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INTRODUCfION 

I, the Chairman, Committee on Public Undertakings baving been autho-
nsed by the Committee to present the Report, on their behalf, pre!ient this 
Fifty-Second Report on Indian Oil Corporation Limited (Refincries Division 
Excluding Pipeline Section). 

2. This Report of the Committee is based on the comprehensive appraisal 
of the working of the Indian Oil Corporation Limited (Refineries Division 
F.xcluding Pipeline Section) as containc9 in the Report of the Comptroller 
and Auditor General of India for the year 1969-70--Union Government 
(Commercial), Part Xl and also of an ex.amination in depth of the working 
of Indian Oil Corporation Ltd. (Refineries Division Excluding Pipeline 
Section) upto the year ending 31st March, 1973. The Committee on Public 
U ndcrtakings took evidence of the representatives of the Indian Oil Cor-
poration Ltd. (Refineries Division) on the 29th and 30th August, 1973 and 
of the Ministry of Petroleum and Chemicals on the Rth October and 17th 
December, 1973. 

3. The Committee on Public Undertakings considered the Report at 
their sitting held on 17th April, 1974 and adopted the Report. 

4. The Committee wish to express their thanks to the Ministry of 
Petroleum and Chemicals, the Indian Oil Corporation Limited, the Labour 
Unions of Indian Oil Corporation (Refineries Division) for placing before 
them the material and information they wanted in connection with the 
examination of Indian Oil Corporation Limited (Refineries Division Exclud-
ing Pipeline Section). They wish to thank in particular the representatives 
of the Ministry and the Undertaking who gave evidence and placed their 
conc;idered views before the Comm.ittee. 

S. The Committee also place on record their appreciation of the assis-
tance rendered to them by the Comptroller and Auditor General of India 
in the examination of Indian 011 Corporation Limited (Refineries Division 
Excluding Pipeline Section). 

NEW DELHI; 

April 46, 1974. 
Vaisakha 6, 1896 (Sak(i). 

SUBHADRA JOSHI, 
Chairman 

Committee on Public (Tndertakinlls. 

( xi) 



• 
INTRODUCTORY 

A. HiJtoric:aI I18ckgrolllld 

The Refineries Division of the Indian Oil Corporation i.e., the erstwhile 
Indian Refiney-ies Ltd., came into being in August, 1958, with tOO per cent 

.. equity capital from Govern:nent of India and vested with the responsibility 
-of setting up two oil refineries in the Public sector, one at Noonmati near 
Gauhati in Assam and other at Barlluni in Bihar. The decision to establish 

:these refineries wa~ taken by the Government as a result of the establish-
ment of crude oil reserves near Naharkatiya (Assam) in 1954, which were 
then estimated at about 40 million tounes. The production and transporta-
tion of the crude oil was made the responsibility of a company called Oil 
India Ltd., in which Burmah Oil Company and the Government of India 
held 50:50 interest. For the purpose of transportation of crude oil to Ihe 
above two refineries, Oil India Ltd., constructed a pipeline which has a 
total length of 720 miles from Naharkatiya to Barauni. 

1.2. For distribution of petroleum products from public sector refineries 
and also from imports, the Government, had set up another company in 
th'! public sector in June, 1959, which was known as the Indian Oil Com-
cpuny Ltd. In order to provide for more effective coordination between the 
refin;ng and distribution activities in the Public Sector, the Government of 
India issued an order called the Petroleum Companies Amalgamation Order. 
1964 dated 31 st August. 1964, according to which Indian Refineries 
Limited was dissolved and merged with the Indian Oil Company Limited. 
The new compnay after merger came tn be known "'I Indian Oil Corpora-
tion Limited with effect from 1st September, i964, with two independent 
divisions called the Refineries Division and the Marketing Division. each 
u!ldcr a separate Managing Director. 

1.3. Subsequently, by another order issued by the Government another 
division in the Corporation was created on 4th March, 1965 and came to 
be known as the Pipelines Division under a Director·in-charge. This 
Division wits, however. later abolished (on 23rd February, 1968) on the 
recommendations of the Committee on Public Undertakings in Para 35 of 

·their Thirty-Sixtb Report (Third Lok Sabha) and its worle has since been 
taken over by the Managing Director of the Refineries Division and this 
·division is now known as Refineries and Pipeline Division. 

1.4. The third refinery in the public sector has been set up at Jawaha-r-
nagar in Gujarat. This refinery was initially under the charge of ONGC 



but on lst April, 1965, it' was transferred to the Refineries Division of the. 
Indian Oil Corporation. 

1.5. In September, 1967, the Government of India decided that the 
Refinieries Division of IOC should assume cbarge of consU'uction and 
operation of Haldia Refinery (West Bengal) also. 

1.6. A feasibility report on the setting up of a 6 million tonnes per 
annum refinery on the North West Region was submitted by the Indiun Oil 
Corporation to the Government in May, 1971. In June, 1972 the Govern-
ment announced its decision to establish a refinery ~t Mathura (U.P.). 
The Cabinet approval for the Mathura Refinery Project was given in 
August, 1973. 

1.7. The Indian Oil Corporation Limited are now in charge of three 
refineries at Ga'uhati, Barauni and Gujarat already in operation and fourth 
refinery at Haldia which is scheduled to be completed by the end of 1974. 
The fifth refinery would be at Mathura regarding which various preliminary 
steps have already been taken in order to commence the actual construc-
tion as early as possible. 

B. Refineries under the Cbarge of Indian Oil Corporation 

(i) Gauhati Refinery 

I.R. The construction of Gauhati Refinery. the first public sector refinery 
in India was started in October, 1959 with a processing capacity of 
7,50.000 tonnes per annum with the Rumanian techni..:al (md financial 
assistance. The refinery was commissioned on 26th Decemb~r, 1961. 
(ii) Barauni Refinery 

1.9. The Ba'l'auni Refinery has been set up with Soviet technical and 
financial assistance and went into trial operations in July, 1964. Its in itia) 
processing capacity of 2 miUion tonnes of crude oil per annum was expanded 
to 3 million tonnes in January, 1969. 
(iii) Gujarat Refinery 

1.10. The Guiarat Refinery has been set up in technical collaboration 
with the USSR. The refinery with an initial capacity of two millon tonnes 
per year was commissioned in June. 1966. the capacity was subsequently 
eJlpanded to three million tonnes in September, 1967. 
(iv) Haldia Refinery 

1.11. The construction of the refinery at Haldia with an annual 
processing capacity of 2.5 million tonnes was entrusted to the Corporation 
on 18th September, 1967. The Refinery is being established in collabora-
tion with Messrs. TECHNIP/ENSA of France (main refinery) ond Messrs. 
Industrial Export of Rumania (Lube Oil portiOD). Messrs. Engineers India 
Ltd. another Government undertaking are being associated with the foreign 
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collaborators in the development technological process, procurement of 
indigeDOus equipment and for assistance in the supervision and construction 
of the Refinery. 

t . t 2. As per the original time schedule, prepared in August, 1967. the-
main Refinery was expected to be completed by second half of 1970 and 
the Lube Oil Units by early 1971. The refinery has, however, not been 
commissioned so far. It has been stated that the fuel sector of the Refinery 
is likely to be completed by the middle and the lube sector by the end of 
the vear 1974. 

MG1hura Refinery 

1.13. A new Refinery with a capacity of 6 million tonnes per year is 
"eing set .uP at Mathura in U.P. The refinery which is estimated to cost 
Rs. 96.85 crores is expected to be completed and commissioned in mid 
] 978. The Refinery is being designed to process a wide variety of crude 
oils available in the West) Asian Region. The Refinery Project is being 
set lip with Soviet collaboration. In pursuance of the above agreement, a 
contract has been signed on 6tb December, 1973 between IOC and the 
USSR agency for rendering technical assistnnce for the construction of the 
Refinery. 

C. Examination of Refineries Division of the Indian on Corporation Ltd. 
by the Committee o.n Public Undertak~s and Elitimates Committee. 

1.14. The Committee on Public Undertakings examined the working of 
the Refineries Division of the Indian Oil Cm-poration Limited in their 
Thirty-sixth Report (Third Lok Sabha) March, 1967. The action taken 
by Government on the Committee's Thirty-Sixth Report is contaim-d in 
their Twenty-Fourth Report (Fourth Lok Sabha) January, 1969. 

1.15. The Estimates Committ!!e (Fourth Lok Sabha) examined the-
Ministry of Petroleum and Chemicals and gave their Fiftieth Report (April, 
19(8) on Petroleum and Petroleum Products. The action taken by 
Government on the 50th Report is contained in the 103rd Report of the 
Estimates Committee (Fourth Lok Sabha) February, 1970. 

1.16. The present examination by the Committee on Public Undertakings. 
covers Refineries under the charge of Indian Oil Corporation Ltd. 



'II 

.EXPANSION OF BARAUNI REFINERY AND SETTING UP OF A 
NEW REFINERY IN ASSAM 

A .. Setting up of Atmospheric Unit III at BanODi 
In the context of the emergency following the Chinese aggression of 

late ] 962, Government decided to expand the public sector refineries at 
·Oauhati, Barauni and Koyali to 'process 1.25,3 and 3 million fonnes per 
year respectively. Accordingly, a decision was taken to expand the refinecy 
processing capacity of Barauni Refinery from 2 million tonnes to 3 million 
tonnes of crude oil per annum by adding a third Atmospheric unit and th:: 
decision was conveyed by Government of India to the Corporation in 
January, 1963. 

2.2. Based on the decision of Government in principle to the expansion 
,of Barauni refinery and the approval for the signing of an agreement with 
the Russians for preparation of a project report, the Indian Refineries Ltd. 
executed a contract in December, 1963 with Tiajpromexport for preparotion 
of project report. The Detailed Project Report was received in March, 
1964. This was examined by the IRL engineers in consultation with Soviet 
specialists and the collaborators were requested to make certain :nodilica-
tions of a major nature in DPR. On 11th January, 1965 an amount of 
Rs. 2.76 crores including Rs. 80 lakhs foreign exchange was sanctioned for 
the expansion scheme. After Government's approval was given, a contract 
was signed with the Soviet Organisation on 1 t th January, t 965 and the 
construction started in September, t 966 scheduled to be completed in the' 
fir5l part of 1968. But due to the delay on the part of civil engineering 
contractors and the poor output of departmental labour, the construction 
was completed only in November, 1968 and the unit was formally commis-
~ioncd in January, 1969. 

2.3. In this connection it was stated that at the time Government took 
thl.! decision i~ 1963 to expand the Barauni Refinery, the ONGC had dis-
ec)V~'red the Rudrasagar Oil field in Upper Assam. ONGe indicated that 
the estimated production from Rudrasagar field was 0.75 million tonnes per 
year for a 15 ,to 20 years period and this figure was likely to be modified 
Us a result of other works being done in the area. ONGC also stated that 
there was very hopeful possibilUty of Lakwa turning out to be a commercial 
exploitable field and ONGC assured a production of at least 0.25 million 
tOllnes of . oil from it by 1966. The. approval of Government for the 
expilOsion scheme of Barauni Refinery was given on the basis of this assurance' 
that adequate additional crude would he available from Assam Oil fields 

4 



5 
,and would be transported in the eXisting pipeline of O.I.L. from Moran 

to Barauni by upgrading its capacity from 2 million tonnes to 3 million 
tonnes and by expanding the crude oil conditioning plant at Moran at an 
estimated cost of Rs. 6 crores. 

2.4. For the transportation of th;! additional crude produced from the 
ONGC fields to the Barauni Refinery for feeding the third million tonnes 
unit, it was necessary to secure an agreement between Oil India Ltd. and 
ONGC. As no agreement could be reached between the two parties, 
Government in March, 1968 appointed a Committee with Chief Cost 
Accounts Officer, Ministry of Finance, as Chairman to suggest a suitable 
tariff. ,This Committee submitted its report in April, 1969 but could not 
arrive at any agreement acceptable to the two parties. An interim agree-
ment was ultimately reached in March, 1971. However, it was stated that. 
the delay in arriving at the interim agreement did not come in the way of 
ONGC crude flowing through the pipeline. In fact, O~GC started pumping 
comparatively small quantities of its crude through OIL pipeline even as 
early as July, 1968. In 1969, 1.9 lakh tonnes of crude and in 1970, 1.68 
lakh tonnes of ONGC crude were transported through the pipeline. 

2.5. In the meantime, as public opinion was building up in Assa.n in 
favour of further refining of Assam crude in Assam itself, Government in 
December, 1969 announced their decision to set up a new refinery in Assam 
and to permit the Barauni Refinery to secure crude for its third unit from 
other sources including import. 

B. Utilisation of Capacity in Atmospheric Unit DI 
2.6. As soon as the question of additional refining capacity in Assam 

and the utilisation of the additional crude from the ONGC fields in Assam 
was decided, it became necessary to locate crude for operating the third 
million unit at Baraunt Refinery. Since, this could be done only by importing 
crude at Barauni, the matter of modifying the refinery to process the 
imported crude and laying of. a new product pipeline from Haldia to 
Rajbandh was taken up. The necessary feasibility reports etc. were prepared 
'and approval to the scheme was accorded in June, 1971. The modifications/ 
-additions were estimated to cost Rs. 7.7 crores and the laying of new 
pipeline Rs. 6 crores. 

2.7. As against the designed capacity of 10 lakh tonnes per annum the 
estimated quantity of Assam crude processed in Atmospheric Unit III was 
as follows:-

1968-69 (January-M.rch, 1969) 
1969-70 
1970 -71 

1971-72 

. 1972-73 CUpID N~~, 1972) 

532 L.S.-2 I .. ....--.,. ..... ..- :,. 

Tonnes 
0·34 1•kh 
0'24 .. 
Nil 
J'6 .. 

J'20 It 

.••• of 
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2.8. According to Management (July, 1971) the Unit was operated 
during 1968-69 and 1969-70 mainly to observe in detail the performance 
of various equipments and to assess the possibility of various adjustments 
to optimise the product yield. During 1971-72 and upto November, 1972 
it was utilised (57! days) for processing the available indigenous crude 
during shut down maintenance periods of AVO's I and II since December, 
1972 AU III was operated for processing the imported crude after carrying 
out minor modifications.'· It was stated that it was now possible to process 
imported crude in the refinery at 0.5 to 0.7 million tonnes per year depending 
on the quality of imported crude. A quantity of 1.30 lakhs tonnes was of 
imported crude processed in this Unit during December, 1972 to 31st 
March, 1973. 

2.9. The Committee enquired as to why the processing of imported 
crude could not be started earlier in Atmospheric Unit Ill. In a written 
reply the Ministry stated as follows:-

"Processing of imported crude could not be started earlier in Atmos-
pheric Unit III mainly because of two reasons. They are (i) 
corrosion in the plants on account of use of high sulphur crudes 
and (ii) Problem of finding a suitable crude. 

Atmospheric Unit III is not able to process high sulphur crude 
because it is made of mild steel and has been designed on 
Assam crude. If high-sulphur and corrosive Middle Eastern 
crude ore processed in the Unit, the Unit would suffer corrosion 
on account of inter action of sulphur with the metal. Some 
efforts werc made prior to 1972 in trying to locate a crude sui-
table for processing at Barauni, but this did not succeed. The 
only crudes available were etudes from the Middle-East and 
most of them were knoW'll to be corrosive. Under the circums-
tances if these cf:.ldes were used the corrosion would have been 
such that the processing could not have continued for more 
than a few months. This did not appear to be a satisfactory 
approach. 

However, processing of high-sulphur crude became possible: when a 
suitable crude was located in 1972. North Rumatla crude 
contains sulphur but is not so corrosive as most of the other 

r Persian gulf crudes are, becaU5e this crude does not contain 
Hydrogen Sulphide and mercaptans. Because of these. reasons, 
the processing unit will suffer very much less corrosion than' 
when processing other crudes. Secondly the products, such 
as kerosene and naphtha do not require removal of hydrogen 
sulphide and mercaptans. Barauni Re~nery has no treatment 
units for this purpose and therefore, crudes other than North 

I Romaila would not have been suitable. Other crudes would' 
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have posed serious problems in meeting the product specifica. 
tions. 

Also it may be recalled that there was a surplus of naphtha and 
heavy residues in 1970 and 1971 in Eastern India. Even 
naphtha produced fro:n the indigenous crude had to be trans· 
ported to Halda and from there to Madras, because of lack of 
demand in the Eastern area. Additional production of naphtha 
arising from the imported crude would have increased the 
surplus position and movement of surplus production to Haldia 
would have become impossible because when the imported 
crude is being carried through the existing Haldia·Barauni 
pipeline, this would not have been available for movement of 
products from Barauni to Haldia. Similarly, the residual 

oil would have a surplus product and could have posed pro-
blems in marketing." 

C. Economics ·of change over from Indigenous Crude to Imported Crude 

2.10. As regards the economics of change over from indigenous crude 
to imported crude the Management stated as follows:-

"The present scheme envisages processing of 2.2 million to'l1nes of 
indigenous crude upto 1980 .. :81 (upto which time we have 
assured of Assam Crude for this refinery) and processing of 
imported crude to utilize the capacity of the third unit which 
was remaining idle till November, 1972. We have started pro· 
cessing imported crude to utilize this capacity. The process-
ing of imported crude is being done in two parts-Part I to 
process 0.5 to 0.7 million tonnes of i:nported crude with the 
existing facilities with only minor modifications and part II 
to process 1.2 million tonnes per annum of imported crude so 
as to raise the capacity of the refinery to 3.4 million tonnes. 

, . Part lof the scheme has already been carried out by processing 
imported Iraqi crude from November, 1972 onwards. The 

quaBtities of imported crude that had been processed depended 
upon the crude actually received at the refinery. The econo· 

r 

mics of processing .7 million tomes throughout would Indicate 
that after the revision of the product prices to match a crude 
price of US $ 2.38 per barrel, the processing of Iraqi crude 
would be profitable to the Refineries Division gnd would be of 
the order of Rs. 18 lakhs per ~num. In the period earlier to 

June, 1973/ August, 1973 before revision of product prices. 
tbe processing of tbe imported crude was not advantageOus 
particularly in the context of extra expenditure incurred at 
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the initial stages towards lightening of the vessels/dead frieh. 
ing of the vessels used for transportation of crude oil to sui\ 
Haldia draft. The above economics does not also take into 
account the cost of transportation of crude oil from Haldia 
to Barauni. 

AI regards the processing of imported crude at the 2nd stage when 
1.2 million tonnes of imported crude will be processed, the 
economics indicate that the refineries would be losing about 
Rs. 85 lakhs per annum. This economics is based on the fol-
lowing assumptions:-
( 1) For processing 1.2 million tonnes of imported crude, we 

have to enter into fresh agreements for supply of crude 
oil. Considering the continuous spirling of crude oil 
prices, the ex-refinery prices of products also may rise cor-
respondingly. However as per the present practice, it is 
assumed that the product prices will not be neutralised 
fully to meet the increased crude price. A differential 
of 15 US cents per barrel as the element not neutralised 
as assumed. Thus in working out the economics the 
crude price has been assumed to be US $2.53 per barrel 
whil~ the product prices have been assumed as equivalent 
to a crude price of US $2.38 per barrel while in actual 
practice during 1976 the prices of both products and crude 
oil :nay be different than the ones assumed in the calcu-
lations. 

(2) The production potential of LPG at 34 MMPTA level 
will increase to 42600 tonnes. The includes 13800 
tonnes of LPG which can be produced from the Coking 
and Crude Distillation Units. Since this LPG potential 
is available even when processing 2.2 million tonnes of 
Assam crude, the adjustment has been made accordingly 
in the sale realisation by deducting the value of 13800 
tonnes of LPG and the credit for the balance quantity of 
10800 tonnes has been made in the differential realisation. 

(3) In the above calculations it has been assumed that LR-l 
tankers would be available for transportation of imported 
crude. Presently Haldia 'port does not haVe sufficient 
draft handling tankers of the size 80,000 to 90,000 DWT. 
It is, however, presumed that the draft available at 
Haldia port in 1976 would be of the order of about 35 feet 
and the large tankers, which are already on order with 
the Shipping Corporation would be dead-freighted to suit 
the draft conditions at Haldia. If this is not possible in 
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1976 due to port facilities at Fao being incomplete. 
we may have to continue the existing arrangement of 
transporting the crude in MR and GP vessels in which 
case tbe freight rate is likely to be of the order of about 
Rs. 85 per tonne as against Rs. 40 per tonne assumed in 
above calculations. This will result in a further loss of 
about Rs. 540 lakhs per annum for 1.2 million tonnes.'· 

2.11. During evidence, the Committee enquired whether the financial 
implications and econo:nics of setting up the refinery at Bongaigaon and 
keeping the Atmospheric Unit III idle or under-utilised had been studied. 
Th~ Additional Secretary of the Ministry 'stated as follows:-

"I admit that no details of the financial implications and economics 
of setting up a new refinery at Bongaigaon while keeping this 
Unit idle was really worked out." 

2.12. Asked about the estimated cost of setting up a new Coastal re-
finery of this capacity to process imported crude, in a written reply it was 
Bl'ated as follows:-

"The cost of setting up of a refinery depends on various factors like 
the establishment of secondary processing facilities, number and 
nature of units, types of products desired etc. very roughly the 
cost of setting up a new refinery with one million tonnes capa-
city to process imported crude at a coastal location may be of 
the order of Rs. 20 to 25 crores." 

D. Effect of Idle Capadty in AtmofIpberic Unit In 

2.13. As regards the effect of idleness/under-utilisation of Atmospberic 
Unit HI on the working of other units of Barauni Refinery, it was stated 
that:-· 

"at the time the expansion of Barauni Refinery was decided, no 
additions to the secondary processing units over and above the 
capacities established as part of 2 million tonnes of refinery 
were made. If AU-lIT were in regular operation during the 
years 1969-70 and onwards processing indigenous crude, if 
would have been possible to utilise the KTU-B partian, for 
obtaining SK. The utilisation factor would have been of the 
order of 24 per cent to 34 per cent during the years 1969-70 
to 1972-73. The loss in revenue due to non-operation of 

KTU-B to the above extent is about RI. 15 lakhs for the years 
from 1969-70 to 1972-73." 

It bas been stated tbat as the quantum of imported crude increases, tho 
Kerosene Treating Unit I, which is presently in operation, will also pro-
gressively become under-utilised. 
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2.14. In this connection, the Secretary of the Ministry stated during 

c,":dence as follows:-

''The plan of the third Unit proceeded, the assumption that it would 
utilise Assam crude and on the basis that in an emergency, 
some other suitable crude would become available. I must 
confess that at that time, no detailed analysis of crude likely 
to be available was made; perhaps if we go into the matter now, 
we could find that the refinery should perhaps have been plan-
ned on a more diverse quality of crude and wider range of 
crudes than was done. In the Mathura Refinery and in the 
decision to expand the Koyali refinery during the Fifth Five 
Year Plan we are providing for a refinery capacity of a nature 
that will take a broad range of crude. It is possible to do so; 
but I am afraid, it was not done in Barauni. That is the 
basis for all that transpired subsequently in Barauni." 

2.15. The Committee enquired whether or not the subsequent develop-
ments indicated tha~ there was a serious lacuna in the decision taken by 
Government. The Secretary of the Ministry stated as follows:-

"In addition to all that I have submitted there were delays in the 
utilisation of the products of the Barauni Refinery. The LSHS 
was proving a very difllcult product to handle. NaphthOl, of 
course, was in excess at that time. LSHS was proving a major 
bottleneck and the Refinery had to run at lower capacity, be-
cause the Barauni Thermal Station was not ready to receive 
the LSHS. This is one lacuna that occurred. This contilllued 
until 1970, but the only additional point that T would like to 
submit is that the lacuna in the decision taken by Government 
if I may submit with respect to Government and this Commit-
tee, was that the decision was altered after it had been taken 
and the circumstances developed in such a way that Govern-
ment was required to alter the decision that Assam crude 
would be refined in Assam to the extent of one additional 
million tonne." 

2.16. Asked about the Ims incurred because of non-utilisation of At-
mospheric Unit-III. it was stated by the representative of the Ministry 
during evidence that:-

"This is only a theoretical exercise-the 10$s suffered by the Barauni 
Refinery as a result of under-utilisation would be appror.i-

mat ely Rs. 17 lakhs on aCCollnt of intere~t and depreciation 
charges. National loss in terms of foreign exchange woul, t be 
of the order of R.s. 6 crores per year." 
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Asked about the cost of personnel, it was stated that "this figure can 
;also be added." 

2.17. The Committee note that the Atmospberic Unit-Of at Barauni 
'Was approved by Government on the baSis of an assurance given by ONGe 
,that additional crude would be avanable from Rudrasagar and Lakwa on-
.fields and the presumption that It would be transported through the Oil 
jndia Ltd. pipeline from Barauni to Moran by upgrading its capacity and 
by expanding the crude on conditioning plant at Moran. Although the 
Unit was commissioned in January, 1969, it had to remain idle/under-
utilised for want of indigenous crude as no reasonable agreement could 
be reached between the ONGC and the Oil India Ltd. regarding the tariff 
of transportatio.n of ONGC crude through the crude oil pipeUne of OUlndia 
Ltd. Ol?ly an interim agreement between ONGC and Oil India Ltd. could 
be reached in March, 1971 after protracted negotiations lasting for more 
than 4 years. When the negotiations were still going on, the Government 
decided in December, 1969 to set up a new refinery in Assam to process 
the Assam crude and to permit the Barauni Refinery to secure crude for 
its third unit from other sources including import. As a result, tlte utilisa-
tion of the available capacity was held up and modifications will h9VC to 
be made in the refinery for processing imported crude at an estimated 
cost of Rs. 7.7 crores and a new pipeline would be required to he laid 
from Ualdia to Rajbandh at a cost of Rs. (i crores. Meanwhile, proccs~­
jng of. the imported crude in the unit had been started, 'from December, 
1972 and it could. process S: to 7 lakh tonnes per annum after minor modi-
fications. From December, 1972 to 31st March, 1973, 1.3 lakh tonnes of 
imported crude had been processed in this unit. 

2.1S. The Committee rearet to note that because of the delay in arriv-
'Ing at a decision about the tariff for transportation of crude through the 
Oil India Pipeline, the Atmospheric lJnit-III which was commissioned as 
early as January, 1969 had to be kept idle or under-utilised, resulting in 
a notional loss of the order of as. 6 crores per annum in terms of forei", 
exchan~e and Rs. 17 lakhs per annum on account of interest and depreci-
ation charges alone. The loss would be more if the cost on account of 
personnel is also added. The under-utilisation of the Unk had also affected 
the wotking of the Kerosene Treating Unit and .lthe consequential rel'enDe' 
"oss is stated to·be of the order of Rs. IS Iakhs during the period 1969·70 
to 1972-73. The Committee were informed that as the quantum of im-
ported Crude increases, the Kerosene Treating Unit-I which Is at present 
In operation would become progre!siYely under atDised. 

2.19. The Comadttee were informed that as 8 result of the change over 
from indi~~!nousto imported crude. there would be a recurri'" loss of 
Rs. 8S lalhs per annum on the assamptian that the Corporation would 
be able to get ·LR-I tartkers for traasporf3tion 01 hDported crude and ill 
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case the existing arrangements for transporting imported crude continue, 
the Corporation would be losing another Rs. 540 lakbs per annum. The 
whol~ economics of utilisation of Imported crude is stated to. have beeD 
worked out taking the price of imported crude at US 2.38 dollars per 
barrel. The Committee need hardly point out that these economics are 
bound to be adversely affected ))t:cause of the latest price spiral of the im-
ported crude. 

2.20. The Committee also regret to note that decision once taken about 
the expansion of the Bmauni Refinery based on utilisation of indigenous 
crude from Assam "'as altered in favour of setting up 011 a new refinery 
in Assam and the decision taken to process crude from other sources 
including imported crude in the Barauni Refinery. The Committee fail to 
understand as to why the financial implications and economics of setting 
up a new refinery in Assam keeping the third instaUed unit of Barauni idle! 
under-udHsed had not been worked out before the decision to set up a new 
refinery in Assam was taken. 

2.21. It was admitted during evidence that the Barauni Unit could have 
been planned on a more diverse quality and wide range of crude than was 
done. The Committee feel that had this been done. the Corporation would 
not have been faced with such a situation as indicated above. 

2.22. The Committee take a serious view of the huge loss suffered by 
the Government/Corporation as a result of taking up the expansion of the 
Barauoi Refinery first on the basis of indigenous crude and later s"'itching 
over to Imported crude. 

2.23. The Committee recemmend that the entire matter should' be 
thoroughly invesdgated by a high level Committee 80 that the shortcomings/ 
lapses at different stages are pin-po.inted to obviate such costly lapses in 
future. 

E. Setting up of a new Refinery in Assam 

2.24. As public opinion was building up in Assam in favour of further 
refining of Assam crude in Assam itself, and public agitation became jn-
teose in 1968 aod early 1969, Government in April, 1969 appointed a 
Committee to make a techno-economic study on the feasibility of addi-
tional refining capacity in Assam to process Assam crude. The Committee 
submitted their report in September, 1969. 

2.25. That Committee were of the view that the crude 'available in 
Assam should be supplied on priority to the three re.fineri~s at Dig~, 
Gauhati and Barauni to enable them to operate at their deSigned capacI-
ties and at higher capacities which could be achieved with marginal addi-
tional investment. They also observed that these refineries were designed 
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specifically to process the low sulphur crude oils from the Naharkatiya-
Moran fields. It was not possible to process imported high sulphur crude' 
oils in these refineries without extensive modifications which may involve. 
in addition 10 the provision of new lining· in the fractionating towers and 
transfer lines, the installation of secondary processing units like Reformer, 
Desulphurisation Unit and Visbreaker, at considerable cost. Since the rate 
of crude oil production from the Assam oil fields in the foreseeable future 
was expected to be considerably less than the optimum capacities of the 
refineries at Digboi, Gauhati and Barauni, it was not consider.ed necessary 
to create additional refining capacity of the conventional type for process-
ing crude oil estimated to be available from Assam. The Committee, 
however, observed that refining of crude oil for the production of con-
ventionel petroleum products was not the only optimum way of utilising 
the crude oil and processing of crude oil as chemical feed-stock for the 
production of aromatics. ammonia and ethylene based petro-chemicals 
would also present attractive economic possibilities. 

2.26. The Ministry have s-tated that in December, 1969 on overall n'a-
tional considerations, Government took a decision to increase the refining 
capacity in Assam by 1 million lonnes either by building a new refinery 
or by expanding the existing refinery, and to permit the Barauni Refinery 
to secure crude for its third unit from other sources including import. 

2.27. After the decision was announced, a working Group was consti-
tuted to complete the techno-economic feasibility studies of both the alteT-
natives. The Group submitted its report in June,. 1970 and recommended 
expansion of Gauhati Refinery. Assam Government suggested addition 
of a whole range of down stream petro-chemical units involving a very 
large investment. They proposed a separate grass-root refinery with 8-

complete petro-chemical complex. In October. 1970 it was, therefore, 
decided to set up a one-million tonne refinery at Bongaigaon with a petro-
chemical complex. Assam Government agreed to this proposal in Decem-
ber, 1970 and also suggested transportation of crude by Inland Water 
Transport Corporation. The feasibility report of Bongaigaon Refinery was 

. submitted to Government in June, 1971. After detailed examination of 
the feasibility report, the final investment decision for the setting up of a 
refinery at Bongaigaon at an estimated cost of Rs. 14,90 crores and a 
petro-chemical complex at an estimated cost of Rs. 66.20 crores was taken 
in March, 1972. 

2.28. For carrying crude from Upper Assam to Bongaigaon refinery I 
the Assam Government proposed transportation by barges. This was con-
sidered in detail in consultation with Ministry of Traosport and Shipping. 
Central Inland Wat~ Transport Corporation and the Planning Commission 
and finally it was decided in July, 1972 that the crude to Bongaigaon 
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: should be carried through Oil India LUi. pipeline which should be suitably 
expanded for this purpose and a crude conditioning plant established at 
,Moran. 

2.29. The work on the project was stated to be at the preliminary stage 
and the refinery was expected to be completed by 1976. 

2.30.' In a note submitted to the Committee Government have stated 
that "the utilisation of the idle capacity in the Barautll Refinery and the 
realisatioll of additional refinery capacity in Assam are linked together 
and delays are on account of delays in coming to a final decision on the 
implementation of the Government's decision regarding the additional capa-
city in Assam. Only when a decision on the Bongaigaon Refinery could 
be finally taken that the decision to import the crude to Barauni could be 
taken alongwith other consequential decisions such as utilisation of the 
Haldia-Barauni pipeline for crude transport and the laying of a product 
pipeline from Haldia to Rajbandh". 

F. Economics of setting up of tbe new Refinery at Bongaigaon 

2.31. About the economics of setting up the refinery at Bongaigaon, 
: the Secretary of the Ministry stated during evidence as follows:-

D 
"The refinery itself will lose money varying from Rs. 77.05 lakhs 

in the first year to Rs. ] 7.25 lakhs in the tenth year of opera-
tion. The net 'loss during the ten year period would be of 
the order of Rs. 5.5 crores. The financial results will depend 
on the product price and crude oil prices and also on the price 
of low sulphur heavy stock to be supDlicd to the Sindri Fertili-
zer Plant which is being modernised to use this stock. The 
refinery profitability will be poor on account of larger produc-
tion of low value products like naphtha, LSHS, etc. If it were 
to produce a larger volume of motor spirit the economicS! 
would improve and it would only show a marginal loss from 

the third year. But advisedly that product pattern is not being 
adopted. The petro-chemical complex will yield a letum of 
38.3 per cent on capital employed of Rs. 66.2 crores and the 
integrated operation is expected to bring a return of 20 per 
cent on capital employed." 

l.3l. The Committee find tbat though the Expert Commitiet! ~~ti­
.' tuted by Government to study and report on the tecbno-economic feaslbi-
'lity of locadng the additional reftnlnJl capacity in Assam bad recommend. 
~d in September, 1969 that It was not necessary to create additional re-
lining capadty of the conventional type for processing the crude 011 esd· 
mated to be available from Assam and that tbe processing of imported 
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crude at Barauni would Involve considerable cost, Government, in Decem-
ber, 1969 announced their decision to increase the refining capacity in 
Assam by one million tonoes either by building a new refinery or by ex-
panding the existing refinery at Gauhati and to pennit the Barauni Refinery 
to secure crude for its third unit from other sources including import. 
In October, 1970, Government decided to set up a one milUon tonnes re-
finery at Bongaigaon with a petro-chemical complex and "Ie investment 
decision thereon was taken in March, 1972. The Committee are cons-
trained to observe that the delay in coming to a final decision on the im~ 
plementation of the Government's d~ci!;;ioll regarding the setting lip of the 
1KIditionai capicity in Assam had resulted not only in non-utUisation of the 
capacity available in th~ Barauni Refinery and the processing of the avaH-
ahle indigenous crude in Assam hut also delayed the creation of additional 
refinin~ capacity in the Public Sector. The Committee recommend that 
these aspects of delays should allio be examined by the high level Com-
mittee sll~ested earlier for Atmospheric Unit III of the Barauni Reftnery 
-&0 a~ to elfmimde them in future. 



m. 
HALDIA REFINERY 

A Selection of site for the Refinery 

The site selection Committee appointed by Government of India in 
1anuary, 1964 recommended the location of the refinery at Haldia, one 
of the considerations being the easier availability of land at low cost and 
of fresh water from the tube wells. 

Acquisition of land 

3.2. The land for Haldia refinery had to be acquired on lease basis. 
as the owner (Calcutta Port Commissioner) did not agree to sell the land. 
The 'terms of the lease are:-

(a) Rent will be paid at the rate of:-

1. Rs. 60 per acre per month for. the land (about 400 acres) for 
main refinery; all further work like filling, levelling the site. 
etc. will be done by the Company; and 

2. Rs. 150 per acre per month for the land (about 100 acres) 
for township, nlling/levelling of site. and provision of basic 

development facilities will be done by the Calcutta port 
Commissioner. 

(") There will be no increase in rent for a period of 20 years, 
calculated from the date the Refinery goes into production. 
Thereafter the rent may be revised after each succeeding period 
of completed 10 years subject to the condition that the in-
crease will not exceed 1 0 per cent. of the rent charged for 
the preceding period. 

3.3. On the above basis, the yearly rent for the land (about 500 crores) 
works out to Rs. 3,60,000 as detailed below:-

I. Refinery-4OO acres @ Rs. 720 per acre per year 2,88,000 

2. -Township-Ioo acres @ Rs. 720 per acre per year 72,000 

-Calcutta Port Comminioners hive qreed to charae a rent orRs. 60 per~~ per montb 
upto July, 1973 by which time they expected to complete al\ development faciliuea. 

16 
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3.4. 335.124 acres of land was handed over by the Calcutta Port 
Commissioner on 5th February, 1969 to the Undertaking. The ramain-
ing land could not be handed over as the old tenants had brought an 
injunction from the court. The Committee have now been informed that 
the injunction has been vacated and an area of about 2,812,565 sq. 
metres of land in addition to 335.124 acres already handed over in 1969 
has been handed over to the Indian Oil Corporation. An additional area 
of 15,000 sq. metres of land was also handed over at the same time. 
The agreement stipulating the terms and conditions of lease for the 
land has not yet been finalised. 

3.5. The Management stated that draft lease agreement received from 
the Cal~utta Port Commissioner had been returned to them (CPC) witll 
observations in 1972, for amendment/clarification and the reply was still 
awaited. 

3.6. During evidence the representative of the Ministry stated 
"unfortunately the lease agreement between the Calcutta Port Commis-
sioner and IOC has not yet been finalised and this has been under discus-
sion. There are some points of disagreement. There are some difficult 
,conditions to abide by, but these would be sorted." 

3.7. The Committee pointed out that the land for Gauhati, Barauni, 
-Gujarat and Madras Refineries had been acquired on ownership basis 
but the land for Haldia had been acquired on lease basis. They enquired 
about the reasons for the same. The position was explained aIJ 
follows:-

"Whereas in the case of other refineries, we have acquired land, 
in this case we have been paymg lease amount of Rs. 3,(,0,000 
lakhs every year. When we decided on setting up this 

rcfiaery. the Calcutta, Port Commissioner had already acquired 
and taken necessary steps to acquire the land in that area, 
and as such we bad no other alternative,but to take the 
lease out of the land acquired by Calcutta Port Commissioner. 
Calcutta Port Commissioners Act precludes any sale of land, 
it only provides for lease of land." 

.. 
'Tube Wells , 

3.'8. The Site Selection Committee had assumed thet such tubewell 
would yield one million gallons of fresh water, per day. The Geological 
Survey of India, however, indicated (August, 1969) that balf, of the area 
in which the refinery was to be located would hardly have 'any suitable 
acquifier for yielding weter ,while the remaining half migh~, ~ie}d O.S 
million gallons per., day per tu~e well sunk ,1n ,that area. The r~qutrement 
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of water to the tune of 6 miUion gallons per day will be met througS 1 r 
tubewells estimated to cost Rs. 20.15 lakhs. 

3.9. The Committee enquired about the basis on which the assumptioll 
was made by the Site Selection Committee. In a written reply the Minis-
try have stated tbat "the assumption about the yield of tube wells was 
based on the assessment made by the Ground Water Division of the 
Geological Survey of India." 

3.10. So far 10 numbers of tube wells, each yielding water at the 
rate of 0.36 mgd. to 0.96 mgd. working 24 hours a day have be~!l slink 
at a total cost of Rs. ] 6.38 lakbs as on 28th Fcbruay, 1974. 

3.11. Tbe Committee find that one of the considerations for locating the 
Refinery at 8aldia was tbe easier availability of land at low cost. The 
Committee were, bow ever, informed tbat even when tbe decision to set' 
up the Refinery was taken, land had already been acquired by the Calcutta 
Port Commissioner and the Corporation was faced with a fait-accompli 
to take over this land on a lease rent of Rs. 3.60 lakhs per year. lite 
undertaking would thus be saddled by a recurring liatiility. 

3.12. The . Committee regret to note that althoug~ 335 acres of land 
was taken as early as 1969, no agreement stipulating terms and condi-
tions of lease has so for been finalised. Tbe Committee recommend that 
the Govemment/Corporation should take up the matter at tbe appropritc 
level with a view to finalise the agreement witbout further delay. 

3.13. The Committee understand that one odler consideration for 
locating the refinery at U8Idia was the easier availability of fresh water 
from the tubewells. The Committee find that tbis benefit has also not 
been actually realised. The Site Selection Committee had assumed .bat 
eacb tube well would yield one mUIion pUon of fftsh water per day. and' 
this assumption was stated to be balled on the auessment made by the 
Ground Water Division of the Geological Survey of India. The Committee 
are surprised to note that GeoJoKicaI Survey of India had, however, indi-
cated in 1969 that balf of the lI'ea In wbich tbe RelinelJ was to be located' 
would hardly have any suitable acquifer for yielding water while the, 
remainiag ball migbt yield O.S mWlon laDon per day per tube well sunk 
In that area. 

3.14. The Committee recommend that ,*,", matter regarding conOidinll 
asICssments made by the Geological S .. ey of India may be Investigated1 

In order to fix responsibIlity and avoid recurrence of such wrong ftS!'itlmp-

dons In the tramiDI 01 project tWa •• 
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. B. Project Estimates 

3.15. When the Haldia refinery was entrusted to the Company on. 
18th September, 1967 the detailed project cost was not available. Gov-
ernment informed the Company in January, 1968 that the Refinery would 
be more or less similar to the Madras Refinery which was under construc-
tion at that time and it was assumed that the cost of the Haldia Refinery 
could vary to the extent of 5 per cent. f.r:om the cost of the Madras 
Refinery. Accordingly, on the basis of the estimated cost of the Madras 
Refinery at Rs. 43.72 crores the cost of the Haldia Refinery was estimated 
(in January, 1968) at Rs. 46 crores. On 1st March, 1969 the Government 
authorised the Company to sanction individual works, irrespective of 
their value within the overall limit of Rs. 46 crores aod to send the 
detailed project estimates after the bids of the French and Rumanian 
collaborators had been finalised. 

3.16. On 7th January, 1970 the project cost was estimated by the 
Company at Rs. 71.44 crores and was revised to Rs. 67.51 crores on 
14th September, 1970. The Government approved the Project cost 
estimate of Rs. 67.50 crores on 3rd July, 1972. The actual expenditure 
incurred as on 31st March, 1973 was Rs. 51.47 crores including foreign 
credits of Rs. 9.1 0 crores. 

3.17. The Committee enquired about the basis on which it was 
assumed by Government tbat the cost of Ha.ldia Refinery would be almost 
equal to that of Madras Refinery when the technical collaboration as well 
as the location for the two refineries were different. In a written reply, 
tbe Ministry stated as foIlows:-

"The processing capacity of the Haldia Refinery is the same as 
that of Madras Refinery viz. 2.5 million tonnesper year. 
Haldia Refinery was to produce like Madras Refinery, in 
addition to the normal fuel products 200,000 tonnes of lube' 
oil and 80,000 to 100,000 tonnes of bitumen. The product 
pattern of these two refineries were similar and tbereby similar 
processing facilities were envisaged except for marginal diff-

erences. The various other units in the two refineries were 
to be of similar sizes except for marginal differences. The off-
site facUities required at these two locations were also envisaged' 
to be of similar nature." .. 

3.18. About the wide difference between tbe estimate of the Haldia 
Refinery and tbat of tbe Madras Refinery it was stated that tbe work on 
Madras Refinery was started in 1966-67 and completed in 1969, whereas-
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work in Haldia refinery was started in 1969-70 and the work was still 
in progress. The total cost of Madras Refinery was Rs. 44.38 crores. The 
increase in the case of Haldia Refinery was stated to be due to the 
.following factors:-

Rs. in crores 

(i) Price Escalation 6· 36 

(ii) (a) Increase in payment of Engineering fees and 
royalities o' 66 

(b) Increases in payment of pro urement and con-
struction supervision Services 2' 86 

(iii) Financing charges I' 10 

(iv) Increase in cost of equipment (because of increased 
hardware elc.) . 5' 64 

(v) Extra cost due to peculiar location of Haldia, extra 
civil works, soil conditions etc. 3' 09 

{\ i) Provj'sion of marketing facilities and port facilities 2' 69 

(vii) Township . 

TOTAl. : 23 12 

3.19. The detailed reasons for increase in the capital outlay were 
,stated to be as follows:-

(a) Increase on account of price escalation and paymellt of 
higher engineering fees, procurement and construction 
supervision services. 

Haldia Refinery was expected to be commissioned after nearly 5 years 
of the commissioning of the Madras Refinery. The increase on account 
of escalation in prices both in the case of indigenous as well as the 
imported items worked out to be of the order of 5 per cent per annum 

. which was not unusual. 

(b) Increase in cost of equipment viz. Rs. 5.64 crores: 

(i) In the case of the Haldia Refinery, there was maximum 
emphasis on indigenisation and opportunity was taken to 
involve Indian Engineers to the extent possible in the 
design work; 

(ii) Haldia Refinery had a PDA (Propane De-Asphalting) 
Unit and units of caustic and water-wash for naphatha, 
which did not exist at Madras (estimated to cost Rs. 80 
laths) . 

• Includinl items attributable to ~ MarketiJ)a Division. 
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(iii) Haldia RotlDery was beiDg desiped with aD iDbullt 
capacity of 3.5 million tonnes per aDDum which could 
be reached with the installation of some balanciag 
equipment; the additional cost was estimated at as. 1.60 
crores. 

(iv) The capacity of the power plant of Haldia was higher as 
! compared to that of MRL because of the higher steam 

and power consumption resulting from the difference in 
the processing scheme, tbe additional cost being of tho 
order of RI. 50 lakhs; 

(v) In the case of Haldia Refinery, provision was made for 
storage tanks for loading of products into rail wagons. 
In the case of MRL, this facility was provided by the 
Marketing Division; additional cost is around Rs. 1.73 
crores. 

(c) Extra cost due 10 pecular location of Haldia extra civil work, 
peculiar soil conditions etc. Rs. 309 crores. 

Haldia Refinery was located in a comparatively under developed area 
and the seismic soil conditions entail extra expenditure. 

(d) Provision 0/ marketing facilities and port facilities Rs. 26.9. 
crores. 

Unlike the Madras Refinery which had the benefit of utilising the 
facilities available at Madras for the Marketing Division and at the port, 
it was necessary to provide at Haldia some of the facilities afresh. 

(e) Township-Rs. 1.5 t. crores. 

Tbe total provision on account of township in the case of Haldia 
Refinery staff worked out to Rs. 2 crores as against the corresponding 
figures of Rs. 50 lakhs approximately in the case of MRL as almost all 
the employees of the latter lived on their own in Madras. 

3.20. The Committee pointed out that tbe revised estimates of Sep-
tember, 1970 were based on the construction schedule then available viz. 
completion of the main refinery by September, 1972 and lube oil units 
by October, 1972. They enquired whether the estimates were likely to 
be further revised on account of the delay in commissioning of the 
refinery. The Ministry replied in the affirmative, and added that the 
extent of the revision could be worked out only after the completion of 
the Project. 
532 L.S.-3. 

F.\ . , 
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.. 3.2t. The Committte enquired as to why .oO"Ptoject· R'40rt was pre-
pared for .HaJdia Refinery. If! a written Teply the Ministry stated as 
foJu,ws:- " " 

,\ , 
"Based on the projected demand for petroleum. products, deci-

sion was taken in principle in 1964 to set up two Tefi-
J,' nerie~ with a capacity. 9f 2:.5 milliqa tOlileseach-one 

at Madras and· Jhe- other at Hilidia; Establishment of 
Madras Refin!1~Y w~"akeD"up first and dis<:ussions were 
held with foreigJ) parties. for ~he ·.~ttiJlg up of a refinery 
in the Haldia regiDn. ,When1 negotiations with the 
foreign parties reached a concrete shape, a decision 
was taken in Aupst, 19(t7 regarding the setting up of 

• I. refinery at ,Ha]dYt~ilWith ~oJlaboration fr0D1 French and 
Rumanian parties. Th' /dct-ailed cost estimates for the 
project was to be prepared only after receipt of further 
cost details from French. Rumoinian and Indian 
agencies who were to carry out design and engineering 
jobs which were being further examined and finalised. 
In refinery Projects it would be possible to prepare 
detailed cost estimates only after the design and engi-
rieering were completed. " IOC prepared the detailed cost 
estimates in December, 1969, and these' estimates were 
examined by Government and Government approval to 
the revised cost estimates amounting to Rs. 67.50 crores 
was given in July, 1972." 

'" 
3.22. During evidence, the Corrimittee enquired as to how the finan-

cial viability of the project was determined 'and on what basis the financial 
commitments were made without the project report. The representative 
of the Ministry stated at; folIows:- . 

"I agree that a project of this magnitude should have been 
sanctioned after some kind of study of feasibility, though 
'a preliminary' feasibility report was available to the 
Government, but Government was anXious to set up the 
Refineries. The only reason ·:an be that Government 
was anxious to expand refining capacity as early as pos-
sible, since. tltere was a project, of which the profitability, 
had been gone into in 8J'eat details. It was taken as the 

,guide for this project and in principle, ~he project upto 
the extent of Rs. 46 crores was sanctioned; but detailed 
estimates and detailed project repOrts were worked out 

1ater on by the IOC. and they were sanctioned subs::-
quently by the Government." 
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3.23. As regards the delay 01. two yeantdn sanctioning the revised' 
estimates, the representative of the Ministry stated that there- were dis-
cussions between the Ministry of Finance, Bureau of Public Enterprises 
and the matter was referred back and forth to the JOe. After consider~­
tion bv its Board and also by two Technical Committees the revisei 
estimate was sanctioned. The S:!cretnry of the Ministry stated "it did 
take longer time. in my opinion. than it should hnve. hef~:re the proje:::t 
could b:! sanctioned." 

3.24. The Committee tab a serlOIl~ view uf the fact that Government 
proeeeded with the' settinR up of the Raldia Refinery without preparation 
of a Project Report and witbout a precise idca as to what the project, 
would ultimately cost. The Committee fail to understand as to how 
Government could assumc that the cost of Raldia Refinery would only 
vary to ,the extent of 5 per cent from the cost of Madms Refinery when 
the hvo projects were based . on different collaboratlon and situated in 
different -locations. The Committee find that Government aut~rised the' 
Company (in 1969) to sanction individual worke; withi~ an overall limit 
of Rs. 46 crores. It wl'~ only in Januli'~. 1970 the Corporation prepared' 
det~ile:f e"itim~tes of cost fo~ Rs. 71.44 crores. These es'lmates W(,Fe 

however, revised to R ... 67.51 crores. and sent to Government in Septem-
ber, 1970. The Committee find that Government approved the Project 
Cost estimates of Rs. 67.50 crores only in Juil-_ 1972 i.e. after a laps~ of 
about two ~'ea,s. The Committee strongly deplore tbe delay in pro:essinjE 
the revised estimates and aecordinl? ~8nctjon. 

3.25. The Commitfee aJ"ifl vie,,"' with concern . that the Corrorlltion 
wa" allowed to proceed with the work and incu~ expenditure thereon with· 
on' th'! financial commitments havino. been properly sanctioned and 
Improved _ Th-e Committee f9i1 to understand alii to bow in the absence of 
R detailed estimate of cost. effective' control and check of ('xllendlture on 
the rrojecC eould be exercised. The Committee were inf"-med that even 
now the revised estimates as auproved by Government are not fimd lind 
the project cost would ~o up due to dela~ in the commissioning of the 
Refinery, and the exteRt of revision would be worked out only after the 
completion of the project. The Committee need hardly stres8 that revised 
estimates of the project should not be treated as a mere completion report 
but should serve a!li an instrument of financial control. 1be Committee, 
therefore, recommend that the Corporation/Government should finalise the 
revised estimate of the proJt'cf without any further delay. 

3.26. The Committee stress that the implications of the Increased 
capital investment on the economics of the Project should be critically czone 
into and brou~ht to the notic .. of Parliament '!Ii recommen"~d by 'be Com-
mittee in paragraph 2.20 of their Thirty-Ninth Report (Fifth Lok Sabha). 



C. DeIly .. COIIStractioa 

3.27. The construction of the refinery at Haldia with an annual proces-
sing capacity of 2.S million tonnes was entrusted to the Indian Oil Cor· 
poration on 18th September, 1967. As per the original time schedule 
'prepared in August, 1967 the main refinery was expected to be completed 
by second half of 1970 and the Lube Oil Units by early 1971. According 
to the revised construction schedule prepared on 4th June, 1969, the mecha. 
uical completion and pre.commissioning tests of the main refinery were 
.envisaged to be over by 30th June, 1972 while the Lube Oil Units were 
likely to be commissioned in October, 1972. On 4th February, 1970 the 
<late of completion of the main refinery was further revised to September, 
1972. 

3.28. In a written reply the Management informed the Committee 
(August, 1973) that, "the fuel sector of Haldia Refinery was expected to 
be completed by 1 st quarter of 1973 according to schedule prepared in 
March, 1971. It is now expected that the fuel sector of the refinery will 
be commissioned during the first quarter of 1974 and the lube sector by 
the end of 1974." 

3.29. During evidence, the Additional Secretary of the Ministry. how-
ever. informed the Committee as follows:-

"All projection of its completion have gone wrong. I am sorry 
to say this. The present indications are that the refinery 
'part of it i.e. fuel part of it will be completely by the mid-
dle of 1974 and the lube part of it by the end of 1974," 

3.30. The main factors which contributed to the delay in the construc-
tion of Haldia Refinery were stated to be as fol1ows:-

Main Refinery 

(a) Delay in the technical studies by the collaborators. 

(b) Delay in deciding the lists of equipment to be imported and to 
be procured indigenously. 

(c) Delay in the settlement of price for the e~uipmen~ t~ be suppl~ed 
by the French suppliers and also delay ID negotlatlDg the pflce 
with Indian vendors for indigenous equipment. 

(d) Delay in the preparation of tender documents and tender action. 

(e) Labour difficulties in West Bengal. 

Lube Oil Units 

(a) Delay in the work studies by the collaborator.;. 
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(b) Delay in deciding the division list of equipment to be imported 

and to be procured within the country. 
(c) Time consumed in tying up the foreign supplies with the time 

of credit. . 
3.31. The other factors which contributed to the delay were stated to 

be as follows:-
(a) The project envisaged fuJJftedged active partnership of an Indian 

party in the design and construction of the project with a view 
to develop indigenous know-how. 

(b) Care taken in scrutinising the major and minor items of equip-
ment and materials to ensure maximum procurement and/or 
their fabrication in India instead of importing, with a view to 
develop indigenous industries. 

(c) Location of the refinery in an undeveloped area with a view to 
industrialise it. 

3.32. During evidence the Managing Director, IOC (Refineries Divi-
sion) informed the Committee that the major reasons for delay in the 
construction of H aldia Refinery were as follows:-

"1. There are various agencies involved in designing engineering 
and procurement in the construction of this refinery at 3 different 
places-France, Rumania and India and this took a very long 
time. 

2. ]n this refinery we wanted to maximise indigenous equipment and' 
machinery as also to utilise the maximum know-how. In order 
to do that i.e. to get the maximum from the country, we found' 
that our indigenous manufacturers could not produce machinery 
in time and there has been quite a lot of delay to get the equip-
ment from indigenous ~uppliers. 

3. The foreign exchange has been financed from various credits of 
countries like France. Italy and U.K. To get the material 
through these we had to go through various formalities and 
until all the formalities were completed. they did not want te-
take the job of design et~. 

4. We are facing lot of difficulty due to labour problem." 
3.33. The Committee pointed out that there was lot of delay in design-

ing. They enquired whether this was due to dependence on foreigners. 
The Managing Director stated that <·there are two parties involved-
one is France and other is Rumaniaa. Certain Units were designed at 
France and certein in Rumania and certain in India. The coordination 
job actually is the responsibility of IOC. Because of three places, design 
and engineering was done at three p:aces.· There was a considerable 
delay in getting all the data for engineermg." 
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3.34. The Committee enquired whether there was any particular 
.advantage in having contracts. with different countries. The Chairman, 
lOC stated as foIIows:-

"This was to procure the equipment th:-ough the agencies of Gov. 
ernment aided loans which were available, otherwise it would 
have been necessary for us to go in for free foreign exchange 
which has always been a problem. So, in assessing the total 
requirements and finding out what would be the most feasible 
and convenient way of doing it, it was found at that time that 
equipment from France was available which COJld be obtained 
from French loans. Similarly. equipment from Rumania was 
available which could be obtained from rupee loan and we 
paid them back in rupee." 

3.35. About the labour problem it was stated that efforts had been 
made continuously at all levels to tackle the problem but the improvements 
in the situation were only temporary. IOC and the Ministry had been 
in continuous touch with the Government of West Bengal regarding im-
provement in the labour and law and order situation at Haldia. 

3.36. As regards delay in the receipt of indigenous equipment and 
materials it was stated that the reasons generally given by the vendors for 
non-adherence to the delivery schedule had been scarcity of raw materials. 

labour problems, power cuts, etc. The Project authorities as well as 
Engineers India Limited had been regularly chasing the vendors by perso-
nal visits to their factories for stepping up the supplies. 

3.37. The Committee enquired as to how far the delay was avoidable 
and whether any analysis of the actual delay in the construction of the 
Refinery had been made to find out the extent to which it was attributable 
to each of these factors. In a written reply the Ministry stated that, "'it 
is difficult to evaluate the delays itemwise and identify which are the delays 
which were within the control of the Management and which were outside 
because the project construction schedule depend on many factors which 
are inter linked." 

3.38. The Ccmmittee find tbat as per tbe original time . scbedule 
propo~ed in August, 1967 tbe main Refinery was expected to be completed 
by the second half of 1970 and the Lube Oil Units by early 1971. The 
constmctioA s('bedules have been revised several times. It l~ nO",. ell-
pected that the fuel part of the Refinery would be completed by thl' 
middle ot 1974 and the lube part of it by the end of 1974. The COUl-

adttee regret to Dote th~t the. construction of the "aldia Refinery has 
been delAyed by about 4 years. 

3.39. The Committee wo"ld like GovennDent to thorol .. I.I... inve'lti-
Fe the matter so AS to Hil'ntify thc> (sttors which contllltlero impede. 
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the completion of the Project so that the latest estimates for commissioniag 
of the Refinery are adhered tl). 

3.40. Tbe Committee need baldly stress that any further delay in the 
construction aad commissioniag of. the Re6D~ would only accentuate 
the oil crisis in the cou~tty. 



IV 
REFINERY CAPACITY IN THE COUNTRY 

A. Espnsioll of ReiaiDa capacity durial the Fourth Fin Year PIa. 
4.1. In 1968, the year before the beginning of the Fourth Plan, there:-

were 8 refineries in operation with a total capacity of 16.25 miUion toDDCS 
per year in terms of crude through put as indicated below:-

A. PubT;, SIC/O,. 
In million tonr.es 

1. Gautati . 0'75 

2. nlrluni 2'00 

3· Ko~a\i 3'00 

4. Cochin 2' 50 

TOTAL 'A' . 8'2S 

B. Private Stero' 

1. n:E!hc-i O'SO 

2. Burmah Shell 3'75 

3· Esso 2'50 

4· Caltex 1'25 

TOTAL 'B' 8'00 ---
GRAND TOTAL A & B 16'25 ----

4.2. The Fourth Plan envisaged addition to the refining capacity to tilt 
extent of 9.3 million tonnes during the Plan period, to raise the capacity" 
to 25.55 million tonnes per annum by the end of the Fourth Five Year Plan. 
This was to be achieved by setting up Dew refineries and expansion of. 
existing ODes as under:-

(i) Madras Refinery 

(ii) Hildia Refinery 

(iii) Additional capacity in ASB8m . 

(~) Expansion of Cochin Refinery 

(v) Expansion of Koyali Refinery 
(vi) Incr:ase in utilisation of capacity 

0" Barauni Fefinery 

Million tonnes per annum 
2'5 1969 

2' 5 1972 end 

1 ' 0 No finn time Ichedule 
fixed. 

0,80 1972 

1,50 \.. 
J Contingent upon crud:-

1.0 availability 
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4.3. Madras Refinery which was a spill-over project from the Third 
Five Year Plan was on stream in 1969. 

4.4. Haldia Refinery which was expected to go on stream by the end 
of 1972 is now expected to be completed by the end of 1974. 

4.5. Additional refinery capacity in Assam was originally sought to bo 
achieved by expansion of Gauhati Refinery. It was subsequently decideo 
to have a new refinery along with a petrochemical complex at Bongaigaon. 
The scheme was approved in March, 1972 and the refinery is expected to 
be completed in 1976. 

4.6. It has been stated that "the utilisation of the idle capacity ir. 
Barauni Refinery and the utilisation of additional refining capacity in 
Assam are link.ed together and delays are on account of delays in coming 
to a final decision in the implementation of the Government's decision 
regarding the additional capacity in Assam". The full capacity of the 
Barauni Refinery cannot be utilised until the building of the additional 
processing units now in progress are completed. As an iuterim measure 
with some minor modifications the refinery is now processing 0.5 to 0.7 
million tonnes per annum of imported crude. 

4.7. Firm decision regarding expansion of Cochin refinery was taken 
at the time of the Fourth Plan was finalised. Sanction for the expansion 
of the capacity at an estimated cost of Rs. 5.12 crores was issued in 
November, 1970. The Project was expected to be completed by the end 
of 1972. It was, however, actually completed by August, 1973. 

4.8. The expansion of the Koyali Refinery was on the basis of additional 
crude expected to be available from the Gujarat fields. This did not 
materialise to the extent expected and. therefore, the Refinery instead of 
building an additional distillation unit to process 1.5 million tonnes of crude 
revised the plans and de-bottle~ecked/revamped the plant and increased 
the capacity to 4.3 million tonnes. Even this capacity is today not being 
fully utilised because of crude oil production from Gujarat not coming up 
to expectations. The existing utilisation of capacity is 3.8 million tonnes 
per annum. It has been stated that ONGC expects to step up supplies to 
the level of 4.3 million tonnes by 1974-75. 

4.9. The statement given below indicates the refinery capacity (il'i 
terms of crude run) planned and achieved 1969-72: 
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4. 10. The Ministry stated in a written not!" that the main reasons for 
t!1e gap in the refining capacity envisaged and the actual refining capacity 
available during these years were limitations of availability of indigenous 
crude, inadequacy of port facilities at Madras and Slippage in the pro-
~rammes for erection of additional capacity. 

4.11. By the end of the Fourth Five Year Plan. a refinino; capacity of 
13.25 million tonnes as against 17.55 million tonnes is expected to be 
achieved in the public sector refineries as detailed below:-

Millien tonnes per anI urn 

A. Public Sector 

I. Madra~ Refinery . 2' 50 

2. Cochin Refinery . 

3. Gaul-ati Refinery 

-. Barauni Refinery. 

5. Kovali Refinery 

4.12. The Committee note that the Fourth Five Year Plan cDvisliged 
an increase in the Refining capllcity in the pubJic sector frnm S.2! million 
tonnes (0 17.55 million tonnes per annum. They. however, find that for 
one reason or other none of the scheml!!I envisaged in thd Fonrth Five 
Year Plan could be fully implemented, with the res lilt that the refining 
cara~ity likely to be available by the end of the Fourth PI lin would be 
only 13.25 million tonnes per Dnnum. The Committee hl1ve alrel1dy 
recommended elsewhere In this Report that the delays in commissioning 
of the HuJdiu und Bfmgaillaon Refineries and tbe under-utilisation of 
Buraoni Reflae.., should be investigated by Government. The Committee 
hope that C.ovl'I'Ilmenf/Corporation would profit from their past experience 
and bave an Intep'ated approach in drawing up schemes for ellpHn<;ion 
of reflnln~ capadty in the Fiftb Five Year Plaa keeping in view Ibf' 
availability of Indigenous and imported erode. 

B. Expansion of Refining Capacity In tbe Private Sedor 

4.13. The question of exoansion of r~fininl! capacity in the priv.clte 
llector was examined bv the Estimate" 'Committee (1967-68) in their Fiftieth 
R,oort (Fourth Lok Sabha) on 'Petroleum and Chemicllh Product .. '. Th'! 
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Orlainal and the then existing capacity of the three coastal refineries in the 
private sector as mentioned in that report was as follows:-

I. Bunnah Shell Refinery, Bombay 

2. ESSO Refinery, Bombay . 

3. Caltex Refincry. Vlshakhapatnam 

(Million lonnes) 

As per Capacity 
Co's. first in J967 

letter 

---
J'So 3'75 

o'9Z z'so 

o'So J,S5 

---
2'92 7'80 

4.14. The Estlmates Committee thus Doted that the rated capacity in 
the three refineries had been increased by more tban 2! times over the years. 
They expressed their concern that the expansion of the refineries in the 
private sector had been carried out without the approval of Government 
in as much as Government's pennission had not been sought for capital 
investment f011 this purpose. The Committee expressed their doubt that the 
capacity of the refineries could be increased to about two times with minor 
modifications and improvements unless the additional capacity was contem-
plated and built into the original plant and equipment itself. The Committee 
concluded that Government had not taken sufficient care in the beginning to 
check over designing of capacities of refineries in the private sector. The 
Committee recommended that Government should immediately evolve a 
suitablle machinery to ensure that no industrial unit was able to increase 
its licenced capacity in that manner without prior approval of the Govern-
ment. 

4.15. In their reply dated the 20th April, 1969 Ministry of Petrole.um 
and Chemicals noted the recommendation and assured that steps would' 
be taken in future to ensure that capacities approved were not exceeded. 
It was also added that "the Industries (Development and Regulation) Act, 
1951 (Act No. 65 of 1951) contained provisions conferring on Govern-
mental authorities the power to inspect the premises, order the production 
of documents and examine any person having the control of. or employed 
in connection with any industrial undertaking. This 41spection, in respect 
of refineries, could be undertaken either by offic.:r of DGTD and/or 
Technical pfficers employed in the Indian Institute of Petro 'eum or IOC 
whenever deemed desirable." 

4.16. The Committee have now been informed that the position witlr 
regard to the licensed capacity sanctioned by Government to Burmah Shell. 
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Esso and Caltex, the foreip oil companies operatini in the private .:ctor 
was .. under:-

Company 

I. Burmah Shell 

2. Easo 

3. Caltex 

OriJinaI Lic:eDted Capacityl Revised Capacity and date of 
Date of Sanction .anerion 

2' 00 Million TOMe. per annum 
dated 3-5-1954. 

I' 21 Million Tonnes per annum I' 9 Million Tonnes on 2 - ,-61 
dated 2 .. -6-53. Add!. (Approx.) o· 2, Million 

Tonne. from r969. 
o· 675 Million Tonnes per an-

num dated 28-9-55. 

4.17. In the latter part of 1972. the refineries claimed that they could 
operate at the levels mentioned below:-

Burmah Shell 

Esso . 

Caltex. 

5':Z5 m:llion tonne,per an-
num. 

3'50 

I' 55 

10'30 

Do. 
Do. 

4.18. It is seen that in respect of BUt'mah Shell the extra capacity is 
1.5 million tonnes per aru.1um (5.25-3.75). In respect of Esso, an additional 
crude run of 0.25 million tonnes was given in 1969 as per the Lube Refinery 
Agreement (Lube India Ltd.). There is thus an increa5e of 0.75 million 
tonnes from 2.75 to 3.5. In respect of Caltex the level was the same as 
indicated in 1967 viz., 1.55. The operating capacity of Caltex during the 
year 1969-72 was, howeve'r, 1.25. 

4.19. It was stated that the extra capacity of 2.55 million tonnes per 
annum over and above the normal operating levels had been utilised by 
Government for processing crude oil supplied by the IOC, the products 
::tl!;o being taken over by JOC for marketing. The orocessing of IOCs crude 
in the private sector refineries started in June, 1973. 

4.20. During evidence, Committee enquired whether the imported crude 
oU was being given to private sector refineries for process:ng because tho 
expansion/utilisation of capacity of the public sector refineries had been 
very much delayed. The Additional Secretary of the Ministry stated as 
follows-

"We have some surplus capacity at Kovali, for want of a pipeline 
that surplus capacity could not be put to use. We have some 
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"apacity at Bafauni. Bu.t ~ondary processing facilities are not 
available. To the extent to \\-hich crude could_be .processed, 

about 0.5 to 0.7 million tonnes imported crude is being pro-
cessed at HBrauni. Haldia is just not ready. Other refineries 
at Madras and Cochin are running to capacity." H~ added. 

"If the Haldia Refinery had been ready in time as schedu\d, we 
would have had the capacity of 2.5 million tonnes. If Koyali 
had their pipeline, certainly we would not have gone to the 
private companies to refine oil. It is because ot these reasons 
that we had to use the excess capacity available with these 
companies." 

4.21. He added that "now plans are in hand for setting up the pipeline 
upto Korali, and also the pipeline extension will be dono! upto Barauni. 
Step~ are being taken to put up secondary ,processing plant: 

4.22. With regard to the sanctioning of capacities in the private sector, 
the Minh try stated as follows:-

"The exact capacity of these refineries from time to time have Hot 
independently been assessed by the Ministry. From time to 
time, these refineries have been claiming that they can ope-ate at 
higber JeveJwand these refineries have been allowed to operate 

at levels higher than their licenced capacities with the specilic 
approval of Government." 

4.23. The Committee enquired as to how the large increase in the 
capacity was achieved by the private sector refineries 'and whether in the 
public sector refineries it was possible to increase the refi!1"-ry capa:ity to 
the same extent by carrying out mcdifications at the same cost as had b:en 
done by the privote sector refineries. In a written reply. tho;: MInistry have 
stated as' follows:-

"Nn detailed investi,l!lItion h:l~ heel' conducted 3< to how the present 
capacity has been achieved. However, in' the present context of 
e~tt'emcJ" difficult ('rude ('Iii lI\'ailabilitv and with a view to 
uti1i!'e the existing c8f'acitie<; to the maximum extent f'C"<;sible. 
the hil!l1t'!r operatiDil levelo; of these refineries have come in 

very handy to meet the product requirements of the country. 

TI e capacity of a refinery can be increased substantially by techno-
logic-al inoov9tions and all"o by jntroducin~ additional equi"lments 
Th;o; i~ ~"eciallv tnle nf th ... refineries built in 1950's or e"lrli'r 

when' rather mort" conservative d~sign phnosonhies we're used, 
In the modern refine~ies which ar .. designed en more ..... ecic;e ""til with the help of computers, tbe scope for incr:~sing t~e 
('3"l'citv manv.fold l-v dehnttknt"cking etc. i~ limited. 
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}n the case .otthe pr~yate,seotGc' r'finetios;:h'rriustlihve; b'een possil;l~ 
. ~or them .. tolntCfCM¥cHbeeapacitY'!'corftl!ict~fi1bly ; bY'modifying 

the tr8.Ys. indhe disti1larion cohnnir'ana risIng' modern trays,' 
,\ addinga,dditiQna! fLUJl8Ce tubn:and.alsoaccepting Jess"accuracy 

in splitt~, tQp various :fractions' «c. 'The tn'ivatesecf6r refineries 
might) have .uso buwt. the .capacity by using equipmeti~from pro-
cessing units which were built ~ar.i~.\';. bu~. later d;scarded and 
iJ)~talled :hew 'machineries under f~pJac,erp~n~ '4ld mgdpraisatioDi: 
~hem~.' It is 0.01 pOssible tOkoOW ~p~ cl:~ain ,,5 to howtbe 
lar~e inctt!.a~e in the . c~pa~ity was achi~ve~ by the~, .put possibly. 

" ~ ~ , 

'. '~hey mfgtit ~ave usedaJl the ,above t,nentioned means. 

Incre:tse in capacity have been achieved in the public sector a~so. 
For example, the KOY8H Refinery' bas inCreased its capacity 
ftom 3 to ;4.3 miJIion . tonnes' by deMttlen~cking. changing 
operating conditions etc. This works' out to aoout 48 per cl!nt. 
The Udex Plant of Koyali Refinery has rais~d its capacity to 
produce benzene from 33,000 tonnes to about 43.000 to 45,000 

tonnes per year by spending less than Rs. 1.50 lakhs for minor 
modification. In the Cochin Refinery the capacity has been 
iccreased from 2.5 million tonnes to 3.30 million tonnes bV 
spending about Rs. 5~ crores. This works out to about 32 
p('r cent. The Madras Refinery has increased its capacity from 
2.5 million lonnes to 2.8 million tonnes per year (12 per cent 

increase) with very minor changes and arc now planning to 
increase the capacity still further to 3.5 million tonnes." 

4.24. The Committee find that the private sector refineries have 
iO<:rcased their capacity form 8.25 million tonnes per annum to 10.30 
million toones ~·r annum. . The Committee were Informed that this 
increas:,d capacity is heinl! uti~{scd .for getting .hl! ernie oil supplied by 
JOC processed and the products taken over by JOC for marketina. It has 
been admitted that had the Hal1jia Refinery heen ready as s~hedulcd and 
the Koyali Refinery had irs pipeline, the 'ndian Oil Corporation would 
not hRve Mone to the private s~ctor companies for refinin~ their crude. 

4.25. The Estimates Committee (1967-68) in their Fiftieth Report on 
'Petroleum and Petroleum Products' h~,t earlier expressed their doubt 
whether the alpacity of th(',se private serlo: refinp,;cs COlli" h~ increased 
with minor modifications im~ Improvements unles~ th" additional clI"ac~tv 

was contemplated an" built into thl' oririnal pla"t 1m:! equipment ifNeIf. 
Th~y recommended tbat Government should immedlatelv evolve a ~lIitob'e 
machinery '0 ,""sure that no iniustrial unit was able to ineress'! if~ licens"d 
("apacity in that manner without prior a"pr"v91 of the Gf);oemment. The 
Committt',2 ~ret to nOll' that ;n spite of this recommendation of the 
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&aimates (:oaualttee .... iospite 01 GoYe........,. ow. eateaorkal ISIU-

raaee, tile Govem .. at "'ve not laveetipted into lie _aiter. TIley .. 
surprised to ftIId tbat rellDeriel have ereaIed a further capacity of more 
•• n l! per cent Dd '-re operatiaJ at levels Idgber ..... tbose Ikeued 
for. The CoDlDlittee nco_nd that tile Goyenuaeat should make a 
detailed and tboroup investiption without any further delay. 

4.26. ·1 lie Committee Bote ..... Government claim dud they hive been 
able to Inereue the rellahlg capacity of tbe existing reftneries by debottle-
necking, c ...... nl operating conditions etc. in the Koyall, Cochin and 
'Madras Refineries. The CoDUDittee, howeYer, 8nd that the percent. 
of i.erease achieved in those reftneris is mucb less compand to tbe 
increase in the capacity achieved by tbe private refineries. The 
Committee recommead tbat GoverDmentlCorporation sbould give tbe 
'dlMst priority to tbls aspect 01. inerellliag the refining capacities in tbe 
public sector refineries by teValDping and deboltlenecking etc. so as to 
acbieve mlndmum results. 



V 
GAUHA TI REFINERY 

A. Acquisition and Development of land for the ReHnery 
5.1. In 1956, the Government of Assam assured the Refinery Location 

Committee that 600 acres of land, fully developed, would be made available 
free of cost for the refinery. On 2nd May, 1958, this assurance was re-
iterated but on 27th April, 1959, a request was made to tIle Government 
of India that the State Government be allowed to have financial participation 
in the refinery to the extent of the actual expenditure incuTfed on the 
-acquisition of land. The request was accepted by the Government of India 
(\0 12th November, 1959. It was decided on 16th July, 1962 that the 
financial participation should be li~ted to 15 per cent. of the equity capital 
investment in the refinery and that the first issue of shares be adjusted 
towards the cost of land; the balance, if any, was to be subscribed in cash. 

5.2. The total area acquired by the State Government at a cost of 
R,;;. 46.93 lakhs and handed over to the refiriery during 10th December, 
1959 and 5th February, 1964 was 480.22 acres. The deed of conveyance 
for land has not been exedlted so far nor have the shares in lieu thereof 
been allotted. 

5.3. According to the assuT3nCe given in 1956 the cost of Development 
of land was to be borne by the State Government on 1st April, 1960, 
however, the State Government made a request to the Government of 
India for the reimbursement of the development expenditure by transfer of 
shares of the equal value. This was turned down by the Government of 
India on 9th May, 1960. 

5.4. The Company has incurred upto 31st March, 1973 ab expenditure 
of Rs. 104.25 lakhs on the development of land, township roads and drains, 
etc. but has not been able to obtain reimbursement thereof from the State 
-Government so far. 

S.5. The Ministry stated (in March, 1972) that a fresh representation 
received (in September, 1971 from the State Government for including not 
only the cost of acquisition of land but also the development expenditure 
for the purpose of allotting the shares and for the removal of tbe ceiling of 
15 per cent with regard to financial participation in the equity capital has 
been considered and it has been found that it is not possible to accede to 
the same. It was fUrther stated that the State Government had been "asked 
to reimburse to IOC the expenditure on aevaopment of land incurred by 
them and to indiC'ltte the flnal fi~r~ of the cost of aequlsition C'Jf land 80 
that necessary sbares may be ailofml to thetri.n -

37 
"532 L.S.-4 



J 38 

\ 
~-., , 

"'-

5.6. In a written reply the Managm.eDt have DOW stated as follows:-

"The matter regarding participation oy the State Government has. 
not yet been finally settled. It is, however, understood that the 
Government of India, Ministry of Finance have recently taken a 

view that lOC should bear in full the cost of acquisition of the 
land as well as the development of land and no equity need be 
issued to the State Government. This view will be discussed 
further with the State Government of Assam." 

5.7. During evidence the Financial Adviser of the Ministry further 
explained the position as follows:-

"The question of provision of land-and facilities free of cost or at" 
concessional rates by the State Governments for Central projects 
was very carefully considered in July. 1969 both in the Planning 

Commission and in the Finance Ministry. The decision taken 
was that the Central Ministries should desist from appproaching 
the State Governments for provision of land and services free of 

cost or at concessional rates for central projects." 

5.8. Asked about the reasons for delay of 14 years in arriving at a 
final settlement, it was stated that the delay arose because of a number of 
factors. In the first place, the question whether it should be the cost of 
land or cost of levelopment also, was in dispute. Secondly. there was the 
question whether the title to the land should be transferred and all formali-
ties had to be gone through. There was also 'a controversy about the equity 
participation which was at first fixed at 12t per cent but was lata on 
increased to 15 per cent on the anology of Gujarat Government's participa-
tion in the Koyali Refinery. 

5.9. It was also stated that after the decision of the Ministry of Finance 
was conveyed to IOC in February, 1973 the Assam Government had been' 
invited to a discussion. There had however been no response from them 
as yet. 

5.10. The Committee pointed out that the period of 14 years was long. 
enough time. The witness said 'we certainly plead guilty to this." 

5.11. The CoIIUDittee are surprised to note that though the area of 
480.22 Kra bad beeD acquired by State GoverDJDellt of Assam aDd 
haaded over to the Re8aery dariaI December, 195' ad Febmary, 1964 .. 
the deed of coaveyance lor land ... DOt beea eseaded 10 far. EarUer' 
In November, 1959. It Was decided that tile State Govemment of Assam 
would be allowed to have tlDudai parddpatioa In the lle8Dery to the-
extent 01 the actual expenditure oa tile ac:qalsldon of land. la July, 
1962, It was decidea t1iir tlae IaaDdaI partlcipatioa should be Hmlted to 
15 per CeDt 01 the equity capital .vestment In the reftaery anel the first 
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isne of sllares should be adjusted towards the cost of laDd aDd baluce 
lubscrlbed In cult. However, in July, 1969 GQvemmeDt, tOok tbe de-
cisioD tbat the Central Ministries sbouId desist from .ppro.c .... tile State 
GovemmeDts for provision of IfaDd .Dd services Iree of cost or .t conces-
ptional r.tes for Central Projects. 1be Committee regret to note th.e 
there has beeD an inordinate delay of over 14 years eveD in c1iDcbing the 
Issues for settlement and eveD DOW the State Government bave Dot p.id 
the cost of development of land. Tbe Committee recommend that Gov-
ernment should take more serious measures ud settle the issues witb the 
St.te Government without any further del.y. 

B. Agreement with Foreign Collaborators 

5.12. According to the agreement with the foreign collaborators, the 
refiner.y was to be commissioned within 24 months from the date of 'accept-
ance of the technical design and the rated capacity was to be achieved within 
a period of 5 months from the date of commissioning. The design was ac-
cepted on 23rd October, 1959, and the refinery should have gone into 
production by October, 1961. The table below indiC"dtes the delay in the 
commissioning of the various units of the refinery:-

Unit 

Crude Distillation Unit . 

Kerosene Refining Unit . 

Coke Oven Unit . 

Actual date of com-
missioning 

December, ]96] 

April, ]962 

April, ]962 

Delay 

2 months 

6 months 

6 months 

5.13. The Management have attributed the delay to:-

(i) shortage of certain materials of foreign supply such as G.I. 
pipes, metal clading, etc. which had to be made up from the 
indigenous sources; 

(ii) delay in the receipt of certain foreign equipment viz. pumps for 
reduced crude circulation and for coke cutting; and 

(iii) delay on the part of civil contractors. 
5.14. Owing to delay in the commissioning of the refinery, the foreign 

technicians had to stay for longer periods (1,454 man-months) than origi-
nally anticipated (972 man-months). with the result that the COlt of techni-
cal assistance rose from Rs. 28,57,100 to Rs. 39,20,852. Out of. 482 ad-
ditional man-months, 170 man-months were attributed by the Management: 
to frequent shut-downs in Kerosene Unit during the guarantee period and 
dehly in the receipt of certain accessories. A claim for r.eimbursement 0( 
extra expenditure of Rs. 7,20,"-30, incurred on tile ovontay of Romanian 
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Technicians'due to delay in comnllssloning and mal-functioning of the 
Kerosene and Coking Units was lodged for the first time with the collabo-
rators MIs. Industrial Export as eady as in February, 1963. After ex-
change of a number of letters and discussions held in August, 1964, Mis. 
Industrial Export had agreed to bear the cost of overstay of technicians 
due to troubles in the Kerosene Unit. The suppliers also agreed to consider 
the claim for a period .of two months in respect of Coking Unit. 

5.15. On lst November, 1966. the Company brought the matter -to tho 
Dotice of the Government of India. The claim, which has since been 
revised to Rs. 6,99,845 On account of recalculation of the excess man-
mooths of Rumanian technicians,. has not been settled so far. 

5.16. During evidence the Committee enquired as to how Government 
had not been able to settle the issue even after seven years. The Additional 
Secretary of the Ministry stated as follows:-

"TJiis is another case of delay which is inordinate and, we straight-
w~ admit, is not justified. The matter was raised in 1997. 
It was taken up with Rumanian authorities and with our Min-
ister of External Affairs. Our Ambassador discussed this, IOC 
W8i then asked to negotiate further. IOC consulted and then 
informed the Embassy saying that the Embassy could nego-
tiate. This is a matter which seems to have been badly delay-
ed. I think Rumanian authorities have not b"en responding 
and we have now asked for a discussioo. This is now fixed 
by our Ambassador on 10th of November, 1973 at Bucharest 
when this matter is likely to be settled. I don't have any sort 
of valid e'f.Planation for the delay. This is going on for the 
last so many years. The foreign part which assisted us in put-
ting up this refinery is concemed in the matter. We have also 
got to follow international practices, going through External 
Affairs, and the Embassy, etc. sending them aide, memories and 
requesting for their concurrence." 

5 .17. In a written reply it was subsequently stated that "the Adminis-
tration Manager, IOC had recently held discussion with Mis. Petrom of 
Rumanian. Mis. Petrom have agreed to place the matter before their 
Board 'Of Directors. They have promised to send a reply by the end of 
February, 1974. 

5.1S. '11te Comlillttee note filar ....... IICOOnling to agreement with for-
elan coJlabonton, tile Reftnery Was to be CCfllllnlssloned by October, 1961, 
tIaere iliad been delays ......... from two to • months In tile adual ~ 
pIetion of l'Intoas -ts r .. at.. III oftlWbly of 'lbefonlga tecIndcluI. 
Coasequenlly, tllere had Iteen 1m IncleaH .. tile eoit of tedBak8ll1111hta1iee 
fmn Rs. 28.57 IMs to lb. 39.21 1IIldIs. 'he CoJlllDlttee regret to •• 
that there bact been a delay of Oftr ten mo.ntIIs In preferring the claim for 
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reimlJursemt.ot of. eDra expellSes and tile fidt daiJn to tile tuDe of Rs. 7 
Iakhs was preferred o~ in February,·1963. The Committee were inform-
~ dlat even after protracted correspondence and dJKussIODl, an .... ement 
was reached with the collaborators only In Aapst, 1964. TIle Co_ittee 
find that after this agreement the Corporation had taken further period Qf 
two years to revise ,their claim and prefer it. 

5.19. The Committee view with concern the inordinate delay on the 
part of the Management both in prefemng the claim and subsequendy re-
vising it. Even SIfter a lapse of seven years, the claim is stated to be pend-
ing decision and settlement. The Committee recommend Chat the reasons 
for this inordinate delay at several stages should be iavestipted and res-
JHliIISibitity fixed. Tbe Committee would Uke that tbe question of settlement 
of the revised claim should be vigorously porsued so as not to lose more 
~. . 

C. Designed Capadty and Product Mix of the Unit 

5.20. The Refinery has three processiiig units. the Crude Distillation 
Unit, Kerosene Refining Unit and the Coke Producing Unit. The table 
below indicates the designed processing capacity of these units, their in-
puts, outputs and the dates of commissioning: ........ 

Name of the Unit Date of Designed 
Commission- processing 
ing capacity 

(tonnes) 

(i) Crude Distillation 26-12-1961 7,50,000 
Unit 

Input output 

(n Crude Oil (i) S. R. Gaso line 
(ii) Slops (ii) S. R. kerosenc-l 

(iii) S. R. Kerosene-II 
(iv) Mixed Kerosense 
(v) S. R. Gas Oil 
(vi) Reduced Crude 
(vii) ].P.-4 Comp('nent 
(viii) Gas 
(ix) Slops 

(ii) Kerosene Refining 30-6-1962 2,30,200 (i) S. R. Kero-
Unit . sene-I (ii) Extracte 

(iii) Coking Unit April, 1962 3,00,000 

(ii) S. R. Kerosene-II 
(iii) Mixed Kero-
8e~ 

Reduced Crude (i) Coking Gasoline 
(ii) Coldn, Kerosene-I 
(iii) Cokmg Kerosene-

II 
(iv) Coking Gu Oil 
(v) Coking Fuel Oil 
(vi) Residue 
(vii) Coke 

(viii) Gas 
(ix) Slops 
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D. Production Performanee-Crude DistlDation Unit 

S.21. The designed capacity of the crude Distillation Unit is 7,50,000 
taDDeS. Accor.ding to the Management the Rumanian collaborators have 
indicated that the refinery can take crude oil upto 8,10.000 toDDes per 
annum. 

5.22. The table below indicates the crude throughput (including slops), 
percentage of capacity utilisation with reference to design throughput and 
inbuilt capacity of 8.10,000 tonnes during the last seven years ended 
March, 1973:-

Year 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

1972-73 

Throulihput 
inclu ing 
Slops 
M.T. 

762611 (19472) 

832818 (21099) 

820053 (17403) 

784571 (19776) 

695226 ( 9476) 

807398 (II369) 

806123 (13172) 

Percelltage Capacity Utilisa-
tion with reference to 

Design through- In built 
put of 7,50,000 capacity of 8, 

M.T 10,000 M.T. 

101'7 94'1 

1l1'0 I02'~ 

109'3 101'2 

104'6 969 

92 '7 85'8 

107'7 99'7 

107'5 99'S 

Note :-Figures in bracket relate to Slops processed in the Unit. 

5.23. The Management have atf.ributed the following reasons for the 
decline in the capacity utilisation of the Unit during 1968-69 and 1969-70 
as compared with 1967-68:-

1968·69 

The Unit had to be operated on restricted throughput for about a month 
during October/November, 1968 due to heavy floods in Teesta river which 
damaged Gauhati-Siliguri product pipeline and also restricted the Move-
ment of products by rail/road. 

1969·70 

Throughput in the Unit was mainly affected due to longer shut down 
periods of coking unit and consequent critical reduced crude ullage pro-
blem at the refinery. 
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S.24. As regards the decline in the capacity utilisation of tbe crude 
Distillation Unit during the years 1970-71 to 1972-73, tbe Management 
stated that the capacity utilisation bad to be correlated witb tbe crude 

"Supply position which was further related to the total availability of crude 
oil from the Assam Oil fields for Gauhati and Barauni Refineries througb 
the Oil India Pipeline. Barauni Refinery was not in a position to take the 
full quota of 2.2 mmt. during the year 1967-68 and as much more crude 
could be released to Gauhati Refinery. From the year 1970-71 Barauni 
Refinery started taking almost its full quota and as such availability for 
Gauhati was restricted to the order of 0.8 million toones from 1971-72 after 
Oil India had changed the plungers in their Moran Pumping Station. 
During 1970-71, the supply rate to Gauhati and Barauni Refineries was 
less than 3 mmt. per annum because of the limitations of plungers capacity 
at their Moran Pumping Station as· well as of their Crude Conditioning 
Plant. They could, however, supply only at the rate of about 2.896 mmt. 
per annum during the winter months. 

5.25. The following additional rea~s were given for the decline in 
capacity utilisation in 1970-71. 

(i) Unsteady and interrupted power supply from ASEB wben turbo 
generators were under capital maintenance one by one from 

April, 1970 to December, 1970. 
(ii) During July and August, 1970, there was product upliftment 

difficulty at Siliguri due to railway strike resulting in ullage 
problem at the refinery. 

5.26. Regarding the shortfall during 1971-72 and 1972-73, the Manage-
ment stated that as compared to the crude availability the shortfall was 
negligible and was due to the following reasons:-

(i) Poor upliftment of products from Siliguri during August and 
September, 1971, as a result of snapping of broad-gauge rail-
way link acrOSs Farakka· because of floods. 

(ii) Extended/emergency sbut down of coking unit in May-July, 
1972 aod February, 1973 causing ullage problem for reduced 
crude. Consequently the Distillation Unit bad to be run on 

restricted throughput. 
(iii) During the early part of the year 1972-73 there was a shut down 

of product-pipeline also due to power failure resulting in ul1a~ 
problem of finished products. 

5.27. With regard to the supply of power from the Assam State 
Electricity Board and the capital maintenance of generators the manage-
ment stated as follows:-

"For capital maintenance what was needed was a proper assessment 
of materials and spare parts "required for the purpose. Thit 
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assessment was made by the refinery and action for procure-
ment from the original manufacturers was initiated sometime 
in 1967 and orders placed on them in February, 1968. The 
spares were received in Gauhati only in November, 1969 

in spite of best efforts to procure the same earlier. 

Government of India was approached in December, 1969 for 
releasing necessary foreign exchange for requisitioning the 
services of the Rumani!ln Specialist required for the job. The 
approval was received in March, 1970 from the Government. 

Immediately Mis. Industrial Export were requested to depute the 
Rumanian Specialist to India. As this specialist was involved 
in a car accident he could not come as planned. 

Another specialist was nominated by Mis. Industrial Export who 
reached Gauhatj" only in June, 1970. The major overhaul of 
the turbine was taken up between June, 1970 and December. 
1970. The preliminary action required for major overhaul 
was however started in April, 1970 itself in anticipation of the 
arrival of the Rumanian Specialist. 

It is just a coincidence that when the RumanilUl specialist arrived 
in India for major overhaul, the water supply position in the 
reservoir of ASEB power house became inadequate which 
could not be anticipated and was beyond' the control of the 
refinery authorities." 

5.28. During evidence, the Committee enquired, whether the proposal 
of installation of an additional generator was considered since 1967 in view 
of the expected capital maintenance of turbo-generator. The Managing 
Director stated as folIows:-

"In 1967. there was a proposal to go in for another turbine. We 
had then two turbines and the proposal was to have one more 
turbine. At that time there was another proposal to expand 
the refinery but ultimately expansion of the Gauhati Refinery 

was abandoned because another refinery at Bangaigaon was 
coming up. So we did not take action for procuriJlg another 
turbine. But what we did was that we have arranged with the 
ASEB that if one power unit is out of order. it will take power 
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from the other' unit. Similar agreement has also been entered 
into with other State Electricity Boards." 

5.29. The Managing Director added that this had not been working 
satisfactorily as when the turbine was down they had not enough hydro-
electric power and their distribution system was not good, though the pro-
duction capacity was 3 megawatt for each turbine of Gauhali Refinery they 
could produce only 2.5 megawatt each. 

5.30. Asked whether the management did not expect any trouble in 
future, it was stated as follows:-

"Now, we do maintenance of our turbines in time and we have also 
got the spare parts. Also the Assam Electricity Board have 
improved their system. We hope that this kind of problem 
will not arise in future. Another power station is coming up 
near this refinezy. It Is ~ Chandrapur Power Station which 
will be under the control of the ASEB. When this power 
station comes up, we hope that there will be a more stable 
power supply from the ASEB." 

5.31. The Committee note that lower supply of crude oil, ullSteady and 
interrupted power supply from the Assam State Elec:tricity Board, delay 
10 the overbaul of the Refinery's genenton, product upllftment difficult, 
at SUipri and sbnt downs of Coking Unit causing ullage problem for 
reduced erode and shut clown of product pipeline bave been the maID 
reasons Nr the sbortfaD in the utitisation of capacity 01 die Crude Distilla-
tion Unit. De Committee recommend that GoTerament/Corporation 
sbould analyse these causes in detail in order to find out as to what extent 
theSe problems were avoidable in nature. The Committee have no doubt 
that had tbere been a proper sdleduIing for overhaul and ad.ance planning 
many of the dUlicuJties could baTe been avoided and Ihut downs of the 
CokiDg Unit and product pipeline could have been reduced to the minimnm. 
Tbe Committee fina that the erode throughput inelu •• slOps and capacity 
utilisation were the blghest duriIIg 1967-68. 1be Committee hope that in 
the light of the put experience, GoYernIMnt/CorpontIon would take 
appropriate steps to secure .. 18IiDterrupted IUppIy 01 power elftIa' through 
the ASEB Or by suitable alteroate arrangemeaa. 'I1Ie CommlUee need 
hardly stress that in view of the tIPt podtloa of -ported crude, Govern-
ment should take concerted .....-es to IIUIfain this lligb tbroatIIaput and 
easure .. Una. udIiaCioa 01 the Gaubad Refinery wbleb II processiDg 
ladipnous crude. 
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5.33. As regards the low *utilisation of the Kerosene Refining Unit as 
,compared to the designed capacity, the Management stated that the actual 
.availability of feed stock for processing in Kerosene Refining Unit was 

. .considerably lower than envisaged in . the design. The lower throughput in 
the Unit was mainly due to the substantial change in the quality of crude 
.l'esuIting in lower percentage of terosene ..... ptoduction than that assumed 
. at the time of designing the plant. Secondly the coker kerosene which was 
ilUPPOSed to be processed in the Unit Was not available as it had to be 
blooded to make other products like HSD, LDO and Fuel Oil to the speci-
iications. 

5.34. As a result of these factors, the actual availability of feel stock 
was of the order of 50 per cent to 55 per cent of the design level. Further, 
some of the kerosenes were used for production of Inferior Kerosene by 
Direct blending of straight runkerosenes instead of the designed scheme of 

'producing inferior kerosene by processing feed stock through kerosene 
Refining Unit and as a result, the feed stock availability for processing in 
the Ket'osene RefiniDR; Unit further reduced to about 30 to 35 per cent of 
'the designed capacity. 

5.35. The Management have given the following reasons for lower 
utilisation during the years when processing was less than 30 per cent. 
1966-67 

The problem of disposal of Iomex. 
1968-69 

Meinly due to the breakdown of the S()2 compressors. 
"1969-70 

Compressors problem and low S02 inventory. 
'1971-72 

Lower S()2 inventory and non-availability of adequate industrial 
'water due to damage to the water intake barage. 
Lack of Demand for Lomex 

5.36. The difficulties in operating the unit at rated capacity upto 
1965-66 were considered by the Committee on Public Undertakings in 

'paras 51-59 of their Thirty-Sixth Report (Third Lok Sabha March, 1967). 
The lack of demand in the Eastern region for lomex which is produced 
alongwith the superior kerosene was mainly responsible for non-operation 

. of the unit at full capacity. The Committee were informed by Govern-
ment (September, 1967) that the matier regarding the alternative uses of 
lome x which was under study by the Indian Institute of Petroleum, 
Dehradun was being pursued with them. The Committee were also in-
'formed that the technical feasibility and connected problems of tranship-
ment, etc, of lomex for blending for the production of LOO th,~ Gujarat 
Refinery were also being examined. 
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5.37. The Ministry stated (in March, 1972) that the Iomex produced! 
at Gauhati refinery was not found suitat>le for production of LDO at 
Gujarat Refinery; its production at Gauhati Refinery itself had since been 
reduced through operational improvements and its disposal was' no longer 
a problem. The production of Iomex had been reduced because of change 
in operations according to which it was possible to obl'ain heavy extract 
at suitable dash point which could be blended in LDO and FO. As a 
result, it became possible to process S.R. kerosene-II separately and blend 
Raffinate with S.R. kCl'osene-I. 

5.38. The Committee enquired about the period and the extent to 
which the working of the kerosene refining unit was affected due to lack 
of off-take of lomex. In a written reply, the Ministry stated as follows:-

"The operation of kerosene Refining Unit was restricted primarily 
due to limited off-takes of Iomex upto 1966. The Iomelt 
upIiftments started improving in 1967-68, and the throughput 
of Kerosene Refining Unit as a result also significantly im-
proved in this year. However, during the years 1968·69 and 
1969~70 Iomex production itself was lower since more feed' 
stocks could not be processed in Kerosene Refining Unit due 
to equipment and other problems. Iomex yield also declined' 
due to the changes in the specifications of superior kerosene' 
and operatioDal improvements." 

5.39. It was also stated that the yield pattern during the years 1968-69\ 
to 1972-73 was as follows against the designed yield of 32 per cent. 

1968-69 . 41% 

1969-70 • 4°'2% 

1970-71 36'8% 

1971-72 35. 6% 
1972-73 . 35'3% 

5.40. Asked Eioolit the nature of the problems it was stated that the main<. 
problems could be classified as follows:-

(i) CorrOlion Problems 

The Management stated that these problems were serious in initial 
yetu'S. Action was taken at that time by way of modifications ~e pro-
vision of knock out drums, changing the metallurgy of some equipment, 
reducing the moisture content of SQ2 by adjustment of operating COD-
ditions. The problem however, again appeared in 1968-69 due to opera-
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..tion laxity in the control of moisture content of SO. as a result of which 
.stringent operational and quality controls have since been enforced to 
maintain the water content of SO. within the required limits. 

(ii) Sulphur Dioxide 

The Kerosene Refining Unit had to be shut down due to low inventory 
in SO! in May, 1968 and this problem was again faced in early 1970 and 
1971. This chemical was originally to be supplied by Mis. Associaled 
Industries, Assam with whom IOC had a long term contract. Their plant, 
however, could function for a short period and bad to be shut down in 
1964. Due to certain technical problems, the plant would be started only 
in January, 1970 and again shut down ~ter supply of only about 100 
tonnes of SOa for Gauhati and Barauni Refineries. In the meantime 
anoher source of SO. was developed and the supplies were procured 
from Fertilizers and Chemicals Travancore. However, due to long lead 
and problems in their S02 'plant there was shortfall in their production 
levels and the unit remained shut down for about 3 weeks in May, 1968 
and could not go in full production till about the middle 1968. The 
supplies from that source therefore, were short of the requirement for our 
kerosene Treating Unit at Gauhati and B'arauni Refineries. 

5.41. It was stated that the Management had taken the following action 
to augment as well as to ensure the uninterrupted supply of SO. • 

(i) All possible sources of supply were explored, as '8 result of 
which the management was forced to accept small quantities 
of SO. at much higher price from a Bombay party. 

(ii) 

(iii ) 

(iv) 

Subsequently, two other suppliers at Bombay were fixed up, as 
a result of which the position of SO. availability and stocks 
substantially improved. 

Besides whenever the supplies dropped from the expected 
levels affecting operation. action at the highest level including 
ministerial intervention was taken to boost up the supply rate 
but due to the difficulties enumerated above sustained supplies 
at the desired level was not possible. 

As availability of limited number of cylinders was also partly 
responsible for unsteady supplies of SO. the possibilities of 
indigenous manufacturers of these cylinders were explored. The 
only party, who had agreed for the manufacture of this type 
of cylinders had expressed its. inability to manufacture these 
cylinders after attempting for over three years. Consequently, 
arrangements to import 41 cylinders ftOln abroad were Blade. 



Variations in the Product Yield 

S.42. The table below indicates the yield as envisaged in the Technical' 
Project Report viS-tHis the actual yield thereagainst during the last seven.' 
years ended 31st March, 1973:-

Input 

1966-67 
S.R. Kerosene-I 

& 
S.R. Kerosene -II 

3°% 
} 

Mixed Kerosenes (70%) 

1967-68 

S. R. Kerosene-I 

S. R. Kerosene-II 

Mixed Kerosen« 

Off-specification Raffi-

Quantity Actual 

Product 

2 3 

Raffinate 

43,509 Extract 

Loss. 

JI,370 Raffinate 

8,796 Extract 

52,792 Loss 

nate 347 

1968-69 

S. R. Kerosene-J 

S. R. Kerosene-II 

Mixed Kerosenes 

1969-70 

S. R. Keroaene-I 

S. R. Kerosene-II 

MixedK~~es 

73,305 

9,336 Raffinate 

14,189 Extract 

5,493 Loss 

16,787 JP-4 
Raffinate 

13,930 ATF 
Raffinate 

SK 
Raftinate 

13,782 Extract 
l..oa 

( In tonnes) 
Output Output as Difference 

per DPR (+) Gain 
Quantity 

4 

700 

43,509 

(-) Loss 

5 6 

29,194 (-)5,683 

13,880 (+ )5>418 

435 

37,430 49,077 (-)IJ,647" 

34>451 23,495 (+)10,956· 

733 

73,305 73,305 

16,664 19,254 (-)2,590 

JI,883 9>474, (+ )2>409 

471 . 290 

1,1.56 1 

~,.! 
20,213 ] 

7.59 

44t499 

14.34.5 (+)3",6 

445 
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1970-71 

S. R. Kerosene-I 
(45'49%) 

S. R. Kerosene-II 

1971-73 

S. R.Kerosene-I 
(38'84%) 

S. R. Kerosene-II 
(61' 16%) 

197Z-73 

S. R. Kerosene-I 
(99'IS%) 

S. R. Kerosene-II 
(so'8S%) 

51 

2 3 

31,6S7 ATF 
Raffinate 

37.934 S. K. 
Raffinate 

Light 
Extract 

Heavy 
Extract 

Losses 

2Jh358 ATF 
Raffinate 

38,354 S. K. Raffinate 

Light 
Extract 

Heavy 
Extract 

Losses 

60,328 ATF 
Ratfinate 

62>420 S. K. Ra1Iinate 

Light 
Extract 
Heavy 
Extract 

Losses 

4 S 6 

6,886 1 
~ 46,184 (-)3,356 

35.962 J 

6,417 1 
~4 1,94 (-)2,054 

33,023 J 

S,604 ) 

20591 (+)1,777 

16,764 

9,149 1 r 81,596 (-)4,000-

68>447 J 

14,837 1 
~ 39,925 (+ )3,395 

28,483 J 

1,8p 1,227 (+)605 
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5,43. The production of raffinate was less and of eKtract more than 
that anticipated in the Detailed Project Report/Design Manual in each of 
the seven years, Besides, the loss in these years was 1.6 per ceot, 1.9 per 
cent. 1.6 per cent., 1.7 per cent, 1.57 per cent., 1.44 pet cent, and 1.49 
per cent respectively as against only 1 per cent, provided for in the 
Detailed Project Report. These variations in the product yield resulted 
in los~ of revenue to the extent of Rs, 35.57 lakhs, 

5.44, The Management explained "that the actual yield of Kerosenes 
in the Crude Distillation Unit was lower than the design due to the change 
in crude quality and also the necessity of obtaining suitable SR gas oil 
cut to meet market specifications of HSD with respect to power point." If 
the variance is worked out on the basis of recovery of raffinate at 56,S 
per cent, as noticed during the course of test run, the revenue variance on 
account of yield variations during the years 1966-67 to 1972-73 works 
out as follows:-

1966-67 

1967-68 

1968-(;9 

1969-70 

1970-71 

1971-72 , 

1972-73 ' 

Raffinate Extract Net diff-
erence 

in yield 

Qty, 
(tonne-s) 

Value-
(Rs, in 

lakhs) 

Qty, 
(tonnes) 

Value 
(Rs, in (Rs, in 
lakhs) lakh 8) 

@' Rs, I03' 44 

(-) 1072 (-) 2'22 (+) 807 <-0 0' 83(-) 1'39 

(-) 3978 (-) 8'64 C+) 3296 (-I-) 3'41 (-) 5'23 

C+) 269 (+) 0' 58 (-) 450 (-) 0'47 (+) 0' II 

C -1-) 697 (+) I' 52 (-) IOIl (-) 1'04 (+) 0'48 

(+ ) 3509 (+) 6' 57 (-) 3909 (-) 4'04 (+) 2'53 

, (+): 4008 (+) 7'96 (-) 4285 (-) 4'43 en 3'53 

, (I-) 8244 (+) 13'97 (-) 8847 (-) II' 7I( +) 2'W 

(@t33'06) 

(+) JI,668 (-\-)19'74 (-)14,399 (-) 17' 51 (-) 2'23 

- At the rate ofRs. 206'974, Rs,2r6'7268, Rs.213'8473, Rs, 217'4S76,Rs. 187'0921, 
Rs. 198' 60 and Rs. 169' 49 respectively, 

5,45, According to the Manag,ement the net realisation on the sale of 
'products not passed through this unit was more than what could have been 
realised by selling the products from this Unit as superior kerosene and 
lomex. 
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S.46. The economics of processing the entire feed stock through 

Kerosene Reftniag Uait of the Oauhati Refinery and the actual utilisation 
of these feed stocks partly in nu and partly for blending of IK, HSD, LDO 
and FO in the yean 1966-67 to 1972-73 as given on the basis of test rUD 
yield pattern was stated to be as follows:- ' 

Year Extra Realisation (Ra in lalehs) -------""111---__ 
1966-67 l' 68 

1967-68 20'69 

1968-69 39'47 

1969-70 19'66 

1970-71 13'38 

1971-72 23'34 

1972 -73 0'29 

5.47. During evidence, the Committee enquired as to why it was 
necessary at all !o pass any product through the Kerosene Refinery Unit, 
if the net realisation on the sale of products, not passed through this Unit 
was more than what could have been realised by selling the products from 
this Unit as superior Jce,rosene and Iomex, While admitting that the net 
realisation was more on the sale of products not passed through this Unit, 
it was explained that "Gauhati area needed a certain amount of superior 
kerosene, this bad to be brought from Calcutta to Assam, For this reason, 
the Unit had to be operated to supply the market. That can be met either 
by the process in the refinery or by importing Kerosene. If it is to bo 
imported one should pay for the cost of transport, The choice was in 
favour of refining it further and producing the superior kerosene to meet 
the requirements of the country," It was however admitted that "the 
original planning was not correct" and the Unit was "too large", 

5.48. The Committee fiDeI that the utilisation of capaclty of the Kero-
sene RebiDg Unit was ooly 18.90 per cent, 31.84 per cent, ll.61 per cent, 
19.33 per cent, 30.1 per cent, 17.1 per cent and 53.3 per 'cent of the 
designed capadty during the years 1966-67, 1967-68, 1968-69, 1969·70 
and 1970-71, 1971.71 and 1971-73 respectively •. The .bortfall in the 
utUisation of. capacity was stated to be due to sulJlJtandal ~ in tbe 
quality of crude resultlllg in lower pereea",e of kerosene produc:tlon th .. 
dult assumed at the time of des ..... the plant. Moreover coke kel'Olelle 
from tile Cokiag Unit could not be spared for process ... In this Unit as the 
same W811 required to be bladed Into diesel 00 and fuel 011. The C .... 
mlttee also DOte that the Unit could not be I'I1II contlaaoasly on HCOaIIt of 
proble .... of corrosion and low Inveatory of Sulpber dIoDde. TIle Co.""'" 

532 L.S,-S 
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are unable to appreciate as to. wby it Is not poSllWe for tile . Corpora. 
tion to locate the sources of supply of Sulpber dioxide In time· and take 
action well ill advance to IU'l'8Dge for tbe supply of Sulpher d1oIide. 

5.49. Tbe Committee were also informed that the Inferior kerosene bad 
a market and it could be produced without using tbe Kerosene Treating 
Unit. During the earlier years also there was the problem of finding a 
market for lomex. 

5.50. From tbe foregoing, the Committee are led to tbe conclusion that 
the Kerosene Refining Unit was set up ~'ithout assessing tbe quality and 
quantity of inputs that would be available for processing in this Unit and 
without carrying out a detailed market 'Survey for its product yield. The 
Committee regret to note that variation in tbe pi'oduct yield compared to 
the yield envisaged In tbe Tedmical Pr,}jectRepqrt l(~sulted In the loss of 
revenue to the extent of Rs. 35.57 lakhs during tbe years 1966·67 to 
1972.73. 

5.51. Tbe Committee recommend that Government should enquire 
into tbe circumstances leading to the setting up of tbis Unit witbout proper 
planning and a detailed market survey. Tbe Committee hope that at least 
now, in the light of tbe past experience, the Management would take 
advance action to ensure the availability of adequate quantity of Sulpbet' 
dioxide required for tile operation of the Unit and a"oid recurrence of 
problems Uke corrosion etc. so as to ensure continuity in operating the Unit 
and acbieving maximum output of the installed capacity. 
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5.53. Tho figures relating to the yean 1970-71 to 1972-73 are .. 
followl:-

(Qilantity In tonnes) 

1970-71 1971-1J. 1972-13 

Products Actual output Actual Output Actual Output 

Quantity %to actual Quantity %to actu'd Quantity %to actual 

Coking Gasoline 

Cokinl Keroseue-I . 

C.,kina Kerosene-II 

C:>king Ga. Oil 

Fuel Oil 

Residue 

Coke 

Gas 

Loss 

Slops 

%of the actual pro-
duction to design-
ed capacity. 

320413 
31850 

46534 

47804 

38S48 

34S67 

38889 

29147 

6880 

175 

outp;n 

7'6 21742 
10.7 33So6 

IS'1 SISSO 
16' I S2792 

13'0 39082 
1l.6 37080 
13' I 41224 

9'8 32677 
2'3 7031 
0'1 I9S 

100'0 316879 

output output 

6'9 216so 6'1 
10'6 32960 10'2 

16'3 537I 1 16,6 

16'1 S4BBS 17'0 

12'3 39654 12'3 

II'7 34743 10'1 
13'0 42OS8 13'0 

10'3 36S42 II'3 

2'2 1130 2'2 

121 

100'0 323454 100' 0 

loS'6 107'8 

5.54. The total output was more than the designed capacity during the 
years 1967-68. 1968-69. 1969-70, 1970-71 and 1972-73. 

5.55. The Committee were informed that the Unit had an additional 
inbuilt capacity of 10 per cent over the design. It was also stated that the 
operation of coking unit was regulated as per feed stock availability. The 
crude throughput in 197()"71 was low and due to low crude throughput, 
the production of reduced crude the feed stock for Coking Unit, was also 
low. 

5.56. From the table at pages 101 and 102 it is see that the per-
centage of gas and loss (together) duriog the past seven years was more 
than that envisaged in the Project design. In this connection the Manage-
ment stated tbat the Cokinj Unit was operated at a higher transfer 
temperature tbanthe designed level. 1bfs was mainly to improve, tbe 
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yield of Kerosenes, the cutter stocks required for blending of HSD, LOO 
and PO and also to reduce the yield of fuel oil which was a problematic 
stream for disposal in view of its low carbon content and high poor point. 
As a result of operating at the higher transfer temperature, production of 
gas was more than the designed level. 

5.57. During evidence the Committee enquired as to why the actual 
product pattern differed from that envisaged .in the project design. The 
Managing Director explained the position as foUows:-

"(1) The quality of crude has changed quite a lot. 

(2) We have to make a high speed diesel oil according to the speci-
fication and the specification which was given in the project 
design is not the same which we are producing now. 

(3) When the Rumanians designed this project, they thOUght that 
the fuel oil which was left as residue could be sold as fuel oil. 
But it was not the case. So, for these reasons, there has been 
a variation between the project and what we have been running 
now." 

5.58. Asked as to how the profitability of actual product pattern com-
pared with that envisaged in the project design it was stated as under:-

''We have done some calculation. We have found that it is almost 
equal. There is not much difference. But, at the same time 
in that refinery we have not been able to utilise all our gases, 
with the result our profitability in that refinery has been 
lowered. If we utilise all the' gases which are produced in that 
refinery, our profitability will be increased by another Rs. 10 
Iakhs. There is some difference between the project design 
and this." 

5.59. It was also stated that the product pattern followed durtng tbe 
actual operation reduced the profitability by Rs. 27.2 lakhs duriog the 
seven years 1966-67 to 1972-73. 

5.60. The Committee find tbat the perce.... of " .. " and "10M" 
together was more dum that en~ Ia the project deIip. The c ..... 
In the product pattern from the original deIIp bas ...... , resulted hi • 
loss of RI. %7.% lak .. darIag the year 1966-67 to 197%-73 .-I there woald 
8180 be a recuntag loss of RI. 10 JakIII pel' aDa... 1be CoJDJDittee 
recommead that the opentioa 01 the UDit sboaId be 10 replated tbat tbe 
procloctioo of gas b1 reduced to the mlD.lmma. Tbey'" recoaameed tbat 
Gol'el'llmeat/CorporadoD should eonsida' .-loaI1, tile feMIbIIIty of COD-
Tertiag tbe ps lIS fuel for dolDC!8tic toIMldllptioa ..... .oW • rediu'" IMI 
thereoa. 
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. O. Sale of Raw PetroleulIl Coke 

5.61. On 23rd June. 1961. the Indian Oil Company Limited, the ,sole 
marketiQg agents of Indian Refineries Ltd. (IRL) entered into an agreement 
with Mis. India Carbon Limited (ICL) for the sale of raw petroleum coke 
(RPC). The latter agreed to purchase from the- Company during the conti-
nuance of the agreement all the saleable petroleum coke to be produced by 
the Refinery. According 10 the agreement, the Corporation was to gtve 
notice from time to time to the purchaser of saleable petroleum coke avail-
able for delivery aod the latter was to take delivery thereof. The agree-
ment did not contain any penalty clause. The firm failed to clear the stock 
of coke in time on several occasions, with the result that large quantities of 
coke remairied· with the Company. 

5.62. The agreement inter alia provided for. the delivery of coke by the 
Refinery at its coke yard. The finn, however, made use of the Refinery's 
railway siding for which no recovery was made. The amount not recovered 
for the periqq upto March, 1970 was Rs. 2.50 lakhs. It has been stated by 
the Management that at the time of renewal of the contract in 1969, efforts 
were made to persuade the party to pay these charges, but it refused to 
pay on the plea that these charges were not paid by it earlier and that the 
siding was used also for purposes other than the transport of coke. 

5.63. In a written note the ManagemeDt explained the position as 
follows:-

"In the agreement signed with ICL for 7 years from June, 1962, 
IOC was to ma:ke RPC avaiable at the refinery cokeyard and 
the party was to uplift the product from the cokeyard at their 
expenses. If the party had employed manual labour bagging 
and moving RPC, the question of our imposing any extra 
charges should not have arisen. Temporary railway track had 
been laid to bring in materials of construction and because of 
the proximity of this track to the cokeyard, it was linked up 
with the track leading from the refinery cokeyard to ICL's plant 
to enable ICL to load wagons and haul the product to their 
factOry. Refinery's crane was used for this purpose and a 
cranage charge of Rs. 1.10 per MT was collected from ICL, 
and whenever refinery shunter was used, the party was paying 
Rs. 0.95 per MT as haulage charges. Our refineries division, 
have computed a cost of Rs. 2.50 per MT as cost of trans-
portatiOt'l cl 1 ton of RPC from our refinery cokeyard to TCL's 
siding using our refinery shunter. The amount of Rs. 2.50 
lalchsindicated is the total amount computed on the basis of 
non-payment @ Rs. 1.55 per MT by ICL since they were using 

their own wagons and shunters. Normally the railway siding 
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charaes are payable to tb:e RaiJwa)'s for placement of wagons 
by railways at a specified sid4tS aQd inasmuch.IUI party was/isi~ 
using its own wagons and was/is placittg its- wagODS. the queso. 
tion of siding charges payable to Railways does DOt arise and 
as has been explained above, it is only part of the cost that 
has not been recovered and IOC .also was not ill a bargainable 
position to insist on party's Pflyment of these. charge ... as tbey 
were not included in the agreement and WIiI subSequently: 
raised by the refineries during the. operation of the agreement.!" 

5.64. In respect of writing -oft Rs. 2.50 laldll, It bat beeD stated tat 
·'the Siding charges are not recoverable' as per agreement' and therefore,. 
the CroporatiOn has to to absorb this." 

5.65. The Committee enquired whether the use of .Railway siding was 
made even after March, 1970 and whether the IOC was so much dependent 
on this firm for the disposal of petroleum coke that it had to agree to this 
concession while renewing the contract. 

5.66. The Management stated as follows:-

·'Even at the' timei of rehewing the agr-eernent in 1969, the RPC 
~arket had Dot pibked up with the .additional production of 
90,000 MT of RPC at BaraunPRefinery/IOC bflid advertised 

widely on the availability C1f this product and despite these 
vigorous efforts, a business' of ohIy around f,OOO MT' per 
month, outside the calcination plant of ICL at Gauhatl did 
materialise. In view of this, IOC explored· intemational 
market and exported about 45,000 MT of RPC during the 
years 1966 to 1968 at prices varying from Rs. 80 to Rs. 93 per 
MT F.O.R. Barauni. 

Placed as we were with around 1,40,000 M.T. of RPC for disposal 
from Gauhati and Barauni Refineries whose production will be 
hampered if the same was not disposed at uniform rate, we 
were able to not only incorporate a penalty clause, which pro· 
tected IOC's interest in the case of non-movement of RPC by 
ICL from Gauhati Refinery but also covered up the shortfall in 
recovery on transportation cost of RPC from refinery coke-
yard to ICL as follows:-

Haulage charge. 
Cranage 
charge 

Previous , After 
Rs. RI. 

• o· 9slMT 34/hour 

. I' Jo/MT a'2,/MT 

total cost incurred by The above ompensa~ adequately the 
Refinery." 

. I 
J 



5.67. During evidence the Managing Director (Marketing Division) 
stated that "in the original agreement our under-recoveries were such which 
save the figure of Rs. 2t lakhs. Since then under recoveries have been 
reduced to paise SO per metric tonnes." 

5.68. With regard to the fixation of price for the sale of raw petroleum 
coke to MIs. India Carbon Ltd. the Management stated that in 1961 with 
the commissioning of Gauhati Refinery the then Indian Oil Company 
was faced with the disposal problem of raw Petroleum Coke 
(RPC), thrown out in huge quantities by the Coking Unit of the Refinery. 
The only other producer of Raw Petroleum Coke viz. Assam Oil Company, 
Digboi, was also facing similar marketing problem as no proper market was 
existing for this product. The bulk of Assam Oil Company's production of 
RPC was being sold to Aluminium Industry at a price of around Rs. 50 
per MT during that period and after commissioning of India Carbon Ltd. 
(ICL)'s plant they started supplying @ Rs. 110 per M.T. 

5.69. The problem was acute in that the Refinery could not hold more 
than 2i month's production of RPC and unless the movement of RPC was 
uniform and large, it would have necessitated shut down of the Coking 
Unit thereby reducing the crude intake of the refinery. Negotiations were 
started with ICC's offer to RPC at Rs. 180 per MT against ICL's demand 
for the product at around Rs. 80 per M.T. Finally the price was fixed at 
Rs. 124 per MT which matched Assam Oil Company best price for their 
products viz. Rs. 110 per MT plus Gauhati-Digboi freight amounting to 
Rs. 14 per M.T. 

5.70. About the fixation of price at the time of renewal of the con-
tract in 1969, it was stated that there was no market for RPC at tbat 
time and also when tbe price revision was made during 1969, the crude 
price was going down and therefore, only the devaluation on the rupee 
was taken into account. The price was negotiated and finalised at Rs. 165 
per metric tonne. 

5.71. During evidence the representative of Indian Oil Corporation 
(Marketing Division) stated that "under this agreement, the unfortunate 
thing WAS that there was no clause to provide for the increase in the price 
of this commodity during the pendency of this agreement, and that is 
why we ere stuck up with this price. In the case of Barauni Refinery, we 
have revised the 'price to Rs. 260 per MT based on the increase in the 
price of crude. 

5.72. The Committee enquired about the loss suffered by IOC in the 
sale of coke to MIs. India Carbon Ltd. with reference to the revised 
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price fixed in the case of coke sold by Barauni Refinery. In a written. 
note the Management stated as follows:-

"It has been possible for IOC to raise the RPC price to Rs. 260 
MT in the month of August. 1973 only because the entire 
productioB of RPC at Gaubeti Refinery is being sold to India 
Carbon Ltd. and a major portion of our Barauni production 
is being used in our own Calcination plant at Barauni leaving 
only around 30,000 MT per amum for sale to general trade. 
The general trade demand is currently in excess of the balance 
availability indicated above. It is only because of this factor 
toot IOC was able to realise a higher. price viz. 260 MT. 
On the other hand if we were to market the entire production 
of Gauhati/Barauni after taking into account Barauni Calcina-
tion plant requirements, then we would have bad a surplus. 
of RPC and We would then not have been able to realise 
a higher price. Furthermore, this would have adversely 
affected the operation of both the refineries. However, in: 
answer to the question. we would like to state that notional 
price differential on quantities sold to ICL ex-Gauhati at 
Rs. 165 MT against selling price of Rs. 195 MT from 4th 
August, 1971 aDd Rs. 260 MT from lit Alilgust, 1973 ex-
heaps at Barauni to general trade. would approximately 
amount to Rs. 30,00,000. However" we do not consider this 
amount to be a loss." 

5.73. Asked about the manufacturing cost of raw petroleum coke, 
the Ministry stated that:-

"It is not possible to work out the manufacturing cost of raw 
petroleum coke as s~ch from eny refinery and to the best of 
our knowledge this data is not available. Therefore, pricing 
of their petrolebm coke is entirely based on the economics 
of law of supply and demand." 

5.74. The Committee enquired whether the fixation of price merely 
on the basis of economics of law of supply and demand wall corred 
method. The Ministry stated as follows:-

"Under normal circumstances, particubrly in regard to the pro-
duction of by-products like Raw Petroleum Coke, it would 
be correct to assume that the price would have relationship 
to supply and demand. As such, the price is necessarily to 
be negotiated by the 6Uyer aM the aeller on a commercial 
basis. 
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Apart from this consideration, in an oil refinery, it is not possible 
to work out the cost of production of any individual product 
because the same raw material namely crude oil is utilised 
to produce a large variety of products with the same proces-
ing units. Allocation of costs. can, therefore, at best be an 
arbitrary process and would not reflect the true cost of pro-
duction. 

Incidentally, raw petroleum coke is not a formula product and its 
price is, therefore, not determined by the Government under 
the informal pricing arrangement in vogue, in respect of bulle 
.refined petroleum products." 

5.75. The Committee find that an agreement was entered into with 
'M/s. India (,arbon Ltd. (ICL) In June, 1961 for the sale of Ralw Petro-
leum Coke (RPC) ex-Gauhad. The agreement did not contain . any 
penalty clause in order to protect the interest of tbe C01"pOration In the 
case of non-movement of RPC by ICL. . On several occasions the finn 
failed to clear the stock of coke In time with the rcsult that large quantities 
of coke remained with the Refinery. 

5.76. The Committee furtber note that as per agreement, the Corpora-
tion was to make "RPC available at the Refinery Cokeyard and the party 
was to unllft the product from . the Cokeyard at their expense." . The 
Refinery's railway track, was, however, linked up with the track leading 
from the Refinery Cokeyard to ICL's plant to enable ICL to load wagons 
and baul the product to their factory. Mis. India Carbon Ltd. made use 
of the track but no recovery was made from the firm for usiog the tl'ack. 
The amount not recovered for the period upto March, 1970 was Rs. 2.50 
lakhs. The Committee are surprised to note that even while renewing 
the agreement in 196' no provision was made for the reC6verv of railway 
siding charges and Mis. India Carbon Ltd. continued to enjoy the facility 
free of cost. Acco.rding to the Management the existing under-recoveries 
to the extent of 50 paise per metric tonne continued to be incurred. 

5.77. The Committee are further informed that it was not possible to 
work out the manufactUl'ing cost of raw petroleum Coke. The pricing 
was based on the economics of 'law of supply and demand'. . (".,ovemment 
had also nol fixed any price for the raw petroleum coke as had been done 
in the case of bulk refined petroleum products. Thus the Corporation 
was free to negotiate the price from time to time on an ad-hoc basis. The 
Committee are surprised to find that the price of coke was not even linked 
up witb the price of crude. There was no clause in the a~ement with 
MIs. India Carbon Ltd. for the sale of coke ex-Ganhati to provide . for 
the increase in the prkeof this commodity during the pendenc~' of the 
8llrecment. Although the price of coke ex-Barauni has been fi~:ed at 
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lb. 160 per metric toaae, the sale of Coke-ex-Gaubati contlaued to be at 
.tbe rate of RI. 165 per metric to ... upto December, 1973 • per the 
.aareement sJped In' 1969. Natioaal price dllfereatial on quantities sold 
.to ICL ex-Gaubati bas been calculated at RI. 30 lakbs •• 

5.78. De Committee view with coacern the manner in wllicb the 
'agreement for the sale of raw petrolemn coke from Gauhati Refinery 
'was finalised with MIs. India Carbon Ud. They therefore, recommend 
,that tbe wbole matter regardiag the sale of coke to Mis. india Carbon 
Ltd. ex-Gauhati should be thoroughly investigated In order to fix respon-
.sibUity for the huge loIS suffered by the Corporation. 

5.79. The Committee further recommend that lie price of coke should 
be realistically fixed by Corporation keeping in view tbe current Increase 
in crude price and also the latest demand pattem~ 

• At the tim~ of factl\11 verification the Indian Oil Corporation have stated as 
,follows :-

"The CofpJration ha~ since cond'lcted negltiations with MiS. India Carbon 'Ltd 
and they have agreed to pilY revised price of RI 845' per M.T.with effect from 1-1-74 
t,) mltch the enhanced cn\dc price of US S 8' 48 BBL. This price is also applicable 
to coke being sold from Barauni and the price is subject to revision on the basis 
of cruie pric~. The firm hu agreed to the revised price in spite of a fixed price ajp:ee-
ment upto June. 1974. Thi~ will hring to the C)rpJration an additional revenue of 
over a crore of rt\pees." 
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5.81. From the above table it is seen that the cost of utilities and 
chemica1s per tonne of feed stock varied from year to year. 

Consumption of Chemicals 

5.82. The norms indicated by the Rumanians and tile actual Con-
sumption (in physical terms) of Sulphur-di-oxide tOJ;lDes of feed stock 
processed and of causaic soda per 100 tonnes of raffinate and extract pro-
duced was as follows:-

Year 

Design Actuals , 

1966-67 , 

1967-68 . 

1968-69 , 

1969-70 , 

1970-71 

197I-7l 

J97l-73 

Sulphur- C1118tic 
di-oxide Soda 

C:msump- C.,nsump-
tion per 100 tion per-

tonnes of tonnes of 
feed stock raffinate 

and extract 
pr,duce 

kg. Kg. 

391' 65 9'u 

191' 45 27'95 

294'41 43'24 

415'51 71'18 

373'67 79'42 

196'27 78'63 

248'48 64'29 

179'15 37'69 

5.83. The increase in the consumption of sulphur-di-Oxide in 1968-69-
was stated to 5C due to low inventory on account ot irregular supply end 
frequent interruptions in the unit operations. In 1971-72 it was due to 
vacuum pump failure for want of· imported spares. In the absence of 
vacuum pump air had to be vented from vessel vs which resulted in ex-
cess of SO loss. 

2 

S.84.The increase in consumption of caustic soda durinJ 1965-69· 
has been attributed to change in the caustic wash system to prevent-
caustic carry over to run down tanks and in 1969·70 it wu due to "ro-
ductiOD of hypochlorite solution required for A TF production. 
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Consumption of Utilities 

5.85. The norms indicated by the Rumanians and the actual con-' 
sumption of utilities per tonne feed stock processed in the Kerosene 
Refining Unit for the years 1966-67 to 1972·73 are given below:-

C)ns_~!!.lption of tltilities per tonne of Fee~ stock 

D~sjgn 66-67 67-68 68-69 69-70 70-71 71-72 72-73 

Power (in KWH) 31'0 30'77 30' 16 27'27 35'37 34'24 35'28 28'99 

Steam, (MT) 0'48,5 0' 16 0' 33 0'37 0'28 0' 34 0'41 0'34 

C'Jmp. Air (M3) I' 03 7'43 S'32 13'47 13'77 9' 17 9 9:> 4'77 

IND&REC Water 
eM 3) , 31' 0 29'23 39'27 60' 17 65'09 42'S2 45' 72 29'32-

I. 

5.86. It may be seen from the table that while the consumption of 
Power and Steam has been close to the indicate~ norms, the consump-
tion of, Compressed oil air water has been generally higher than the 
norms. 

5.87, The increase in the cost of utilities was partfy due to'lower average 
throughout per day resulting from longer period 0,£ operation despite res-
tricted throughput. The longer period of operation was necessary to tide: 
over the corrosion problems which would have arisen if the Unit had been 
kept under operation for short duration. 

5.88. As regards the consumption of utilities the Management stated as 
follows:-

"While it may be admitted that there 'Ire variations in the consump-
tion of utilities from year to year. , .......... the consumption, 
of utilities as shown'in the statement does not reflect the uti-
lities required for production alone, as utIlities required for 
maintenance have also been included in the same. It may, 
furtber be pointed out that at certain points of time, due to' 
corrosion problems, the coDlUmption of some utilities Wee com-
pressed air may 'bave been bigh, althouah the production was 
less." 

The bifurcation of tbe consumption of utilities for production and 
for mainteDanc is. according to management, Dot ponible. 

It bas further been stated thaf the cost of' Dfiljties is allocated' 
to differcirt unm on the ba1is of actualslestimated consumption. 
"Although there may be variations in tile coJItUmption or 
utilities and in the eosts".lJoca¥ ........ " .. tile om'8D eoIIt 
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of production of utilities also remain nearly fixed as this mainly 
consists of salaries, depreciation, interest etc. ....•..•.... .. 
As such the cost allocation due to utilities consumption does 
not represent the out of pocket expenditure nor can this be 

reduced propOrtionafely if utility consumptions were lower." 

5.89. Regarding the reasons for the wide variations in the consumption 
-of utilities, the Managing Director stated during evidence as follows:-

"As far as consumption of utilities is concerned, particularly with 
regard to the refineries which have been built with Soviet or 
Ruml\llian collaboration, we did not have enough meters for 
individual units." 

He added:-

"We are gradually installing these meters so that we can allocate 
the utilities in respect of each and every plant. We have al-
ready installed two meters. We will be installing another 

, meters in ciaht months time. We have introduced a system 
of technical auditing, SO that we can have better aUocation 
of utilities in a particular plant for which meter has been intro-
duced. We are in the process of doing this in all the refineries 
gradually so that our system of technicel auditing can be more 
etlectively utilised." 

5.90. It was also stated that Refinery went on stream in December, 
1961 . In the initial years efforts were mainly directed to stabilise unit 
operations. Since the overall consumption of utilities for the whole 
refinery was reasonable compared to the norms, the consumption of 
utilities in individual units was not followed very vigorously. With the 
establishment of the Technical Audit Cell in the refineries, this aspect is 
being given more attention. Additional meters are now being prOVided. 

5.91. The Committee note the wide variations iD the consumption of 
atilities from year to year. One of the reaIODIi is staled to be that utilitie • 
. for prodoctioa have not been separated from those for DUlintenance. 

5.92. The Com..... are surprII!Ied to find that though' the Refinery 
went 011 dream ill December, 1961, the Management had Dot installed 
meters to ascertain and keep 8 cbeck over tbe actual consumption oil 
utilities In the cIUIereat units. 

5.93. The C8IIUBIttee faD to mMlerstaad .. to why 'this important aspect 
.,. .. oftl'looked ........ The Coaaittee atress that n. ~ess of instal· 
Iatioa of ....... tile Re6neries ..... be expedited. NOI'IIUJ for various 
~ had aile .. beta Bad. . The CM"Dittee ... a.dIy emphasise 
diet wIdaout _ amnte sy __ 01 reeonHaa tile COItIIIDIpdoa of otiUtIes, 
1t .. DOt poalble to make .. bI tile system of costing 115 an iutrument of 
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<ootrol lad also work out the proc:e5Iing eost oa a realistic bull. De 
COIDIIIittee allO uqe that the teehakaI auditing should be iateuifiecl 10 
tIIat tllere should be aD etfeetive eoatrol OD eoasumption of utiUdes. TIle 
Coaamittee lIl'8e that there should be 8 proper assessment of the COIIJIIIDpI-
tiM of utilities on produdioa aDd malateD8llee ad detena1Datioa of costs 
.on a seientifie aDd accurate basis. 

L. Production of Llquified Petroleum Gas (LPG) 

5.94. In June, 1964 the Refinery authorities submitted a Project 
Report for the manufacture of 6,000 tonnes of L.P.G. per year (with 
possibility to increase it to 11,000 tonnes), at an estimated cost of 
Rs. 16.09 lakhs (excluding the cost of additional compressors and their 
installation) , the feed stock being the refinery gases from the Crude 
Distillation and Coking Units. 

5.95. The Rumanians also submitted a scheme for LPG manufacture 
for an immediate capacity of 25000 tonnes per annum and with potential 

.capacity of 6000 tonnes per annum as an integrated offer alongwith the 
proposal for expansion of Gauhati Refinery in September, 1964. 

5.96. The scheme from the Rumanians as well as the proposal of 
Gauhati Refinery were examined by a Committee of Technical experts. 
It was decided that the scheme for manufacture of LPG should be disas· 
sociated from the expansion proposal. The results/views of the Com-
mittee were conveyed to the Government in February, 1965. 

5.97. The Government, in view of the various considerations 
involved in the integrated offer from Rumanians, desired that the scheme 
for the manufacture of LPG be segregated from their expansion Project. 
This was discussed with Rumanians aDd later on a formal letter was 
written in October, 1965 to give a segregated scheme for LPG manufac-
ture. The revised technical offer was received from Rwnanians in 
February, 1966 which, on examination, was found to be sketchy and 
inadequate for reaclling ddftnite conclusions. Further discWlsions were 
held with Rumanian experts to provide a new offer keeping in view that 
no equipment installed in the refinery would be utilised for the LPG 
manufacture. 

5.98. This request for not considering any equipment already imtaUed 
in the refinery for LPG manufacture was in view of thtt Government 
-directive to start production of JP-4 at Gauhati Refinery urgently. In 
view of this the earlier thinking of utilising some of the ayailable equip-
ment in th~ refinery for manufacture of LPG at Oauhati had to be 
modified as the same equipment was required to be utilised for manufac-
ture of JP-4 which had higher priority as compared to LPG. 

532 L.S.-6 
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5.99. After discussions with ~ ,RUDWlians, the matter was agaib. 
ref~red to the Government and the Govermnent decided by the end of 
1966 tba~ further action be taken, on the basis of the LPG manufacturing 
sc~emeprep':'l:red by Gauhati Refinery. 

5.100. It thus took 21 years for the Government to take a final decision 
that the LPG Project need not be entrusted to the Rumanians but that it 
could be done by the roc departmentally. Thereafter the scheme was 
cleared and tenders were invited in 1967. 

5.101. In response to the invitation three offers were received but 
they were found to be higher than the refinery's own estimates. In 
order to bring down the cost it was decided in December, 1967 that work 
should be done departmentally to thc extent possible and the balance be-
assigned to contractors. 

5.1 02. Subsequently, the layout of the Bottling Plant was modified and 
the estimates were brought down to Rs. 17.097 lakhs (with a foreign 
exchange component of Rs. 1.20 lakhs) and were ~pproved on 30th 
January, 1968. 

5.103. Thus it took one year on the attempts made to obtain quota-
tions from Indian firms leading to the final decision to get the work done 
departmentally. ' . 

5.104. Action on this project was initiated from early 1968 and pro-
curement action started~'hich included 'supply of the storage vessels by 
Triveni Structurall\ Ltd. The order for the fabrication of equipment was. 
placed on Mis. Triveni Structurals Ltd. in June, -19b8. The scheduled 
date of delivery was 30th ·September, 1969. However, Mis. Triveni 
Structurals failed to supply the storage vessels on this scheduled date. 
The contract·with Mis. Trivcni ,Structurals was cancelled on 3rd Decem-

-ber, ,1970. ,hI a written reply the Ministry stated that the delay in com-
pletion of the project during this period was mostly on account of the 
failure on the ,part of Mis. Trivem, Structural! Ltd. to supply the storage 
vessels as contracted for. 

5.105 .. Bef6re ,the Refinery could get another set of storage vessels. 
the Refinery considered the alternate scheme of utiUsing a spaTe vessel .. 
available in the refinery as a temporary storage facility. This short-term 
scheme was implemented and LPG production was started from March, 
1971. 

5.106. When enquired by the Committee, whether the time taken in' 
the process was .quite normal, it was stated by the Management th.8t "the' 
lime was riot normal 'for a Project of this size but the whole thIng got 
tied~up. At that time Government -asked Refinery to produce JP-4 ~\1er 
(JP-4) and the "Refinery had to recast the programme." 
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S.107. The present production in the refinery was a little les5 than 
I t OOO tonnes per year. With the completion of the work: end installation 
of permanent storage, the production level would increase to 2,500 tonnes 
per year. The projeCt was expected to be completed by the last quarter 
of 1973. 

J. Delay in the Supply of Stonge Vessels by MIs. Triveni Structurals 
Umited 

S.108, Mis. TriveDi StructuraIs Ltd.--in a wl"ittcn reply informed the 
Committee that the order for the storage vessels was placed with them by 
the IOC on 6/7th June, 1968 and the schedule date of delivery was 30th 
September, 1969. The dished ends for these veslOels were sub-let on Mis. 
Anup. Engg. on 18th December, 1968. The agreed delivery for the-;e 
dished ends was by the middle of June, 1969. However, due to machine 
break-down and technical difficulties it was not possible for Mis. Anup. 
Engineering to adhere to the committed schedule. In September, 1969 
therefore a revised fabrication process was proposed for the dished ends 
which was referred to roc's consultants CMERI, Durgapur for approval. 

5.109. There was some delay on the part of CMERI. who finally 
regretted their inability to undertake tlte inspection of this job. The 10C, 
subsequently wanted the inspection to be entrusted to Mis. Uoycls, 
Mis. Lloyds, however, expressed .their inability to undertake the inspec-
tion of the vessels at TSL, since Mis. TSL had just started fabrication 
and as per L1oyds, TSL would not be having sufficient experience required 
to meet the specifications. As such' JOC intimated their intention to 
terminate the contract on 20th June, 1970. IOC finally cancelled the 
contract on the 3rd December, 1970. 

5.110. MIs. TriveDi Structural further stated "that delay accuring as 
a result of the inspection and testing of the storage vessels would be to 
the IOC's account". 

S.111. In regard to the inspection and the further details of events 
leading to the cancellarion of the contract, the IOC' however explained 
the position as follows:-

"On 24-2-1970 Gauhati Refinery informed Mis. TSL telegraphi-
cally that a team of CMERI and JOC representatives would 
meet on 2-3-1970 at Ahmedabad for discussion and inspection 
of dished ends and then proceed to BHEL, Bhopal for laying 
down the procedure for inspection of vessels. In reply to 
this TSL informed Gauhati Refinery on 25-2-1970 that the 
dished ends are being fabricated under the inspection of MIl;· 
LJoyds. Evidently TSL had unilaterally changed tbe Inspect-
ing Authority without even inforn,ting IOC in the last stage 
violating the terms of. the contract. 
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On 12-3-1970 it was decided at a meeting in Calcutta that the 
inspection of dished ends would be conducted by CMERI. 
However, they may accommodate Mis. Lloyds for spot checks. 

eMERI expressed their inability to take up inspection as per the 
fabrication schedule communicated by TSL on 10-4-1970. 
CMERI also asked for an exorbitant amount of Rs. 1.5 lakhs 
for inspection. 

On 30-4-1970 TSL suggested to allow Mis. Lloyds to insoect the 
dished ends. 

During CME (Gauhati) 's meeting with Mis. Lloyds represenLa-
tives on 10-6-1970 Lloyds informed that dished ends have been 
rejected by them due to manufacturing defects. As per Mis. 
Lloyds, the dished ends do not meet the required specification 
and have weld crack. 

TSL again proposed that CMERI should be persuaded for inspec-
tion of dished ends. This was in contradiction to their earlier 
suggestion of getting dished ends inspected by Mis. Lloyds as 
mentioned above. Moreover, it is doubtful whether CMERI 
would pass the dished ends which have already been rejected 
by Lloyds. From the above it is apparent that Mis. TSL 
themselves changed the inspecting agency from CMERI to 

Lloyds without even informing IOC in time. Once the fabrica-
tion was rejected by Lloyds they again wanted to switch over 
to CMERI. 

On 17-7-1970 in meeting TSL requested for 3 weeks time to review 
the entire position and advise their final position. This was 
agreed to by IOC and it was also suggested to TSL to look 
for alternate source of supply of LPG vessels viz. BHPV 
vizag e~c. who would meet Lloyds' inspection procedure. 

On 27-7-1970 TSL informed that BHPV can fabricate vessels 
conforming to ASME VIII only and not to BS-151 5. TSL 
had designed the bullets according to BS-1515 specifications. 
According to TSL it would mean redesigning of the vessels. 

IOC enquired from BHPV by telegram whether they can fabricate 
as per BS-1515. They confirmed by telegram that they can 
fabricate the vessels as per BS-1515 without any extra cost. 

It is therefore evident that TSL did not make any effort to explore 
the possibility of getting the vessels fabricated by BHPV. 

IOC referred the whole case to their solicitors to advise the course 
of action to be taken by them under the circumstances. After 
considering the various issues, the Legal A~viser suggested 

that the eMERI should be persuaded to undertake fht" inspec-
tions even though, according to solicitors also, it was doubtful 
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if TSL would be in a position to honour their commitments 
and any further action can be taken only after the inspections 
of dished ends is done. This JOC felt was not possible as it 
was doubtful whether CMERI would undertake the job and . 
even if they had undertaken, whether the result would be 
anyway different. 

Under the circumstances it was considered more appropriate to 
terminate the contract by mutual consent. 

On 31-10-1970 there was a meeting between MD(lOC) and MD 
(TSL) . It was decided in the meeting that the contract of 
LPQ bullets betwee~ IOC and TSL -can be terminated without 
any financial repercu~sions On either side. It was also decided 
that no party will lay any claim on the other for any damages. 

Consequent to this, on 3-12-1970 GM (Gauhati) communicated 
to MD ( TSL) confirming that the contract be treated as termi-
nated with immediate effect." 

5.112. Asked whether any penalty clause for the del-ay was included 
in the contract with Mis. Triveni Structurals Ltd. it was stated that a 
penalty clause was inocrporated in the agreeme~ with Messrs Triveni 
Structurals Limited for the supply of vessels which was as under:-

"The penalty shall be limited to 5 per cent of the balance work 
to be completed provided the supplies executed earlier have 
been in accordance with the agreed time schedule. If not, 
the penalty shall be imposed to a maximum of 5 per cellt of 
the tendered amOUDt." 

5.113. Regarding the delay in the supply of vessels, Mis. Triveni 
Structurals Ltd. stated tbat "delay occuring as a result of the inspection 
-andtestmg of the storage vessels would be to.the JOC's account". About 
the loss incurred by them as a result of cancellation of the contract, they 
atated as follows:-

"TSL had order-ed certain bought out items valued at Rs. 15,000. 
In addition, certain fabrication had already been in progress 
at HEL. Bhopal. to whom the fabrication work had been 
initial1y sub-let. Since the raw materials required for this 
job had already been receivcif from~ HEL Bhopal at a cost of 
Rs. 2.15 lakhs the total impHcation of this cancellation as on 
December. 1970 Was Rs. 2.30 lakhs approximately, out of 
this Rs. 2.15 lakhs can be considered as investment in raw-
material supplied by HEL., Bhopal, which was taken on our 
inventory. The net loss ~uffered by TSL therefore is 
Rs. 15,000 due to cancellation of this job." 
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5.114. The Committee enquired whether the loss undergone on ac-
count of the delay in supply of these vessels had been worked out and 
what was the national loss during the period in which LPG was not pro. 
duced. The Ministry have stated as under:-

"The loss on account of delay in supply of these vessels has not 
been worked out. It may be mentioned that the develop-
ment of LPG market is a gradual process and it is difiiculfl 
to assess the demand level of LPG in 1969-70 and 1970.71, 
had the vessels been delivered in time and LPG production 
commenced from Gauhati Refinery. However LPG was 
taken from Barauni Refinery and marketed in Assam area 
from the year 1969 onwards tm the production of LPG at 
Gauhati Refinery started." . 

S.115. The Committee enquired whether the financial implications re-
garding the can<:ellation of the contract had been considered and whether 
any responsibility for the loss incurred by both the parties vi:.. fOC and 
MIs. Triveni Structurals Ltd. as a result of cancellation of the 'contract 
had been fixed. In a written reply the Ministry have stated as follows:-

"IOC cancelled the contract with Mis. TSL because they expect-
ed that there would be further delays in commissioning the 
project if the contract with TSL was continued. The contract 
was cancelled after discussions between the two undertakings. 
Since IOC had awarded the contract to TSL and they in turn 
had to depend on other agencies to fulfil the contract, no 
investigation has been mad", by the Ministry to del.ermine the 
responsibility of individuals in the two Undertakings." 

5.116. The Committee strollgly depreatte the inordinate delay in the 
setting up of die project for the aumufndure of Liqui&ed Petroleum Gas 
(LPG) in Gaahati Re8nery. The ProJed which was Inititlted In Jllne, 
1964 was completed only now i.e. after about 9·112 years. It t~k 21 
years for the Government to take a ciedsion that LPG project need not be 
entrusted to the Rumanians bat could be done by IOC. It took another 
year to decide that the work should be done departmebtally instead of 
giving it to contractors. Order for the supply of vessels was placed lvith 
MIs. Triveni Structurals in Joe, 1968 after another six months, tbe sche-
duled elate of delil·ery 'being 301h September, 1969. Mis. Triveni Struc· 
tu1'8l'i could not adhere to the schedule and the contract with them had to 
lie cancelled In December. 1970. 

5.117. Mis. TriveDi Struc:turals eoDceded that they coald not adhere 
to the scheduled dates of delivery but for further delay they lald the blame 
on the JOC who according to them rould not arraage the inspection and 
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testing of the storage vessels. IOC on the other hand b18~ M/~., TriveDi 
Strudu ..... for llaYiBg unUatcriUy changed the Inspedion 'authority without 
.ven informing them thus violating the tel'JDli of fhl! contrad. ConfUdiag 
statement lIad been made Ity Mis. Triveni Sfructurais Ltd. and the JOe 
ftprdiq tile events leading to tbe calltelladon of "the contract. 

S.U8. The Committee rl~ret to note thl' delay in tbe supply of vesseb 
.resnlted in a 1088 not oaly to the Triveni s.t'udurals lJipJted but to the 
.refinery as during this period the Refiocl;)' gases Wete being ~ without 
converting into LPG. The LPG bad to be brought UOJD Banuni Refi-
nery and marketed in A9S8m area till the production of LPG at Ga ....... 
Refinery started. But after the cancellation of contract with Mis. Triveni 
StnlC:turallll it took allDOIt 3 years for die completion of the projed. 

5.119. The Committee are oonceroed to note that the Government 
Corporation have not found it necessary to calculate the loss suffered by 
the .refinery as a result of delay in the commencement of pl'Oduc:tion of 
LPG. 

5.110. The Committee recommend that (;ovemment sbould analyse 
;the c:auses for delay in the setting up o[ the Project with a view to 8xiDil 
respoDsibUlty and in order to ensure that suda 1apMe8 are avolcled in future. 

5.121. The Committee need hardly stress that the lR8I'ket for LPC 
mould now be developed in the area and the Man ... ~t should step up 
production in order to meet the entire demand for the area. 

K. Consumption of Fuel Oil Instead of Relioery Gas 

5.122, The Refinery commissioned in January. 1962 was designed 
to utilise most of the gas produced in the operational processes as heating 
fuel in the furna-ccs of the boiler bouse, distillation and coking units. From 
the very beginning, the ans compressors installed in the coking unit started 
giving unsatisfactory perfomlancc which was brought to the notice of the 
foreign suppliers from time to time between May and November, 1962. 
The General Manager reported in September, 1963 that the compressors 
were found to have been badly worn out and that, according to a frJreign 
expert, the compressor bodies required extensive reOOring. He again re-
ported in October, ] 963 that the capacity of the compressors was not ade-
quate to handle the full quantity of gas produced in the Refinery. On 16th 
December, 1963 he further stated that the supply of compre~'llr, with in-
-adequate capacity had resulted in a los .. of 30 M. t(,111~ of gO:!." every day 
at the Bare costing approximately Rs. 2,000 per day aDd that tillS los~ would 
'Continue until extra compressors were .provided to handle all the gas pro-
duced in the Unit. In February. 1974 the Chief Production Engineer also 
reviewed the position and stated thal as against the nonnal production of 
4,450 M~ of gas per hoUT. the capacity of comprt"s<;ors was 2,500 Mll 
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only and that the. quantity of 1,950 M8 of gas per hour was beiDa burnt 
at the fiare. He assessed the total financial loss due to the fiaring of gas 
durhlg 1962 and 1963 at Rs. 9,Z8,000. During 1964 and 1965, out of 
81,701 M. tons of gas prod~ced 31,892 M.tons of gas velued at Rs. 22.80-
lakhs were flared. 

3.123. Besides, owing to inadequate. compressing capacity of tbe 
existing comp~ssors, liquidtuel oil was being used as fuel instead of gas 
'in the Refinery. 'The total quantity of the fuel oil used during the three 
years ending 31St March, 1966 worked out to 65,561 M. tons .valued at 
Rs. 43.71 lakhs. " 

5.:1:2~. IIt,this connection, the Ministry stated (January, 1967) as fol-
]ows:-

\ 

"It is ,truff that ;this fiaIe can be reduced by the installation of' addi-
;tional gas compressors .... I ';00 closer examination, this is, 
being considered in collaboration with the problem of disposaf 
of off-specification furnace oil which wi11 be required to be dis-
posed of. Installation of compressors above will not avoid the 
flaring of: gas u~t'iI mar'ketis created for off-specification fur-

nace oit'whkh will be 'replace,1 by the gas." 

5.125 .. ·'· The flaring of gas was continued and further loss of Rs. 85.57 
,JaJchs Was incurred bY th~ refinery during the year J966-67 to 1972-73. 

• "! J 

5.126. The Management stated that this loss was unavoidable and' 
would persi~t until a market was found for coking fuel oil. During evi-
dence the Managing Director explained the' position as fo])ows :-

"This problem is there in that refinery from the beginning. Origi-
nally they thought whatever fuel oil they can produce can be 
marketed in India but later on it became the problem. After-
wards various schemes were considered as to how to dispose 
of the coking fuel oil but final1y we had to burn it in our re-
finery. Ultimately, what has been decided is that the thermal 
power station which is coming up at Chanderpura will con-
sume this coking fuel oil and when they start taking we will 
be able to solve this problem." 

~127. TIae Committee regret to note that the RefiDery incurred a loss 
of more thaD a crore of rupees in tile flart.., of gas which could have 
otbelwite bee. used • Iuel. It·g quite surprising diat during the past 
U yean, DO m.-ket bad been found for the coking fuel oil which W88 be-
ing ueed as fuel iDttead of gas in die Refinery. 

5.128. The CommHtee would like to know as to wby the economic 
feasibitity of siettiDa up a dlermal power statiOD utillsiDg the coking fuel 
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00 was Dot eumiIIed by Go"erameot earlier. They JIope tIaat witll tile-
IIeftIag up of the CbaDdrapur 'I1Iermal Power Station, the loIS in the ..-
ftaery· would be reduced to the mJaimum. ., 

L. Delay iD the Establisbment of FaclDtles 

5.129. On account of movement, spillage, leakage and dipping errors 
in the course of loading from the tanks to the tank wagons and tank lorries, 
loss of products occur. This results in the loss of revenue as we]) as the· 
payment of excise duty on the quantity lost. The loss of revenue during-
the seven years ended 31st Ma!l'ch, 1973 amounted to Rs. 33,28 lakhs ... 
detailed below:-

Year Amount Rs. 
---------

1966-67 .3'69 

1967-68 5'00 

1968-69 8'95 

191'>9-70 2·67 

1970-71 t- 89 

1971-72 5·43 

1972 -73 5. 65 

33'211 

~-----r--' 

5.130. With a view to reduce (by 50 per cent) the spillap 
and losses of products, the Refinery authorities proposed in July, 1968 tho 
installation of five tanks (of 200 M8 capacity) and teD pumps for tho 
loading of JP-4, ATF, MS, SK and IK at an estimated cost of'Rs. 10.36 
lakhs. The Chief Inspector of Explosives, Nagpur who was addressed 
on lst August, 1968, approved the location of the tanks and pump hou~ 
on 24th July, 1969. 

5.131. On 2211ld July 1969,. the Refinery authorities decided to revise 
the Batchloading Scheme due to introduction of self removal procedure foe 
the products but finding that there was no change in the new procedure, 
so far as levy of excise duty was concerned the revision of scheme was. 
dropped on 2nd September, 1969. 

5.132. Tenders for the mechanical and civil works were invited ora 
24th October, 1969 and 13th Decem~r, 1969 respectively and opened 01). 

15th January, 1970 the validity period beiJJg upto 15th April, 1970; 
Tenders for the electrical works were not invited. 



78 

5.133. As the expansion of the Refinery from 0.75 million tonnes to 
1.75 million tonnes which was under consideration, would have necessi.tatr 
.cd the modification of the scheme, the Refinery authorities decided on 
11th May, 1970 to defer the project till a firm decision on expansion was 

-taken. The earnest money was also released to the tenderer. 

5.134. On 15th May, 1970 the Refinery authorities again decided to 
.80 ahead with the project as the payback period was very attractive. Fresh 
tenders were, therefore, invited on 10th July, 1970, 19th March, 1971 and 
27th May, 1971 for civil. mecha nical and' electrical works respectively. 
The civil, mechenical and electrical works were awarded on 24th November, 
1970, 19/21st August, 1971 and 22nd September, 1971 respetively. The 
:,project was completed in OctoberlNovcmber, 1972. 

5.135. Thc Ministry gave the following reasons for the delay in the 
.establishment of facilities:-

(i) Time taken for taking approval of the Chief Inspector of Ex-
plosives. 

(ii) The establishment of the facilities was also linked to the de-
cision regarding expansion of Gauhati Refinery vis-a-vis estab-
lishment of new grass root refinery. 

(iii) Delays also took place after the work had been awarded to 
the contractor. These were (a) Contractor not being able to 
obtain steel and pipes for civil works (b) Heavy monsoon 
affecting the work (c) Late arrival of the bending machine of 
the mechanical contractor duc to floods (d) Delay in procure-
ment of structural steel by the mechanical contractor due to 

scarcity of the items (e) Late delivery of gate valves which'were 
to be supplied by refinery to the machanicaJ contractor, on ac-

count of booking restrictions. 

(iv) There was also some delay in the supply of drawings for execu-
tion to the civil contractor. 

5.136. It was added that except for the delay in supplying the draw-
ings for execution to the civil contractor, the other reasons were beyond 
the control of the Management. 

5.136. During evidence, the Committee, pointed out that the Refinery 
authorities decided on the 11th May, 1970 to defer the project till a firm 
decision on expansion was taken. But on 15th May, 1970 they again de-
cided to go ahead with the project. The Managing Director replied that 
''there was no quick decision on the part of the Management at variolls 
stages. To take a decision on this project, there has been Q management 

1apse." 



79 

5.138. The Committee regret to note that the Gaubati Refinery bad 
to incur a loss of Rs. 33.28 lakbs during the years 1966-67 to 1972-73 
on account of moument, spillage, leakage and dipping errors in tbe course 
-of lo.ading from the tanks to tank wagons and tank. lorries. There has been 
inordinate delay in the estahlisbmeDt of faciUties for reduciug this recurr-
ing loss. The Committee recommend that the Goverament should analyse 
the causes for delay at various st." and at various levels with a view '0 
fix responsibiHfy. 

5.139. The Committee would like to be . informed as to what edent 
it has been possible to reduce the loss as a result of establishment 01 the 
facilities. 
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BARAUNJ REFINERY 

6.1. The Barauni Refinery with an initial processing capacity of 2' 
million metric tonnes per annum was set up with the assistance of the-
Government of USSR in accordance with an agreement concluded between 
the Government of India 'Bnd the Government of USSR in September, 1959. 
Under this argeement the 'Government of USSR agreed to give credit upto 
]00 million old Roubles at a rate of interest of 2.5 per cent repayable in' 
12 years. The construction work of the Refinery was started in the latter 
half of 1961 and the first million tonne capacity of the refinery went on 
stream from July, 1964. The second stage was completed in February, 
1966 and the 3rd stage, comprising lube oil complex, was commissioned' 
in November, 1967. 

6.2. The Refinery has subsequently been expanded in 1969 to 3 mil-
Iiori tonnes per annum capacity by adding one Atmospheric Unit of one 
million tonne capacity with the assistance of USSR. 

6.3. The Refinery now consists of the following main processing' 
units:-

2 Atmospheric Vacuum Units and 1 Atmospheric Unit 
2 Kerosene treating units 
1 Coking Unit 
A Lube oil complex comprising 3 units 
1 Bitumen unit 
A Power Plant, and connected auxiliary services. 

6.4. Later in 1971, a coke calcination Plant has also been added to cal~ 
cine raw petroleum coke prodoced at the Refinery. 

6.5. The major items produced in the Refinery are the Motor Spirit, 
Superior and Inferior Kerosene, High Speed Diesel. Light Diesel Oil, Fur-
nance Oil, Naphtha, A1F, JP-4, Bitumen, Lube Oil, LSHS, LPG, Petro-
leum Coke, Calcind petroleum Coke and Phenol extract. 

A. Project Estimates and Ac:tuaI Expenditure 
6.6. The following table indicates the originl estimates of the Refinery 

for the capacity of 2 million tonnes prepared by the Soviet experts ~rior 
to the preparation of working drawings (including facilities to be prOVIded 
by the Company, such as land, township, water works, sewerage etc.), the 

80 



81 

'rev~sed estimates, the date of revision and submission to Government for 
theIr approval and the actual expenditure as on 31st March, 1973. 

Original B~timltes 

37' 17 

(Rs in Crores) 

R:vised Date of revision and Actual 
Estimates submission to Govr.expenditure 

38' 2 [ 

40'17 

44 '[4 

47,27 

47.46 

for their approval as on 31St 
March. 
1913 

46'63 

Sep ember, r96r 

July, 1965 

March,1969 

July, 1971 

6,7. Sanctions to estimates for some of the constituents of the project 
given by Government upto June, 1962 amounted to Rs. 32.46 crores. The 
Management have informed the Committee that "the matter regarding the 
'final approval of the complete Project cost is at present under correspon-
dence with the Government of India." 

6.8. During evidence the Committee pointed out that the Refinery for 
2 million tonne capacity was commissioned for trial runs in July, 1964 
whereas the Project estimates had not been sanctioned by Government 
.even uptil now. The Additional Secretary stated as follows: 

"No feasibility report as sw;:h was prepared. It is not a very COf-
rect procedure that has been followed. They should have 
done, that. But they went ahead with this project on the basis 
of some kind of cost estimate. Then, they were asked. to make 
a detailed estimate and also give reasons for various extra in-
creases. 'VIlen this matter was placed before the Ministry of 
Finance, they pointed out that under certain items the cost had 
increased. and there were also some disputes on payments to 
the contractors. and the JOC was asked to furnish further de-

1 • tails. The LO.C. took quite some time in giving these de-
tails, and the revision' of the cost estimates was made from 
time to time. The only control which Government had on 
this project was that while submitting their capital budget from 
time to time they had informed ,Government of the revision 
.of cost estimates. 
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I must say that there has been delay in sanctioning of this esti-

mate." 

6.9. In this connection, the Financial Adviser stated that "certainly, 
from the point of view of expenditure control, this is not a satisfactory 
way of doing business. The correct way of doing business would be to have 
the project estimates sanctioned and then watch the progress of expendi-
ture against the sanctioned estimates." 

6.10. Tbe Committee take a serious Dote of the fact that although the 
Barauui Refinery with two million tonnes capacity was commissioned for 
trial runs in July, 1964, the COODplete cost of the project has not yet heen 
approved by the Government. Sanctions given upto June, 1961 to the 
extent of Rs. 31.46 crores !have been accorded by GO,vernment to some of 
tbe constituents of the Project. Thereafter these estimates have been re-
vised by the Corporation several times aDd the Corporation continued with 
the work on the Project iD anticipation of Government's approval to the 
revised estimates. An amount of Rs. 46.63, crores has already been spent 
on the Project. The Committee are also informed that no feasibility re-
port was prepared. It bas been admitted by the Additional Secreatry of 
the Ministry tbat the corred procedure was not iJoUowed. 

6.11. The Committee have been repeatedly emphasising in their re-
ports* that it is not correct to go ahead with the execution of a project 
without proper scrutiny of the feasibility Report therefor and an appro-
priate sanction of tbe project estimate. Tbe Committee need hardly stress 
that the revised estimates of the Project should not merely be a comple-
tion report of the Project but should sene as aD instrument of financial 
control. They, therefore, reiterate that the total commitments on a pro-
ject sbould be prepared as realistically as possible in the beginning and 
should be auOable to Government and Parliament before a Project is np-
proved. The Committee highly deplore the delay on the part of the Gov· 
ernment/Corporation in finalising the estimates. ney would like that res-
ponsibility for the delay should be fixed. The Committee recommend fhat 
the revised estimates should be finanlised without any further delay. 

6.U. The Committee also reiterate that tbe implications of the in-
creased caphal investment on the eCOnomics of the Project should be criti-
cally RODe into Ind brongbt to tbe notice of ParUament liS recommended by 
the Committee In paragraph 1.10 of their Thirty-Nlntb Report (Fifth Lok 
Sabba). 

"Please see Eighreenth and Th;rty-Ninth Rt'porls of the Committee on Public 
Undertaksngs (Fifth LClk Sabha). 
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B. PrOduction Performance--AtmOlpberie Vacu.. Unbs I aad II ..... 
Atmospheric Unit III 

6.13. The total crude, oil including slops processed in the three units-
from 1966-67 to 1968-69 is shOWD ~low:-

(Tonnes in laths) 

Year 

1966-67 , 

1967-68 . 

1968-69· 

Designed 
cap Jcity 

20'00 

2000 

21'73 

CrUde 
oil pro-
cesKd 
(actu? l) 

II' 46 

16 59 

17'91 

• Shoct fu II 

quanti:y Ptrcent-
Die of 

design ed 
c?plcity 

8,54 42'70 

3'41 17'0S' 

3 82 17.58" 

·~tm)ghp~ric Unit III WJS com11lissione~ in Jant'.ary, 1969. D~ring Janu'l;;;-M~rch 
1969 It processed o.34lakhs tonnes of crude 011. The U'11t WdS mainly operated to observe 
in detail the performlnce of various eqt:ipmo;nts. 

6.14. The AVUS I " II processed a lesser quantity of crude oil dur-
ing 1966-67 to 1968-69 than their designed capacity of 2 million tonne .. 
per annum. Assuming that these Units are capable of attaining 60 per 
cent of the rated capacity in the first year of production, 80 per cent in 
the second year and 100 per cent in the third year, the shortfall in thO' 
quantity of crude oil processed works out as under:-

Year 

1966-67 

1967-68 

1968-69 . 

Shortfall (lonnes) 

42 3280 

6.15. The shortfall in the throughput has been atributed (July, 1971) 
by the Management to the following reesons:-

(i) Time-lag between the starting of different Units; 
(U) Lower capacity of the Coking Unit; 

(iii) Irregular operation of Lube oil complex/Bitumen Unit; 
(iv) Build-up of the reduced crude/L.S.H.S. stocks during 1%6. 

1967 and 1968, creating problems of tankage availability; 
(v) Shut-down of the Refinery for 13 days in March, 1968 as per 

directive of the Government (80,000 tonnes); 
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(vi) !Excess supply of crude oil (35,568 tonnes) to Gauhati Refi-
nery during 1967-68; and 

(vii) Shut-down of the Refinery fol' 23 days in October, 1968 due 
to breaches in the crude oil pipeline on· account of floods in 
Teesta River (1,40,000 tonnes). 

6.16. Taking into account the problems in the secondary processing 
"lInits and the factors mentioned above, the quantity of crude oil that could 
lbave been processed during '1966-67, 1967-68 and 1968-69 in the two 
-Units and the actual quantity processed are mentioned below:-

Year 

1966-67 

1967-68 

1968-69 

Maximum qU81'tity 
of crude oil which 
could have been 
processed 

II,S7,OOO 

16,61,000 

17,60,000 

(In tonnes) 

crucle oil Shortfall Percentage 
actually of 

rcrocessed shortfall 
(xch:ding 
slops) 

II,13,88S 43,115 3-7 

16,29,62 S 31,375 J' 9 

17.67,129 

6.17, The total crude oil including slops processed in the three Units 
.during 1969-70 to 1972-73 is shown below: 

Year 

1969-70 

1970-7 1 

1971-72 

1972-73 

Designed 
capacity 

30 

30 

30 

30 

(Tonnes 

Crude oil 
processed 
(actunl) 

21'12 

22' 19 

23'09 

24'26 

in lakhs) 

Shortfall 

Qllantity Percentage 
of designed 
capacity 

8·88 29. 60 

7'81 26'03 

6·91 23.03 

S'74 19' 13 

._--_ .. _----------- ._-.,.------------
6.18. It has been stated that the installed capacity could not be utilis-

~ fully during these years due to limited crude availability from Assam 
'fields. In 1972-73 throughput was slightly more than the, previous years 
because processing of imported crude was started in Atmosphere Unit III 
from December, 1972 onwards in addition to the crude available from 
Assam fields. 
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6.19. The COIIIIIdltee ha.e elsewhere in this Report dealt ia defai.I the 
..... of aader-utilisatioD of the refbaiag atpIIdty at tile BaruaI ReI-
aery. They would like to stress dlat aU out efforts should be made to faIy 
atiIfse the. available c:apadty ia the Publk Sedor' Reftaeries .... the ques-
fiolt of further expansion sItould be considered only after realistically IIS8e8Il-

iag the aYBilabmty of iDdigellOU8 and imported crude .ad after a finn cca-
m.lt:Daeat ttaerefor f8 made. 

C. Produdioa PerfOl'llUlDee--Ker08elle Treatiag Va1t8 

6.20. There ere two Kerosene Treating Units at the Barauni Refinery 
each with a capacity of 3,00,000 tonnes per year. The Units were design-
ed with a view to upgrade the Kerosene produced from two Atmospheric 
Distillation Units and the Coking Unit. The products proposed to be 
obtained from the two Kerosene Treating Units were superior kerosene, 
inferior kerosene and aviation turbine fuel alongwith the resulting aromatic 
extracts. According to the Detailed Project Report 2,70,000 tonnes per 
yeac of Kerosene feed Stock obtained from the Atmosp"eric Distillation 
Unit No. J was to be treated in the Kerosene Tre'ating Unit No. J to 
produce superior kerosene, while 288,000 tonnes per year of kerosene feed 
stock consisting of 210,000 tonnes per year from the Atmospheric Vacuum 
Unit No. II &nd 78,000 toones per year from the Coking Unit were to be 
'treated in the Kerosene Treating Unit No. n in a block wise operation to 
produce aviation turbine fuel and inferior kerosene respectively. 

Kerosene Treati", Unit I 

6:21. The table below indicates the designed processing capacity of 
Kerosene Unit I and the feed stock actually processed during the seven 
years ended 31st March, 1973. 

(In-wIllIeS) 

Quanticyoffeedatod; ~ly prooeued 
Designed 
capacity 1!)66-61 1961-68 1968-69 1969-70 1910-71 

Feed,rock 

Percentage to desi-
gned capacity 

1971-73 

Feed stock . 330808 

ercemage to desiped capeclry . 118· 8 

S3aLS-7· 

107.8 106·1 131 '9 
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6.22. The quantity of feed stock processed during 1968-69 to 1972-
73 include the quantity ~d through splitter column of Kerosene Treat-
ing Unit II. ]t has been stated that the splitting operation is being carried 
out in Kerosene Treating Unit II alongwith the Kerosene Treating Unit 1 
operation whenever necessary or in both the Units during the shut down 
period of Kerosene Treating Unit I to meet cutter stock requirements. 

6.23. It has been stated that this unit has an in-built capacity of 4 to 
5 per cent oyer the design. 

6.24. The main reasons for the low throughput during 1966-67 and 
) 968-69 were as follows:-

19~67-Non-availability of adequate quantity of feed stock on. 
account of lesser quantity of crude oil processed and bigh 
stock of superior kf:t'OSeDe. 

1968-69-Inadequate availability of sulpherdioxide. 

/(uo!ime TretJti", Unit 11 

6.25. Kerosene Treating Unit n r;et up at a cost of Rs. ) .24 crores· 
(including the cost of intermediate tankage) was completely idle from 22nd 
December, 1965 (date of completion) to lst May, 1968. It was used for 
93 days and 80 days during 196R-69 and 1969-70 respectively. The Unit 
was operated for splittini up of kero-distillate during the shut down of 
Kerosene Treating Unit I. The Unit was also used fOr hypochlorite 
treatment of superior kerosene raffinate and heat treatment of kerosene raffi-
nate for the production of A 1F, after carrying out certain modifications. 

6.26. The creation of extra capacity in K~osene Treating Units Nos. 
I & II vis-a-vis the availability of feed stock, and consequent Don-utilisation-
of Kerosene Treating Unit No. II was considered by the Committee on 
Public Undertakings in paragraphs 96-100 of their 36th Report (Third Lok 
Sabha-March, 1967). Government informed the Committee on 25tb-
Aptil, 1968 that the Second Unit was likely to be utilised when Atoms-
pheric Unit No. m went on stream. The Atmospheric Unit III was com-
missioned in January. 1969 but as already discussed in Olapter II. Atmos-
pheric Unit III could not be put to effective use till November. 1972 l»-
cause of non-availability of crude oil. 

6.27. Even after the Atmospheric Unit started proceslring imported 
crude oil, the Kerosene Treating Unit II could not be operated as kerosene-
obtained from the Middle Eastern crude oil did not require lUlpbur dioxide 
extraction. 

6.29. The Management have stated that the "redundancy of second' 
Kerosene Treating Unit arose out of clanges in crule quality and cbanp 
in marketing specifications for HSD which are beyond anYODe'. control." 
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6.30. During evidence the Management stated that "whatever t.ero-

~cne was produced from 2.2 million tonnes of indigenous crude, it waao 
processed through one Unil and that WlIS enough. It had been decided to 
utilise the Kerosene Treating Unit II for the Bonge Refinery which 
would be commissioned in 1976. The cost of dismantling and l.ti.st.1l1ing 
it that Bongaigaon would be Rs. 25.00 lakhs." 

6.31. The Committl'e regret to Dole that the Kerosene Treating llnit II 
wbid! was set up at a cost of lb. 1.24 aores in December, 1965 Willi 

practically idle since its COIIDIIIissionlng except for 93 days In 1968-69 aDd 
80 days in 1969-70 when kerosene T~ating Unit I WM shut down. Goy--
tlmment, bowever, expected that this could' be utilised wben Atmospberk 
Unit m went on !'1ream. Even alter Atmospheric Unit 01 started procell-
slog imported crude, Kerosene Treating lJnit II could not be operated 88 the 
kerosene obtained from the Middle East did not requift ~ulphnr dioxide 
ntradion. It bas DOW been decided to utilise Kerosftle Treating Unit U 
ill tile Boogaigaon Refinery wbkb is e~cted to be collUlliBsioDed by 1976 
ad the cost of dlsman~ and iDstallinB the unit at Bongaipon Re8nery 
would be as. 25 Iakhs. 

6.32. The Committee feel perturbed that the Keroseae Treating Un.i& 
II was set up at a cost of Rs. 1.24 crores without proper plann~ and wldt--
oat II proper assessment of the feed stork that would be available for pr0-
cessing thus resultinl in unnecessary locking up of capital for almost 11 
yean till the Bonpipon refiaery would be commissioned. 

The Committee recommend that thi~ audfer should be thoro ..... ,. .... 
~estigated with Q view to filling rHpODSihilify for the huge Io!Is suffered by 
file Refinery. 

6.33. The Committee al80 fiad that thougb the Kft'OSeIIe Treadaa 
Unit I was statl'ti to have an in-built capacity over the above its desiped 
napacity Its uflIiaadOli was only of the order of 68.7 per cent aud 75.6 per 
~t during 1966-67 aDd 1968-69 respedively. T1te HtitiSRtioo d~ 
1969-70 to 1972-73, OOwe-ver, ~ from 106 per cent to 132 per ceaL 
TIle utilisation In 1970-71 ~as as hildl 118 132 per cent. 11te Committee 
detiire that tile actual in-buHt capacity of the Uniol'! should be properl, 
assessed so as to enable the Refinery' to utilile it to the maximum and tv 
('orredl~' evaluate the perfonnan«. 

D. Production Performa~-Co~ lJDit 

6.34. Thi.s Unit was commissiooed on the 7tb October, 1964, WilhiD 
~ !<hort time. it was apparent that it would not be pos~iblc to produce 
farDice oil in accordance with specifications laid down in the Detailed Pro-
jt."'C1 Report. The result was that the off-sD!!Cification furnace oil com-
ponent produced at the Unit accumulated to the maximum of storage capa-
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city available and brought the Refinery operations to a stand-still in Decem-
ber, 1964. It was found that both the quality and quantity of furnace 
oil component (coker fuel oil cut) obtained from the Coking Unit differed 
considerably from that given in the Detailed Project R.cport, thus aggravat-
ing the situation and .making it impossible to dispose of all the Coking Unit 
products as to produce on specification finished products. 

6.35. The difficulties in the opertltion of the Coking Unit at its desigclld 
capacity of 2,000 tonnes per day (6,00.000 tonnes per year). the produc-
tion of finished products according to the specifications given in the Detail-
ed Project Report and the consequent effect on the operation of the Re-
finery as a whole were discussed by the Committee on Public Undertakings 
in paragraphs 88-95 of their Thirty Sixth Report (Third Lok Sabha-
March, 1967). 

6.36. The Committee on Public Undertakings (1966-67) expressed their 
distress to note the failure of the Indian authorities in having accepted the 
Detailed Project Report which very clearly indicated that furnace oil of 
Indian specification could not be produced in the Coking Unit. 

6.37. On the recommendations of the Russian collaborators major 
modifications in the Unit Wele carried out during November-December, 
1966 at a cost of Rs. 44.2 lakhs (exclusive of free replacements of the 
value of Rs. 6.6 lakhs by the Russians) with a view to operate the Unit at 
the designed throughout and to obtain on-specification marketable 
products. 

6.38. The total feed stock processed during 1966-67 to 1969-70 was 
3.34 lakh tonnes, 5.63 lakh tonnes, 5.90 lakh tonnes and 6.87 lakh tonnes 
respectively. The shortfall in the feed stock processed dur:ng 1967-68 has 
been attn'buted to teething troubles after the completion of the major 
modifications. 

6.39. The loss due to shortfall in the actual yield as against the product 
yield as per the Detailed Project Report amounted to Rs. 28.01 lakh dur-
ing 1966-67 to 1969-70. 

6.40. The Management stated (July- 1971) as follows:-

(i) The designed materials balance indicated by the Russians at 
the time of supplying the final data for modifications and sup-
plementary equipments pertained to the heater outlet tempe-
rature of SlOne. It was, however, considered prudent to 
operate the coking plant at a lower severity and the heater out-
let temperature has been maintained around 505°C-
50lloe resulting ;11 the difference in yield. The operation at 
low temperature was resorted to safe.guard against unplanned 
shut-downs and possibility of DOn-availability of '. il1J.PQrt~~ 
equipment for repairs, keeping also in view the very tight mate-
rial requiTcment of products all the time in the country. 
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(ii) ........ Under low severity operation. gas production comes 
down which enables corresponding amount of higher consump-
tion of reduced crude for internal use. Since the reduced 
crude production was the determining factor for the refinery 
crude intake, low severity operation and low gas make means 
higher crude intake, for the refinery." 

6.41. In April, 1972 it W8S1 however confiI1lled by the Ministry that the 
Coking Unit had been operated at 51 QOC without any difficulty with respect 
to the equ}pmen~. Thus the main reason for operatlng this Coking Plant 
at lower severity was the anxiety of the Management to restrict the produc-
tion of gas 80 as to ensure higher consumption of reduced crude as fuel 
which otherwise posed a disposal problem. Even the reduced quantity of 
gas produced was not being fuUy utilised as fueY resulting in huge loss to 
the Refinery. 

6.42. During evidence the Corn."llittee enquired about the additional 
loss being incurred by the Refinery as a result of restricting the production 
0{ gas which would otherwise have been used as fucl. They also enquired 
about the stePs t3ken to ensure disposal of reduced crude otherwise than 
as fuel so as to enable the Coking Unit to operate ~t full severity and 
thereby achieve full economics as envisaged in t~c design manual. The 
Management stated as follows:-

"In the past. due to the problem of the disposal of the residue. we 
had to flare gas. But, during the last three years, this pro-

blem has not arisen, because, production of the residue has 
come down substantially. This is because of certain reasons. 
Firstly. we have increased the production of gas oil. Secondly. 

the phenol extract, which was previously going to the coking 
unit is not going now. We have got a market. We are DOW 

selling at the rate of about 45,000 tannes per year of this ex-
tract for the production of carbon block. Lubricating oil plant 

is now running at rated capacity and on the top of that. off-take 
for the low sulphur residue has also gone up, because, the steel 
industry is now using low sulphur fuel for steel production. 
For all these reasons, now, the residue disposal iE not a pro-
blem and the flaring which was being done a few years back-
some three years before is no longer being done. \. 

6.43. Asked whether it was not being flared at a1J" it was stated that 
they were doing normal flaring which any Refinery had to do. This had 
been reduced to the minimum extent. 

6.44. The feed stock processed during 1970-71 to 1972-73 w~ 6.18 
lakh tonnes, 6.33 lakb toDDeS and 6.19 lakb· toQIles respectively. During 
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these years the actual product yield as compared to modified d\!signed has 
resulted in a gain as indicated bclow:-

1970-71 

1971-72 

1972-73 

(+) Rs. 23.75 lakhs 

( +) Rs. 31.17 lakhs 

( +) Rs. 15. t 7 lakhs 

6.45. The processing loss during 1972-73 was 3.3 per cent which ill 
considered to be high. The loss is mainly because of the following 
factors:-

(i) the number of interruptions in Coking Unit was mOre as com-
pared to previous years giving rise to more loss. 

(ii) During November 1971 to January 1973 the gasoline inter-
mediate tank was under repair and maintenance as a result ot 
which these tanks were by-passed and the product was senl 
directly to main storage tank along with other streams. There 
was, therefore, a difficulty of asseSsing the actual quantity of 
coker gasoline taken into the main storage tank which was 
receiving other streams also. Consequently, the correct mate-
rial balance of the unit could not be worked out leading to 
exhibition of higher processing loss of the unit. 

6.46. '!be Committee find that after commissioning of the Coking Unit 
of the B.raODi Refinery in October, 1964 it was discovered that it was not 
possible Ito produce furnace oil of the specifications laid down in tbe l>etail. 
ed Project Re~rt as a result of which major modifications bad to be earri-
ed out in November-December, 1966 at a cost of Rs. 44.23 lakhs. Even 
.... the modifications, tbet'e bas been considerable shortfall in the actual 
yield 811 apiDst the product yield enviS8flCd in the Detailed Project Report. 
The loss due to shortfall amounted to Its. 28 lakbs during 1966-67 to 1969. 
70. The Unit bad to be operated at lower severity in order to restrict the 
production of gas so as to en.'1urc bieber CODh1Jmption of reduced crude as 
fuel which otherwise posed a disposal problem. Even the reduced quantity 
of gas produced could DOt be utilised a" fuel re5ultinl in c:onsideraltle 1088 
to the Refine'l1·. 

6.47. 'The Committee feet that market facilities for reduced crude should 
Dve been developed in time 10 85 to synchronise with productiOil aad 
thereby the huge loss to the Refinery avoided. 

6.48. T'aJe Comm.ittee 'Would ak~ corporatiOn to make sure bat ~'1 
and odler b~'-product!i arising in tlUs Plant were put to maximum prodac:-
ttv.! ltHe nnd tIIat tile gas flared ,,'88 absolutely u118vDidable. 
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E. ProcIDction ~ 011 oompIe" 

6.49. The Lube Oil Complex COD.tiJts of 3 units Phenol f.:xtraction 
Unit, Dewaxing Unit and the Contact Filtration Unit. • 

. 6.50. The table below indicates the total designed capacity of the 3 
WIts and the actual production during 1967-68 to 1972-73:-

Yar 

1961-68 . 

1968-69 ' 
'1969-70 • 

197f>o71 

1911-7% 

1972-73 

Designed Actual Pen:elltlge 
capacity production of actual~ 

(Tonnes) (Tonnes) to desi-

46,000 [,791 

46,000 1%.938 

46,000 31,715 

46,000 47.699 

46,000 47,154 

46,000 49,163 

,ned 
capacilY 

II' J 

18'1 

68.9 
103'7 

102'$ 

107' t 
._--_ ..... __ ...... _ .... _--_ .... _--_ ......... - .. - ._----, .. _----._--
6.51. The non-utilisation of the installed capacity upto 1969-70 was 

duc to the fact that the lube oil produced could not meet the specification 
of the products which were in greater demand. As a result, production of 
800 pale lube oil was taken up in March 1969, as a measure of diversi-
'lcation. 

6.52. The loss incurred due to under utilisation of lube oil complex 
during the period 1967-68 to 1969-70 is about Rs, 50 lakhs as detailed 
b=1ow:----_ .. --_._ ... _ .. _--_._------_. 

Year 
As per Achive- 'Acta I 
de&isn able penoe-

target mane!." 
ttr 

I.O,C. 

Shortfall Lola of 
Under-

utili.ation 

----_._ .. --_. --~~.-~--------~.-.- .. ' .. - . __ .... _-----
Rs, in I..aklu 

1961-68 15300 9180 7604 1576 0'77 

1968-69 46000 3J667 10710 19957 17' 35 

1969-70 . 46:lOO 39866 3'S%3 8343 %2' 3 S -----_ ... .----' .. ~.-----,-- ..... -

6.53. In working out fle achieveable target in column 3 of the table 
above it has been assumed that in the first year of operation 60 per cent, 
acolld ,ear 80. per cent, third year aad Oft~ .tOO per "nt . are tho 



92 

achievable targets. Since 1 cno.. 71 the Lube Complex has achieved pro-
duction more than the designed capacity. 

Idle FaciUties 

6.54. The Refinery was ~uipped with the compounding facilities for 
base stock of lubricating oils and additives at a cost of Rs. 29.61 Jakhs. 
It was, however., decided in August, 1966 that the Refinery would not taka 
up additive b1eDding aud the Marketing Division would lift the base stocks 
for Lubricating Oils for further additive blending at their blending stations. 
As a result, these facilities have not been utili5ed since the date of instal1a-
tiOD. 

6.55. The Ministry stated (March, 1972) as follows:-

"Originany the Refinery was designed to produce four lube based 
stocks but because of certain operational difficulties and due 

io increase in the production of similar oils in the Digboi Re-
finery, only one grade of base stock, is being produced. As a 

result the question of blending does not arise unless some 
additional stocks ar.e brought to Barauni from other areas such 
as Madras and Calcutta. This would have necessitated the 
provision of empty drums for packing the finished products 
and their re-transportution to places around Calcutta where 
the market exists whiCh was not considered economical." 

6.56. In a written reply the Ministry have now stated that:-

"Out of the total investment of Rs. 29.6 lakbs on the additive 
blending facilities, equipment worth Rs. 19.2 lakhs has already 
heen utilised. Since these facilities were not required in view 
of the additive blending not being necessary they are being 
used at the moment for handling phenol extract, slack wax and 
rubber procl."ssing oil." 

6.57. During evidence the representatives of the Mini!;try e~plained the 
position with regard to the working of the Lube Oil Complex as follows:-

"When the Plant went into operation, it was found that it was 
not possible to produce all the 4 grades of oil because of the 
defects in the crude vacuum unit of the Refinery. This 
vacuum section was not operatittg because the vacuum was 
fluctuating and also it was found that the design of the crude 
di.tD1atiOd utiit was somewhat defective and certain additions 
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were r.equired. This matter was discussed with the Soviet Ex-
perts who came down' for the purpose aDd after considerable 
discussions it was found feasible to put this defective desii'l 
right which will cost 'II lot of money and also a long period 
of shut down. We also talked about this to the M81keting 
Division who told liS that these 4 grades of oils which we are 
planning to produce were low quality oils and We might find 
difficulty in marketing them." 

6.~8. Aske~ whether this difficulty was not envisaged before putting up 
the plant, it was stated as und.er:-

"We knew th'llt in a very total way and not the various grades at 
that time. The only people who were marketing the lubri-
cating oils in the country at that time were the private refineries. 
There was no Indian Oil Corporation and there was no infor-

mation about the marketing of this oils at aU. So. when we 
failed to produce 4 grades of crude oils-- and thelle 4 grades 

were not at all satisfactory-it wa!> dedded 10 (;on;;(!nlcat(! ou 
only one grade." 

6.S9. Tbe Committee note that. thQugh the Lube Oil Complex of tile 
Banami Refinery was origiBlllly designed to produce four Lube-base srocu, 
It was not possible to produce aJt the 4 grades of oil because of defects 10 
the crude vacuum unit due to defective design and certain additions ",ereI 
required io the plaot. Consequently, the plant remained under.udlised from 
1967.68 to 1969·70 resulting in a loss of abo;ut RI. 50 Iakbs during thit 
period. The Committee were informed that rectifk:atioo of defects was 
aurled out as it involved a huge amount of money and a long period of 
shut .town. What is more surprising is the (ad that the Corporatio.n 6 • 
. covered later that the 4 grades of, 0,115 planned to be produced were low 
grade olli and could not meet the specifications of the products whkh were 
In dlemland In the market. It was also found that Digboi Refinery bad io-
ereased the production of oDs which could meet tbe market demand. AI 
• measare of diversification, the Corporation took up production of 800 
pale lobe on in March, 1969. Since 1970-71, the lube complex bas 
achieved productioo more titan the deslgued capeclty. 

6.60. The Committee also re".et to note daat til .. rompou...unq fadIities 
for I)ase stock of lubric.ating oil and achItives created at a rost of lb. 19 
lakhA remained under-udlhied as only one ~rade of oil "'aM being produced 
wtdcla dW not require blending. It has been stated that the equlpmeDtIt 
worIII lb. 19 lakIIs are belOf! atIIiseci for handUng phenol extract. 11ac;k 
wax and r.dJlJel' pt"OftSSlng oJ!. 



6.61. 'Ibe Committee take a serious new of this ... loss due to aadetI-
1IdIisatioa of the Plant and the BOo-Utilisation of facilities wbidb io their 
opinion conld have beea avoided if the Complex bad been created after • 
detailed market sarvey of the demand for products and proper plMnning. 
The Committee recommend tbat the .. Iter shoald be tboroogtdy iDvesd-
pied in order to fix respo.ibility for this seriollfl lapse. and to de .. 
aIfabIe IIIe8IAII'eS to eD5III'e that soda costly lapses do DOt ftICUI'. 

F. Bitumen. Unit 

6.62. The Unit was commissioned on 7th November, 1966. at a capital 
cost of Rs. 1.06 crores. During the trial runs conducted between Novem-
ber, 1966 and March. 1967 it was established that it was not possible to 
produce bitumen of the specifications envisaged in the Project Report. 
Trial production of Bitumen 8~100 grade by straight oxidation of phenol 

·extract was made in February, 1968 which met lSI specifications. As 
the production under this process was not economical the unit was closed 
in March, 1968 for major modifications which were completed at a cost 
of Rs. 4.10 lakbs. 

6.63. After completion of the first stage of modifications, tho Unit was 
again put on circulation on 28th April, 1968 and during test runs COil-

dueted between lIth May, 1968 and 2nd July, 1968 various grades of 
bitumen conforming to lSI specifications were produced. These wecc. 
bowever, found unsuitable for road surfacing. 

6.64. The problem was reviewed on 5th July. 1968 in a meeting 
attended by the Soviet Specialists, scientists from the Central Road Re-
sear.ch Institute and the representatives of the Company and it was felt 
that 60--70 grade bitumen was not suitable for TOad work in plains bull 
could be used at an altitude of 4~ ft. provided the temperature 
was, between 5° 'and 35°C. It was also agreed that the Soviet Specialists 
would conduct further tests to improve the viscosity of bitumen and the 
plant would have to be shut-down pending further devdopment in techno-
logy. 

6.65. On the basis of further laboratory tests done in July, 1968, the 
Soviet specialists produced a sample of A-35 grade hitumen which met the 
applfcation viscosity aDd penetration ratio. but the production of this grado 
·m bitumen was found uneconomical. 

6.66. During the intennittent operation of the Unit (between November 
1966 and July, 1968) a .quantity of 4.180 toones of bitumen (including 
840 tonnes of 80-100 grade) was produced. 'The unit was closed on 8th 
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July, 1!68 and ~ ~t been restar.ted so far. The restricted operatioo d. 
the .U~t baa .resulted 1n 'Ii loss of &S. 60 lakhs (excluding the expenses of 
~ .1D1tial pcnod of commissioning and trial runs up to the end of 1966-67) 
~des, the fixed and variable expenses dwiag 1969-70 to 1972-73 wJaca 
tbe Unit was completely idle a~ounted to Rs. 46 lakhs. 

6.67. With regard to the idle capacity in the Bitu~cn Unit, the Manage-
mont stated as follows: -- . 

"Soon after production commenced it was discovered from tho 
experience of tbe users that bitumen was not suitable for road 
work in plains. This tact was not known earlier either to the 
Soviet specialists or to IRL or even to the lSI. Further investi-
gational work revealed that bitumen suitable for plains could 

not be manufactured from the Naharkatiya type of feed stocb. 
The plant has, therefore. remained unutililled:' 

6.68. During evidence the Managing Dircctor explained the: position a~ 
noted under:-

''This is an unfortunate story, but we will have to live with tt. 
When the crude was supplied, the Russians fOUnd that they 
could make the bitumen as per the 1ST specifications. The 
lSI Specificatioos for bitumen was normally baSed on the bitu· 
men being used in the country which was produced mainly 
from the Middle East crude. lSI specifications was mainly 
based on our previous expericnce. But one particular Speci-

fication was not mentioned because.: il was not co,1sidered neces· 
sary at all. That mc:r.ms, bitumen, when it is heated up to 
higher temperature, !IOftens above certain temperature. Thii 
particular type of crude in Assam has got very high wax:. 
Because of this property, if the temperature Ructuation takes 
place. thi!; bitumen prOduced from Assam crude lx.'C01llCS mOf'.) 
!\Oft than the other. The bitume(J from Middle East crude and 
Assam Crude used at a particular temperature has gal certain 
hardness but if it increases, the bitumen from Assam Crude 
becomes much more sort than the other one. This property 
was not mentioned in the lSI specifications. This is the main 
problem. In our country the tempenture fiuctuation is very 
high aDd this type of bitumen could not be used." 

It was further stated as follows:-

"But the question comes, how it is disposed off by Assam Ofl 
Company. Assam Oil C..omP:1n! i!> making !lOme tritumeo aDet 
they arc using it al higber lIltltude, whether the! temperature 



and its range is low. Then the question win be raisedR ~ 
we have not produced bitumen and usc it at higher altitude. 
On furthCI: investigation we have foundi that the Allam eo... 
pany is making bitumen onJy from certain specific wells, where 
this property 'wax' is less and ash plwltine is more. They 
cannot make in general from ail types of crude even in Assam. 
This is the problem. 

We have also contacted the Assa::n Oil Company. They have ad-
dressed a letter to the Ministry. They have told the Ministry 

that they cannot make more bitumen because from the crude 
which they are getting the bitumen is going down. This shows 

, that the bitumen which the Assam Oil Company are making is 
from certain specific wells." 

6.69. The Committee enquired whether proper investigations were Dot 
made !before making provision in the Project Report to find out whether 
bitumen suitable for plains could be produced from Nalrarkatiya feed stock. 
In a written reply the Ministry have stated that:-

"Since the specifications laid down by lSI cover the requirements 
of bitumen for application at al1 areas whether plains or hills, 
there was no reason to consider that bitumen suitable for plains 
cannot be produced from Naharkatiya feed stock. It was felt 
then that so 10Dg as the bitumen met the lSI specification it 
would be suitable for application in the plains." 

6.70. The Committee enquired whether the lSI were consulted heforo 
laying down the specifications for bitumen to be produced at Barauni. It 
bas been stated that "the plant was designed taking into account the lSI 
specifications. Since their specifications were available. thert'\ was no need 
to make a reference to the lSI unless certain problems were encountered 
in the implementation of these standards." 

6.7 J. A~1ccd whether the National Research Laboratories Uke the Cen-
tral Road Research Institute were consulted in the matter, it was stated 
that "since the project envisaged producing bitumen meeting the lSI speci-
fications there WU DO need to consult the Central Road Research Institute. 
Nor:nally these institutes are consulted on1y if some difficulties are ex-
pected or actually met with. In this case these institutes were consulted 
after the bitumen produced was found not suitable when applied on the 
roads." 

6.72. The Committee enquired whether the possibi1ity of producing 
bitumen. of 60-.70 grade was considered at least to meet the requirement 
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of,road COIIItruction work at. the specific heights. It was stated as fol-
10W5:-

"The possibility of producing bitumen of 60-70 grade was consi-
d~red; but much of the demand for its grade for use Dt specific 
hetght were being met by the Digboi refinery and demand fOf 
application in the heights was not sufficiently large to justify 
the manufacture of this grade in Barnum refinery." 

G. Econoalics of tile ProdUction of BitumeD 

6.73. According to the original Project design, the surplus L.S.H.S. 
(Low Sulphur Heavy Stock) was to be processed in this Unit which would 
have meant additional throughput of crude oil in Atmospheric Vacuum 
Units. The economics of the manufacture of bitumen, however, completely 
changed duc to (a) considerable fali in its sale price and (b) removal/over. 
coming of the Ibottleneck of the Coking Unit due to which considerable 
quantity of L.S.H.S. was being thrown as sUl'plus. The net back: to tho 
Refinery from pr.ocessing the same feed in the Bitumen Unit and the Coking 
Unit has been assessed at Rs. 110 and Rs. 121 per tonne respectively. 
Beside.... the operating cost of the Bitumen Unit ili Rs. 24 per tonne al 
against the marginal cost of about Rs. t 1.50 per tonne for processing the 
'feed in the Coking Unit. It is. therefore, evident that so long as there is 
~pare capacity in the Coking Unit, the manufacture of bitumen would 
always be a losing proposition. In June, 1970 the Refinery Authorities 
assessed that even the operation of the Unit at its rated capacity would now 
-result in loss of Rs. 30 lakhs per annum. 

6.74. During evidence, the Committee enquired whether the economics 
of processing the feed stock in the Bitumen unit had been worked out beforo 
making provision in the Project Report for a Bitumen Plant. . The Manag-
ing Director stated ali follows:- . 

"The economics of cost was worked out at that time and there is no 
doubt that Bitumen plant would have been much economical. 
if we could produce the right type and quality and if we could 
sell it. The price was definitely higher than the residue price. 
But. unfortunately. we could not produce it." 

H. FabrialtiOD of Dra-. 

6.75. The Barauni Refinery W:1S expected to start the production fA. 
bitumen ill Qctober/Noveml:ler. 1966. Accordingly, orders were placed on 
fabricators for. the supply of 3 lakh drums 0(\ Z2nd December, 1966. 

6.76. Ali t11cre was scarcity of drum sheets in the home market, 3000 
'tonne.o; of drum sheets were impoltcd duriQll. March, 1 .67 and July. 1967. 
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a quantity of 1026 tonnes of indigeaous sheets were also purchaSed. Tbcso 
sheets were supplied to the fabricators. 

6.77. As the production of bitumen, did oot come up al anticipated, 
the order for the supply of drums was, therefore, kept in abeyance. It wa.~ 
fltated by the management in a written note that, ill order to avoid deteriora-
tion of the quality of steel approval of the Board of Directors was ob-
tained in August., 1966 for disposed of approximately 2000 M.T. of Steel 
after keeping tOOO M.T. of imported steel needed for their own require-
men1s. The steel was disposed of on the basis of public tendors and with 
doe permission of Iron and Steel Controller as follows:-

Quantity 

--------
1900 (Imp) 
~ 

JO 

DatI' of Disposal Remarks 

Aug. 1968 Loss RS.l· 71 Lakhs 
Feh. 1969 (Loan to R eturncJ and Utled in the Refinery 

(CRL) 
Aqa.I¢B Sold to Rehabilitation iIldustries corp,'rlltjull 

at Book Vahl('. 

U sed in the Refi~' in ]UIlot'/Sept. 1969. 

6.78. As regards indigenous steel, it was disposed of/utilised as 
foUows:-

(a) 1004' ~ MT 

(b) 21' S MT 

1026. OMT 

_._-------
Used in the Refinery during Februory-

March 1967 to July 1969. 

Sold to a bllfrel fabricator in Mardi 19<)9 
at the approved markeJ rate. 

-----._----
6.79. 1be Company also incurred a loBs of Rs. 7.12 lakhs upto 31 "t 

December., 1971 by way of interest charges (Rs. 5.74 lakhs) and godown 
mlt (RJ. 1.38 lakhs). 

6.80. The Management stated (July, 1971) that .......... In view of 
.the unusual nature of the difficulties faced by us DO pABnDiDg connected 
with bitumen could be sustained." 

J. U ......... of die B ...... Ualt 

6.81. After making lOme minor modifications ud changes in the 
bitumen unit, the present plan is to restart the unit using residue from 
imported crude. The experience in other Refineries ill that Bitumen pro-
'dnced from Middle East crude oil meeting lSI specifications is perfectly 
suitable for application ill l!utia ill plaiDs as weD as high altitudes. 

6.82. The Management have intimated tbe economics of operating the 
'Bitumen Unit with the help cI. ft!ed stott available from imported crude. 
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It was sta~ that tbe capacity of the unit would be one lath tonnes per 
year as agamst 1,07,000 tonnes indicated in the Project Report and an 
addition~ ~vestment of Rs. 40 lakhs would be required. The net margin. 
after taking lOto account incremental expenses was expected to be Rs. 2.33 
lakhs. It has been stated that the work of revamping/modifications of 
the bitumen unit will be carried out simultaneously alongwitb tho re-
vamping jobs of the Barauni Refinery Phase I. These jobs are expected 
to be completed by 1975. 

6.83. The CollllDiUee reeret to DOte tbat the Bitumen Unit of the 
Blnmli Refinery was set up in November. 1966 at capital cost of Rs. 1 
aore, without proper iDva;tiption whether bitumeu suitable ojor pIalmI. 
rouId be prodacecl from N~a feed stock. Neither the ladJaa 
SCandards Institute DOr tile Central Rolld Research Institute went 
OOIISUlted in the matter. 'fhe Committee are Surprised that the lSI sped-
lations already avaiJable for producing bitumea with Middle East crude 
were blindly adopted 85 • guide for produdng bilumea from Assam crude. 
TIle result was tbat tile anit remained idle/UDder-utilised siDce D 
iDception. EVeD after Qn'ying oat modificatioas in 1968 at a ro!It of 
about Rs. 4 laldls, the UDit could DOt be !darted liS it could not produce 
bitameD suiaable for road work in plaiDs. Eftorts to produce bitumen 0( 

tp'Ilde8 odaer t.hItn those eavi&aged in the Project Report could also DOl 
a«eed 8& prodadioD of bitameu of these grades proved to be unecoao-
JDiraL The resfrieted/noa-opention of the U.it resulted in a loss of about 
RB. 1 c:rore. The ec:onomics of produc~ bitumen in lbe Bantani 
RefiDery also indicated that 10 long • there is spero capacity in the CokJn& 
UDit, the manufacture of bitamett would always be a losing propo8idoD. 
TIle operatioo of the Unit neD lit its nted capadty would rault in a net 
loss of Rs. 30 IakIas per 8IUIUDIo The Committee take a serio.. view of 
the defective pIamIiD(l in the seaillg up of tbis Unit. 

6.84. The CoamUttee aIIJo fiDd that die Corpondion imported 3,000 
CoIUIeS of drum sheets ad fJUI'd-ed 1,026 toanes of iadigeaous sbeeU 
for the fabrication of drums for bitumen. The Committee resp'l't to 
ebsene that • the production of bitumea did DOt come up as aatidpated. 
file fabritadoD of ctru. .... to be kept in abeyMce IUId 1,900 toues of 
imported sheets bad to be cIi8posed of after about ODe ye. fJ'ODI tbe date 
of ita par'C1Iase at a loss of RR. 2.71 JakIM. The Corporatioa bad also to 
iaear a fm1ber 10lIl of IlL 7.12 Iakhli apto 318. December. 1971 by way 
of interest dtarges and godowD cItarXeS· 

6.85. 1be Committee are bafonaed that it iii DO" proposed to restart 
the Unit 1IIing residuet froID imported crude after c.1II'r)inI out DIOdI&ca-
lions at • COlt of Rs. 40 IakhI whicb are IiteIy to be conapleted by 1975. 
The Committee are .urpriJecI that ~ would ftIIIIt in redaction 
of die nUdq aIp8dty, tItoaIII it II .... i-ftI .... die ..... of pro8t 
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..... ouId be as. 2.33 laIdIs. Tbe CllllUDiftee are not sure wbetber thee 
ecoaomics of the Project would be reaUsed particularly in the conteD 01 
iDcI'ease in the price of imported crude. The Coaua1ttee would Ute 
Government to closely ex.niae the economics of tile proposed conver-
sion to ensure that it is in the best interest of tbe COl1JOl'8tion aDd larpl' 
public interest before investiDg any further amounts. 

6.86. The Committee recommend that the entire matter reprdinc 
the setting up of Bitumen Unit at BlII'Ouoi Refinery should be investigated 
by a high level Committee in order to pin point the lapses Rod fix res-
ponsibility Ifo.r the buge loss suffued by tbe Corporation. 

6.87. TIle Committee woold like to be informed of. tbe coacrete 
measures taken to obviate recurrence of such costly lapses in investment 
and tying up of collaboration arraogements. 

J. Coke Calcination Plant 

6.88. With a view to meet tht: requirement of calcined coke in this 
-country and to increase the profitability of the Refinery. the Government 
of India sanctioned on 27th June, 1967 the installation of a Coke Calci~ 
nation Plant at Barauni. An agreement was entered into with M/s. 
Engineers India Ltd.--another Government Undertaking, on 5th July. 
1968 for the design, engineering, supply, erection and commissioning of 
.the plant at a totaJ cost of Rs. 55.70 lakhs (including foreign exchange 
-component of Rs. 3.65 lakhs). The plant was scheduled to be com-
pleted on 6th May, 1970 but was put on trial runs in the middle of 1971 
when some operational problems and equipment failures were noticed. 
After modifications/repairs the plant was restarted for test runs in 
November, 1971 but had to be shut down after about a week due to 
difficulty in operating the bagging and stitching section to the designed 
capacity and defects in equipment and instruments. The unit was again 
started in January, 1972 but was shut down as the refractory line of thel 

burner started falling. 

6.89. The plant was finally taken over from Engineers India Ltd. 
on 28th June, 1972. 1bc total expenditure upto March. 1973 was 
lb. 62.20 takhs. 

6.90. As regards the effect of delay in completion of this plant 00 
the overall operation/profitability of the refinery the Ministry have· stated 
in a written reply as follows:-

"The profitability of the refinery was reduced by about Rs. 70 
lakhs due to delay in completion. This related to the value 

of loss of non-prOOuction of about 31,600 tonnes of calcined 
cote due to delay in the completion of t~i!' project. 'Ther 
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, Refinery ~uffered a further loss of about Rs; 27 laths due to 
shortfall 10.. production, during, the period July, 1971 to 
February, 1972 on account of malfunctioning of the equip-
ments. The shortfall dl,lring -this· period was estimated at 
12,600 tonnes of calcmoo coke." 

6.~1. During evidence, the Committee enquired about the reasons for 
delay 10 the completion of the Unit, the Managing Director, 10C staled 
~s folJows:-

"It is true that there has been a delay in the completion of the 
plant by about 1 i years. This plant has been designed and 
built by Engineers India Limited, a public sector undertaking. 
Out of this Ii years delay, the delay of one year was beyond 
their control OOcause of the strike that was going on in the 
plants where their equipments were being manufactured. 
Once it was commissioned, there was some nroblem OT defect /. \ ' 
because of which, the plant was down again for six months." 

6.92. Asked whether there was any penalty clause in the agreement 
with Mis. Engineers India Limited, it was stated there was no penalty 
clause, since it is also a public undertaking. But it was agreed that if there 
is any dispute, it will be referred to the Ministry of Petroleum and Chemi-
cals for settlement. 

6.93. About the present utilisation of coke calcination unit it wa.s 
'stated as follows:-

"The coke calcination unit has gone on regular production; but, 
not at full rated capacity. The plant was designed for 60,000 
tonnes of oil coke. Last year (1972) we did about 52 per 
cent. The reason for this low capacity was that, we did not 
have enough market last year. This is because, calcinated 
petroleum coke is mainly used by the aluminium industry and 
there was a power crisis. So, the aluminium industry was 
not in a position to use much of this coke." 

6.94. The Committee find that Mis. Engineers India Ltd. were 
.entrusted with the task of de!lign, engineering, erection and colDJlliHlonhlc 
'Of the Coke Calcination Plant at Barauni Refinery at a to&8l cost of lb. 
55.70 lakbs. The Plant was scheduled to be completed by 6th May, 1970. 
It b -ever finally made over to IOC in June, 1972 after a delay of was, 0... , . , ~. 
..... The delay of one year was stated to be due to I'IU-...e in the 
.... 0 years. .• 
plants where Mis. Engineers India Ltd. were getting the equlpments 

ufa ed Another one year was taken In rec:tIRcation of the defects 
~ ~r. . t_ .. ~ 
noticed afier the trial I1IDS of the plant. The Committee are surpr_ to 

'532 L5-8. 
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find that the ..-ment with MIs. Engineers lDdia Ltd., did DOt even con .. 
lain provision for levy of penalty for delay in completion of work. The 
Committee are iDlormed that consequent on the deJay the cost of the plant 
went up by as. 6.50 lalms and the profitability was reduced by about Rs. 
70 Iakbs due to delay in the completion and commissioning of the Plant 
and of a further amount of 27 lakbs due to sIaortfaII in production during 
July, 1971 to February, 1972, on account of malfunctioning of tbe plant. 

6.95. The Committee recommend that tbe re.oDS for delay in - the-
compledon of the plant and Its defective working after commissioning 
should be tllfwougbly investigated so as to pinpoint lapses and in order to' 
b responsibility lor the huge Io5s. 

K. ,Sale of Raw Petroleum Coke 

6.96. On 21st April, 1966 an agreement was entered into with MIs; 
India Carbon Limited, Gaubati for a period of five years for sale of the 
following quantities of raw petroleum coke produced at the Barauni 
Refinery:-

1966 16,000 tonnes 

1967 36,000 tonnes 

1968 2?,OCO tonnes 

1969 10,000 tonnes 

1970 10,000 tonnes 

6.97. The production of petroleum coke at the Refinery during the-
years 1966-67, 1967-68, 1968-69 and 1969-70 was 37,239 tonnes. 65.26~ 
toones, 71,647 tonnes and 90,159 tonnes respectively. But the agreement 
for the sale of lesser quantities as mentioned above was made on account 
of the fact that the coke calcination plant with a capacity of about 60,000 
tonnes per annum was proposed to be set up and that the plant was ex-
pected to be completed within 2 years from the date of its sanction by the 
Government. The sanction was accorded in June, 1967 but the plant 
commenced production in June, 1972. 

6.98. In a written note the Mallagemellt have, however, stated that 
besides India Carbon Ltd., raw petroleum coke from Barauni was also-
being sold to other consumers like carbide, aluminium manufacturers etc. 
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6.99. The table below indicates the production and despatches of raw~ 

petroleum coke during the years 1966-67 to 1972-73:-
, . \ . ; ~ -------------------------------------

Year 

1966-67 . 

1967-68 . 

1968-69 . 

1969-70 . 

1970-71 . 

1971-72 . 

1972-73 . 

Produc tion Despatclics 

28.057 
' , 

37,239 

65,263 16,~ 

71.647 -I - ,81,67~ -

9O,iS9' - , 89;326 : 

98,961 '58.439 

80,677- 9~,779 

58,035· _~9,1;6S 

·Excluces 8c4S MT and 31330 MT of raw petroleum coke transferr(d to _<.ok,~, 
Ca!cination Unit during 1971-72 and 1972-; 3 respectively. 

6.100. During evidence the Committee Fquired whether ~e price 
charged was uniform for the various parties to whom raw petroleum coke 
was being sold. The representative of IOC stated that "it WM notihe same' 
for all. The reason was that we had to sen it at a lower' price. )i 
was distress sale because we did not have coke calcination unit. It was' 
piled up in the refinery. That is why in the case of some parties, it -had 
to be lowered." 

6.101. About the production of raw petroleum coke m excess of the 
quantity required it was stated as folows:-

"Our production of raw coke in the Barauni Refinery is about 
90,000 tonnes and the capacity of the calcination unit is 60,000 
tonnes. There is some surplus to be disposed off. Secondly, 
we had accumulated coke to the extent of 80,000 tonnes 
which had also to be disposed off." 

6.102. About the fixation of price of raw petroleum coke the Manage-
ment informed the Committee that the sale of Raw Petroleum Coke ex-
Barauni Refinery to the general trade commenced from the 3rd quarter of 
1964. Initially raw petroleum coke was marketed in three grades and the 
prices were as under:-

O.t08mm : Rs. 130 MT 

Above 8 up to 2S mm : Rs. ISO MT 

Abovt: 2~ to ISO mm: RS.I60 MT 

Exclusive olbaaging charVS. 
duties taxes etc. 

exclusive to bagging charges, 
duties taxes etc. 

exclusive of bagging charges 
duties taxes etc. 
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6.103 In the beginning there W!lS a very limited market and in view of 
the inability of the Corporation to sell ~~dequate quantities of raw p~trolellm 
coke, the aforesaid prices had tC' be slashed down to Rs. 105,' M T. 
Rs. 130/MT and Rs. 140/MT respectively the market of raw petroleum 
coke to the general trade was limited to the extent of 1000 MT per month 
supplied to calcium carbide and other miscellaneous industries. The only 
alternative for the disposal of huge stocks of raw petroleum coke accumu-
lating in the Barauni Refinery at that time were-(i) export and (ii) India 
Carbon Ltd. India Carbon Ltd. had a 'calcination plant at Gauhati and 
were capable of uplifting huge quantities of raw petroleum coke to the 
extent of 3,000/4,000 metric tonnes per month. Towards the end of 
1965, an approach was made to India Carbon Ltd. for the sale of bulk 
quantities of raw petroleum coke ex-Barauni on an ad hoc basis as wen 
as avenues for exporting raw petroleum coke were explored. The export 
offer made by Messrs. Capexil Agencies Pvt. Ltd., Calcutta at that time 
was only for Rs. 50 MT F.O.R. Barauni and another export offer was for 
a net back as low as Rs. 36 MT F.O.R Barauni. Therefore, in the 
absence of attractive export offers in order to dispose of huge stocks of 
raw petroleum coke accumulated in the Refinery, it was decided to enter 
into an agreement with India Carbon Ltd. for the sale of huge quantities of 
raw petroleum coke. When the question of price arose. Mis. India Carbon 
Ltd. wanted the supply of raw petroleum coke ex-Barauni at a price 
which could match the price of raw petroleum coke at their plant from 
Gauhati, such a price worked out to about Rs. 80 M.T. F.O.R. BarauDi 
as shown below:-

Th'~ then obtainin't P"jC! or R'lw P!'r01eum C')k~ ex-Gauhati 
L~s~ Railwav freig~' from Barauni to Gauhati 

R~. 114/- MT 
Rq. 39.08/- MT 
Rs. 4,2S/- MT Less Sn{, moisture rt'ba'e 

80.67/- MT 

say Rs. 80/'- MT 

6. t 04. An agreement was entered into-with India Carbon Ltd. for the 
sale of 92.000 MTs as per details given below:-

1966.I~.OOO MT-R •. 80/- MT 
1967- 36,0'0 MT Rs.80/- MT 
1968-20,0:>0 MT-R~.80/- MT MTPlus 50% 

applicable railway. freigh' b.etwe~n 9au-
, hati and BarauOl. Appr-.lxlmate railway 

freight between Gl'lil:ni ani .I3a"I\\~'1i 
wa> "bout Rs. 4o(-MT. Af,)re,ald Price 
appli:able fOI supplies despatc~ed on 
freightto pay basis. 

lC)69-10,')()(J MT-Rs. 80/- MT -::10-

1970-10,000 MT-Rs. 80/- MT -.0-
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6.105. A further contract was executed with India Carbon Ltd. on 
12th July, 1967 for supply of 30,000 MTs of raw petroleum coke at the 
rate of Rs. 80 per _MT F.O.R. Barauni plus 50 per cent railway freight plus 
(lther taxes to be borne by India Carbon Ltd. 

6.106. The exports of raw petroleum coke arranged during 1966, 1967 
and 1968 through State Tradin,g Corporation and private parties ex-
Barauni are as follows:-

QUBnlity Ra'e Remarks , 
-----~ ".--.----.. -~." .. ----.-.--.---- ._---_.- .--.----

30,000 

10,600. 

Rs. 93.33/-·MT 
for Barauni 

Rs. 8C'/-MT for 
Barauni 

Rs. 8('/- MT 
For Barauni 

OUT of this, fo IsoocMTthe Rcfine'v 
got a nel ba,k of R~. 63/-.~lT F.O.R·. 
Barauni fwrn M/'. CapcxiJ Agencies. 

- .•. - .. ----- -_ .. _---.. _-- .~------ .. "--.--.--- ..•. ------. -_._-----, 
6.107. From November 1968 onwards the price applicable to India 

Carbon Ltd. was the same as the price applicable to general trade. The 
price of raw petroleum coke from November, 1968 was as follows:-

November 1968 
1.10.1969 
4.8.1971 
1.8.1973 

-Rs. 12('/- MT 
-Rs.165/-
-Rs.IQsl-
-Rs.260 /-

F.O.R Ranl1:-j 
-l~C-

6.108. During evidence the Chairman. JOC stated as follows:-

"Earlier, when we started depending on availability and demands 
from various people from time to time, we had to offer it at 
different rates; but now, a uniform price has been fixed for 
this product and it is made available to all at the same price. 
But there is another problem. We have no long-term arrange-
ments now, because we ourselves cannot supply large 
quantities. as and when the demands for the calcined ,:0ke 
picks up and our own plant picks up, substantial quantities 
will be calcined. Today we ensure that if there is to be any 
increase in the price of crude oil, even within two or three 
months, it will be reflected in refinery price of raw coke." 

6.109. The Committee note that the Baraoni Refinery had to make a 
distress sale of Raw Petroleum coke at a price 01. Rs. 80 per metric toone 
to dispose of the large attUmalated stock in tbe Refinery and no alter-
Date adequate mark'et for the same could be found. The agreement t!ntcrcd 
Into with Mis. India Carbon for 8 period of five yean in 1966 was for 
lite sale of lesser quantities of petroleum coke than what was produced. 



106 
The Committee were informed that this was on account of the fact that the 
Coke. Calc_tion PIIUIt with a capacity of 60,000 tonnes per annum W85 

proposed to be set up in the Barauni Refinery and to be completed in 
June, 1969. The plant, however, commenced production in June, 1972. 

6.110. The COIDIDIUee regret to note that on the one hand, the Corpo-
ntion failed to find adequate market for raw petroleum coke, on the other 
..... d the compledoa and commissioning of the Coke Calcination Plant was 
delayed by about 3 yean. The Committee have already commented 
earlier about tbe undue delay in the commissioning of the Coke Calcination 
PI_t. 

6.111. The Committee have also earlier commented about the sale of 
Raw Petroleum Coke to. Mis. India Carbon Ud. ex-Gaubati. They 
recommend that th~ distress sale of this product ex·B .. uni and the total 
Joss suffered by the Refinery as result of fixation of much lower price for 
die product should also be thoroughly investigated in order to pinpoint the 
lapses, if any. 

6.112. TIle Committee also stress that Corporation should see that the 
price 01 raw petroleum coke should be fixed realisticaDy keeping in view 
the curreat rise in price of crude and the latest demand for the product. 
L. Operating Eftlciency-Atmospheric Vacuum Unit I & n Atmospheric 

Unit III 
6.113. According to the Project Report, each of the Atmospheric 

Vacuum Units I and U and Atmospheric Unit IIlI is to operate for 330 
days per annum. 

The following table indicates the actual operating days in respect of 
each unit during 1966-67 to 1972-73: 

---_._---_ ... _._--_.---- -_._---
AVU-I AVU-IT AVU-IJI ._---

Actual Under Actual Under Actual Under 
Year opera- shut- opera- Shut oper"J- ShUT 

ting down! ting do",·n/ 'ing down! 
day~ repair' days repair/ days repair/ 

main- nwin- main-
tenanc~'i tenancc/ renant.-e/ 
idlene5s idleness idleness 

----~. --.- .. .. ---- .... -.. -~- • __ •• ~~ ______ • _.~ _______ •• __ ,Po _. ,. _____ ._-_._ ..... -
1966-67 32:-: 37 130 235 

1967-68 302 6~ 326 ~o 

1968-69 3~C) 35 29R 67 II 52 

1969-70 2);0'5 )\4' 5 299"5 65'S 118·5 246.5 

1970-71 360'5 4' 5 351" 5 13·5 36,'0 

r/1'-7 2 341 '0 25' ° ~~o' ~ '1~''i 57· 5 3°8·, 

1971-7~ 34°'0 25'0 346'0 19·0 II!", 253'5 
'-'-- ----



107 

.6.114. The ~ollowi?g are the main reasoos for the shutdown/repair/ 
mamtenance penod bemg in, excess of the designed period:-

(i) Bottlenecks in the downstream units, such as the Coking Unit. 
Lube Oil Complex and Bitument Unit. 

,(ij) The Atmospheric Vacuum Vail I was UDder shut down for 19 
days during 1967-68 due to build up of high stock of M.S., 
S.K. and H.S.D. besides another 19 days in March, 1968 due 
to pollution of River Ganga. 

In 1969-70, tIle increased period of shutdown was due to leak in 
the overhead condensors of K-2. 

(ill) The AVU II was not operated for 154 days during 1966-67 
as during the lst stage operations of the Refinery it was found 
dlat the designed capacity of the Coking Unit was Jess and 
required extensive modifications. The Unit was also under 
shutdown for 51 days from 18th October, 1966 in order to 
build-up ullage for storage of reduced crude while carrying 
out modifications in the Coking Unit. 

Less utilisation of the Unit during 1967-68 to 1969-70 was mainly 
due to shortage of feed stock and non-availability of space for 
reduced crude. 

The Unit was also shutdown for 13 days in March, 1968 due to 
pollution of River Gal'lga. 

(Iv) Failure of equipment and utilities, the inlportant one being the 
leak in the transfer line of A VU I resulting from deficiency in 
design. For vacuum sections, lines of bigger diameter were 
supplied free of cost by the Russian collaborators. A!I tl 

further corrective measure, the transfer lines on the atll108-
pheric side were replaced and also increased at a cost of R~. 
3.10 lakhs. 

(v) AU III was operated for Jess number of days due to limited 
availability of crude and the limitations of product off-take. 

6.1l!. TIle Committee find that ac:eonliDtr to the Project Report eath 
of the Atmospheric Vacuum Units 18Dd 0 and Atmospheric (Joh III wa!! 
to operate for JJO days per 8DDum. Tbe actual f)peratin~ days during 
.ome of the yean were much less than that provided in the Project Report. 
Atmospheck ""amum Units I and II were under shutdown/repair/main-
teaance/ldlenelS for 64 days and 40 days respectively during 1967-68, 35 
days and 67 days relpedively c1ur1n11968-69 and for 84 days and 65 days 
respeetively during 1969-10. Bottieneclts in lite downstream Units 10m 
... tbe Coking Ualt, Lube OU Complex. and Bitumen Unit, faJlure of 
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equipment aad utilities have been dted as tbe reasons for low level of 
responsibility for tbe loss. 

6.116. Tbe Committee regret to note tbat, due to deficiency in design 
In the transfer line of Atmospberic Unit I there was leakage and its re. 
placement cost the Refinery Rs. 3.10 Jakhs. The Committee recommend! 
that the reasons for defect in design should be investigated in order to fix 
responsibJlity for ,the loss. 

6.117. The Committee also recommend that the Central Service 
Organisation which has been formed in order to improve the service factor 
of the Refineries of JOC should go into the technical details in order to 
suggest measures to improve the operating effidency of the Refinery. 

6.118. The Committee further note that Atmospheric Unit III was 
operated for less number of days due to limited availability of crude. . The 
Committee bope that with the processing of imported crude In the Rarauni 
Refinery the operating efficiency of the Unh would imllfon. 

M. Operating f.:fticiency-Kerosene 'freating Unit J 

6.119. The Unit was designed to operate for a period of 330 days in 
a year. ,The table below indicates the actual operating days during the 
seven years ending 31st March, 1973:-

,------ --,--,---- -,'------------
Year Actual Operatin~ l;ncit'r Inspection Idle 

dU\'b and malnte11ance 

, ---------------------------------------
1966-67 ,290 2.2 53 

1967-68 ':B3 r() 17 

1968-69 ,192 39 134'" 

1969-70 ·303 t /2 32~ 29 

1970-71 359'5 5'5 

1971-72 31 4'0 5:'0 

1972-73 300'0 65'0 
.. _----_._---

No:e :1. 

.lnclu.ies a peritl .;! of 23 days wher. the unit was under cir,'ulati()llS splitter (·peration. 

2. A number ot' crilical eqllirments f~"m the Kc:r(),ene,Tr~~Tin~ unit !L which, is 
!yin~ idle were utilisd to r~ll\'1d.: belitTle, tor thO' treatn,ent ot A. 1. 1·. tll rr ;,Ke l' P"o<uUIC" 
,ha~ it "a~5CS, the silYer stIlt' tec'. 
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6.120. The period of inspection and maintenance/idleness was more: 
e~cept in 1967-68· and 1970-71 than that envisaged in the Project Report. 
The main reason for the plant remaining under maintenance/idle for long 
periods during 1968 .. 69 were Jack of feed stock and shortage of S02 
The loss of revenue for each day of shut down was estimated at Rs. 10,000. 

6.121. In regard to lack of feed stock it has been stated that the crude 
oil supply to Barauni Refinery remained suspended from 5th October to 
20th October, 1968 due to damage to the crude oil pipeline because of 
floods in the Teesta river. As' a result the distillation Cnit had to be shut 
down and the feed stock for kerosene treating unit was not available. 

6.122. About the low SOl inventory the management have furnished' 
the following reasons:-

(1) In 1968 the SO, plant of the Fertilizer and Chemicals 
Travancore Ltd., the supplier of SO, to Barauni refinery 
remained shut-down from 10th April to 3rd May, 1968. Due 
to certain technical difficulties their plant could not go into 
full production till about middle of June, 1968. , 

. (2) Moisture content of SO 2 production' at . FACT often exceeded 
the prescribed limit during this period, thereby resulting in 
further restrictions on supplies. ' . 

(3) Transportation difficulties. and pOOl; turn-round of cylinders 
'.:.1 due. to the long lead between ~arauni ·.and FACT . 

. (4) Limited number of cyclinders which were ·put in service by 
FACT for S02 supplies to us. All possible sources of s\lpplv 
were explored, but it was possible to get only small quanti tie 
of soi from Mis. Excel Industries, Bombay, even after pay-
ing much higher price of Rs. 1500 per tonrieas against Rs. 950 
per tonne paid to FACT ex-Factory through the intervet1tion 
of the Ministry of Petroleum anli Chemicals. the FACT' was 
persuaded to put more cylinders for IOC's service. 

6.123. It had been added that "JOC had entered into long term ar-
rangement with Associated Industries, Assam who had set up their plant 
at Gauhati for supply of S02 to our two r.efineries. Their plant, after 
short operation period, on account of certain technical problems. was shut 
down in' 1964. They were continuing their efforts to recommission it 
but they could not overc?me the problems." 

6.124. As regards the shut down during 1971-72 and 1972-73 the 
Moanagement have stated as under:-

"The longest shut down from 24th February. 1972 to 2Vtn .... pm, 
1972 for a period of 56 days~37 days falling .'n 1971-72 and 
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!19 days in 1972-73.' The shut down of the unit during 19'71-72 
,was originally planned to be taken up sometime during SeP-
tember, 1971. This shut-down could not however be taken up 
as per plan due to the emergency conditions prevailing in the 
country then and to meet the demands of products for Defence 
needs. Since this shut-down was taken up after a long time 
the actual peri~d of shut-down was also longer than the nor-
mal which is of the order of 20 days . 

. In the month of August, 1972 the unit had to be shut-down due, 
to low inventory of S02 and this shut-down was for 41 days. 
This together with the sbut-down during April, 1972 indicated 
above were mainly responsible for less constream days during 
this year. " 

6.125. The loss .of revenue ·fQr each day of shut down during tbe 
·period has been estimated at Rs. 7000 approximately. 

6.1%6. 1be Committee find tbat Kerosene Treating Unit I was designed 
'10 operate for a period oJ 330 days in a year •. The operating efficiency in 
'1Iome of the years was extremely low. The Unit remained idle for 134 
days and nnder inspection and mainteD8llce for 39 days during the year 
'1968-69. Lack of feed stock and shortap of sulphur dioxide' have been 
cited as the reasons for remainlng under maintenance/Idle for longer 
period. The loss of rennue for shut down bas been estimated at as. 10.000 

-per d8y. 

6.127. The Committee furthet' note the Unit had to be shut down 
'for 52 days and 65 days during 1971.71 and 1972-73 respectbely, WhUe 
the shut down during 1971·71 W88 lODger due to delay in taking up mai .... 
lenance on account of emergency cllNlitions. the Committee find that law 
inventory of SulphUl' dioxide was the main cause for the shut down for 
41 days during 1972-73. The loss of revenue during the period has been 
estimated at Rs. 7000 per day. 

6.U8, The Committee fan to undel'!ltand as ,to why the Corporation 
shoUld not plan their requirement of sulphur dioxide well in advance and 
ensure the availabiUty of adequate quantities thereof in time so that need 
Io.r shut down due to shortage of sulpbur dioxide and consequential loss 
of revenUe is avoided. The Committee recommend tbat tbis matter sbould 
be ROne into with a view to taking remedial adlon to avoid recurrence of 
IlUdl situations 1n futnre, 
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N. Operatlag Eftidency-Coidag Uail 

'6.129. The table below indicates the actual operating days df the Unit 
:as against the designed 300 days per annum during 1966-67 to 1972-73:-

Year 

1966-67 . 

1967-68 . 

1968-69 . 

.1969-70 . 

1970-71 . 

1971-72 . 

1972-73 • 

Actual 
operating 

days 

237 

293 

329 

321·.5 

331 

314 

316 

Under 
shut-down 
maintena-
nce/repairs 

128 

73 

36 

43·.5 

34 

52 

49 

6. t 30. The lesser number of operating days during 1966-67 were main-
ly due. to the major modifications carried out during the year. 
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6.133. It as been stated that the consumption. of S02 durmg 1971~72~ 
was high due to unsteady operations of the unit during January, 1972 and 
February, 1972 resulting in a shut down of the unit from 24th February, 
1972. Durmg 1972-73, the consumption was high due to leaks developed 
in mechanical seals and other equipments. 

6.134. The Committee enquired whether there were any norms fixed for 
the consumption of chemicals and utilities and how the control on their 
consumption was exercised. In a written note the management stated 
as foUows:-

"The desipers have fixed the norms for the consumption of these 
items, which are being used at present as a guideline. The 
Technical Audit Cell, established recently, however, will be 
going into these norms more critically and will establish new 

standards/norms wherever required. It is true that the con-
sumption of chemicals and utilities bas been varying from year 
to year. In any process unit, the actual consumption is bound' 
to vary. However, in case of chemicals like sulphur dioxide, 
even the designers have indicated that the consumption can 
vary between 1 and 2 Kg. per tonne of feed-stock processed. 
This is because of the peculiar nature of this process and the, 
chemicals used for the extraction." 

P. Consumption of utillties-Cokiog Unit 
6.135. The consumption of utilities (Steam, compressed Air and re-

circulating water) in the Coking Unit was substantially more than that pro-
vided for in the detailed project report. The value of excess consumption I 
during the six years ending 31st March, 1972 works out to Rs. 13.57' 
lakhs as per: details givCll below:-

Name of the Utility Quantity consumed in Rate at Amount 
excess of design marginal cost 

_____ . ______________ Rs. RS_. ___ _ 

Steam at 13 arm in romles 

1966-67 • 

1967-68 • 

1968-69 . 

J969-70 . 

J970-71 . 

1971-72 . 

Comperssed Air (In M3) 

J966-67 • 

1967-68 • 

} 

1 
28,134' 47 

16,930' SS 

8'305 

0.018 

2,33,656' 77 

2,64,050'42 

1>40,6c8' 22 

1,52,704'04 

90,781,96 

10,35,992 ,22 

6,866,12 

14,654.25 
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Name of the Utility Quentity consumed in Rate at margi.aal cost 
excass of design Rs. 

Arr:ount 
Rs. 

---------------------------
1968-69 . 

1969-70 . 

197<>-71 

197J-72 

R,-circulatir:g Water (in M3) 

1966-67 I 

1967-68 . 

19,53,773 1 
18,33,z88 J 

0'018 

0'0111 

0'030 

GRAND TOTAL: 

35,167,91 

3Z,999 .IS, 

45,284'60 

59,008'25, 

1,30,022' 31' 

24,083'43 

1,54,105' 74' 

13,87,078' 27 

6.136. Comumption of Ie-circulating water during 1968-69 to 1971-72 
was less as compared to the designed capacity. 

6.137. In a written note the Ministry have stated that the figures at 
consumption of utilities could not be precisely calculated in the absence of 
adequate metering system. It may be stated that Designers have provided 
a number of instruments for checking up of the utilities but these were 
not adequate for a complete balance. The action for procurement and' 
installation of balance meters h,as already been taken up. 

6.138. The Committee pointed out that the Coking Unit went into 
operation in October, 1964. They enquired as to why action in this regard 
could not be taken earlier. It has been stated that in the initioal years, 
the efforts were directed towards stabilisation of the unit operations and' 
optimisation of the product pattern, so as to maximise the refinery through-
put. Since the overall consumption of the utilities for the whole refinery 
was reasonably comparable to the designed norms, attention was not divert-
ed towards rigorous control of the utilities in the individual unit. After 
the stabilisation of the refinery operations, this aspect is also heinl! looked 
into and the action has been initiated after the establishment of the TeclJ. 
nical Audit Cells. 

6.139. TIle Committee ftud that die ConsumpCion of Clleadcals ..... 
utIIides In tile Baranni Refinery has been widely varyinJ from year to yew-
wlthoo.f Indicating Bny set pattern. De value of exc:ess coDlDmpfion or 
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tUtiHties in tbe Coking Unit during die six years ending 31st Marcb. 197% 
was about Rs. 13.87 lalms· The Committee are surprised to find that 
thougb the Unit went into operation as far back as 1964 the mnnag£'.II1ent 
.Iun'e not considered taking action to instal adequate metering equipments 
for regulating consumption of utilities and it is only now that the Techni-
cal Audit Cell is stated to be going into the norms for consumption criti-
·cally. Tbe Committee recommend that the management should take steps 
. to ensure tbat the metering equipment are installed without further delay. 

6.140. The Committee need bardly empbasise the need for co.ntrol 
Gn consumption of utmties with reference to norms in the interest of eco-
nomising the processing cost. 

6.141. The Committee also hope that the Technical Audit Cell would 
'work out realistic norms for the consumption of utiHties to enable the 
management to control tbe consumption with reference to such norms time-
ly and to take suitable remedial measures to arrest excess consumption. 

6.142.. The Committee have already observed elsewhere in Ithe Report 
that without any accurate system of recording the consumption of utilities 
it was not possible to make use of the system of costing as an instrument 
·011 control and also work out the processing cost on a realistic basis. 

Q. Loss of Finished Products 

6.143. During storage of finished products and in the process of their 
loading from the storage tanks to tat:lk wagons/lorries products of the 
value of .Rs. 25.36 lakhs were lost during the seven years ended 31 st March, 
t973. 

6.144. The Management stated that the losses of finished products could 
arise 01\ account of the following factors:-

(1) Evaporation losses 
(2) Dipping errors 
(3) Migration of products 
(4) Leakage, spillages, etc. during the loading operations 
(5) Accounting errors aris;ng out of wrong calibration charts, con-

version tables etc. 

6.145. It has been stated that "the figures of losses indicated may be 
'the cumulative effect of one or more of these factors. While the refinery 
bas a system of collection of part of the spillages, leakages ~tc. b~ w,ay 
of slopes which are reprocessed, the other losses due to evaporatton, d\ppmg 
errors, aceounting errors etc. cannot be recovered. Losses due to migra-
tion in one tank may normally be compensated by gains in other products. 
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The arithmetical or dipping' ettors ,may also', result' in '&,ains al~ "'~og 
recorded in the books." 

6.146. The Committee pointed out that no norms for these losses had 
been fixed by the Management and enquir.ed about the reasons for tho 
same and also the steps taken to reduce the losses. In a written reply. 
the Management stated as follows:-

"By proper training, we have been trying to reduce the losses due 
to dipping errors or accounting errors so also the spillages, 
overfilling etc. By proper maintenance, leakages and mIgra-
tions are being reduced. Certain norms have been fixed by 
the Central Excise Department, which are being used as guide-
line. The Technical Audit Section is studying these losses to 
luggest ways and means to reduce such losses. 

6.147. During evidence the Managing Director· further informed the 
Committee as under:-

"In certain cases we have found that Central Valves which were 
provided in the beginning were not giving satiSfactory service. 
They leaked and there was loss. We have taken a gradU'a1 pro--
cess of changing the~e for a better quality." 

6.148. The Committee regret to' note that finished products of the 
value of Rs. 14.36lakhs were lost during 1966-:67 to 197%.73 in'tthe Barauni 
Refinery during storage and in the process of their loading from the stonge 
1anks to the tank wagons/lorries. De Committee are informed that by 
proper .training, tbe Management are trying to reduce the losses due to 
dipping errors or accounting t:rrors, spillages and overfiUing. Tbe Tech. 
nical Audlt Cell has also beeD as~d to. suggest ways and means to redace 
the losses. The CO,mmittcc fail to understand as to why Management 
could not have taken timely action to locate. the deficiencies in the. equip-
ment to plug ftle loopholes. TJle CommJttee are of the opinion tbat if 
training programmes had been initiated ...... cb in advance, and scbedulet for 
maintenance drawn up and adhered., to, tlw Refin&iry would not have been 
forced wit·b this huge loss. Tbe Committee hope that with the measures now 
bein~ taken, the loSs of fini"ed products during stora~e and also ia the 
process of loading etc. would be reduced to the minimum. The Commit· 
tee also recommend that the Reftnery Ibould with the assistance of Techni-
cal Audit Cell fix realistic nonns for ~uch loss and ensure that these Dorms 
are strictly adhered to. 

R. Flaring of Gas 

6.149. According to the Revi~edProject Report, 183,360 tonnes of fuel 
consisting of 67,360 tonnes of fuel oil and 1,16,000 tonnes of gas pro--
duced in the various Units to be used 'in the Refinery at a throughput of 
two million toanes. ~ 

532 LS--9. 
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6.150. The gas actually utilised 95 fuel was, however, much less thaI\! 
the gas produced as is indicated in the following table:-

Year 

1966-67 . 

1967-68 . 

1968-69 . 

1969-70 

197J-72 

-~:--------------~ 

Gas prcdu- Gas used Gas flared 
ced as fuel 

70,768 4C:2~ ~ ?C,41!0 

1,08,705 56,098 52,607 

80,663 53,257 27,406 

89,681 71,805 17,876 

96.su 81,393 15,111/ 

95,034 76,915 I8,JI9 

90,653 73.935 16·718 

6.151. A quantity of 1()..12 tonnes of gas is requircd to sent to flare 
to maintain a positive pressure in the Unit and to prevent any possibility 
of air mixing with the fuel gas leading to explosive hazards. Had the total 
gas produced (less the minimum quantity of gas required for fiarin!!) been 
used as fuel in the refinery, fuel of worth Rs. 1.56 crores would have becn 
saved during the years 1966-67 to 1972-73. . 

6.152. A study made by the Refinery authorities in January 1969 re-
vealed that although there was enough scope to increase the firing (If gas 
in Thermal Power House it could not be done as the Thermal Power House 
was not equipped to get timely warning for gas failure. Further becausl.' 
of ullage t»'oblems the Refinery was occasionally required to burn a higher 
volume of coking fuel oil and to send the gas to flare. The first difficulty 
regarding the pressure of gas could be overcome by installation of the pre-
ssure indicator with electrical transmission at site and pr.essure record. 
with low pressure signalling at the boiler control, while the second diffi-
culty could be overcome by increasing the sale of coking fuel oil/LowSul-
phur Heavy Stock blend. 

6.153. In a written reply the Management informed the Committee that 
the necessary equipments i.e., Pressure Indicator, etc. were installed in the 
year 1971. As the Refinery was facing the problem of disposal of reduced' 
crut1e and as such the liquid fuel was '~ing burnt in pr.eference to -gas, the 
implementation was not taken as e priority scheme in J969. When the situa-
tion with respect to the reduced .crude disposal improvc;d from 1970-71, the 
scheme wall re-examined, modified and implemented. 
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6.154. It was stated that the gases going to flare had considerably re-
duced as would be noticed from the figures below:-

1966-67 

1967-68 

1968-69 

1969-70 

197C-71 . 

--------------------

lO'C'}" 

6.155. During evidence the Managing Director stated that the problem 
of flaring of gas had been redured to the minimum. 

6.1S6. The Committee note that the Refinery bad to resort to Haring 
of gas to maintain It positive pressure in the Refinery and to prevent possi-
bility of air mixing with fuel gas leading to explosive hazaids. Moreo.ver. 
there was the problem of disposal of reduced crude. Tbe percentage of 
gas flared was to tbe extent oil 43.1 per cent in 1966-67, 48.4 per cent In 
1967-68, 34.2 per cent in 1968-69 and 20 per cent in 1969-70. In sub-
sequent years it W8li less than 20 per cent. The Committee are given to 
understand that had the total gas produced (less tbe minimum quantity 
required for flaring) been used as fuel in the Refinery. fuel oil worth Rs. Ui6 
crores could have been saved during the years 1966·67 to 1972-73. It was 
only in January, 1969 that a study was made by ,the Refinery authorities 
wbich revealed that there was enough scope to increase the firing of gas in 
tbe power house. Thereafter steps were taken in 1971 for installing a 
pressure indicator with the electrical transmission at site and a pressure 
recorder with low pressure signalling at the boiler control. The Com-
mittee were infonned that tbe problem of disposal of coking fuel oill 
low sulpbur heavy stocks has also since been overcome and the flarin~ 

of gas has been reduced to the minimum. The Committee are not happy 
about the failure of the M8Dage~ent to take action in time to in!lial the 
pressure ~au~e equipmenh. dispose of reduced crude in order to obvi-
ate loss on account of ftarin2 of ~as. The Committee recommend tbat 
the matter should be examined in depTh with the assistance of Techni-
cal Audit Cell and in the light of tbe experience of Refineries else"here 
in order to reduce losses on account of flaring of gas to the absolute mini-
mum. 

6.157. The Committee would like to be informed of the concrete 
measures taken by Govemment/Corporation in pursuance of the above 
recommenc\lution. 

S. Emuen' 'Treatment/Disposal 
6.1 SR. ()n 3rd March. 1968 there wa~ a blaze in the river Gan~a near 

Mon!!hyr. The enquiries made by the Central Government revealed that 
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the accumulation of oil content of the eftluent matter in the sandy part 
of the river bed beyond the discharge point was the cause of the fire. In 
ord~r to have full investigation in the matter, to fix responsibility and to 
devJse steps to guard against such events in future, the Government of 
Jndia appointed a commission on 20th April .. 1968 which submitted their 
report in July, 1969. The Commission inter alia recommended (i) Cons-
truction of approach road and (ii) discharge of final effluent into the 
mainstream of the river Ganges. They also recommended fixation of 
responsibility of Officers of the Refinery who were responsible for failure 
to ensure efficient treatment of the afluent and to discharge it in a proper 
manner into the river. 

6.159. I.O.C. stated in March. 1972 that they were unable to imple-
ment the first two of the above recommendations made by the Commission. 
The reasons given by IOC were as follows:-

(i) Construction of approach road:-

It is not necessary to build a pucca road along the coute of pipeline 
carrying efftuent from the refinery to Ganges firstly because the 
pipeline is mostly underground and patrolling along the line 
will not be of much use and secondly because it is easier to 
inspect the out fall in the Ganges along the river bank from 
the bridge. 

\ ii) Dischuge of Final effluent into main stream of the river. 

·'The Commission recommended that the refinery should ensure 
that the final effluent falls into the main stream of Ganges and 

gets properly disnersed in the river stream immediately after 
admission. The Commission suggested that anyone of the 
four methods suggested by them or any other alternative 
techno-economically feasible method may be adopted." 

6.160. IOC stated that by improving the performance of existing 
effiul'llt treatment facility, Barauni Refinery had already succeeded in 
bringi'1g down the phenOl and oil content in the effluent within the permis-
sible li~its as laid down by lSI. It was proposed to reduce the oil content' 
further to below 5 P.M. level and additional facilities were heing installed 
for this purpose. With the installation of these facilities, the effluent from 
the refinery would even be suitable for irrigation purposes . 

. 6.161. In view of this, IOC's view was that implementation of these 
two recommendations made by the Commission was not necessary. 

6.162. The Ministry were not quite satisfied with the views expre~sed 
by JOC with regard to the implementation of these two recommcndatto~s 
and sug~estcd .reconsideration of their views. In 1anuary, 1973 IOC agatn 
..-, ...... , IIneon crystal and epoxy eompound, the entrepreneun .., 
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reported tbat they had made a detailed study of the issue and stated that 
any scheme for the effective dispersal of the effluent into the river would 
involve huge expenditure of the order Rs. ] to 2.5 crores and therefore 
they felt that the matter would have to be gone into in depth after consul-
tation with specialised agencies like CWPC. IOC had been advised to take 
the P.XPI:rt opinion and also to take suitable action even if it be a little 
expfnsive; to ensure that there was no pollution of the river. IOC were 
also advised that they should satisfy the public health authorities of the 
State of Bihar that the measures being taken to prevent pollution of the 
river were adequate. The matter was stated to be under consideration 
by the JOC in consultatioD with CWPC. 

6.163. As regards the fixation of responsibility and departmental 
action against the officers of the Refinery who were held responsible by the 
Commission, it was stated as follows:-

"Out of the 3 top officers of the Refinery who were held responsible 
by the Commission of Inquiry for failure to ensure efficient 
treatment of the effluent and to discharge it in a proper 
manner into the rivcc, one officer belonged to the All India 
Services. After inquiry, this officer bas been exonerated. 
The other two 3I'e senior officers of the IOC. After preli-
minary inquiry against these two officers, IOC reported cer-
tain legal difficulties in proceeding with the inquiry and 
suggested that the cases would be disposed off by administer-
ing a warning to tbe officers in writing. 'The matter is under 
consideration in consultation with the Central Vigilance 
Commission. 

As regards the remaining 4 officers of the IOC departmental 
enquiry against them has since been completed. The Enquiry 
Officer's Report together with the proceedings of the enquiry 

have been submitted 'as per the prescribed procedure to the 
'I Central Vigilance Commission for the Commission's advice 

as to the further course of action. The Commission have 
since considered the Enquiry Officer's Report and advised that 
the report be accepted and the charges a~ainst the 4 efficer .. 
be dropped." 

6.164. The Committee take a serious note of the fact that althoup 
the .r::ommi!lsioa appointed by Government to 10 into the question of 
blaze in the river Gan2a near Monghyr in March, 1968 due to accomula· 
lion of oil content of the effluent matter in the sandy part of flIe ri"er bed 
beyond the discharge point, submitted their report In July, 1969, no ROll' 
decision has yet been taken by Gonmment[Corporation on the importaat 
reconunendatlon made by COlDIDission aboot dischartle of efRueat in the 
maio stream of the RITer G.... IS it woaW iaYoh'e IIeny alp .... 
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expenditure of over RI. 1 crore. IOC han instead improved the treat-
ment of elDuents before disposal so as to reduce tbe oil content to a safe 
level. The Committee feel that the problem of ponutioa of the river 
should have been tackled witb aU seriousness in consultation witb C.W.P.C. 
and all otbers concerned in the interest of health of the inhabitants of 
that area. Tbe Committee would like to be informed of the finftl decision 
taken in the matter by Government ad the progress made In implem(!n-
tation thereof, within six months. 

T, Variation in Throughput and Product Pattern 

6,165, The actual throughput and the product pattern obtained in the 
refinery were not the same as envisaged in the design of the Refinery. 
The table below shows the effect of these variations during 1966-67 to 
1972-73:-

(Rs, in lakhs) 

Year Capacity Pattern varia- Tota: 
variance nce 

1966-67 (-) 20' 78 (-) 32' 31 (-) 53' 09 

1967-68 (-) 13'74 (-) 74'12(-) 87'86 

1968-69 C+) 3'49 (=) 193'26 (-) 189'77 

1969-70 (+) 48' 79 (-) 235'75 (-) 186'96 

1970-71 (+) 100'94 (-) 173' IS (-) 72' 21. 

1971-72 (+) 151'98 (-) 153' 18 (-) 1'20 

1972-n (+) 128'06 (-) 171'91 (-) 43'85 

(+) 398'74 (-) 1033' S (-) 634'94 

NOles: 

I, The losses mentioned elsewhere in the chapter on account of capacity varian 
according to design are not included here, 

z, The valuation of finished products as envisa/led In the project Report and thOlle 
actual1y produced has been done on the basis of average cost of production, 

3, The yield pattern of AU III when processing Assam crude ,"as been assumed tc 
h~ the same a~ that of AVUs 1& n in view of small percentage of A~~am crude Droce-
ssed in AU-III. 

4, The t'If()('U('IS of AU III when proce~sin!l of imported crude has been deducted 
from the total production of various products to compare the design v.ith the aeulal, 
when prccessinp:· Asum crude, 
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6.166. These variations have been attributed by the Management (April. 
1972) to the following reasons:-

(i) Production of naptll"cl which was not contemplated in the project 
report had to be undertaken to meet the requirement of Ferti-
lizer industry thereby resulting in reduced realisation of Rs. 175 
lakhs during) years 1966-67 to 1969-70. 

According to the Ministry the price of naphtha was not fixed on 
import parity basis but was deliber.ately fixed low as it is . an 

important raw material for production of fertilizers. It has' 
further been stated that if the Refinery had produced motor 
spirit instead of naphtha,. most of it would have hl\d to be 
moved out to distant regions leading to under-recoveries on 

account of freight as the demand for motor spirit in Barauni 
region is small. ' 

(ii) Production of IP-4 and aviation gasoline was restricted to actual 
requirements, necessitating the downgrading of components 
and their disposal as MS/SK. This resulted in reduction of 
profit to the extent ot Rs. 162 lakhs and Rs. 34 lakhs respective-
ly. 

'(iii) Production of LPG was restricted to what could be marketed with 
consequent reduction of profit by Rs. SO lakhs. 

(iv) Production of A TF was regulated according to actual demand 
as a result of which the refinery lost about Rs. 28 lakhs. 

(v) The balanCe variations were caused by other factors such as 
change in crude quality. operational problems in coking uDi! 
and market demand. 

6.167. The Committee enquired whether any change in the product 
pattern is envisaged due to tight position of crude and in what way the 
-pr,ofitability of the' Refinery was going to be effected by such variation in 
the product pattern. In a written reply the Management stated as follows:-

"Due to the tight position of the crude, the Government's policy 
is to reduce the consumption of Motor Spirit for which the 
price and duty has been increased on 3rd November, 1973. 
This wa~ intended to cut down' consumption of Motor Spirit 
by about 25 per cent so that the Naphtha thus relealed could 
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be diverted for the production of fertilizers. Due to lower pro-
duction of Motor Spirit and resul~ant increase in Naphtha pro-
duction the profitability of this Refinery will be reduced to the 
extent of the price differential between MS -and Naphtha which 
is about Rs. 122 per tonne with effect from 3rd November, 
1973. The precise impact of this policy on Motor Spirit/ 
Naphtha production will, however, be known in due course of 
time:' 

6.168. About the fixation of price of Naptha the Ministry stated al> 
under:-

"The prite of bulk refined petroleum products is, being fixed by tht: 
Government on the decision~, tnken on the recommendations 
of the Shantilal Shah Committee Report. When the Shootiloal 
Shah Committee gave its report in October. 1969, Naphtha 
was a ~urplus product in the countrr: and the Committee did 
not consider it appropriate to iix the' price of naphtha' on the 
import parity basis, since if was being exported at very low 
prices. The positionl'1as subsequently changed and pr.ice Cof 

> . , imported naphtha has steadily increased and' the country has 
also become deficit in naphtha. To bridge the large gap bet-

ween the high import price and low indigenous price, ad hoc in-
crease' ili'the price of naphtha of Rs: 40 per tonne and Rs. 60 
per tonne respectively, 'have been given at two occasions in 
June, 1973 and August, 1973. 

The suggestion tbat different price's ot' naphtha may be charged to difIe-
rent users raises wider issues. A new oil pricing committee is being set 
up to review the existing pricing arrantement for petroleum products and 
this'sugge&tion would 'be remitted for consi~eraticfl to this committee. 

6.169. TIle Committee find that the actual thoroughput and the product 
pattern obtained in the Refinery were. not the saw~ as envisaged in the 
design of the Reftnery as a resuh. of w~ich, the RefiuerlY suffered cu~ul,,­
rive loss of .. bont as. 635 lakhs during the period from 1966-67 to 
1972.73. Tbe loss would be much more if the 108ses on account of 
variances in capacities from the design are also taken into account. The 
Committee recommend that a technical committee should exa.mine an 
a!lpect~ ~elati... to the product-mix of the Barauni Refinery in order to 
su~e~t "asures to reduce the IOlses dlle to variAtions in the llrorillct-
patte1D. 
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U. LiquJfied Petroleum Gu 

6.170. (a) According to the revised Project Report, 65.400 tonnes of-
liquified petroleum gas per year, as detailed below, could be obtained from 
the Atmospheric Vacuum Units I & II and the coking Unit:-

In t(\nnt~ 

Hydrocarbons AY. Us Coking unit Total-

15,000 

6.171. Out of the total quantity of 65,400 tonnes of LPG, 10,000 
tonnes were to be transferred to the gas filling station, 18,000 tannes could 
set into gasoline and the balance quantity of 37,400 tonnes was to be dis-
charged to the fuel gas system. The Atmospher.ic Vacuum Unit I went 
an stream on 22nd July, 1964 but the production of LPG was started from 
5th August, 1965 due to oon-availability of cylinders. 

6.172. No LPG was obtained from the Coking Unit due to unsteady 
operation of its stabilisation section. In this connection, the Management 
have stated as follows:- -

"There was no loss due to non-production of LPG from the Coking 
Unit as the LPG production from the distillation units was 
sufficient to meet the requirements of LPG as indicated by 
Marketing Division. It may be mentioned drat as per the recent 
assessmmt of market demand, it may not be necessary to pro-
duce LPG from the Coking Unit for another 34 years. It 
may also be mentioned that the gas from the Coking Unit is 
presently being used as refinery fuel thereby improving tbe 
availability of LSHS, a low sulpnur fuel needed by steel indus-
try. 
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6.173. The table below indicates the quantity of LPG obtained from 

:the two A VUs during the years 1966-67 to 1972-73;-
(In fOrnes' 

.. __ .. --- ---
Year ~uantity 

o tained 

1965-66 239 

1966-67 1298 

1967-68 2891 

1968-69 44%7 

1969-70 . 7006 

1970-71 9745 

1971-72 10720 

J972-73 14729 

6.174. The quantity of LPG obtained from the Atmospheric Vacuum 
Units was much less than the designed capacity. 

6.175. The shortfall in production of LPG from tbe A VUs was main-
Jy on account of the following reasons:-

(i) Production of .off-specification LPG in earlier years due to 
nOll-provision of caustic and water washing facilities in the 
A.V.U's. for L.P.G. 

(ii) Inadequate shortage capacity for LPG; 

(iii) Inadequate number of weigh scales and of filling points at LPG 
shed; 

(iv) Frequent interruptions in the cylinder filling operations due to 
poor performance of the weigh scales and leakages from the 
filling guns and irregular off-take of filled cylinders; 

(v) Non-availability/short and interrupted supplies of LPG cylin-
ders. 

6.176. The Management stated (July, 1971) that "the production/off 
take of LPG has to be correlated with the availability of cylinders and 
development of market. This is a gradual process." 

6.177. In a written note the Management informed the Committee as 
follows:-

\ -

"'The various handicaps mentioned pertain mainly to the initial 
years when the quality of LPG p"oduction and the filling opera-
tions were being stabilised. Most of these limitations are I)f 
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a general nature and corrective steps were taken from time to 
time, as otherwise it would not have been possible to improve 
the production and filling r.ates year to year .... It may be mcc-
tioned that the problems of the leakages from the filling guns 
and other minor interruptions in other equipments do come 
up at times but this does not necessarily atIect the production 
levels adversely. 

However, with a view to improve the flexibility of oper.ations two 
more filling points were added in the year 1971 and action on 
provision of additional storage capacity is in advance stage 
of implementation. 

We feel that the production of LPG could have been increased if 
cylinder' availahiUty was better. The filling capacity could 
have been increased by operating the filling facilities for extra 
hour sas been done from time to time." 

6.178. The Committee enquired whether the comparativeJ economics 
-of importing the steel and thereby increasing the sale of LPG vis-a-vis the 
saving in other domestic fuels like kerosene oil that would have accrued 
and in turn resulted in the saving of foreign exchange being spent on its 
import were considered by the Management. The Management stated as 
follows:-

"The issue of importing steel and thereby increasing the sale of 
LPG, which, inter..alia would result in saving in consumption 
of kerosene was taken up by JOC with the Ministry of P. & C. 
on several occasions. However, due to the difficult foreign 
exchange position prevailing during the year 1966-67 and OD-
wards, lOC's request for foreign exchange from free sources 
could not be agreed to by the Government. However, Import 
licence from rupee sources was made available to IOC but 
steel against this could not be imported, as procurement of 
special quality of steel for LPG cylinders from l1ij)ee sources 

involves switch deal. Normally rupee sources countries sup-
ply LPG quality steel by procuring from free sources coun-
tries and routing the supply through them. In such a switch 
deal. the Manufacturers' original certificate for the quality of 
steel is not available. In absence of such a certificate, it be-
comes difficult to accept the steel for fabrication of LPG cylin-

ders, for which very rigid specifications are to be applied. 

In late 1966 and early 1967, Hindustan Steel Rourkela had indi-
cated to J ron & Steel Ministry. that they would be able to pro-
duce LPG quality steel far fabrication of LPG cvli:,,~e,.. 111 
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the light of this, Iron and Steel Ministry advised P. & C. Min-
istry not to import steel if indigenous supplies could be made 
available. It may be mootioned that apart from taking up the 
question of getting the increased indigenous availability of 
steel suitable for LPG cylinders, the Corporation has also taken 
up the question of release of foreign exchange for importing 
LPG steel for meeting the shortfall required for the year 1973-
74 and 1974~75." 

6.179. As regards the actioo taken by Government to realise the re-
quisite foreign exchange for importing steel the Ministry have in a written 
note informed the Committee as follows:-

"900 MTs of imported steel was utilised for cylinder fabrication 
during the period 1965 to 1967. Thereafter there has been no 
import of steel on IOCs account till the current year as it was 
anticipated that the indigenous production of steel would be 
sufficieIl't to meet JOC's requirements. Indigenou~ produo-
tion of stcel has been continuously increasing since 1967 ~68. 

This has, however, still been below the IOC's requirements 
and the indicated production targets. Import of steel was not 
asked for by the IOC during these years in anticipoation of in-
crease in the availability of indigenous steel but since indi-

genous production has consistently remained below the antici-
pated production targets, application for impon were process-
ed again in 1972 and import of 5,000 tennes of steel has been 

allowed again duritng 1973~ 74." 

6.180. Tbe Committee note tbatthough the Project Report envis82ed 
tb~ potential of 50,400 tonnes oil Uqui6ed petroleum gas per year from 
the Atmospberh: Vacuum Units I and II and 15,000 tonnes per year fro .. 
the Coking Unit of the Barauni Refinery, no LPG was obtained frODi 
the Cokiq Unit «bIe to unsteady operation of its stabilisation 
section. Tbere was also delay of ab,out one year in starting the 
production of LPG in Atmospheric vacuum Unit I due to DOn-availability 
of cylinders. Tbe Committee also note that in spite of the 21'aduaJ 
increase in the production of LPG ffom 2.19 tonnes in, 1965-66 to 14.729' 
tonnes in 197%-73. it is still much short of the potential envisaged in the 
DPR. Produc:tioll 01 oft-specification LPG in the earlier years due tor 
non-provision 01 caustic and water washing facilities in the Atmospberic 
Units, Inadequate stor. capacity for LPG, inadequate numb~r of weith 
scales and 01 fiDUng points at LPG shed. frequeIJt interruptions in the 
c~'linder filling operations due to poor performance 01 weigh scales and 
leakaRes from filling guns and irregular off-take of filled cylinders and 
non-availability I short and interrupted supplies of LPG cylinders have been 
cited as tile re.,DI for tile _rtf... la tbe procIudien ~ LPG. 'I1Ie 
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CollUDittee are iDformed that corrective .teps had been taken from dille 
to time to solYe these proJ.lelDl. It lias, ho'Wever,ieen stated that the 
pro.ductio. of LPG could have been increased il qliader availability 
was better. 

6.181. lbe problem of non-availability/shortage of a particular tyPl" 
of steel required for LPG cylinders and the cqnsequent shortfall in the pro-
duction and marketing of LPG have been dealt with in the report of thl" 
Committee on JOC (Marketing Division). The 'Committee desire that 
Government/ corporation should take timely action io future about the pro-
curement of steel either through indigenous sources or through imports to 
see that lack of cylinders does not depress production. 

6.182. The Committee also hope that maximum possible production 
. of LPG would be achieved in the JOC Refineries as low production of 
LPG means wastage of valuable gas in flaring, higher consumption and 
larger import of kerosene or crude which tbe country can ill-afford at 
present wbeu it is faced with the oil crMis. 

V. Modernisation of LPG Bottle Filling Plant 
6.183. The facilities envisaged in the Project Report provided for 

manual filling of a limited number of LPG cylinders (2500 per 8 hour 
shift). The possibility of over-filling/under-filling of cylinders could not, 
therefore, be ruled out. Besides, the existing facilities did not also mcet 
the following ~senti81 requirements:-

(i) Hydraulic testing of cylinders. 
(ii) Washing and painting of cylinders. 

6.184. With thc establishment of LPG market and the stabilisation of 
its production thc necessity to improve the LPG filling and handling faci-
lities was felt. The work for the modernisation of the existing LPG bottle 
filling plant (design, engineering, supply of equipment and materials, 
fabrication, erection and cOfl1!TIissioning of the plant and equipment) was 
entrusted on 24th January, 1969 to Mis. Engineers India Limited another 
Government of India Undertakings, on a single tendcr basis at a price of 
Rs. 21.98 lakhs (including forei)!n component of Rs. 2,25.500). Even 
aftcr modernisation, the plant will be capable of filling only 2500 domestic 
type cylinders per 8 hour shift. 

6.185. According to the original schedule, the work was to be com-
pletcd by 31 st January, 1970 (except imported items). The date was 
extended up to 31st May, 1970 on account of changes necessitated by the 
incorporation of 15 Kgs. cylinders in the modernisation scheme. M/s. 
Engineers Itndia Limited, however, completed the work in March, 1972 
and the pit nt went into operation after that. 

6. t 86. 1be Committee pointed out that thc' prdnction of LPG was 
started in August, 1965 whereas the work of modernisation of the filling 
plant was nwarded in January, 1969. They enquired as to why timely 
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action was not taken for the provision of necessary facilities. The manage-
ment stated as follows:-

"The LPG cylinders are to be tested, washed and painted once in 
5 years. There was, therefore, no unsafe practice followed. 
The facilities for hydraulic testing, painting, etc. were not en-
visaged in the original design as these are normally the func-
tions of the Marketing Division. However, to provide an 
integrated service, these facilities were provided at the Barauni 
Refinery in the modernisation of LPG filling." 

6.187. Asked whether any penalty had been imposed on MIs. 
Engineers India Ltd. for the delay in the completion of the work, the Minis-
try have stated as under:-

"The question of levying penalty for delaying the completion of 
work by MIs. ElL is still under examination by IOC since ElL 
have put forth certain reasons covered under force majeure 
clause as the cause for delay against imposition of penalty." 

6.188. Tbe Committee find that .tbe work of modernisation of tile 
LPG bottle filling plant was entrusted to Mis. Engineers India Ud. ia 
January, 1969. Though the work was stheduled to. be completed in Jan .. 
ary, 1970. It was, actually completed only in March, 1972 i.c. after more 
tban two years during which period the essential facilities sucb as bydrau6e 
testing, washing and painting of cylinders could not be provided. 'I1Ie 
Committee are surprised to note tbat the question of levyjn~ penalty oa 
Mis. Engineers India Ltd., for the delay in the completion of tbe work is 
still under examination of JOC, even after a lapse of two years. 

6.189. The CommiUee recommend that tbe reasons for the delay soha" 
be investiwated by Government and the matter finalised without .. , 
further delay. if . ~1 
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GUJARAT REFINERY 

A. Refinery Capacity 

7.1. Following the discovery of oil fields at Anklesbwar in the State of 
Gujarat, the Government of India decided to set up a third Refinery in the 
Public Sector in the Gujarat State in technical collaboration with USSR. 
In terms of the agreement concluded between the Government of India and 
the Government of U.S.S.R. on the 21st February, 1964, the Soviet Gov-
ernment offered financial and technical assistance for the 'Setting up of this 
refinery with an initial capacity of 2 million tonnes per year. 

7.2. The construction of the Refinery was started in October, 1963. 
The fir~ phase comprising of one million tonnes per annum capacity of 
the Refinery was commissioned for trial production in October, 1965 and 
full production at rated capacity was achieved in December, 1965. 

7.3. The second phase of the Refinery comprising of second million 
tonne per year capacity was ready for operation by the end of June, 19M; 
but it was not possible to operate it as the Catalytic Reforming Unit was 
not ready by that time. Both the units, however, started operating from 
October, 1966. 

7.4. The capacity of the Refinery was subsequently expanded to 3 
million tonnes per annum. 

7.5. The construction work for the expansion was started in April, 1966 
and the unit was commissioned in September, 1967. After the start-up of 
the refinery, continuous efforts WElre made to increase the capacity by 
debottIe-necking. By operational changes and improvements, it has been 
possible to increase the capacity of the refinery to 3.6 million tonnes per 
year. With this achievements, the engineers and technologists of the 
refinery were all the time engaging their attention to increase the capacity 
still further by modifications, installation of additional facilities and re-
arrangement of the existing equipment etc. By systematically making all 
these changes and modifications, it has been possible to increase the capacity 
of this refinery upto 4.3 million tonnes per year. The present operating 
capacity is, however, approximately 3.8 million tonnes; and due to the non-
availability of crude from ONGC, the refinery is not in a position to go 
up to the attainable capacity. It has been stated that ONGC expects to 
step up supplies to the level of 4.3 million tonne by 1974-75. 

131 
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7.6. A major expansion of the KoyaJi Refinery by 3 million tonnes to 
raise its total capacity to 7.3 million tonnes per year has been taken up 
during 1973-74. The Refinery would process imported crude in addition 
to indigenous crude oil from the Gujarat fields. The expansion project is 
being handled by Engineers (India) Ltd. The project is expected to be 
completed initially in the later part of 1976 and finally by April, 1977. 
The total cost of the expansion is estimated to be Rs. 28.08 crores. 

7.7. The Committee find that tbe Gujarat Refinery was designed for 
a capacity of 3 million tonnes per annum. The capacity bas been increased 
to 4.3 million tonnes by bringing about operational changes and modlfica. 
tions. The existing utilisation of capacity is, however, 3.8 million tonnes 
per year because ONGC is unable to supply the full quota of crude. The 
Committee recommend that ONGC should step up efforts to increase the 
supply of crude to the Refinery. 

7.8. The Committee need hardly polot out that any further expansion 
of the Refinery should be done only after fully ensuring the desired quota 
of indigenous/imported erode. 

B. Processing Unit and Product-mix 
7.9. Besides Atmospheric Unit I, II and III, the Refinery has the fol-

lowing processing units. 
(a) Catalytic Reformin~ Unit 

7.10. Naphtha produced in Atm~pheric Units doe'S not meet the 
Octane specification for the market requirement of motor gasoline. This 
unit reforms the paphtha stream with Platinum Catalyst to obtain a higher 
octane reform ate for blending into M.S. The Unit also produced feedstock 
for the Udex Unit. The products of this unit are reformed gasoline and 
fuel gas for use in the Refinery. The unit has a design capacity of 3,00,000 
metric tonnes a year. 

(b) Udex Unit 

7.1 T. The Udex Unit which is basically an extracting unit for extracting 
Benzene and Toluene from Aromatics Reformate has an annual capacity 
of 109.000 metric tonne" of Rcformate, producing 33,000 tonnes Benzene 
and 14,000 metric tonnes Toluene. The capacity of the Udex Plan has 
been raised to produce 45,000 tonnes of Benzene per year by spending 
about Rs. J lakh for minor modifications. 

(~) Ethyl Blending Plant 
7.12. This unit comprises of storage for TEL drums, facilities for Ethyl 

blending and dye addition and TEL extraction from TEL wash. A check 
and change house with a laundry facilities is also incorporated. The Unit 

"bas a blending capacity of 1,86,000 tonnes per year. This capaeityis 
ba~d on single shift (6 hrs.) operation and can be increa-sed depending 
upon the demand for the product. Throughput during 1969-70 was 
4.76,353 tonnes. 
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(d) LPG Filling STATION 1 ~, 

7.13. The LPG filling station was designed for filling 2000 Indane 
cylinders per day, amounting to about 10,000 tonnes per year. Production 
facilities, cylinder fiUing capacity and bulk loading facilities for LPG have 
been improved in the Refinery. On account of this the refinery was able 
to despatch 60,000 tonnes of LPG per year, as could be seen from the 
Annual Report of the Ministry (1973-74). 

7.14. The main products of the Gujarat Refinery are LSHS, HSO. LOO. 
SK, MS, ATF, Naptha, LPG, Benzene and Toluene. The Refinery has 
started producing special cut naphtha for the Indian Petro-Chemicals Cor-
poration. 

C. Design, Equipment and Material 

7.15. The Management have informed the Committee that for the first 
time in the country's oil sector 40 per cent of t~e Refinery's design drawings 
were prepared by Indian Engineers in collaboration with a small team of 
seven Russians at Baroda itself in a record time of six months. Also work-
ing drawing for the expansion of Gujarat and BarauDi Refineries have been 
done 100 per cent by the same design organisation. 

7.16. Unlike other earlier Refineries, Gujarat Refinery utilised about 
60 per cent of the equipment and material from indigenous sources for the 
second million tonne and about 75.per cent for expansion to three million 
tonne capacity. In respect of Udex Plan equipment utilised from indigen-
ous sources was about 70 per cent. 

7.17. The expansion of the Refinery from 4.3 to 7.3 million" tonnes per 
annum entails putting of a new distillation unit and secondary processing 
facilities is being designed and built without foreign collaboration. 

7.18. Tbe Committee note tbat 40 per cent of the Refine.,.'. des", 
dra"ings were prepared by IndiaD EqiDeen In coliaboratioa with a .maY 
team of ",even Russians, and tbat tbe expaDlion 01 Gaja"" and Bannml 
Refinery was done 100 per cent by tJae sanae oqpuaisetloa. Tbe Beliaery 
utilised about 60 per cent of equipment aDd materials from indigenous 
sources And abont 75 per cent for the expaiillon to tltree million tonDeS. 
The expall5ion of the ReWnery to ".3 m~lon mnnes Is being designed aDd 
buUt without fOretgDeoHlaboratioia. 

/, . 
7.19. The Committee hOpe tbatGovemment/Corporatio.n wou .. 

emulate tM example of Guprat Relhlery whUe pl_nlng 8nd- executlq 
the expansion! ueatioa of capacity Ja the COUIIfI1, ...... tile Fifttl Fife 
'Year 'PIIIII. 
532 L.S·-I0. .. 
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D. project Cost 

7.20. The capital cost for the two million tonnes capacity, was initially 
estimated at Rs. 27.78 crores (excluding the cost of land for refinery, town. 
ship and other connected works amounting to Rs. 3.61 crores). This was 
revised to Rs. 30.99 erores in October, 1963. The actual expenditure 
incurred up to March, 1973, amounted to Rs. 26.27 crores. 

7.21. The actual expenditure on the expansion of the refinery from 2 
million to 3 million tonnes was Rs. 2.4 crores as against the estimate of 
Rs. 2.9 crores. 

7.22. The actual expenditure on the Udex Plant was Rs. 2.56 crores 
as against the estimated cost of Rs. 2.69 crores. 

7.23. The expansion of the Refinery to 7.3 million lonnes per annum 
is expected to cost Rs. 28.08 crores. 

7.24. The Conunittee note with satisfaction that the Corporation W81 
able to ellect a Iln'ing ill the capital cost of the Refinery. The actual 
expenditure incurred by the Refinery for the two million tonnes capacity 
was 26.27 aores 81 agahmt the proJed estimate of RI. 30." crores. The 
actual expendltuft on the expansion of Refinery from 2 mUJlon tonnes 
was Rs. 2.4 crores as against the estimate of Rs. 2.9 crores· The adual 
expenditure on the Udex Plant was RI. 2.56 crores 85 against the project 
estimate of RI. 2.69 crores. 

E. Change of orpnisat1on structure 
I 

7.25. For the first time in the public Sector, the concept of staff and 
line function was introduced in this refinery about 3i years ago. Also a 
new concept "Technical Audif' was introduced. With the introduction of 
these systems of 'Checks and Balances', there has been vast improvement 
in the performance of this refinery. The capacity of the refinery bas been 
increased by more than 25 per cent, the plant downtime has. "been reduced 
almost to hatf by proper inspection and preventive maintenance, consump-
tion of utilities; fuels and chemicals, etc. have been substantially reduced. 
The profitability of this refinery haS' gone up and one major reason for this. 
could be attributed to -the introduction of these new systems. 

7.26. The Committee IJnd that tbe cODcept of staft aDd line function 
was introduced In the G'Ujarat "'ery abo. '3! years alO. The aew 
concept of "Technical Andlt" bas allo bee. introduced in this RefiDery. 
AI a result of proper Inspection aDd prevention maintenance, consumption 
of utUities, fuels IIId daeat~ haY. beu reduced tbereby increasing the 
yield ~nd reducing the processiQa cost. 

7.2'7. WIllie tile Cemmittee appredate the steps taken by the Gojarat 
Refinery they hope that similar steps would be taken in the other JOe 
refineries in order to bring about Improvement in operatiDg efficiency and 
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eIIect ecollOllllei ia cos ... 
F. Ap'eemeDt with foreip suppUen 

7.28. The contract with the U.S.S.R. suppliers provided for the supply 
of equipment and materials weighing 15,350 tonnes for the setting up of the 
refinery, having a capacity of 2 million tonnes, at a total elF value of 
Roubles 12.5 millions. Additions/replacement of the equipment and 
materials could, however, be made, without affecting the capacity of the 
refinery as well ~ the quality and quantity of the oil products within a 
limit of 5 per cent without any change in the agreed price of Roubles 12.5 
millions. Subsequent to the signing of this contract, equipment and mate-
rials to the extent of 204,196 tonnes were deleted from the supply schedule 
of the contract in terms of the protocol dated 9th October, 1964, as these 
were available from indigenous sources. The protoco] was, however, silent 
about the possible reduction in the contract price in lieu of the deletion 
of the quantity from the contracted supplies. The Management stated 
(July, 1970) that the value of indigenous purchases made in place of deleted 
items cannot be segregated at this stage as these items were of general 
utility and were procured as part of overall requirements for construction 
and operation. 

7.29. The quantity of equipment and stores actually supplied by the 
foreign suppliers was 15,306 tonnes as against the stipulated quantity of 
15,146 tontles (i.e. 15350 less 204 deleted). Of the quantity received, 
only 13,925 tonnes of materials were cOnsumed on erection, rendering 1,350 
tannes as surplus (31 tonnes were lost/short receiv~d) of which 327 tonnes 
were subsequently used on other works. In regard to .the disposal/utilisa-
tion of the balance 1023 tonnes of stores valuing Rs. 441 lllkhs, the Manage-
ment have stated (September, 1971) as follows:-

"This quantity was made up of various items such as pipes, valves, 
electrical material, cables, bends, bolts, nuts, instrumepts etc. 
These items have been subsequently taken on charge on Bin 
Cards along with similar indigenous materials under various 
categories of stores in· their natutal unit of measurements. 
Thereafter issues transfer to other units of Indian on Corpora-
tion have taken place. We are having under the category of 
Russian Stores materials worth only Rs. 3.53 lakhs 8§ on 
31-3-1971 which in due ctiurse vAn be transferred to appro-
priate codified groups. In vieW of this, it is not possible to work 
out the quantity aild value of the Russian materials that may 
still be lying in stocks in the refinery;" 

7.30. In February, 1?70, the refinery pt~ferred a claim for Rs. 15.76 
laths against the foreign suppliers, otl account of the value of the deleted 
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items weighing 204.196 tonnes (Rs. 10.92 lakhs) and due to defe<:ti¥o 
material and other causes (Rs. 4.84 lakhs). The claim has not been 
accepted by the suppliers so far. 

7.31. The Committee enquired as [0 why action was not taken to work 
out the quantities of material and list of equipment which could be avail-
able indigenously before finalising the list of equipments and materials to 
be imported under contract. The Ministry stated as follows:-

"The requirement of equipment/materials was drawn up after de-
tailed discussion with USSR suppliers. The 204,196 M.T. of 

material which IOC asked them to delete was later identified 
as not complicated for manufacture indigenously which the sup-
pliers agreed to delete. This exercise of a second detailed 
scrutiny was carried out very much later keeping in view the 
then indigenous availability." 

7.32. Asked about the reasons for preferring the claim after about six 
years of the deletion of tbese items/receipt of defective materials etc. it has 
been stated that: 

"The claim for reimbursement of deleted items along with various 
other claims relating to defective materials and other causes 
could be preferred only after the supplies against the contract 
with the Russian Suppliers had been completed. Since the sup-
plies were completed, sometime<3 in 1966 and the details of 
other claims relating to defective materials etc. could be claimed 
and prepared in July, 1969, the claims were finally preferred 
only in February, 1970." 

7.33. The Ministry have now informed the Committee that the "sup-
pliers have agreed to re-examine the matter. IOC are pursuing the matter 
and have not so far sought assistance of Government for the recovery of 
the claim." 

7.34. De Committee find tbat a contract was signed with the U.S.S.R. 
suppUers for supply of equipmeat and materials weigbiaa U,350 tonnes 
for the settinl up of the Gujarat Re&aery. Subsequently, 204,196 tonnes 
were deleted from the supply sclledule of the contract in terms of tbe pro-
tocol dRted 9th October, 1"4, as tbese materials were available from 
Indigenous sources. ne Committee also note tbat tbe protocol was slleat 
about the possible reductioa iD tbe contract price in dae case 011 deletion 01 
tbe quaotity from the contracted sapply. 

7.35. "The Committee regret to note tbat theup the ~upplies uDder 
tile protoCol were COiBpI •• 115 early as 1966, it "II ollly in Feb......,. 
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1"0 after a lapse of six years from tile elate of protocol, that a claim for 
RI. 15.76 lakbs was preferred apiDst the foreip suppliers on account of 
tbe vllae rf deleted items weighinl 204.196 tolllleS (RI. 10.92 IakIIs) and 
also for defective materials aad other caues (RI. 4.84 Iakbs). TIIiI daiJD 
has not been accepted by tile suppliers so far. The Committee are .... 
lurprised that the manlllement bas IIOt sought the assiItance of Go. .. 
ment (or the recovery of the daim in spite of the long delay in the settle-
ment of the daim by the foreign aappUers. 

7.36. The Committee are now informed that the suppliers bave agreed 
to re-examine the matter. The Committee desire that the matter should 
be punued vigorously with a view to eftec:ting an early settlement of the 
claim. 

7.37. Tbe Committee are informed that it was not possihle to work 
out the quantity and value of Russian materials that might still be Iyinl 
in stock in the Refinery. The Committee fail to undentand as to wby the 
materials received under the agreement should not have been kept sepa-
rately throughout. The Committee recommend that the matter should be in-
1'estigated to fix responsibility for the lapses. The Committee sbould be 
Informed of tbe action faken. 

G. Erec:don and Commissioning of tbe Units 

7.38. The scheduled date of completion and the actual date of comple-
tion of the first phase of the refinery consisting of one Atmospheric Unit 
of one million tonnes and a thermal Power Station, the second phase of the 
refinery cQnsisting of one million tonnes Atmospheric Unit and the Cataly-
tic Reforming Unit and the third phase conSisting of expansion of the 
refinery from two million tonnes to three million tonnes are indicated 
beJow:-

Units of the Refinery Original date of com- Actual date of com-
pletion pletion 

First phase consisting of one million tonne 
Atmospheric Unit and a Thermal Power 
Station. December, 1964 September, 1965 

Second Phase cosisting : 

(a) 0 million tonnes Atmospheric Unit 

(b) Catalytic Reforming Unit 

Middle of 1965 

" 
ThIrd Phase consistinjr of Expansion of re-

finery 1 rom Z million tonnes to 3 million 
tonnes. Middle of 1967 

June, 1966 

OctOber, 1966 



138 

7.39. The delay in the supply of equipment by the Soviet suppliers was 
one of the c~us~s .for the delay in completion of the Units. But no penalty 
could be levIed 10 the absence of a suitable provision in the agreement. 

7.40. In a written note the Management have informed the Committee 
that apart from the late arrival of the Soviet equipment the delay in the 
completion of Unit was also due to non-receipt of drawings in proper 
sequence and according to agreed schedules. In the case of Thermal 
Power Station and also in other plants of the Refinery there had been 
abnormal delays in the despatch of drawings. 

7.41. There were also delays in laying the RaUway siding into the 
Refinery as the residents of Karachia village through whose land the Rail-
way siding was passing had approacbed the High Court to secure a writ. 
Consequent on the delay in laying of the Railway siding the heavy equip-
ment which arrived from the USSR could not reach the working site in 
time. 

7.42. There was also a strike by the employees of the main mechanical 
contractors lasting for about 2 months which also caused some delay in the 
construction schedule. 

7.43. It has been stated that "it is not easy to apportion the extent of 
delay precisely to each of the above factors." 

7.44. The delay in the completion of first,phase of the Gujarat Refinery 
consisting of Atmospheric Unit of one million tonne and a thermal power 
station was commented upon by the Committee on Public Undertakings 
(1966-67) in para 122 of their Thirty Sixth Report (Third Lok Sabha-
March, 1967). The Committee observed that "while considering the 
delays that take place in the construction of refineries one basic fact which 
has to be remembered is that imports have to be made to meet the demands 
of refined petroleum products in the country". The Committee, therefore, 
urged that in planning and executing future refineries and in expanding the 
present refineries this aspect of the matter should be borne in mind by 
Government. 

7 .45. The Committee find that there bas been delay of 3 to n months 
in the completion of the various units 0( the Gajant Refinery due to delay 
in the sliPply of equipment and detailed worldng drawiqs by the colla-
borators. The delay was also stated to be due to occasional strike by the 
workers of the contradors. . 

7.46. The Committee reiterate their earlier recommendation in para-
graph 122. of their 36th Report (lrd Lok Sabha) that the delay in the 
execution of schemes regardinll creation/expansion of refinery capadty in 
the conntry should be avoided at aU eosts 10 that import of petroleum 
products inl'ohip~ bUlle amount of foreign exdulnge is reduced to the 
mlDimum. 
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H. Udex Plaat 

7.47. In luly, 1964 Government approved the setting up of an Udex 
Plant for the manufacture of benzene and toluene from the reformed 
naphtha. 

7.48. According to the delivery schedule stipulated in the contract dated 
15th December, 1964 with MIs. Nuovo Pignone of Italy the erection of the 
Udex Plant was to be completed within 27 months from the date of en-
forcement of the contract. The date of enforcement of the contract waa 
September, 1965 and accordingly the erection of the plant should have been 
completed by December, 1,967. 

7.49. The foUowing table gives the scheduled dates and the actual dates 
of completion of the various stages of the Project. 

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

(a) Supply of basic data by the owners to 
the contractors-within 45 days of the 
contract . 

(b) Delivery of purchase specification of 
materials and equipment I I months. 
from the effective date of contract. 

(c) Delivery of drawings and specificatioll8 
14 months from the effective date of 
the contract. • • 

Cd) Delivery of 90 percent of the material~ 
lind equlpment-within 22 months 1 of 
the effective date of the contract. . 

(e) Completion of the project-27 months 
from the effective date of the contral . .-t. 

Scheduled date Actual date Delay 

28-10-1965 January, 1966 3 months 

13.8-1966 February, r9fi1 6 months'l 

134II -r96(j IS-%-t!l67 3 month, 

13-1·1967 S-4- rG§7 

13-12-1967 December, 1968. u months 
_ ..... _-_. 

7.50. The delay has been attributed by the Management to the foJ1ow-
ing factors:-

(i) Although the controct was signed in December, 1964 it came 
into force only in September, 1965 as the bank guarantee was 
delayed by about 9 months due to the transfer of the plant from 
ONGC to the ICC involving amendment of the import licence. 

(il) There was delay of 3 months on the part of foreign suppliers in 
despatching final specifications and drawings of maio civil worts 
resulting in the delay in calling for civil tenders. 
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(iii) Delay of 3 months on the part of the contractors in supplying 
the basic data and the Indian standards ~ accoum of delay, 
in sending the standards for structural steel by the Company. 

7.51. No responsibility for delay could be fixed on the foreign contrac-
tors in terms of the contract. 

7.52. As regards the issue of bank guarantee and the amendments of 
Import licence, the Ministry have explained the position as foDows:-

"As per terms of the contract ONGC was re'Juired to obtain a letter 
of guarantee from the State Bank of India. ONGC in turn 
approached the Government for issue of counter guaroantee. 

As a special case, counter guarantee of Government of India 
was communicated in May, 1965. The Koyali refinery was 
transferred to IOC from ONGC in April, 1965. IOC requested 
for clarification in May, 1965 as to whether the refinery trans-
ferred to them included the Udex Plant. In July, 1965 it was 
decided that the Udex Plant would form part of the refinery 
and would therefore be with the lOCo The counter guarantee 
earlier issued on behalf of ONGC was then transferred in favour 
of JOC in August, 1965. 

On 2nd September, 1965 10C stated that their import licence dated 
12-3-1965 for Rs. 61.24 lakhs was expiring on 12th September, 
1965 and they requested the CCI&E for revalidation of the 
licence up to 15-12-1966. On the same day, Ministry requested 
CCI&E for revalidation of the licence and the CCI&E revali-
dated the import licence on 3-9-1965." 

7.53. The Committee find that the Udex Plant of tbe Gujarat Refinery 
was originally scheduled to be completed by December, 1967 It was, bow-
ever actually completed in December, 1968. There has been an initial 
delay of 9 montbs as tbe bank guarantee already issued to ONGC bad to 
be transferred in favour of JOC and tbe Import licence bad to be revaH-
dated. Consequent on the transfer of tbe Refinery from ONGC to JOC. 
The date of contract witb tbe Italian firm was accordingly shifted from 
December, 1964 to September, 1965. Tbere bad also been a delay of 
one year in supplyiDg of the basic data by the owners to the contractoR 
(3 JDOntIIs), in tbe delivery 011 purchase specification and equipment (6 
months) and in the delivery of drawings and specifications 13 months). 

7.54. 'J1I. Committee are IIOt llappy oyer such adminIStrative delays 
which baa resulted in delay in the erectIen Mid comndssloning of the· 
Plant. Tbey hope tbat sum delays would be a,volded in futnre. 
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L. Deeiped CapacitY., ad product IIIix 

7.55. The refinery comparises the following main units:-

Unit 

Atmospheric re-run 
units 

Catalytic reforming 
Unit 

UdexPlant 

Designed 
capacity 

Date of 
commissioning 

I million tonne October, 1965, 
each June, 1966 and 

September, 1967 

3,00,000 October, 1966 
tonnes 

1,09,000 December, 1968 
tonnes, 

Input 

Crude Oil 

SR Gasoline 
cuts & other 
cuts from At-
mospheric re-
run units 

Catalytic 
reformate 

Output 

Motor Gasoline._ 
iI\iiation turbine 
fuel 

Lightint Kero-
sene, PG die-
sel fuel, other 
solvents 

To enrich the SR' 
gasoline cutl 
with required 
octane specifica-
tion of motor-
spirit 

Benzene,toloenc1 
ra1tinate 

Bthyl blending plant 1,86,000 
tonnes 

NGvember, 1965 Motor gasoline To ethylatc· 
motor gasoline 

1. ProductiOB Performance 

7.56. The Project Report for the two million tonnes capacity en~isaged~ 
the production of seven items against which 13 items of finished prodwu: 
are now produced. One of the finished products envisaged in the projcc:t· 
report (solvents) is not being produced as the market is fully saturated, 
with the solvents produced by the Private Oil Companies. Seven new pro-
ducts viz., IP-4, Naphtha Benzene, Toluene, L.D.O. (C),LD.O: and M:S;, 
(93 RON) have been added. . 
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7.53. The processing capacity of each of the three Atmospheric Re-
run Units was fOlmd to be 10 per cent more than the installed capacity. 

7.59. The shortfall in 'p'roduction vis-a-vis the designed capaciy of 
AU. I. during 1966-67 and 1967-68, and AU. II in 1966-67 was mainly 
due to tbe units remaining idle on account of the problem of marketing 
dhe naphtha and low sulphur heavy stock (LSHS). 

K. Produdioa Performance-Udex Plaat 

7.60. The following tabJe shows that actual production in the Plant 
''Since its commissioning in December, 1968 as against the rated capacity:-

In tonnes 

Actual Production 
Rated $.Apacity (Dec., 68 to 

Mar. 69) 1969-70 1970-71 1971-7~ 1972-73 

Benzene 33,000 889 8,8~ 18,889 U,S7S 30,342 

"Toluene 14,000 651 1,,61 3,22.2 3,757 7,580 

Raffin8te 60,000 3,709 17.830 ~8,399 45.507 S5.~%8 

Loss 2,000 220 274 961 1,481 I,9OS 

Total.Throughput 1,09.000 5,469 28.494 51,471 : 73,320 ;95,055 

7.61. During the year 1969·70 (one full year after commissioning) 
·the plant produced 28,220 tonnes of products, thus acbieving 26 per cent 
. ..of the installed capacIty of 1,09,000 tonnes. The Management stated 
. .(JuJy, 1970) as under::-

"The plant operated depending upon the demand from the market 
for Benzene and Toluene given by our Marketing Division. 
Although the Refinery bad given sufficient notice to the Mar-
keting Division about the availability of these products, the 
customers bave not come up as earlier expected. It is under-
stood that the Steel Plants have also increased their Benzene 
production with the result that there is severe competition in 
tbe market for this product and it is Dot possible 20 tix ClIS-
tomers cn a regular basis to the extent of our full production. 
Oujarat State Fertilizer Corp. were expected to Jift about 
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15,000 tonnes of Benzene for their plant for the manufacture-
of Caprolactum which is still not ready." 

7.62. During evidence the Managing Director explained the positioD.: 
as follows:-

"The decision to set up Udex plant was taken on the basis of 
expected supply of Benzene to the two major consumers com-

panies, i.e. Capro~ctum plant of Gujarat State Fertilizer Cor-
poration :lDd the Hindustan Organic Chemicals. These are 
the two main consumers, except two or three other consu-
mers. There has bun delay in the coming up of the Hindus-
tan Organic Chemicals and the others. That is the rcason, 
why we were not in a position to run the rated capacity." 

7.63. The Committee enquired whether the production potential of 
Benzene, Toluene available in the.' steel plants of Hindustan Steel Ltd. was 
duly taken into account while taking the decision to set up Udex Plant 
in the Gujarat Refinery. It has been stated that: 

"The production potentia! of Benzene, Toluene etc. from the steel· 
plants was taken into account while taking a decision to set 
up the Udex Plant. The figures of production from the steel' 
plants were very erratic and the supplies available in the 
market varied widely depending on the operating level of the 
steel plants and their internal requirements for gas produc-
tion ctc." 

7.64. Asked whether the demand for Benzene and Toluene has since 
improved it was stated:-

"From next year, the demand of Benzene in the country wiII be 
such that we will net be able to supply the requisite qu.'"tntity 
of benzene from our plant at Gujarat. There wiII be no prob-
lem from next year. The demand will be very high. We 
have in hand certain other schemes, whereby to produce 25 
per cent excess than the designed capacity. We wilJ be able 
to meet the demnnd better, if we are successful in that." 

7.65. The Committee note that the Udex Plant was set up on the 
assumptioa dlat the CaproIadum Plant of Gujarat State FertDizer Corpora-
doD, tile Biadustan Orgauie Cbemi~als and two or three other industries 
would be able to absorb aromatic chemicals such as Benzene, Toluene 
etc. But the establishment of Caprolactum Plant and the HindustaD 
Organic: Chemicals was l'ery much delayed. The increased Benzene pro. 
dudion in the Steel Plants further reduced the sale of Benzene from the 
Udex Plaut. As a result the plant could a~bieve only 26 per cent of the 
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.ated capacity during 1969-70. It bas, bowever, gradually improved its 
performance during the subsequent years. During 1970-71, 1971-71 aDd 
1972·73 it achieved 47.22 per cent, 67.27 per ceDt aad 87.21 per cent 

·of its rated capacity. 

7.66. The Committee feel that tbe erectioD and commissioning of the 
Udex Plant should Ilave been coordinated with the estabUshment of fac-
torie'l coDsuming Benzene BDd Toiuane, so that there might be an assured 
market for the products of the Plant. 

7.67. The Committee are informed that the Management have in 
band a scheme to expand tbe capacity by 25 per cent. Tbe Committee 
hope tllat the Corporation would p~t by their experience and ensure 
adequate markets for Benzene and Toluene before UIIdertaking the expan-
sion scbeme. 
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14:7 v.., 

M . ........ Cost 

(a) Atmospheric Re-run Units and Catalytic Reforming Unit 
7.69. The processing costs per toone of crude oil throughput (AfiDos--

pheric Unit-wise) and charge stock (for the CRU) processed during tho"' 
last six years 1967-68 to 1972-73 were as under:-

Year Particulars Atmos- Atmos- Atmos- Catalytic 
~c 't-I 

pheric 
Unit-II 

rreric Reforming 
nit-III Unit 

1967-68 Total expenses (Ra, in lakhs) , 60,68 7I'SI 12'04 S7'I4 
Throughput/charge stock 6 

(tennes itt lakhs) . , 7,84 10·'04 1'3 2-86 

Processing cost/tonne (RI,) 7'7 7'1 8'9 20' 01' 

1968-69 Total expensC8 (Rs, in lakhs) , 66'72 6S'96 42'7S S8' 31' 
Throughput/charge stock 

(tonnes in lakha,) 10'26 10-33 9- J2 3'07' 

Processing cost/tonnel (RI.) , 6'5 6'4 4'7 18'97 

1969-70 Total expenses (Rs, in lakhs) 73'74 69'42 46'97 4S-74 

Throughput/charge stock 
(tonnes in lakhs,) , 12'29 II'80 10'08 3'17 

Processing cost/tonnes (Rs,) 6'0 S'9 4'7. 14-42 
----

1970-71 Total expenses (Ra, In 1akha,), 7S'S6 76'17 48'74 43' 12 
ThIoughput/charge, atock 

(tonnes in lakhs.) 12'02 12'37 10'44 3' 17 
Ptocelsing cost/tonnes (Ra,) , 6'29 6'16 4'67 13'62 

1971-72 Total expenses (Ra, in lakhs,) 7S'3S 71'64 so'S8 41'19 
Throughput/charge stock 

(tonnes in lakhs,) 13'oS 12-23 11'36 3' 16, 

Ptocessing cost/tonnes (Rs,) • S'77 S'86 4'4S 13'04' 

1972-73 Total expenses (Rs, in lakhs) , 77'74 79'87 S7'42 42' S'F 

Throughput/charge stock 
(tonnes in laths,) 13'48 13'99 10'03 3'2; 

Processing cost/tonnes (Ra,) "77 S'71 S'73 13-02-

_ The erocessing cost per tonne hasleneraDy decreaeed with the increase in the quantum~ 
of throug Iput/charge stock. 
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P. Varia .. III Product .... 
7.78. In the Project Report for the two million tonnes capacity seven 

items of finished products were envisaged against which 13 times of finish-
ed products are now produced. Since the range of products envisaged in 
the Project Report is not being produced, it is not possible to state as to 
whether the product pattern now followed is favourable or otherwise as 
compared to that envisaged in the project report. 

7.79. It was explained by the Management that the Refinery is not 
having any control over its product pattern and that the production 1s 
regulated in accordance with the projected demands. 

7.80. There were deviation8 from the product pattern in tlfe revised 
budget estimates wbich were prepared after taking into consideration the 
market demands, actual daily uplifts ullages available in the Refinery, 
changes in the blending ratios, specifications of the products '8Jld tho 
units/parts of units operating in the Refinery at any particular time. The 
effect of deviation from the budgeted product pattern in terms of revenue 
gained or lost by the refinery is indicated below:-

Year 

1970-71 

1971-71 

1971-73 

(Rupees in lakhs) 
Loss (-) /Gain( + ) of revenue Pattern variance 

(-)96'90 

Not Worked out II the breall;-up of the- various finished products 
provided for in the revised estimates was not available. 

(-)68'47 

(+)76' 68 

(-)6'74 

(+)61'01 

(-)91 14 

--------------------- --
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7,86, The Management have stated that in working out the yield in 
the above total during 1966-67 to 1969-70 the intermediate stock differen-
tial has not been included, This is also to be included to get the correct 
yield. The percentage yield would therefore require to be changed as 
under:....;,.. 

1966-67 91'3S 
1967-68 89'73 
1968-69 . 92' 12 . 
1969-70 92'40 

7,87, It has been added that the refinery was su'pplying power to the 
Gujarat Electricity Board system to meet the shortage of power in the 
State by utilising the stand-by capacity available in the refinery's Thermal 
Power Station, The own fuel consumed for generating this extra power 
would normally have been av&ilable otherwise for sale as LSHS, If this 
is taken into account. the total yield would be as under: 

1966-67 91'80 

19~i-68 90'77 

196£-69 93'17 

1969-70 93'44 

1970-71 92'93 

lY71-72 93 '98 

J972-73 93'SI 

7.88, The reasons for achiev:Og a 'higher percentage of yield than 
envisaged in the DPR are stated to be as under: 

( 1) Economy in the usage of own fuel. 
(2) Reduction of power. steam and water and effecting control by 

technical auditing. 
(3) Utilisation ()f more and more gas as own fuel resulting in less 

ftare. 
(4) Watching and controlling the losses arising at various points 

during stora~e. handling, loading operations etc. 
7.8'. The Committee note that Gojafat Be8nery bas beeD able to .-

acbieve a higher percentage of yield thaD eavlsapd In the DetaIled Pro-
ject Report by certain steps Ilke economic In tile OIage of own lule, rechK:-
lion of power, steaDl and water and etleetiaa control by tecbakal audltlag, 
atiJisation of more and .. ore ps as OWD fuel nsuldq In leis Iare, Witch-
iIII and conCroUhll tbe losses ariIiIIa: at various points dorIaa storage, 
IlaadUnI, loading operatJou etc. The CODlmittee recoauaead .... t the 
Corporatiou .houId CODldder taking sIaaIIu me_ -In the other Rt6Ie-
ries also so 81 to IDlprove the opentlDa etBdeacy aad etrect ecoao.J. 

- I 
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C. Supply of (~rude Oil by Oil India Limited to Gaubati and Baraoai 

Refineries 

8.4. The price paid for crude oil by the Indian Oil Corporation Limi· 
ted is based on import parity price and not the actual price that was paid 
to the Oil India Limited in accordance with the Agreement with Govetn-
meDt at India. 1n view of the low off·take of crude by the Indian Oil 
CorporatioD Limited, from Oil India Limited, the Government of India 
paid by way of retrospective price adjustment during the years 1962-67 
and termed as 'subsidy' a sum of Rs. 1687.38 lakhs. In addition, a 8um 
of Rs. 294.45 lakhs was paid by the Government as sales-tax during the 
same period. lhe tctal of both these amounts is Rs. 2081.83 lakhs. The 
sales tax is payable by the purchaser of crude oil in accordance with 
clause 9(D) of the second supplemental Agreement (1961) between the 
Government of India and the Burmah Oil Company. 

8.5. Subsequently, due to increase off-take of crude by the two Refi-
neries of the Indian Oil Corporation Limited during 1967 to 1970, the 
prke discount received by Government from the Oil India Limited for 
the crude oil purchac;ed by the Government amounted to Rs. 644.09 lakhs. 
Of tbis amount, a sum of Rs. 462.48 lakhs was paid as sales tax on crude 
purcbased from the Oil India Limited during 1967-70 and the balance 
of Rs. 181.01 bkhs was credited to Government account in cash. 

8.6. Asked about the position during 1971 to 1973 the Ministry st~ted 
as follows:-

"The accounts of Oil India Ltd. for the years 1971 and 1972 have 
not been finalised as yet. According to the provisional ac-
counts, Government i~ likely to rece'lVe as price -discount from 
OIL Rs. 424.41 lakhs for 1971 and Rs. 166 lakhs for the 
year 1972. Of these sums, sales tax amounting to Rs. 122.71 
lakhs for 1971 and Rs. 135 lakh for 1972 has already been 
paid. Out of the balance amount of Rs. 332.70 lakhs, a sum 
of Rs. 3.2~ crores has been received in cash, pending final 
adjustment of accounts. . 

It is not. feasible to indicate at this. stage the amount to be receiv-
ed by the Government as price adjustment for the year 1"973. 
On present indication, this amount would be higher than the 
amount receivable for the year 1972." 

D. Non .. tdetaeat 01 PrIce of ONGC crude 011 

8.7. The OU and Natural Gas Commission is supplying crude oil from 
its Ankleswar fields to the Gujarat refinery since the commencement of 
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production in October, 1965. No agreement could, however, be reached 
between the Company and the ONGC regarding the price to be paid for 
the crude oil supplied on account of difference of opinion with regard to 
escalation, conversion factor, ocean freight and exchange rate. The mat-
ter was ultimately referred to arbitration. 

S.8. According to the award given on 10th June, 1971, the extra fin-
ancial burden was as follows:-

(Ra. in Is khs) 
Refineries 1966-67 1967-68 1968 -69 1969-70 1970-71 
Gauhati 0.99 3·9~ 

Barauni 16·91 
Gujarat 43·44 74.59 46.88 71·S3 III.44 

S.9. The Committee enquired whether the necessary adjustment on this 
account had been carried out in the accounts of the respective refineries. 
In a written reply, the Ministry stated as follows:-

"Necessary adjustments on this account have already been carried 
out in the accounts of the respective refineries upto 1970-71. 

From 10th June, 1971 onwards, IOC are making payments ac-
cording to the award. Since the refineries are implementing 
the award from 10th June, 1971 onward, the question of ad-
justment from 1971-72 onwards would not arise." 
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8.11. The reasons for variations in the working results of the threo 
refineries are discussed below:-

(a) Gauhati Refinery 

8.12. It is seen that in Gauhati Refinery the percentage of expenditure 
to refiner's margin which was showing an upward trend from 1966-67 was 
the highest in 1970-71 when the actual expenditure even exceeded the 
refiner's margin. During the years, 1970-71, the Refinery incurred a loss 
of Rs. 23.76 lakhs as against a profit of Rs. 68.13 lakhs made during 
1969·70. The following factors were stated to be responsible for the 
deteriorating trend in Gauhati Refinery during 1970-71. 

"I. The lower throughput during the year 1970-71 the reasons for 
which are given below:-

(a) Unsteady and interrupted power supply from ASEB when 
the refinery's turbo-generators were under capital mainten-
ance one by one from April, 1970 to December, 1970. 

(b) During July, and August, 1970, there was product uplift-
ment difficulty at Siliguri due to railway strike resulting in 
ullage problems at the refinery. 

(c) Lower supplies of crude oil from OIL during the winter 
period of the year mainly due to Limitations of plunger 
capacity at Moran Pump Station. The reduction in profit 
on account of this is Rs. 33 lakhs. 

2. The price of crude oil was increased with effect from 1-1-1970 
as a result of adoption of medium range tanker freight rates 
as against large Range II tanker freight rates adopted by JOC 
in the price build up. The amount due for the period 1-1-1970 
to 31-3-1970 on account of enhanced rate of crude oil 
was also provided in the aocounts for 1970-71. The profit 
was reduced by Rs. 43 lakhs on these accounts. 

3. Import of power from ASEB during the overhaul of turbines 
(Rs. 6 1akhs). 

4. Upward revision in the salaries of officers and staff as a result 
of agreement (Rs. 26 lakhs)." 

8.13. As regards increase in expenditure as percentage of Refiner's 
margin in 1971-72 and 1972-73 as compared to 1969-70, it was stated 
that the basis of payment for crude oil changed from 1-1-70 the effect of 
which was felt from '70-'71 and onwards thus reducing the margin. The 
increase in establishment expenses due to negotiated settlement was also 
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effective from 1970-71 onwards. In the circumstances and in the absence 
of any significant di1ference in crude throughput, thepereentage of ex-
penditure to Refiner's margin was lower in 1971·72 and 1972-13 as com-
pared to 1969-70. 

(b) Barauni Refinery 
8.14. The Barauni Refinery made a profit of Rs. 277.98 lakhs during 

1972-73 as against profit of Rs. 343.93 lakhs during the previous year. 
About the reasons for the decline in profit the Ministry stated as follows:-

"During 1972-73 the refinery processed 129,514 tonnes of import-
ed crude, FOB price of which was US $ 1.770 per barrel 
upto November, 1972 $ 1.97 during December, 1972 
and $ 2.041 from January, 1973. The cost of trans-
portation (which incidentally included the cost incurred 
towards lightening of the vessel to meet Haldia draught and 
engagement of Daughter vessel) was very much higher than 
the then prevailing world scale rate adjusted for monthly 
AFRA. As against this crude price, the product prices ap-
plicable during the above period were "based on a crude price 
of 1.48 dollars. This has affected the profitability of the 
refinery to the extent of about Rs, 90 lakhs." 

(c) Gujarat Refiuery 

8.15. It is seen that there was a sharp increase in the percentage of 
expenditure to the Refiner's margin during 1970-71 in the Gujarat Refi· 
nery. The Refinery made a profit of Rs. 168.34 lakhs during 1970-71 
as against a profit of Rs. 481.01 lakhs made during the previous year. 
In regard to the shortfall in profits during this year, it was stated as fol-
lows:-

"Gujarat Refinery had to provide a liability of Rs. 245 lakhs in 
the accounts for 1970-71 towards increase in the price of 
crude oil arising out of an award by the Arbitrator. 

If this amount is adjusted against the profits of the respective previ-
ous years and 1970.71, the trend will not appear as adverse. 

Increase in the salaries of officers and staff as a result of agree-
ments. (Rs. 24 lakhs)." 

8.16. If the effect of the prior year adjustment is eliminated in the year 
1970-71 percentage of expenditure to Refiner's margin would be 56. The 
percentage in 1971·72 works out to 45 after eliminating prior year adjust-
ments. The reduction in the percentage of expenditure to Refiner's mar-
gin in 1971-72 as compared to ·1970-71 is due to increase in the margin 
arising out of better transfer price, expenditure remaining more or less at 
the same level. . 
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8.17. The Committee enquired about the reasons fortbe expenditure 

per tOnne of crude processed in Gauhati and BarauniRefineries being 
much higher than in Gujarat Refinery and for being highest in Barauni 
as compared with other Refineries. 

In a written reply the Management stated as follows:-
"There are several factors which vitiate interunit comparison. 

These may be broadly stated as follows:-
,. (i) Complexity of the refinery-depending upon quality of crude 

processed, secondary processing units installed and the end 
~ products desired. 

(ii) Capacity of the Refinery. 
(iii) Location of the refinery, and 
(iv) Capacity utilisation. 

8.18. In addition to the above factors, it was added that the import 
parity price for crude oil for Gujarat Refinery was based on LRI tanker 
freight rates while for Gauhati and barauni, it was on medium range 
tanker freight rates which was higher." 

F. WorkiDg of JOe Refineries as compared to Other Refineries 
The table below indicates the operating cost and the recovered pro-

ducts for 100 tonnes of crude processed in the public and private sector 
refineries:-

Refinery 

Gujarat 1972-73 

(:altex 1971 

Cochin 1971-72 

Burmah Shell 1972 

Batauni 1972-73 

Gauhati 1972-73 

Madras 1971-72 

Ello 1972 

Not': I. Source of Dlta : 

Recovered Products 

( fonnes) 

92'7 

91'4 

94'4 

93·8 

91 

90 

R8'7 

95·0 

Operating Cost 

(Rupees) 

I,IlI! 

1,833 

2,802 

3,364 

3,403 

3,573 

3,536 

3,591 

(i) The totl1 yie):! of pro~uctl per 100 tonnes of .crude for rdine~C? other than 
100 has been taken from Indian Petroleum & Cbemic;alStIUIUCS of 1972 
the publicalion of Ministry of Petroleum anc. Chemicils. 

(ii) The operating cost dati has been J.bulated from the Annuel Report. of the 
re1i&1eriea concerroe;i r"r the year indica,ed. 

2. Operatina COlt of MRL, CRL, ESSO, CaltCll and Shell inclUdes the COlt of 
packinaof Bitumen. 
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!.19. In this cOIlIlection the Manqement ltatcd tbat:-

"The yield of IOC refineries and Madras Re1inery is lower mainly 
because of the fuel used for OWn power generation. Gujarat 
Refinery is also supplying power to State Electricity Board 
and a part of fuel as used towards production of this electri-
city. Uquid products recovery at Gauhati is low since a part 
of the fuel gas has to be flared SO that the undisposable resi-
due could be bumt in the furnaces. 

Madras Refinery Ltd. and Barauni Refinery have Lube Plant 
which need high investment and the cost of operation of Lube 
block leads to higher operation cost of the refin.y per 100 
tonnes of crude. Gauhati Refinery has high operating cost 
mainly because of its low capacity." 

8.20. During evidence, the Committee enquired about the comperative 
efficiency between the private sector refineries and IOC refineries. The 
Managing Director stated as follows:-

"Comparison can be done only on a few points not on profit. I 
would like to say that the comparison will be telling whether 
we are running efficiently or not, whether downtime· of the 
units had been reduced, the operational efficiency as regards 
the yield of the refinery has been increased? If you see all 
our reports you will find in the last three years our total yield 
from the refinery has gone up. These are the few factors 
where we see that we are doing things in the right direction. 
In the Project Report you will find that for the Gujarat Refi-
nery they have given only 90 per cent recovery whereas we 
have achieved 93 per cent recovery by taking all the actions. 
Similarly in Barauni we have improved from 89 per cent. to 

91 per cent. r.ecovery by reducing the losses and improving 
the yields. It is very difficult to answer the other question 
with regard to the comparison of effiCiency with private sec-
tor refineries." He, however I added that "it will take a few 
more years to come to their standards. That I admit. II 

8.21. As regards scqpe for improvement in the Joe refineries, the 
Managing Director stated as foUows:-

"I myself do not consider just because w.: are making prollt WI 
are running most efficiently when we find lot of improve-
ments have yet to be done both in operata as well as in 
mailltenance so that we CaD increase the onsteam cfays of the 

plant, we can reduce the break down of the pI_ .1 weU a5 
.u can ·increase the profitability 01 the units. We have seen 
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our main problems--maintenance problem, wrong operation, 
erosinlco~rosion .or failure of the mc;lals etc.. Our, endeavour 
now is wnereyer these things· have failed we shoold look into 
all possible angles and also whether the plants have been run 
as per the normal. procedure and as per normul temperature. 
We have found that in all our refineric;s .this has been happen-
ing. Maintenance problem was created because plant was 
not run properly, .Col;fosion problem was not tackled m time. 
The problem of corrosion is such that it will not be noticed 
in the first one or two years. We are trying to solve this 
problem more on· technological oriented basis than previously 
done just on crash basis. 

We have taken up certain schemes. We have also started a Cen-
tral Service Organisation to give advice to the· units on all 
problems. There are quite a few problems not known to the 
local units. Some of the problems are referred to not only 
from their experience but they get expert advice frQm outside. 
We try to give proper advice so that we can take corr(!ctivo 
action in time to reduce the breakdown and ultimately we can 
keep the plants running more than what has been specified in 
the Project Report. 

We have taken a lot of action about the cost control by intrf'duc-
jng technical auditing system. That means norms and stand-
ard should be fixed and that should be adhered to. We have 
introduced it only in one refinery and we are gradually intro-
ducing the system in other refineries." 

B.ll. The CommiUee find tbat tbe profitabiUty of tbe three refineries 
.. arled widely from year to year. In some years the fluctuations in tile 
working results are quite disconcerting. Gaubatl Refinery lIutlered a loss 
01 RI. 23.76 Jakhs during 1970-71 • apJast a proftt of RI. 68.13 Jakhs 
during the previous year. Lower tIII'oagbput, fixation of hieher pri~ for 
crude due to adoption of mecliUID range tanker trel,"t ratH. Import ,., 
power from the Assam Electrldty Board due to capital maintenance of 
refinery's own turbo.-generaton are stated to be the reasons for tbe loss 
_rlDI1970-71. DurinJt 1971·71 and 1971-73 the Refinery made a profit 
01 RI. 37.87 lakbs ancJ RI. 71.78 IIIkbs ~'ftly. . . 

8.23. Banunl Reftn,,,,' m,,'" " proftt of Rs. 170.54 IRk-lis, Rs. J~3.Q' 
lUlls ad lb. 27'7.98 lUlls duriaI tile years 1970-71, 1971.71 ad 1972· 
73 _peed"". The deche In proftt dad .. 1971-73 II co ....... to 
1971.72 was due to ..... r price pelclior 6e Imported CI'1MIe. 
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1.24. Gujlrat Refiaery made a profit of 1&. 168.34 labs, lb. 725.43 
Iakhs and lb. 643·31 Iakbs ~urinll the years 1970.71, 1971·72 and 1972. 
73 respectively. The shortfall in profits during 1970-71 W8I!I due to Hability 
of lb. 245 lakhs towards increase in the price of crude 00 arising o,ut of 
an award by the Arbitrator. 

8.25. Tbe' CommiUee also find that the expenditure per tonne of crude 
processed in Gaubati and Barauni Refineries was much higher than in 
Gujarat Refinery. In case of Gauhati Refinery it was lb. 41.65, Ri. 35.60 
and Rs. 37.78 during the years 19,70.71, 1971·72 and .1972-73 respective. 
Iy ud for Barauni it was Rs. 34.41 Rs. 33.96 and Rs. 35.02 respectively 
• against Rs. 12.92, Rs. 12.37 and Rs. 13.73 respectively for the Gujarat 
Refinery. The operating cost in the Gauhati and Barauni Refinery was 
also much higher than the Gujarat Refinery. As against .he o.perating cost 
of Rs. 1,118 per 100 tonnes of cru~ processed in the Gujarat Refinery 
during 1972.73, the operating cost In the Gaubati & Barauni Refineries 
was lb. 3,573 and Rs. 3,403 respectively. The recovery of products in 
the Gauhati and Barauni Refineries was 90 and 91 tODDes as compared 
to 92.5 .onnes in Gujarat Refinery. The yield in the ESSO, Burmab 
Shell and Caltex Refineries was 95.0, 93.8 and 91.5 tonnes respectlnly. 

8.26. It has been ,stated that there are sevel'al factors which vitiate 
comparison between different refineries with regard to profifability as it was 
dependent upon several Tariable factors such as location aDd capadty oi 
the Refinery, quaHty of crude processed, capacity utilisation and the price 
of crude etc. 1YJe Management have, however, admitted that there Is need 
for making lot of improvement in the working of the JOC refineries and 
that it would take a few more years for the IOC refineries to come to the 
ltandard of refineries in the private sector. De Committee are informed 
dlat a Central Service Organisation bas been set up to give advice on ways 
_d means to improve the service and a Technical Audit Ceo is examining 
&lie consumption pattem of vario.us fuels, chemicals and utilities in order 
to fix Dorms for the different Units in the refineries. The Committee hope 
that with the assistaac:e of the Technical Audit Cen and Central Se"M:e 
Organisation, it would be possible to effect eco.nomiel III opel..... COlli, 
a&tain maximum recovery .. d increase the profttabllty of the reiaerre. In 

tile comi. yearl. 
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9.2. In regard to the existence of stores in excess of the requirement thO' 
Management have stated as follows:-

"The refineries wer.e forced to carryover in stock items of left over 
construction materials which were supplied by the foreign colla-
borators in excess of our requirements to ovorcome any even-
tuality. We are making effor.ts as part of stores reorganisation 
work to segregate those materials into items that will be requir~ 
ed in the refinery itself, item~ that are not required but may be 
used in other refineries which are under construction and items 
that will not be required and have to be disposed of. As these 
are in the nature of specialised equipments used in the petro-
leum refining industry we do not expect many people to pur-
chase these surplus items. Every effort will be made to dispose 
them of as quickly as possible after the above segregation is 
over." 

B. Surplus Stores 

9.3. The position regaring disposal of surplus material as On 31st 
March, 1973 is as under:-

(Rs. in laths) --------_ .. ----_. 
1. Value of stores disposed 
of durin" the last 3 years 

2. Stores transferred to 
other units 

3. Stores for Which 
disposal action is in 
progresl 

4. Store. whiCh have been 
re~ently f·Juni sU"plus for 

disposal aDd for which 
disposal action hu yet to 
be starte1 

Gauhati 

0.55 

1.25 

3.21 

1-:'.28 

Barauni Gujrat Total 

I2 .18 11.23 23.96 

14·33 7.74 

11.73 11·07 26.or 

18.06 ------------------------------------- 28.3" 

JOI .63 56.3") 30.04 ---------.-------- -----------------
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... : Ie> F'ifttIoli of MlnIm"ib' 'iandMUhhdai' ilihl~\ ',. "[ 
.4 .. :,~t" ~/ ;:,,'~, :,1 '. . 11"1;' ,,' 

i 9·4· ifh~ posit,ion,reSu9ing thefix'a¥O);luof .: minimp01! . and, .. aximwn 
Jimits in ~he t\lree re~er~i; as 00 31st}dar~~·1~73, is,Qs fQUowli:-

~. Gilu'ful,!i:~ut of ~978' items on 'inverltory~ limIts have been fixed 
for 645 items (spares for pumps compressors etc. not 
inc!ud'ed) .. ,. ., Il.· .. ·'t " ' • ' ,:' 

'Barauri~:-Ollt of 16405 iteins st~ndaTdised and codifiectlfmits have 
been fixed' for 7329 1nems. . ',' .' . 

'i GujaratrOut of 1108~ :tems, 5204 g'ave beenJaken on In,ven~ory 
. ,Cqt1trol. . / 

D. PhysiCal Verification of Stores and1:Spares 
" 

9.5. AccordilJg 10 the prescribed procedure. all items()f stores and 
spares are required' 'to be verified,' at 'least once durihgthe course of a fin-
ancial year. The position with iegard to l'hysical' 'Verificlition of stores' in 
the three refineries during 197()" 7!I I to 1972-73 ~was,. hOwever, 89 follows:-
--------_. 

'Year" No. of items on No. of items Percentage 
The Inventory physically 

verified 

--t 

Gauhati I9?'O-71 9858 4199 42'6 

1971:72 10140 2346 .23·1 

1972-73 9978 ,. 1Zl¢7 21·X 
",'t' • 

I~7:-:71 11.229 Nil :WiJ 

IOJ71-72 17305 2989 17'3 

1972-73 16406 .258 1'6 

Gujarat 1970-71 9239 448 4·8 

I· 
197X-72 10Cl90 lo.84 10'7 

IlnZ-73 11086, ' 6.f.45 !l8· 1 
, , 

9.6, The ¥anagemeot have fixed (from :197~73) ~e folJpwiu& norms 
for physical ve~ation:-): . ,. . .. 

A Category item. 

'1) Cateaory i~s 

. C Catesor>' items 

"',', I' 1 'Iill 

tw" " every yeu 
bDce·· . 

, ,·eYe7 yetI 
, Oaae iD 1htee-,un. 
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9.7. The Committee enq~lred whether the physical verification was 
being done in all the refineries according to the norms fixec1 by the Manage-
.ment. It was stated that "nonDs fo[ physical verification of A, Band C 
items were laid down by Management in August, 1972 and as such it it 
expected that the proaress of this work will be better in the current year." 

E. Stores and Pureba8e Procedure 

9.8. The existing stor.es and Purchase Procedure was adopted by the 
Board of Directors of the Indian Refineries Ltd. in 1958. With the growth 
of the organisation of the Indian Oil Corporation Ltd. (Refineries Divi-
5ion) it was considered necessary to streamline Stores & Pur.chase Proce-
dure so as to remove any lacunas or deficiencies which may have been felt 
in actual use of existing stores and Purchase procedure. Besides, the 
above procedure had been framed to suit the construction work require-
ments which needed to be changed to meet the operational requirements 
of the Units. One of the Controllers of Stores and Purchases was accor-
dingly entrusted with the task of compiling draft stores and pur.chase pro-
cedure in October, 1965. He presented his first araft report for discussions 
in the meeting of controllers of stores and purchases and Chief Accounts 
Officers held in March, 1968. In this meeting it was decided that Con-
trollers of Purchases of all Units should meet in April, 1968 and frame a 
common acceptable stores and purchase procedure. The dr.aft was finalised 
by them sometime in 1969. In January, 1969 a decision had however 
been taken by the Board of Directors to appoint Messrs. A. R. Palit & Co. 
as consultants for streamlining of materials Department at Barauni. Later 
the same firm was appointed to undertake the follow up work on the imple-
mentation of their various recommendations. One of the terms of re-
ference of their assignment was to draw up a Purchase Policy and Pro-
cedure Manual. In view of the above the procedure prepared by Con-
troller of Purchases was handed over to Messrs. A. R. Palit & Co. for 
their examination. 

9.9. The firm after exchange of views and examining the draft manual 
submitted finally their draft in September, 1970. This draft was circulated 
to all the Controllers of Purchases for their views. The views of the Units 
were received by May. 1971 in which they expressed several points of 
disagreement w.i,lh the procedure prepared by MIs. A. R. Palit & Co. 

9.10~ The Controller of Purchases suggested holding of a meetjn~ at 
Delhi to discuss the above procedure in the light of the lluideliJ'1es of 
Bureau of Public-Enterprises on this subject which also blld 'been received 
by this time. The ro~ting could materialise in July, 1972 and the dr~ft 
fina1illed in t"'i.. meetinll was submitted to the Board for approval ID 
January, 1973. The Board after consideration of the matter d~ided that 
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Managing Director (Refineries and Pipeline) and F1lUU1ce Director may go 
into the item and place before the Board any matters of policy involved 
needing Board's oattention and approval. It has been stated that "the matter 
is presently under examination with Finance Director." 

9.11. The Committee find that during the years 1966-67 to 1972-73, 
tbe value of the stores held in stock varied between 29 to 39 months con-
sn.mpdon, 24 to 50 months consumption and 9 to 34 months consumption 
~ the Gaubad, Barauni and GuJarat Reftllerles re5peci1vely. Purchases 
have also been In excess of the consumption of stores judged from .eir 
value. The Committee find tbat maximum and minimum limits bave been 
fixed only for 645 items out of 9978 items In Gauhatl, 7329 items out of 
16406 in Barauru and 5204 items out of 11086 Items in Gujarsa. The 
Committee regret to note that even now the c:onstnlctlon materials bave not 
been completely segregated from those required for operation and that sur-
plus stores wortb Rs. S4 Iakhs are still being carried by Cbe refineries. 
Pbysical verification of stores was not done In the tbree refineries according 
to tbe prescribed procedures. Though sucb a verification is required to be 
done annually, it was not done at all in BalBuni during 1970-71 and only 
1.6 per cent of tbe work was done in 1972.73. The Committee are surpris-
ed to note that the management fixed norms for physical verification only 
in August, 1972 and die wo.rk of physical verification according to those 
norms is still in progress. 

9.12. The Committee further note that although the Management decid-
ed to streamline tbe stores and purchase procedure 10 1965 and tbe Con-
troUer of Stores and Purcbases was entrusted with the task of compiling 
stores and proc:edure in October, 1965, It was only after three yean In 
1968 that a draft was produced and even after it was finalised in 1969, 
a firm of consultants appointed for streamlining the Materials Department 
at Barauai was asked to draw up a Purcbase policy and Proc:edure Man .. 
nual. Though a draft manual was given by the consultants in Septem-
IIer, 1970 tbis was fiaalised In January, 1973 and is now stated to be 
under tbe examlnadon of Finance Director to "'-om It was referred to 
by the Board. The Committee feel concemed about tbe Inordinate delay 
of over 8 yean In evolving comprebenslve stores and purtba8e procedure. 
TIle CommHtee recommend tbat ftte Mannal should be finalised without 
any further delay and the endre procedure of Store, and Stock control 
lIIoald be streamlined, 110 as to prevent ellcesUve parda88el Bnd obviate 
8CCD11luiation of sarplns stores. 
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X 

ORGANISA nON 

A. Manpower Analysis"" 

10.1. The strength as fixed by the Management, actual in position and 
:the difference as on 31st March, 1973 is given below:-

Refineries No. of Men 

Designed As per AI fixed In pesi- No. of 
capacity DPR by the don men in 

" ~" to pro-- Manage- (31-3-73) excess 
CiI:SS cru~e oil ment <5-4) 
(in lakhs 
tonnes) 

i. 3 4 S 6 
----- ------

Gauhati 7'S 578 l,oS8 l,z49 191 

Barauni 30'0 1,361 2,083 2,793 710 

Gujllral 3o'0 1,086 1,332 1,430 98 ---
999 

10.2. The approximate fint:lncial liability of the surplus men is of tho 
.order of Rs. 4.89 lakhs for. Gauhati, Rs. 39.11 lakhs for Barauni and 
Rs. 6.24 lakhs for Gujarat per annum based on 1972-73 figures. 

10.3. The Coamittee enquired about the justification for. the existence 
-of such an excess manpower in aU the" three refineries particularly in 
Barauni where the Atmospheric Unit III, Kerosene Treating Unit and 
Bitumen unit have idle capacities. In a written reply the Ministry stated 
as follows:-

"The number 01. persODs in position during 1972-73 jn the three 
refineries has been ,in "ucess over the figures indicated in the 

- DPR,. It i~, howevet, to. ~ noted that the staff strength indi-
cated in tbe DPR cannot~ways be .taken as the final figure 
with rCAAl'd to the staff strength. " The refineries also., faced 
problems such as absorption of workers engaged. in the COIJJ-
truction of the project. implemOlltation e,f Arbitration Awards 
etc. It is also to be noted that in certain cases the under-utili-
S'ation of capacity of certain units may not necessarily mean 
reduction in the number of personnel required." 

178 
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10.4. During evidence. the Managing Director explained the position 
..as follows:-

"Barauni Refinery was not completed immediately. Four Units were 
completed gradually and since construction was going, on. 
Those people who were not considered as construction staff 
could Dot be retrenched and the matter was going on for a 
long time and there was a lot of labour unrest. Ultimately 
this matter was referred to arbitrator and the arbitrator had 
given his award. In his award, he said that 700 of these sur-
plus construction people should be absorbed. That is why we 
have got to keep surplus people. They are mainly unskilled and 
semi-skilled people." 

10.5. About the utilisation of extra staff the Managing Director stated 
:as under:-

"The labour situation is such tIrat we cannot retrench them even 
though there is not much work for them. What we have done 
now is that in r.efineries like Gujarat & Barauni, we have utilis-
ed some of these people for our future plans ...... We are 
trying to train them in some type of job such as loading LPG 
and petroleum products etc. We 'lire training them. As far 
as possible We arc utilising them for these purposes." 

10.6. The Committee find that the number of men In position In dte 
. Gauh8tl, BaI'lU1Di and Gujarat Refineries as on 31st MardI, 1973 were 
116 per ceat, 105 per cent and 31 per cent more than that Indicated In 
;tIIe respective Detailed ProjeCt Reports of these Re8nerles. They also 
DOte that on 31st March, 1973 about a thousand pel'Rons were in excess 
01. the strength fi:s:ed by the. Management themselves for the three Refineries. 
'lbe Committee are Informed that the norms Indicated in the DPR's were 
not appticable as many of the items were not taken Into account at die 
time of drafting of the DPR's. The refineries were 'aced wi" the prob-
lem such as absorption of workers engaged In the construction ot the pro-
ject, implementation of arbitration awards etc. and eYen if the IUrpiUS ltaft 
Is Identified the retrenchment of such stal( would pose serious problems. 

10.7. In the opinion of the Committee, deployment of staff In e:s:cesl 
01 requirement only reduces the efficiency and increases the overheads. 
The Committee also feel that surplu.'i construction std should be pnfuDy 
employed .In other projects ander COIIStruction. The Committee recom-
mend that the Govemment/Cerporation sboaJd _er..take. re'riew of die 
ltd strength In aU the three refineries and identify the ~taff In excess 01 
1eqal~tiaf,'lt.Dcl.n.te co.acerted efforts to absorb the surplus staft' aaiafufty 

.... other Central or State' Projects that are eamlng up id the area. 
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B. Overtime Plyment 

10.S. The three refineries have been paying substantial amounts as:. 
overtime. The overtime paid during the last six years and its percentagtt 
to the total salaries and wages is indicated below:......, 

Refinery Yeu Cructe oil Salaries and Overtime PercenTage 
processed 
(tonnes) 

wages Ipaid of overtime 
to saluies 

(Rs . .in lakhs) 
and wages 

2 3 4 5 6 

Gauhat; RefinerY . 1967-68 8,II,719 49'08 4'22 8'60 

1968-69 82,650 50' Il 4'41 8'80 

1969-70 7,64,795 68'33 8'49 12'42 

1970-71 6,85,750 89'07 8'47 9' 51 , 

1971-72 7,96,029 94'73 11'89 12'55 

1972-73 7,93,135 97'73 13'14 13'45 

Barauni Refinery 1967-68 16,29,625 124'00 Not available 

1968-69 17,67,129 108, 10 13'56 U'54 

1969-70 20,87,894 142'00 13'85 9'75 

1970-71 21,91,079 176'69 22'22 12'S8 

1971-72 22,78,232 188'55 31'28 16,,,9' 

1972-73 23,92,147 197'65 41'82 21'16· 

Gujara! Refinery , 1967-6!! 19,18,293 54'41 6'10 II' 21 

1968-69 29,58,032 59'05 7'06 11'96 

1969-70 33,97,942 60'32 5'94 9'73 

19'10-71 34,63,004 97·00 6'79 7'00' 

J971-72 36,42,665 101'01 8'68 8'59 

1972-73 37,83,517 IOS'07 10'88 10'36 
218'80 

10,9, The M9nagement stated in July, 1971 tblt .. , ..... efforts are 
being made to control overtime to the mlbimum," 

10.10. '!'1M CoIIIIIIIttee tlnd .... t Iboat RI. 218.80 ..... ... ... 
paid II onrthne ill the three aeftaerles ....... the yem I"''''' to 
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1972-73. TIle overtime biD bas sbowa a gradual iDcnase duri.. tIaae 
years. Dariag the year 1972-73 tbe percentage of overdme to salaries .... 
wages wu 13.45; 11.16 aad 10.36 in the case of Gaahati, Banumi .... 
GDjarat Refineries respectively. The Committee are surprised that OD die 
4)ne Jutad the refineries are fadng the problem of sarphu staff, on the otb.r 
.... d overtbne amoantiDg to sneral Iakb.~ of rupees is being paid to tbe 
employees. Although tbe Managemeat stated in 1971 that etrerts were 
be.lng made to control the overtime to tbe minimmm, yet tbe overtime bIB 
JOel on unabated. 

10.11. Tbe Comnaittee need hardly stress tIaIt tbe overtime paynae_ 
:act as a disinantive to efficiency. 1bey, therefore, recommend that Ma-
"DIIgemeDt sbould adopt strict measures so. as to keep the overtime biB .. 
the minimum and thereby reduce the expeDSefi on overheads ad ecoao-
aaise ill pI'OCftiWlng c:osts. 

C. IBternal Audit 

J 0.12. Prior to lst March, 1969 the Internal Audit Department was 
under Financial Controller and reports ffere put up to him and the Manag-
ing Directors only. In their meeting held on the 22nd February, 1968 tho 
Bo&rd of Directors approved the reorganisation of the Internal Audit Ilnd 
decided that the Internal Audit Department should function directly under 
the Finance Director and not under Managing Directors. It was also desir-
ed that important points noticed in the internal audit should be circulated 
to the Board from time to time. The Internal Audit was accordingly re-
()rganised from 1st March, 1969. The important points thrown up by the 
Internal Audit Department were, however. brought to the notice of the 
Board of Directors for the first time in the meeting held in August, 1971. 
In this connection the Mini~try have ~tated as folIows:-

"After ceorganisation of I~ltcmal Audit with effect from lst March 
19fi9 the main problem fa,~d by Internal Audit was the DOO-

availability of proper officers and staff for manning the Depart-
ment and even the Chief Internal Audjt Officer posted under 
Finance Director with effect from 1 st March, 1969 could not 
effectivelv WKC over charge of the post as he wns not 
relieved ~f his duties of the Financial Controller Pipeline which 
post he was holding prior to I st March, 1969 and this position 
continued for morc than a year." 

10.13. The Committee on Public Undertakings ill their Fifteenth Re-
port (Fourth Lok Sabha-April, 1968) on financial Managerpcnt in pub:-
lic Unctertakings recommended that tbe functions of the Internal Audit 

532 LS.--13. 
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should include a critical review of the system, procedures and opcration& 
as a whole. The Ministry of Finance (Bureau of Public Enterprises) while 
accepting the abovc recommendations directed the Public Enterprises in 
September. 1968 to introduce such a system. The Internal Audit Sections. 
at Gauhati, Barauni and Gujarat refineries which were established in July, 
]966, Jllne, 1966 and May, 1966 respectively with a nucleus staff, howe\'er. 
did not conduct any appraisal of the systems and operations of the refine-
ries on the above lines till March, 1972. 

10.14. In March, 1972, the Ministry, stated that the internal audit 
manual which was published in July, 1971 after approval by the Boatd of 
Directors inter alia provided for a critical review of the systems. proce-
dures, operations, etc. The Committee enquired as to whether any such 
review had been made by the Internal Audit Department. The Manage. 
ment have stated as follows:-

,cAfter the reorganisation of Internal Audit with effect from 1st 
March, 1969 the main problem faced by Internal Audit was the 
non-availability of proper officers and staff for manning the 
Department. In spite of this a critical review of all oroduc-
lion units and utilities was conducted in Barauni Refinery dur-
ing 1971-72 and a report was rendered to General Manager 
(Barauni) on 27th August 1971. In l'e~pect of Gujarat, and 
Gauhati Refineries, during the year 1971-72 whenever an audit 
of a particular Department was conducted, a detailed study nf 

the procedures aod systems applicable to the Department con-
cerned was done and points (loticed during the Internal Audit 
were diSCUssed at appropriate level in the Management. 

l'uring 1972-73 a review. of the system. procedure and operation as 
a whole of the Gauhati Refinery was done and an appraised 
report was rendered to General Manager and Managing Direc-
tor. In Gujarat Refinery also a similar review was conducted 
in November. 1972 and interesting points were brought to the-
notice of the Management at ·appropriate level. 

'" Barauni Refinery important critical study on (i) LPG produc-
tion and (ii) utilisation of Coke Calcination plant was under-
taken during the year 1972-73 and necessary report was ren-
dered to Managing Director (Refineries). 

10.15. The Committee note that the Intema. Andlt Department w •• 
ftOI'pIIIIed In MarcIl, 1969 and the Board of DIredon dished that 1m-
.......... pointlaotlced by it sboold be broagllt to their notice from time to 
time. 'I1le IDtemaI Audit was also expected to condnet • critical nvIew of 
.,....., procedu.res aDd o~ndoDS of the refineries 8!1 • whole. The Com.. 
mlttee are surprised to note that'it WM only in August, 1971 that imporbult 
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poinfa w~ brought to the notice of the Board of Directors for the &rsa 
dare. A Critkal review of systems, ~es and operatioas of abe Gau-
ba1l'land Gujan1f: Refineries was conducted o.nIy in 1972-73. Critical review 
of JlI'oduction units and utilities in the Barauni Refinery was dooe during 
1971·72 and that of LPG produdion and utilisation of Coke Calcinatio. 
Plant was undertaken in 1972-73. 

10.16. The Committee need barely emphasise.tbe importaJn:e of ...... -
881 Audit as one of the essential tools of management co,ntrol. They, tbere. 
fore, l't!wlDllUlud ,that the Corporation should activise and strengthen tile 
Iotemlll Audit CeUs iu the refineries and mak.e use of the reports of Inter.aI 
Audit to Ilet right the deficiencies, plug loopholes and cut out wastaces ill 
tile variou, Units. 



XI 

CONCLUSION 

The Refineries Division of the Indian Oil Corporation i.t. the entwbDe 
Indian Refineries Ltd. came into being in August, 1958, with 100 per 
cent equity capital from Government of India and vested with the respon-
sibility of setting up two oil refineries in the Public Sector, one at Noon-
mati near C; auhati in Assam and other at Barauni in Bihar. The Gauhati 
Refinery with a processing capacity of 7,50,000 tonnes of crude oil per 
annum was commissioned on 26th December, 1961. The Barauni Refinery 
with it processing capacity of 2 million tonnes of crude oil per annum went 
into trial oprations in July. 1964. Its processing capacity was expanded 
to 3 million tonnes in January, 1969. . 

The third Refinery at Jawaharnagar in Gujarat with an initial capacity 
of two million tonnes per year was commissioned in June, 1 %6. the 
capacity was subsequently expanded to three million tonnes in September, 
1967. 

The construction of the Haldia Refinery with an annual processing 
capacity of 2.5 million toones was entrusted to the Corporation on 18th 
September, 1967. The fuel-sector of the Refinery is likely to be completed 
by the middle and the lube sector by the end of 1974. 

A new Refinery with a capacity of 6 million tonnes per year is being 
set up at Mathura in U.P. and it is expected to be completed by 1918. 

During the course of examination of the Refineries Division (exclud-
ing pipeline section' of the Indian Oil Corporation the Q>mmittee find 
that:-

(i) The three operating Refineries of the Indian Oil Corporation 
Ltd. have increased their capacity from 5.15 million tonnes per 
annum to about 8 million toones per annum. As against the 
original capacity of 0.15 million tonnes the operating capacity 
of the Gauhati Refinery is 0.80 million tonnes. Barauni Re-
finery has increased its capacity from 2 million tonnes to three 
million tonnes. The Gujarat Refinery which was designed for 
a capacity of 3 million tonnes.per annum has inoreased to 4.3 
million tonnes by bringing about operational changes and 
modifications. 

(ii) About 40 per ceot of the Gujarat Refinery's design drawing 
weft' prepared by India Engineers in collaboration with a smaD 
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team of seven Russians and the expansion of Gujarat and 
Baraoni Refinery was done lOOper cent by the same organisa-
tion. The.Gujarat Refinery utilised about 60 per cent of equip-
ment and materials from indigenous sources and about 75 per 
cent for expansion to 3 million toones. The expansion Jf rho 
Refinery to 7.3 million tonnes is being designed and built with-
out foreign collaboration. 

(iii) Tlie processing cost in the Gujarat Refinery is the lowest af 
compared to all the other Refineries in India both in the pub-
lic and private sector. This Refinery has also achieved a higher 
percentage of yield than envisaged in the Detailed Project Re-
port by certain steps like economy in use of fuel, reduction of 
power, steam and water and effecting control by technical 
auditing, utilisation of more and more gas' as . fuel resultin'! in 
less flaxe of gas. -

(iv) During the year 1972-73, the Gauhati; Barauni and Guiarat re-
fineries made a profit of Rs. 72.78 lakhs, Rs. 277.98 1~1I and 
Rs. 643.31 lakhs respectively. 

(v) A Central Service Organisation bas been set up to give advice 
to the various units on all. problems. 

The Committee. however, find that (a) GovernmentlCorporation have 
not bec:o able to achieve the targets for the expansion/creation of the refin-
ing capacity as envisaged in the Fourth Five Year Plan document. 

(b) the utilisation of the available capacity of Atmospheric Unit III 
was held up due to delay in settlement of the rate transportation of 
crude through Oil India· Pipeline and later due to the decision of Govern-
ment to set up a separate Refinery in Assam. Modifications wiu now have 
to he made in the Refinery for processing the imported crude fit an esti. 
mated cost of Rs. 7.60 crores and a neW pipeline would be required to be 
laid from Haldia to Rajbandh at a cost of Rs. 6 crores. The notional Joss 
incurred by the Corporation as a result of keeping the Unit idle/under-
utilised has been stated to be Rs. 6 crores per annum in tenns of foreign 
exchange and Rs. 17 la1chs on account of interest nnd depreciation charges. 
The u~der-utilisation of the Atmospheric Unit III has also affected the 
working of the Kerosene Treating Unit and consequential ]08S is stated to 
be of the order of Rs. 1 S lakhs during the period -t 969-70 to 1972-73. 

(c) The financial implications and economics of~ettinr up <\ n~w re-
finery in Assam keeping the third installed Unit of the Rarauni Refln~ry 
idle /under-utili$ed bad not been worked out. 

(d) The setting up of tho aew refiJJery in Alsam has also t-een consi-
derably delayed due delay in coming to a final decision by Governmeot; 
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(e) The construction of the Haldia Refin~ has been delayed by about 

4 veaT'>. . 

(() The setting up of the Haldia Refinery was taken up in September 
19~7 without a Project Report. Government approved the Project c()s~ 
estimate of Rs. 67.50 crores only in July, 1972. 

Ga/lhati Re/inery--Perjormance 

(g) The utilisation of the Crude DistiUation Unit of the Gauhati Re~ 
finery was only about 97 perr cent, 86 per cent. 99.7 per cent and 99 per 
cent of the in-built capacity of 8,10,000 metric tonnes during the yearl 
1969-70, 1970-71, 1971-72 and ] 972-73 respectively. 

(h) The utilisation of capacity of the Kcrosen~ Refinin!! Unit of the 
Refinery was only about 13 per cent, 19 per cent, 30 per 'cent. 27 per cent 
and 53 per cent during the years 1968-69, 1969-70. 1970-71, ]971-72 and 
J 972-73 respectively. 

(i) Coking Unit could not be fully utilised for want of the reql1ired 
!.fuantity of the feed stock. 

(j) The LPG Project which was initiated in June. 1964 Wit,) complet~d 
after nbout 9! years. 

(k) The Refinery incurred a loss of more than a crore of rupee., in the 
Baring of gas which would have otherwise been used as fuel. 

BARAUNI REFINERY-PERFORMANCE 

0) Although the Barauni Refinery was with two million tonnes capa-
city commissioned in July, 1964, the complete cost of the project has not 
yet been approved by Government. An amount of Rs. 46.63 crores hali 
already been spent on the Project. 

(m) Installed capacity in the Baraum Refinery could not be fully 
utilised during 1969-70 to 1972-73 due to limited crude avail.ability from 
Assam fields. In 1972-73 through put WM slightly more. 

(n) The Kerosene Treating Unit II which was set up in the Ba,.auni 
Refinerv at a cost of Rs. 1.24 crorcs in December. 1965 was practically 
idle sin~e its commissioning except for 93 days in 1968-69 and SO days in 
1969-70 when Kerosone Treating Umt-I was shut down. It has now been 
decided to utilise this unit in the Bongaigaon Refinery which is expected to 
be commissioned· by 1976 and the cost of dismantling and instaUing the 
Unit would be Rs. 25 lakhs. 

(0) Though ~e Lube Oil Complex of the Barauni Refinery was origi. 
nally disigned to produce four lube stocb:· it was not possible to produce 
all the 4 grades of oil because of defects in the crude vacuum uait due tOi 
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defective design. Consequently the plant remained under-utilised from 
1967-6/l to 1969-70. 

(p) Compounding facilities for base stock of lUbricating oil and addi-
tives created at a cost of Rs. 29 lakhs remained under-utilised as only one 
grade of oil was being produced which did not require blending. 

(q) The Bitumen Unit of the Bat"auni Refinery set UP in Novl!mber, 
1966 at a capital cost of Rs. 1 crore, without proper investigation remained 
idle/under-utilised since its inception. Even after carrying out modifica-
tions in 1968 at about a cost of Rs. 4 lakhs the unit could not be started 
as it could not produce bitumen suitable for road work m plain~,. The 
restricted/non-operation of the Unit resulted in the loss of Ri. 1 crore. 
Modifications proposed for this Unit are expected to Cost Rs. 40 lakhs. 

(r) Due to delay in the commissioning of the Coke calcination Plant, 
Raw Petroleum Coke had to be sold at a distress price of Rs. 80 per metric 
tonne. 

(s) Although there is gradual increase in tbe produ~tion of LPG in the 
Barauni Refinery from 239 tannes in 1965-66 to 14,729 tonnes in 1972-73, 
it is much short of the production envisaged in the Detailed Project Report. 

The Co~ittee appreciate that the Refineries Division of the [ndian 
Oil Corporation have been able to help the country in its goal of achieving 
selr-snmciency' in petroleum products. They hope that with the implemen-
tation of the programme of further expansion of the refining capacity 
Recording to schedules JOC will be able to strengthc.n the national 
lcconomy. 

l'\F.W DEI.HI; 

..April 26, 1974 

SUBHADRA JOSHI. 
Chairman 

Committee on Publir; lInd .. making.f 



APPENDIX 

Summary of ConclusionslRecommendations qJ the Committee on 
PubUc Undertakings contained in the Report 

s. No. Reference 
to Para No. 
in the 
Report 

I 2 

1 2.17 
to 

2.23 

- ~.-----"-----

Summary qf Conclusions IR ecommendations. 

3 
._--_._----

The Committee note that the Atmospheric Unit 
ill at Barauni was approved by Government on the 
basis of sn assurance given by ONGC that additional 

crude would be available from Rudrasagar and Lakwa 
oil fields and the presumption that it would be trans-
ported through the Oil India Ltd. pipline from Barauni 
to Moran by upgrading its capacity and by expanding 
the crude oil conditioning plant at Moran. Although 
the Unit was commissioned in January, 1969, it had 
to remain idlelundcrutilised for want of indigenous 
crude as no reasonable agreement could be reached 
between the ONGC and the Oil India Ltd. regarding 
the tariff for transportation of ONGC cI'llde through 
the crude oil pipeline of Oil India Ltd. Only an 
interim agreement between ONGC and Oil India Ltd. 
could be reached in March, 1971 after protracted' 
negotiations lasting for more than 4 years. When 
the negotiations were still going on, the Government 
decided in December, 1969 to set up a new refinery 
in Assam to process the Assam crude and to permit 
the Barauni Refinery to secure crude for its third unit 
from other sources including import. As a result, 
the utilisation of the available capacity was held Up' 
and modifications will have to be made in the refinery 
for 'p'roce.ssing imported crude at an estimated cost 
of Rs. 7.7 cr<ttes and a new pipeline would be re-
quired to be laid from HaIdia to Rajbandb at a cost 
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of Rs. 6 crores. Meanwhile, processing of the im-
ported crude in the 'unit had been started from Dec-
ember, 1972 end it could process S to 7 lath tonnes, 
per annum after minor modifications. From Decem-
ber, 1972 to 31st March, 1973, 1.3 lakh toones of 
imported crude had been processed in this unit. 

The Co!tlIllittee regret to note that because of the 
delay in arriving at a decision about [he tariff for 
transportation of crude through the Oil India Pipe-
line, the Atmospheric Unit III which was commis-
sioned as early as January, 1969 harl to be kept 
idle or under-utilised, resulting in a national loss of 
the order of Rs. 6 crores per annum in terms of 
foreign exchange and Rs. 17 lakhs per annum on 
account of interest and depreciation charges alone. 
The loss would be more if the cost on account of 
personnel is elso added., The under-utilisation of 
the Unit had also affected the working of the Kerosene 
Treating Unit and the consequential revenue loss is 
stated to be of the' order of Rs. 15 lakhs during the 
period 1969-70 to 1972-73. The Committee were 
informed that as the quan'tum of imported Crude in-
creases, the Kerosene Trc!:,ting Unit I ~hich is at 
present in operation would become progressively 
under utilised. 

The Committee were informed that as a result of 
the change 'over from indigenous to imported crude, 
there would be e recurring loss of Rs. 85 Jakhs per 
annum oli the assumption that the Corporation would 
be able to get LR-I tankers for transportation of 
imported crude and in case the existing arrange-
ments for transporting imported crude continue, the 
Corporation would be losing another R~. 540 lakhs 
per annum. The whole economics of utilisation of 
imported crude is stated to have been worked out 
taking the price of imported crude at US 2.38 doJ1arr, 
per barrel. The Committee need bardly p!"int out 
that these economics are bound to be adversely affect-
ed because of the latest price spiral of the imported 
crude. 
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The Committee also regret to note that decision 
once taken about the expansion of the Barauni Re-
finery based on utilisation of indigenous; crude from 
Assam was altered in favour of setting up of a new 
refinery in Assam and the decision taken to process 
crude from other sources including imported crude 10 

the Barauni Refinery. The Committee fail to under-
stand as to why the financial implications and econo-
mics of setting up a new refinery in Assam keeping 
the third installed unit of Barauni idle/under-utilised 
had l\ot been worked out before the decision to set 
up a new reflIlcry in Assam was taken. 

]t was admitted during evidence that the Barauni 
Unit could have been planned on :t more di:yerse 
quality and wide range of crude than was done. The 
Committee feel that had this been done, the Cor-
poration would not have been faced with such a 
situation as indicated above. 

The Committee take a serious view of the huge 
loss suffered by the Government/Corporation as It 

result of taking up the expansion of the Barauni 
Refinery first on the basis of indigenous crude and 
later switching over to imported crude. 

The Committee recommend that the entire matter 
should be throughly investigated by a high Ie,vel 
Committee so "that the shortcomings/lapse" at differ-
ent stages are pin-pointed to obviate 'iuch costly lapses 
in future. 

2,32 The Omunittee find that though the Expert Com-
mittee constituted by Government to study and report 
on the techno-economic feasibility of locating the 
additional refining capacity in ASllam had recom-
mended in September, 1969 that it was not necessary 
to create aaditiOnal refining capacitv of the cnnveD-

·tional type.for processing the crude oil estimated to 
be avanable frmn Assam and that the 'processing of 
imported crude at Barauni would involve consider-
able cost, Government, in December. 1969 ann8unced 
their decision to lncrease the refining capaity 1D 

--~.--- ~-,~-- ------..--... -~--.-
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Assam by one million tonnes either by building a 
new refinery or by expanding the existing refinery 
at Gauhati and to permit the llarauni Refinery 10 
secure crude for its third unit from other sources in-
cluding import. In October, 1970, Government 
decided to set up a one million tonnes refinery at 
Bongaigaon with a petro-chemical complex and the 
investment decision thereon was taken in March, 
1972. The Committee are constrained to observe 
that the deJay in coming to a final decision on the 
implementation of the Government's decision regard-
ing the setting up of the additional capaciry in Assam 
had resulted not only in non-utilisation of the capacity 
available in the Barauni Refinery and the processing 
of the available indigenous crude ill Assam but also 
delayed the creation of additional refi'ning capacity 
in the Public Sector. The Committee recommend 
that these aspects of delays should also he .:xamined 
by the high level Committee suggested . earlier for 
atmospheric Unit III of the Barauni Refinery so as 
to eliminate them in future. 

The Committee 1ind that one of the considerations 
for locating the Refinery 'at HaJdia was the easier 
availability of land at low cost. The Committee 
were, however, informed that even when the decision 
to set up the Refinery was taken, land had already 
been acquin::d by the Calcutta Port Commissioner 
and the Corporation was faced with a foit-accompli 
to take over this land on a lease rent of Rs. 3.60 
lakhs per year. The undertaking would thUI' be saddl-. 
ed by a recurring liability. 

The Committee regret to note that although 335 
acres of land was taken as early as 1969. no agree-
ment stipulatiag terms and conditinns of teaae Iv.s 
so far been finalised. The Committee recommend 
that the Government/Corporation should take up tbe 
matter at the appro'p'riate level with a view to finalise 
the agreement without, furtiler delay, 

The Committee understllld that ODC' other cOII.i-

deration for locating the Rtihery at Haldia was the 

--_ ...... ------ ._----_._----_. _. __ .. ---
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easier availability of fresh water from the tube wells. 
The Committee find that this benefit has also not 
been actually realised. The Site Selection Commit-
tee had assumed that each tubewell would yield 
one million gallon of fresh water per day, Qnd this 
assumption was stated to be based on the assess-
ment made by the Ground Water Division of the 
Geological Survey of India. The Committee are 
surprised to note that Geological Survey of India 
had, however, indicated in 1969 that half of the area 
in which the Refinery was to be located would hardly 
have any suitable acquifer for yielding water while 
the remaining half might yield 0.5 million gallon 
per day per tube well sunk in that area. 

The Committee recommend that the- matter re-
garding con1licting assessments made by the Geolo-
gical Survey of India may be investigated in order 
to fix responsibility and avoid recurrence of such 
wrong assumptions in the framing of project details. 

The Committee take Q serious view of the fact 
to that Government proceeded with the setting up ot 

3.26 the Haldia Refinery without preparation of a Project 
Report and without a precise idea as to what the 
project would ultimately cost. The Committee fail 
to 'Understand as to how Government could assume 
that the cost of Haldia Refinery would only vary to 
the extent of S per cent from the cost of Madras 
Refinery when the two projects were based on differ-
ent collaboration and situated in different ]ocatinos. 
The Committee find that Government authorised the 
Company (in 1969) to sanction individual works 
within an overall limit of Rs. 46 crores. It was only 
in January, 1970 the Corporation prepared detailed 
estimates of cost for Rs. 71.44 croces. These esti-
mates were, however, revised to Rs. 67.51 crores, 
and sent to Government in September, 1970. The 
Committee find that Government approved the Pr0-
ject Cost estimates of RI. 67.50 crom only In July. 
1972 i.e., after a lapse of about two yean. The 
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Committee strongly deplore the delay in processing 
in the revised estimates and according sanction. 

The Committee also view with concern that the 
Corporation was allowed to proceed with the work 
and "incur expenditure thereon without the financial 
commitments having been properly. sanctioned and 
approved. The Committee fail to understand as to 
how in the absence of a de.tailed estimate of cost. 
effective control and check of expenditur~ on the 
projet could be exercised. The Committee were in-
formed that eve''} now the revised estimates as Bf/-
proved by Government are not final and the project 
cost would go up due to delay in th~ commissioning 
of the Refinery, and the extent of revision would be 
worked out only after the completion of the project. 
The Committee need hardly stress that revised esti-
mates of the project should not be treated as a mere 
completion report but should serve as an instrument 
of financial control. The Committe'~, therefore, re-
commend that the Corpbration/Government should 
finalise the revised estimate of the project without 
any further delay. The Committee stress that the 
implications of the increased capital investment on 
the economics of the Project should be critically 
gone into and brought to the notice of Parliament 
as recommended by the Committee in paragraph 
2.20 of their Thirty-Ninth Report (Fifth Lok Sabha). 

S 3.38 T'he Committee find that as per the original lime 
schedule proposed in August, 1967 the main Rc-

3.40 finery was expected. to be completed by the s-xond 
half of 1970 and the Lube Oil Units by early I n I. 
The construction schedules have been revised sever!!1 
times. It is now expected that the fuel part of the 
Refinery would be completed by the middle of 1974 
and the lube part of it by the end of 1974. The 
Committee regret to note that the con~truction of the 
Haldia Refmery has been delayed by aboUt 4 years . 

-. ..---... - .. _-_ .. _----- ... -~-- .-- - ..•. _--_ ........ --" . _---_._._._ .. -
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The Committee would like Government to' 
thoroughly investigate the matter so as to identify the 

factors which continue to impe<ie the completion of 
the Project so that the latest estimatc:s for commis-
Sioning of the Refinery are adhered t.1. 

The COmmit~ need hardly stress that any further 
delay in the construction and commissioning of the 
Refinery would only accentuate the oil crisis in th~ 
country. 

The Committee note thl:lt the Fourth Fh.: Ye:.H 
Plan envisaged an increase in. the Refining capacity 
in the public sector from 8.25 million tonnes tu 
17.55 million tonnes per annum. They. however, 
find that for one reason or other none of the schl.'mes 
envisaged in the Fourth Five Year Plan could be 
fully implemented. with the result th'lt the refining 
capacity likely to be available by the end of the 
Fourth Plan would be only J 8.25 million tonnes per 
annum. The Committee have already recommended 
elsewhere in this Report that the delays in co:omis-
sioning of the HaJdia and Bongaigaon Refineries 
and the under-utilisation of Barauni Refinery should 
be investigated by Government. The Committee 
hope that GovernmentlCorporation would profit 
from their past experience and have an integrated 
approach in drawing up schemes for expansion of 
refining capacity in the Fifth Five Year Plan ke~pjng 
in view the availability of indigenous and imported 
crude. 

The Committee find that the private sector refi-
neries have increased their C'clpacity from 8.25 million 
tonnes per annum to 10.30 million tonnes per annum. 
The Committee were informed that this increased 
capadty is being utilised for getting the crude oil 
supplied by ICO processed and the 'products taken 
over by tOC' for marketing. It has been admitted 
that had the Haldia Refinery been ready as schedul-
ed and dle Koyali Refinery had its pipeline, the 
Indian Oil Corporation would not have gone to thO' 
private sector companies for refining their crude. 
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The Estimates Committee {I 967-68) in their 
Fiftieth Report on 'Petroleum and Petroleum Pro-
ducts' had earlier expressed their doubt whether the 
capacity of these private sector refineries could be 
increased with minor modifications and improvements 
unless the additional capacity was contemplated and 
built into the original plant and equipment itself. 
They recommended that Government should imme-
diately evolve a suitable machinery to ensure that no 
industrial unit was able to increase its licensed capa-
city in that manner without prior approval Qf the 
Government. The C..ommittec regret to note that in 
spite of this recommendation of the Estimates Com-
mittee and inspite of Government's own categorical 
assurance, the Government have not investigated into 
the matter. They arc surprised to find that refine-
riell ,have created a further capacity of more than 25 
per cent and are operating at levels higher than those 

·Iicenced for. The Committee recommend that the 
Government should make a detailed and thorough 
investigation wi~hout any further delay. 

The Committee note that Government claim that 
1bey have been able to increase the refinins ca'J1aCity 
01 the existing refineries by dcbottienccking, changing 
operating conditions etc. in the Koyali, Cochin and 
Madras Refineries. The Committee, howe~r, find 
that the per~entage of increase achieved in those 
refineries is much less compared to the increase in 
the capacity achieved by the private refineries. The 
ColJlll1jttee recommend that Govemmeat Corporation 
should give the highest '!1riority to this aspect of 
increasing. the rermmg capacities in the public sector 
r.efinc.ries by rev(lmping and debottlenecking etc. so 
a.~ to achieve maximum results. 

The Committee arc su.rprised to note that though 
the area of 480.22 acres had been acquired by State 
Government of Assam liM handed over to the Re-
fine.ry during December, 1959 and February, 1964. 
the deed of conveyance for land has not been executed 
so rar. Earlier in November. 1959, it was decided 
that the State Government of Assam would ~ 

-----------_._--------------
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allowed to have financial participation· in the Refinery 
~. the extent of the actual expenditure on the acqui-
aluon of land. In July, 1962, it was decided that 
the financial participation should be l.imited to 15 
per cent of the equity capital investment in the 
refinery and the first issue of shares should be ad-
justed towards the cost of land and balance subs-
cribed in cash. However, in July, 1969 Govern-
ment, took the decision that the Central Ministries 
should desist from al)proaching the State Government 
for provision of land and services free of cost or at 
concessional rates for Central Projects. The Com-
mittee regret to note that there has been in inordi-
nate delay to over 14 years even in clinching the 
issues for settlement and even now the State Gov-
ernment have not paid the cost of development of 
land. The Committee recommend that Government 
should take more serious measures and settle the 
issuc& with the State Govemmont without any further 
delay. 

9 5.18 The Commrttee note that though according to 
to agreement with foreign collaborators, the Refinery 

5.19 was to be commissioned by October, 1961, there 
had been delays ranging from two to six months in 
tho actual completion of various units resulting in 
oventay of the foreign technicians. Consequently, 
thero had been an increase in the cost of technical 
assi.c;t8'llCC from Rs. 28.57 lakhs to Rs. 39.21 lakhs. 
The Committee regret to note that there had been 
a delay of over ten months in prefecring the claim 
for reimbursement of extra e.xpenses and the first claim 
to the tune of Rs. 7 lakhs was preferred only in 
February, 1963. The Committee were informed 
that even after protracted correspondence and 
discussions, an agreement was reached with the 
collaborators only in August, 1964. The Com-
mittee find that after this agreement the Corporation 
had taken further period Qf two yean to revi!JC 
their claim and prefer it. --_._------------- ~ .. -~'--~ ----.--~'-.~ 
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The Committee viet.' with con~em the inordinate delay on the part of the Management both in pr.eferring the, claim and subsequently rcMsing it. Even after a la'p'se of seven years, the claim is stated to be pending decision and settlement. rhe Committee recommend that the reasons for this inordinate delay at several stages should be investi-gated and responsibility fixed. The Committee would like, that the question of settlement of the revised claim should be vigorously pursued 10 as not to lose more time. 

. The Committee note that lower supply of crude oil unsteady and interrupted power supply from the Assam State Electricity Board, delay in the overhaul oJ the Refinery's generators, product upliftment difficulty at Siliguri 'and shut downs of Coking Unit c~sing ullage problem for reduced crude and shut down of product pipeline have been the main reasons for the shortfall in the utilisation of capacity of the Crude Distillation Unit. The Committee recommend that Government Corporation should analyse these causes in detail in order to find out as to what extent these problems were avoidable in nature. The Committee have no doubt that had there been a proper scheduling for overhaul and advance planning many of the difficulties could have been avoided and shut downs o,f the Coking Unit ~nd product 'pipeline could have been reduced to the minimum. The Committee find that the crude throughput including slops and capacity utilisation were the highest during 1967-68. The Committee hope that in the Ji'ght of the past experience, Gov-ernment/Corporation would take appropriate stepl to secure an uninterrupted supply of power either through the ASEB or by suitable alternate arrang~­ments. The Committee need hardly strellS that '.a view of the tight po41ition of imported crude, Govcr:'-ment sboold take concerted measures to lustatD this 'high throughput and ensure maximum utilisa-tion of the Gaabati Refinery which is processiq 
'indigenoul crude. ----- -.---~-- ._------------
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. The Committee find that the utilisation of cap'a-

city of the Kerosene Refining Unit was only I8.9(); 
per cent, 31.84 per cent, 12.61 per cent, 19.33· 
per cent, 30.2 per cent, 27.2 per cent, and 53.3 per 
cent of the designed capacity during the years 1966-67. 
1967-68, 1968-69, 1969-70 and 1970-71, 1971-72 
and 1972-73 respectively. The shortfall in the utili-
sation of capacity was stated to be due to substantial 
change in the quality of crude resulting in lower per-
centage of kerosene production than that assumed at 
the -time of designing the plant. Moreover coke 
kerosene from the Coking Unit could not be spared 
for processing in this Unit as the same was required to 
be blended into diesel oil and fuel oil. The Com-
mittee also note that the UnH could not be run conti-
nuously on aocount of problems of corrosion and 
low inventory of SuJpher dioxide. The Committee 
are unable to appreciate as to why it is not possible 
for the Corporation to locate the sources of supply 
of Sulpher dicrxide in time and take action weJI in 
advance to arrange for the suppJy of Sulpher dioxide. 

The Committee were also informed that the 
inferior kerosene had a market and it could he 
produced without using the KerosC'l1e Treating Unit. 
During the earlier years also there was the problem 
of finding a market for iomex. 

From the, foregoing, the Committee are Jed to the 
conclusion that the Kerosene Refining Unit was set 
up without assessing the quality and quantity of in-
puts that would be available ,for processing in this 
Unit and without carrying out a detailed market 
survey for its product yield. The Committee re-
gret to note that variation in the product yield 
compared to the yield envisaged in the Technical 
Project Report resulted in the loss of revenue to the 
extent of Rs. 35.57 lakhs during the years 1966-67 
to 1972-73. 

The Committee recommend that Government 
should enquire into the circumstances leading to the 
setting up of this Unit without proper planning and 
a detailed market suney. The Committee hope 
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that at least now, in the light of the past experience, 
the Management would take advance action to en-
sure the availability ot adequate quantity of Sulpher 
dioxide required for the operation of the Unit and 
avoid recurrence of problems like corrosion etc. so 
as to ensure. continuity in otperating Ifhe Unit and 
achieving mll,ximum output of the installed capacity. 

The Committee find that the percentage of "gas" 
and "loss" together was more than that envisaged in 
the project design. The change in the product 
pattern from the original design has already resulted 
10 a loss of Rs. 27.2 lakhs during the year t 966--67 
to 1972-73 and there would also be a recurring loss 
of Rs. 10 hlkhs per annum. The Committee re-
commend that the ope,ration of the Un;t should be 
so regulated that the production of gas is reduced 
to the minimum. They also recommend that 
Government Corporation should consider seriously 
the feasibility of converting the gas as fuel for 
domestic consumption and avoid a recurring loss 
thereon. 

The Committee find that an ageement was 
entered into with M/so. India Carbon Ltd. (ICL) in 
June, 1961 for the sale of Raw Petroleum Coke 
(RPC) cx-Gauhati. The agreemcot did not con-
tain any penalty clause in order to protect the 
interest of the Corporation in the case of non-move-
ment of RPC by ICL. 00 several occ28ion the firm 
!failed to clear the stock of coke in time with the 
result that large quantities of coke remained with 
the Refinery. 

The Committee further note that as per agree-
ment, the Corporation was to make "RPC available 
at the Refinery Cokeyard and the party was to 
uplift the product from the Cokeyard at their ex-
~lltse." Tho Refin~"s jl'ailjway tradk, was, how-
ever. linked up with the track leading from the 
Refinery Cokeyard to ICL's plant to enable ICL to 
load wagons and haul the product to their factory. 
Mis. India Carbon Ltd. made use of the track but no 
recovery was made from the firm for using the track. 
The amount not recov~red for the 'Period upto 
March, 1970 was Rs. 2.S0 lakhl. 
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. The Co?ID1ittee are surprised to note that even while renewing the agreement in 1969 no provision was ,made for. the recovery of railway siding charges an~ .Mls. India Carbon Ltd. continued to enjoy the faclhty free . o~ cost, According to the Manage-ment the eXlsttng under-recoveries to the extent of 50 paise per metric tonne continued to be, incurred The Committee arc further informed that it was not possible to work out the manufacturing cost of raw petroleum coke. The pricing was based on the economics of 'law of supply and demand'. Government h~oId also not fixed any price for the raw petroleum coke as had been done in the case. of bulk refined 'p'etro}cum products. Thus the Corporation was free to negotiate the price from time '.0 time on an ad hoc basis. The Committee are surprised to find that the price of coke was not even linked up with the price of crude. There was no clause in the agreement with His. Indian Carbon Ltd, for the sale of coke ex-Gauhati to provide for the increase in '!he price o.f this commodity during the pendency of the agreement. 

Although the price of coke-ex-Barauni has been fixed at Rs, 260 per metric tonne" the sale of coke-ex-Gauhati continued to be at the rate of Rs. 165 per metric tonne upto December, 1973 as per the agreement signed in 1969. National price differen-tial on quantities sold to ICL ex-Cauhati has been calculated at Rs. 30 lakhs;* 

The Committee view withconcem the manner in which the agreement ,for the sale of raw petroleum coke from Gauhati Refinery was finalised with Mis. India Carbon Ltd. They therefore. recommend that the whole matter regarding the sale, of coke to ,------_ .... _._--_._. __ .. _----'-- ----,-At the time of factual verificatioD rhe Indian 011 Corpor~tion h~ve stated IS followr-"The Cof1)Ot'8t;on b- • iDee conducted MlOdatlons witlt MI', In ia CarboD Ltd. an1 they have .. reed to pay raised price of. Rs. 84' per M.T. with eftect from 1 ,I ,74 to match the enhaD~ etU' 'e pnce of US 8,48 BBL. Thi. -price is al'lO applica\-1e tl' cote bcinI sold fff'm Barauni and lhe p'tee is lIubicct tt, revision on tbe toa.ta of m'de price. T}1e firm hl1l 8gr(ed f n t"e revl •• price In ."i'e ofa 'fixed p"'1~ agreement l'P to June, 1 r~ 4· Thia wiJ1 bring to the Corporet 'on on addldoiial revenue of -over I "lOre cfll1.rc~S," 
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Mis. India Carbon Ltd., ex-Gauhati should be 
thoroughly investigated in order to fix responsibility 

.for the huge loss suffered by the Corporation. 
The Committee further recommend that the price 

of cote should be realistically fixed by Corporation 
keeping in 'riew the current increase in crude price 
and also the latest demand pattern. 

The Committee note the wide variations in the 
consumption of utilities from year to year. One of 
the reasons is stated to be that utilities for production 
have not bee.n se»arated from those for maintena'llce. 

The Committee are surprised to find that though 
the Refinery went on stream in December, 1961, 
the Management had not installed to ascertain and 
keep a check over the actual consumption of utili-
ties in the different U'f)its. 

The Committee fail to understand as to why 
this important aspect was overlooked all along. 
The Committee stress that the 'process of installa-
tion of meters ion the Refineries should be expedited. 
Norm~ for yarious processes had also not been 
fixed. The Committee need hardly emphasise that 
without an accurate system of recording the con-
sumption of utilities, it is not possible to make use 
of the system of costing 'as an instrument of control 
and also work out the 'p'rocessing cost On a realistic 
basis. The Committee also, urge that the technical 
auditing should be intensifie,dso that there should 
be an effective control on consumption of utilities. 
The Committee urge that there should be a proper 
assessment of the consumption of utilities on pro-
duction and maintenance and determmation of costs 
on a sci~atific and accurate basis. 

5.116 
to 

5.121 

The Committee strongly deprecate the inordinate 
delay in the setting up of the project for the manu-
facture of Liquifted Petrci1eum Gas (LPG) in the 
Gauhati Refinery. The Project which was initiat-
ed in June, 1964 was completed only now i.t'. after 
;boat 91 Jears. It took 21 years for the Govern-
ment to take a decisiQn that LPG project need not 
be entrusted to the Rumanians but could be dooe 
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by IOC. It took another year ':0 decide that the 
w:o~k s~ould be done departmentally instead of 
gIVing It to contractors. Order for thc supply of 
vessels was placed with Mis. TriveDi Structurals in 
June, 1968 after another six months, the scheduled 
date of delivery being 30th Se'ptember, 1969. Mis. 
Triveni Structurals could not adhere to the schedule 
and the contract with them had ':0 be ca'llcelled in 
December, 1970. 

Mi;,;. Triveni Structurals conceded that they 
, could not adhere to the scheduled dates of delivery 

but for fur~her delay they laid the blame on the 
IOC who according to them could not arrange the. 
inspection and testing of the storage vessels. IOC 
on the other hand blamed Mis. Triveni Structurals 
for having unilater,Jly changed the inspeotion autho-
rity without even informing them, thus violating the 
terms of the contract. Conflict~ statemen·ts had 
been made by Mis. Triveni Structurals Ltd. and the 
IOC regarding the events leading to the cancellation 
of the contract. 

The Committee regret to note the delay in the 
supply of vessels resulted in a loss not only to the 
Triveni Structurals Limited but to the refinery as 
during this period the Refinery gases were being 
fiared without converting into LPG. The LPG had 
to be brought from Baraum Refinery and marketed 
in Assam. area till the production of LPG at Gauhati 
Refinery started. Even after the cancellation of 
contract with Mis. Triveni Structurals it took almost 
3 years for the completion of the project. 

The Committee arc concerned to note that the 
Government\Corporation have not found it neces-
sary to calculate the loss suffered by the Refinery as 
a fcault of delay in the commencement of production 
of LPG. 

The Committee recommend that Government 
should analyse the causes for delay in the setting 
up of the Project with a view to fixing responsibility 
and in order to ensure that such lapses are avoided 
In fatuIe. 
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The Committee need hardly stress that the 
market for LPG should now be. developed in the 
area and the Mana'gement should step up produc-
tion in order to meet the entire demand for ,the area. 

The Committee regret to note that the Refinery 
incurred a loss of more th?n a crore of rupees in 
the flaring of gas which could have otherwise been 
used as fuel. It is quite surprising that during the 
past 12 years, no market had been found for the 
coking fuel oil which was being used as fuel instead 
of gas in the Refinery. 

The Committee would like to know as to why 
the economic feasibility of setting up a thermal 'power 
station utilising the coking fuel oil was not examined 
by Government ell'l'lier, They hope tbat with the 
setting u'!> of the Chandrapur Thermal Power Station, 
the loss in the Refinery would be reduced to the 
minimum. 

The Committee regret to note that the Oauhati 
Refinery had to incure a loss of Rs. 33.28 lakbs 
during the years 1966-67 to 1972-73 on account of 
movement, spillage leakage dipping errors in the 
course of loading from the tanks ,to tank wa~ns 
and tank lorries. There has been inordinate delay 
in the establishment of facilities for reducing this 
recurring loss. The Committee recommend tbat the 
uovemment should analyse the causes for delay at 
various stages and at various levels with a view to 

fix responsibility. 
The Committee would like to be in.formed as 

to what extent it has been possible to reduce tho 
loss as a result of establishment of the facilities. 

The Committe.e take a serious note of the f .. ct 
that although tbe Barauni Refinery with two million 
tonnes c!'lpacity was commission for trial rUDS in 
July, 1964, the complete cost of the project has .Dot 
yet been approved by the Governme,nt. Senctlons 
given upto June, 1962 to the extent of 1«. 3141' 
crores have been accorded by Government to some 
of the constituents of the Project. Thereafter the 
estimates have been reviled by the Corporation several times md the Cor'J*>ration continued with 
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the work on the Project kl anticipation of Govern-
ment's approval to ,the revised estimates. An' 
amount of Rs. 46.63 crores has already been spent 
on the Project. The Committee are also informed 
that no feasibility report was prepared. It has been 
admitted by the Additional Secretary of the Ministry 
that the correct procedure was not followed. 

The Committee have been repeatedly emphasising 
in their ·Reports that it is not correct to go ahead 
with the execution oJ a 'project without proper 
scrutiny of the feasibiHty Report therefor and an 
appropriate sanction of the project estimate. The 
Committee need hardly stress that the revised esti-
mates of the Project should not merely be a com-
pletion report of the Project but should serve as an 
instrument o,{ financial control. They. the,refore, 
re,i1erate that the total commitments on a project 
should be 'p'repared as realistically as possible in the 
beginning and should be available to Oovernme'llt 
and Parliament before a Project is approved. The 
Committee highly deplore the delay on the part of 
the Government\Corporation in finalising the esti-
mates. They would like that the responsibility for 
the delay should be fixed. The Committee re-
commend that the revised estimates should be' 
finalised with any further delay. 

The Committee also reiterate that the implica-
tions of the decreased capital investment on the 
economics of the Project .should be critically gone 
into and brought to the notice of Parliament as 
recommended by the Committee in paragraph 2.20 
of their Thirty-Ninth Report (Fifth Lok Sabha). 

The Committee have elsewhere in this Report 
dealt in detail the question o,f under-utilisation of 
the refining capacity at the Barauni Refinery. They 
would like to stress that all out efforts should be 
made to full v utilise. the available capacitv in the 
Public Secto~ Refinering and the que'ition of further' 
expansion should be considered only after realisti-

-;- Ple~le see Bigh-,eenth and Thirty - N~th Reports cf the C')mmiuee on 
Public UndeftWnl' (Fifth Lot SBbha ) 
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cally assessing the availability Oif indigenous and 
imported crude and after a firm commitment therefor 
is made. 

The Committee regret to note that the Kerosene 
Treating Unit II which was set up at a cost of Rs. 
1.24 crores in December. 1965 was practically jdle 
since its commissioning except for 93 daY'S in 1968-· 
69 and 80 days in 1969-70 when kerosene Treating 
Unit I was sbut down. Government, however, ex-
pected that this could be utilised when Atmospheric 
Unit III went on stream. EvCft after Atmospieric 
Unit III started processing imported crude, Kerosene 
Treating Unit II could not be operated as the kerosene 
obtained from the Middle East did not require sul-
phur dioxide extraction. It has now been decided 
to utilise Kerosene Treating Unit II in the Bongaigaon 
Refinery which is expected to be commissioned by 
1976 and the cost of dismantling and installing the 
unit at Bongaigaon Refinery would be Rs. 25 lakhs.· 

The Committee feel perturbed that the Kerosene· 
Treating Unit II was set up at a cost of Rs. 1.24· 
crores without proper planning and without a proper . 
assessment of the feed stock that would be available 
for processing thus resulting in unnecessary locking up 
of capital for almost II yeaFs till the Bangaigaon 
refinery would be commissi~. 

The Committee recommend that this matter should 
be thoroughly investigated with a view to fixing res-
ponsibility for the huge loss suffered by the Refinery. 

The Committee also find that tbough the Kerosene' 
Treating Unit I was stated to have an in-built capacity 
over and above its designed capacity its utilisation 
was only of the order of 68.7 per cent and 75.6 per 
cent during 1966-67 and 1968-69 respectively. The 
utilisation during 1969-70 to 1972-73, however. 
ranged from 106 per cent to ] 32 per cent. The 
utilisation in 1970-71 was as high as 132 per cent. 
The Committee desire that the actual in-built capa-
city of the Unit should be properly assessed 80 as to 
enable the Refinery to utilise it to the maximum and,' 
to correctly evaluate the perfOrmaace; 
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The Committee find that after commissioning of the 
Coking Unit of the Barauni Refinery in October, 1964 

it was discovered that it was not possible to produce 
furnace oil of the specifications laid down in the De-
tailed Project Report as a result of which major modi-
fications had to be carried out in November-Decem-
ber, 1966 at a cost of Rs. 44.23 lakhs. Even after 
the modifications, there has been considerable short-
fall in the actual yield as against the product yield 
envisaged in the Detailed Project Report. The loss 
due to shortfall amounted to Rs. 28 lakhs duting 
1966-67 to 1969-70. The Unit had to be operated 
~t lower severity in order to restrict the production of 
gas so as to ensure higher consumption of reduced 
crude as fuel which otherwise posed a disposal pro-
blem. Even the reduced quantity of gas produced 
could not be utilised as fuel resulting in considerable 
loss to the Refinery . 

The Committee would like Corporation to make 
duced crude should have been developed in time so as 
to synchronise with production and thereby the huge 
loss to the Refinery avoided . 

The Committee would like Corporation to maKe 
~urc that gas and other by products arising in this 
Plant were put to maximum productive use and that 
the gas Bared was absolutely in avoidable. 

:22 6.59 The Committee note that, though the Lube oil 
to Complex of the Barauni Refinery was originally 

6.61 designed to produce four Lube base stocks, it was not 
possible to produce all the 4 grades of oil because 
of defects in the crude vacuum unit due to defective 
design and certain additions are required in the plant. 
Consequently, the plant remained under-utilised from 
1967 -68 to 1969-70 resulting in a loss of about Rs. 
50 lakhs during this period. The COD:' mittee were 
informed that rectification of defects WWl not carried 
out as it involved a huge amount of money and a long 
period of shut down. What is more surprising is the 
fact that the Corporation discovered later that the 4 
grades of oils planned to be produced were low grade 
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oils and could not meet the specifications of the pro. 
ducts which were in demand in the market. It was 
also found that Digboi Refinery had increased the pro. 
duction of oils which could meet the market demand. 
As a measure of diversification, the Corporation 
took up production of 800 pale lube oil in March, 
1969. Since 1970-71, the lube complex has achiev. 
ed production more than the designed capacity. 

The Committee also regret to note that the com· 
pounding facilities for base stock of lubricating oil 
and additives created at a cost of Rs. 29 lakhs re-
mained under-utilised as only one grade of oil was 
being produced which did not require blending. It 
has been stated that the equipments worth Rs. 19 
lakhs are being utilised for handling phenol extract, 
slack wax and rubber processing oil. 

1'be Committee take a aerlous view of this huge 
lou due to under-utilisation of the Plant and the non-
utilisation of facilities which in their opinion could 
have been avoided if the Complex had been created 
after a detailed market survey of the demand for pro. 
ducts and proper planning. The Committee recom· 
mend that the matter should be thoroughly investi· 
gated in order to fix responsibility for this serious 
lapse, and to devise suitable measures to ensure that 
luch costly lapses do not recur. 

The Committee regret to note that the Bitumen 
Unit of the Barauni Refinery was set up in November, 
1966 at capital cost of Rs. 1 crore, without proper 
investigation whether bitumen suitable for plains 
could be produced from Naharkat;ya feed stock. 
Neither the Indian Standards Institute nor the Central 
Road Research Institute were consulted in the matter. 
The Committee are surprised that the lSI specifica. 
tions already available for producing bitumen with 
Middle East crude were blindly adopted as a guide for 
producing bitumen from Assam crude. The result 
was that the unit remained idle/under-utilised ,ince 
its inception. Even after carrying out modifications 
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in 1968 at a cost of about Rs. 4 lakhs, the Unit could 
not be started as it could not produce bitumen suit-
able for road work in plains. Effortl to produce 
bitumen of grades other than those envisaged in the 
Project Report could also not succeed as production 
of bitumen of these grades proved to be uneconomi-
cal. The restricted non-operation of the Unit result-
ed in a loss of about Rs. 1 crore. The economics of 
producing bitumen in the Barauni Refinery also 
indicated that so long as there is spare capacity in the 
Coking Unit, the manufacture of bitumen would 
always be a losing proposition. The operation of the 
Unit even at its rated capacity would result in a net 
loss of Rs. 30 lakhs per annum. The Committee take 
a serious view of the defective planning in the setting 
up of this Unit. 

The Committee also find that the Corporation im-
ported 3000 tonnes of drum sheets and purchased 
1026 tqnnes of indigeno)ls, slleets for the fabrication 
of drums for bitumen. The ~mmittee regret to 
observe that as the production of bitumen did not 
come up as anticipated, the fabrication of drums had 
to be kept in abeyance and 1900 tODnes of imported 
sheets had to be disposed of after about one year 
from the date of its purchase at a loss of Rs. 2,71 
lakhs. The Corporation had also to incur a further 
loss of Rs. 7.12 lakhs upto 31st December, 1971 by 
way of interest charges aDd godOWD charges. 

The Committee are informed that it is now pro-
posed to restart the Unit using residues from im-
ported crude after carrying out modifications at a 
('ust of R'!\. 40 lakhs which are likely to be completed 
hy 1975. The Committee arc surprised that modi-
fication would result in reduction of the existing 
capacity, though it is claimed that the margin of pro&t 
would be Rs. 2.33 lakhs. The Co:nmittee are not 
surE' whether these economics of the Project would 
he re:lli~ed particularly in the context of increase in 
the price of imported crude. The Committee would 
like Government to closely examine the economics of 
the proposed conversion to ensure that it is in the 
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best interest of the Corporation and larger public 
interest before investing any further amounts. 

The Committee recommend that the entire matter 
regarding the settiog up of Bitumen Unit at Barauni 
Refinery should be investigated by a high level Com-
:nittee in order to pinpoint the lapses and fix res-
ponsibility for the huge loss suffered by the Corpora-
tion. 

The Committee would like to bl! informed of the 
concrete measures takC'/1 to obviate recurrence of 
such costly lapses in investment and tying up of col-
laboration arrangements. 

24 6.94 The Committee find that MIs. Engineers India 
to Ltd. were entrusted with the task of design engincering. 

6.95 erection and commissioning of the Coke Calcination 
Plant at Barauni Refinery at a total cost of Rs. 55.70 
lakhs. The Plant was scheduled to be completed by 
6th May, 1970. It was, however, finally made over 
to IOC in June, 1972 after a delay of two years. The 
delay of one year was stated to be due to strike in 
the plants where Mis. Engineers India Ltd. werc get-
ting the equipments manufactured. Another one year 
was taken in rectification of the defects noticed after 
the trial runs of the plant. The Committee are sur-
prised to find that the agreement with Mis. Engineers 
India Ltd. . did not even contain provision for levy 
of penalty for delay in completion of work. The 
Committee are informed that conseqlJent on the delay 
the cost of the plant went up bv Rs. 6.50 lakh and 
the profitability was reduced by about Rs. 70 lakhs 
due to delay in the completion and commissioning of 
the Pla:lt and ot a further aRlOllnt of 27 lakhs due to 
shortfall in production during July, 1971 to FebruaiY, 
1972 on account of malfunctioning of the plant. 

The Committee recommend that the reasons for 
delay in the completion of the plant lind its defective 
working after commilsioning should be thoroughly 
investigated to as ta pinpoint lapse) and in order to 
fix responsibility for the huge 1011. 
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The Committee note that the Barauni Refinery 
had to make a distress sale of Raw Petroleum coke 
at a price of Rs. 80/- per metric tonne to dispose of 
the large accumulated stock in the Refiner, anu no 
alternate adequate market for the same could be 
found. The agreement entered into with Mis. InJie 
Carbon for a period of five yeltrs ill 1966 was for the 
sale oC le-8ser quantitiel of petroleum ccke than what 
was produced. The Committee were informed that 
this was on account of the fact that the Coke Cal-
cination Plant with a oopacity of 60,000 tonnes per 
annum was proposed to be set up in the Barauni 
Refinery and to be completed in June, 1969. The 
plant, however, commenced production in June, 1972. 

The Committee regret to note that on the one hand, 
the Corporation failed to find ade'luate market for 
raw petroleum coke, on the other hand the comple-
tion and commissioning of the Coke Calcinatioll' 
Plant wall delayed by about 3 years. The Committee 
have already commented earlier about the undue 
delay in the commissioning of the Coke Calcination 
Plant. 

The Committee have also earlier commented about 
the sale of Raw Petroleum Coke to Mis. India Car-
bon Ltd. ex-Gauhati. They recommend that the 
distress sale of thi!; 'p'roduct ex-B3rauni and the total 
los!! suffered by the Refinery as result of fixation of 
much lower price for the product should also be 
thoroughly investigated in order to pinpoint the-
lapses if any. 

The Committee also stress that Corporation should 
tee that the price of raw petroleum coke should be 
fixed realistically keeping in view the current rise in' 
price of crude and the latest demand for the product. 

The Committee find that according to the Project 
Report eacb of the Atmospheric Vaccum Units I & II 
aDd Atmospberic Unit m was to operate for 330 days -
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per annum. The actual operating days during some 
of the yean were much leas than that provided in 
the Project Report. Atmospheric Vacuum Units I 
and 11 were under shut-downjrepair/maintenancel 
idleness for 64 days and 40 days respectively during 
1967-68. 35 days and 67 days respectively during 
1968-69 and 84 days and 65 days respectively during 
1969-70. Bottlenecks in the downstream Units such 
as the Coking Unit, Lube Oil Complex and Bitumen 
Unit, failure of equipment and utilities have been cited 
as the reasons for low level of operating efficiency . 

The Committee regret to note that, due to deficiency 
in design in the transfer line of Atmospheric Unit I 
there was leakage and its replacement cost the-

Refinery Rs. 3.10 lakhs. The Committee recom-
mend that the reasons .for defect in design should be 
investigated in order to fix responsibility for the loss. 

The Committee also recommend that the Central 
Service Organisation which has been formed in order 
to improve the service factor of the Refineries of IOC 
should go into the technical details in order to sug-
gest measures to improve the operating efficiency of 
the Refinery . ....... ' 

The Committee further note that Atmospheric 
Unit III was operated for less number of days due to 

limited availability of crude. The Committee hope 
,that with the processing of imported crude in the 
Barauni Refinery the operating efficiency of the Unit 
would fmproYe. 

The Committee find that Kerosene Treating 
Unit I was designed to operate for a period of 330-

days in a year. The operating efficiency in some 
of the years was extremely low. The Unit remained 
idle for 134 days and under in~ptction and main-
tenance for 39 dayi during the year 1968-69. Lack 
of feed stock lind sbortage of sulphur dioxide have 
been cited as the rell80D8 for remaining under main-
tenance/idle (or lon~er period. The loss of revenue 
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for sbut down has been estimated at Rs. 10,000 per 
day. 

The Committee further note the Unit had to be shut 
down for 52 days and 65 days during 1971-72 and 
1972-73 respectively. While the shut down during 
197 t -72 was It·nger due to delay in taking up main-
tenance on account of emergency conditions, the 
Committee find that low inventory of Sulphur dioxide 
was the main cau~e for the shut down for 41 days 
during 1972·73. The loss of revenue during the 
period has been estimated at Rs. 7,000 per day. 

6.137 
to 

6.142 

The Committee fail to understand as to why the 
Corporlltion llhould not plan their requirement. of 
sulphur dioxide well in advance and ensure the avail-
ability of adequate quantities thereof in time so that 
need for shut down due to shortage of sulphur dioxide 
and consequential loss of revenue 1S avoided. The 
Committee recommend that this matter shoulj be gone 
into with a view to taking remedial action to avoid 
recurrence of lIuch situation in future. 

In a written note the Ministry have stated that 
the figures of consumption of utilities could not be 
preciselv calculaten in the absence of adeqUllte 

metering system. It may be stated thllt the Designers 
have providcd a number of instruments for checking 
up of the utilities but these were not adequate for a 
complete bdlance. The action for proclll'emenl and 
installation of balance meters 'lias already bc'!n taken 
up. 

The Committee pointed out that the Coking Unit 
went Into oper ,ltiOll in October, 1964. They en-
quired a!; to why action in this regard could not be 
taken earlier. It has been stated that in the initial 
years, the efforts were directed towards stabilisation 
of the imit operatiClJ1s aDd dptimisation of the rro-
duct pattemg gO as tIOmaximise the refinery through-
put. Since the oveTall consumption of the utilities for 
the whole refinery was· TCaSCJDably comparable to Ihe 
designed "arms, ,t~tlon was not diverted towar~s 
rigorous cotttrol of tile utilities in the individual uAJt. 

--------------------------------------~--------
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After' the stabilisation of the refinery operations, this 
a.-ect ~!I also' heing looked into and the actioD hils 
be.a iDitiated ifter the establlshmeut of the Technical 
Audit Celt~ . 

T~ Committee find that the consumption of 
Cb~mlc~ts and utilities in tbe Barauni Refinery hlOi 

be~ wIdely varying from year to year without indi-
cat 109 any set patrern. The value of exces~ cuft-
!.Iumption of utilities in the Coking Unit during the sj~ 
years ending 31 s~ March, 1972 was about Rs. 13JC7 
lakhs. 1 h~ Commjttee are surprised to find that 
though the lTnl! went into operation as far back as 
1964 the O\au~ement have not considered takin!! 
action to in~,,1 adt:quate metering equipmentr for 
repJ1atin, consumption of utilities and it is only now 
that the tc-.:hnlcal audit cell is stated to be going into 
the norms for consumption criticany. The COlA-
mitte: r~.:ommelld that the management sht'utd take 
steps to ensure that the metering equipment are 
installed without further delay. 

TIle Committee n(('d hardly emphasise th~ need for 
control on consumptiM of utilities with reference to 
norms in the interest of economising the processinl 

cost. 
The CommittO!I! also hope that the TechniclIl Audit 

Cell would work out realistic norms for the consump-
tion of uti1itie~ to enable the managel1lent to control 
the ;onsumption with reference to such 11000ms tianely 
and to take suittlble remedial measures to arrest 
excess consumption. 

The Committl:c have already observed elsewhere 
in th., Report that without any accurate system of 
recording the consumption of utilities it was not roni-
ble to Inake m!e of the system of costing as lin instru-
ment of control and alllO work oUt the pr~ing cost 
OIl a realistic b·nis. 

29 6.148 The Committee regret to note that finished the 
produ't!i of the value of Rs. 25.36 lakh .. were lost 
during 1966-67 to 197~-73 in the Barauni Reftaery 

s'3z' fS:-lS,""- ------- ----



.: ' ..... !.. ~. . " 

'-'t.' , 

" .. " r:, i 

... '. 

" J 

f', I 

! , 

", 

6,156 
6.157 

214 

3 

during storase aDd in the proctss of their loading from 
the, sto,raae tanks to the ..... wagons/lorries. The 
Co~m ittec an:, jpfo~q!~. tQllt· by proper training, the 
Man'agemcnt are trying to ('cciuce tbe losses due to 
dipping errors or accounting errors, spillages and over-
filling. r~e Tcc~ Audit Cell bas also been asked 
to sU88estways abd Il'eans to reduce the losses. The 
COIQr:llUe;s iail to un(t~rstarld'as to wby Management 
could not have taken timely actioD to locate the 
,dde¢i~JlcieliD the equlpments to plug the loopholes. 
The Committee ilre Of ~he opinion that if training pro-

,gra~es had been iriitiated much in advance and 
, sohedules for maintenAnce drawn up and ",&dhcred to, 

the refulery would not have been forced with this 
huge 1088. The Committee hope that with the 
measures DOW being taken, tire lOIS of finished pro-
ducti during stora!e U'id also 1n the pro.:e~s (If load-
ing etc. would be' rc:ioced to the mi!limum. The 
Committee alfo recommend that the Refinery should 
with the assistance of Technical Audit Cell fix 
realisn.: norm~ for !luch losses and ensure that these 
nOCJJlsarq strictly ndherd to. 

The Committee note that, the Refinery had to 
r~sort to" fiaring of gas to maintain a positive 

pressure in the ReSnery and to prevent possibility of 
air mixing with fuel gas leading to explosive hazards 

. Morem,cr. tllere was'· the problem of dispo!l:ll of :c-
ducClicrudl!. The percentage of gas flared was to the 
'eltel'lt of 43.1 per cent in 1966-67, 48.4 per ceot in 
1967-68, 34,2 per cent in t 968-69 and 20 per cent 
in 1969-70. In subsequent vears it was less than 
20 'p'er 'Cent. T1)e CbmmitteJ· are given to under-
~tand that had the total gas produced (less 
the minimum quantity teqaired for fiaring) been 

useed ,at fuel in the Refinery, fael oil worth Rs. 1.56 
rf"<)r~ could lrave been saved during the years 
1966-67 to 1972·73. ,It was only in January, 1969 
tbat a study was trade by the Refinery autborities 
which revealed that there was enough scope to in-
crease 'the firing or gas in the power h(}use. There-
lifter' step~ were taken' in 1971 for installing a 
pre4J4Jur~ indicator with' tht" electrical tnmsmission at 
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. site and a pressure recorder with low pressure signal-
JiD@ at the boiler (":)ntro1. The Committee were 
informed that the rrob1em of dispOsal of coking fuel 
c~l/Iow sulphur heavy stocks has alsn since been 

, overtom~ and the flaring of gas has been reduced to 
!ltl minimum.' 'The Committee are not happy about 
tne failnre of the Man~gement to take action in time 

, to instal the pressure gauge equiprnents, dispose of 
reduced crudl! in' Ol'dcr to obviate loss OD account of 

, . flnrin, of -gas. '1 he Committee recommend that the 
matter should' be examined in depth with the a~sis-

, tnnce of Technical A.lriit Cell and in the Jight of the 
expericnce of Reftnerk~' elsewhere in order to reduce 
losses on account cf flaring of gas to the obsolute 
minimum .. 

7:W'"" '!be Committee would like to be informed of the 
. coSICrete men~urc,; laken by Government/Corporation 
in punuilnce of 'the above, rccol1l.a.ldatioD. 

31. 6.164' The Committee take 'il serious note of the fact 
that although the COr.".missionappointed by Govern-
ment to go' into the question of blaze in the rivet 
(lang::tnear Monghyr i:l Marcb, 1968 due te accumu-
J:'ition (If oil content of the effluent matter in the sand) 
part of the rivt'r hd beyond the discharge point, 
tmbmitrcd their leport in July, 1969, no finnl decision 
has yet' been' taken by Government/Corporation on 
(he important recommendation made by Commission 
about discharge of efHuent in the main stream Of the 

, "River Ganges as it would involve heavy capital 
~xpehditure l)f (,ver Rs~ 1 crore. JOC hav," instead 
Impro'VCd the 1rei1~mel"t Of eftluents before disposal 
80 IS to reduce the oil conterl1 to safe level. The 
C'-Otnmittee feel' thut the problem of pollution of the 
rivershoulj have l'fen tackled with all ~riousness in 
consultation with e.W.P.e. and all others concerned 

-- ill the interest ~f helllth of the inhabitanB of that 
area. The C.:mllnittee would Jike to be informed of 
tbe final deci.,ion taken in the matter by Government 
aDd the progress made in implementation thereof. 
within six 02ontM. 
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The Committee find that the actual throughput 
and the product pattern obtained in the Refinery were 
not the sam~ as envisaged in the design of the Re-
finery as a result of which the Refinery suffered 
cumulative loss of about Rs. 635 lakhs during the 
period from 1966-67 to 1972-73. The loss would 
be much mOfe if the losses on account of variances 
in ;::apacities fmm the design are als\) taken into 
account. The Committee recommend that a 
technical commit~ee should examine all aspects re-
lating to the product-mix of the Barauni Refinery in 
order to suggest mea 'lures to reduce the losses due to 
nriations in the pr('dU(:t-pattern. 

The Committee note that though the Project 
Report envisaged the potential of 50,400 tonnes of 
liquified petrolw.m gas per year from the Atmos-

pheric Vacuum Units 1 and II and 15,000 tonnes per 
year from the Coking Unit of the Barauni Refinery, 
no LPG was obtained from the Coking Unit due to 
unsteady operation of its stabilisation section. Tbere 
was also delay of about one year in starting th~ pC\)-
duction of LPG in Atmosp~eric vacuum Unit I due to 
nOll-aYanability of qy1inders. The Committee also 
note that inspite of the gradual increase in the pro-
duction of LPG from 239 tonnes in 1965-66 to 14.729 
tonnes in 1972-73, it i!l stilt much short of the poten-
tial envisaged in the DPR, Production of off-speci-
fication LPG ill the earlier years due to non-provisiO't 
of caustic and wat.:r washing facilities for LPG. inade-
quate number ')f wdgh scales and of filling points at 
LPG sl.ed, fro!quent interruptions in the cylinder filling 
operations due to poor performance of weight scale§ 
.. leakages f~ fillins suns and irregular off-lake 
of fitled cylinders and non-availabitity!short and 
interrupted supplie5 of LPG cylinders have bee~ cited 
as the reasons for the shortfall in the productIon of 
LPG. The CommiUee are informed that corrective 
st~ hnd been taken from time to time to solve these 
l't'oblemc;, It has. however, been stated that the pro-
duction of LPG could have been increased if cylinder 
availability was better. 
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1~ problem of non-availability/shortage of a 
particular type of steel required for LPG cylinders 
and the consequent shortfan in the production and 
marketing of LPG have. been dealt with in the Report 
of the Committee OD JOC (Marketing Division). The 
Co~mittee desire that Government/Corporation 
should take timely action in future about t~ procure-
ment of steel either through indigenous sources or 
through imports to see that lack of cylinders does not 
depress production. 

6.188 
6.189 

7.7 
7.8 

The Committee also hope that maximum possible 
production of LPG would be achieved in the lOC 
Refineries as low production of LPG means wastage 
of valuable gas in flaring, higher consumption and 
larger impOrt of kttosene or erude which the country 
can . ill-afford at present when it is faced with the oil 
crisis. 

The Committee find that the work of 
modernisation of the LPG bottle filling plant was 

entrusted to Mis. Engineers India Ltd. in January, 
1969. Though the work· wis scheduled to be com-
pleted in January, 1970. It was, actually completed 
only in March. 1971, i.c. after more than lWO years 
during which period the essential facilities such 8S 
hydraulic testing, washing and painting of cylinders 
could not be provided. The Committee are surpri~ed 
to note that the question of levying penalty on MIs. 
Engineers India Ltd., for the delay in the completion 
of the work j!; stiJI under examination of TOC, even 
after a lapse of two years. 

The Committee recommend that the reallom for 
the delay should be· investigated by Government and 
the matter finalised without-, any further delay. 

The Committee find that the Gujarat Refinery 
was desigJled for a capacity of 3 million tonnes pel 
annum. The capacity has been increased to 4.3 
million (<,nnes by bringing about opcJational changes 
an modifications. The e~j!'lting utilisation of capaCity 
is however, 3.R mi11ion toimes per year because , ---- .. -~------------.----
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ONGC is unable to supply the full quota of crude. 
The Committee recommend that ONGC should step 
up efforts to increase the supply of crude to the 
Ile6ncry. 

The Committee need hardly point out that any 
further expansion of the Refinery should be done only 
after fully ensuring the desired quota of indigenous/ 
imported crude. 

The Committee note tbat 40 per cent of the 
Refinery's design drawings were prepared by Indian 
Engineers in collaboration with a small team of seven 
Russians, and the expansion of Gujarat and Barauni 
Refinery was done 100 per cent by the same organi-
sation. The Refinery utilised about 60 per cent of 
equipment and materials from indigenous sources and 
about 75 per cent for the expansion to three million 
tonnes. The expansion of the Refinery to 7.3 milJion 
tonnes is being designed and built without foreign 
collaboration. 

The Committee hope that Government/Corpora-
tion would emulate the example of Gujarat Refinery 
while planning and executing the expansion/creation 
of capacity in the country during the Fifth Five Year 
Plan. 

The Committee note with satisfaction that the 
Corporation was able to effect a saving in the capital 
cost of the Refinery. The actual expenditure incur-
red by the Refinery for the two million tonnes capacity 
was 26.27 crores as agamst the project estimate of 
Rs. 30.99 crores. The actual expenditure on the 
expansion of Refinery from 2 million tonnes was Rs. 
2.4 crores &s against the estimate of Rs. 2.9 crores. 
The actual expenditure on the Udex Pla"t wa~ Rs. 
2.56 crores as against the project estimate of Rs. 2.69 
crores. 

The Committee find that the concept of staft 
and line function was introduced in the Gujarat 
Refinery about 3i years ago. The new concept of 
"Technical Audit" has also been introduced in this 
Refinery. As a result of proper inspection and pre-
vention maintenance, consumption of utilities, fuels 
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and chemicals have been reduced thereby increasing 
the yIeld and reduciDg the processing cost. 

Whil7 the Committee appreciate the steps taken by 
the GUJarat Refinery they hope that similu steps 
wollld be taken in the other Joe refineries in order 
to bring about improvement in operating efficiency 
IIld effect economies in costs. . , , 

39 7.34 The Committee find that a contract was signed 
to with U.S.S.R. suppliers for supply of equipment 

7.37 and materials weighing 15,350 tonnes for the 
setting up of the Gujarat Refinery. Subsequently, 
204.196 tonaes -were AMI.e,d from the supply 
schedule of the contract if) terms of the protocol 
dated 9th October, 1964, as these materials were 
available from indigenous sources. The Committee 

also note that the protocol was silent about the possi-
ble reduction in the contract price in the case of 
deletion of the quantity from the contracted supply. 

The Committee regret to note that though the 
supplies under the protocol were completed as early 
as 1966, it was only in February, 1970 after a lap~e 
of six years from the date of protocol~ that a claim 
for Rs. 15.76 laths was preferred against the foreign 
suppliers on account ot the value of deleted items 
weighing 204.196 tonnes (Rs. 10.92 lakhs) and also 
for defective materials and other causes (Rs. 4.84 
lakhs). This _ claim has not been accepted by the 
suppliers so far. The Committee ~re also surprised 
that the management has not sought the assistance of 
Government for the recovery of the claim in spite of 
the long delay in the settlement of the claim by the 
foreign suppliers. 

The Committee are now informed that tlte supplier. 
have apec! to re-examine the malter. The Com-
mittee desire that the matter should be pursued 
vigorously with a vitw to effecting an early settlement 
of the claim. 

The Committee are informed that it was not possi-
ble to work out the quantity and value of Russian 
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materials tbat misht still be Jying in stock in the 
Refinery. The Committee faiJ to understand as to 
why the materials received under the agreement 
should not have been kept separately throughout. 
The Committee recommend that tbe matter should be 
iIIvestigated to fix responsibility for the lapses. The 
Committee shOuld be informed of the action taken. 

The Committee 'find' t~t there has been delay 
of 3 to 12 months in the completion of the various. 
units of the Oujarat" Refinery Que to delay in the 
supply of equipment and detailed working drawings 
by the conaborators.The delay was also stated to 
be c1ae to Occasioaal strike by the workers of the con-
tractOl1l • 

1 he Committee reiterate their earlier recommenda-
tion in paragraph 122 of their 36th Report (3rJ Lok 
Sabha) that the delay in the execution of schemes 
regarding creation/expansion of refinery capacity in 
lhe country should be avoided at aU costs so that 
import of petroleum products involving huge amount 
of foreign exchange is reduced to tbe minimum. 

The Committee find that the Udex Plant of the 
Gujarat Refinery was originally scheduled to be 
completed by December, 1967 it was, however, 
actually completed in December, 1968. There hns 
been an initial delay of 9 months as the bank 
guarantee already i~ued to ONGC had to be tTilns-
ferred in favour of IOC and the import Jicence had to 
be revalidated, consequent on the transfer of the 
Refinery {rom ONGC to IOC. The date of contract 
with the Italian firm was accordingly shifted from 
Dc.cember, 1964 to September, 1965. There had 
also heen a delay of Que year in supplying of the 
basic data by the owners to the contactors (3 months) 
in the delivery of purchase specification and equip-
ment (6 months) and in the deilvery of drawings and 
specifications (3 months). 

The Committee are not happy over such adminis-
trative delays which had resulted in delay in the 
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erection and commissiODing of the Plant. They hope 
that 8uch delays woQld be avoided in future. 

1be Committee note that the Udex Plant was 
set up on the assumption that the Caprolactum 
Plant· of Gujarat State Fertilizer Corporation, the 
Hindustan Organic Chomicals and two or three other 
industries would be able to absorb aromatic chemi-
cals such as Bellll.ene, Toluene, etc. But the 
establishment of Capro-Jactum Plant and the Hindu-
stan Organic Chemicals was very much delayed. 
The increased Benzene productic'll in the Steel Plant .. 
further reduced the sale' of Benzene from the Udex 
Plant. As a result the pJant .could achieve only 26 
per cent of the rated capacity during 1969-70. It 
bas, however, gradually improved its performance 
during tbe subsequent years. During 1970-71, 1971-
72 and 1972-73 it achieved 47.22 per cent, 67.27 prr 
cent and 87.21 per cent of its rated capacity. 

The Committee feel that the erection and com-
missioning of the Udex Plant should have been co-
ordinated with the establishment of factories 

consuming Benzene aDd Toluene, so that there might 
be an assured market for the products of the Plant. 

The Committee are informed that the Management 
have in hand a scheme to expand the capacity by 25 
per cent. The Committee hope that the Corporation 
would profit by their experience and ensure adequate 
markets for 'Benzene and Toluene before under-
taking the expansion scheme. 

The Committee Dole that Gujarat Refinery hll~ 
been able to achieve a higber·percentage of yield than 
envisaged in the Detailed Project Report by certain 
steps like economy in the uS&,e of own fuel, reduc-

tion of power, steam and water and effect:'Ilg coottOl 
bv technical Iluditing. utilisation of more and more 
~s as own gud resulting ~ in Jess flare. watching 
and controlling the losses Ilrising at variolls points 
during storage, hartdling, loadillg operation, etc. 
The Committee recommend that the CorporatiC'n 
should consider takin$! similar measures in the other -------_ .. _--------- -_._-- .- - - . _.- - - -
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Refineries also so as to improve the operating effi-
ciency and effect economy. 

8.22 The Committee find that the profitability of .the 
to three refineries varied widely from year to year. In 

8.26 some years the fluctuations in the working results 
are quite disconcerting. Oauhati Refinery suffered a 
loss of Rs. 23.76 lakhs during 1970-71 as against a 
profit of Rs. 68.13 lakhs during the previous year. 
Lower throughout, fixation of higer price for crude 
due to adoption of medium range tanker freight rates, 
import of power from the Assam Electricity Board 
due to capital maintenance of refinery's own turbo-
generators are stated to be the reasons for the loss 
durina 1970-71. During 1971-72 and 1972-73 the 
Refinery made a profit of Rs. 37.87 lakbs aM Rs. 
72.78 lakbs respectively. 

Barauni Refinery made a profit of Rs. 170.54 
lakbs, Rs. 343.93 lakhs and'Rs. 277.98 lakhs during 
the years 1970-71, 1971-72 and 1972-73 respecti-
vely. The decline in profit during 1972-73 as com-
pared to 1971-72 was due to higher price paid for the 
imported crude. 

Gujarat Refinery made a profit of Rs. 168.34 lakbs, 
RI. 725.43 lakhs and Rs. 643.31 lakhs during the 
years 1970-71, 1971-72 and 1972-73 respectively. 
The shortfall in profits during 1970-71 was due to 
liability of Rs. 245 lakhs towards increase in the price 
of crude oil arising out of an award by the Arbitra-
tor. 

The Committee also find that the expenditure per 
toDD&! of crude processed in Gauhati and Barauni 
Refineries was much higher than in Gujarat Refinery. 
In case of Oauhati Refinery it was Rs. 41.65, Rs. 
35.60 and Rs. 37.78 during {he years 1970-71, 
1971-72 and 19i2-7~ respectively and for Barauni it 
WIS RI. 34.41, RI. 33.96 and Rs. 35.02 respectively 
as against Rs. 12.92, Rs. 12.37 and Rs. 13:73 
respectively for the Gujarat Refinery. The operating 
cost in the Gauhati and Barauni Refineries was also 
much ruper than the Oujarat Refinery. As against 
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the operating cost of Rs. 1,118 per 100 tonnes of 
crude processed in the Gujarat Refinery during 
1972-73, the . operating cost in the Gauhati and 
Baraun~ Refineries was Rs. 3,573 and R'I. 3,403 
respectl~ely. The recovery of products in the 
Gauhatt and Barl'.luni Refineries was 90 and 91 
tonnes as compared to 92.5 tonnes in Gujarat Re-
finery. The yield in the ESSO, BurmJh Shell and 
Caltex Refineries was 95.0, 93.8 and 91.5 tonnes 
respectively. 

It bas been stated that there are several factors 
which vitiate (omparison between different refineries 
with regard to rrofitability as it was dependent upon 
severnl variable factort such -as location anj capacity 
of the Refinery, q'j'lity of crude processed, capacity 
utilisation and the price of crude, etc. The Manage-
ment have, however, admitted that there is need [or 
making lot of improvement in the working of the JOC 
refineries and that it would take a few more years 
fOT the JOC refineries to come to the standard of 
refineries in the private sector. The Committee are 
informed that a Central Service Organisation has been 
set up to give advice on ways and means to improve 
the services and a Technical Audit Cell is examining 
the consumption pattern of various fuels, chemicals 
and utilities in order to fix norms for the different 
Units in the refineries. The Committee hope that 
with the assistance of the Technical Audit Cell and 
Central Service Organisation, It would be possible to 
effect economies in operating costs, att3!n ma dmum 
recovery and incrrRse the profitability of the refineries 
in the comings years. 

The Committee find that during the years 
1966-67 to 1972-73, the value of the stores held in 
stock varied between 29 to 39 months consumption. 
24 to SO months consumption and 9 to 34 months 
consumption in the Gauhati, Barauni aud Gujarat 
Refineries resepctlvely. Purchases have also been ill 
eXCess of the consumption of stores judged from their 
value. The Committee find that maximum and mini-
mum limits have been fixed only for 64S items out of 
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9,978 items in Gauhuli, 7,329 items out of 16,406 in 
Barauni end 5,204 items out of 11,086 items in 
Gujalat. The, Committee regret to Dote that eveD 
now the <:onstruction materials have Dot been com-
pletely scgr~gated from those required for operation 
and that surplus stores worth Rs. 54 lakhs are stm 
being carried by the refineries. Physical verification 
of stores was not dont in tbe three refineries accord-
ing to the prr.scribed procedures. Though such a 
verification is required to be done annually, it was 
not done at all in Barauni during 1970-71 and only 
1.6 per cent of the work was done in 1972-73. The 
Committee are surprised to note that the management 
tixed norms ifor physical verification only in August, 

10.6 

1972 and the work of physicaJ verification according 
to these no.s is still in prosress. 

The Commil:tee further note that although the 
Manugement decided to streamline the stores and 
purchase procedure in 1965 and the Controller of 
Stores and Purchases was entrusted with th~ task of 
compiling store') and procedure in October, 1965, it 
was only after lhree years in 1968 that n draft was 
produced and even after it was finalised in 1969, a 
firm of lonsultants appointed for str~atnljf\ing the-
Materials Department at Barauni was a5ked to draw 
up a Purchase PoHcy and Procedure Manual. 
Though a draft manual was given by the con-
sultants in September, 1970 this was finalised in 
January, 1973 and is now stated to be uflder the 
examination of Finance Director to whom it was' 
refereed to by the Board. The Committee feel con-
cerned about the iaordinate delay of over P year; in 
evolving comprehensive stores and ,purc"a!\.! proce-
dure. The Committee recommend that the M?nuaT 
should be finalised without any further delay and the 
e~tire procedure of Stores and Stock control should 
be streamlined, so as to prevent excessive putcha~es 
and obviate ftccumulation of surplus store 3. 

The Committee find that the number of men 
'in position in the Gauhati, Barauni and Gujaral Re-
fineries as on 31st March. 1973 were 116 per cent, 
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lOS per cr:nt and 3] per cent more than that indi-
cated in the rc.spective Detailed Project Repol'ti of 
these Refineries. 1bc;y alsQ note that on 31st March, 
1973 about a thousandpcl'SODs were in excess o( the 
strength fixed by the MaoaFmeDt themselves for the 
three Refineries. The Committee are informed that 
the norms indicated in the DPR's were not applicabl~ 
as many of thl" items were not taken into account at 
the 1 ime of drafting of the DPR's. The T~fineries 
were faced with the problem such as absorption ot 
workers ('ngaged in the construction of th~ projcci. 
imple:nentation of arbitration awards, etc. and even 
if the surplus staff is identified the retrenchment of 
such staff would pose serious problems . 

10.10 
10.11 

III tbe opinion of the Committee, deplcyment ()f 
stat! il1 excess of requirement only reduccq lhl! effi-
cieacy and increases the overheadli. The Committee 
also feel lh~t surplus construction staff should be 
gainfully employed in other projects under CODstruc-
tion. The Committee recommena that the Govern-
ment/C"rporation should under-take a review of tho 
staft' litrength in all the three refineries and identifiy 
the start in excess of requirement, and make con-
certed efforts to absorb the surplus staff gainfully in 
other Central or State Projects that are coming up in 
tbe arl"3. 

The Committee find that about Rs. 2 t 8.80 
laIms had been paid as overtime in the three 
Refineries during the years 1967-68 to lQn·7J. lbe 
overtime bill has ~hOWD a gradual increase during 
ther:;e ye:lfS. Dudn~ the year 19.72-73 the percent-
age of overtime to salaries and wages was 13.45,21)6 
and 10.36 in the case of Gauhati. Barauni and 
Gujarat RMineries I'I!s(lectively. 

The Commit.tee are surprised that on the .:mc hand 
the refineries are facing the. problem of surp1us statt, 
on the other hand overtime amounting to "ever:.1 
lakhs :If I upee.; i41 being paid to the employce5. 
AlthouS!h tbe Management stated in 1971 that eITorts 
were being made to control the overtime to tbe 
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~iDiruulU, YQt tIle' cvertimebill goes on UDlibated. 

, ; The Committee need har41y stress that the over· 
'time' p8}'¥nents act as a d.isiDcentive to efficiency. 
They, therefore, lecommen.d t~at Management should 

" i"';~t'rict :neaSUTes so as to keep the overtime bill 
:to the· minimum aod there~y reduce thl! expenses 
'tmoverhea&-hrld econo~ise' in processing cost~. 

, ':, ',I ' ' , 

,48, 10.15'1' 'The Cdmmittee note" that the Internal Audit 

" 

, I; 

,10.16. Depattment was reorganised in March, 1969 and 
the' Board of Directors desired tha: impDrt,ant points 

, , noticed bY' it' should he' 'bro~ght to their notice from 
'time to time. The'internal f.udit was also expected 

" 

, ' to conduct '0.1 critical revie'w o.r' systems, procedures and 
opera,ions of the refi'lleries as a whole. The Com-
mittee 'a're surprised to note.tha,t it was only in August. 
1971 that important ,points (were broutbt to the notice 

'of the board of Directors for 'ih~ first time.. A Critical 
review of systems, procedures and operations of the 
Gauhatl and Gujarat ~efin,eries was conducted only 
'in 19'12-73. Critical review of production units and 
utitlties in the Barauni Refinery was done during 
1971-72 and that of LPG 'p'roduction and utilisation 
of Coke Calcination Plant was undertaken in 1972-73. 

TheComtnittee need hardly emphasise the impor-
tance of Internal Audit as one. of the essential tools 
of m:magemc'llt control. They, therefore, recommend 
that the Corporation should activise and strengthen 
the Internal Audit CeHs in the refineries and make use 
of' the repptts of Internal Audh to set right the defi-
cltncies. plug loophpJes and cut out wastages in the 
various Units. 

~' . 
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