e  the present day conditions, may be brought before Par-. 
_ent as expeditiously as possible. 

[So No. 54 of Appendix II (Para No. 4.64) of 97th Report of PAC 

(7th Lok Sabba)]. 

Action Taken 

The powers of the Major Port Trusts have been specified in the Major 
Port Trusts Act, 1963. Under certain sections of the Act, the Govern-
ment specify the limits upto which the Boards of Trustees or the Chair-
man can exercise these powers. . The question relating to the delegatj6l1 
of more poWers to the major port trusts was examined recently and 
powers of major port trusts in respect of sanctioning expenditure on 
works, appliances and other matters were increased from Rs. 1 crore to 
Rs. 1.5 crore in the case of Bombay, Calcutta and Nhava Sheva, from 
Rs. 75 lakhs to Rs. 1 crore in the case of Madras, Cochin and Visakha-
patnam and from Rs. 50 laklts to Rs. 75 lakhs in the case of other major 
ports. The major port trusts have full powers to execute contracts be-. 
yond above limits in cases where investment decisions have been taken 
by the Government. 

Major Port Trusts Act, 1963 has been amended in 1982. Conse-
quently, power of the major port trusts to make appointments. take 
temporary loans or overdrafts and write off of losses have· been increased 
as under 

o~r  

A o n en ~: Chairman 

Write off' of losses 

Chairman 

Board . 

OVer drafts 

Froln To 

for the posts other fC'r Ii'.e posts otl'.er t}-.an C'ad~ 0 
than Head. ofOe- Departments whmc pay ~a e~ 

p:l.rI ments whose pay donot exceed R8. 2f'00/-in 
,cales dont exceed the case of Bomhay and Ca!cutta 
R<. 2000/- and. Rs. 2500/-in the case or 

other majcr ports. 

from 

Rs. 1,000 in each 
case 

Jts. 120,000 per ann-
num 

Rs. 5,000 in each 
case 

RI. , ~ CI . er 

aunuM 

R.~ 10,00,000 

to 

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

Rs. 1,00,000 per annum. 

Rs. lZ5,ooo in each case 

Rs. 5,.00,000 pel' ann! m. 

R .5 .~  lJombay Cal~a .. 
ND.&va-Sheva. 

It •. 30,00,000 \{a.dralJ, Cochin, 
'Viug. . 

Ih .. I.( ~~ ClI  oll;lel Major l'or1,_ 

-----------------------
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. The question of fu'nher delegation to the Boards of Trustees aad 
lthe Chairman and other officers of the Board is also under consideration 
in the Ministry.' . 

(Ministry of Shipping & Transport (Ports Wing) O·M. No. PW/PGA/12/ 
82 dated 7/13 December, 1982]. 

RecommeDdadoa 

The Committee find that an expenditure of Ri. 199.63 lakhs had been 
incurred upto 3] March, 1980 by the Kandla Port Trust on develop-
ment of Plots in the Gandhidham Township. By the end of December, 
1981, out of 4477 plots developed, 80 plots remained unallotted. Out 

. of 4397 plots allotted, only 905 plot. holders had completed construction 
and 277 plots were under construction. 390 allottees did not start construc-
tion. Although their' plans were approved. plans in respect of another 59 
allottees were UDder consideration for approval and 2766 plot-holders haa 
not even submitted their plans. 

[S, No. 55 Para No. 5.3 of 97th Report of PAC (7th Lok Sabha)]., 

Action Takeu 

The observation of the Committee bas been noted. 

Remarks offered by the Director of Audit, Commerce, Works of M.isc., 
New Delhi. 

The preGcnt position (September, 1982) is as under:-

N <l. of plots developed 

No. of plots allotted . 

Construction completed 

Under construction" . 

Plan approved but COlUtrUClion not started .\ 

Plan undl:r consideration . 

Plan not submitted at all . 

221 

. [Ministry of Shipping & Tra,port (ports Wing) O.M. No. PW/PGA/12/82 
dated 7/13 December, 1982]. 

Recommeudation 

The Committee note that the work of preparation of the profonna 
accounts of the project after 1975-76 was considerably delayed and in 
fact it was only after tbe matter was raised by Audit that the work waS 
taken in hand. TIle Committee urge that the accounts should henceforth 
be prepared concurrently. . 

[So No. 59 Para No. 5.7 of 97th Report of PAC (7th Lok Sabha)). 
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ActioD Taken 

The proforma accounts for the year 1980-81 have already been 
:;prepared by the port and were forwarded to the Audit in J'llIluary, 1982 . 
.As regards proforma accounts for the year 1981-82, these are under 

preparation and will be soon sent to the Audit. 

[Ministry of Shipping & Transport (Ports Wilng) O.M. No. PW /PGAit2/ 
82 datoo 7 h3 December, 1982]. 

ReeommeudatioD 

The Committee find tbat the question of transferring to the State 
'<Jovernment the water supply scheme in Kandla/Gandhidham., area, on 
which the Port Trust have been 'incurring loses from year to year,has been 

a matter of prolonged negotiations. N a sequel to the discussions beld 
by the Stury Group of the Committee with the State authorities in Novem-
ber, 1981, it has now been possible for the Port Trust to finalise tbe mattcr 
and the transfer was to take effect from 1 April, 1982, subject to formal 
Government approval and certain modalities to be finalised before thai 
date. The Committee expect that there would be no further hitch in the 

matter. 

[So No. 60 of Appendix II (Para No. 5.13) oj 97th Report of PAC 
(7th Lok Sabha)] 

Action Taken 

Transfer of the water supply scheme which was to take effect from 

1.4.82 has not been effected so far as the modalities for transfer could not 

be worked out by the State Government. The State Government is vigo-

rouslybeing pursuaded to expedite it. 

rMinistry of Shipping and Transport O.M. No. PWIPGAI12182 dt. 
31 Dec. ~ J 



CRAPTER 01 

RECOMMENDATIONS AND OBSERVATIONS WIDCH THE COM-
MlITEE DO NOT DESIRE TO PURSUE IN VIEW OF THE REPLIES. 

OF GOVERNMENT 

Recommendation 

The Committee coooider that it -is necessary to redefine and enlarge 
the rolc and function of the Coordinating Committee with a view to achie-v-
ing better utilisation of the capacities at the various ports. To this e'Dd, 
the question ot giving . more powers to the ' n er~ n er al Committee so 
as to enable. it to impose, if necessary, the anocations to different ports 
in the national interests, may be examined. The Committee desire that 
the matter should be GOrted out at a high level, say, in the Committee of 
-Secretaries and an early decision taken. 

[So No. 12 Para No. 2.40 of 97th Report of PAC (7th Lok Sabha)] 

Action Taken 

The recommendation has been examined and it is felt that it is neither 
practicable nor desirable to enlarge the functions of the Inter-Ministerial 
Committee on Rationalised Distribution of Cargo so as to enable it to 
impose allocations on different user MinistricsjPublic Sector.UnQertak-
ings. -

The function of the Committee on Rationalised r ~ on Qf Cargo 
ever since the time of its inception bave ·been directed primarily to 
rationalise importsjexports of bulk cru:goes on account of the Governmentj 
Public Sector Undertakings. The Committee's role has been to achieve 
better utilisation of the capacities of the ports, but the intention is not to 
impose allocations but to seek agreed solutions. This role assigned to the 
Committee has been working satisfactorily and it felt that persuasion 
would have greater effect than imposition. 

Although it is true that better utilisation of facilities available at  ports 
could be achieved by empowering the Committee with more powers, yet 
in 1210 larger national interest, such a course would not be desirable. Im-
. ports!exports of cargo involve multiple operations andf8D.y disruption 
in any of the operation. would affect the national economy. The alloca-
tions to various Ports are to be made not only taking into account the cargo 
handling Capacities of the port but also other factors like infrastructural 
facilities available at the port, railJroad tramport linkage to the place of 
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.consumption, proximity of the importlexport centre to the port, compara-
tife costs of impbrtlnglexpor(mg' the material through different plrtG to the 
Unportetslexportel's etc. If aUocations are made keeping in mind only 

the better utilisation of ports and not the other factors, it may lead to not 
<oa1y escalation in the costs but also de er ora o~ in the qU'lllity of· pro-
-du'cts and delay in reaching the C0D.8umers. 

[Ministry of Sbippmg a!ld Ttansport ( o~  n ~ O·M. No. PWIPOAI 
12182 dated 7113 December, 1982] 

R~ 

The Committee note that prior to 1972 the Kandla Port had a l1eet of 
25 barges which WaG reduced to 9 by April, 1972 when. the Port Trust 

approved the purchase of 4 steel barges of 150 tonnes capacity each in 
replacement of 4 existi'llg barges of 100 tOMes each at a cost of Rs.. 20.73 

lakhs based on an estimate submitted by a manufacturing company. It 
is surprising that though the Port Trust was aware that thiG e ~a e was 

on the high side, it was ,forwarded to Government for administrative 
approval which was accorded in November, 1972, Accordingly, orders 

for 4 barges at a cost of Rs. 11.90 lakhs were placed in May 1973 on the 
firm. The C9mmittee fail to understand why the Port Trost authorities did 

not call for quotations for supplying the barge.:; instead of banking on one 
particular firm for submitting the estimates which were found to be too 

much on the high side. 

[So No, 20 of Appendix II (Para 3.2) of 97th Report of the PA.C (7th 
Lok Sabha)] 

Action Taken 

The Chairman, Kandla Port Trust, bas reported that the estimllte 

prepared by the Port Trust for the barges was not based on quotation of 
. one particular firm. The correct  position of the case is as follows:-

Budgetary quotations were invited from Gome of the leading manufac-
turers of floating craft by Kandla Pert Trust 00 3.2.12. In response to the 
above, quotations were received from different parties as under:""': 

Name of the Party Price quoted 

,. MIs. 'Mazagon. Dock Ltd. Bombay .• RlI. !MO,OOO/· 

lZ. ~. E,,'t Bengal River Steam Services R",. 3,45,000/· 
Ltd.,Oalcutta. 

3. ~  ~,a lr a D'Ck & Steel Co. Pvt., Ltd. R"4,25,oool-
, Bombay. 

Delivery period 

gmonths. 
Delivery: Kandl.a. 

10 monH ... 
Delivery: C;llcutta. 

125 -go ~  tor the 
tinf barge arui.ub-
sequently at ,~ 
terval'orS-16 Weeks 
~ er.  iJkllne.11.Y. 
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Mis. Andrew Yule & Co. Ltd., Calcutta, Mis. Scindia Workshop ... 

Bombay and MIG. Garden Reach Workshop Ltd., Calcutta expressed ~e r 

inability to quote for the same . 

. Out of the  above, the quotation of Mis. Shaparia Docks & Steel Co. 
Ltd., Bombay W8'3 considered for preparing the estimate as it was consi-· 
deled reasonable and comparable with the quotation of Mis. East Bengal 
River Steam Services Ltd., Calcutta, considering the higher delivery 
charges payable for transporting the craft from Calcutta to Kanclla as com-
pared with the shorted distance fropl Bombay to Kandla. 

Therefore, it can be seen that the estimate was not prepared on the. 
basis of the lowest or the higbest quota lion, but based on the second 
lowest quotation of Mis. Shaparia Dock & Steel Co. for Rs. 4.25 lakbs 
per barge (basic coot). The estimate was also not prepared on the basis of 

a quotation from one particular firm. It may be mentioned here that the 
same fir·m subsequently quoted Rs. 4.86 lakhs per barge in response to, 
tbe press advertisement inviting tenders for supply of barga;. 

When the competitive quotations were invited through press ad er ~ 

menl, the following seven quotations were received in December, 1972:-

Name of the firm Price quoted Delivery at 

MIs. West Coast Lighterage Co. Pvt. Ltd., 
Bombay. 

Rs. !:I.75,551 Jamnagar " .. 

MIs. GiQvenola runny, Cochin .. R'·3,40,000 Cochin 
R!·4,00,000 Kandla 

MIs. A.C. Roy, Calcutta . R~. 4, II ,050 KandJa 

'114/1. Binny Ltd., Madras. R~. 4, I !:I ,000 !Candia 

'Mb. Shaparia Docks, Bombay .• R,. 4,86,000 Bombay 

'MIs. Trawlers Pvt. Ltd., Madras lb. 7.+9.700 Kandla 

MTi. C~n ral rnland Water Transport, 
Calcutta. 

RI. 10,00,000 Not clear 

The Board approved the placing of order on Mis. West Coast Lighterage· 
Co. Pvt., Bombay in March, 1973 as their quotation was considered the.: 
best technically  acceptable offer. 

From the above it will be seen that alm03t all the quotations weco· 
within the range of Ri. 4,00,0001-to Ri. 10,00,0001-except that of Mis. 
West COa'3t Lighterage Co. Pvt. Ltd. those quotation was for Ri. 
2,75,551/-. The quotation of Mis. West Coast wason the lower side pre--
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sumably due to the fact that the cost of labour and general overheads was-
much less than in the case of other tenderers. 

[Ministry of Shippi'llg & Transport O.M. No. PW /PQA/12182, dated 
7/13 December, 1982] 

Recommendation 

The Committee further observe that the Boord approved in June 1973 
further purchase of 2 steel burges of 150 tonnes each at an estimated cost 
of Rs. 6.21 lakhs, from OUt of the. saving in the original estimate of Rs. 
20.73 lakbs. It would appear that Government gave their approval to 
the propos-al without going into the reasons for the savings and as would 
be clear from the succeeding paragraphs, without even examining tbe 
justification therefor. 

[5. No. 21 of Appendix 11 (Para 3.3) of 97th Report of the PAC (7th 
Lok Sabha)] 

Action Taken 

As was explained ear:lier, it was considered necessary for the port to 
maintain a minimum number of barges to meet its commitments to the· 
trade. This number was considered to be 9 barges. The port had 9 
barges in April, 1972 when the Port Trust approved purchase of 4 steel 
barges in replacement of 4 steel barges which had outlived their life. 
Similarly, in June 1973 th.: Board approved purchase of 2 steel barges in 
replacement of 2 wooden barges, which were due to be writ-
ten off, as they were found in a leaking condition, beyond 
economical repairs. Hence, it can be seen that the decision of the Port 
Trust in acquiring 2 more barges in June, 1973 was not with a view to 
utilising the saving available against the original estimate sanctioned for-
Rs. 20.73 lakhs by the Government, but was with a view to maintaining 
minimum number of barges required to meet its commitments to the trade. 
For the abOve reasons, the Government also considered the proposal to 
be justified and accordingly accorded their approval for purchase of 2 
additional barges. 

[Ministry of Shipping & Transport OM No. PWj.PGA/12/82, dated 
7/13 December, 19'82] 

RecoDUDeDdadon 
Dajed on the recommendations of the Central Water and Power 

Research Station, Pune, the KandlR Port Trust procured a dredger 'Kutch 
Vallabh' of 2500 cubic metres capacity (in addition to an existing dredger 
SD KANDLA) in January, 1976 at a cost of Rs. 705.05 lakhs. The 

. total annual dredging capacity of the two dredgers was assessed at 26.50 
and 34-30 lakh cubic metres while working at depth of 14 feet and 16 feet 
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:respectively against the pOrt's requirements of 19 lakhcubic, metres after 
giving dUe allowancefcYr the annual repairs, surveys, dry-dockiQ&, weekly 
o1fs etc. The <:;ommittee are distresSed to find that against the above. capa-
city the actual dredging done by the two dredgers during 1976-77 to 1979-
80 amounted to no more than 15.91, 12.73, 15.99 and 13.94 lakh cubic 
metres than thus resulting in an overall short-fall of 23 per cent these 4 

.. years. As a consequence, the navigable depth decreaSed to 4.0 metres by 
,January, 1977 and to 3.7 metres since July, 1979. The Committee note 
. with concern that against 40,565 available working hours during 1976-77 
to 1979-80, pumping and dumping were done for 15794 hours only. 
Excluding the passage time taken from harbour to dredging grounds and 

,back and waiting time for tide amounting to 9973 hours, the idle time 
, spent by these dredgers was as much QS J 4798 hours. The Port Trust 
,have stated that the dredgers could oot be utilised to their rated capacity 
. due to shortage of marine officers, longer out-station repair periods, low 
water layups dUe to tidal reasons and noo-awilability of dry dock facilities 
at the port. 

The Committee observe that in order to maintain the navigational 
depths in the channel, the Port Trust had to hire a dredger from the 
Dredging Corporation of India for 'J period of six months ftom 24 April, 
1981 for which a sum of Rs. 2.50 crores had to be paid to the Corporation. 
The Committee understand that as many <IS 28 post& of marine officers 
have been lying vacant in the Kandla Port for the last 2-1/2 years and 

. all efforts to recruit these officers have been unsuccessfUl in spite of the 
fact that the posts were advertised as many us 24 times. TheJl()rt Trust 
authorities had, therefore, proposed to grant special -allowance to class I 
and 11 officers for working on extended shifts whereby the outpUt would 
bave been increased considerably. Since the Government did not approve 
the above proposal, the Port Troot decided to entrust the work of operation 
and maintenance of the "Kutch Vallabh' to the Dredging Corporation of 
Jndia who have taken it over with effect from 1 November, 1981. The 
other dredger (S.D. KandJa) would be operated in 3 shifts with the avail-
able staft. 

The Committee consider that the question of availability of the 
requisite technical personnel should have been gone into in depth before" 
making a heavy investment of over Rs. 7 crores on a dredger which the 
Port authorities could not Qperate to itJ f1.1ll capacity. The Committee 
find that even in earlier years viz. 1972-73, 1973-74 and 1975-76 the 

'Dredging Corporation of India had carried out dredging work for the Port· 
The Committee therefore, consider that the decision to purchase a new 

"dredger; wos not quite sound. 

TIle Committee regret that the MinistrylPort Trust authorities waited 
'for us 1001 as 2 1/2 yean to fill up the posts of the marine offiCers reqUired 
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to operate the dredger. It is most unfonunate that despite lack: of respone, 
the proposal to grant special allowance to the existing staff for extended 
shifts was not agreed to. The Committee trust toot Government would 
draw proper lesson from this experience so as to obviate recurrence of 
such costly mistakes .. 

[So No. 29 to 32 of Appendix II (Para 3.26 to '3.29) of 97th Report 

of the PAC Pth Lok Sabha).] 

AdIOD TIbII 

As regards the Committee's observations that the question of availability 
of the requiJite ~hn al personnel should have been aone into indepth 
before making a heavy investment of over Rs. 7 crores on a dredger which 

the port authorities could not operate to the full capacity, the followin, 
comments are offered:-

At the time of initiatina the proposal for procurement of a bisber 
capacity dredger OD a permanent basis for this port, the shor-
tage of Marine Officers was Dot telt. At the time at. COlD-
nililsioning of the dredger' 'Kandla' in 1963, the ~  

was the sanctioned strength tor three shift working of the 
dred!er and all the posts were filled up OIl creation aDi 
remained filled till June, 1975: 

(i) Dredger Commander with Master Fordp ,oilll certificate 

,(i i) Ch ,r ff ~r with Muter foreign goill, certificate 

(iii) ChiefOf6ce .. with Muter Home Trade certificate 

(iv) Mate Or. I with Mate Home Trade certificate. 

!I 

4: 

~l  before the dredger "Kutch Vallabb" was commissioned ill 
Jaauary, 1976, the following marine officers resigned from the Port 
TAJst:- , , 

I. Dredger Commander with 'WIster foreiPloing c;ertifiA;:ate 

2. ChiefOflH;er with Master Home Trade certificate. 

1 

Further soon after commissioning of the new dxedaer i.e. 'IWtc:h 
VaDabh" the Dredger Chief Officer bolding the Foreign JOins Master's 
certificate who had, in fact, been promoted as Dredger Commander, also 
resigned and had to be relieved. This left only one OUef Officer with 

Home Trade Master's certificate and 4 Mates Grade I with Home Trade 
Mate Certificate to man both the dredgers. Since· the port could fill up 
.the marine officer's posts for dredger 'Karulla' in 1963 and onwards and 
the .offi,cers contin.ued to stay ·with the port till almost commissioning of 
the new dredger, the port <lid not anticipate any difficulty in the recruitment 
of requircdmarine officers for manning and operation of the new dredger. 

3602 LS-S. .. ~ 
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The main reason for the 'resignation of the Marine 01licers· from the 
Kandla Port was the wide disparity between ,the emolumoots ,oft'r:red to 
~e Merchant Navy personnel and those serving as Marine Officers with 
~e Pon Trust. This disparity further contimJed to widen from time to 
tUne. The other relevant factor against attracting Marine Offi. 
cers to join Kandla Port is the remote situation of Kandla 
where educational, recreational and other facilities and amenities are not 
available as compared to other port cities. As such, Marine Officers 
desiring to take shore jobs generally ~er port cities like Madras, Bombay, 
Calcutta, Cochin, etc. where such amenitieS and facilities required by them 
are available. . 

, , . 
It is ootable that the siltation in the navigational channel is a er~n al 

problem at Kandla. To stabilize and maintain· a fixed channel, continuous 
and'intensive dRdgmg by a dredger of suitable capacity was inevit4\bie. 
Further, though dredgers could be obtained on hire from outside parties, 
they ware in fact neither made available at the required time nor for the 
required duration. The port has explained that ,on every occasion when 
it· becaIue possible to hire a dredger, this cpuld be done only after protract-, 
ed correspondence with the Ministry, Major Ports, the owners and drat too 
for short periods and' during the se8soDS when dredgers could not work 
e«ectively. I n view of this, even thoulih dredgers from outside were 
hired, the siltation roble ~o d not be solved to the required extent. 
Tbepossession of 8 dredger of suitable ~a  to tackle ~ a on .. 00 a 
continuous and sustained basis was, therefore, considered absolutely 
necessary. The decision to procure an additional dredger 'Kutch Vallabh' 
was therefore, taken after considering aU the relevant 'factors'." In our 
view, the investmcllt of Rs. 7 crores on the dredger should not be tc:naed 
as an unsound investment. 

It is forther added 'that the, siltatiOn rob~ at ,~. pon haS ~e 
ciitkal cfae· to natural phenomena arid it baa becomC iDmtable to ~ 
outside dredgers in addition to the two Port Trust dredgers. Even in ihe 
years to cpme,. it may.be necesury ·,to CIIIIIC outside, dredgers for limited 
periods for tackling the siltation ~e  and to maintain a stable chaD;Dt'1 
of mjnjmum required width and depth. 

lMinistry of Shipping &: Transport . ~ No. P'W/POA/ll/B2, ,dated' 
, ~  Decembrr, 1981] 

R.Cii',;.;;.;'...., .. 
• ". .', ,,' ,."..' .'.:'.. ' ,!I: ,1., 

.",., d .,~CIIl . bo~ ,,~ e to .,." ~ o ll tQ,..tP. 
~~: ~ on of the Committee on 1'raDsport Policy, ~ 
CoordIDatioD (1966):- . 

"We. at the wieW that I'h¢ Caitral ~ 1hoaW,IDIlit • 
~ TruSts sPeclaBy ill the 1arPt ports, IDdiq all t!te ~  
of resOurces tbmty can for development. They should atso be 
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e ~ raBed to seek. loans directly from the market and to this 
end. they should receive the necessary support from the Reserve 
Bank ,of In,dia and the Government of India. Loans from the 

Government of India should not constitute in the future as large 
a proportion of the total Port fin8lllCes as may have been 
necessary durin, the period of accelerated development under 
the Five. Year Plans when ~an al 'new capacities ha,d to be . 
established over a short period. Indeed, as a matter of policy, 
POrt Trusts ,should be expected so to manage their operation 
as to be able to draw at least part of their capital from the 
market. 

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

lin view of, the above, h~ COJIWlittee expect that a decision on the 
~n on allowing the major ports to a ~ their resources through 

market borrowings/debentures for financing their projects of modernisation 
and develOpment during the Sixth Five Year Plan wm be taken' at the 
earliest. ' 

IS. No. 47-48 of Appendix II (Para No. 4.401 to 4.42) of 97th Report of 
Public Accounts· Committee (7th Lot Sabha.] 

.' 
Ad ~ Taken 

, ~ on 66(2) of ili,e Major Port Trusts Ac\ alread. ro ~ ~ lp,aos 
Jruiy be raised by Ii B9'lfd in the open market on Port Trust securities issued 
by it or may be obtained from. the, Central. Government or a State Govern-
ment. However, the financial position Of mOst of the ports, except ~ , 
Madras and Xandla. is weak and. if these ports .. which are npt io a position 
to generate sufficient ilntemal resources to finance their pt&n workS have 
to· resort to market borrowings at current !f"ates which are very high, they 
will be furtherburdeDed with debt servicing HibiJities which nf r he~ 
advendy affect their financial position. During tho 6th Five YCfl' PtID, 
out of the tOt8I outlaY' of Its .. 551.00 crates carmarbd lor an the major 
,ports for their sehemes/projects . .;l ~ in the plan, Itbe major ports will 
'~ ,able . ~f  ~ e,~, ~~~ to,.tlle e e~  of~. :;1,1.25 .crore&. only 
and for the ba an~e amount. pf Rs. 339.75 C1'OI'e$ they .. wllhave to depend 
uJ,On budgetary ~ or  tror:n, Jh ,Cen~a  ,Goyernment Of Rs. 211.25 
crores the share of Bombay (including Nhava Sheva, Madras, and Kandla 
ports 8. lo ~ to Rs. 195.20 crates and the balance amount of Rs. 16.05 
.cores wiD be contn"buted by the remaining 7 ports. 

2. !Port and Harbour ~ ~~  . has considerably advanced in the 
'COuntry and the projects are DOw beiDg undertiken under the design. 
supervision and guidance of our own engineers. Equipment for construction 
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~ as a result of this the scope of financing port projects from loreian 
assutance and has been almost climiated. Thus, the only source fot 
market bol'rowiDgs left to the Potts is the bOrrowing from the home market 
through SOl)fCeS, like the Banks, llC, dcbenturw, fixed deposits, etc. 
The market borrowings, however, bear a high rate of interest and this will 
n~ea e the cost of de e o e~  works at the Ports, which will ultimately 
J'8:ISe the carge haudlina rates at our ports. If that happcm, this wlll 
adve:riIely aftect o~ exports and make our imports more expensive. 

3. As regards the position. prevailing in foreign countries, it may be 
stated that in U.s.A., Canada and Balgium, all development expenditure on 
~ n  is bamc by the Government. In Rotterdam and different ports 
of France, a major portion of the expenditure on approach channel a:adI 
dredging is borne by the Government. In the case of Ports in France, 
even 60 per cent of the cost of. development work on dOck yards" piers,. , 
etc. is also borne by the State. The Ports in West Germany are managed 
by the, State Gowmment and as such all expenditure on development is 
borne by the Oovcmment. 

•. In view of the above, it is not considered advisable that the major 
ports should borrow funds from the open market at high rates of interest, 
which will increase the development cost of the port projects and thereby 
compel the ports to increase their cargo hawiling  rates. Port is a service 
industry and it cannot afford to charge the rates which the trade cannot 

bear. 
" 

[Ministry of Shipping & Transport O.M. No. PW /PGA/12/32, dated 
7/1'J December, 1982.] 

Recoauaeadatloa 

The Ministry of Shipping and Transport have informed the Commftteo-
that tho major factor which is cOID.ing in the way of construction of houses 
in the township is the shortage of cement and steel. The Committee 
desire that the matter should be pumued with the Slate Government at It 
high level. ' , 

[So No. S6 Para No. 5.4 of 97th Repprt of PAC (7th Lok Sabba.] 

AetiOll Taken 

The Kamila Port Trust has reported ihat the position has undergone a 
favourable change and ceme'nt and steel are freely available in the open 
market: Therefore. pursing the matter of shortage of cement and steel with 
the S ~ e Government at a high level is no longer considered necessary. 

[Ministry of Shipping and Transport (Ports Wing) O.M. No. 'PW /pGA/ 
12/82, dated the 7/.13 December 1982.] 

Recomm ..... Uon 

Since Gandhidham is a developing township and a large number of 
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lndustries are being set up in the private sector particularly in the Kandla 
Free Trade Zone, there is acute shortage of houses in the area. The 
representative of the Ministry of Works and Housing informed the Com-
mittee that if the State Oovemment could draw up a programme for 
.development of the Township under the scheme for ,development of small 

.and medium towns, Central assistance for the same might be available.' 
The Committee desire that the Ministry of Shipping and Transport should 
take up the matter with the State Government wihout delay. 

In fact, the Committee do not see any reason why the Kandli Port Trust 
-should continue to .bear the ,responsibility for development of the 

Qandhidham township any longer. The matter should therefore be taken 
up with the State Government and an early decision is taken. 

[So Nos. 57 and 58 Para Nos. 5.5 and 5.6 of 97.th· Report of PAC 
(7th Lok Sabha).] 

Action Taken 

Gandhidhrun tpwnship and Kandla Port are a composite compIe'x; and 

the development of the township is, therefore, inter-linked with the develop-

ment of the Kandla Port. As the poq's pace of development was slow 
upto mid-seventies due to several factors beyond its control, this had an 
-adverse effect on the growth of the township which languished and could 

not develop fastor in spite of a master plan for a modem township and 
allotment of plots at nominal prices both for industrial and residential 
purposes. As soon as the traffic started picking up at the port, the con-
struction activity also started gainirig momentum. 

Other factors which favour retaining of the land with the Kandla Port 

Trust are the factors of economy and essentiality. Kandla Port is' situated 
at a distance of 13 Kms from Gandhidham township and the development 
of land near Kandla is quite expensive as it involves lot of reclam Iltion , 
'filling, levelling and pile foundation for permanent structures. Construction 

of buildings and structures necessary for commercial infrastructure con-
nected with the port traffic is consequently' much cheaper in Gandhidham 

township area than in the areas 'Ilear the port. Due to this reason, it i!'i 
necessary that' the Port Trust should continue to play its present role in 

'the development of the township. It is also felt that without proper and 

-adequate back-up of a modern township having banking aDd other infrastru-
cture facilities essential for deVelopment, a port cannot function etf.ective1y, 
Moreover, the Port Trust has already invested approXimately Rs, 3 ron~  

for the development of the township and has' entered into long term lca<;e 
with several aUottees of plots over the yean; and any transfer of the 
j'.lrisdiction of the township to the. State Government, at this stage, may 

not help in achieving the desired objectives. 

fMinistry of Shipping and Transport (Port..l1 Wing) O.M. No. PW /PGA/ 
12/82, dattd 7/t3 Decembu, 1982.1 



QIAPTER IV 

RECOMMENDATIONS AND OBSERVATIONS R.EiP!LlES TO WHICH 
HAVE NOT BEEN ACCBP'tED BY THE OOMMlTI'BE AND WHICH 

REQUIRE REITERATION 

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

[So No. 23 of Appendix II (Para 3.5) of 97th Report 6f the PAC 
(7th Lok Sabha)]. 

AdiOD TaPa 
Liquidaled damages: 

Out of the six barges ordered on MIs. West Coast Lighterage, Jam-
nagar, four barges were delivered within'the period of extensionallowod 
by the Board i.e. 31-8-1976; The 'other two barges were delivered-an 
10-5-1977. Therefore; the question of levY of liquidated' damages as per 
contract, clause arose in respect of the two barges' onty. Th.e" contract 
value of these barges worked out to· Rs. S ,51,00()' and liquidated damages 
for a period of 9 months @ 2 per cent per month' came to Rs. 99,200 
(18 per tent of Rs. 5,51,102) and not Rs. 7.08 lakhsasstated. 

The matter regarding-grant of extension for late delivery of the last 
two barges without levy of liquidated damages was placed before the Board 
of Trustees in the meeting held in May, 1977. The reasons for grant of 
extension of delivery period in respect of the last· two. barges from 1 st 

:"'/ <:)' 
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~ber, 1976 to 10th May, 1977, as mentioned in the note submitted 
to Ifbe Boar4 in h~ abOve 'rileetU1g 'are given be~o :' .' .  . 
,-•. ~ .. ~, ,::i ~ £' ~; ', I ~ :,';',J il1j'J.'. ,::i (-' ,' .l\.~ 

(i) N"on-avaUabiJity of Uoyda tested steel plates; 
.... ., '~  ~ .. , .• , .. ! .;" 1 "'''iI'' 

(Ii) Frequent troubles in transpOrting materials due to strike of 
rllll ~~ worjers; 

(iii) NOD-availability of gas; and 

(iv) Power cut. 

The above reasons which contributed to the delay in the .delivery of 
two barges' were considered justified by the Board and, accordingly, exten-
sion WB& granted after keeping in view also the fatt that the Port TruSt bad 
n~ suffered any distinct financial loss on account of delayed delivery. 

It should be mentioned here that though there was a clause in the 
contract for payment of escalation on steel, on the basis of which. tbe firm 

bad claimed the escalation on steel, but it was not allowed by the Port Trust. 
It is also relevant to mention here that the repeat order wa'i placed on the 
firm in October, 1973. while the barges were delivered in May. 1971 and 
during this period, there had been high ftuctuations in the price of steel, 
which was the main raw material for the barges. It may further be men-
tioned that the security deposit for 4 barges amounting to Rs. 95.600 /-
arid also the last stage payment of the folJlrth barge amOlmting to 
Rs." 27,SS5/-were withheld for non-delivery of the last two barges within 
the stipulated period. These amounts were, however, released finally when 
t$ period of iteUvery was extended by the Board. This indicates that 'the 
POrt Trust .badDOtbeCn lenient.·' It is also pointed out that judiCial pro-
nOWlCemcntin rCprd to cases orUqui4ated damages were clearly against 
levy of liquidated damages' where no' actual loss had been sustained by. the 
party ordering the goodS. In this connection, relevant extract from the 
judgement of Allahabad High Court in case of State of UJP. A e an~ VS. 
CJlandra Gupta & Co. Respondent (AIR 19n Allahabad 28 JllD., 19?7) 
is"iittached. (Annex).' 

The Committee have observed that the reasons given for non-recovery 
of liquidated damages viz. that there was no loss suffered by the Port since 
there was no demand for the barges and that even the existing four hil:ges 
cOuld 'not be fiillyutilised are seK-contradictory. It is pertinent to mention 
thatthe reasons were given ata time when the last twO barges were actual-
ly delivered. However. this does not take away the rationale behind the 
prOOirement of barges,which was considered at a much earlier period on 
tJ1e'basis of the then exfsting treI1d in traffic. The fact remains that the 
aemand ror the b:ltges dWindled'Coosiderably when the barges were actualfy 



66 

receiVed mainly due to decline in the import of foodgrains and export of 
salt from the Port for which the barges were expected to be utilisocl.The 
subsequent decline in traffic was beyond the control of the Port"authorities 
as the same was related to the. stoppage of the imports of foodgrains and 
exports of salt according to the policy of the Central Government. 

In view of the above factors, it is felt that the Board took. a conscious 
decision nOl to levy the liquidated damages in the above case. Conse-
quently there is no need to investigate the matter further for fixing re on ~ 

bility in this case. 

Remlll'ks offered by Audit: 

In respect of serial No. 23 of Appendix n (Para 3.5) of the 97th Report, 
where the Ministry has disputed the amount of liquidated damages, it may 
be mentioned that the amount of Rs. 7.08 lak.hs mentioned in the PAC's 
report is correct. T~ amount represents the liquidated damages re o ~r~ 

able for 6 barges for the entire period of delay from the due date of delivery 

for eaCh barge to the actual date of delivery for each barge 8'Dd as such does 
not require any revision. 

Further, the supply order also stipulated that if the contractor failed to 
deliver the stores or any instalments thereof within the period fixed foe such 
delivery, the Chainnan of the POrt Trust might cancel the contract or a 
portion thereof. The Port Trust which had decided to purchase six more 
steel barges Qnd obtained the Government's approval in September 1975 
had not gone in for these additional barges due to the change in the trend 
in traffic: Had the action to cancel the contract f!lr the twO additional 
barges (due date of delivery-January 1975) been taken instead of granting 
. extension from time to time upto May 1977 idle investment on at least two 
barges (Rs. 5.9$ ]akhs) could have been avoided. 

Further comments of tl1/' Ministry of Shipping & Transport: 

The Audit has expressed the view h~ liquidated damages amouRting 
to Rs. 7.08 lakhs are leviable on an the six barges for the period of delay.' 
It is staled in this regard that separate S!lPP]y Orders were placed for four 
barges (vide No. ST:PU0649/24 dated 8th May, 1973) at the rate of 
Rs. 2,75,551/-per barge (total basic cOSt Rs. 11,02,204/-) and a repeat 
order was placed (vide ST:PU :0649/238) dated 5th October, 1973) for 
two barges at a cost of Rs. 5.51, 1 2 ~. The Port authorities have report-
ed tbat the delivery date of the four barges ordered under Supply. Order 
dated 8th May, 1973 was extended from time to time having regard to all 
relevant circumstances. The barges were delivered within :the extended 

dates. lIn this connection it is relevant that the general cOndition 14, read 
with special condition 15, of the contract ~d onS empowers the p.urcha-
•• # ' • 
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ser (the port) to grant extension of time. As the delivery of barges was 
made within the extended period of delivery, there was no question of levy 
<>fany liquidated damages on these four barges under condition 5 of the 
Supply Order. The deCision to grant extension had been 1Bken after the 
Port had been satisfied that the circumstances mentioned in condition 
No. 14 of General Conditions and condition No. 15 of Special Conditions 
of the cODtuct warranted such a decision. Once the extension of delivery 
period was granted, it would be appreciated that the question of collecting! 
levying liquidated damages did lDot arise. 

As regards the other two barges for which the Supply Order was placed 
-on 5 October, 1973, these barges were not delivered even after the 
31 August 1976, the extended date of delivery, and were delivered actually 
on 10 May, 1977. Therefore, the Port authorities had placed before the 
Board of Trustees the full facts of the case suggesting that the liquidated 
damages need not be levied for the period from 1 September 1976- to 31 
May 1977. It is also relevimt that the maximum liquidated damages levi-
able in respect of these two barges on 'the basic cost of Rs. 5.S 1 lakhs at 
the rate of 2 per cent per month for nine months from September 1976 to 
May 1977) worked out to Rs. 99,200/-. Upon tun consideration of the 
matter, the Board decided under Resolution No: 19 of May 1977 that the 
penalty of liquidated damages should not be levied on the Contractors. In 
the light of the above, it appears that it would not be correct to club initial 
purchase of four barges and subsequent purchase of two additional barges 
for the purpose...of liquidated damages as they were purchased under sepa-
:rate supply orders. Besides, as stated earlier, in cases where no actual loss 
is sustained by a purchaser, liquidated damages cannot be enforced legally. 

The view of the above explanation and taking into account the total 
circumstances of the case, and specially the fact that the decision in this 
case was taken by the Board of Trustees, it is felt that the matter may'not 
be pursued further. 

[Ministry of Shipping & Transport (Ports Wing) 
No. PW/PGA/12/82 dated 31 December, 1982]. 

Annex 
AIR 1977 Allahabad 28 January 1977 

State of U.,P., Appellant Vs. Chandra Gupta & Co. Respondent. 

Extract of Paras 18 & 19. 
"18. After having heard counsel for the parties, we are inclined to 

accept the submission 'advanced on behalf of the .respondent, Section 74 of 
the Indian Contract Act entitles a person to get reasonable compensation 
and does not entitle him to realise anything by way of penalty. If a con-
tract is not duly performed but still no damage is suffered on aCcount of 
non-performance, the promisee would not be entitled to get damages. 
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19. ~ similar question regardiu.$ the right of the Union of lD.dia t.9 for-
fe!t the seCurity caine 'up .for' consideration before the Supromc CloDrtin 
~a la Bux Vs. Union' of India, (AJR 1970 SO J S~ . In that case 
~ Ia l,lw: be'd ent,ered mto Q contract with the GovcrolUlleDtof lJutia'for 
J ~ sUpply c:k Certain goods and b8ddeposited cortain' amount of" ~ 
fOr qte 'due performance of the contract. it was stWulated in the cOntraCt 
that ~ 'amount of security was to 'stand forfeited in the case the appcllaDt 
neglected to perform his part of the contract. On Maula 8ux OOIDmitthtg 
ddault in the'supply, the Government did DOt only rescind the'conttactbut 
also forfeit the security deposit. Holding that a case of forfeiture of 
earnest money was difterent from the forfeiture of security depoSit for due 
petformanccfof the' C011tiaCt, the'supreme COUrt held that n~er'Se n 74 
ODIy reasonable amount can be forfeited if a' cOntractu not petformed. 
But. where Under the iertns of the contract the party in breach has under-
t&ken to pay tlsumof money or to forfeit a sum of money which he has 
a1feady paid to the party complaining of a breacb of contract the onder-
ta\ing is of the nature of penalty. It further held that the amount depo$t-
ed by way of security for guaranteeing the due performance of the contmct 
could not be regarded as earnest money. Applying the law to the facts of 
the; present case, we find that as the defendant, admittedly, did not suffer 
any damage it was not entitled to forfeit the security deposit, in as much as 
forfeiture of security would amount to imposition of penalty. This case 
was folloWed by the Supreme Court of UniOn of India V. Rampur Distillery 
aII1d Chemicals Limited (AIR 1973 SC 1098). It was held in this case 
that ~e party to a contact taking security deposit from the other I'art, io 
emure due performance of the contract Is not entitled to forfeit tl1e security 
dePosit on the ground of' default, when no loss is caused to him in COOIle-
qumce of such default. We, accordingly, find that the lelUlled Civil Jud,. 
was oot right in holding that the forfeiture of security by. the defendant itt 
the instant case was justified. We, therefore, hold tbat the plaintiff is 
entitled to get a decree for the sum of Rs. 6,650/-undec dtis head." 
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~  

~ , E An S A , ~ .ATI~S IN RESPECr OF 
WHrCH GOVERNMENT HAVE GIVEN INTEIUM RBPL1iES 

it ' .' t' 1. . . .-..... 
The Committee note with concem that the main handicap at Kandla 

is the non-availability of wagons. According' to the' datafurniBhed by the 
Ministry of Shipping and TRlosport, the supply of wagons against the 
average daily indents was oaIy 56 per cent in. 1979-80, 36 per cent ill 
1980-81 and 62 per cent in 1981-82 (upto December, 1981). The Kaul 
Committee had pointed out that 10 lakh tonnes of export cargo from the 
h n~erland of ~ ldl~ is now being roUted through BOmbay Port and a 
majOr portion of this could be attracted. to the Kandla Port if concession 
to the extent, of SO per cent in rail freight waS given by the RailwS:ys. 
The Ministry of Railways have agreed in princip1eto the grant of freight 
rebate for export of certain commodities on the condition .that tlte Minis-
try of CommerCe or the concerned MinistrieS undertake to reimburse to 
the Railways all the revenue loss on this account together with a five 
per cent service charge. Since the augmentation of export traffic from 
Kandla would not only correct the imbalance  between the imports and 
exports but would also result ~n large ll~ber of empties becoming avail-
able for the import traffic, the Committee consider, that the question of 
granting freight rebate for exports through ~nd a Port needs to be con-
sidered seriously. The Committee would like the niatter to be examined 
by the Committee of Secretaries and an early decisiOn taken h~. 

[So No. 15 Para No. 2.48 of 97th Report of PAC (7th Lok Sabha)]. 
. . .," . 'J! 

Ministry of Railways, with whom the matter was taken up again rei-
terated their standth8t the Railwa1s are n ~ n a position to revive tbe 
freig1ttconc:ession fot expbrt trd1c. ney haw,' however, no objeCtion, to' 
cperate the scbeJDe of freipt rebate '·ror eXPOrt for -~ -(XIDm1odities 
proWled the Ministry of'~ reim.butsed to tbeRi.ilways aU"the 
rewbuelost by the RailwaYs Oft h ~ account togetberWith ~ pen:entsur--
charge. AttematWely. the Ministty"dltectly C ~' f h the cxpor.t'of 
the' commodity should reimbUrse the amount b he' ~ of Railways. 

The views of the Railway Board 'have ~n ~ n a~ to b~' Minis-
try of' Commerce with the request that they '~  COnsider the sUJ¥Suoo 

6g 
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of the reimbursement of loss suffered to Railway Ministry. Commerce 
Ministry has replied that they are ·examining the question whether such a 
concession can be mode available through Market Development A"sistanee 
(MDA). For this purpose, a paper is being placed by the Commerce 
~ r  before the MDA Main Committee consisting of Secretaries of 
Commerce, Expenditure and Economic Affairs. 

[Ministry of Shipping & Transport (Ports Wing) (O.M. PW/PGA/12/82) 
dated 31st December, 1982]. . 

ReeoatmendatJOII 

The Audit para has pointed out that there were deficits of the order 
of Rs. 22.36 lakhs in t 978-79 and Rs. 27.20 lakhs in 1979-80 in the 
~ on of Port Railways. The Committee regret to observe that the 
iisue of payment of the terminal/haulage/siding charges by the RailwayS" 
has remained undecided even since the booking of the gOods traffic start-!d 
at ICandla Port ill 1956. The Committee find that the real point of dis-
pute is the question of payment of the cost of ,taft quarters and allied 
buildings  which were built by the Railways as deposit works at a cost 
of RI. 23.73 lakbs. The Railways' contention is that the Port Trust/should 
~  the capital cost of the line first before they can expect us to pay rail-
way charges.' Moreover, the steff were working for the Port Trust and a~ 
such the liability should be borne by them, as say the case with other Port 
Trusts such as Cocbin, Tuticorin etc. The n~ r  of Shipping and Trans-
port have on the other hand, . taken the stand that the  cost of staff qoo'rters 
should be borne by the Ministry of Railways since these were built for 
their staff. The Committee consider it extremely unfortunate that it has 
not been possible for the two Ministries to settle this dispute for the last 
as many as 26 years. The Railways ~ ld legitimately have insisted on 
pre-paymellt of the cost of stafi quarters as required under rules pres-
cn'bed for such deposit works in the -Railway Manual. The Commhtee find 
that consequent upon the evidence tendered before them both by the 
representatives of the Ministries of ,Shipping and Transport· and the Rail-
ways, a joint meeting was held in February, 1982 wherein an agreement 
has been reached on some of the outstanding ~. However. no llettle-
ment has yet been arrived at with regard to the capital cost of sroff quar-
ters and allied buildings though the Railways have agreed to maintain the 
same at their cost and recover the ren from their staff. The Committee 
would impress upon the two Ministries the need fOr eniving at a decision 
in the matter without any further delay. They would like to be apprised 
of the OUtcome within six months. 

IS. No. 50 Para No. 4.54 of 97th Report of PAC (7th Lok Sabha)]. 
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Adioa Take. 

To find a solution to the dispute pending between the Western Rail-
ways and the Kandla Port Trust regarding the payment of the cost of staft 
quarters end allied buildings built by the Railways at Kandla, this Minis-
try proposed an inter-ministerial mooting with Railway Board. The meet-
ing is likely to be held soon aild the PUblic Accounts Committee will be 
informed of the decisions taken. 

[Ministry of Shipping & Transport (Ports Wing) (O.M. PW/PGA/12/82) 

dated 31st December, 19821. 

NEW DELm; 

March 28, 1983 
Chaitra 7, lOOS{S). 

, SATISH AGARWAL 

Chairman 
Pub lie Aceormt! Committee. 



(PART U) 

Miutes of 68 .. siUhIe of the Public Aceoonts COIIIIIIittee held Oft 
24 MarcIt. 1983. . 

The Committee sat from 1500 to 1545 hours. 

Shri Satish Ajarwal 

PRESENT 
CHAIRMAN 

MEMBERS 

Lok Sabha 
Smt. Vidyavati Otaturvedi 

, Sbti G. L. Dogra 
Shri Bhiku Rem Jain 
Shri K. Lakkappa 
Sbri Mahavir Prasad 
Shri DhaniJc Lal Mandai 
Shri Harish Rawat 

Rajya Sabba 
Dr. Sankata Prasad 
Shri Nirmal Olattcrjee 

SaCUTAlUAT 

Sbri JC:. C. 'RIlstogi-Chief Financial Committee Officer. 
Shri K.. K. Sharma-Senior Fintl1lCiol Committee" Offictr. 

REPRESENTATIVES OF AUDIT 

Sbri L P. Khanna' A-DAT (Rl 
Sbri R. s. Agarwal-Deputy Director, 

• • 

Commerce, WOrks and Misc., 
New INIIti." 

* • • 
2. The Committee then took: up for consideration draft Report on actioIl 

taken by Government on the recommendations contained in 97th Report 
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(7th Lot Sabha). on Kandla Port Trust end adopted the same with 
modifications/amendments as indicated below: 

Page Para I.ine(a) Amendment /Modification 

8 1'10 23 For 'wlUteful use'Rt(Jd 'avoidable consump-
Uo' n. 

II 1'13 18 For 'be' Reail '~o be' 

13 1'16 8 Dllele 'easily' 

18 1'19 3 For 'supply'Reail 'supply of' 

--. _._-_. 
The Committee also approved some minor modifications arising out of 

factual verification of the draftrepon by Audit, 
The Committee then adjourned. 
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