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INfRODUcnON 

I, the Cbairman, Committee on Public Undertakings, having been 
authorised by the Committee to submit the Report on their behalf, present 
this Sixteenth Report on the Action Taken by Government Ion the recom-
mendations contained in the 39th Report of the Committee on Public 
Undertakings (Third Lok Sabha) on Bharat Heavy Electricals Ltd., New 
Delhi. 

2. The 39th Report of the Committee was 'presented to,the Speaker, 
Lok Sabha on the 3rd Marcb, 1967 and laid on the Table IOf the Lok 
Sabha on the. 29th March, 1967. The replies of Government to the recom-
mendations contained in the Report were received on the 8th and 29th 
September, 1967. 

3. The Committee considered the replies on the 17th April, 1968 and 
apprJved the. draft Report the same day. 

4. The Report has been divided into the following four Chipters:-

I. Report. 
II. Recommendations that have been accepted by Government. 

III. Recommendations which the Committee do not desire to pursue 
in view of G::wernment's reply. 

IV. Recommendations in respect of which replies of Government 
have not been accepted by the Committee. 

5. An analysis of the action taken by Government on the recommen-
dations contained in the 39th Report of the Committee on Public Under-
takingJ (Third L~k Sabha) is given in A'ppendix VIII. It would be 
observed therefrom that out of 28 recommendations contained in the 
Report, 67·71 per cent have been accepted by' Government and the 
Committee do not desire to pursue 32'14 per cent of the recommenda-
tions tD view of Government's reply. Replies of Government in respect 
of 7'15 per cent of the recommendations have not been accepted by the 
Committee. 

NEW DELHI; 
April 25, 1968 
Yaisak"". S, 1890 (5) 

D. N. TIWARY, 

Chairman, 
Committee on Public Undertakings. 

( v ) 



~':\.. Switchgear Unit 

CIlAPTER I 

REPORT 

Recommendation Serial No. 19 (paragraph 77) 

In para 77 of their Thirty-ninth Report on Bharat Heavy Electricals 
'Ud., the Committee felt that bJth the Undertaking and the Government 
had taken an inordinately long time in preparation and sanctioning of 
th~ estimates. The Committee had stressed that project estimates should 

'be finalised fairly early in the execution of the projects and after thorough 
examination, Government should accord sanctbn without any delay. 
The construction of the Hardwar Project started in 1963 and the project 
had also gone into partial 'production. It was surpriSing that the project 
estimates had not been finalised and sanctioned. The explanations for 

·the delay were nJt very convincing. 

2. In reply, the Government stated that approval of the estimates 
would be given shortly. The Committee, thereafter enquired from the 

'Government whether the estimates had been sanctioned and if so, the date 
thereof might be intimated alongwith reasons for delay in issue of sanc-
tion. In their further reply, the Government has simply stated that the 
estimates have not yet been sanctioned. 

3. The Committee cannot help but expt'e5S their disappl"tnld at such 
delays. It is D')W two yeaMi since the Project went into pallial Produc-
tion but the GO"l"rmaent saoction of the project estimates bas not heen 
accorded sv far. 'So reason.. have beeD stated for this inordinate delay in 
sandioning the estimates. TIle Coouniftee, suggest that the Government 
should enquire into the causes for not sanctioaiag the estimates so far 
nd take suitable action against the defaulting officers. 

B. Board of Uirt:dors. 

Re.'ommendation Serial No. 22 (par;~5 89·99) 

4. In paragraphs 89 and 90 of their Re'port, the Committee felt that 
it would not be right for the Sub-Comrnittee consisting only of the Chair-
man and two official Members to take decisions on suc!1 important matten 
like the Budget Estimates and Pnject Estimates without bringing such 
matters to the notice of the full Board, which comprised of six Members. 
1laere should be no difficulty for the full Board to meet and consider such 
~tant matters. The CoJDJDittee also susgeste<f that in case it was 
.... ary to have a standing sub-Committee, 1ts powers and functions 
....... be specified in writing. 
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5. The Government have stated that the standing sub-Committee of 
the Bo:trd, has no statutory authority either to consider or to take deci-
sions on matters which are, not referred to it by the full Board. As such, 
it is not considered necessary to lay d~wn in writing the powers and 
functions of the standing sub-Committee. The Committee's observations 
about decisions by the sub-Committee on important matters have only 
been noted for guidance. In reply to a specific enquiry it has been stated 
that !lub-Committee has nJt been dissolved. 

6. The Committee rep-et to note that tile Government ave DOt ginD' 
8fty satilfactory rea.'IODS for not taking adiDa as suggested by tile Com-
IDItttc. The ('ommittee re-Iteratc their earlier recommendation ahat 
iaaportat matters should be considered by die Board, as a whole wlUc:h 
comprises.of six Members ooIy, and if it is aecessary to have a staadiDg. 
JUb-Cemmlttee, Its powers and functions sIaould be specified, in writing. 



ciWrrkR Ii 
REtOMMENDATIoNs TIiAt ItA VE !EEN ACCEI'rED BY 

d()VERNMENT 

The repOrt of the TtdfltiCctl'Cornnfitt~e far site selection reveals that 
the primary consideration for choosing the present sites of the proiects 
was technical. the ecOnomic irSpects 01 'loCation do not seem to have 
been given due conSi4WiIlfon (PlirltfTliPh 14). 

REPLYOP GOVERNMENT 

The observations of the Committee are noted. Economic aspects of 
each site were not gone into in detail in view of the considerations set 
out in para 8 of the Report. reproduced below. 

"It seems implicit in the Government's policy of dispersal of 
industries that some sacrifice in the economy of transport 
wi1I be countenanced. It is ne.cessary that easy accessibiHty 
to the location of tne plants should be ensured. The main 
raw materials which require long distance transport are steel 
(all types) and coal. The other materials are such that 
they have to be either imported from abroad or are available 
in almost all re~ons and their total tonnage is also contPani-
tively small. WitH the equilisation of steel prices at an impor-
tant ran beads, the Government have in a way placed all 
impJrtailt centres on a par. In regard to the finished productS 
also which is predominantly steam senerlitfrtg units, it should 
be possible Wltli a little ciueful planning for each of the three 
units, to cater to the regional demands without involving very 
much of cross-country movement." 

[Mirtijlry Of lndu.itrial lJevelopineht & Company Aifairs O. M. No. 24-1/ 
67 HECHE. Bated 29th Sliptember. 1967.] 

RecommeadatiOit (serial No.3) 

Thirili.«ill.fj8ven iit fMiificatidh of locfiting the Read Offl('~ of the 
B.H.E.T... in' De1lii. di"e fdJlfmar olres. The Committee feel that 1M" ten~ 
tldtC}. to t~ntraie HeDd l1fMes in mlhi shoulil be curbed. While thty 
aRret ,Mdt liifflon work· · .... it'li the b.G.T:D. etc. Is important during ;he 

3 
774 (Aii) LS-2 '-'-'11 
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COlJllructlon phase, this malter would lose its importance once the pro-
jeCIJ have gone into production. The argume1ll that Iht! interference in 
the day-to-day administratiOn, 01 a project by Lhe Head Office wlU be 
more if the Head Oflice is located near a Project. does not also appear 
very conwncing. The Committee suggest lhat as soon as the construc-
tion of the projects are over, the desirllbility of shifting the HeadqfU1l'tl!rs 
Office to another place e.g., Hyderabad which apart from being central, 
will be nearer to two projects, might be tlXitNl'liMd. (Paragraph 18). 

REPLY OF GOYEaNKENT 

The Committee's observations to examine the desirability of shifting 
the HeadquarteR, after the construction of Projects is over, are Doted. 
Construction works are still in progress and a new projeC~ the Centwl 
Foundry FOlge Ploject, is being taken up at H;Hdwar. rhe position will 
be reviewed in due course. 

IMlnistry of Industrial Development cl Company Affairs O.M. No. 24-1/ 
67-HECHE, dated the 29th September, 1967.] 

Retousmeadatioa (SerIal No.4) 

The Committee consider that the estimated cost investment and likely 
rtlurn on ,filCh investment are some of the basic considerations in the 
matla (lJ l"' .... /I,: lip any industrial project. It is lllrprisi',g lhat these 
D3pt'('U were not taken into coruideration before taking a decision fOr 
setting up 'he projects of rhe B.H.E.L. The argument of the Secretary Of 
1M Ministry 'hat costs and profitability were of a secondary importance 
al tlull .f/llge is not a sound one. ConsitieraJions of sell-reliance are 
undoubtedly importQllt, but t~ economic aspect 01 any scheme is ~llally 
lmporlanl. The Committee hope that Governnunt will insist on halVlig 
these important and basic data worked out before sanctioning a project. 
{Paragraph No. 24). 

REPLY OP GovuNMBNT 

The need br adequate investigations co\'erlng relevant economic as-
pects, before a project was put forward for selection was emphasised ""ide 
Minl!ltry of Finance O.M. No. 3878/JS(AM) dated the 7th October, 
1965. (Vide Appendix I). With a view to ensuring a thorough study 
0( all factors relevant to project selection, the Planning Commission issued 
• Manual, in May 1966, for the 'pleparadon of feasibility studies for 
iDdustrial projects in the. public sector. It hal been imprcaIed upoIl the 
MiDistries and the project authorities coocerned that proper feasibility 
studies should be prepared asindic:ated in the Manual. Tho procedures 
for accordinl a'pptoval to the projects hoe aIIo been rationalised. 
(MfJlistry 0' FiltllllC't (Sureau of Public Ente1pl'i.fes) OM. No. 2445/ 

FI/67. dated the 8th September. 1967.) 
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R.eeoDlDleIldatioa (Sedal No. S) 
) " . 

The delay of 15 months between the receipt of the PreUmintll'y Pro. 
}eel Report aI'Id the commissioning of the Delili/ed Project R~port in'. the 
-case of Hardwar Project was unduly long and the explanation given tar 
the delay is nOt convincing. It was apparently not a nurtter which re-
.qllired sllch a deep thought and investigation before decidilt( as tp what 
should be done. Such long delays upset planning considerably. and. lead 
to avoidab(e consequential difficulties. This is especially so in this CQSIJ 

where two or three projects are linked together. (Paragraph 27.) 

REPLY OF GOVERNMENT 

The Committee's observation has been noted. 

tMinistry of Industrial Development & Company Affairs O.M. No. 24-1/ 
67-HECHE, dated the 29th September, 1967]. 

Recommendation (Serial No,. 6) 

The Committee cannot but conclude that there' was no proper co-ordi-
nation between the CWPC, the Planning Commission and the Ministry 
-concerned in regard to the unit sizes of the turbogenerator sets to be pro-
duced at the Hyderabad Project. It is surprising that a decisio'n to manu-
facture 25 MW units was taken and plans in this regard progressed With 
foreign consultants without having the whole question thoroughly examihed. 
A Committee was appointed only in early 1962 i . .!. ] 5 month.v after it ~'as 
.decided to manufacture 25 MW units and when the D.P.R. was about to 
be ready. This committee reported in luly, 1962 and tMugh it wo.1' 
1u!aded by the senior most official of the C.W.P.C., its recominendations 
were not the same as the decisions arrived at by the Planning Commis-
sion, who had decided upon 100 MW size units. It is obvious that there 
was no crystallised thinking on this subject. The Committee regret the 
ma.rmer in which the project was conceived and proceeded with without 
basic data Or exact knowledge of the future requirements. (Paragraph 
::35.) 

REPLY OF GOVERNMENT 

. The Committee's observation has been noted. 

:(Ministry of Industrial Development &: Comptmy Altairs O:M. No:''24-1/ 
67-HECBE, dated the 29th September, 1967]~ 

ReeommeadadoB (SerW No. lZ) 

It is notked thllt Qsat present, considerable qUJJtrtities of raw-materials 
1Wi1l have to be imporud for the 11UIIUI/acture Of elktrlcal eqritpment by 
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the proiec,.~ 0/ the B.~.E:L. .~bile ;t~ jsunrllyirrevilable till the Allo.v 
Steel Projects go into production, the Committee feel that firm a",!"ge-
m61Ils "hould be mIlIk with the HthduYfan SluT Ltd., or other private steer 
l1JlMII/actur+er.f in the country for the supply 0/ steel and alloy steel reqllire-
I7U!IIIt3 of the B.fI1.E.L. The Committee would ha~'e expected th~ 
B.H E.L., along with the Heavy EJectricals (India) Ltd., Bhopal 10 make 
l1li till out efJort to obto;n 'heir requirements indigenously to the mtUimum 
.n.ntpoMtble, iltCludlnr the tmcouragement of setting up of new ancillary 
inllusfl!ks or the .ttartin~ of new items of production by exist-
ing factories. TMre is not much evidence that this has been done. 
The Committee hope that intensive eOorts will be made in this direction. 
(Paragraph 55.) 

REPLY OF GOVERNMENT 
Noted. 

[Mini.~try of Industrial Development & Company Affairs, O.M. No. 24-1/ 
67-HECHE, datefi the 49th$eptember, 1967]. 

11)e CommiUee would urge that intensive efforts and research should 
be f11IJ.de IQI' WJi.ng su.b~itute ~, e4rily available in India, f.:w materials 
wh!ch are ~ed, so tI&at depmdence On imports may cease. One such 
item is copper whk:h is be.ing replaced by aluminiwn 10 a gnat extent in 
the e,lt,'trical intbutry. Another field ..... iuch may be fruitfully inve.~ti­
gQted ;1 imz4atiqn 1fUJtetiol 10, which ROO'I ptrsibilities of indillenolls .fub-
IdtIRion appears to e;cist, The Committu hope that the company as 
wtll (JI the DGTD will gi\'1! this matter tl?eir earnest attention. (Paragraph 
56). 

REPLY OF GOVE.RNMENT 

The observations of the Committee are noted and necessary instruc-
tiQns have been issued. 

[Ministry of Industrial IN''dopment & Company Affairs. O.M. No. 24-1/ 
67-HECHE, dated the 29th September, 1967]. 

R.,...w.,r- 'I'." (Serial No. 14) r'" CptJ1mittee f~l that in the mOUeT of detailed drawings and thF 
body cOmpOsitions of ~ spare parts and components of the plant ana 
eqtJipmml dUI! tJltention shoUld be given by the management. Drawings 
and body specifi~· qf ~ed sparu and .componenJs art' most im-
pof1tIItt ~qui~mems ;f depende1K'1! on fo~ign suppliers i.r to be e1imi"at-
H.. rff' BBEL shoNI4 make .... st efforts to obtain Wse from the con-sult. _, $U~ ... if ~ ffllil, the drawings should be mode h.v 
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the', Re~' aitif' Det.efdpio'nent seetiOW ctJ)r47 _aWCt;~s'1fiiide' 
tiN' o~ the' ~I alloYs Or fMtiils wit'!. W#lJch'f' t'fle" cDlniiimeritF~f 
"nN*,; (AzmgitiJlM'63). 

REPLY OF GOVERNMENT 

At the time of purchase of machinery, an essential quantity IOf spares 
:required' to ,coVet imtitfl' breakageS as" wen as routine m8:iftt~arlC:e,~ f~r a 
Jimited period had been included in tlle"'oHgiitatcotfuliets. NO'tinWf' a' 
machinery, manufacturer would not provide drawings or specifications for 
'Such spares and would prefer' to sell them to the customer as required. 
To circumvent such contingencies, steps have been taken to prepare draw-
:ings from the spares received' a8also'tafiDd~' ottrthe composition of 
materials used, so that further spares could be manufactured indigenously. 
For all futUre purchase's of plant and eqillpments' eftlorts' would be' made to 
,obtain detailed drawings and bOdy compositioDs f6rspare' parts. 

So far as components that are' bOugJitout aDd go into the production 
-.of 'BHEe eqmpmenJ:are, 'o:>ncerned, dniwfugi'al'u:f:specffidtiOris are' ob-
tained in all' cases fr6m the Collaborators so' that the1i- gtadnal' rnarlUl ' 
facture could be taken "up in the cOUntry. 

[Ministry of Industrial Development & Company Affairs, a.M. No. 24-1/ 
67-HECHE, dateR the 2!Jth September; 1967]. 

R~mmeadatiOn (Serial No. 15)' 
The Committee recommend' that every endeavour should'b~' made to 

'Completely do away with imports 0/ spares for electrical equipment 01-
,ready in use in the country. All users of such equipment might be told 
to procure or prepare' the drawiiigs and designs of the' various parts' and 
-components required by them so that indigenous manufacture could be 
undertaktn. The factories oj the BHEL'should do their utmost to manu-
facture such spare's. Government shoutii' also encourage actual' u ~e'':s ,. to" 
place their orders' with the BHEL rather than allowing 'imports. (Para~ 
graph No. 65). 

REPLY OF GOVERNMENT 

The observations of the Cbmnuttee are noted and necessaryinstruc~' 
thns have been issued. 

IMinistry of Industrial Development & Company Affairs, OM. No. 24-1/ 
61-HFCHE;' dated the 29th September, 1967]. 

RecOdhbuicIiIIibB (Serial'NO:. 17)" 
Thi Cominittte recomm~nd tJuit inctbe 'fIOntofthe prlvllMfpanies rom4 

forward to manufacture seamless tuhEi;"G~'ml8futxamirit tlie" 
possibility dj setting up a public undertaking for manufacturing .'1uch tubes 
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iI ,. H,., ~,., C.O[tI!JTadon Ltd .• Cil1I1IOt un4ertQ/ce tMir ~ 
laure.. Ever,. eloru Mould be made to avoitl w.,. of forBi,gn u ... 
cluJnge on the imports oj' this "material which can be ea6iLJ mIIIIUIactun4. 
in 1M COUIIITY. (PQI'QI'aph 71). 

REPLY OP GoVEIlNMENT 

Tbe, recommendatioo of the Committee is noted and action bas I)een. 
lDitiated. already OIl the same UnCI. 
lMlni.my of IndustriGl Development It Company AlJairs, O.M. No. 24-1/' 

67-HECHE, dated the 29th September, 1967]. . 

_ ....... (SerIal No. 18) 

Tire Committee find. thllt tile capital structure oj 1114 Company ;s • not I"" 
QCCOf'tIQftCI with the ,policy laitl down by Govenrmmt. (Paragraph 741.' 

REPLY 0' GovuNMENT 

The Committee's obaervatioll bas beoe1l noted. But it ,may be added 
that upto 311t. M&Jch, 1967, shares amounting to lls. 63.69 lakhs, have 
heeD iDvested in the Company and loans amounting to Ra. 4136 laths 
bave been given to the Company. During the year 1967-68, budget pro-
viIloa 1s R.I. 331 laths in the shape of equity capital and R.s. 2448 lakbs, 
in the form 0( loans. It is expected that during the year 1967-68, the 
prnent authorised share capital of Rs. 65 crores would be fully subscribed. 
[Ministry 01 Industrial DeveloptMnl & Company Affairs, O.M. No. 24-l/" 

67-HECHE, di#ed the 29th ~ptember, 1967]. 

RecoIa ..... 1on (Serial No. 20) 
The difficulty faced by the Tiruchy project in ~gard to its require-

ments of Working CQPital "lUSt be faced by several other projects. If 
they are unable to obtain their requirements from Banks, the only course 
open to the". is 10 tempOrarily utiUse lhe funds made available by Gov-
~nt for capital works. Thl.J is improper, but in the circumstant:es. 
Governnwnt do not Sffm to ~ "It the projects with an alternative. 
TM Commlnq $ft no ret&.fOn why lhe pubUc S«tor Protects should nOI 
h authorised to borrow their mtin ~quiNl'Mft13' from th4 Banks on tM 
lMsis of II parantu ~ by Govmtnumt. The Committee would 
",.,. a Ipftdy deci3ion on thb matter. (Paragraph No. 81). 

REPLY OP OovaaNMBNT 
OnkWinel bave beco laid cIowD for the Public Enterprises in the matter 

of finlDClq their WOIkiDa capital requitemeDts (11itk MiDiItry of Finance 
O. M~: No. 2(32)f6S-PI. dated 16th March, 1961. (vi. Appendix B). 

(AlWIfry of P'rnaC' •• (BIR. tJif PMc Errt~) OM~ No. 244Sr 
"'/61, ..... 8", SIp ....... 1967., .... ~. 
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Reconl~(Sertid No.'~) 

The Committee are not very happy over intkfinite employment 'of de-
putatioTUsts from GOvernment Departments in the projects. . Even in the 
initial phase ~j a project, the best persons who have knowledge of proce-
dures in commercial organizations should be chosen. If a man has to be 
taken from a Government Department and if his work and conduct are 
found satisfactory, he should, as jar as possible, be permanently absorbed 
in the organisation, subject to the conditiOns of service of the Company. 
This will enable the staff of the Company to develop a sense' of belonging 
right from the start of their career. (Paragraph 94). 

REPLY OF GOVEP-NMENT 

. In line with the Committee's observations, action has already been 
taken to absorb suitable deputationists on permanent posts in BHEL. 

[Ministry of Industrial Development & Company Affairs, O.M. No. 24-1/ 
67-HECHE, dated the 29th September, 1967]. 

RecommeodatioD (Serial No. 24) 

The Committee feel that considerations of experience alone for em-
plcryment of retired personnel is IWI a very convincing argument as all re-
tired persons have experience. Employment of retired personnel results 
in the blocking of opportunities for the younger people. It is tmderrta1td-
able that retired persons having some specialised knowledge or experience 
vital to the undertaking being employed for sOme time, but for normal 
jobs like those of civil engineers or personal Assistants for which any 
number of candidates are available in the country there does not uppear 
to be any justification for appointment of retired personnel. 

The Committee would recommend that Government should lay down a 
clear pOlicy regarding the employment of retired persons in the public 
sector undertakings. (Paragraphs 97-98). 

REPLY OF GOVERNMENT. 

The policy in this regard is indicated in Ministry of Finance O.M. 
No. 2(32)/67-Fl, dated 28th July, 1967, (Vide Appendix III). 

[Ministry of Finance, (Bureau of Public Enterprises) O.M. No. 2445/ 
FI/67. doted the 8th September, 1967J. 
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I!t'$ff ..... (AIij,-~ 

~he, pre,se."! j ~ha!r~; oj t~ C~~~y. ":M, ,,!e~ apP;OinJe~~ for II "nod 
0/ 3 .'Ye.Q~!, i.e., Ir,o!!" j ~~. t? 19~..,~:~r C~. wAS to~n~t~ ~t{. have 
GIl experienced mlln like t~ pruent ineiunbenlas the to, IIdnu!'ls~,ator. 

• .' '(' ;< •• ," • • J'1. t', ", '" -,_" ... ,.j.,.\ 4 • ..... r , : 
the' Committee ar~, however, cc",,,,.ained to note that Government. e~·e.n 
now~ Qfter"hQ~ing' con;iderab,le e:Cpe~it.~e:: in, se;Ii~" uf p~blic sector pro-
j«/~ hjwe to /~~~e. dif!i~'ul/~e,s in findin¥ .. fw.t~b!tf. persons' to. ~~ t~ top 
pOSf.f in the public sector projects. That Government have to employ re-
tired a~ super01!~uote~. pers~~,' for . su~~ . Posts. ~how.s 'liff.. no. elJ.ec.t(ve 
.'Iep" have yet bun takin to train persons at the. middle ~aRerial levt!l 
from where persom /orthe top p'Osts could be d~. ' in i~' C(ISe 'of the 
8HEL Government had .vome experience in setting up an electrical plant 
at Bhopal Qnd if proper attentiOn hod been pdid to this aspect, it would, 
perhaps not have bun difficult to find persons to man the top pOst., in 
the BI/.EL, from Bhopal or some DlMr similtI1pllbilc II1UMlfaking,v. rhe 
pre.fent Chairman would retire in 1968, aM. Gover.nment would again. be 
confronled with the problem of finding a man to replace him then. (Para-
gMj.ph 100) . 

REPLY OP GoVERNMENT 

The observations of the C~tt~ ,arc; notc;~. 

{Mini.ury of Indu.ttrial Development & Company AUairs, O.M. No. 24-1/ 
67-HECHE. da'~l!'he 29,hSep'e,mber, i967]. ' . 

R.ero,lI!~~. (~,.No .. 2~l 

TM representaJives of the Mi,ustry assured,he Commiuee, awing 
el'idence, thGt ~vunment were talcJn, el'BY st. practicable to ensure 
'hilt t/w staB rendered surplus on c:QmpletiOll o/tM projects ·wen not ren-
dered uMmplpyed. The CommiUe« ho~ thIIt G9\'unmellt and 1M pro-
j«u a",horitit's would give earneJt DltentlOn, to this problem and mob 
suitable arrangement.f for the ab.forptiora of surplus personnel elsewhere 
.W ,hal th~ pr:ojec.ts are nQlburtJe~4 )Vilh.surp'ius st4. (~~ph.,lQ3). 

REPLY OF GoVIRy.JMENT 

The Committee's observations have been noted. 

1 Mini.f(1)· of Intimtrial Dewlopment & Company A Dairs, O.M. No. 24-1/ 
67-H,E~HE. dQ~ed ,the, 29th Sep'Frraber, 19<i71 

RffOIRlMadatioll (SerW No. 28) 

Tit,. Committee Itorw that ,h, fWOj«t.s will be cOntPkted on .fC'heduie 
./1(1 will ht! able 10 fulfil tlteir objectil~S witItoIIt much ilitfitwlty. Power 
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supply is the key to prosperity and every effort should be made to ensure 
that commitments in regard to supply oj basic machinery for power gener-
ation are fulfilled in ti~. The role 0/ the BHEL is great in this '~lII'd 
and the Committee hope thlll tlte· ""tI __ ing wiU live up to its responsi-
bilities. (Paragraph 107). 

REPLY Oil -tlov~'r 

The Committee's observations are noted. 

[Ministry of Industrial Development & Company Affairs, OM. No. 24-1/ 
'6:T4I€0iIej .6iIW,t~'~_:~~i11M"1. \ ' 

774 (AU) LS-l 



CllAPrER m 
RCOMMBNDATIONS WlllCH THE COMMITIEE 00 NOT DESIRE 

TO PURSUE IN VIEW OF THE GOVERNMENT REPLY 

Retommendadon (Serial No.2) 

It will be seen lhalt~,hree pToject.J of the BHEL art! in more8e~., 
thon one, inter-linked with each other. The turbines, generators, motors, 
pumps, boiler.f, etc., which would be required for a single puwer project 
would be manufactured in three different places. The fOrgings and c.stings 
10 be manulaclllred at Hardwar will form component u"iI., of the same 
equipment and as such the.re will have first to be transported to the othe, 
factory be/ore being fitted and transported to the puwer project site. It is 
apparent that the ultimate cost of the a.rsembled equipment to the consumers 
will increase due to the location 0/ three plants .'0 far away from each other. 
The problem ;s oj special importance in thi., particular case because the 
State "",ill be the biggest purchaser of the prOducts of the company, and as 
such, the ill eOects of the location will have to be suffered by the public. 
The Committee feel that this is a matter of vital relevance in the location of 
the prOject.s and seems to have been altogether ignored. (Paragraph IS). 

REPLY OF GOVE"RNMENT 

Each unit of the company is sufficiently large in terms of investment, 
e-mploYluent potential, managerial organisation, provision Of services etc. 
111 the e<tSc. of the High Pressure Boilers Plant, Tiruchy and the Heavy 
Power Equipment Plant, Hydcrabad, the ultimate doubHng of the plants 
was envisaged even at the time the. projects were apProved. There was 
al~ the vital as'pect of regional dispersal of such important industries set up 
in the public sector. In thc circumstances, it was not quite. possible b 
locate all the units at the same place or even in the same State. However, 
it may be mentioned that the Heavy Electrical Equipment Plant and the 
Central Foundry Forge would be at Hardwar and the Heavy Electrical 
Eqiupment Plant would be the largest single consumer of the castings and 
forgings produced in the Central Foundry Forge. Similarly, the Heavy 
Power Equipment Plant and the Switchgear Unit have both been lxaled 
at HydeTabad. 

(Ministry of Industrial IHvelopment &, Comptllfy AlJairs OM. No~ ~4-11 
67-HECHE, dAt~d tire 29th St>ptnnbn. 1967], 
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~n (&eriaA No •. , 7) 

The Committee find lhilt in tlie case of tFie Ptoj"ects of the B~H.EX .• tht' 
economic aspects like total capiJal cost, 1!ro/ita!'ility etc. were not brought 
to the notice at the Cabinet. The economic viability 01 a Project is a very 
important aspeC:t.which must be fully assessed befOre taking a. deeision 
regqrding its selling up. The ,Committee. in tlMir Thirteenth r.eport, have 
rectmrmen4ed ,hat. Gf)vemment. should .Jay down the form and. the mQIJ~er. 
ill· which theCabi~tapproval ~ p~jects is sought. The ConimitJee .. had 
then suggested that for this purpose alistof tlll the basic inl9rmationtobe 
incJuded .in. the. not, should be drawn and that it should be ensured. tlrat 
1I<'thing qj importance'. from the technical or economic' point ot view. was 
omitted., Every prOpOsal ,which is put up to the Cabinet for approval 
should also contain an indication of the investment·output. ratio. The, 
Committee would like to reitate the recommendation and hope that in the 
case oj all projects to be set· up in the public sector in future this aspect 
will also be indicated. (Paragraph No. 40). 

;. _.' f ~~' , ~ 

REPLY OF GOVERNMENT 
,. 

As illdicatedin para 39, of this Report, the current practice is that in 
all cases where the ·approval of Cabinet is sought· for a project, 'the fun 
details of the estimated capital cost, etc. are furnished'in the Noteta.the 
Cabinet. Theextont instructions also l"QquiIe. that as complete a·picture 
of financial implication,including investment-output ratio .anticipated, as 
poS5ibleshould be iildicated· in the Note to the .Cabinet, also mentioning 
the . extent of uncertainty involvedmthe estimate!J given., The measures 
indicated in the reply to the recommendation at Serial No. 4shouJd improve 
the position in thiJ· regard. 

[Ministry Df Finance, (Bureau at P~blic Enterprises)' O.M. No . . 2445/ 
FI/67. dated the 8th September, 1967]. 

~ (Serial No.8) 

. A tUM-schedule for Ihe. construcdon of a project Is ')ery essential both 
jor its firMly completion and for a proper technical i and administrative 
corttrol during ,the construction stage. In the cose Of the Hardwan projeCt, 
Ike p70jl!CtautMri~$ hlIIl obviously no /qwwledge t1/ SllCh a .w:hedule before 
tire, ~d II. 'eucutJon. of the pl'O/ect. The plea that the volume" Of 
.IIre DidIIiletl Prpjet;t Report conUlining·.the time-Sclvduk was not delivered w 
the project authoritie~ by the consultants is no /WIIification. Theri! . dPe~ 
ItOt appur to have been any effort made to obtain the time·schedule Or fOr 
that- matto' even w Prepare one. . If Guvernmmt had pre(Jai'ed a C~d:i rlSt 
of items which should be Covered in a Detailed .prOft'ct Report and checked 
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the items before the commeltt'enUlnt of tlt1!" prOj6ct, such an imporiani 
ileff) C(lu/4:JWt "411e JJ~en oJ1erlqote4. (P.a.ra,s-rap.h. 44 ). 

ltEPJ:¥ 'OP 6ovERNMENT' 

·1 ·<.>f . •inlMt 1, . . (B.Jve <>/, Pl!.lllk £1tte1qri.s(s), O~ •• 'f:Vq 2.44S/ 
FJ/67, dated the 8th Sept. b#r, 19611. 

Recommea · n (Serial o. 8) 

A ti mt• cMdule for the construction of a project is very essential both 

R& Ly OP GOVE.RN E T 
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FuRTHER INFQlWA.TlON CALLE ... ftIa;M, __ CoMMITTEE 

Twa replies 1Klve. been re6eiv~d. 0114 J,ro .. ~ ~ptto."",.'ftl;l~ ~r­
w:u,e,) vide their OM. No. 2445/FI/67. ~/"'. s,IJ.~~, ,~61_ 
the other frQm YOW' DepllItmenl.· T~e. may ~e. b#.. -~ik4· "fill-
(wol reply. given on this r~mmendatit)n. 

[L.S.S.O.M. No. 19-PU(l)/67, dtMd . .rIM 2-8M O~ 1%1rj-. 

FuRTHER REPLY OF GOVERNMENT 

The reply furnished by this Ministry covers the recommendation in so 
far as it relates to Bharat Heavy Electricals Ltd., whereas the reply 
furnished by the Bureau of Public Enterprises covers the general issue. 
As such, both the replies are valid. 
[Ministry of Industrial Development & cOmpany Aflain E~ti111'~nt.of. 

Industrial DeveJqpment) a.M. NoI 24~1/67-HEClI!!,.t&4; lite %!nf 
November, 1967]. . . .' 

~pa~,N .. 9}1 

TI14 Committee /wpe thtItall ejJQrls~llbe ,*,*10 co"""""""hC'WIIiIo,. 
biPeks of tIfIIJ HardwllT Project witlu»u IJIIY., ,..".de. 7_'(;0If ..... i 
• nol see why the target date ivw' compleliM of tIw ~'sltoaltJ,Jt. 
advanced to 31st MQllch, 1969 merely ~CQlUe' tlw /IntMIt:;'; yeQl" .'-It, .... 
to end on that tkIte. The projects should be completed as early as pOssible 
~U it should necessamy synchronise with, tile ..ad of " tile. ~. ,.... 
Delaying the completion even by 3 months 14'OUl6 adtl' t~ Ihf,. eotIt CJ#" 
Project. (Paragraph 15). 

RSPL Y OF GoYBRNttftNT 

The, s<;hed$ now laid down f~ c.omplc;tion of,:U1e. rrqj~.a,rt:, ~ced 
to. be adher~ to. ' , " 
[MinUtl')' 0/ Ilfllusllifll, De~1ffMt &, C~: A~ o.~ .NII. ~l,C 

67-HECHE, dated the 29th September, 1%7]. 

FURTHER INFORMATION CALLED FOR BY TIlE CoMMITTEE 
• '., I' ' . 

The target dates by which the various blocks of the Hardwar Project 
will be completed ~ay plea.s.e b4: c()mmuni.CQt~d. 

[L.S.S.O .M. No. 29-PU (I) /67, dilted the 28th October, 1967] 

FUllTJIER REfLY OF. GOV.J!RlIlMaNT 

Tbe target dates of oomp1etieJl.; of' tio differeat sItop8. ol: 1:IIla"" ... 
cals Equipment Plant, Hardwar are given in the stateIDOM· ~ lip ..... 
V). 

[Mf~ of Indust'!al ~v~!opment '*: ptlmP.C"'Y ~' f~" 
ltubtstriollJevelopment) O.M. No. 2*.Y!!-.'!'':,,' the 
23rd November, 1967]. . 
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Reco.m. k .... (Serial, No. 10) 

. '7'he comininu find that in spite of a provision in the agreement· re-
,.dlnt the timel,. IUpply of ftnmdation drawings fQ1' the heavy eqzdpment 
ot-'theHar4war Pr()ject, these have not been receNed according to stiplda-
tiOlJ In the agreement. The inclusion of a penalty clause in an Agreement 
might hpve " .. tory effect in preventing delays. Possibility of including 
811Ch Q provision in the further COntracts might be examined. (Paragrapb 
No. -.8). . 

REPLY OF GoVERNMENT 

, The ~inistry of Finance O.M.No. F.33(23)-EGI/60 dated 27-9-1960 
(v~ ~ VI) laid down for the guidance of the Ministries/Depart-
meats, concerned that in the consultancy agreements, there should, as far 
u pouible, be a provision for suitably phasing the payments to the con-
aultanta, related to differenf stages of rendering the consultancy services such 
• timely. alApply of working foundation drawings, etc. It may also be 
hadiCa&od. that· the laat instalment abould be as substantial as possible, as in 
ClUe. of a serious detect or failure it would be .possible to withhold the last 
'-"AMIOt. This guidline is being reiterated to the Ministries. . , . 

1M...." ot FillQll~, (Bureau of PubUc Enterprises) OM. No. 2445/ 
8l{67. tIate-' 1M 8ah September, 1967]. 

FuRTHER INFORM .... TION CALLED FOR BY THE COMMITTEE 

,', ".,.. nat, the fflISCHl(S) for not including the penalty clause. at the 
time of concIUtIiItg the agrtement. as prescribed in clause (/x) of the An-
IWXIft totlw Mi,,;stry of Finance (INpat1meJft of Expmditure) OM. No. 
33(23)-E.GJ./60, dilled 27-9-1960. 

[L's's.O.M. No. 29-(1)/67, dDted 27-10-1967] 

FuaTHIlt REPLY OF Go~llNMENT 

TIle DOD-iDc1usion of a penalty clause seems to be an inadvertent omis-
sion and more care will be exercised in future. Even if such a clause was ..,.1Cd. it CIIDDOt be said categorically wbctber the Soviet Authorities 
,~_w aareed 10 it. 

,-'. ,,<;.:~: 

.f.lIlniItry oj 1Ittlu.rtriGl IXvelopmerrt cl COntpGny Alai,s (Departmeltl of 
I~ lHwtIopllMftl), OM. No. 24-1/67-RECHE •. 4III«J tIw 
lW Ncwmtber. 1967.] 
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Recommeadadoa (Sedal No.' 11) , 
:, 

The Committ~e sugg~st that Government might examUte 1M' obOve 'S~ 
gestions. It may also be considered whether other coMtfUctiOfl mtJtmtil 
like cement etc., can be made available to the projects on a' high priority 
basis. Since availability of these materials in time and in required qUtllltitY 
is vital for the timely completion of the projects, it is necessary that Govern-
ment should ensure that the projects get their suppliesqf constrilCiftM 
material without difficulty. (Paragraph 52). 

REPLY OF GOVERNMENT 

Wherever there is control, fonnal or infonnal, over the distribution of 
any item of construction material, efforts are made to allot the maximum 
possible quantity to important projects like those of Bharat Heavy. Electri-
cals Ltd., consistent with the overall availability of the I1l;lterial and, ~ 
inJer-se priorities of the various demands. . The supply position ofl6mi 
killed quality M.S. Plates is not difficult at present and the priority. demand 
for public undertakings is generally met to the extent possible. The supply 
position of tested killed quality M.S. Plates is difficult at 'Present and iUs 
possible to meet only a part of the demand. Imports are also .considered 
and accepted wherever the demand is urgent and cannot be met in ~e 
from the indigenous supplies. 

[Ministry of Industrial Development &: Company Affairs, O.M. No. 24-1/ 
67-HECHE, dated the 29th September, 1967]. 

Recommendation (Serial No. 16) 
The Committee feel that not much stress has been laid by the un(}P-

taking in exploring the possibility of fabricating plant and equipment of . the 
ancillr..ry plants, within the country. No serious effort appearst,,' ~ve 
been made to enquire if any private entrepreneur or any public undertaking 
wa.f prepared to fabricate the plants in view uf tM fact that three sets Of 
~uch pLants were required by the 8.H.E.L. Apart from saving vital. fDrtign 
exchange. such a move would have fosteredexpp'tise in India in this 
field of industry. (Paragraph 69). .. ., . 

REPL Y OF GoVERNMENT 

Full and detailed anquiries were made within the country about the 
availability of ancillary plants like Compressors, Oxygen Plant, ~tylcne 
Plant, Producer Gas Plant, etc. Detailed investigations were caqied.out to 
eliminate all parts that could be manufactured within the couptry.;" lie 
final imports were restricted to the minimum after allowing for themaxj. 
mum use of indigenous capacity available. 

It may be mentioned in this connection that Compressors of the 
required size for TU'Ochy Plant were Jocated in the country 'and procUred 
indigenously. 
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B.REL. could ve- ~fiffe ,~oi tftdiget\0U' capacity for all the 
aadllaty <qu.ipmcnt to lie d~veloped in the country~ after enteriqg into 

. bora~ 'With so~ (orei.gQ; parties. The demand from BHE~ .alone 
woqld n~. bavel¥eJ.!. sufficient in ~ny case to justify the setting llP of plants 
ti)r manufacture ,of ·tltese ancillary units. 

lfJljf1fj6f"· rot ItuI~· . lJ)eveldp'ment & 'Company Jtfjilirs, O.M. No: 24-1/ 
67-HECHE, dated the ZfJ:fh 5ffp1ehfb J 1967]. 

Recommendatio;' (Serial No. 21) 

Committee at 

f' . OM. No. 782/ 
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RerollUllelldatioa (SerIal No. 27) 

A disproportionately large number of people had resigned from the 
Hyderabad Project. The CommjtJe't/te{1tnt.,tbpt the nuuragement were not 
.aware of the real reasons for the resignations of most of the employees. 
Sixteen 0/ the 98 persons we"e stated ttl htwe nsigned b60QU8e they obtaitle4i 
better jobs elsewhere and 5 -flh' contitUling their studies.- 77psopl..>lWere.· 
stated to have resigl'}e4 fo.r pers<J11(l,l reOS911s or ill heplth. The Committee 
feel that this large figure indicates some inherent cause which might have 
pers~4, ,t~$e 'P~SO~. to,resign, thl!:ir jobs, It mjght .be. benelk:ial . .fQT the 
mQTlQ8~.to inv"esliSQl,e,'into t/w. c4~e~.of these re$ignafions aiul take 
re~di41 actipn if necfs~ry. (Piitilgraph. 105)~ 

R,EPL Y OF GOVERNMENT 

An investigation into the causes of· resignations from - the Jfyderabad 
Project· has been conducted. Of,the 98'perS0ns. who- resitned, ll('). less· 
than 79 were from the Civil ·Engineering· Department. This isa temp.orary 
department which functions on a large .scale durieg the -coIl8tt'ucXiOo.·pbase. 
only. The employees in this departmeJ.lt are naturally always on the look 
'Out for better openings since their services are temporary and they are 
liabl~ to bere¥en~ as soon as the:CQnstlllction is oyer. The ioyest.iga-
tion shows that the"employees who resigl)ed, were g~era.lly. satisfioo .with 
the salaries and other conditions of service. Some of them, however, felt 
that the amenities availabl~ at the project site were" not sufficient. This 
was no doubt, the case during the. earlier.stages:of .construc,tio,n of :1JJe ,pro-
ject, but now that a township has been fully established, with various 
amenities like hospitals, schools; communityceratres.etc., there is no such 
difficulty . 

[Ministry of Industrial Developmllnt.&, Cotnpany AD(IiJ's, O.M .. No.· 24-
1/67-HECHE, dated the 29th September, 1967]., 



CHAnd IV 

RECOMMENDATIONS IN RESPECI' OF WIDeH REPUES OF GOV-
ERNMENT HAVE NOT BEEN ACCEPTED BY TIlE COMMITI.EF. 

~ (SerIal No. 19) 

TM Committee feel that both the B.H.E.L. and Govem1llent have taken 
an inordinately long time in regard to the preparation and sanctioning of 
the enimates of the Hardwar Project and the Switchgear unit. Project 
estimates should be finalised fairly early in the execution of tire projects 
and after thorough examination. Goverrmlent should accord its sanction 
without any delay. The construe/ion of the Hardwar Project started in 
1963 t.Utd 1M pro/tct Iuu abo gone inlO partial production. It is surprising 
tlult its estimates hm'e IIDt been finalised and sanctioned Q3 yet. The ex-
planations given for the delay are not very cOnvincing •. . (Paragraph 77). 

REPLY OF GOVERNMENT 

Noted. The cases are under the final stages of consideration and it is 
expected that the approval to the dtimates will be accorded shortly. 

[Minish')' Of Indu.rfria' Dewlopmenl " Company A.ffairs, O.M. No. 24-
1/67-HECHE. dIIted till! 29th September, 1967]. 

F'uRmu INFORMATION CALLED FOR BY THE COMMITTEE 

Please state wMther sanction to the estimates has now been acCortkd 
and If so, lhe date thertoJ. Rto,(on(s) for delay in iss~ of sanction may 
also please H Riven. 

[L.sS. O.M. No. 29-PU(l)/67, dated the 28th October. 1967]. 

FURTHER REPLY OF GoVE~ENT 

Sanctions to the estimates have not yet been accorded. These are slUl 
under consideration. . 

{M~ of Industrial lHveloprMIII " Company A.ffairs, O.M. No. 24-
1/67-11ECBE. daled th~ 23rd November, 1967]. 

CoMMENTS OP THE COMMITTEE 

Pl«ue .. ptras 1 to 3 of ChapIn I 01 this R~port. 

20 
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Reeomaendadoa (Serial No. 21) 
The Committee feel that it would not be right for the sub-Committee 

of the Board of Directors consisting only of the Chairman and two official 
Members to take decisions, on such important matters like the Budget esti-
mates alld the Project estimates WithOUtbringingt() the notice of the Board. 
Such important matters should be decided I:ry the full Board. The present 
Board is a compact board of six members and it should not be difficult for 
it to meet to consider s~ :i1(Jportant matters. 

The Committetd would suggest tlull in case it is necessary to have a stand-
ing sub-Committee, the powers and functions of such a sub-Committee 
should be specified in writing. (Paragraph 89-90). 

REPLY OF GOVERNMENT 

The standing sub-Committee of the Board has no statutory authority 
either to consider any matters or to take decisions thereon. It can con-
sider and decide omy those matters which are referred to it by the Board 
of Directors and that also according to the terms of reference as laid down 
by the Board in each case. As such, it is not considered necessary to lay 
down in writing powers and functions of the Standing sub-Committee. 

The Commit~'s observations about decisions by the Sub-Committee 
on the important matters have been noted for guidance. 

[Ministry of IndUstrial Development & Company Affairs, O.M. No. 24-
1/67-HECHE,dated the 29th September, 1967]. 

FuRTHER INFORMATION CALLED FOR BY THE COMMITTEE 

The Committee desire to know, whether the sub-Committee constituted 
I:ry the Board of Directors Iuls since been dissolved and if not, whether its 
powers and functions have been defined in writing. 

[LS.S. O.M. No. 29-PU(I)/67, dated the 13th February, 1948]. 

FURTHER REPLY OF GOVERNMENT 

The standing sub-Committee of the Board of Directors of Bharat 
Heavy Electricals Ltd., has not been dissolved. The Sub-Committee will 
consider only those matters which are referred to it by the Board of Direc-
tors in accordance with the terms of reference laid down by the Board in 
each case. The decisions or recommendations of the Sub-Committee, as 
the case may be, are placed in due course before the Board of Directors. 

[MinUtry of Industrial Development & Company Affairs (Department of 
Industrial Development) O.M. No. 24-1!67-HECHE, dated . the 
12th March, 1968.] 

CoMMENTS OF TRB CoMMrrrEE 

Please see paras 4---6 of Chapter I of the Report. 



~IXI 
(YJdertply ,fo, rocogaga0p4aQaa\" SIt N&·4 <llapler' II). 

No. 31'lpJ{-.\M'i 
~0Pr1NBlA' 

MINIS'IIW,' 01'" FIMAtlCB' 
(DuAUMDIT OF· Co-oaDINATJeN) 
~ DeIIII, tlW 7tlfOClOWr/ l~ 

OFFICE MEMORANDUM 
SUBJEcT:-Preparalhm of fecufbllity studies 'b~(Jre proposing projects for 

e%loltlll·, asalJIII ... 

The CoJDJDltlee OIl utililati8nof extemal aasislaoco· u .... tbe· cltair-
JllQship,of Dl'. V. K.., R •. V. Rao, while ,exNJlinina"C888W fot delay- in. thc' 
aid utilisatioa in tile I*~ ·sectcJr 'COPNMl!'&ed on,the doar1la of· we8-c:en-' 
ceived projects for which all necessary preparations had been made for 
placing of orders as soon as fdteign . excha'Dge became' ava1lable'. While 
-noting that even projects included in tKe- lists ld be forwarded to the Aid 
India Consortium weJe often, DOt ready, for iDlJlllediIte, impltmentatiee. l. in 
the event of funds heinl ,made· available, . ~ Committee ba4 ~ftOOi'll:8\ended 
that no project should be 'proposed for aid unless a feasibility repon had 
been contp~ted. The Oovemmentbas accepted this reCommendation. 

2. The Rao Committee had emphasized that feasibility, reports should 
not merely be technologklll in chamcter ,but sbouldfuUy ,explore the ec0-
nomic aspects, taking due account of the possibilities of economising on the 

use of sClrcert'sources such as fGreiip e:xcbange. The Coa'IRittee bad also 
observed that feasibility studies must be of a high staadard, so that they 
are accepted by the institutions and countries providing assistance as justi-
fication for the acceptance of projects hf priftdpal. 

3. The need for careful 8Jld detailed tnvelliptiCMll'm iteJ8i'd to suitab1lltY 
of site. availability of TeqUircdnataral JescNfC:.'eS, othret< n.'blltorials,:'cCl 
was emphuiad in 1bi! ~ O.M'. No. D!~6~tDS(B} 'dated 
'.8-6S. The PlanfthlgC-om8liJ8ioB baveallO ciR:oJIttd'll. drift' tDe~ 
dum on feasibitity studies for public sector projects \I;. Sbrl Tarbk Singh's 
D.O. No. 12(4) !65·MI'A dt: 26-7-65. On"fuialisadoD 'Of the Planning· 
('ommission study, a comprehensive oftk:e mem01'aadul'imfic:a1jng in' de-
tail the scope of feasibility reports win be issued in d~'c:ourse; Meanwhile. 
the Minil>try of IndustfJ ~,am·fCqIIIIIted to- ...... 1bat before any new 
investment proposal is ~·forexteQlal,.ssis&aDcef tbcrcshould be av.ail-
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able, if not a detailed project report, at least a feasibility study which should 
be drawn up after adequate preliminary investigations and should give evi-
dence that alternative technologies, sizes of plant, locations, product-mix 
etc. have been considered. 

'Sdl- Am'MOZOOMDAR, 
It. Secy.-



APPENDIX 0 

(YkI, l'cplyto -l'ctcom!pCndation at Sl. No. 20 in Chapter ll) 
,-

No. a(32)/6S-F. I. 

GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

(D1!PA.TMENT OP COO1Q)lNATION BUREAU OF PuBLIC ENTERPlUSES) 

New Delhi, thl 16th March, 1967. 

OFFICE MEMORANDUM 

SUOJECT:-FllUlIIcin, of Working Capital "qulrem4nts of PubUc Sector 
Undertakings. 

The question of providing i working capital to the public sector 
enlerprisa bas been engaging the attention of the Government for some 
time. While it is true that the case of eacb UDdertaking will have to be 
amsidered on its merits, the following guidelines are laid down which may 
assist the projects in assessing and meeting their working capital 
nquirements:-

(a) The Board of Directors in case of each undertaking should 
determine ~be reasouablc tIM} of the working capital imd 
review the position from time to time to ensure that the total 
i1lvestment in the working capital is kept as low as possible. 

(b) In the first instance, the enterprises coacemed sfoould approach 
the ~'tate Bank of India for the cash-c:redit lI.mngement to meet 
the requirements of their wormg capital on the security of 
their current assets including stocks of stores, spare-pam raw-
materials, etc. According to the normal bank practicea, the 
State Bank may ast for a certain margin while fixing the cash-
credit limits. 

(c) It would be necessary for the 1dldertatiDg to find ways ad 
means of raq the margiD moaey. The $tate Bat of India 
should be requetted to provide far the entire wortiDg capital 
needs. U necessary. tho excess over the margin money coald 
be covered by a guaraD1ee from the CaItral Oovemmeat. 

(d) "'hcDevcr the tc*l nquiraDeDts of the working capital caDDOt 
be met by the casb-credit IfI'IUlgemenU with the State Baak of 
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India, the enterprises may approach the Government for 
short-term loans. Such requests would have to be examined 
vis-a-vis the positi,()D of internal resources of the undertaking. 

(e) So far as the 'Use of' internal resources and in ~cular 
depreciation fund is concerned, this should in the first instance 
be utilised for meeting capital expenditure. While making a 
demand for additional funds for capital expenditure, the 
internal resources including depreciation fund will, invariably, 
be taken into account. 

(f) Where the undertakings are making losses, the amount of the 
loss sustained will also be met from internal resources in the 
first instance. 

The Ministry of Industry, etc. are reque,sted to bring lIDS to the notice 
·of the Public Sector Undertakings. 

Sd./-R. C. DUIT, 
Secretary to the Government of India and 

Dir~ctor General, Bur~Qu of Public Enterprises. 

AU Ministries/Departments of the Govt. of India. 
All F AS in the Department of Expenditure. 

Copies to:-
Secretary, Department of Economic Affairs. 
Secretary, De'partment of Expenditure. 
Secretary, Department of C:>ordination. 
Add!. Secretary, Department of Economic Affairs. 
J. S. (Budget). 



'(YM.'teply ofiOo+t.'to the ~ncfltiobat'~, Mo.~ in'Clt.lpter 11) 

No. ·l(12)/67.Fl 
OOvEaMMtNT' 6p '1fmIA 

MINtSTRY '0}: 'FIN'~C£ 
'BUREAU OP PuBLIC ENTEllPRISES) 

New Delhi, the -28th lilly, 1967 

OFFICE MEMORANDUM 

'-5tJrrh.d'r:~E*n;fbft 61 ~/'e-Wttph1ymitit :tif trlperiJfMrfnjtm em-
ployHs In t~ Public Enterprls'ts. 

'rr. UaderiJped 'is '~ted 'tb 'say 'that in their S2nd Report aD' 
'''PeftIoImel POIlCieN)f 'hMlc UtiCfetfa'kinp", the Estimates Committee made 
the following observations:-

""It is noted that ',&8pite ·lhe 'decision :aDIlOUJRfdd 'in ;Patli'llrUebt .,. 
November, 1961 &bat GoYernmont aheuldgive "lOad indication' 
of the principles to 'be followed by public undertakings in the 
employment of retired persons, no principles bave a'S :~t ·been 
laid down. The COIIlIIIi1ke ,,~ UIlbIprpy at :the inability of 
Government to h,.aemeat a decdIidIl -Mlicll they announced 
over two years;..,. lit fa ekpIctfd(tbIt(cMoea:~sldn is placed 
be_ !II:lrlianRlllt. it ~ld tJe;1CfAfd upon. 1'bey1bpe that this 
would be done now. 

'J he Committee agree that there might be cases where it is inevitable 
to rc-.ctnploy retired ~ecbnical personnel, in the national 
interest. to isolated specialised posts for a specific period if 
persons o( requisite knowledge and ex~rience, are' not 
otherwise available. But they do not approve of this practice 
being followed indiscriminately and retiroo personnel being-
employed even for non-technical secretarial jobs. The Com-
mittee ho~ ~at Government would keep tltio; aspect in view 
wm1e laying down broad principles to be followed by public 
undertakings in the employment of retired penonnel". 

2. The question of laying down broad principles to be followed" in 
tegard to employment of superannuated penons in Public Enterprisesltas 
beca,1IDder the consideration of Government for some time in the light or 
the:~es mentioned above. 
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3. Cases of extension of service/re-employment of persons in Public 

Entcqnisestall under the following two categories:-

(a) Posts, appointments to which are made by Government or 
require the approval of Government in accordance with the-
proviliions of the relevant Articles of Association/Statutes. 

(b) Posts, appointments to which can be made by the competent 
authorities in the Public Enterprises. . 

~" The following principles are being fallowed in regard to grant of 
extension of service/re-cmployment to Central Government servants:-

(i) Extension of service/re-employment beyond the normal date of 
Superannuation should be granted only rarely and in realty 
exceptional circumstances. 

(ii) In posts ,not ~uiring scientific or technical qualifications, 
60 years of age should ordinarily be treated as the dead line 
beyond which no officer shou!ld be granted extension of !;ervice 
or re-employed. But when the next person in the line of 
succession is not of comparable merit, an officer of outstanding 
merit may he allowed to continue upto the age of 62. 

(Hi) Extension of service or 'fe-employment should not, as a rule, 
be granted .beyond the age of 62, even in cases of the most 
outstanding merit, except in the case of scientific and technical 
personnel. Even in the case I of scientific and technical 
personnel, extension/re-employment beyond the limits mention-
ed -above is not automatic, though, in such cases, where the 
officer is of outstanding merit and there is a shortage of officers 
in the particular field of specialisation, extension/re-employ-
ment may be allowed upto a higher age-limit provided there 
is none ripe enough to take over the job. 

(iv) In the case of honorary appointments-e.g .. appointments on 
the Boards of Directors of Public Sector Undertakings-the 
limit may be 65 years provided that the appointment is really 
honorary and does not carry a substantial remuneration. 

In order to enable the Ministry of Home Affairs to scrutinise 
proposals for extension/re-entployment beyond the age of 60 
years, the Ministries are required to explain the reasons for 
each proposal in terms of the criteria . mentioned above, giving 
specific detail!! of persons in the line .'Jf succession together 
with their .qualifications, the reason why a superannuated 
person is considered 'PI outstanding merit etc. The character 
rolls of the officer proposed to be given cxtension/re-employ-
ment and of at least thenen two or three officers in the tiBe-
of succession are also required to be sent. 



28 
5. In rcaard to the cases of the first type, indicated in paragraph 3(a) 

~above. it has been decided that the principles mentioned in paragraph 4 
.above and the procedures laid down by the Ministry of Home Affairs ift 
respect of the Central Government servants should be followed. 

6. In 80 far as the cases of the second category, as indicated in 
paragraph 3(b) above, falling within the powers of the Government 

'Companies/Corporations are concerned, the broad principles followed by 
Government in this respect, as mentioned in paragraph 4 above may be 
brought to the notice of the. Public Enterprises with the suggestion that they 
may consider whether similar principles CJuld be adopted by them. The 
administrative Ministries, are, therefore, requested to suitably add~ss the 
Public Enterprises with which they are concerned. 

Sd./· M. M. MEHTA, 
Director. 

'To 
All Ministries/Departments of the Government of India. 



APPENDIX IV 

(Vidt reply to recommendation at Sl. No.8 in Chapter III) 
No. 3879/1S(AM) 

GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 
(DEPARTMENT OF CO-ORDINATAON) 

New Delhi, the 7th October, 1965. 
OFFICE MEMORANDUM 

SUJEcT:-t:arly prtporatio" of project reports,' avoidance of change in the 
scope 0/ projects at a late stage,' necessity of preparation 0/ 
reasOnably accurate financial estimates and time tables of 
progress. 

While examining the causes for delays in atd utilisation in the public 
'sector, the Committee on utilisation of external assistance under the chair-
manship of Dr. V. K. R. V. Rao emphasized the need for early preparations 

.of project reports for each project considered to be prima facie feasible. 
Observing that a major cause of delay had been the change in the scope of 
the projects at a late stage, they recommended that such changes should be 
avoided. They also recommended that the project should prepare 
reasonably accurate overall financial estimates in advance and that a suitable 
time-table should also be prepared at the start, against which progress 
should be measured. Government have accepted these recommendations. 
'The Ministry of Industry etc. are accordingly requested to ensure that-

To. 

(a) once the prima facie feasibility of the project is established, the 
preparation of the detailed project report should be completed 
without undue delay; 

(b) there is sufficient advance planning of projects with preparation 
of reasonably accurate overall financial estimates which wOlild 
obviate the need for frequent revision of estimates once 
sanctioned; and 

(c) a suitable time-table is also prepared by the project authorities 
. at the start and furnished to the Ministries concerned so that 

the progress of implementation could be watched and measured. 

Sd/- AlIT MOZOOMDAR, 
loint Secretary. 

All the Ministries of the Government of India. 
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t,\PPENDIX \' 

(Vide reply t:> recommendation at Sl No. 9 in Chapter In) 
BHARAT HEAVY ELECI'RICALS LTD. 

HEAVY ELF.crRICAL EQUIPMENT PLANT, HARDWAR. 

SI. 
No. 

Item of work 

1. CIVIL WORKS (FACTORY 
CONSTRUCTION) . 

(a> Site development. 

(b) Factory buildings excluding 
machine foundations. 

(e) Externol Serv;cts. 
(1) Roads and railways. 

(ii) Water Installations. 
(iii) Power installations. 
(Iv) Sewerage 

(v) Storm water drainage. 

Date of completion 

Work completed in June, 
1964. 

March, 1968. 

December. 1968. 
Decembe.r,'··1967. 
December, 1968. 

March, 1971. 
December. 1967. 

Ministry of Industrial Development & Company Affairs O.M. No_ 
24-1/S7-HECHE, dated the 23rd November, 1967. 



APPENDIX VI 

(Vide re'pty to recommendation at Sl. No. 10 in Chapter III) 
No. F. 33(23)-E.G.I./60 
GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 
(DEPARTMENT OF EXPENDITURE) 

New Delhi, the 27th September. 1960. 
OFFICE MEMORANDUM 

SUBJECT :-PriIWiple for fixing remuneratiOn payable to Consultants. 

The Estimates Committee, in para 32 of their 8th Report (1957-58) 
on the Naval Dockyard, Bombay, have recommended that Govermnent 
should review the present position in regard to the fixation of fees for the 
consultants engaged by them in connection with the execution of various 
projects and should lay down principles on which remuneration should be 
paid to such consultants in future contracts. As the types of work for 
which consultancy arrangements are entered into vary from project to 
project [the following are some of the types viz., (i) Preparation of a 
preliminary project report; (ii) Preparation of a detailed project report; (iii) 
Preparation of detailed drawings and designs for the plant or the works; 
(iv) Supervision of the installation of machinery, construction of plant a.ad 
works with an attendant responsibility for stipulated performance; (v) service 
in respect of specific pl1~blems], it is difficult to lay down any hard and 
fast criteria on which the quantum of remuneration can be assessed or to 
Jay down a schedule of rates. However, certain factors/principles have 
been listed in the annexure for the guidance of the Ministries, etc. who DHlY 
have to enter into such arrangements in future. The items listed in the 
annexure should not be treated as an exhaustive code but as points for 
guidance only. As the nature of work for which consultancy agreements 
become necessary vary from project to project and as much will depend 
on what is acceptable to the consultants who would be interested in a 
particular job, each case will have to be considered on merits. 

2. A copy of the reply sent to the Estimates Committee in this regard 
is enclosed (see Annexure). 

To. 

Sd/- C. R. KRISHNAMURTIIY, 
Deputy Secretary to the Govt. of lndi11. 

All the Ministries of the Govt. of India, etc. 
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ANNEXURE 

Factors/Principles 10 be taken Into account while tlltering irato consultancy 
Q"angements in future 

(i) Some of the items of work may have to be done in the country,. 
while others may have to be done outside. It is necessary, therefore, that 
a clear indication in regard to both should be available so as to determine 
tbe quantum of remuneration. It would also be useful to include in the 
apeement a list of staff that w~uJd be posted within the country so that 
110 confusion or dispute arises at a later stase. 

(ii) Certain facilities may have to be made available to the consultants, 
in regard to residential and office accommodation, travelling allowances both 
from the' parent country to India and within India, provision of vehicles, 
equipment. medical facilities. etc. When assessing the remuneration, the 
incidence of soch facilities "bould be clearly borne in mind. 

(iii) There should be a clause for premature determination of a consul-
tancy agreement in case the work is found to be unsatisfactOry or not 
suitable, and there should be an indication in regard to the payments involved 
in case of such a contingency arising. As far as possible, the quantum of 
remuneration should approximate to tbe quantum of work actually done and 
leaitimate expenses incurred by the consultants. It should also be c1early 
laid down that whatever work has been done by the consultants shall be 
the property of the employer and aU papers, drawings and designs etc. 
should be secured in suitable form before final payments are made. 

(iv) The consultancy agreement should also provide a safeguard to the 
employer in the contingent of any infringement of patent rights during their 
employment or in future and tbe consultants must be required to guarantet 
indemnification for an time. 

(v) The taxation aspects in respect of the remuneration, salaries etc. 
paid should be kept in mind and DOt left open. as otherwise foreip con-
sultants are likely to claim tax remissions later. 

(vi) tn the case of certain consultancy agreements, utilisation of some-
patent rights may be involved, which may require payment of royalty or 
fees for several years to come. As far as practicable, Such perpetUal pay-
ments ~hould be avoided unless justified on finatadal grounds. 

(vii) The foreign exchange aspects should also be kept in view, and as 
far IS possible, the consultuts· shtAdd· be required to work within India 
withe. help of local personnel so as to reduce payments in foreigD 
currency. 
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(viii) When payments are to be made in foreign currency it would be· 
better to deposit the rupee equivalent in a bank in India nominated by the' 
Consultants and remittance facility allowed. 

(ix) A penalty clause should be provided (in addition to the right to. 
determine the agreement) in case of delay in execution or unsatisfactory 
performance and also a right to postpone the payment of every instalment 
in such a situation should be secured. 

(x) Remuneration for consultancy service: 

(a) Fixation of remuneration as a percentage of the total cost of· 
the project or as a percentage of the cost of plants and' 
machinery, is open to objection as the incentive for economy 
in designing is lost thereby. Secondly, it would be difficult to 
know in advance what the com.ntitments on account of the' 
consultants' fees would be. Thirdly, it might result in· 
unintended benefit on account of the increase in cost of work 
due to extraneous reasons like contractors' delays and failures. 
In order to avoid these difficulties, the fee, as far possible, when 
based on a percentage, should be calculated on the basis of 
the estimated cost and expressed in the consultancy agreement 
as a definite figure. If necessary, provision may be made for' 
varying the figure by negotiation if the scope of the project 
is changed and. as a result, a substantial change occurs in the 
actual cost. 

(b) Where a fixed fee payable either in lumpsum or in instalments 
is agreed to and where the consultants require a portion of the 
fee within a few days of the agreement being signed, it would' 
be necessary to limit the payment to as small an amount as 
practicable. The payment of the remaining amounts may be· 
fixed in instalments, e.g., at the submission of the project 
reports, at the submission of the drawings and designs, during 
erection period and when the plant has gone into production' 
and given satisfactory performance. It would be necessary 
that the last instalment should be as substantial as possible, as 
in the case :of a serious defect or failure, it would be possible 
to withhold the last instalment. The quantum of the instal-
ments, as far as practicable, should be based on the amount 
of work done. 

(e) In regard to fee for patented rights and processes, it should be-
considered whether it would be advantageous to buy such rights 
outright or to make payments on yearly basis. 

(d) In all cases, the interests of the projects should be suitably-
safeguarded. 



APPENDIX VB 
(Yidt reply to recommendation at Sl. No. 21 on ~ter ID) 

No. 13(S7)/66-FI. 

GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 

[BUREAU OP PUBLIC ENTERPRISES] 

New Delhi, the 27th October. 1967 

OFFICE MEMORANDUM 

'SU8JECT:-AtteMance by Financial Advisers of the meetings of the lJoards 
01 DirectOrs of Public Enterprises. 

The undersigned is directed to say that as envisaged ill. the Bureau of 
Public Enterprises O.M. No. 3(10)-PC/64 dated the 13th June, 1968, most 
of the Public Enterprises have now ensured the attendance of their Fmancial 
Advisers at the meetings of the Boards of Directors. However, it has been 
noticed that this decision of the Government taken in pursuance of a 
recommendation of the Estimates Committee is yet to be implemented in 
some of the Enterprises. Ministry of Industrial Development and Company 
Afl'airs too may suitably advise the enterprises with which they are con-
cerned, to take necessary action to implement the decision, if they have not 
.already done so. 

Sd/- P. K. BASU, 

Director. 

To 
All Ministries/Departments of the Government of India. 



APPENDIX "HI 
(Vide para 5 of Introduction) 

Analysis 0/ actio" take" by Government on the recommendations contained 
in the Thirty-ninth Report of the Committee on Public Undertakings 
(Third Lok Sabha) 

1. Total No. of recommendations made 

II. Recommendations that have been accepted by Govern-
ment (Vide recommendations at SI. Nos. I, 3, 4, 5, 
6, 12, 13. 14, 15. 17. 18, 20, 23, 24, 25, 26 and 
28). 
Number. 
Percentage of total. 

111. Recommendations which the Committee do not desire to 
pursue in view of Government's reply (Vide rec:>m-
mendations at S1 Nos. 2, 7, 8, 9, 10, 11, 16 21 and 
27). 
Number. 
Percentage of total. 

IV. Recommendations in respect of which the replies of 
Government have not been accepted by the Committee 
(Vide Recommendation at SI. Nos. 19 and 22). 
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17 
60'71% 

9 
32'14% 

Number. 2 
Percentage of total. 7'15% 



Serial Name of Alent Agency Serial Name of Agent ApDcy 
No. No. No. No. 

27. Bahree Brothers. 188. 33· Bookwc1l.4» Sant Naran-'1\titrai Market, karl Colony, Kinga-n '-6. • • 27 way Camp, Delhi-g. 96 
2!. Jayana Book Depot. 

Chaprs::.a Kuan. MANlPUR Karo Bllb, New 
Delhi. • 66 

29· Oxford Book & Station- 34 Sbri N, Chaoba Silllb. 
ery Company, Scin- News Agent. Ramlal 
die House, Connaught Paul High School 
Place. New Annex, Imphal. 77 
Delhi-I. 68 

30. P~le·. Publishin$ AGENTS IN FORBIGN ouae, Rani JhanlJ COUNTRIES Road, New Delhi . 76 

31• The UnitedBook~ 
cy, 48, Amrit 35· The Secretary. Bstabli-
Market. Pahar Gani, sbment Department. 
New Delhi. . 88 The ~ Commil-

Ilion of ndia. India 
32. Hind Book House. 82. House. Aldwych, 

J anpath, New Delhl g, LONDON, W.C.-2. 



C> 1968 By THE LOR SABHA SECRETARIAT. 

PtIaL1SDD tIlOER RU1'.& 382 01' TBI! RULES OF PaOCEDUBB AND CONDl1CT 01' 
BVIINISS IN Lox SABKA (F1FrH EDmoN) AND PRINTED BY TUB GJ:NJ:RAL MANAGER, 
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