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GOVERNMENT OF KERALA

FISHERIES & PORTS (C) DEPARTMENT )
Statement of action taken on the Report No. 4 of the Comptroller & Auditor General of India
for the year ended 31" march 2014

SL
No

Para
No

Department Conclusions/ Recommendations
concerned

Action Taken

31

Fisheries & Ports Introduction
(C) Department

Harbour Enginecring Wing of the Department of Ports was
declared as an independent department as the service department
in the year 1982 for Department of Ports and Fisheries
Department. . Later, GOI have empanelled Harbour Engineering
Department as technical consultant in Marine Engineering field:
Subsequently Tourism Department also declared Harbour
Engineering Department (HED) as their service Department in
coastal area. - :

The major activities of the HED include the investigation
works for Ports and Fishing Harbours, preparation of DPR for
Technical Sanction, issuance of Teéhnical Sanction, arrangement
of works through tenders, awarding works, execution,
measurement, billing and payment of works which are proposed /
suggested by the Department of Ports, Fisheries Department and
Tourism Department. :

Considering the expertise in the marine sector, the Tourism
Department has declared Harbour Engineering Department as
their Service Department for execution of works in coastal district.

32

Fisheries & Ports Organization
(C) Department

Harbour Engincering Department is comprised of Chief
Engineer’s office headed by Chief Engineer, One Deputy Chief:

Engineer at the office of the Chief Engineer, 3 circles headed by

iy



Superintending ‘Engineers, 8 Divisions headed by Executive
Engineers and 24 sub divisions headed by Assistant Executive
Engineers. Harbour Engineering Department has present staff
strength of 596 for the implementation of present projects /
schemes / works and also for the investigation, planning, design,
estimating for the proposed works.

3.6

Fisheries & Ports
(C) Department.

Audit Observations

The view taken by audit that the Harbour Engineering
Department is ill-equipped to perform the specialised role’ which
was' envisaged for it and thereby suffered from several
deficiencies is not correct based on the following grounds.

* Insufficient staff strength was very much affected its
performances, and this constraint makes the running of
Harbour Engineering Department becomes difficult and
impossible to do everything,

* Fund for investigation / head of account with provision of
fund is not allocated to -the Harbour Engineering
Department till now which is. a hurdle for the required
action, 4

" = With the available work force and funds got allocated by |

the concerned Departments, most of the investigation
works are complcted by Harbour Engineering Department
so far. That is, the view of audit is not fully acceptnble

363

Fisheries & Ports
(C) Department.

Engagmg External Consultants

Some of the technical facts involved in this regnrd are as
follows. :

-® In most of the cases, Harbout Engineering Department
need to construct breakwater to get a tranquil basin and
stable navigational channel for the operation of vessels in
harbours,

8y
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e As there is no guarantee in achieving the desired results, |
HED has no other option, but to go for getting best
technical advice available in India. That is why HED

- entrust model study to IIT, Chennai or CWPRS, Pune. This
does not mean as incapability of HED, but it is up to the
level of science developed to give theoretical solution.

*  As per the rules, EIA should be conducted with accredited
agencies enlisted by Government of India. HED invites
competitive tenders from the accredited agencies and carry
out EIA study. So, the audit observation of out sourcing
EIA is not tenable.

e Audit observation of out sourcing CRZ status report is not |
tenable as Harbour Engineering Department have to get it
from the legal authority after remitting the required fee.

In view of above facts, the audit observation may be dropped.

Construction of Nambiapuram — The followinig facts may be considered as reply to the audit

Kattipparambu Sluice cum bridge - observation. '

e As stated earlier, Harbour Engineering Department has
allosted no separate Head of Account with provision for
funds for investigation work and as such no investigation
work is able to be carried out prior to the estimating of
works. Hence the “design “and estimate for the

* Nambiapuram — Kattipparambu sluice cum bridge work
was prepared considering the construction methods |
. adopted for constructing similar type of structures in the
nearby areas. The sub soil strata in Chellanam area is loose
and hence coconut piling work is commonly adopted for
the small culverts constructed in this area so as to
strengthen the sub soil. The span of the proposed bridge at
Nambiapuram is only 4m and hence coconut piles are

0S



proposed here for strengthening the foundation soil.
Above the group of coconut piles, RCC box culvert is
proposed. This is only with an intention of construction of
the structure at a lesser amount. Estimate for the work was
prepared considering all the above aspecis and Technical
sanction was issued for arranging the work. Subsequently
the work was tendered and agreement executed.

¢ But, when the construction work of ring bund was in

progress, it is seen that the sub soil is very loose clay. As
the foundation provided was found to be irisufficient
considering the nature of sub soil, detailed boring and sub
soil investigation work was entrusted with LBS centre. As
sufficient staff is not available in Harbour Engineering
department, the structural design was entrusted to M/s
Esteem Developers a Government approved agency and
the design was finalized.

Revised estimate for the bridge as per revised demgn was
finalised as on December 2013. Meanwhile the time of
completion of the work has been expired The contractor
had not given the application for the extension even afier
repeated request from the department. Hence, the
contractor was directed to execute the work as per revised
design. But the contractor had not taken any steps to
execute the work as per revised drawing. Hence
Agreement authorlty issued ﬁnal notice for terminating the
con!mct

'I'heworkwnstennmatednﬂmnskandcustoflhe
contractor and retendered from the office of the
Superintending Engineer as per the terms and conditions
of contract and as per prevailing rules. Against the

rearrangement of work at the risk and cost, the contractor

19



filed OS No. 302/2014 before the Sub Court, Ernakulam.
In the interim order dated: 23,01.2015 of the above OS,
the Hon’ble Sub judge Emakulam allowed the Department
to retender the work at the risk and loss in respect of the

work ‘awarded to. the petitioner as awarded earlier subjecl

to the final disposal of: the suit.

The work is now tendered, awarded and agreement
executed at the risk and cost of original contractor. The OS

No. 302/2014 is now pending disposal on the files of the

Hon’ble Sub Court, Ernakulam.

Accepting the rcply the audit para may be dmppect

Construction of Kumbalam Nettoor
Bridge

The following acts may be considered as reply to the audit
observation.

* As stated earlier, HED has no separate Head of Account for

investigation work and-as such no separate investigation
work can be carried out prior to preparing the estimate of
this work. The Estimate for AS was prepared based on the
standard structural desigu details as per IRC for 24m span
bridge. The depil of pile was iaken arbitrarity based on
enquiry regarding construction of ncarby bridges by other
agencies.

After getting AS; soil investigation work was entrusted to
LBS Centre. Mean time in order to avoid delay in arranging
the work, TS for tender purpose was issued based on

. schedule of rates 2012, before soil investigation work was
' completed. The work was tendered and agreement was’
executed based on the drawings as per the above TS. Afier |-

completing the soil investigation, the results were given to
Cochin University of Science and Technology for detailed

._structural design of foundation. The pile design obtained |

[ A



from CUSAT was 'seen over design and expensive when
comparing with the TS and hence the work was not
executed. Moreover, land required for construction of
approach roads on both sides was not received from the
concemned LSGD authorities, and hence the work could not

be able to be materialized. In the mean-time, the time of |

completion as per the agreement (executed with the
contractor for 12 months) was also over and no work was

able to be commenced within this period.

Relying upon the specific conditions in the agreement with
regards to non-availability of land for construction, the
contractor can be relieved from the contract without any
liability, after executing a closure agreement. But, it is to be
considered that when the land required for construction is
made available at a later stage, fresh estimate as per the
prevailing rates are to be prepared and floated for fresh
tenders since as per the rules now prevailing, tenders gan be
floated only based on the estimates prepared on current
schedule of rates alone. - In this circumstances, the offer.
from the present contractor was examined with current
rates. It was found that the alternative design was found to
be more economical than the standard structural design
details as per IRC for 24m span bridge based on which TS
was issued and the design that obtained from CUSAT.
Subsequently the alternative design was submitted to
Government and the technical wing of the ~Finance
department (CTE) inspected the site on 10/09/2015 for
verification of the proposal. Govt. of Kerala had approved
the estimate based on alternative design vide G.O.(Rt)
No.77/2016/ F&PD Dated: 04.02.2016 for an amount of Rs
9,32,51,106, which is 10.37% below the estimate amount
of Rs. 10,40,36,613 based on DSR 2014 and MoRTH
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By accepting the reply the audit para may be dropped,

specification for the bndge proper and RE wall work and
approach road

. The land required for the work was also now made| .

available by concerned LSGD authorities. The contractor
has executed supplemental agreement and taken over the
site and the work is now progressing. The work is now
awarded at an amount of Rs. 9,32,51,106/- with saving of
Rs. 2,16,35,804/- to the public exchequer as the work was
originally awarded for an amount of Rs. 11,48,86,910/-,
Here it may be taken into account that there is no change in
the scope or purpose of the work. That is, the purpose and
objective of the work — construction of bridge is going to
be achieved at a lesser cost than the one nngmally agreed
to as per agreement. z

3.64.2

Fisheries & Ports
(C) Department

Non Availability of land:

(I) Coastal road works:

Audit observations are not true to facts on the following ground.
 Up gradation of coastal roads is a scheme for constructing

- by local bodies. New roads proposed are through densely

- and estimates for Administrative sanction are prepared

and mmntmmng the coastal roads for .the bénefit of
fishermen' living in the coastal area. The roads are
suggested by MLAS or representatives of people of local
bodies and accordingly list will be approved by-the Gowt.

Then HED will take up the roads based on the appmved list
received from Government.

Most of the roads taken up under this scheme are possessed

populated area and surrender of private land if any required
before getting sanction of the estimate is not practicable

based on the assurance ‘of handing over of site by
conoerned local bodies.
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*  Asa general feature, though.there is a path or foot pathway

is in existence, it may be under encroachment and eviction
is more or less impractical. Also, though a pathway or
village way is in existence as per the asset register of the
local body, partially it may be under encroachment /
encircled by fencing by planting coconut tree / other trees

by the near side resident. However, now the certificate |.

regarding the way / pathway as per asset registers of the
concerned local body institution is insisted in all the cases
before tendering and awarding the work.

o From the observation of audit itself, out of 1592 road works

sanctioned during the period 2009-14, only 19 were
abandoned for want of land. The percentage work out as
1971592 x 100 = 1.12% which is only a very lesser or even
negligible.

As from the observation of audit itself, 98.88% roads were
executed and completed during the period of audit 2009-
2014, which is a remarkable success and cannot be stated as
a bad record for the Department considering the fact that
these are through the densely populated coastal area of

Kerala.

(if) NABARD Assisted Works:

» Regarding the audit observation, the following points are
brought in to notice. SR {

s Usually NABARD will not give fund for land acquisition
and the Government of Kerala should meet fund for it. So,
in most of the cases, it was insisted to provide land for the
proposed project under NABARD scheme by the local
body at their own cost or get surrendered from private land
owners at free of cost. ;

« Obviously, nobody will relinquish land unless get a

b



_ sanction for the proposed project. While preparing the

In view of above facts, the audit observation may be dropped.

confirmation from government, i.e. an administrative

estimate, the local body authorities give an assurance of
handing over land at the time of construction, but it may
not happen in some cases and in some cases it succeeds.
Department have had success as well as failure on getting
land. ; %

While proposing estimates for various works, utmost care
is taken by the department to make sure the availability of
land, after discussion with concerned local bodies.

Harbour Engineering Department -have undertaken the
works such as construction of Kunjithai- Chettikkadu
Bridge and Kottuvallikadavu- Vavakkadu Bridge based on
the assurance of Local Self Government authorities and the
Honorable member of the Legislative Assembly, that they
will arrange the required land before the execution ‘of work.
Accordingly, sanction was accorded for the above projects
under RIDF-XVI. But even after awarding of the work,
they were not able to.make available the required land for
construction. The contractors requested to relieve them
from the contract soon after executing the agreement since
the site for construction were not able to be handed over.

But there is only two cases in the matter of construction of

Bridges were abandoned after tendering and awarding the | .

work asin all other cases the works were executed and
completed and hence this may be considered as only stray
incidents.

95
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3.643

Fisheries & Ports
(C) Department.

Ineffective Planning and execution
of works :

Construction of Chathanadu — Cherai’
Farm Outer Bund in Emakulam
District

The audit observation in general is not after a proper appraisal of
the facts in each case and specific replies based on the actual
position taken into consideration are furnished below. The
expenditure worked out by audit as avoidable to the tune of Rs.
44.44 in 3 cases is not avoidable but most necessary as is given
below.

* The observation of audit that an incidental item of
providing ring bund with a top width of one meter was
included in the estimate for a length 8500 m @ Rs.
1056.64/m and the item was not necessary as the work of

* dumping rubble in tiver bed and construction of DR
masonry for rubble packing over the dumped rubble were
undertaken when the level of water was very low and hence
avoidable expenditure of Rs. 35.34 lakhs is not correct, and
the facts of the case is entirely different as is furnished
below.

* The work under reference is to be executed to connect
Chathanadu ferry to Cherai Bridge and one side is a canal
* having an average width of about 100 meter, which is also
a part of the national water way, and the other side is prawn
cultivation farming namely ‘Chemmeenkettu’. That is, both
sides, where the bund is to be executed, is water logged
area where average depth of water is about 1.50 m to 2.00
m as per soundings taken at the time of estimating for the
work, Here it may also be considered that 25 numbers of
small streams were identified during preliminary
investigations, which are going across the bund to be
* constructed where watér is flowing from the eastern portion
to western canal.

* That is, it is to be taken into account that a bund of width
8.00 m is intended for vehicular traffic, which is to be

L5



constructed in water on both sides and its base is having
thick mud. Moreover, the proposed bund is to be
constructed with dredged spoil to be taken from the canal
by means of dredging.

The observation of audlt that the prowsion of nng bund
was incidental is also not correct since the provision for
ring bund was not brought out as incidental during

execution of work but included in the estimate as original

item as a result of preliminary investigation.

It may be looked into the case that if the ring bund is not
provided in the work. The DR masonry wall having an
average height of 2.00 meter is to be constructed in water
having an average depth of 1.50 m to 2.00 m over the
dumped rubble for a length of 8500 meter in which 25
numbers of streams crossing the same. Besides after
construction of such a wall, dredged spoil is to be filled for
forming a bund of width of 8.00 m and no doubt it is to be

stated that such a wall of DR masonry will not survive due
to water pressure from dredged spoil. In addition to the
above, if for the sake of such an argument, the case is
considered, the thickness and slope of the DR wall had to
_be increased larger size which will also increase the

quantitytonmyfoldsincreasing!hecostofcmMon .

than the present. That is, as the ring bund is provided
originally the bund side of the DR wall was able to be
constructed in vertical at a reduced size. But if the ring
‘bund was not provided, the both sides of the DR wall will
have to be constructed by providing slope and berm on
either side increasing the quantity of rubble work to many

folds
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Another ‘aspect is also to be considered in the -matter. A
comparative table is furnished below as the provision, rate, and
amount provided in the estimate now in existence and in the case
if the ring bund is not provided. Here it may be taken into account
that no boat conveyance is provided for the entire length of 8500
m of bund on the basis that materials are to be conveyed through
the bund and if the provision of nng bund is not provided 9 km
boat conveyance is to be provided in the rate for conveyance of
materials. .

Sl Description of item Rate Quantity Amount
No. it

1| 2040 dm’ rubble - Rs. 482.61/T 31600 T | 152,50,476/-

2 | DRunderwater |  Rs. 11 1149.'m | "9400m’ | 1,08,00,600/- |
3 | DR above water ~ Rs. 1089/m® 2350m* | 259,150 |

level
4__ [ Ringbund [ Rs.1056.64/m . | 8500m 89.81,440/-
Total ~_3,75,91,666 |

II) If the ring g bund is not prov:ded rubble bund have to be
constructed by providing slope on either side which increased
rubble quantity and also conveyance of mateérials = Actual
conveyance + boat conveyance .

Sl No. | Description of item Rate Quantity Amount
1 20— 40 dm’ rubble Rs.640.137T | S4060T | 3,46,05,4280-
2 DR under water Rs. 1242.50m° | 13090m’ | 1,62,64,325/-

3 | DR sbove waterlevel | Rs 118250/ | 2350m | 30153757
4 | Ring bupd

Total 5,38,85,128/-

The difference 1,62,93,462

. That is if the ring bund is not provided in the estimate an
excess amount of Rs. 1,62,93,462 (Rupees Onc_crorc sixty
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two lakhs ninety three thousand four hundred and sixty two
only) will have to spent which may be considered. The
increase in quantities in the table II dbove is due to the
increase in width of base and slope of retaining wall above
water level in the absence of ring bund.

The observation of audit that the work can be executed
without provision for a ring bund when the level of water
was very low is also not correct and feasible in the case.
The water level in the area is not lowered in any season due
_ to the specialties of location. T
i -
Besides, an estimate for any work for arranging through
-sealed competitive tenders could not be envisaged as
certain items of work in the estimate are to be executed
when the water level is becoming low or in drought season
especially in the weather seasons of Kerala where rainy
season is for about almost 8 months in an year.

In the instant case, it is to be stated with no doubt that a
Dry Rubhle magsonry conld not he able to he exeented in a
water level of between 1.50- 2.00M on either sides. But the
same can be executed on the side of a ring bund with
minimum size and slope, which is properly envisaged,
estimated and sanctioned. Here it is to be taken in to

account that these factor were well evaluated while |

preparing the estimate for the work. The matter that the

ring bund formed will later form part of the main bund of

width 8M may also be taken in to account. That is the ring

bund provided in the estimate is not intended only for the

construction purpose but forms part of the main bund and
+ in such circumstances cannot be avoided at any cost. ‘

e It inay also be considered that the main bund of 8m width |

09



* If a ring bund for the adjacent pier across the river is
provided and is executed, the flow and discharge through
the other portions of the river will be considerably
increased and of course will result in the washing of the

river bank. Besides, the pile cap provided in the design are |

of the size 4.70M x 4.70M and during execution of the
work the natural flow of the river will be normally blocked.
to a length of 28M (4.70 x 6) which also result in the
excess velocity of flow in the river through the available
* openings naturally. & ;

* The site of the bridge proper is near to the estuary of
‘Poorapuzha’ and the distance to sea shore is only about
60-70 metres. That is, the site is very near to the Arabian
Sea and estuary, the site is to undergo the tidal effects also.
As the site is just nearby, a ring bund as suggested will not
sustain due to the velocity of flowing water and tidal
variation effects.

* Another matter of concern requiring attention is the traffic
of fishing vessels through the site of the bridge and aring
bund across the river obstructing the vessel traffic will only
able to invite the protest from the fishermen community.

Hence it is concluded that the alternate suggestion of
audit that two piers adjacent to the land can also be
constructed by providing a ring bund is not feasible on both
technical and also on practical grounds and the observation of
audit that avoidable expenditure to the tune of Rs. 9.10 lakhs |
could be saved is also not corrett. .

3644

Fisheries & Ports
(C) Department.

Inefficient execution of allied works
Jor fishing community:

Regarding to the audit observations, the following facts are
brought into notice.

* Government had accerded sanction for the implementation

€9



J

| Theera :amrud‘kf - Drinking water |-

supply at Paravoor

of Theerasamrudhi Project costing Rs.1875 Lakh. Required
land and other support are to be provided by the local
bodies and the project has to be run by local bodies as per
the sanction. Out of which 50 lakhs was deposited to
Harbour Engineering Division, ‘Neendakara for water
supply and sanitation works. Since thére was no land for
the implementation of sanitation works under Neendakara
division, the amount allotted for sanitation scheme
amounting to Rs. 10 lakhs was transferred to Harbour
Engirieering Division, Vizhinjam. The balance amount of

Rs. 40 lakhs was distributed to the implementation of water

supply scheme at Paravoor and Kizhakke Kallada in
Kollam District, of which Kizhakke Kallada project was
completed on 05.07.2006 and handed over to Kizhakke
Kallada Grama Parichayat. The expenditure incurred for the
above project was Rs. 20.51 lakhs.

In Paravoor Municipality, the project could not be
implemented due to not making available the site for
digging tube well by the local body authority inspite of the
repeated requests. The expenditure incurred for water
supply scheme at Paravoor Municipality was for the
advance deposit made to Ground Water Department for
digging tube well, soil investigation and making electricity
connection. The total expenditure incurred is Rs. 4.30,
lakhs. Qut of the amount so deposited for the scheme at
Paravoor and as the land was not able to be made available
an amount of Rs. 3.95 lakhs deposited to Ground Water
Department was later utilized for digging tube well at
Thangassery Port. But the digging of tube well at
Thangassery Port was failed at the developing stage and

“hence the decision regarding the refiind of advance amount

deposited is now taken tp with Government. On getting the

decision from the Government, the amount will be
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recovered and credited to original Head. of Account, The
balance amount available under Theerasamrudhi project is
Rs. 15.19 lakhs, subsequently Paravoor Municipality has
requested to construct an over head water tank by making
use of an . existing tube well. As the Administrative
Sanction for the Theerasamrudhi project was received since
i 12 years back, the decision regarding the construction of
over head water tank under the Theerasamrudhi project was
taken ‘up with Govemnment. As the .period of
Theerasamruthi project expired’ during 2007, Gowt
informed that it is not desirable to sanction the project
under the scheme. Now Fisheries Director instructed )
* Harbour Engineering Department to surrender the balance
amount of Rs.15.19 lakhs, as the Theerasamruthi prOJect
had. aircady closed. Hence Harbour Engineering
-Department surrendered the same amount to Fisheries
" Director on 22/09/2015.

. Here it may be noted that the project could not be
completed as local body failed to provide suitable site for
the implementation of the scheme. Besides, it is
specifically stated in the concept of project itself is that the
project should be taken over and run by the Panchayath

. after completion and there is no provision in the scheme
for acquisition of any land by the implementing agency-
Harbour Engineering Department That s, Harbour
Engineering Department is only able to implement the
scheme if the required land is made available by the

* concerned local body authorities.

Hence the reply may be considered and observation dropped.

Construction of 10 bedded ward - | The observation of audit that HED awarded the work is not correct
Thottappally : ; as is furnished below.
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® - The work was tendered twice and there was no response

from the contractors. Thereafter Government decided to
execute the work through Nirmihi Kendra, Alappuzha and
after negotiation, it was decided by Government to award
the work to Nirmathi Kendra @ 20% above estimate rate.

An agreement was executed with Nirmithi' Kendra,
* Alappuzha, for the construction of 10 bedded ward for
Fisheries Dispensary at Thottappally, on 30/08/07, with a
period of completion of six months, with stipulated
conditions thereon. Nirmithi Kendra had requested an
advance payment of Rs.10.79 Lakhs, for starting the work.
But, the said payment was delayed due to lack of funds and
letter of credit. The agreed time of completion was over on
- 09/03/08 and fund could be made available on .12/03/08.
- Hence, time of extension was granted up to 09/09/08
- without fine. - £ ;

Nirmithi Kendra executed the work up to roof slab
.concreting ' They had not evecuted any supplemental
agreement for extension of period of completion: Then
Nirmithi Kendra stopped the work on 20/10/08 and did not
come forward to complete the work, even after giving
frequent instructions from the part- of ‘departmental
officials. The Govenment had accorded sanction for
termination of work. Accordingly the work awarded to
M/s. Nirmathi Kendra, Alappuzha was terminated for re-
arrangement at the risk and cost of M/s, Nirmithi Kenda.

After termination, the work was tendered and rearranged at

the risk and cost of M/s Nirmithi Kendra. The work was
completed on 30/11/14 in all respects as per the agreement
condition. t ALy
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fhe work. was tendered twice and there was no response
from the contractors. Thereafter Government decided to
execute the work through Nirmihi Kendra, Alappuzha and
after negotiation, it was decided by Government to award
the work to Nirmathi Kendra @ 20% above estimate rate.

. An agreement was executed with Nirmithi Kendra,
Alappuzha, for the construction of 10 bedded ward for
Fisheries Dispensary at Thottappally, on 30/08/07, with a
period of completion . of six months, with stipulated
conditions thereon. Nirmithi Kendra had requested an
advance payment of Rs.10.79 Lakhs, for starting the work.
But, the said payment was delayed due to lack of funds and
letter of credit. The agreed time of completion was over on
09/03/08 and fund could be made available on 12/03/08,

Hence, time of extension was granted up to 09/09/08

without fine.

Nirmithi Kendra executed the work 'muto roof slab
.concreting. They had not executed ary.:supplemental
agreement for extension.of period of completion. Then
Nirmithi Kendra stopped the work on 20/10/08 and did not
come forward to complete the work, even after giving
frequent instructions from the part of departmental
officials. © The Government had accorded sanction for
termination of work.” Accordingly the work awarded to
" M/s. Nirmathi Kendra, Alappuzha was terminated for re-
arrangement at the risk arid cost of M/s. Nirmithi Kenda.

After termination, the work was tendered and rearranged at
the risk and cost of M/s Nirmithi Kendra. The work was

- completed on 30/11/14 in all rcspects as per the agreement
condition.
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In this case, the work was decided to be awarded to a state

Government agency as the work was tendered twice and there was
no response among the contractors. So the decision of

'Government was with a good intention to get the work execated

and completed through an agency of the Government, but the
attempt was not become fruitful. The case may only be treated as a
stray incident among many other successful events. However, as
on now the work is stands executed and completed in all respects.

3662

Fisheries & Ports
(C) Department

Failure to claim bank guarantee (BG)
properly led to non - realization of
Rs.51 lakhs in rapccf of a terminated
wark.

The view taken By the audif party with respect to the work
construction of a northern bridge at Andhakaranazhy is not
after a’proper appraisal of the matters in details. It is true
that the contractor for the work submitted Bank Guranantee
to the tune of Rs.51,31,433/- ( Rupees Fifty one lakh Thirty
one thousarid Four hundred and Thirty three only) as
performance guarantee issued by the Union Bank of India,
Panompilly Nagar, Branch Kochi with validity up to
31/03/2011.

The period of completion of the work was up to 287102/2011
and as the application for extension of time of comipletion
of the contractor was not received by the Office of the

Superintending Engineer, and as the validity of the BG was |-

only up to 31/03/2011, the Superintending Engincer vide
communication dated, 09/03/2011 informed to Union Bank
of India mstxucung not to release the BG until a written

instruction is issued by the Superintending Engineer to the |

Bank. At the same time another communication was also
issued to the contractor directing him to submit application
for extension of time of completion and also to extend the
Bank Guarantee.

As a matter of fact in general, owing to various factors the
most of the contract works awarded are completed / being
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"completed in the state in the extended period of|

complétion. In the present case also it is normally expected

.that the Contractor would submit application for extension

of time of completion and also renew the Bank Guarantee.
In fact-as per communication dated. 22/07/2011, the

- contractor informed the Superintending Engmeer that he
* had already directed the Bank to renew the Bank Guarantee

and also requested to withdraw from all penal actions.

As there was no action by the contractor t_d resume the
work, ultimately after issuing a show cause notice to the
contractor the work was ordered for termination and

rearrangement at the risk and cost of the contractor and |
- after the order of termination of the work contract, the

Bank was requested to Pay the amount of Bank Guarantee.
There was a very long silence on the part of the Bank to the

. communications - of Superintending Engineer .dated.

09/03/2011, 03/11/2011 and 24/11/2011 and another
reference dated. 07/02/2012 was issued by Superintending
Engineer to the Bank. At last the Bank opened its mouth
with .communication dated. 22/02/2012 informing that the

. Bank Guarantee under reference was valid only up to

31/03/2011 and the communication dated. 09/03/2011
issued by Superintending Engineer could not be treated as a
demand within the ‘meaning of the form referred in clause

8(3) of the Bank Guarantee and hence the Bank is not liable | .

to release and pay the Bank Guarantee. Thereafter so many
correspondences  were made between the Bank and
Superintending Engineer in the matter and while the matter
‘was under correspondence, the Bank vide its letter dated.
26/05/2012 inforined that the Bank is relieved from all its

liabilities ‘with regards to the' Bank Guarantee and_they
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were going to reverse the Bank Guarantee.

‘It is right from the very inception of the matter that the
stand taken by the Department was that all the clauses in
the Bank Guarantee had to be read together and binding
equally upon the parties since the Bank Guarantee is a
mutual agreement and the clause 8(3) of the Bank
Guarantee alone.could not be read separately. The clause 4
of the Bank Guarantee clearly state that the Union Bank of
India further agree that the guarantee herein contained
should remain to full force and effect during the period that
would be taken for the performance of the said agreement
and it should contain to be in foree fill all the dues of the
Government under or by the virtue of the said agreement
had been fully paid and its claim satisfied or discharged or
till Engineer in Charge on the behalf of the Government
certified that the terms and conditions of the -valid
agreement had been fully and properly carried out by the
said contractor and accordingly discharges the Guarantee.

In the above circumstance, the matter was taken up with
" Reserve Bank of India and ultimately by communication
dated. 27/04/2013 and the Reserve Bank of India informed
that the matter is essentially a dispute between the Bank, its

. guarantee beneficiary and the Department, which might be

resolved by a civil court of competent jurisdiction.

As a result as 2 speedy and efficacious remedy, the
Superintending Engineer filed WP(C) No.21315/2014
before the Hon’ble High Court of Kerala under article 226
.of the Constitutions of India against the Union Bank of
India praying to order the Bank to pay the amount of Bank
Guarantee Rs.51,31,433/- with 12% interest from the date,

09/03/2011 to the date of actual payment and the Writ
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Petition is admitted and is now pending disposal before the
Hon’ble Court. .

It is not possible practically to initiate action to forfeit the
Bank Guarantee straightly on the concept that the work
contract awarded is to be terminated for re-arrangement. at
the risk and cost even without providing any opportunity of
the extension of time of completion at least for once, since
generally the matter for termination of the contract afier re-
arrangement at the risk and cost will always be challenged
‘at the Hon'ble Courts. In this case also the order of
Superintending. Engineer for- termination of the work
contract for re-arrangement at the risk and cost in the case

" is also challenged in- WP(C) No.15934/2013 by the
Contractor before the Hon’ble High Court of Kerala and is
now pending disposal at the Hon’ble Court.

Here the view of audit that due to the failure of
Superiritending Engineer to timely encash or extend the
validity of Bank Guarantee resulted in loss of Rs.51 lakhs
is not true to facts as is relevant from the above facts,

. In the instant case it may be considered that the Department
had rightly and promptly initiated actions in the matter on
receipt of the communication from the Bank declining the
amount of Bank Guarantee firstly before the RBI and then
before the Hon’ble High Court of Kerala by filing WP(C)
No.21315/2014,

It is to be noted that the Department had not given up the
matter on viewing the negative stand of the Bank in
declining the amount .of Bank Guarantee but rightly
- agitated the matter at the appropriate forum of law

promptly completing all the statutory requirements such ! as |
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advise of the Reserve Bank of India which may be
accounted in considering the case.

Hence on accepting the reply, the para may be dropped.

3.6.6.4

Fisheries & Ports

(C) Department

Delay in finalisation of tenders and its

impact

Che

hik ra Vill :
Regarding the audit observatton, the following points are
brought in to nollce

The work of construction of a bridge connecting

Puthenthuruthu and Cheekkamthuruthu in Sakthikulangara
Village of Kollam District was Administratively

"Sanctioned by the Government of Kerala at an amount of

Rs.83 lakhs under the Tsunami Rehabilitation Scheme as
per order dated, 14/03/2008. Thereafter the Technical
Sanction was issued and tender for the work was floated on
22/09/2008. The lowest offer was @ 58% above the

* estimated rate. A
As the contractor was not w1lhng to reduce his quoted rate,

the tender was submitted for sanction of Government. The
tender committee constituted by Government decided to
accept the offer @ 25% above the estimate rate and if the
contractor was not willing to undertake the work @ 25%
above estimate. rate, to circulate the offer for the
consideration of the Government. As the contractor
expressed. his unwillingness to accept the 25% above the
estimate rate as decided by the tender committee, the tender
was submitted to Government for decision.

In the mean-time, the contractor expressed his willingness

to take up the work @ 35% above the estimate rate on |’

18/0.51'2009.' Here it is to be noted that the original firm
period of the tender as per the Notice inviting tender was

- over and formal extension of the firm period of the quoted
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* the tenderer @ 58% above estimate rate alone which

.under TRP was nearing and also the extended firm period

 undertaken and going on would be over and above the total

tender was only optional for the tenderer.

The Administrative sanction for the work was issued under
the TRP Scheme and there Was specific stipulation of time

fixed by the Union Government of India for utilization of |
. funds under TRP and for completion of works executed

under the Schemes. At this stage, the time-frame fixed by
the Union Government of India for utilization of funds

by the tenderer was also over. The contractor was not
willing to further extend the firm period. : i

It was then decided ‘by Government of Kerala that noj.

further works under the Scheime TRP. need be undertaken

since the ewpenditure on account of works _aiready

allocation under the scheme TRP, - 7 L
Therefore, in the above circumstances and facts and figures
placed above, the non finalization of tender within the firm.
period of tender for 4 month is not the actual reason as
observed by the audit team, _ ;

In the present case it is to be noted that the only way
available before the authorities to finalize the tender within
the firm period of 4 m is to accept the quoted offer of

cannot be accepted .at all. Here in the case in hand, the
Wndereratalaxerstageofﬂlemmﬂ'wcll viewing that his
quoted rate of 58% would not be accepted by the

above estimate rate, That s 239% of the tender PAC of|

nearly about 83 lakhs ‘was willing to be reduced by the
tenderer but could not be able to be accepted by
Govemnment only on the ground that the time-frame fixed

for utilization of funds under the schemes TRP was over
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" and also in the position that the work arranged under the
_ TRP scheme so far was about to exceed the total amount of
" allocation under TRP.

In the above circumstances the view expressed by the audit
team in this regard had actually no relevance at all since the
authorities had to carefully appraise the various aspects of
the matter including the financial resources to meet the
expenditure and as- such the observation by audit is
untenable.

13665

Fisheries & Ports
(C) Department

Non — assessment of risk and cost
liability - ?

Regarding.the audit observation, the following points are
brought in to notice.

Administrative sanction for the work was issued by the
Government under TRP Scheme on 04-11-2008,
Accordingly T.S was issiied and tendered and submitted to
Government for sanction. As the contractor has not
accepted the lowest rate recommended by the tender
committee dated 26-11-2008, the tender was circulated for
consideration of Govemnment. Govt. on 18-05-2009,
accepted the tender at 30% above estimate rate.

After execution of agreement on 26/11/2009, the. contractor
had not executed the work and the work was terminated by

" Superintending Engineer at the risk and cost of the

contractor on 12-04-2010 with a good intention to get
executed the work before the closure of TRP scheme.
Accordingly quotations were invited on the same day itself
and the quotation dated 03-05-2010 was submitted to Govt.

for sanction on 7/5/2010.
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¢ Tender committee held on 11-5-2010 recommended to

circulate the quotation for acceptance and to ‘place in the
next cabinet sub-committee meeting for TRP. Meeting of |

cabinet sub-committee held on 13/5/2010 approved the '

quotation and accordingly Government sanctioned same.

By that time the firm period of four months was expired on

' 02-09-2010 and the quotationer Sri. Ibrahimkutty refused to

extend the firm period. As the extended period of TRP

works were only up to 28-02-2011, and as there is no scope

" to complete the work within stipulated time, the Govt. had
 cancelled the sanction for quotation.

* Government further decided not to undertake any work in

TRP ac the amount of alrpnfhr nmnm-d works excesded the

total allotment under TRP.. Hmoe Harbour Engmemng

*. department could not proceed with the re-arrangement of
work under TRP scheme. In this case as the work was not
re-arranged and agreement executed, the risk and cost
liability could not be worked out.

* From the above explanation it is clear that there is no lapse

- on the part of the department in arranging the work. Now |
the same work was sanctioned in NABARD RIDF XVII
Scheme and completed and opened to public. So the audit
objection raised may be dropped.

. Regardmg the audit obsmranon the following points are

brought in to notice.

* Government had accorded Administrative Sanction of the

work. "Recuﬁcauon of Northern break water, shorc

SL



protection work and repair of road at Neendakara™ under

TEAP(Tsunami Emergency Assistance Project)funded by
ADB. The work was tendered as per ADB norms, which
was approved by Government and ADB. As the contractor

failed to cdrry out the work, the performance guarantée |.

deposit by the contractor M/s. Kaikkara Construction
company Kaithavaram - Bunglow, Kollam for Rs.
21,61,000(Rupees Twenty One Lakhs Sixty One Thousand
only) was forfeited and credited to the loan account of
Chief Engineer, Head of PIU Harbour Engineering

Department.

During that period, Government had decided to take up
only the ongoing works as the total amount of arranged
works was exceeded the loan amount sanctioned by ADB.
So the work was not rearranged by the Department. As the
work was terminated for re-arrangement at the risk and cost
of the defaulted contractor was not re-arranged and
awardéd, the matter of risk and cost was not arising up. The
Frrfaitad hanl miscantas of tha dafanltad sontenat,

o Was an
LOTLCICO vans guaraniss O1 Wil GOIaUanCh CONMatiOr Wwas an

earning to the Government.

Now a project for rectifying northem breakwater is sanctioned in
NABARD RIDF XIX Scheme and the work is now completed.
Based on the explanation it is evident that there is no lapse on the
paxt of department and hence the audit objection may be dropped.

A

JAMES RAJ

Joint Secretary

et

Figipenenepertaent
GoygBecretariat, Thiravanauthapuram
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0.

Para. No.

FISHERIES AND PORT (D) DEPARTMENT
: Action taken Report
tement of Action Taken on the Report of the Comptroller & Auditor General for the year ended March 2014. -

Audit Para

Action taken on the paras

ra 3.6.1

!

Works entrusted by Ports to external agencies
instead of HED

Although the Ports department was required to
get their works executed by the HED, during the
period under review, only six works were as igned
to HED due to inordinate delay in completjon of
the works and 22 works relating to investigation,
planning, design and execution were en E;d by
it to external agencies for the very same réason,
As a result of execution of works through external
agencies, Port Department had to bear agency
charges in respect of 12 works that eventually
enhanced the cost of work.

Harbour Engineering Department is formed in the year 1982 |

as an indepcndent department as the service department for the
Department of Ports and Fisheries Department and as such
normally the works of these Departments are to be attended by the
HED based on their suggestions/proposals. HED will only be able
to attend the works that are entrusted by the above said
Departments. The view of Port Department was that assigning
Coastal Roads, FLC (Fish Landing Centre) and bridges works etc
to HED affected the normal line of works entrusted to them by Port
Department. #

As an Engineering Department of the Government of Kerala.
the - HED is bound to abide with all the relevant code
provisions/rules in force/ orders. in connection with the
arrangements and execution of a worl/ scheme. All the mandatory
requirements and statutory procedures are to be observed by the
HED in the process.

‘Based on the Audit Report care will be taken to entrust the
exccution of Civil works of port Department to HED in future,
Instructions are issued already.

T

w

———— g
wn

Financial Planning - Budgeting and Accounting
. HED did not plan and seek budget for works
to be undertaken by them that was in line with the
perspective plan of the departments it is meant to
service. HED prepares annual plans for the
implementation of various projects on an ¢4
basis for budget purpose with the result that
one hand unplanned works were execute
HED and on the other hand planned works were
held up for want of funds. Further, the hnnual
plans did not provide, 'for maintenance and
improvement of existing FHs and FLCs. i

Harbour Enginecring . Department was declared as a service
department to the Department of Ports, Fisheries Departments and
its allies. This was further extended to the Department of Tourism.
The works/scheme to be undertaken for estimating, arrangement by
tenders, execution and payment are to be actually proposed by the
said Departments. That is a work/scheme to be included in the’
budget of future year's budget is to be decided and proposed by the
concerned department above.. Bul when a work is awarded and
under execution, the budget proposal for the work.is included in
the plan budget of the HED . ~

The provisions required for the operation, management and

maintenance of all the existing fishing harbours and fish landing
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J HED does not hav,  sepurate -heads of account
(HoA) to operate o lines similar to the PWD
which has separate I vA for booking the revenue
and capital expend:ure - 3054 and 5054 for
booking the expenditare. HED operates the HoA
of Fisheries (2405) and Ports (3051). Cdmmon
HoA prevent identifving and monitoring sléciﬂc
activities. For Example, periodical dredging is
required for the maintenance and gmooth
functioinging of FH. But a separate provj ion in
the HoA is not available and hence exdlusive
budget for periodical maintenance dredging is not
made leading to delay in sanctioning the estimates
and consequent non-execution of work in time.
Further, own expenditure of HED like cost of
establishment, construction of own building etc.
are booked under the HoA Ports without
maintaining a distinet identity which hinders
exercise of proper budgetary control.  Few
instances of poor planning, budgeting and
accounting are given below: d

i) Budget )

® The Department had a weak system in the
preparation o! budget estimates and HED
lacked proper control over expendi
During 2010-11, under the plan
under Ports’, HED surrendered [ [7.79
crore agains! savings of ¥ 7.54 [crore.
Likewise, during 2012-13and 201 3-14,
the surrender under the head 'Fisheries'
were ¥28.13 crore and ¥ 14.81 crore
against the savings of ¥28.12 crore and
<14.55 crore respectively.

* Fund was not provided in 2011-12 for
construction of Murinjapuzha FLC
which led to premature closure of work.

ii) Accounting .

centres ars actually proposed by the HED and the only matter is
that HED is not having a separate head of account of its own.

The obscrvation of audit that the HED does not have separate
heads of account to operate on lines similar to the P.W.D . is true
and HED needs a scparate head of account of its own as the
departmental having assets of more than 4000 Crores.

i) Budget: :

The observation by audit that the Department had a weak
system in the preparation of budget estimates and also lacks proper
control expenditure is not true to facts. There are limitations for
the HED in the preparation of its budget owing to the various
reasons stated elsewhere. But, however, there is effective and
proper control for the HED over the expenditure since the control
of expenditure of all the departments is done by the Finance
Department through the Budgetary Control.

There are various reasons for-the savings/surrender of funds
during any financial year as spending of the allocation rather
depends on many procedural factors, In some cases, funds,
through budget allocation will be provided. But the finalizatioin of
the tender formalities and awarding the work under the system of
pre-qualification, sometimes spill over to the next financial year
resulting in the savings/ surrender of funds.

Here it may be considered that proposal for the financial
assistance of the Union Government is usually submitted after
issuance of administrative sanction by the State Government and
funds will be allocated on the expectation that sanction of Union
Government will be received. during the financial year itself In
some cases the awarded work could not be able to be executed due
to litigations pending pending before the Hon'ble Courts.
However, it is to be noted that proposal for surrender/savings with
reasons well explained is submitted to Government by HED for
each of the financial year. -

Another reason for non-utilization of the funds allocated is
usually due to non-availability of land acquired. Incidental
casualties also cause the execution of works thereby resulling in the
non-utilization of budget allocation.

The work of Fish Landing Centers at Murinjapuzha was arranged
as per the Administrative Sanction and direction of the Director of
Fisheries.. After arrangement of the work, the fund for the work |
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During the eriod 2009-14. accounts of

individual  orks were not being closed
on complet on of works. Tn the gbsence
of the finalised accounts] | the
. Departmen. was not able to furdi:
.attal expenditure;, the amg
which the actual ‘expenditure
the sanctioned estimate etc.
contractor's ' ledger was not maintained
in = Divisions except  Harbour
Engineering Division, Kannur.  So
actual liability on contractors could not
be ascertained.
In -respect of two fishery harbour
projects,works completed by HED, the
actual expenditure far exceeded the
sanctioned estimate and the
implementation of these projects were
delayed by four to six years.. Timely
and ﬁropev accounting would have
helped in* proper monitoring|; bf the
budget and provision of funds, l

was not allocated and. the contractor filed Writ Petition belore the
Hon'ble IMigh Court of Kerala. The payment for the exceuted work
was made as per the order of Hon'ble High Court of Kerala and
closure agreement executed.

i) Accounting:

The observation of audit that accounts of individual works are
not being closed on.completion of work is noted. Strict direction
will be issued to all Divisional officers in this regard to maintain
the closed accounts of all completed works. The Superintending

Engineers will also be directed to ensure the adherence of the |

matter.

Orders will also be issued to maintain contractor's ledger in all
the Divisional Officers so as to ascertain the liabilities of the
contractor’s.

There will be various factors for exceeding the expenditure over
the sanctioned amount in the implementation of Fishing Harbours.
As the type and nature of work involved in the construction of*
Fishing Harbours is dependent on various parameters and also for
the chances of unprecedented barriers, it is quite natural to exceed
the expenditure. However, the observation of audit that timely and
proper accounting would have enabled in proper monitoring of the
budget and provision of funds cannot be fully agrees to.

It is admitted that proper accounting of the expenditure for the
works/scheme is very essential and as far as concerned, the same
is done. As a department under the Government of Kerala, all the
code provisions, statutory regulations and financial control is there
in the case of HED like other Departments. But in some eases it is
practically not possible to stop the work when the expenditure
crosses the: sanctioned amount as it would only result in the
abandoning of the work/scheme at a half-way mark causing the
incurred expenditure as infractuous.

Time of completion of a fishing harbour project is four years.
Some of the components can be started immediately after getting
administrative sanction, but, some components ca n be started only
after ‘completing some other. So, when a project is going to be
implemented with the rates approved earlier, it is quite natural to
increase cost in the form of tender excess.

It is not practical to revise the amount of administrative sanction
after tendering each components of the scheme, viewing the tender
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cxcess/reduction, It is only pructically possible to move for
sanction Lo th revised estimate at the advanced stage of cxecution
which is usua.ly done in all cases. But it is practically taking much
time to get the sanction for revised estimate from the State
Government/Union Government of India as thee case may be,

The matter of extra items necessitated during the execution of
work owing to the actual requirement at site, deviations/alterations
as per the demands from the public/beneficiaries etc. may also be
considered in this regard. It is assured that every care will be given
in monitoring the matter as suggested by the audit in future.

HED displayed no cxpertise  in udertaking
Fisheries and Ports relaied works though it was
formed as a specialised department to service the
Fisheries and Ports department. Through the-Ports
' | department was to get its works executed through
HED, they entrusted scveral works to, external
agencies because of HI:D's jnability to deliver.
HED isation to undertake harbour related works
had engaged outside agencies for cons‘u,l:ancy
works which serious commentary on | the
competency of the HEI) . Various worksj were
undertaken by HED  without condiigting
necessary investigations. surveys'.and Without
designs due to which there were delays{gn' the
completion of the projects and avoidable excess
expenditure. HED also displayed poor contract
management abilities leading to time and cost
overruns ‘and avoidable losses to Government,
HED did not have a comprehensive manual or
guidelines for governing :he specific fisheries and
ports related activities evcn after its formation in
1982, .

Regarding the observation of audit that HED had not displayed
expertise in undertaking Fisheries, and Ports related work to service
the Fisheries and Ports Department, detailed reply has been
furnished in the above paragraphs. Reasons for why do HED go
for model studies and entrusting' third parties like CWPRS,
Pune/IIT, Chennai were explained in detail. It is not due to lack of
expertise of HED , but it is the fact that technology is developed to
this extent.

The audit contention that the Ports Department entrusted its
works to other agencies because of the inability of HED to meet
the requirement is not true to facts, It may be noted that the work
entrusted b y the Department of Ports to other agencies are only
ordinary works and  not requiring any 'special technical
competency. The work of HED increased, but commensurate
creation of post did not happen. The Port department entrust works
to other agencies to save time. :

About the avoidable delays and time-over, run of works/schemes,
the following may be taken into account. As being a department
under the Government of Kerala, the HED has to go through the
statutory procedures and official formalities through the proper
channel of differcnt Jevels of administration. Naturally this cause
certain delay to ‘the process of Administrative Sanction to
arrangement of works through tenders, execution and completion
of the work. The peculiarities of this state with other states such as
the scarcity of workers etc. also affect the progress and completion
of the works. But these are only natural and most of the works are

effectively managed and completed b y the Department.
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‘The matter ol the absence of'a comprehensive .nanual lor the
HED is a matler ol concern and the preparation of manual has
already been started for the special nature of works not included in
the PWD Manual, !

Recommendations

undertaking of unplanned works.

HED should .deveiop expertise . for
undertaking specialised work of Fu. ries
and Ports ddcpartment.

"HED may work in close co-ordmauo with

the Fisheries, Ports and TD in -prioltizing
works and seekings  sufficient budget to
avoid abandonment of works or

HED should undertake various works only
after conducting necessary investigations

© . and surveys regarding the nature of

coastline, estuaries, tidal, waves, siltation
s0 as to ensure the viability and feasibility
of the projects.

HED may prepare manuals and guidelines
that are specific to the works relating to
construction and maintenance of FHs,
FLCs, Whaifs, coastal roads and other
allied works for the fishing community.
HED should plan for regular operatio;
maintenance activities including
so that facilities/infrastructure
remain functional. .

Recommendations

The .suggestion is accepted as every organizations should
update newer technology and other resources to maintain
competency in their field for achieving better results. HED moves
in the right direction and already got consultancy status approved
by the Government of India by accepting its technical competency
in the field of marine engineering. The reasons for why we could
not execute more consultancy works have alrcady been explained

-| in the above paragraphs.

Obviously, the tern expertise in the field of marine engineering
indicated the, level of skill attained but it should be viewed and
analyzed based on the present level of technology advanced so far.
Any set back or failure does no be treated as lack of expertise.
Consultancy status approved by Government of India reveals the
level. of skill attained by the HED. - The design of most of the
marine structures are based on model studies and rely on past
experience. The outcome of the project may not be fully satisfied
with our expectations or chances of failure are there too. Because,
wave phenomena is dynamic in nature and very complex, and no
theoretical solution is available for.

It has already explained that why the HED entrust model
studies to CWPR, Pune/IIT, Chennai, as the best technical advice
available in India. We have expertise in all investigation works
and design of merine structures. But, we entrust model studies to
these agencies as third party check up to confirm the desired
objectives.  These technocrats or scientist in this field are equally
competent to the other counterparts in the world. Before jumping
into conclusions that it is due to lack of expertise, it may be
thought about the level of science developed and realize what
would be a scientific approach in this field.

The Port Department and Fisheries department entrust some
works to other agency may not be treated as incompetency of HED
as such decisions are nor arising out of their bitter experiences,
instead it mostly depends on the attitude of the officer incharge of

that departiment's .~ The outcomes of works entrusted to other
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agencic. ‘wre 1o be analised in o detail for comparing the |

perfornunces of HED with the other agencies.

As a service department being entrusted with the works of’
three Departments, it is most necessary to co-ordinate with the
three departments for the smooth working of the IED. ‘Though
almost cvery possible care is taken to provide necessary budget
provision to avoid abandonment of the works, in some case it 50
happened that necessary funds for the ongoing works were not
provided in the budget estimate owing to reasons beyond control of
the department. ;

Regarding the unplanned works, the HED has nothing to do
as the works are suggested by the other departments and the HED
forced 1o arrange such works as being the service provider to the

suggesting departments. Here it may be taken into account that |

the suggesting departments are being not the Engincering
Departments, they are unaware of the statutory requirements and
procedural formalities with respect to the procedure in arranging a
work through tenders and the later suggestions/alternations in the
work after its arrangement by tenders and awarding the work being
the post contractual changes and it definitely cause delay. in
executing and completing the works. Moreover, the works
suggested by the other three Departments are likely to be executed
on Government Puramboke land in the coastal line and where
works are arranged and at the stage of commencement of execution
only it will come to know that there is encroachment in the form of
dwelling or other way which also cause a handle before the
Departments in executing and completing to work in time since to
resolved the issue will normally take much time. g

It is to be confidently stated that all the above stated
investigation are done by HED before the commencément of the
implementation of any major work/scheme. Here it is to be taken
into account that till to this date no project/scheme implemented by
HED was caused to abandon at its half-way mark on realizing that
scheme is no viable or technically feasible. However being due to
the specialization of the work in its nature-and also the same is
depending on many factors/parameters certain certain hurdles are
found/experienced during the execution of the work. which are
dealt then and there by the HED with the help and advice of the
technical exports in the field like CWPRS Pune or IT Chennai.
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But it s 10 oe noted that 1o, scheme. pmml\ un crien m Cthe

HED so L is happened w0 be abandoned on the ground on the
ground non-feasible. In fact the gbandoned scheme ol Moplabay
by other agencies was taken up by the HED the abandoned stage is.
now made usable (or the beneficiaries.. Necessary steps are
already taken by HED to resolve the issue of siltation in the h\hm».
Harbour at Moplabay.

The suggestion of audit to prepare manual and guidelines that
are specific to the works relating to construction and maintenance

of Fishing Harbours and Fish Landing Centers, Wharves and other

allied works is totally acceptable. Action in this way had already
been begin HED. The matter on the basis of recommendation by
the audit report will be taken up with Government for appropriate
action.

The suggestion by audit to plan for regular operation and

nelodine drordniong that
& GUCGEIng widl

maintenance uctivities inch
facilitics/infrastructures created remain functional is at thee stake
acceptable. So. the department actually needs suflicient ‘funds for
dredging and other maintenance works of fishing harbours/fish
landing centers.  For this. HED nced to get a scparate head of
account and sufficient fund. as pointed out by the audit, for the
majntenance dredging works. replenishment of breakwaters, repairs
and maintenance of fishing harbours and I':s'h landing centers.
HED have been requesting for a head of account “Capital repairs
and major additions to harbour structures™ for the last three vears.
This time the department will to get in the next financial year wnh
the support of audit objection.

Generally the following matter may also.be taken into
account in dealing with the issues raised in the audit report. First
of all it is informed that the issues expressed by the audit party

‘through their audit report are generally accepted as a guideline or a

corrective measure for future period.  As stated in the introductory
portion of the reply. only numbers is the total staff strength of the
whole HED which is very meager when compared to the actual
requirement. cven for maintaining the essential requirement of
supervisors of the works being executed. Apart from the beginning
of the Department. now a days the work site/spots-are at distant
places from the Section/Sub Divisions/Division offices which
essentially warrants departmental vehicle to reach at the sites. But
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it is 1o b: stated that most of the Sub Divisions arc not having a
department vehicle of their own. At the same time, al one side the
total number of staif7olficers are insufficient and on the other side
the vacancies arose then and there are not able to be filled up asan
when owing to ‘various reasons and which is adding oil to the
flame. That is all-achievements stated above are attained with the
available resource/men and material. b )
It may kindly be taken into account that all the above stated
fishing harbours and fish landing centres, bridges, fisheries roads,
fish farms, hatcheries, acquariams eic ‘were completed by HED
with their limited resources of men and materials, Also the now
ongoing works of fishing harbours and fish landing centres,
bridges, fisheries roads, fish farms, hatcheries, acquariums etc were
being executed with the limited resources. Of course there are
achievements to the departments and at the same time there may be
stray incidents atributable to- various reasons. The
suggestions/corrections puf forwarded by the audit after the
scrutiny of file and records of the HED is viewed on a positive

| perspective within the detailed meaning and in its letter and spirit

for the future guidance. Therefore it is requested to accept the
replies and drop all the paras/observations. -

—. U s
——r

K. S. SOBHANA
Additional Secretary
Ports Department -
Govt. Secretariat, Tvpm.
", Phone : 2335456
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S;tatement of Remedial measures taken on Audit para 3.6.2

contained in_the Report of Comptroller and Auditor General of India

~p for the year ended 31.3.2014
Para Subject

Remedial measures taken

Though Government of
India had appointed
Harbour Engineering
Department as consultant
for undeértaking
investigation, reéearch,

designing, preparation of

project reports for

construction of harbours,

- Audit observed that during
| the
| Harbour

period 2009-14,
Engineering
Department provided only
one consultancy service
2011) to
Cochin Shipyard for an
amount of Rs.16.24 lakh

for

(December

'Data collection for
conducting siltation
studies’. The work
involved only collection of
data regarding
and ' furnishing it
Shipyard and did not
involve: much expertise as
required in other acivities,

siltation
to

to be collected,
frequency and  duration,

its sampling
field data collection,
programming-and developmeni. of sophisticated
equipment, analysis of samples for  various
engineering properfies. providing inputs. to model
study agency including participation in technical
discussion, etc. which requires much expen:ise‘in
the field. In this instant case, actually CWPRS,
Pune advised Cochin Shipyard entrust this work

to Harbour Engineering Department.

- Followed by the consultancy status issued to
Harbour by the
Government of India, Government of Kerala have
issued orders, permitting the‘department to take
up consultancy services in other maritime states

Engineering Department

subject to the conditions that no additional post
will be created and the existing technical staff will
carry out to work in addition to their normal duty
without adversely affecting such normal work
and the employee will not be paid a share of the
consultancy fees, which will entirely flow to the

Government exchequer.

The Government of India had empanelled the
Harbour Engineering Department aiso a technical
consultant in the matter of daveiopment of
snd Fish f.??“.‘ﬁl—"lt; Centers. This
based on the
experience and technical skill attained by the
department in the field or marine construction /
designing i‘investigatiun and such this does not

have a meaning that it

Fishing darbouis
is only a meritorious approval

is for utilizing to

parameters
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commercial purposes. In other words,. the
approval of the Government of India or the
empanelment by the Government 6? India is only
an approval of the. competitive skill of the
Department in the working field of the Harbour
Engineering Department. They could undertake |
“TWork only —i#-outside agencies-entrusted work to|
them.

- Harbour Engineering Department prepares
Detailed Project Report ana submit to
Government of India for getting - approval and
funds under centrally sponsored scheme. But,
usually, other states depend on consultancy
services for the preparation of Detailed Project
Report.

It is to be considered that no additional posts
were created / sanctioned to Harbour Engineering
Department for formation of consultancy wing on
the basis of empanelment. -Harbour Engineering
Department got ohly a 'Consultancy Service' tag,
and did not have authority to engage persons
other than departmental staff. :

The investigation, planning, design and
execution of all the projects were done by the
department. Even though more and more
projects were sarctioned, sufficient staff was not
sanctioned. The available staff / officers were to
be deployed for the schemes / works sanctioned
by the Government and hence an investigation,
planning -and design cell / unit separately could
not he set up so far.  Despite. this, the
depa:tment was able to complete: investigation
works successfully for -all the works /
schames/projects. '
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opmen A
got saucnoned und‘er RKVY scheme ‘and - ﬂae|
breakwater extension work was commenced on'
25/03/2013 It was noticed that the magor inflow of
* + soil mass int a-approach channel was got arrested!

or to e takcn mto account is thab
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; ;iv). Landscapiﬁg work at Kappil‘ * Government accorded Administrative sanction for the

fBeacb:

. per the plan proposed by the Tourism Department.

| . proposed for the beautification works.

to the intended purpose of it, W f
The circumstances described above, the facts and figres|
‘may be considered in detail and appraising the matter, fie|
para may be dropped. - '

i landscaping of Kappil Beach amounting to Rs. 54.00
| lakh, considering tourism potential at Kappil Beach, as

The work was proposed by Tourism Department in
" consultation with their émpanelled architects. The lay-
out plan and the components of beautification works

Engineering Department has no role until work was
entrusted by Tourism Department.  Estimate for
Technical sanction was prepared and the work ‘was
tendered based on the drawing issued by Tourism

Department, which was prepared by the Architect,

architect. Aftef executing agreement the site clearance
~was done and survey work conducted by this
department. The land where the pathway proposed in
the layout drawing was used by the local fishérmen for|
the transportation of their materials and gear. Also,

- there were number of ‘Koodam’ sheds constructed by
the fishermen for-keeping their gear on ‘the area

| As.the area was encroached and built Koodams by the|
fishermen, it could not be evicted for the project. This'
was brought to the notice of tourism department and
the consultant architect. The consultant architect

were designed ' by the architect, and Harbour| -

Harbour Engineering Department commenced the|
work as per the drawings and ‘specifications .of  the|-
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3.6.6.3

: "expendxﬁn-efi-mirednsnotlmﬁmtful Acccpungthemplgr,"
themdltparamaybedropped- ;

,."‘e cxplanauon itois the

Egnmg ongrcement w:tbaut
‘|complying tender conditions lcd
‘|to, Joss ofRs I 61 Cmres %

~ The approach channel  of the Muthal&pozhy ﬁshmg :

'j,Mamedclosed,wnhmddepoerneven 7
pletloh ofbreakwatm that was done|
al project. By T&%ﬂ%?@”““
qwlbwm

he mo udy ﬁndmgs done by f.‘heIIT :
d the shore'on thie south side of breakwater|.

'+ was advanced and'ag mulatéd beyond the breakwater

Iengﬂ:, whxch causes’ mﬂow of soil mass and thcreby
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. Construction of Wharf
Auction hall at Thalai FH:




platform of size 15.50m x 7m with allied accessories

filling/reciamation work due to presence of excessive|
clay. Hence, It was decided to execute and complete
the work by changing the methodology of the work
with the sanction of the Government or otherwise the
work would have to be left as stand still.
'I'hewewofaudnstatedmtheparathataathemodeof
execution of piling was not included in the ongmal
estimate, these additional works are treated as six

extra items in the revised estimate is not correct. In|-
the original estimate piling was provided to a length of|-

2700 metre as item no. 5 of original estimate.

, The observation of audit that the item no. 5 of the|

original ‘estimate andexiraltem no. 2 of the revised|

'“.2.& are -..Ml. tha same and there 4 isno c‘l-....-...e in

the item of work a.nd hence this item of work included
in the revised e§umate could not be treated as cxlm-
item is not correct.

Itwmthatthemtecompuwdforﬂ:eextalmno 2
was inclusive of provision for the use of a floating

like derricks and winch etc to mount the equipments
for bormg flushing - out, concreting etc. ard the
platform is to flodt in the sea water, foroomputatmof‘
rate, the audit party relied upon the provision under
Article 316 of the Kerala Public Works Department
code. .

It may be noted that tbe article 316 is specifically
stated for the hire of tools, plant and machinery in the
Public. Works Department General stores mcludmg
Government workshops and Divisional stores, It j isto
be accounted that a floating platform Spcclﬁcally
proposed for particular purpose of work in the sea,
water did not come w1thm the ambit of article 316 of
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GOVERNMENT OF KERALA
Fisheries & Ports (B) Department

Statement of action taken on the Comptroller and Auditor General of India on Economic Sector for the year ended

31 March 2014 ;
Para No. | Reccomendations e ! Action Taken : Al '
3.6.6.1 |Avoidable penalty “towards Service Tax - The coastal line of Kerala was severely damaged by the Tsunami!
77 Lakhs waves. 'Kovalam Beach' were showing that the width of beach was;

getting smaller during every year. This was observed very severe after|

the impact of the Tsunami waves on December 26, 2004.
. |

The Kerala State Science Technology & Environment,!
Thiruvananthapuram, centre for Earth Science Studies — both are;
. tagencies under the Government of Kerala together with the Harbour|
Engineering Department investigated into the matter. The Government of;
Kerala accepted the project proposal to establish a multi purpose sub!
merged reef at Kovalam and sanctioned adminigtratively. Government of|
India sanctioned Tsunami Rehabilitation Programme (TRP) and funds for|
rectification/rehabilitation caused by Tsunami. The work under reference
was also sanctioned under TRP fully funded by the Government of
India. The work was floated on tenders and only one firm had submitted’
offer - M/s. ASR Lid., New Zealand and the offer was for UsSD|
11,94,500/-, After negotiation the contract was awarded at a reduced
E rate of US$D 11,64,500/-. The condition put forward by the contracting’

firm that any taxes applicable in India for the contract should be paid by
! the Government was also accepted by the Government. The work was!
| completed in all respects by 27.02.2010. S S
i

{ - In a communication dated 17.06.2010 the Commissioner of Central
§is . !Excise demanded the Superintending Engineer. Harbour Engineering

111



|dated 19-4-2014 that the matter of service rendered/received by the

South Circle, Thiruvananthapuram that as per the agreement, the Harbou
Engineering Department is the first hand to put into the agreement are
bound to comply with the provision of Service Tax Act since the
agreemient entered into contain that satisfuctory levies like service tax
-would be admitted as extra to the.contractual amount and also directed o’
work out the service tax @ 4% plus 2% education cess and 1% Higher
;'education cess for the gross value of the contact and to remit the same.

The work under reference is a centrally sponsored scheme and the
work fully financed by Government of India. The work is not for serving
any commercial or industrial purpose but for the public purpose to serve|
the country to preserve the natural beach, to preserve the bio diversity of}
the area etc. and hence the matter is not covering up within the ambit of'
Service Tax Act. (Finance Act 1994). As the situation forced by thei
Central Excise authorities;, the department remitted an amount of
Rs.28,57,060 as Service Tax. Thereafter, finally, the Commissjoner of
Central Excise and Service Tax, Thiruvananthapuram passed an order!

Superintending  Engineer, Harbour Engineering South  Circle,
Thiruvananthapuram is classifiable under taxable work contract,
confirmed the demand of service tax are Rs. 76,57,124/-. :
i |
!

f The above said order was requested to be reviewed on the basis of |
!various circulars and orders of the Union Government of India and rules’
Ein force. But the matter was rejected and directed to file appeal if any!
‘before the appropriate Tribunal established by the Union Government of|
:India. As per the relevant rules and orders HED is not liable to pay any.
Itax in the matter. ’

The comment of the audit that failure on the part of department in
obtaining legal opinion and thé department was liable to pay tax to the

extent of Rs., 76.57 lakhs is not true to facts. When the notice was issued,
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i Tribunal.

the matter was referred w0 Advocate General, Kerala and © ed legal
opinion that no service tax need to paid on various grounds and also
advised to file appeal before the Tribunal as a statutory remev,

1 Based on the legal opinion an appeal was filed by Department;
fbefore CESTAT, Bangalore where the appeal was admitted and granted:
;permanent stay order. But final disposal of the case is pending with the

In view of the above facts, the other observation by the audir are also’ .

;untenable as the matter is to be finally decided by the statutory forum ofli

|Law. Hence the para may kindly be dropped. l
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