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INTRODUCTION 

.1. t)o: ~bairman, Committee on Public Undertakings baving been 
autboriled by the Committee to submit the Report on their behalf, 
prelent this 80th Report on Action Taken by Government on the 
recommendation I contained in the 72n4 Report of the Committee on 
Public Undert .. kings (Seventb Lok Sabha) on Hindustan Petroleum 
Corporation Ltd. 

2. The 72nd R'!port of the Committee on Public UndertaJdnp 
Wal presented to Lok Sabha on 27 April, 1983. Replies of Government 
to all the recommendations contained in the Report were received by 
2 January, 1984. The repliea of Government were considered by the 
Action Taken Sub-Committee of the Committee on Public UndertakiDp 
on 9 February, 1984. The Committee also considered and adopted tbi. 
Report at their litting hel~ on 9 February, 1984. 

3. An analysil of tbe action 
recommendationa contained in tbe 
Committee ia given in Appendix III. 

NBW DBLBI.; 

,.IwtItJ,." S8, 1984 
Ph,""" 9, 1906 (8"h) 

(y) 

taken by Government on the 
72nd Report (1982·83) of the 

MADHUSUDAN VAIRALB, 
OAel,,,,.. .. 

CommsUea "" Pub'" Untie,.,,,",,,,., 



CHAPTER I 

REPORT 

This Report of the Committee deals with the action tutn by 
Government on the recommendations contained in the Seventy-second 
Report (Seventh Lok Sabha) of the Committee on Public Undertakinll 
on Hindustan Petroleum Corporation Ltd. which was presented to Lot 
Sabha on 27 April, 1983. 

2. Action Taken notes have been received from Government in 
respect of all the 36 recommendations contained in the Report. The.e 
have been categorised as follows: 

(') Becommendat'OfI"/Ob"er"at'on,, thot laatle been accepted ", 
Goo"nm,nt : 

S. Nos. 1 to 26 and 28 to 36. 

(it> B'comM,ndation/Ob,ervation whic" 'le OOMmitte. do no' tl,rire 
to "",''V, in vieID oJ Goo"nmenl', repl" : 

S. No. 27. 

The Committee will now deal with the action taken by Government 
on lome of their recommendations. 

A. Oorporate Plan 
R.ecommt'DdatioD Seri.1 No.1 (P.ra .... ph No. 1.17) 

8. The Committee recommended that as the Departmeot of 
Petroleum was accountable for the efficient functioning of the public 
undertakings under it and the clear definition of objective. waa basic to 
the evaluation of efficiency, these and the Corporate Plana .hould be 
lpecifically approved by the Department. 

4. Government have stated in their reply that Itatement of objec-
tivea along with the financial objectives of Hindultan Petroleum Corpo-
ration Limited have since been approved by the Government. 

S. Goyenameat'. repl, i •• Ueat OD the Committee'. reeoa. 
meaclatloa re,arcliD, the lormal.'" 01 the CompaD,·. 



borporate PI.. with the approval 01 GoYe~lDeat. 'I'lae 
Commlttee'tru.t that aece .. ar, actioa for lettial til. Qo"era. 
.eat'. appro"al to the Corporate Plaa ha. al.o beea laldated. 

B. Worle,.., Be,.Z" 

aecom_eaeladoa. 81. No. 1 aad 3 (Paralraph No.. 1.18 
.. e1 J.19) 

6. The Committee noted that the Company lold not only it. own 
products but also thOle provided from other companies and its &hare of 
canalised imports and observed that marketing activities appeared .!Dore 
prefltable. In order to bring out the results of the operations clearly and 
meaningfully. the Committee felt that petroleum enterprises Ibould bring 
out separately the Production and Marketing Accountl by working. out 
tbe profits/loss on each account, in future. They recommended tbat tbis 

" I may be examined fot suitable action in consultation with the CAG of 
India. The Committee had also desired that the financial working 
relults ahould be 110 analysed that they could be compared with the put 
performance and the budget anticipations. They recommended that the 
manner in .which the Ie .hould be depicted in the Annual Reportl may be 
lettled in consultation with the CAG of India. 

7. Goftrnment have stated in their reply that the matter baa been 
taken up with the Bureau of Public Enterprisel and that it has been 
ascertained from tbe BPE that tbey have made a reference to the Comp-
troller and Auditor General of India. Tbe matter il repOrtedly heiDI 
punued vigorously. 

8, The Committee woald urle dlat ded.lo_. oa th .. 
• atter •• hoald he takea earl, aad die chaalH decided apoa 

, .,...ned to diem. 

C. 'oreCGI' 0/ Demond lor !'qu'pmet" 

Reco __ eaclatloa 81. No. 10 (ParapapJa No. 2.31) 

9. In the context ofthe difficulties in getting luppliea of e4}uip-
ment from indigenoul ,ource" the Company had aug.eated that a Iyste-
matic forecalt of demand of equipment might be made by the Director 
General of Techaical Development which would invite many engineerilla 

. rabricaton in the field. The Committee had desired that the Department 
oC Petroleum shOUld punue this suggeltion with the DGTD. 



to. Government have stated in their reply that this hal beep tabn . 
up with the Director General of Technical Development. The Working 
Group on Petroleum for the Seventh Plan is also reportedly .ei.ed of the 
matter. 

11. 'rIae COlllmittee feel that It 'Woald " •• e beeD h.lpfal II 
til •• ctioD t.keD by the DGTD iD the ,lIlattel' h.d bee ••• c .... 
talDed aad cODveyed to thelll. The)' woald .walt the Sa ... cd .. 
tak •• OD the lIlattel'. 

RecolllllleDd.doD Svi.1 No. 21 (Par.p.pIa 3.76) 

12. The Committee had urged that the Company should .afeguard 
its fiilanclal interest fully by insisting on a penalty/liquidated dam .... 
8lauae in the contracts in future. 

13. Government have atated in their reply that tbe purpOie of the 
penalty/liquidated damages c1auae was to act as a deterrent for the timely 
Npplies but aince this clause' is subject to force majeure, it has not been 
very effective. It has also been stated that in view of the practical 
difficultiel, it may be useful if the manner in which the p~alty/liquida. 
ted damages clause could be made effective in the COD tracts . by Publia 
Sector Enterpri.ea il examined by BPE. 

14. TIl. COlllmittee hope that the MiDlatry .... takeD ap th. 
matter with BPB for aait.ble actioD. Th.)' woald be iatereatM 
_bow the .... alta 01 esallllDadOD which mi.ht be coadacted by 

BPa. 

E. 8dOW." a"ottgflM"" aM replau ... ,., oJ rl"JdctiN Pipdi",,, 

RecolllaeDd.doD Serl.1 No. 18 (P .... 'r ... 4.35) 

15. The Committee had urged that the security arrangement. in 
HPOL .bauld be made effective and tbe question of deployment of 
Central Industrial Security Force in HPeL'. refineries .hould be coDli. 
dered early. Further, the Committee noted that major 10SIe. had arilea 
due to defects in the pipelines owned and operated by Bombay Pora 
Trult. They had recommended that the authorities concerned .hould be 



lDipreued upon by the Ministry of Shipping and Transport to correct the 
defects in the pipelines and replace the overaged ones expeditio.uly. 

16. Government have stated in their reply that to strengthen the 
security arrangemcRlI, HPCL/Gbvernmenthas decided to induct Central 
Industrial Security Force at its Bombay and Vizag Refineries; Details or 
the proposal have been worked out in consultation with CISF. Th ... 
ptdpolals are reportedly under consideration. The Vigilance and 
Security Department of HPOL is also stated to be further atreDgtbebed 
to cope up with the increased volume of work. It has been stated further 
that the Bombay Port Trust has carried out repair. of their pipelines 
which has minimised the losses and that the question of replacement or 
these pipelines is under their consideration. 

17 The Committee hope that the proposals for ladactioa 
of OISP at HPCL'. Bomba,. aDd Vis., ReflDerle. will be ball •• a 
.OOD. Tbey de.lre tbat tbe DepartlDeDt Ihoald tall. a, t1le 
matter .ltb Bombay Part Traat for replaceDle .. t of deleed .. 
plpeUae. OD priority basis. 

,. Price revi,iOft on tJOCOUft' oJ itlOreCl.e in interell on Working OClI'.' 
R.llcomm.eDdatioD Serial No. 31 Paragraph No. S.~) 

11. The Committee had, inter CIlia, desired that the question of 
reimburling increased interelt on working capital automatically 
whenever prices were revised •• bould be considered early. 

19. Government have stated in their reply that whenever priC81 
III'e increased. reimbursemtnt of the increaled COlt in workhtg caplta1'l. 
taken up. Government has also eet up on 18.7.1983 a COlt RWWw 
Committee. One of ita terms of reference relates to working out a for-
mula to eDable quick calculations of cQ.n8e1 in COlt facton. The 
recommendations of the Committee are awaited. 

20. The Committee woald a.ait COlt a."i,. Oo .... ttee·. 
recommeadatloa ia thi. regard aDd tlte Go"ena ..... •• """" 
tbel'eoD. 
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G. l'rictfl.g oJ tier'",,, reft"ef'1/ pr04_. 

(Recommeautloa S~rlal No. 22 Paragraph No. 535) 

21. The Committee had. ataU,. talio, suggested that there ou,ht to 
be a price regulation over the final product. of the process industries 
which used finIshed products of refineries al intermediates 10 that no 
unintended benefit accrued to them. Tbey further recommended tbat if 
for lome reasons the price regulation of the products to tbese procell 
IDdultries was considered not neceuary or feasible, there was a case for 
placlng the refinery products uled by tbese industriel, along with the 
product groups wbich" were already outside the price control 
mechanism. 

22. Government have stated in tbeir reply that Government deter~ 
mineB the prices of major finished petroleum products only and admini •• 
ten these prices with the help of tbe oil marketing companies wbich are 
all in the public sector. It has been stated that it will be outlide tbe 
parview of this De~artment to determine and regulate the prices of the 
very large number of items where petroleum products :lre used al fuel or 
•• raw material. 

23. Goverameat' •••• Iy I •• Ueat OD tll. qae,tloD of placiD. 
tlle re&ael'y prodact. a.ed by certain proce •• inda.trie. oat.lde 
tile price OODtrol mechaal.m," tllat DO DDlateaded beaeat 
aeeraeCl to the lDaDafactare. .lIo ... cd aal.lIed prodlilct. 01 
re .... erle ••• latermedlate.. The Committee lIope tlaat Goyer .. 
.... t ..... coaaWe .. tlaie 'qaeed.. aad take appropriate actio • 
• lI4er latlID.tieD to the Committee. 



CH~PTBR II 

RECOMMENDATIONS THAT HAVB BEEN ACCEPTBD 
BY GOVERNMENT 

R.ec:ommeAdatioD Serial No.1 (Paragraph No. 1.17) 

Hindustan Petroleum Corporation wal formed in 1974. The 
statement of objectives and obligations of the undertaking was, however, 
formulated only in December, 1980. This stlUement has not been speci_ 
fically approved by Government. The explanation of the Department of 
Petroleum that their representatives in the Board of Directors of the 
Company lee tbtlt these objectives are in line with tbe overall locio-
economic objectives is not convincing. As· the Department is account-
able for the efficient functioning of the public undertakings under it and 
tbe clear definition of objectives il basic to the evaluation of efficiency, 
tbele and the Corporate Plans should be specifically approved by the 
Department. As regards financial objectives, the Ministry of Finance 
abould allo be consulted. The Committee hope that the Depart~ent 
would take action accprdingly. 

R.eply 01 the GoVel'DmeDt 

Statement of objectives along with the. financial objectives of 
Hindustan Petroleum Corporation Limited have since been approved by 
the Government. 

[Ministry of Energy Deptt. of P~troleum O.M.No. IS020/9/8S-Gen. 
Dated 20.12.83] 

(Pleale ,e. Paragraph 5 of Chapter I of the Report) 

COllUDeDt. 01 the Committee 

(Please ,ee Paragraph 5 of Chapter I of the Report) 

RecommeDdadoD 81. No.2 (Pal'alrapJa No. 1.18) 

The Committee find that there have been wide variations between 
budget targets and actuals of "POL in respect of production, profits and 
generation of internal resources during the period 1975·82. AlthouBb 
there was Jower crude throughput during the period 1975-00 and in 
1978.79 alone, the Company suffered a production loSl of about one and 
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a half erore. of rupees. the overall profits were higher than the targeta. 
In this connection. the Committee note that the company sells not ani, 
its products but also those provided frvm other companies and its share 
of canaliled imports. Thus marketing activities seems more profitable. 
In order to bring out tbe results of the operations clearly and meaninl-
fully. the Committee feel that Petroleum enterprises should bl·jng out tbe 
Production and Marketing Accounts working out the profits/Joss on each 
account. in future. This may be examined lor suitable action in consul. 
tation with the CAG of India. 

Reply or the Goverllmellt 

The matter has been taken up with the Bureau of Public Enter-
prite.. It hal been ascertained from the BPE tbat they have made a 
reference to the Comptroller and Auditor General of India. The matter 
it being pursued vigorously. 

[Ministry of Energy Deptt. of Petroll1um O.M. No. j.13020/9/83. 
Gen. Dated 16th Dec .• 1983.] 

(Please lee paragraph 8 of Chapler I of the Report) 
(Jommeata of tbe (JomlDlUee 

(Please ,ee Paragraph M of Chapter I of the Report) 

Reeomeadadoll St. No.3 (Paralrapb No. 1.1') 

Another factor whicb led to the actual' profits and gelleration of 
internal re.ourcea being more than what were budgeted for. was the bqe 
prior period adjustments made every year but not taken into account at 
tbe time of preparing budget estimatcs. The Committee desire that .be 
financial working result. Ihould be 10 analy.ed that they could be com-
pared with the paat performance and tbe budget anticipation.. The 
manner in which these should be depicted in the Annual Reports may 
therefore be settled in consultation with the CAG of India. 

Reply of the Governmeat 

Tbe matter haa been taken up with the Bureau of Public EDler-
pritea. It hal been ascertained from the BPE tbat they have made a 
reference to the Comptroller and Auditor General of India. The 
matter ia heiDI punued viloroUily. 

, 
(Miniuty of Enngy Depu. of Petroleum 0 M. No. j-13020/9/83-

Gen. Dated 16th Dec., 1983.] 
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ColDlDeDt. of the ColDaakt •• 

(Please lee paragraph 8 of Chapter I of the Report) 

Recommendation 51. No.4 (P ..... I'.ph No. J·ZO) 

Tbe Oommittee have been informed that no targets are set for value 
added. They desire that this should be done in future and the plan 
tafJ«!tl for capital investment, generalion of internal relourcea, 
production and value added together with achievements and expl .... tioo 
for shortfalls, if any, brought out in the Annual Reports and perfor-
mance Budgets of the Administrative Ministry and the oil companie •• 

Reply 01 the Govel'DlDeat 

This recommendation bal been communicated to all the under-
taklngl under the Department of Petroleum for compliance in respect of 
their Annual Reports. Tbis recommendation wi)) also be taken into 
account in preparing the performance budget of the Department. 

2 The Annual Report of the Ministry gives an overall performance 
and achievements of the various undertaking. of this Department in 
physical terms, and no special emphasis is given to detailed financial 
aspects except briefly mentioning the profitability of the concern whereas 
tbe performance budget of the Department and the Annual Reports of 
the oil companies give detailed information about the financell of the 
various undertakings. If the same thinK is brought out in the Annual 
Report a. well al in the performance budget of the Department, it would 
only be a duplication of efforl. 

[Ministry of Energy. (Department of Petroleum) O.M. No. 
j.1302O/2/83.Gen. Dated. 1.11.88) 

RecolDmendation 81. No •. 5 to 7 (Pal'apaph No •. 2.26 to 2.28) 

The Committee 6nd that ip the 4 projects coillpleted by HPOL 
during the period 1974-81 tbere was delay of IS to 15 months in each 
ca.e. These projects were originally e.timated to cost Ra. 15.06 crOreI 
but their cost of completion was Rs. 16.57 crores. In the casa of one 
project namely A TF pipeline there was cost over· run of 82 per cent and 
delay in the completion of deb:lttlenecking project had resulted in the 
lOIS of production amounting to over RI. 1 crore. The reasons for delay 
ban been largely attri buled to delay in finalisation of orders and deli-
yery of equipments by suppliers, changes in scope of projects and irregu-
lar supply of at eel and Cf'ml!nt. 



NiDe projects currently under execution by the Company invol.e an 
expenditure of R.s. 178.18 crore.. Cost of thele projects has. however. 
been reviled and they alone are now espected to cost Rs. 203.5' cror ... 
Delay, in co1llpleuon in lome of these projects is anticipated wbich wiU 
inevitabl, pUlh up the COlt further. Revised feasibility report. in .... 
pec:t of three other projects are rep Jrtedly under preparation and costa 
areUkely to be higber than those originally estimated. 

The Committee note that the Visakb Refinery Espanlion Proj~ 
was approved by Government in December. 1980 at a COst of R.. 65.85 
crores on the basi. of a feasibility report which was based on a study 
report prepared by Engineer. India Limited. A reviaed feasibility report 
seburitter.t to Govt. in December. 1981, however. envisages project COlt of 
R.. 150.36 crores, recording an increase of 128.3 per cent over the orip. 
_i_timatea. Thus. project estimates have more than doubled. 

aeply ott.e Go.el'lUIIleDt 

Tbe recommendations have been brought to the notice of all the 
public lector undertakings under the administrative control of this 
Department for strict compliance. The undertakings have been adviMd 
eo-organize strong project monitoring group. wilhin the organisation. to 
monitor project implementation closely and to avoid delays and COlt 
escalations. 

[Ministry of Energy (Department of Petroleum O.MoNo. 
J- I 3O~0/3/83.Gen. dated. 7.11.1983) 

Beeo __ e.tladoD 81. No •• 8 _cI , (P ..... r.pJa No •• 
2.U" 2.30) 

The Committee are distressed to note the delay in the execution or 
projects and the unreliability of the project estimatea requiriDl steep 
upward revision. The Committee feel that lomething seriously il wronl 
w,lth the project formulation. implementation. monitoring and control. 
The Committee need hardly atress that all efForts should be made to lee 
that the project. are formulated realistically aud completed by the 
lCheduled dates and within the .,timated expenditure. 

1'IurDep ......... t of Petroleam and the Company have stated dIM 
they have been experiencing a great difficulty in building up the ol'l&oi-
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.ation of projects planning, implementation and cosu control. Tbe prot,.;\ 
lem ha. been further aggravated with the exodus of experienced officen. 
Tbe Committee have been informed tbat recommendations oftbe study 
Group appointed to examine this aspect were being proceslEd. They hope 
tbat with tbe implementation of study Group's suggestion the Company 
will loon be able to organise fully its project formulation, implementation 
and monitoring cell which will ensure economical and timely completion 
of all projects cllrrently under execution. Tbe Committee would await 
the Iteps taken in this regard. 

Rep.y of the Govel'lUlleat 

Hindustan Petroleum Corporatwn Ltd. has already taken the 
following steps in order to ensure that the projects are formulated realit-
tically and completed by the scheduled dates and within eltimated 
expenditures : 

(I) To ensure that the projects are being implemented as per the 
feasibility study report, a two tier project monitoring organilation hal 
been set up within the Corporation, one at the corporate level handled by 
the Corporate Planning and Projects Division and tbe other at the Pro-
ject (lite) Management level. Tbe work on the Project Monitorins Cell 
it being reviewed constantly and keeping in vi~w the experience gained. 
the Cell i. being strengthened. 

(b) One of the major reasons for the delay in completion of the 
project is the delay in supply of material and equipment by the vendon. 
For this purpose, the Carporation as well as the Consultants, have Itarted 
tending inspectors on a regular balis to review the progresl on the fabri-
cation of equipment at manufacturer's shop and also provide neceuary 
allistance for timely completion of the jobs. 

(0) To ensure that the projects are formulated realistically varioQl 
recommendationl made by the Study Group appointed specifically for 
reviewing preparation of feasibility reports are kept in view. The advice 
of Consultants in preparation of technical data and COlt eltimatel for the 
important projects is also invariably taken .0 al to have a realiJtic 
Ulellment. 

(4) Under the present sy.tem, the COlt estimates in the fealibility 
reports are required to be bued on prevailing priCM without taking into 
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.~uDt future escalationa. In respect of the projects with long conltruC· 
tion IChedule. the elcalation in prices makes a major impact on tbe 

· iJ)Ctease in cost. 

(e) The use oj' Pert Charts and computen have been introduced 
· lOr .clo,aer control and feedback during iDlplemf'ntation. A Management 
laformation System has been incorporated which identify the area. 01 
~e .. es and which require .early managt'ment action. We have alIo 
.. up • Monitoring Cell for projectl over Rs. 20 crores, which highligbts 
aIM .aHas of delay and provide. assistance for corrective action. 

IMini.try of Energy (Deptt. of Petroleum) O.M.No. I 3020/9/83· Gen. 
Dt. 30.11.83) 

R.ecommeDdatioD SI. No. 10 (Paragraph No. 2.31) 

One of the reasons attributed to late completion of project! is diffi-
·euit-y in getting the services of experienced and reputed ccmtractors to 
undertake various projectl jobs at rea.onable ratel and in getting timely 
.opplie. of equipment from the indl,enous lources. It has al.o been .tated 
tbat it is not feasible to get many bid. for fabricated equipment. Tile 
Deptt. of Petroleum has identified steps to deal with the situation but the 

· O<mpany has luggeeted tbat a systematic forecast of demand of equip. 
ment might be made by the Director General of Technical Development 
which would invite many engineering fabricatorl in the field. The 
Committee would like tbe Department of Petroleum to pursue this 
,lJ.llgeition with the DGTD. 

Reply of the Gcw .... meDt 

This has been taken up with the Director General of Technical 
DevelQplDent. The Worting Group on Petroleum for the Seventh Plan i • 
.u.. ~ of the matter. 

{MiDiltry of Energy (Deptt. of Petroleum) O.M. No. J-13020/4/83-

Gen. dated 30.12.1985) 

Commeate 0' tIM Coa.Uee 

(Please aee paragraph II of Chapter 1 of the Report) 

aeclOlDIIleadatioa Serial No. U (Pa .... raph No. 1.3l) 

la reprd to Viaakh Refinery Expanaion Project the Committee al.o 
l'D8fediat GoYeI'DIQOIlt had approved the project in December, 1980 bue 



ita detaHed projtct report is expected to be completed only in mid 198;. 
The delay in the preparation of detailed project report is stated to be due 
to delayed receipt of process package and completion of detailed ensi-
neering. According to the procedure laid down by the Miniltry of 
Finance if it is felt that DPR could not be prepared within a year after 
the sanction of the project. the time required for this p'urposetliOiiTcJ be 
gO(lettied when the proposals are first processed through Public Invnt-
ment Board. ThiB does not seeai- to have been don~-i~ the cale of Viaakh 
Re6~ery trxpanaion Project. The Cominitteeregret that the COmpany hu 
not cared totollow tbe procedure laid down by the Miniltry of Finaa4e 
and tbe Adminiltrative Miniltry hal abo overlooked the requir~nt . 

. TbeCommittee de.ire that tbere .5hould be no avoidable dela, i~ the 
preparation of DPRs .. 

Reply or tbe Government 

The recommendation bas been brought to the notice of aU the 
public lector undertaWggs under tbe control of Deptt. of Petroleum for 
compliance and abo to Ministry of Finance (OEA) and Bureau of Public 
Enterprises for circulation among all concerned . 

. [Ministry of Energy (Deptt. of Petroleum) a.M.No. J.13020/5/85. 
Gen. Oat~ 30.11.83) 

RecommendatioD 81. No. l2. (Parapapla Nit. 1.33) 

The Committee noticed that in five cales Government took a year 
or more for approving tbe project. Thele are: (l) Viaakh Refinery 
Expansion (2) LP-Phaae I ; (3) Bombay.Pune Project Line; (4) Manda-
tory Crude Tankage-I.B. (B) and (5) Mandatory Crude Taabge-IB 
(V). The Committee have been informed tbat with the tightenilll of 
ayltem of preparing feasibility report the project clearance has be_ 
ipeeded up. The Committee are of the view tbat aa laid doWll a.y tbe 

. Minittry of Finance (Bureau of Public Enterpri.ea) normally it should DOt 
take more tban six months to clear a project propolal. Tb", bope dela,s 
in project approval will be avoided in future. 

Repl, or tbe GoverameDt 

The recommendation baa been brought to tne notice of aD concer-
ned in the Department of Petroleum and allo aU the pubUc leCtor 
undertakings under itl adminiltrative control for compliance. A ~ :9f 
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perioftic reviews of pending cues bas been introduced. 
[Ministry of Energy (Department of Petroleum) O.M. 

No. J.13020/6/8S.Gen. Dated 7.11.198S) 
aecommead.doD Serial No. 13 (Parapaph No. 3.68) 

HPCL bu reportedly been facing production conltraints due to 
hfth lalt water content in crude receipts, power dipl/outage., crude 
.... OabUity problem I, lilting probltml at Bombay Rrfinery and .team 
IlIIlItation in Visakh Refinery. . The Committee have been informed of 
moul projects wbich are t'ithrr under execution or proposed to be 
undertaken to counter these problems. They hope that with thelle mea-
Iare. the production cODstraints would be overcome loon aDd the 
utilization of the present refining capacity maximised. 

Repl,. of t.e GoVel'DlDeDt 

The current Btatus on implementation of tbe various projects/propo-.a.. to overcome production conatraintl i. al under: 

(I) BoU WtJI.r oont • ., 'n c~ r.odpl, 

meL have already commisaloned the crude delalter at their 
Viaakh refinery and the unit il operating satilfactorily. A similar unit i. 
under installation at their Bombay refinery and is expected to be 
commis!ioned very shortly. With the installation of the above equip-
~ez.t, it II expected that to a large extent HPOL will be able to neutra· 
liae the effect of salt water carryover in crude receipts. Eft'oru are also 
bein, made to minimise crude receipu II," lighterage operations and to 
lb, dtent pOlsible arrangl! for direct voyagel, since this would alto signi. 
ficantly alli,t in reducing degree of salt water contamination with crude 
oU. 

(it) , 0rwU GtHd/llb""" Fobl8fIU 
Step. are being taken to .uitably augment crude storage capacitiea 

at both the Bombay and Vi!uh Refineries. Under the Mandatory Crude 
Storage Programme, 2 new tanks of 76000 tonne. capacity at the Bomba, 
re6neriea and 4- tanks of 55000 tonnl" capacity at Viauh Refinery are 
UDder installatiOD. With the commiuioning of thele tanka, HPeL would 
have adequate storage cover to eft'dctively oft'set temporary disruption. in 
crude lupply arrangement •• 

•• 
It bas been decided to have captive power generatioD both at 

Boaaba, and Vilakh re&nerie.. The Feuibility Report for lhe Bombay 



Captive Power Plant it under eonaideratiCID. In rapeca of V;.w.._ 
Feuibility Report is UDder pref,)aration. 

('.) 8U..., 1',061 .. , G' B-wGfl BeJ",.,., 

10 order to provide immediate relief and to sustain safe optII8tionl 
and production in the units, HPCL have been undertaking' Iq~ 
dredginl of lilt arou_d the jetty in consultation w itb bodiel lib dilll 
Central Oceanographic R.esearch Institute at Poona., A. a 10111 &e~ 
lolation. HPCL are increasing the circulatiDg cooli1l8 "atet capac:i,y ~ 
b~b Fuels/Lube refinery, Bombay, 10 a. to mini mite tbe require~ 
o( cooling water from the sea. 2 new cooling towers wele inltalled in &be 
Fuels refinery in 1978 and 1982 respectively. Another cooling tow..""wu 
commislioned in 1983 in the Lube refinery to meet tbe r«quirement~ of 
Lube Expansion. A new cooling tower is currently under installation at 
L~ reRnery and this project i. in the Rnal stages of completion. A 
new cooling tower haa also been approved for installation at tfle 
Fuels Refinery. With tbeae 5 coolina tOWen in operation and C)tbtr 
modifications for reu.e of cooling water in coolerl/condenle,., tbe coolin. 
water requirements for the Fuels/Lube refineries will be conliderably 
reduced. . 

(0) SWI". It''',aeWJu-VUaiA Ilcj.acrr 

Steps are being taken to progrellively repla ce the wiling' DCII. ft 
35000 Ib/hr. capacity boilers with 2 n08. modern h igb eSiciency boilfora ef 
110,000 Ib/hr. capacity. The first new boiler il un der inatalJation aNt .. 
expected to be commiasioned by end 1983. PI'OCU rement action for the 
second unit it in hand. 

[Ministry of Energy (Deptt. of Petroleum) O.M. No. 13020/9/85-
Gen. Dated 30.11.8SJ 

B.eeollUDelldatloD Serial No, 14 'Pua ..... b No. 3.69) 

HPCL use. 100% imported crude for Bombay ReSner y. It baH aSk 
asreemcnt with EXXON (or .upply of 100 million barrels of crude rot 
a period of 7 year. lince March 1974 approx. 55,000 barrelS per day , 
(S(o) Cor the first three years and approx. 27243 BID for tbe lubsequeDt 
four yean. Thi. agreemen, came to an end in March, 1981. Since tb_ 
EXXON has continued supplies of crude oil on aD ad boc baRt. Tile . 
Committee have been informed that keeping in view 'be prevamDi 
internationa! oil market situation, a deci.ion h.. been talmen to ... pt.ce 



,.., 1IItpPly anaDplDeDtlwitlk EXXON I:Iy obtalain. .upply t~. 0'" lOUfCeI including .wappi.g arraftlementt .of 4filpO!al of • ....,. 
Bombay High Crude Oil. It has been .tated that *re wiJit net be • .,~, 
need for crude upliftment from EXXON sourcu from May, 1983 
olfWatd.. n.e COmmittee tr.-t tIaat white mallRaI ahuutwlt .t.nge-
...... it W&uJd be t'Dsured that there i. no interruptitn in supply or 
crude to til, B~b .. y refinery. :They would like to be irJformed .to lhe 
Itepl taken to en lure regular crude supply to this re6nery. . 

lt~.,. .f tile Oonna.eat 
'" t. 

Advance arra"'lMIlts are al ways made. AIr regular •• pp" oJ "_. 
oilto;dae R.flaeriel in general and to tht' Bomba, ae&nery, in parti~h 
esjtedally in tile context ttf the tenaainatioo of lUf'ply from EXXON.T",I 
tdttJ requireme.tl And type. er crude oil to be imported ••• taba well. 
b4!f'ore the' commencement of the ,.eaT aad CGntraca coach.ded willa·: 
National Oil Companie. for an Uflinterrupttchupply of cttJd.. Arr ..... 'i 
aiel'l' are allo made for spot purch ... to meet the nqtlireawnll fll:: 
Refineries. The term contracts as w.11 as spot parcba. t'I .Jo1lg.uJa the .: 
mUntenance of a mitable inventory en.ure relular .upply of crude oU fa;'. 
thi. Refinery.. ._ 

N..,o/ 2'rpe 0/ Losdgorl P.riod. 0.",,", 8.,.,. GrtIdc Qt" \091 
" MT, 

:; ~~ '.j' 

PetromiD Arab Mia RaJ,anura Jan. 82/Dec. $3 2.006 

AItOak AtabLigltt -do- Oct. 82JSePl. 83 495 

.. 
Sit .. · Arab Lillie . Mar • .a3LFeb. 84- 1.00Q 

, 
-do-

Somo Arab Mia -do- Jan. 8S/Dec, 83 3,156 
'~ 

1'!Je tobll requlnmeat 01 HPC RefiI:IIuy' ia . 5.5 atiWon tq~a. 
aaaaaltt. We rtelno appreheDlion abo.M &II, iateHuptioD iD .&applr qJ . 



AnIb or any otber luitable crude through 100. The total EX¥ON 
.uppliea were about 1.4 million barrell per year and the above CODtractI 
will replace the EXXON luppliel. 

[Min. of Energy (Deptt. of Petroleum) OM No. J.IS020/9/S5-aa.. 
Dated 29-12.1983) 

aecolllmeDeI.doD lerl.1 N~. 15 (P.r ..... ph No.3. 70) 

Reduced demand for Indwtrial Oib/RPO/ Axle Oil hal reportedly 
resulted in lome under utili!ation of installed capacity in Lube Refinery. 
Since 1975 there hal been eltce .. capacity in the country for production 
of Low Viscosity Indelt (L VT) Grade Oils .,.,.,. • .,., the prevailinl 
d..aaod levels. The C()IDmittee note that the .hortfall in LVI. capacity 
utililation iI made up by stepping up production of High Vilcllllity . 
lada (BVI) Oil to the maximum eztent within the equiptment deeign, 
li.it. The capacity utililation in Lube Refinery wal still low by 18.000 
tonn81 in 1981·82. The Committee recommend that in order to enaure ~ 
rdll capaoity~tili.ation luitable projects to debottleneck lubricating oU 
baae stock facilities should be formulated and elt8Cuted eltpeditiowly. 
S~cb. debottlenecking woul,j reportedly enable an increase in the pro-
duction of HVI oill which have a large demand. 

aepl, of til. Oo",e ..... eDt 

With the commillioning of the Lube Refinery Bltpanlion Project 
in .April. 1983, there has been an increase in production capacity of High 
Visco.ity Index (HVI) Oils of the order of 74.000 tonnea/annum. 
Therefore. it can be laid that to a large elttent oapacity hal been built-
in for muimilation of HVI grade oil production which hal a larpr 
demand. In addition. techno-economic Itudiea are propoaed to \ 
.. tabli.h feasibility of further increuinl extraction capacity for mazimiaa-
don of BVI oil production. 10 al to fully utilise the available productiOQ 
potential from the crude oil proceued. 

[Ministry of Energy (Deptt. of Petroleum) OM No. }-13020/9/85-08n. 
Dated 3O-11.8SJ 

llecommeadatloa lerlal No. 16 (Parqnpla No. 3.71) 

Lubricauol OUI produced in our COUDtry are admittedly iDe8ici8llt r.ad far below ioternational lcaOdardi. Over the la.t few yean, ho,"~. 



&here hal reportedly b3er\ a shift tOw.ltd! better lubricatin, oils • 
. The OomlDittee feel that efforts to upgrade the quality of lubricant. 
and tbul reduce tbe conlulDption are essential and should be made 
virorou.ly. 

Repl, of tlae Go.enlDe.t 

It is pOiaible '0 reduce the conlumption of lubricating oils tbrough 
upgradation. The decline in delDand for the LVI oill il allO due to the 
Iteps taken by the Government to upgrade tbe quality of lubricating oilI 
in the COUDtry. 

Government baa asked the oil companiel to ItOP the production of 
Grade.1 type of motor oils and replace th,m by Grade-III Type 01 ... 
These automotive engine oill conltitute the largelt volume of lubdcatial 
oill lold. Thil change from Grade.1 to Grade.11I itaelf i. expected ~ 
double the drain interval. 

100, Research and Development Centre wal asked to expedite the 
work on the development of long drain oil. to reduce the conlumption of 
Engine oill further. loe hal already conducted perfprmance evaluation 
of tbele long drain oill in State transport bUIes, etc. They have 
allO conducted "performance evaluation of long drain oill for we In 
tracton. 

The oil companiel have been adv1eed to populari.e multi-grade oil. 
which iD addition to giving other benefitl will allo reduce chaton 
ecaumption. 

The oil companies were requelted to give 
IDtroduction of thete lupmor grades of oill 10 

fJeoeflted. 

wide publicity to the 
tbat all the Ulen are , 

(Minutry of Energy (Deptt. bf Petroleum) O.M. No. J.I S020/9/8S-
Gen. Dated 29-12.1985.J 

•• 0 ...... doD II. No. 17 (P ........... No. 3.'2) 

There are difBCuJti .. in marteting marine lubricantl .. HPCIl. 
habricantl do not carry the recommendationl of marine engine mana. 
~ aod ,hip builders.' In order to overcome thl. diSiculty an 
......-ot for collaboration with Antar Marine, Prance, is expected to tit 



, ~ lA 

Anali,ed shortly ror transfer or technology for blending the required 
, •• •. ~. .' I 

.v~des or marine lubricants. The Commiuee expect IiPCL to abl~rb .t~_e 
J~.?~r:ololJY soon II-n~ g~t its lubricants certified by engine mariufact~~~~. 
and .hip builders with the assistance of the collaborator. The Cor;nmltt~ 
note the efforts of 10C Research Ceotre in developing the marine lubri-
catiog oils to the standard acceptabl~ to BnBine. Manufacturen. The, 
urge that this matter IboulCi receive more attention. 

The Committee'. observations have been noted. 

HPCL have been permitted to enter into negotiations and dilcw-
'''dna ~or collaboration with tbe ·roreign companies for blendinl m~ 
1Ubrtc8ritl witb a view to acquiring the know·bow for development 'of 
1WoClucta and atao improvin'g market participation in international ,marJne 
"tiUlJneu.-·· - , 

[Ministry of EnerlY (Deptt. of Petroleum) O.M. No. J.IS020/9/8S-
.. Gen. dated 50.12.1983] 

teeo .... ea ... J •• -Serl.1 Mo. II ('Paralr .... No.3. 173) 

Both Viaakb . .an:i Bombay -l'eineriu of HPCL aft Dver 25/28 y.euI 
old and due to progressive ageing of plant and machinery .ubttaD&iel 
replacements/renewall are required to be cilrried out over the next threel 
",~ ,...... .liqwevet, &lie macliliner, .for plaaWug aPd _8OutmB moderni-
~~ :wOIk. _ weaJr. and need. '0 be Atrenlehr.nM. Tbe ~ 
would .tre •• that the project planning cell .hould be .treDg .... tI~ 
tatively and modernisation of the plant and machinery in the refiner • 
... up' and COlilpleted .. tbe earlieet. It is heartening to oate in tbil 
~pPe~tion .tha& fiuaQcea do not CODltitWe a COAItraiat .. &.be ~ ·W,.. 
being provided in the Annual Plans ror expenditing moderniaalio.lad'tlIe 
re8neriel. 

"pi, of die Oo ........ t 

Durm,theJ,ast 3 .. yeM~, ~,:re~b.DiQl SeJ'Yicea ~ptt .... weU .. the 
Project Planning in the re6neriel have been aufBciently augmented aDd 
1!t!.'I.., heiDi ,~ at ... DJthen~ ~DI' in 'View their aeedJ. . .. 
··.·In. cue of ViJak.b &efioery, aWOI'kiac Oroqp ai.s. .. I .... 
p¥w .. ~nled~ Yay U7.8 r..,~ • .oUl . .....,....111 ..... 
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. toridttion of plant and equipment and makes recommendations (ot 
replacement and improve'llerlts so as to obtain the optimum operatinl 
results. The Working Group had drawn a phased programme for 
die IICJI# 5 years commencing 1978. involving capital expenditure of 
tbe order of about Ra;4 crore. to modernise the existing refinery at 
Vilakb. 

In the case of Bombay Refinery abo, equipmentl which need 
'nptac:ement an4 modernisation have been identified. 

TbeManagements of both Refineri ... s have formulated. pbued 
programme (or replacement and modernisation, involving a capital 
outlay of as. 18 crores over the neftt 5 year.. Services of certain 
experts in metallurgy have also been obtained in formulating theee 
proposals . 

. [Ministry of Energy (Deptt. of Petroleum) O.M. No. J-13020/9/83 
Gen. dated 30.11.83] 

1leeollUlleaciatloD 8el'Iai No. 19 (P .... II'.P. No. 3.74) 

The Committee .regret to note that during the lalt 3 year. there 
have been large number of boiler shutdown due to failure of boile,. in 
'ViJakb Refinery. ThE'Y feel that the boiler shut-down in Vi.akh could 
have been avoided if steps had been taken in time to replace over aged 

.boilen IOOIl llfter the takeover of the refinery. It has now been plan-
ned to replace these six boilen of 17 tonnes capacity by the two boilen 
. of 50 tonnes capacity each. The Committee note that with the replace. 
ment of these 2 boilers, a Baving of Rs. 75 lakhs per annum it expected to 
be a~ie.ved by virtue of better fuel ~fticieDcy. They de.ire tbat the 

: .. eplacement of boilen .bould be completed without any further lou of 
time. 

Kepi, of t.e Goyerameat 

The need for the replaceqaent of tbe .iz fxilting 17 tonne c:apaci(y 
....... .., two new boilen of .50 toone. capacity each at HPCL VUMb 
Refinery w.. .tablilbed by the Corporation lOme time back and tbe 
order for one new large lise boiler was placed in November, 1981. Boilen 

-being long delivery items. the line boile.... delivery is expected in 
~!fo9.mber. 1983. 



to 
The second unit has been referred to the World Bank for financin, 

under energy conservation schemes, and global tenders are expected to be 
invited shortly. 

[Mini.try of Energy (Deptt. of Petroleum) O.M. No. J-U020/9/83-
Gen. Dated 30.11.83] 

RecommeDclatioD Se .. ial No. ZO (Pa .. alrap. No. 3.75) 

Unacbeduled shutdowns of lome units in the refineriel in Bomba, 
have allO resulted in appreciable 1081 in production. Even though such 
emergency shutdowns could not be directly attributed to weakne .. in the 
maintenance sYltem, they nevertheless underscore the need for better 
preventive maintenance policies in the reineriel. The Committee hope 
due attention will be paid to thie aspect of the matter. 

Reply of the GoverDmeDt 

Unscheduled refinery shutdowns due to plant emergencies may to 
a large extent be attributed to the progreslive ageing of pl8llt ADd 
machinery. The Bombay Fuels Refinery was commiaioned in 1954- with 
an installed capacity of 1.25 MTPA. Currently, with a seriel of debot-
t1enecking meaaures, the refinery is pperating at capacity of S . .5 
MTPA and much of the critical hardware, which bas been in 
service for 29 years and operated at maximum capacity ie due for 
phased replacement. 

HPCL management has formu lated a 5 year programme for carry-
ing out major maintenance/replacements at both the Bombay and Vildh 
refineries. For effective implementation of this programme and allO per 
atrengthening the maintenance organilation, they have formulated 
leparate Planning Cells. reporting to the Chief Maintenance Man ... r, 
at each location. To further allist the maintenance organiaatiOD, HPC)J) 
bave retained the aervices of a apecialiaed matellurgical coBlultant on. 
part time basi.. It is allo pro poled to utili.e the ezpertiae of "Central 
Materiall & Maintenance Services" of ElL for tackling any specific and 
unusual maintenance problems at tbe refineries. With the above Itepi. 
HPCL will be able to effectively strengthen the maintenance bad-up 
and improve the capacity utilisation of bOLh the refineries. 

[Miniltry of Energy (Deptt. of Petroleum) O.M.No. IS020/9/8S0a.o. 
Dated SO.H.D) 
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aeco __ ea •• doa Serial No. 11 (Parapap. No.3.") 

The Committee regret to note that in lQany contract. of HPOL fol' 
equipDlent supplies no penalty clause h.&d been included even though tbe 
procedure did provide for such a clause. As a result HPCL could not 
Dlate any claim for through put losl of 109,000 M. T. in Visakh Refinery 
where planned maintenance turnaround during 1979-80 had to be taken 
in staB- due to delayed receipt of equipmPDt/material, from vendon. 
The Committee cannot but deplore tbe lapaewhatever be the reasoDl. 

r The, would urge th •. t the com.pan. y should safeguard it. 6. nanCia. I interest 
luU, bY~L~.!!....!._pena1ty/liquidated damages clause in the 
contracts in future. The Ooalmitt;;; would like to know whether claim 
has been enforced-Wherever liquidated damages provision existed in the 
contractl. 

aepl, of t.he Govenameat 

Ordinarily, it i. a practice to incorporate penalty/liquidated dama-
.. clause (or the works contracu. However, ezperience duriDS the lut 
I .. years hal mown that it is not always possible to do so in view of the 
"elistenee (or the incorporation of luch a clause by the vendon/ 
contractors. 

The purpose of the penalty/liquidated dllmages clause wal to act 
as a detprrent for the timely Buppliel but since thil clause is lubject to 
force majeure, it has not been very effective. In view of the practical 
_cuWeI, it may be u.eful if the manner in which the penalty/liquida-
ted damagel claule could be made effective in the contracts by Public 
Sector Bnterprises i. eumined by BPE. 

{Ministry of Energy (Deptt. of Petroleum) O.M. No. 13020/9/8J.Gen 
Dated 30.11.83] 

(Please see paragraph 14 of Chapter I of the Report) 

aeco __ eadadoall. No. n (Paragrap. No. 3.77) 

The Committee are allO of tbe view that the fact tbat thi. lap.e did 
not come to the notice of the administrlltive fdinislry wben tbe planned 
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maintenance was delayed nlUltingin a huge production loIS, 'only indi-
cates that performance review of HPCL by the Minhtry had not been 
effective in identifying the causes for losses and issuing dinctionl for 
timely correctives, On the general question of the desirability or ha~ln]. 
a penalty clause in the contracts for equipment supplif's, the position haa' 
been clarified by tbe Secretary, Department of Pdroleum. Ac<:ording tlO 

, I 

bim the oil companies must insist on having a penalty clause in all fquip~ 
ment Buppiy contracts and if need be a bonus clause for prompter 
delivery may b~ added. The Committee desire that luitable instructiona 
on thele lines may be issued to all the undertakings. 

aepl, of tlae GovenuDe •• 

The recommendation has been brought to the notiee of all tbe 
public lector undertakings under the administrative control of Depart; 
ment of Petroleum with the instruction that penalty/liquidated damagel 
clausee along with bonus clause for prompt delivery, if necellary, mu.t 
hepoefofth be incorporated il!l all contracts for equipment luppliea dC. 

[Ministry of Energy (Development of Petroleum) O.M. 
No. J-13020/9/83.Gen. Dated. 7.11.83] 

... co .... e.cI.doll Serial No. 23 (Parapapll No. 3.7.) 

Port limitations in receiving and handling large size tankenled to 
tbE! introduction of lighterage operations in 1975. Tbe Committee have 
been informed that the lighterage operationl went on smoothly for &he 
firat four years but since May. 1979 these resulted in receiving crude in 
the fonn of emulsions (with high sea water content) which were DOt 
only detrimental to the refinery equipmentl but also caused losl of crude 
throughput. HPCL is ~tated to bave 100t about al. 8 or 9 crore. by way 
of lower throughput. Hence it was decided in February i980 to change 
the crude afFreightment method back to direct voyagee. The Committee 
note that lighttorage operationl still continue on the Ealt Coast and to a: 
Imall measure in Bombay also. The Committee are conslrained to point \ 
out in this connection tllat the progreH in the development of port 
facilities for direct receipt and handling of large size tanken appearl to 
have been slow though it should have received the highest pOllible 
priority as rec:omtnended by the Oil Prices Committee in 1976. The \ 
Committee desire that the project. undertaken and tho.e pro poled for 
upgradMion of the oil handling facilities in POTts Ihould be completed 
early and the lighterage operation. eliminated in the intere.t of optimi .. 
ing tanker utilisation and reducinl overall transportation COlt. as a1ao 



2' 
lUarding againsE ponutioD of coa.tal waters. Incidentally....... 
the Committee are not in favour of coutinuing lighterage operation. tJ.., 
are not clear a~ to how the lighterage 'in 80m bay wbich went oa 
ImOothly for a long period initiafly could create problems. They would 
await a clarification in this r gard. They feci that the hiBh lea WUll' 
cootent in crude receipt during May to August 1979 which waa .tated to 
be due to poor stripping performance, bad weather and poor lIuperyja. 
and 'the consequent crude throughput loss of 1.28 lalth tonna 
could bave been avoided to a large ,extent with better care aad 
manageqaent. 

Repl, of the Gove ....... at 

The current position is that the additional facilities at tbe variou~ 
ports are under various stagel of implementat.ion and it i. expected 'that 
the facilities handling large capacity tankers would be inltalled at Bombay, 
Cochin. Madras and VUakh by 1985·86. PIau fer providing additional 
f&cilities at Haldia are also under development. With the installation o( 
these facilities. it is ezpected that the desired objective of .Jimillatin, 
tbe delivery of crude oil by offshore lighterage operations would be 
~hieved. 

,It is .lto true that the lighterage operations were laCe and did not 
cause any de~erioratjoD in' tbe quality of crude oil. Such a lOll in 
qu • .ntity and throughput consequently could be attributed ouly towarclt 
aupervilion and to turb~lence caUird by bad wbether condition. which 
ooald cauae formulation of emuIaion. All refiner ica are beinl pu,vided 
with aperation facilitiet to minimise the prublema of high lea water 
QQJdent. in crude oil including that c.1uled by .ea water cloulsion witla 
crude oil. 

[Ministry of Bnergy (Deptt. of Petroleum) O.M. No. j-13020/9/8S/ 

Gen. dated 30- J 2- J 98S) 

a .... = •• cladoa Ie ..... No. 24 (Par ..... pb 3.'9> 

Reaearch and Development hal been a negtect'!d at. of ... 
refining .ector. Admittedly required attt-Dtion hal not been paid 10 
Jl. and"D in tlae oil inductry. The Chairman and Managing DiftCtor of 
HICL was of tbe view tbat tbe refining indu.try has not ,one in.., buic 
research so far. According to the Seeretary. Departmetlt "f Petrol.ua 
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ehe lUJor milling are .. in the Rand D of refinin, sector are two. O. 
illarse.lilled pilot planu or semi commercial plano for all the unit 
operatiolls in refinery; the other i. in the area of cataly.ta where the 
nilting research facilitiea are totally inadequate. The Committee note 
that a b~ginning hu been made in this direction by decidin, to erect 
a large pilot plant research facility involving all the oil refining companies 
ead a large catalyat re.earch labora~ 81 a part of the reaearc:h centre 
of Indian Petro-chemical. Corporation. They hope these would be set 
up early. There are two large R. and D centres WI. Indian Institute 
of Petroleum, Dehradun and IOC (R and D) centre at Faridabad unde .... 
taking basic and applied research in petroleum field. The Committee 
desire that vigorous efforta should be made with the active involvement 
of all the oil companies to put Rand D activities in the relninl sectot 
C)D a sound footing and to atrenathen them to keep pace with the deve- I 
lopment abroad. 

Repl)' .1 tile Goverame •• 

Government hal recently decided to ulign to the loe (R and D) 
Oentre the role of a central Rand D organisation for the whole Induatay 
in the country. To implement this deciaion, it ia propOied to let-up aD 

Advilory Committee Crom amonllt tbe repreaentativea of aU the Public 
Sector Oil Companiea. It iI enviaaged that the Faridabad Centre 
will be auitably Mgmented under their Pha,e II development progr&IDII&e 
to provide facilities for refinery procesaes development. Some of the 
other major areu to be covered would include development/teltin, or 
lubricants, fuel ,tudiea, additive development, pollution/cotI'OIiOD 
Itudiel. etc. In addition, it hal alao been recently decided to erect a 
large Pilot Plant R.esearch facility involving all Oil Companiel and a Iarp 
Catalyst R.esearch Laboratory as part of the research etntre of Indian 
Petro-chemicals Corporation. Baroda. 

The Indian Institute of Petroleum, Jlebradun, ia independently 
carrying out Rand 0 work in the field of petroleum technolotY and iu 
lervicea are available to all the oil indu.try members. HPCL .... 
currently proposing to avail of their facilitiea for conducting Itudies on 
manuf.cture of bitumen from BR ahort residue. 

Apart from the above major institution. which are enpaed ill 
carrying out basic Rand D and applied research work in tbe petroleum 
1,ld. HPCL are prop.)sing to take up .tudie. oflpecific problema reJated 



to their own refinery operationl througb tbe agency of consultants IUch 

.. Engineeft India Limited. A bigb powered ElL team has recently 
Yilited the Bombay refinery and identified ICOpe for carrying out Rand D 
work in areas luch .. dearomadzation of kerolene/ A TF cutl. cokin. 
ebaracteriitici of different crudes. etc. Detailed propolall on tbe above 
projects are being developed by ElL after which a decidon wiD be taken 
for implementation. 

Farther, in order to mate an .. seslment of the research potential 
and review the achiev.ementl made till now and to advile the Department 
of Petroleum regarding the research needs in the various fields. including 
refining. it ha. recently been decided to let up a High Powered Review 
Committee with Director General, CSIR &I Chairman and repretentatives 
from a number of oil companies u memben. A copy of the commum. 
catioD containing tbe -compolition of the Committee and its terma of 
reference is enclosed. (Appendix II) 

[Ministry of Bnergy (Department of Petroleum) O.M. No. I9IJ20/9/8S-
Gen. dated 28.12.83) 

KeeommeaciatioD Serial No. 25 (P8I'alftpb No. ".32) 

HindUltan Petroleum Corporation Limited (HPeL) hal beea 
maintaining it. market .hare 10 far al sales of ita productl i. concerned 
between 1110 18%. The Company hu also been able by and large to 
fulfil Sales Plan Entitlement obligation.. However. in 1981-82 the 
Company 100t nearly 0.5% of ita market share which in ablolute quanti" 
came to 116.000 tonnes. The Company's .ale growth (11.5%) wu al..., 
hi,ber than iDduatry's growth (14.4%) during 1978-79 to 1981·82. Tbe 
Committee bope that the company will not relax it. effort and will 
coDltantly endeavour to improve ita performance further. 

Kepi, of the GOY ......... 

Hindultan Petroleum Corporation Limited have since int_Ied 
tw. efForts to gaiD its market .hare and accordingly in 1982·~ their 
tIaan iAcreued to 17.15% from 17.59% in 1981.82. 

(Ministry of Bnefl)' (Deptt. of Petroleum) O.M. No. J.l3020/9/as. 
OeD. Dated SO·l1~83l 



B.e~omlDeDdatloD Serial No. 26 (paragraph No. 4.33) 

HP('..L's corporate plan envisaged itl salea to increalle from 5.6 NT 
in 1980-81 to 7.9 MT in 1984-85. Ita market share was a180 anticipated 

tp .increaae from 17.59% in 1981·S,2 to 20.21% by the y~ar 1990. 

However, HPeL's aales in the lecond year of the corporate pJq. ,ia 
1981·82 have been orlly 5.7 MT and the market ahare has come down 
from 18.11% in 1980·81 to 17.5% in 1981-82. These suggest that the 
c:orpo~ate plan target and long term anticipations'are far too ambitioul. 
'they nevertheless hope HPCL will formulate lui table strategy and plan 
of aetion to promote lales and increasing market share in the comins 
yean to achieve'the targets set for 1984·85 and 1990. The ,Committee 
find that the Company did not make much effort in tbe pattto put up 
HSD retail outlet. in rural areas. I t8 concentration wal to develop 
IOI'Yice Itations to capwre ga..olioe potential which .had hiSh profit 
.. arBin. AI a result HPCL'I average diesel throughout per retail outlet 

per month has been much lower tban industry's average. Although 
dieseJ potential has shifted Crom urban to rural areas during tbe last 8 to 
10 years, HPOL started its efforts to concentrate in rural mark .. only 
since 1978. The Committee note that the performaDce of 965 (SO~)leat 0' 3198 of its retail outlets in 1979·80 and 693 (2 l%) out of 3254 in 1'B1-
82 .AI Delow IMi.Cactory level of operation. Tbtl Committee hope thaC 
with the stepa tbat are being taken, througbput .rat. CDlDParableto 
iDdUltry'i averaKe, would be achieved early and performance or outIeti 
will aho be improved to reach a aatisfactory level of operation. 

Reply of the Govel'lUlleDt' 

Hindustan Petroleum Corporation Limited hu made a concerted 
effort in setting up neW retail outlets in 1982·83. As again.t a tarpt fir 
...... GUllets,the C~lQpany have commitlioned. total or ~l Dew 
~tall outlets durinl 1'982·83, oC whicb 84 are in rural areas. The taflel 

lor rural areal Wal 60. 
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iIPc:t:. year· wile average diesel throughout and the Industry· • 

..... e are a. detailed below: 

Ytclr TArougAptU per outl., 1'" taotaIA •• KL 

HPCL 

1980 58.00 60.00 

1981·82 60.30 62.50 

1982·83 65.50 68.50 

The following step. are being taken by HPCL to improve the 
tJaroaIbput of the retail outlets : 

:. 

(1) Low volume HSO retail oudeta which have 10lt trade due to' 
.blft of potential are being resited on highwaYI/rural areal to 
pt their rightful .hare of HSO market. 

(ii) Facilitie. at eailting outlets on Highwaya are being improved 
to attract additional HSO buline.. The.e facilities include 
Centeen for trucken. space and minor repaira for truc:b. 
availability of .parea and other TBA item. for ttucbn· 
convenience. aervicing. improved drivewaY', etc. and clOlea' 
IUpervi.ion of the retail oudeta through .. les officen aDd 
other regional office stafF. 

(iii) Some of the HSO retail outlets have suffered due to partner· 
ahip diaputea or lack of finances. This .ituation i. being 
corrected by reconltitution of partnfnbipa on a lOund balis 
wherever feuible. 

[Mini...,. of Energy (Deptt. of Petroleum) D.M. No. J.lS020/9/8S • 
•. I Gen. Dated SO.1 J .83] 
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aecoaua.eatlatioa 51. No. :&8 (P • .,. .... pIa Ne, 4.3$) 

There ~ere 7 major easel of shortages in stocks and 4 CUM of pitre. 
ragel and thefts involving over Rs. 15 lakhs investigated by the Corpora. 
tion from 1977 onwards. The number of cases and the total amount 
involved could be higher if the otber non.inveatigated cales are a1Io taken 
into account. 1 he Committee would urge that the security arrangement! 
in HPCL should be made effective and the question of deployment of 
Central Industrial Security Force in HPCL', refineries should be consi· 
dered early. According to HPCL. major 108ses have .rised due to defecta 
in the pipelinel owned and operated by Bombay Port TrUit. The 
replacement of the aged pipelines in a phased manner wal stated to be 
under consideration of BPT. The Committee recommend tbat tb.e autho-
rities concerned .hould be impreued upon by 'the Ministry of Shipping a: 
Tran.port to cwrect the defects in the pipelines and replace the overaged 
onel expeditiously. 

Repl, of the GovenlDeDt 

To strengthen the security arrangements. HPCL/Govt. hu decided 
to induct Central Industrial Security Force at ita ao.ita, .." IV .. 
Refineries. Details of the proposal have been worked out in consultation 
witA ClSF. These JX'opolali are under coJ'.lsicieratiollo 

The Vigilance and Security Department of HPCL il hing further 
atrengthened to cope up with the increased volume of WQrk. 

The Bombay Port Trult has carried out repairs Qf their pipelinel 
which haa minimised ~e 1011es. The queltion of rtlpl~Plent of theM 
p'ipelinel il under their con.idetation. 

[Ministry of Energy (Department 9f Petroleum) O.M. No. IS020/9/8S-
Gen. dated S()'II.8S.] 

COlDIDeau 01 the COlDaUt.ee 

(Pleale H4I Paragraph 17 of Chapter 1 of t be R.eport) 

R.cemIDead.tioa 81. No.2' (paralrap. No. ".36) 

Accordinl to the information furnished by Deptt. of Petroleum the 
number of maJpracticea _potted by oil companis durinl 19~82 wu 
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.,... noo. Malpractices reportedly arite pardy oat of aduJteratinn aDd 

partly of sbortages. Disparity in prices is stated to be the major cause of 
adulteration especially in the case of HSD with kerosene. In regard to 
lubricating oils where checking of adulteration is becoming incrPasingly 
cIW&oult, the Committee stre.s tbat Lube teatiog faeilitie. thould be 
...... 8Ilted without delay to increase periodicity of ebecl:iq. Tile 
mitketing discipline guidelines evolved recently for uniform adoptiOD by 

the entire oil industry should be vigorously implemented ... allured. 10 

.. to place a check on malpractice.. Further the Committee recommend 
that tbe viallance cella in the oil compame. and in the Department of 
M-oteom should be strengthened and information system improved to 

take quick and effective action on malpractices. 

Repl, of tIM Ooven_eat 

Teftit'lg facilities of the Oil Companies are ayailable at the followi .. 
locations :-

(i) Bharat Petroleum Corporation Re&nery, Bombay. 

(ell IOBL Blending Plants Bombay, Calcutta. Madra •• 

(Ut) Gujarat Refinery, Koyali. 

("'> Hindu'tan Petroleum Corporation Refinery, Bombay. 
, 

(tI) Mathura Refinery, Mathura. 

(ft) Haldia Re&nery. Haldia. 

(fti) Hindustan Petroleum lleftnery. Vilbakbapatnam. 

<_) Madr .. Refinery Ltd" Madras. 

(is) Cocbin Re&nery Ltd., Cochin. 

(-=) Research &; Development Centre, Faridabad. 
(ri) Indian Oil Corporation Ltd., Faridabad. 

Beside., telbn, facilitil!' &fa allO available at Indian IAltitule qf 

Petroleum, Dehra Duo. 
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The ri!commendation of the Committee to augment the lube t .. tiag 
facilities and to increase its periodicity has been noted. It is propoled to 

.uti1ise the facilities available at the Regional Research Laboratorie. al80 
at Hyderabad, Kanpur and Chandigarh for this purpose. 

The marketing companies have been instructed to implement the 
Market Discipline Guidelines evolved recently vigorously.o u to chec;k 
malpractices in the trade of petroleum products. They have alia hoen 
advised to strengthen their vigilance Cells and improve information 
.ysteml for dealing with such malpractices quickly and effectively. 

[Ministry of Energy (Department of Petroleum) O.M. No. J·13020/ 
9/83.Gen. Dated: 30.12.1981.] 

a.eommeDd.doD, Serl.l No. 30 (P.r ..... ph No. 5.33) 

Tbe overall profit before interest and tax of HPCL came down 
from RI. 52.24 crore. in 1981.82 to Rs. 43.18 crores (estimate) in 1982·83. 
The profits of Marketing Divilion declined from lla. 34.23 crores in 
1980.81 to Rs. 29.19 crores in 1981.82. Considering tbe slow grOWtJa ,f 
tbe net profit after tax during 1977.82 from R •. 6.43 crares in 1977·78 to 
Rs. 14.40 crores in 1981.82, HPCL should evolve suitable .trategy to 
achieve the corporate plan profit target of Rs. 85.65 crore. during the 

\ 
year 1984·85. For this purpose, espansionary projects undertaken for 
execution should be completed as per schedule. Measures to control can. 
and reduce expenses should also be taken on a continuing basi •• 

Repl, 01 the GoverameDt 

Lube Refinery expansion project has been already completed in 
February 1983 although it was :loheduled to be completed in the middle 
of 1981. The Visakh Refinery expansion project and the 'Bombay 
Rtfinery expansion project are Icheduled to be completed in 1984-85 • 

. \ Every effort is being made to complete the projects as per Ichedule. With 
the completion of expansion projf'cts, the refineries' production will go up 
lubstantially. 

Apart from the above, lales will also go up conliderably in line with 
SPE targets and it i. hoped to achieve the corporate plan profit target 
duriog the year 1984-85. •• 



Measures are ta1cen on a continuing bais for rerlucing COlt of 
production. On the marketing line, the stock 10~1 during 1982·83 hal 
been brought down sumtantially and thus improving the profitability. 
AI a result of continuous foIlow·up measuretr, HPCL have been able to 
itnprove the productivity and performance of it. own tanluruckl tued 
for delivery of products. 

So far as control of cost aDd reduction in exnense. in the cue of 
Bombay and Vieakh Refineries arp. concerned, it hill to be appreciated in 
the context that both the fuel refineries are about 27 years old and it bu 
become neceasary to rf'place a number of equipment and the expenditure 
on the proper upkeep and maintenance of thp. refineries is Increasing. 
However, in regard to the operating expen.es such .. energy cODmm-l 
pdon, chemical consumption etc .. these are being closely monitored I.d 
expenses controlled. In fact during 1982·83. HPeL improved itt- net 
profit (after taxel) to'Rs. IS.80 crorel against RI. 14.40 crores in-19S1·S2. 
Out ofthe profit (before taxes and interest) of R., 51.21 crores, the profie 

: for the marketing Division amounted to RI. 85.20 crores and the tarae' 
"for 1984-S5 has been e:otimated at Rs. 41.77 crores. 

, 
" 

[Miniltry of Energy (Deptt. of ,Petroleum) O.M. No. J.130~OI9f8S

Gen. dated 20.11.88.) 

RHOIDIIl ..... doD. Serial No, 31 (P.ralr.pb No, 5.34) 
. 

In the current pricing policy of retention margins there i •• tated to 
be alwaYI a time lag ~hich sometimes extend to YeAn between the 
increaae in expenses of oil companiel and anno,?,-cement of relief by 
Government. To tbe extent there is lag in alJdouncing relief. the oil 

, companiel lose the benefit of interest in the intervening period during 
wbich the profitability of the companies gets adversely afrectt'd. Tbe 
Committee desire that the time lag in accounting relief to the oil com-
paniel Ibould be minimiled to the t'xtt'nt possible. For this purpole a 
system sbould be evolved whereby a certain percentage of claims of all 
companies can be approved quickly and the balance approved 'after 
thorough .crutiny. Further the Committee dClire that tbe que.tion . of 
reimbur.ing increased intt'rest on working capital automatically wbenever 
prices are reviled, should be considered early. 
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aepl, or the Go\,era ... t 

In the current pricing policy, increase in certain Costi like the FOB 
COlt of crude oil, tranlportation and other incidental COlt. relating to 
crude oil are reimbursed to the oil companies automaticaUy. Thele 
tOlether constitute more than 90% of the ex· refinery price. Any increue 
in operating cost has to be fully justified by the oil company before it CaD 

be reimbuned. This is necallary aa it provides a check on waate and it 
a. incentive for efficiency. Only if there is an all round increlUle in 
operating costa, then the retention margins of the refineriel are revi.ed. 
Peading detailed examination of the operating expenses, ad Aoc reliefl 
have, however, been granted by Government from time to time. How-
eYer, the Committee', recommendation of minimising the time lag. in 
announcing relief hal been noted and every effort will be made to 
ftduca the time laS to the extent pol8ible. 

Whenever prioea are increued. reimbursement of the increued COlt 
ill workiq capital is taken up. Government hal abo aet up on 18.7.1983 
a Oost Review Committee. One ofitl terms of reference relatee to wod. 
ing out a formula to enable quick calculatione of changes in COlt facton. 
The R.ecommendation of the Committee i3 awaited. 

(Ministry of Energy (Deptt. of Petroleum):O.M. No. 13020/9/8'. 
Gen. dated 30.11.83] 

Commeata 01 the Committee 

(Pleue eea paragraph 20 of Chapter I of the Report) 

ReGolDlDelUlatioa 81. No. 32 (P ..... raph No. 5.35) 

The Committee feel that the question of increasing the rate of 
return on fixed .Iaets should be examined, keeping in view the intereUI 
of consumers and at the lame time the need for creation of sufficient 
retource. for future needs of oil companies. Further, the Committee feel 
that there ought to be a price regulation over the flnat products of the 
proce •• industries which we finished products of refineriea as interme-
diatee 10 that no unintended benefit aCCfues to them. If fur lOme 
realoDI that price regulation of the products to thele proce.1 indultries 
is conaidered not n~cessary or feasible, there il a cue for placibg the 
refinery products used by thele indUluiea. along with the product groupl 
which are already outside the price control mechanilm. 



Reply of _ Go •• l'IUDea& 

The recOmmendation of the Committee that increa.ing the rate of 
retUJD on fixed Uleta .hould be ezamined keeping in view the intereat of 
tu CODlIlmen and tbe need for generation of enough reeoufClel'" 
de¥elopment of the oil industry hal been noted. This lubject h .. 
abo been included in tbe terms of reference of Ihe Oil COlt R.eview 
qommittee. 

_Government determine. tbe price. of major fini.hed petrolewn 
prod_eta only and adminilaers these prices with the help of tbe oil 
marketing campaoie. which are all in the public sector. It will be out-
side the purview of this Department to determine and regulate tbe pricei 
of the very large number of items where petroleum product. are used .. 
ruel or u raw material. 

lMiaiatry of Bnergy (Departmeat of PetroleulD).O.M .No. I tf!20/9/ 
83-Gen. dated SO.JJ.ltIIJ 

Commeat. of the (lommlttee 

(ple".e lee paragraph 28 of Chapter I of the Report) 

Recommeadatloa 81. No. 3J (P .... l'a ... Ne. 5.~) 
The Committee Dote the dilficul ty faced by HPOL iD _tin, 

RBI's norml regardillg working capital requirements. They would 
await the result of Department of Petroleum'l efforll in wiving it. 

Repl, of die ao. ....... eat 

To eoable HPCL to meet the R.BI not'ms in the matter of wortiDs 
capital. the Department of Petroleum baa arranged a loan of Rs. 45 
cro .... toward. worting capital from the OCC fund to the HPOL. No 
further actiOD i. nee....,.. 

[Mi.u.try of Energy (Depu. of PetroleWD) O.M. No. J-IJ020/9JU. 
Gen. dated 16da Dec., 1983.J 



Recomme_dadoD 81. No. 34 (Paragraph No. 5.31) 

The Committee are concerned to note that HPCL and other Oil 
Companies have been losing experienced officers and operatorr in large 
n_ben. HPCL lost 405 officers during 1974-82 and 100 and BPO 
tOlether lost 772 officers during this period. The Committee DOte the. 
various .teps taken by HPCL to arrest the exodus experienced ofBcera. 
The Committee dealt with the question of flight of personnel in their. 
18th Report (191::0.81) on Khetri Copper Complex of Hindustan Coppei 
Ltd. The Committee were informed in reply (60th Report-1982.198S) 
tei their recommendation that various measures were under cOll8ideration 
of Government to check lthe flight of technical and skilled per.onnel. 
T~e Committee ,desire that the measures under the consideration of 
Government should be decided early and decision taken reported to 
them~ 

.; 

Repl, or the Govel"llllleDt 

,~, ,Bureau of Public Enterprises have already adviled the Public: 
~h1'prisel to undertake measures to curtail the exodUi of trained per-

IOnnel luch as :--

(i) With· holding of gratuity benefits in the event of resignation 
by the executive/employee, with the intention of joinin. 
private sector organisations. 

(ii) , Adoption of crash programmel for housing and Ichools for 
the children of the employees. 

(iii) Reducing the governmental interference in the day-to-da, 
working of the enterprises. 

(iv) Streamlining the process of selection of appointments eDlurin. 
their ri.e to the level of Directors. 

,. '. (v) Liberalising'retirement benefits like rai.inK the ceiliD. for 
Ifatulty payments, adoption of pension .chemea. 

. (vi) ReviewinK the lalary structure of the incumbents of the top 
I. posll. 



35 

(vii) Removal of handicaps in the horizontal movement of person I 

from one enterpriae to another. 

(viii) Review of the scheme of delf'gation of power. frem the 

Government to the public enterprilel. 

2. Rrgarding Item No. (i) BPE have in 'hpir letters of 9th Dectm-
ber, 1982 and 191h January, 1983 already suggested that Government 
undertakings IIhould modify terms and conditions of appointment of the 
executives holding Board levels a. well 81 below Board I('vel pOltl 
specifying the circum'stances under which resignations would not be 
accepted. 

Regarding Item No. (ii) BPE have already il8ued guidelints in 
January, 1974 in pursuance of the recommendations made by the Parli .. -
mentary Committee on Public undertakings in their 81h Report (Third 
Lok Sabha). These i"ter alia laYI down perCeJltage latj,factiofl of 
housing accommodation. Similarly, for the education of childnll of the 
employees, guiJelines have been issued by the BPE in March, 1979 Jayirlg 
down the 'norms for educational facHitie. in towruhip. of public tnter· 
prise •• 

Regaruing items Nos. (iii) and (viii) BPE have is,ut'd guid{'liT fll 
in October, 1983 wherein G(Jvernment'. view on recommendalio/ls 
made by the Chief EKecutives at the conferer.ce held in April. 1983 
have been spelt out. Concerning item No. (iv) it may be Slated Ihat 
the Public Enterprises Selection Board makes rtcomRlendtttiLn~ to 
tbe Government' for all board level appointIDt:nu in J. ubJic I14'Cl<ir 
undertakings. 

Regarding Item No. (v) instructioDi have already beell isu.ltd by 
the BPE enhancing the ceiling from R •• 30,000 to 36,000 for graJuity 
payments to the fxecutivel and employees not covued by 'he provi.iou 
of the payment of Gratuity Act in reapect of the t'mplo)'eea comil 8 within 
the purview of tbe Act ,as amended from time to ~ime. 

Regarding item No. (vi) tile pay .tructure of incumbent of tc,p p( ,tI 
has beeD reviled with effect rrom 11th Augwt, 1982. In respect of 'hI' 



other eZI'cutivell holding pOllta below Board level. generally, pay revilion 
hal been permitted within certain paramt't .. rs. Revised pay Itructure of 
the eXl'curivetl below the Board levels has been implemented in about 50 
undertakings. 

Regarding item No. (vii). BPE in December, 1982 have IU8lluted 
to the public enlel prises that there should be no objection to permit the 
bt-n. fit of tranlrer • zpenlel. gratuity. etc. where luch movement hal taken 
place with the con lent of both the managements. 

3. It ia hoped that all these matters would go a long way for 
containins the ezoriul of the employee. in the public enterprises. 

[Ministry of Energy (Deptt. of Petroleum) O.M. No. J-13020/8/83. 

Gem. dated 30.12.19H3) 

RecommeadatiOD lerial No. 35 (P.ra .... p .. No. 5..38) 

The Committee find that the actual number of persona . employed 
by HPCL haa been conlliderably lower than the assessed requirement in 
refinfTies throughout the period 1978 82 and in marketing divilion 
during 19HO-82. The Committee have been informed that keeping in 
view the recommendatiohl of Administrative Staft' College of Jndia which 
reviewed the position of management staff of the Corporate and Market-
ing at the Headquarters office. a realistic a88eSlment of overall manpower 
requirementl wa. made by the management and a propolal lubmitted to 
th,. Board. The Committee would like to be informed ofthe decjsion 
taken by the managelDent on the propoaal. 

Reply 01 dae GOYel'DlDeDt 

The recommendationl made by the Administrative Staff College. 
Hyderabad, in regard to the strength of the Officers of the Corporate and 
Marketing Departments at the Headquarters office were considered in 
detail by the Board. MOlt of their rt>Commendations were accepted 
except lOme recommendatiom in respect or the upgradation or certain 
Mnior poeitionl. It ",'al decided to review them after a period of two to 
three yean. 

[Mi niltry of Energy (Dt'ptt. of Petroleum) O.M. No. 13020/9/P,3-
Gen. dated SG-II·8SJ 
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a.colD.lDe .... tloa lerial No. ~ (Para pap. No. 5.3') 

There are reportedly anomalies in -the fitlDeDt/bation of manage-. 
ment staft'in appropriate gradel/acal.1 fl'9m the date of rationalilalion 
of pay and allowances in 1980 and complaint. aboua upgradatiOD/ 
promotions on a4 hoc ba~is without determining ,....... seniority of the 
management staft'. The Committee delire that tbe matter sbould be 
looked into and resolved early. The Committee would urge that 
proPOled recruitment and promotional policy .bould be drawn 01lt 
i"xped i tioualv. 

RepI,. of tit. Oo ..... II ••• t 

In order to resolve the anomaliea in tbe fitment/fixation of manage-
ment _taft'in the approprillte grades/scales from the date of rationalis.-
tion of pay and allowances, tbe Management had constituted a 
Grievance Committee for this purpose. The Grievance Committee had 
aamined tbe repre_entationl made by some of the officer.. The 
Committee'. recommpndations were considered in detail by the Board. 
Mad of tbe.e recommendations were accepted and have since been 
implemented. 

In case of those officers whose representations were rejected by tbe 
Grievance Committee. they have been given a further opportunity te 
make their submission to the Chairman. Theae would be further 
examined by the Corporation and decision communicated to Lbf! 
individual officer within four montha. If the officer Wat .tm not aati.6ed 
with the decision of the Corporation, he would have the opportunity to 
make bis submislions before the Secretary (petroleum), Department of 
Petrolf!um, Govemment of India for the flnal deci.ion 

In regard t.o the .,.,., ... eniority, a lilt of oJIicer. in each .alary 
group indicating his .eniority in the current salary group b .. been~ubli
.hed. The officer. have been giYen an opportunity to make representa-
tion regarding his date of seniority if he ~o dl'!tire<f. All luch 
reprell'ntationl received will be examined and Corporation decision will 
be communicated to the officer concerned within four months of hi, 
repreaentation. 

Tbe criteria of of6cers promotion policy h.. been eumiDed in 
detail and the policy h~, .ince been rationali.ed. The detatl. of tile 
current promotion policy have been comlllunicated to the repr •• ntative. 
of the offieen' allociationa. 
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A detailed recruitment policy has been formulated by the Oorpo-
ration which envisages tbat the recruitmwt to entry level managemlDt 
positions olh('r than Chartered Accountants artd MBAs will be through 
all-India written examination conducted by a major In~tjtule of Manage. 
ment followed by personal intt'rview by officers of the Corporation. A 
panel of short·lisl<!d candidates is prepared in the order of merit and 
appointment letters issued depending upon the vacancies in respective 
disciplines from the panel. Rt'cruilmenl of Cbarlered ACcOulltants i. 
through open advertisement and interviews while MBAs are generally 
recruited through campus intervi~ws. Recruitment for 11on·management 
positions is made through Employment Exchange at c:achworking 
location governed by prescribed rules and regulations. The Officers' 
Associations have been apprised of the salient features of the recruitment 

policy. 

[Ministry of Energy (Deptt. of Petroleum) O.M. No. J .. I302~/9/83-
Gen. Dated 30.11,83] 



CHAPTER In 

RECOMMENDATION WH[CH THE COMMITTEE DO NOT 
DESIRE TO PURSUE, I~ VIew OF GOVERNMENI"S REPLY 

RecommeJldatioJl SI. No. 27 (Paragraph No. 4.3ot) 

The Committee regret to n'Jte that there were long delays in the 
establishment of retail outlet~/primariJy for HSD. Only 9 outlets were 
commissioned against the target of 35 in 1979·80.37 againat 94- in 1980. 
81 and 22 agaimt 109 in 1981·82. The delays were stated to be larg~ly 

due to moratorium on award of dealership and change. in dealer 
selt'ction guid"'ines and on account oC financial problems particularly in 
SC/ST Clltf'gMY. Now that fresh guidelines have been evolved for award 
of dealerships and arrangement. made for financial alli~tallce to 
dealers/distributers, the Committee would urge that HPCL should ensure 
that the backing in the establishment of retail outlets are cleared expedi. 
tiomly <lDd plan targets achieved' without fail. Furlht'r, the Committee 
desire that with a view to minimi~e !Dovement of oil in the count~y, the 
question of rationalising the policy' of euablishment of retail outleta 
should be conwidered fresh so that there may not be duplication of efforts 
of the oil companies. 

Reply ot the Goverameat 

HPCL is giving top priority to the commillioning of new retail 
outlets and in particular, to clearing the backlog of the planned target. 
Significant prngres. in this dir~ction has already been made and an 
additional of 112 outletll out of the batklog have wince bet'n commi.-
sioned, thus completing a total of 180 outlet. as of July 31, 1983, again.t 
a total planned target of 238 outlets covering the 1979.80, I Y8o-ai aDd 
1981·82 plans. 

There i. already a rationatiled Ilnd regulated policy existing for 
eltablisbiog Dew retail outlets in the COilntry by the oil indu.try 10 as to 
prevent undesirable proliferation/concentration of outlet.. in any area, 
and to ensure the viability of not ouly new outlets but also existing Dlles. 
This policy of ra.tionalisation is covered in the elitablillhed volume-dis-
tance norms and guidelines for selling up of new retail outlets, both 
regular type and low co.t in rural areaa in different typet of mf.rir.I!&.I. 



The.e norms aDd Sllidelinu were forillwateci DY the GoverolOlSot after 

diteauio •• with the OillndlJlcry, details of which have already been 
liven in anlwer to Q,tlestion 7 Hit) of prdiminary material sublllltted to 

COPU. Por the present, these voll1m~-di3ta!1ce jJuidelinel are consi-
dered to be helpful and prevent duplicatillo ()f ~fF()rt! by th~ oil compa· 

nies in establisbing new retail outleti in vari?u9 areal. AHitionally, it 

would enable tbe rural customers to purclla.e HSD Dearer bome. 

[Miniltry'of Bnergy (Deptt. of Petroleum) D.M. No. J.13020/9/83-

Oen. Dated M.II.a!t] 



CHAPTER IV 

RI!COMMENDA TlONS IN RESPECT OF WHICH REPLIES 
OF GOVERNMENT HAVE NOT BEEN ACCEPTED 

BY THE COMMITTEE 

NIL 
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CHAPTER V 

RECOMMENDA TJONS IN RESPECT OF WHICH FINAL 
REPLIES OF GOVERNMENT ARE STlLL AWAITED 

NBW DELHI: 

February, 28, 1981 '_ 
Phal,una,9,1905(SQka) 

NIL 

MADHUSUDAN VA IRALE, 
Chairman, 

Committee on Public Undertakings. 



APPENDIX I 

MINUTES OF THE 46TH SITTING OF COMMITTEE 
ON PUBLIC UNDERTAKINGS (1983-84) HELD 

ON 9 FEBRUARY. 1984 

The Committoe &at from is;OO to 15.30 hrs. 

PRESENT 

Shr1 Madhullulan Vairale - Cha1lman 

MEMBERS 

2. Shri Harish Kumar Gangwar 

~. Shri Krishna Chandra Halder 

4. Shri NihaJ Singh lain 

5. Shri Lakshman Mallick 

6. Shri N. Kudanthai RamaJinpm 

7. Shri B. D. Singh 

8. Shri Hari Shankar Bhabhra 

9. Shri Mahendra. Mohan MishT'd 

10. Shri Narcndra Singh 

( I. Shri Milnubhai Patel 

12. Shri M.S. Ramacbandran 

I ~. Shri Syed Sibtey Razi 

SECRETARIAT 

I. Shri M.K. Mathur-Chief Fil/allcia/ Committee Officer 

2. Smi S.c. Gupta--Senior Financial Cnmmitlee Ojker 

.~. Shri G.S. Bharin-S,nlor Finanriol Committee O,lir,'" 
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The Committeo considered the following Action Taken Reports, as 
approved by the Action Taken Sub-Committee and adopted the same : 

(ii) Action Taken Report on 72nd Report of CPU ( 1982-83) on 
Hindustan Petroleum Corporation Ltd. 

( " 

The Committee Iouthorisod the Chairman to finalise tho Reports on 
tho basis offacrual verification by the Ministries/Unde~kings concerned 
and present the same to Parliament. ' 

The Committeo then adjourned. 
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APPENDIX II 

(,Vile reply to recommendation at SI. N~. 24 of dlapter 11) . ' ' 

Copy of Ministry of Energy (Dcptt. of Petroleum) O.M, 
No. ]-250 11/91/83-Gen, 

dated 28-12-1983. 

OFFICE AfEMORANDVM 

SUBJBCT :-Setting lip of a High Powered Rev/~w Committee ./or 
allimmento{ ;~ .• etlrch pntentlDl in ' the .!kId of Petro-
ICrlm. 

A variety of institutions in tho country are engaged in researuh, 
both fundamental and applied in the Field of Petroleum: In order to 
make an assessment of the research potential and the achievemonts till 
now, and 10 advice the Department, of Petroleum rcprding the research 
needs in the fields of expforation. refinery and petrochemicals. it has 
been decided to set up a High Poworod Review Committee. 

2. The composition of tho Committee will be as follow$ : 

I. Dr. G. S. Siddhu, Director General. 
CSIR. New Delhi. 

2. Prof. M. M. Sharma, Prof. of Chemical 
Engineering, University ))cptt. (If Che-
'mieai'TechnoloIY; Bombay. 

1. nt. NiJay Cbaudhuri, Chairman, Central 
Board for daoProveDtiQ~ and Control 
of Water Pollution, Now, Delhi. 

4. Shri S. N. Talukdcr, Mamber (Explora-
tion) Oil & Natural Gas Commission. 

5. Shrj L. L. Bhandari, Director, Kcshav 
Dev Malviya Institute of Petroleum 
bploration. ONGC. Dohra Dun. 

- Chairman 

Mamber 

Mombcr 

Member 

Melftber 



6. Shri T. K. Sinha, Managing Director 
(R&P Division), Indian 011 Corpozadon 
Ltd. New Delhi. 

7. Shri V. K. Bori, Chairman & Manaaing 
Director Engineers India Limited, Now 
Delhi. 

8. Dr. S. oanauly, Chairman & Managing 
Director, Indian Petrochemicals Corpn. 
Ltd. Gujarat. 

9. De. 1. B. Guiati, Director. Jndiao Insti-
tute of Petroleum, Dehra Dun. 

Member 

Member 

Member 

Momber 

3. The Committee will examine the matter with a view to identify 
the-

'i) Gaps in oue rosearch effort where fresh effort should be made 
or existing arrangements strengthened ; 

( ii ), Problems of coordination and flow of information so that 
results of research are put to productive use in the oporatin~ 
agencies; 

and make suitable Recommendations. 

4. No romunoration will be paid to the Members of the Coml 
mittoe. However, the expenditure, on TA/DA of the non-ollicia~ 

Membors will be met by the Government tllrouah the Oil Induatry 
Development Board. TA/DA of Governmont otficials/Reprosontatives of 
Central Public Sector Undertakingll will be met by the concemed 
Dopu1ment IUndertaicin(l!'. 

5. The expenditure of the Committee will be borne by the 
OIDB, 

b. The Secretatial Assistance for this Committee will be provided 
by CSIR. 



7. The term of th. Committee will be initially for a period of 3 
months from the date it starts functioning. 

To 

8. Hindi version is enclosed. 

Sd./-
I.; (T.N. Parameswaran) 

Under Secretary to the Govf. of India. 
(Tele No. 382583) 

All Members of the Committee and 

Chairman, Indian Oil Corporation, 

Chairman. Oil & Natural·Gas Commiiuon, 

Chairman & Managing Director, Eniineers India Limited. 

Chairman & Managing Director. Indian Petrochemicals Corpn. 
Ltd. 
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APPENDIX III 

(Y",,,, 3"of the Introduction) 

A.na/yIlJ of.~M:llonTl/Iktenlby Government." the keom ..... 
4Iztt01lJ Contained 111 Ihe 12nd kport of the Commltt •• ort 

Public Undertakln,s (Seventh £Ok Sabha) 011 
HinthWa1l Petroleum Corporation Ltd 

Total number of recommendations 

II Recommendations. that have been acccptcd..py t~e 
Government (VIde recommendations at S. NOl.] to 

36 

2 .... ~18, 10 l6) 3S 

·Q7.22%. 

III Recommendation which the Committee do not desire 
to pursue in view of GOvernment's reply (Vldl! 
recommendation at S. No. 27) 

P.rcentale to to total 

IV Recommendation in respect of which final replies of 
Government have not been accepted by the Com-
mittee. 

Perccmtajc to total 

V R~mmendation in respect of which tUnal replies 
of Government are It ill awaitod. 

Percentage total 

2.78% 

NfL 

NIL 

NIL 

NIL 



'Pabli$:l\"d l.mder· Ru1c" J82 of the RUle\~)fPr<)etdt\~e and 
BusitlCM iniok$ahba,Si;(th Editwn) and lJrinttd by (jllptl! fin 

. . . 412, E~pbulaQt R(;Jad/Oclhi.{ll)!)(16 


	001
	003
	005
	007
	008
	009
	011
	012
	013
	014
	015
	016
	017
	018
	019
	020
	021
	022
	023
	024
	025
	026
	027
	028
	029
	030
	031
	032
	033
	034
	035
	036
	037
	038
	039
	040
	041
	042
	043
	044
	045
	046
	047
	048
	049
	050
	051
	052
	053
	054
	055
	056
	057
	058
	059
	060

