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CHAPTER t 
REPORT 

LIMITATION OF SUBSIDY 

Recommendation (SI. No. 24, Para 3.67) 

The Committee had, in para 367 of their 51st Report on the Minisry 
of Petroleum and Chemicals-Oil India Limited. noted the assurance 
given by the Secretary of the Ministry that Government would start re-
couping the subsidy paid by them to Oil India Limited from 1969 on-
wards. The Committee considered that since Government had already 
paid heavy subsidies amounting to Rs. 18 crores under the pricing for-
mula. it would appear to be appropriate that the recoupme.nt of the 
amount paid was made as early as possible. The Committee hld. 
therefore, suggested that the feasibility of limitin~ the net return to the 
Oil India Limited to 9% till the full recovery of subsidy, might be examined. 
In the opinion of the Committee this course was reasonable as the net 
return of investment in oil industry even in Middle-East where oil potential 
was large was stated to be a little over 11 % during recent years. 

2. In their reply, Government have stated that under Clause 9 of the 
Second Supplemental Agreement, Oil India is entitled to declare a net 
dividend ranging from a minimum of 9% to a maximum of J 3% aft!r 
payment of all taxes. According to them, if the net return from Oil 
India Limited to be restricted to 9% till the subsidy is fully recovered, it 
will require an amendment of the Second Supplemental Agreement which 
can be done only with the approval of the Burmah Oil Company Limited. 
Government feci that as the Burmah Oil Company has also paid sub.idies 
to Oil India Limited during the initial years when the price of crude pur-
chased by Assam Oil Company was high, the Burmah Oil Company are 
unlikely to agree to any such proposal. 

3. Explaining further, Government have stated that as a result of 
devaluation of rupee, the return to the Burmah Oil Company Limited 
in terms of sterling has gone down considerably, e.g., before devalua-
tion, the' minimum return of 9'Yo would have yielded 9.45 lakhs 
to the Burmah Oil Compnay Limited whereas at the present rate of eJ(-
change, the return of 13'10 will yield only £10·11 lakhs to the Burmah Oil 
Company Limited. Taking all these factors into account Government 
have come to the conclusion that the above recommendation of the Com-
mittee is not a feasible proposition. 

4. The Committee are not convinced with the pleas put forward by the 
Government against limiting the net return to the Oil ,India Limited to 9% 
tiD the recovery of heavy subsidies already paid. While reiterating their re-
commendation, the Committee feel that Government should take the initia-
tive in this regard and, if necessary, let the relevant clause of the Second Sup. 
plemental Agreement suitably amended after a dialogue with the Burmah 011 
Company Limittd. 
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Recommendation (Serial No. 10, Para 2·40) 

The Committee are glad that the Oil India Ltd. has been in a position 
to supply crude at the stipulated quantity to the Gauhati and Barauni 
refineries. They regret that the shortfall in production has been due to the 
inabili t y of these refineries to operate at their rated capacities. 

Reply of Governmet1t 

The recommendation/observation made by the the Estimates Committee 
has been noted. 
[Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 

No. 2/20/68-Prod. dated the 7th November, 1968.] 

Recommet1dation (Serial No. 11, Para 2·52) 

The Committee regret to note that on account of the teething troubles 
of the Gauhati Refinery and the inordinate delay in the commissioning of 
the Barauni Refinery, the offtake of crude from Oil India Ltd. was reduced 
considerably during the years 1962 to 1966 which resulted in the payment of 
heavy subsidies to the Oil India Limited. It is unfortunate that the initial 
difficulties in the commissioning of the refineries which were new industries 
in the public sector, were not anticipated by Government at the 
time of entering into the Second Supplemental Agreement. The 
Committee are surprised that neither the Indian Refineries Limited which 
was responsible for the Commissioning of the Barauni Refinery nor the 
Administrative Ministry concerned became aware of the delays of about 
2 years in the commissioning of the first phase of the Barauni Refinery, in 
July, 1961 when the Second Supplemental Agreement was entered 
into. Considering that practically all public sector projects have ex-
perienced delays in commissioning and suffered from teething troubles, 
the optimism of the Government that the public sector refineries at Gauhati 
and Barauni would start functioning and achieve their rated capacity on 
schedule, was hardly justified. The Committee feel that this is no hind-
sight. It has been the general experience of Government that delays occur 
in the setting up of public sector projects. Government could have been 
more careful in assuming that the refineries would be commissioned in time 
and would be in a position to take supplies of crude at the stipulatea rates. 
This aspect has assumed particular importance in this case as the delays in 
commissioning of the refineries have resulted in payment of heavy subsidies 
to the Oil India Limited, which could have been avoided. 

Reply of Government 

The recommendation/observation made by the Estimates Committee 
has been noted. 
[Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 

No. 2f20f68-Prod. dated the 7th November, 1968.] 

Recommeoclation (Serial No. 12, Para 2·55) 

The Committee have already recommended intensification of exploration 
work in Dum Duma and Ningru areas in Assam and NEF A where the 
prospects of finding oil are considered to be bright. They hope that 
with determined efforts it would be possible to find reserves of oil in these 
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areas which would enable additional crude supplies to he made to the Barauni 
refinery. The Committee urge in the meantime Oil India Ltd. and Oil & 
Natural Gas Commission together should make concerted efforts to in-
crease their output of crude so as to meet the full requirements of 3 million 
tonnes of crude for Barauni refinery by indigenous supplies. 

Reply of Government 

The recommendation has been noted and attention of both the Oil & 
Natural Gas Commission and Oil India Limited has been drawn to the 
Para. 

[Ministry of Petroleum and Chemicals O.M. ~No. 2/20/68-Prod. dated 
the 7th November, ]968.] 

Further information caUed for by the Committee 

The specific steps taken pursuant to the recommendation and the progress 
made so far may please be intimated to the Committee. 

[LSS O.M. No. 4/24 (c) ECI/67 dated 9.12.68] 

Further Reply of Government 

Oil India Limited is in a position to supply 2 million tonnes of crude 
per annum to the Barauni Refinery. On the basis of techno-economic 
schemes drawn up by the Oil & Natural Gas Commission for the develop-
ment of Rudrasagar and Lakwa fields and the exploratory work undertaken 
by it in other areas of Assam, the optimum production by the Commission 
is expected to be of the order of 1 '45 million tonnes per annum which can 
be made availab]e to the Barauni/Gauhati Refineries. Out of this quantity 
of 1 . 45 million tonnes per annum, Oil and Natural Gas Commission have 
already been enabled to transport @ O· 25 million tonnes per annum of their 
crude through the extra marginal capacity of Oil India Limited's pipeline. 
The pipeline capacity has to be further stepped up and suitable action has 
been initiated in that direction. For transporting the waxy Oil and Natural 
Gas Commission's crude, it will have to be conditioned before it is pumped 
from Moran and Oil India Limited has been asked to consider expanding 
the capacity of its present crude oil conditioning plant. This process has 
also been initiated. 

[Ministry of Petroleum and Chemicals and Mines and Metals, (Department 
of Petroleum) D.O. No. 2/20/68-Prod. dated the 24th March, 1969.] 

Recommendation (Serial No. 13, Para 2·62) 

The Committee are happy to note that the Crude Conditioning Plants 
of the Oil India Ltd. are the first of their kind in the World and have been 
in operation for the last four successive cold weather period without giving 
any trouble. 

.Reply of Govenuneot 

The recommendation/observation made by the Estimates Committee 
has been noted. 
[Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 

No. 2!20 i 68-Prod. dated the 7th November, 1968.] 



Further Reply of Government 

As already stated in paras 2· 84, 2·86 and 2·87 of the Estimates Commit-
tee Report (51st Report) there would be little or no surplus high pressure 
gas available with Oil India Ltd. when the projects/industries to which the 
available gas has been committed start lifting their full quota and the proposed 
expansion of the Namrup Fertiliser plant is completed in 1972-73. The 
utilisation of gas has since increased appreciably from 12· 5 m. cft./day 
reported earlier to 22·78 m. cft/day. 

[Ministry of Petroleum & Chemicals O.M. No. 2/20/68-Prod. dated the 15th 
January, 1969.) 

Recommendation (Serial No. 27, Para 3·85) 

The Committee note that the payments on account of the services ren-
dered by Assam Oil Company to Oil India Limited have come down from 
Rs. 9S' 71 lakhs in 1960 to Rs. 7·38 lakhs in 1966. They hope that these 
payments will be kept to the absolute minimum. 

Reply of Government 

The recommendation/observation made by the Estimates Committee 
has been noted. 
[Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 

No. 2/20/68-Prod. dated the 7th November, 1968.] 

Recommendation (Serial No. 28, Para 3·88) 

The Committee note that the Oil India Limited has paid over Rs. 6 crores 
to the Assam State Government on account of Mining lease and Exploration 
licence fees and royalty. 

Reply of Government 

The recommendation/observation made by the Estimates Committee 
has been noted. 
[Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 

No. 2/20 68-Prod. dated the 7th November, 1968.] 

Recommendation (Serial No. 30, Para 3' 96) 

The Committee note that under the Companies Act. 1956, the Comptrol-
ler and Auditor General (C. & A.G.) is not responsible for the audit of the 
accounts of the companies which are not Government companies. Oil 
India Limited is not a Government company as defined in the Companies 
Act. 1956 and hence its accounts are not audited by the Comptroller and 
Auditor General of India. The Committee feel that as Government holds 

50 per cent shares °in Oil India Limited and has invested Rs.14 crOres in lhe 
share capital of this company and has paid over Rs. 18 crores as subsidy, 
it would have been appropriate for Government to have the accounts of the 
company audited by the C. & A.G. before the payment of subsidies. The 
Committee have already recommended that the accounts of the company 
since 1962 may be examined by Government auditors. The Committee 
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further feellhat Government'should consider the advisability of getting the 
accounts of companies where they hold 2S per cent or more shares and where 
the investment exceeds one crore, test audited by the C. & A.G. 

Reply of Government 

The general question of the audit by the Comptroller and Auditor 
General of the accounts of companies in which Government have less than 
51 per cent share holding is under consideration of Government. 

{Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 
No. 2!20/68-Prod. dated the 7th November, 1968.J 

Recommendation (Serial No, 31, Para 4,6) 

The Committee note that ex.cept the Chairman and the Financial Direc-
tor, the other nominees of the Government on the Board of Directors of 
Oil India Ltd. have held office for short periods. The Committee consider 
that it would be advantageous if the Directors hold office for minimum of 
three years. They. therefore, urge that at the time of appointing their 
nominees on the Board of Oil India Ltd., Government should keep this 
aspect in view. 

Reply of Government 

The suggestion made by the Estimates Committee has been noted. 

,Ministry of Petroleum and Chemicals O.M. No. 2.'20/68·Prod. dated 
fhe 7th November, 1968.J 

Further information called for by the Committee 

Please state specifically whether the Government has accepted the re-
commendation of the Committee in principle and if so, whether the recom-
mendation made has been kept in view at the time of appoin.tmcDtof 
Government's nominees on the Board of Directors appointed after the sub-
mission of the Committee's report. 

[LSS O.M. No. 4/24/(c) ECI/67 dated 9-12-1968) 

Further Reply of Government 

The recommendation is acceptable in principle to Government subject 
to administrative convenience. After the submission of the Estimates Com-
mittee Report, no new nomination to the Board of Directors of Oil India 
Ltd. has been made by Government. 

jMinistry of Petroleum and Chemicals' O.M. No. 2/20168-Prod. dated 
the 15th January, 1969.] 

Recommendation (Serial No. 32, Para 4'7) 

The Committee further suggest tbat it would be advisable if a technical 
member of the Oil and Natural Gas Commission is also ~resented on the 

3096 (Ai)LS-2... .... _, 
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Board of Directors of Oil India Ltd. as a Government nominee so that bLlLI 
the organisations may benefit from each others' experience in the field of 
exploration and production of oi.l 

Reply of Government 

The recommendation made by the Estimates Committee has bc~n 
noted; 
[Ministry of Petroleum and Chemicals O.M. No.2 20!68-Prod. dated 

the 7th November, 1968.] 

Further information called for by the Committee 

Please state specifically whether the Government have accepted the-
recommendation of the Committee in principle and if so when it would be 
possible to nominate a technical member of the Oil and Natural Gas Com-
mission on the Board of Directors of the Oil India Limited. 

[LSS O.M. No. 4!24(c)ECI/67 dated 9-12-1968.] 

Further Reply of Government 
Government have accepted the recommendation of the Committee and 

have nominated Shri B.S. Negi. Member (Exploration) of Oil and Natural 
Gas Commission on the Board of Directors of Oil India Limited. 

[Ministry of Petroleum and Chemicals and Mines and Metals. Depart-
ment of Petroleum, D.O. No. 2120/68-Prod. dated the 24th March. 
1969.] 

Recommendation (Serial No. 33. Paras 4'9 and 4'10) 

The Committee consider that the presence of ml~t of the DircctLlrs of 
the Company at Delhi, particularly the Managing Director and Financial 
Director, is the mam reason for holding the meetings of the Board here. 
This has naturally resulted in the setting up of a big office at Delhi to provide 
secretarial assistance to these functionaries. The appropriate place for a 
Managing Director and Financial Director is the headquarters of the Com-
pany. The holding of meetings of the Board at Duliajan will not only eli-
minate the avoidable visits of pers(}ns from Assam to Delhi in connection 
with such meetings but will also provide opportunities to the Directors to 
be in touch with what goes on actually in the field. 

The Committee, therefore, consider it desirable that normally meetings 
of the Board of Directors of Oil India Ltd. should be held at the registered 
office where full assistance of the personnel concerned of the Company will 
be available readily. Meetings at places outside the registered office should 
be held only in exceptional circumstances. 

Reply of Government 

The need to continue to have the offices of both the Mlnaging Directol' 
and Financial Direc.Lr at New Delhi has been explained in the reply to 
Recommendation No. 42. . .. 

P 2. The question regarding the venue of the. Board meeting.. WdS 
referred to the Board ofDireetors.ofOil India Limited. After carefuICan~-

" , 
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deration of the various asp:cts of the question, the Board has decided that 
in future one third of the meetings of the Board would be held at the regis-
tered office of the Company i.e. Duliajan. 

[Ministry of Petroleum and Chemicals (Department of Petroleum) 
O.M. No. 2120/68-Prod. dated the 7th November, 1968]. 

Recommendation (Serial No . 34 & 42 Paras 4 '20 & 4.49) 
Recommendation No. 34 

The Committee consider that the duties of the Financial Director arc 
onerous and very responsible. These are more so in this Company which 
is a joint venture and where Government have invested Rs. 14 crores in 
equity capital and has given heavy loans. The Committee are unable to 
appreciate how a part-time Financial Director operating from Delhi, could 
devote the time and attenton, required for the proper and closer super-
vision over the financial matters of this Company. They note that the 
Financial Director could not visit the Company's headquarter since June. 
1963. The Committee are not convinced by the contention of Govern-
ment that they appointed part.time Financial Director because the Burmah 
Oil Company had also appointed a part-time Managing Director. In the 
opinion of the Committee, a whole.time Financial Director alone can !!frec-
tively discharge the onerous functions expected of him. The Committee 
recommend that early action should now be taken by Government to ap-
point a whole-time Financial Director at the headquarters of the Company. 

Reply of GovernmeDt 

The recommendation of the Estimates Committee has been noted. 
Reply to Recommendation No. 42 may also kindly be seen in this con· 
nection. 
[Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 

No. 2/20'68-Prod. dated the 7th November, 1968.] 

Recommendation No. 42 

The Committee also feel that the location of the office of the Managing 
Director and Financial Director of the Company at a place different from 
its Headquarter is not conducive to efficiency and economy and is contrary 
to normal industrial practice. Such an arrangement leads to d upl ication 
of technical and other staff at Delhi. The Committee have already re-
commended the stationing of these officers at the Headquarters of the 
Company in the interest of effective supervision and economy. 

Reply of Government 

The view expressed by the Estimates Committee that the offices of the 
Managing Director and Financial Oirector should be in Dul iajan has 
been considered carefully. 

The Managing Director is mainly concerned with deci(h,! pol:cy in res-
pect of all the aspects of the Company's operations. This process necessi-
tates regular consultations with representatives of the shareholders of the 
Company ('i:iz. the Government of India and the Burmah Oil Compt;ny) 
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who are located at Delhi as well as with the Chairman and the Board of 
Directors. Government is able to exercise the requisite control over the 
operations of Oil India Limited through these regular contacts and dis-
cussions. On the basis of past experience, the stationing of the Managing 
Director at Delhi is considered useful. As there is an experienced Resident 
Director at the field Headquarters viz. Duliajan, who implements the de-
cisions of the Board. the stationing of Managing Director at Delhi does not 
affect the day to day operations of the Company at the field. Besides the 
Managing Director is in constant touch with the H~aD.quarters at Duliajan 
and this has proved effective during the last ten years. 

2. As regards the Financial Director, who is Government of India's 
nominee and is a Joint Secretary in the Ministry of Finance, he is necessa-
rily involved in each and every decision of the Company, and, therefore. 
of the Managing Director, and hence it is considered necessary that he 
should be in Delhi to be fully effective. From the Government's side also, 
the existing arrangement has proved, during the last ten years. to be a satis-
factory one. Under the system in force. the financial control of the day-
to-day expenditure of the Company and preparation of the accounts etc. 
has been delegated to the Financial Controller, who is at Duliajan. 

3. The shareholders have agreed that the appointment of the Managing 
Director and Financial Director as whole-time functionaries would be 
considered at an appropriate time in the near future. 

rMinistry of Petroleum and Chemicals (Department of Petroleum> O. M. 
No. 2'20'68-Prod. dated the 7th November, 1968.] 

Further information called for by the Committee 

It ha .. been stated that "the shareholders have agreed that the appoint-
ment of the Managing Director and Financial Director as whole-time func-
tionaries would be considered at an appropriate time in the near future." 
Please indicate the progress made in this regard so far. 

(iSS O.M. No. 4124(c) Eel '67 dated 612.1969) 

Farther reply of Govenuueot 

Both the Managing Director and Financial Director of Oil India Limited 
have since been appointed as whole-time functionaries in pursuance of the 
recommendations of the Estimates Committee. 

{Ministry of Petroleum and Chemicals and Mines and Metals (Department 
,)fPetroleum) O.M. No. 220:68-Prod. dated 23rd March, 1969.] 

Recommendation (Serial No. 3S, Para 4 21) 

The Committee suggest that when the next review regarding provisi ons 
relating to the appointment of Managing Director and Financial Director 
is made in 1968, the Managing Director, if appointed by Government, 
should be a whole-time employee, located at the Headquarters of the Com-
pany in Assam. 
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Reply of Government 

Noted. Reply to Recommendation No. 42 may kindly be seen in (his 
connection. 
{Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 
No. 2j20j68-Prod. dated the 7th November. 1968.] 

Recommendation (Serial No. 38, Para 4' 31) 

The Committee realise that Government have no authority to issue 
any directions to Oil India Limited regarding its administrative and manage-
ment affairs as it is joint venture. The Committee, however, feel that 
since Government are equal partner in this venture, it is necessary that 
policies of Government particularly with regard to scales of pay to tbe 
employees, scales of amenities etc. are reflected in the working of such com-
panies. To ensure this apart from appointing whole-time Directors. Go-
vernment should also consider the advisability deputin~ some Govern-
ment officers in top positions in the managerial and finanCIal cadres of such 
companies. The Committee feel that this arrangement would be to the 
mutual benefit of both the parties. 

Reply of GoYerDlllent 

The recommendation observation made by the Estim·\te, Committee 
has been noted. 
[Ministry of Petroleum and Chemicals O.M. No. 2/20i68-Pord. dated 

the 7th November, 1968.] 

Further iuformation called for by the Commitee 

Please indicate precisely the steps taken by the Government pursuant to 
(he Recommendation of tho:: Committ ee (LSS O.M. No. 4'24r(c) Ecr/67 
dated 9-12-68). 

Further reply of GoYemment 

There are at present no vacancies in the top management financial posts 
in Oil India Limited. The question of deputing suitable officials from 
Government will be considered when a vacancy arises. As regards scale 
of pay etc. of the employees of Oil India Limited, the position h:ls been 
fully explained in this Ministry's reply to point No. 34 in the list of points 
arising out of oral evidence given before the Estimates Committee. 

[Ministry of Petroleum and Chemicals O.M. No. 2!20!68-Prod. dated 
the 15th January, 1969.] 

Further informatiou caBed for by the Committee 

It has been stated that "there are at present no vacancies iJ~ the top mana-
gementifinancial posts in Oil India Limited. The question of deputing 
suitable officials from Government will be considered when a vacancy 
arises. As regards scales of pay etc. of the employees of Oil India Limited. 
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the position has been fully explained in this Ministry's reply to point No. 
34 in the list of points arising out of oral evidence given before the 
Estimates Committee." Please indicate the latest position in this regard. 
(LSS C. M. No. 4/24 (c) ECI!67 dated 6.12.69) 

Further reply of Government 

The posts of the whole time Financial Director and Secretary of OIL 
have since been filled by deputing Government officials. Another Govern-
ment official has been deputed as Financial Adviser of the Company. 

(Ministry of Petroleum and Chemicals and Mines and Metals (Dept!. of-
Petroleum) O.M. No. 2j20!68-Prod. dated 23-12-1969.] 

R~c:omm~dation (Serial No. 41, Para 4 48) 

The Committee note that the share of Oil India Ltd. in the expenditure 
on outside offices in New Delhi and Calcutta worked out to Rs. 8.40 
lakhs and Rs. 5.86lakhs respec~i~ely during the year 1966. The Committee 
are not convinced of the need for the Oil India Limited to have big offices 
at New Delhi and Caloutta with such,heayy expenditure. One of the main 
reasons given in support of having an office in New Delhi is 'that Board 
meetings of the Oil India Limited are generally held in Delhi and that the 
Managing Director and Financial Director are stationed at D~lhi. The 
Committee have already recommended that the Board meetings should 
invariably be held at the Headquarter of the Company in Assam. 

Reply of Government 

Reply to Recommendations No. 33 and 44 may kindly be seen in this 
connection. 

[Ministry of Petroleum and Chemicals (Dep:utment of Petroleum) O.M. 
No. 2/20, 68-Prod. dated the 7th November, 1968.] 

Recommeodation (Serial No. 44, Para 4.51) 

Similarly the reasons given for having a big office of the Oil India Limited 
at Calcutta are not convincing. The Committee feel that there is considera-
ble scop~ for economy in the exp~nditure of C:dcutta o:li::.: as m:lIlY of its 
fUllCtions can b~ p:rform:d through sp:cialised agencies. The Committee 
therefore recommend that the organisational set-up and the staff strength 
of the Calcutta office need to be reviewed with a view to effect economy. 

Reply of Government 

The Calcutta office performs the undermentioned functions 
(1) It arranges all local purchases, inspection of material before 

despatch, customs clearance, warehousing and despatch to up-
country destinations. 

(2) It keeps abreast of the manufacturing facilities available from 
the point of view of import substitution and qualitr control. 



IS 
(3) It handleS aIHmp'6rts, their clearance, dOC:U:mehtation and trans-

portation, liaison with the Port, Commissioners, and Railways, to ensure prompt despatches.' "< I, < 

J 

(4) It makes travel arrangements for company personnel and families 
(average 9 persons a day). All teleprinter and telex traffic bet-
ween Assam/Delhi is routed througn the Calcutta office. 

The peculiar feature of oilfield requirements needs specialised know-
ledge. Roughly material worth Rs. 2 crores is purchased 'annwally from 
the Calcutta market. It is not considered desirable by Oil India Limited 
to entrust such large business to any outside agency which will not have the 
~ame interest as Oil India Limited in effecting economy or . in expeditious 
disposal/despatch. The existing arrangement is considered eft'clent. However, 
the question whether any further economy can be effected in the Calcutta 
office without affecting its efficiency will be examined by on India Limited. 

[Ministry of Petroleum and Chemicals O.M. No. 2/20/68-Prod. dated 
7-11-1968.] 

Further information called for by the Committee 

Please state precisely whether any action to review the organisational 
set up and the staff strength of the Calcutta office with the object of affecting 
economy has been initiated 

[LSS O.M. No. 4'24 (C) ECI/76 Dated 9-12-1968.] 

Further reply of Govemmeat 

The feasibility of effecting further economy in the Calcutta Office of 
OIL was taken up with Oil India Ltd. In reply, OIL has advised that a 
decision has been taken to arrange an O&M type of study of the Calcutta 
Office by a suitable consultant shortly. 

[Ministry of Petroleum and Chemicals and Mines and Metals (Depart-
ment of Petroleum) O.M. No. 2/20/68-Prod. dated 13-6-68] 

Recommendation (Serial No. 47, Para 4.62) 

The Committee are happy at the progress as achieved in the matter of 
Indianisation of the Oil India Limited. They hope that complete Indianisa-
tion of the posts in Oil India Limited will be achieved as early as possible. 

Reply of Govemmeot 

The recommendation has been noted. 

{Ministry of Petroleum and Chemcials (Department of Petroleum) O.M. 
No. 2/20.'68·Prod. dated the 7th November, 1968.] 
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~meodation (Serial No. 48, rara 4.64) 

The Committee agree that there is need for providing housing tacilities 
to its employees by Oil India Limited. They feel that in the conltruction 
of houses utmost economy should .have been observed. They hope that 
this aspect will be kept -in view in future. 

Reply of Government 

Oil India Limited has been advised to keep this recommendation in 
view when sanctioning expenditure for future constructions. 

{Ministry of Petroleum and Chemicals (Department of Petro\culr,) O.M. 
No. 2/20/68-Prod. dated the 7th November, 1968.) 



Cf{,,"PTER 01 

RECOMMENDA TlON~ WHICH THB CO MMITTEE DO Nor 
DESIRE TO PURSUE IN VIEW OF THB GOVERNMENT'S REPLY 

ReeouunemIadon (Serial No. I, Para 1.18) 

The Committee note that Government secured equity participation of 
33, % in Oil India in 1958 which was subsequently increased to 50% 
in 1961 at the time of granting Petroleum Exploration Licences over an addi-
tional area of 1886 sq. miles to that Company. The Committee consider that 
in terms of Industrial Policy Resolutions of 1948 and 1956, Government 
should have insisted upon securing majority participation with private 
enterprise in Oil India i.e. 51 % instead of the existing 50~;':; share as 'Mineral 
Oil' are included in Schedule 'A' industries in the Industrial Policy Resolu-
tion, 1956. 

Reply of Go ... enanat 

As already stated before the Estimates Committee (kindly refer to 
Para 1.16 of the Report), the Government of India had invited various in-
ternational oil companies to submit proposals for collaboration and co-
operation in intensifying the search for oil in the country. In response 
thereto specific proposals from eight International Companies were received. 
The maximum equity participation offered to Government was only 50 %. 

In spite of the known aversion of . major' companies to sharing the 
right of management with Government, an attempt was made by the 
Government to acquire majority share holding in the nl:w areas offered to 
Burmah Oil Company for exploration but The Burmah Oil Company 
did not agree to this proposal. However. as a result of negotiations, the 
Government of India was able to secure 50:50 participation with Burmah 
Oil Company in Oil India Limited in the new areas (1886 sq. miles as I,~'el/ 
as in the areas (Nahorkatiya, Nahorkatiya Ex.tension Moran and Hoogri 
jan) already Lensed/Lice"sed earlier to Oil India Limited. The Industrial 
Policy Resoluttion of 1956 provides that the State will ensure either through 
majority participation in the capital or otherwise, that it has the requisite 
powers to guide the policy and control the operations of the undertaking. 
Accordingly while agreeing to equal share hol~ing, the Government of 
India ensured that the following stipulations which gave Government the 
powers to guide the policy and control the operations, were provided in the 
Second Supplemental Agreement :-

(i) The Financial Director is nominated by Government of India. 

(ii) The Chairman is nominated in alternate years by Government of 
India and The Bl1rmah Oil Comra!'y. 

17 
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:iii) The decisions of the Board of Directors (which consists of 8 
director~-four nominated b,· GO\lernml"nt of India and four 
by The Burmah Oil Comoany) are taken on the basis of un-
animity. 

IMinistry of ~etroleum and .Che1icaI9. ,<J;>,~~rtmeJlt of Petroleum) O~M. 
N9. 2/20 68-Pro.cI. dated the It11 ~o~en;tb~r. 1968.J . . . ': 

Recommendation (Sel'ia" .No. l.: Para 1.19) 

In !he opinion of the Committe~, a geophy;ical'licence held by the 
Assam Oil Company in pre independence days did not automatically entitle 
them to a prospecting licence. After the attainment of Independence such 
licensing or change in type of license was subject to the provisions of tbe 
Industrial Policy Resolutions, 1948 and 1956, which enjoined majority parti .. 
cipation by Government or other measures so that Government had the 
requisite powers to guide the policy and control the operations of under-
takings in such ventures. The Committee are unable to find any justifica-
tion for the grant of exploratory licence over an additional area of 1886 
sq. miles in Assam and NEFA which is stated to be a promising area--
to Oil India Ltd. in 1961 merely on the ground that it secured 50 % partici-
pation in the Company. This is all the more regrettable as the Oil and Na-
tural Gas Commission had been set up :by- then and had acquired sufficient 
know-how and experience in exploration and had even struck oil at Anklesh-
war;· The area in question should have been C'.:lfmarked for exploration by 
O.N.G.C rather than given to Oil India Ltd. Further the oil produced in 
that area was meant to be used by the public sector refineries at Gauhati 
and Barauni. It was therefore only appropriate that proju:tion of this 
crude should have been in the public sector. If the cooperation of private 
enterprise was still considered necessary it should have been on the basis of 
majority participation and control of the undertaking by Government 
as specifically required in the Tnlu5trial Policy Re~olution, 1956. The Com-
mittee suggest that even now Government should eltamine the possi-
bilities of securing m'ljority participation in Oil India Ltd. 

Reply of Government 

The Burmah Oil Complny, which has been consulted in the matter, 
is unwilling to accept the position of a minority shareholder in Oil India 
Limited. 

[Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 
No. 2/20 68-Prod. dated the 7th November, 1968.J 

Recommendation (Serial No.6, Para 2'14) 

According to the Second Supplemental Agreement the Oil India 
L' . 'ted should have surrendered by 16th January, 1967,968 sq. miles in 
t~~~um Duma area and by 27th Novemt;rer,. 1967, 446 sq. miles in the 
N' u area leaving a balance of 323 sq. mdes ill the Dum Duma area and 
l;:gr miles in the Ningru area i.e. a total of only 472 sq. miles. Against 
h' ~~. area held by the Oil India Ltd., is still 761 sq. miles. It indicates 
~h~~ ~ovemment has not been vigilant.in g~tting the terr~s of the. Second 

lSupplemental Agreement implemented 10 thIS regard. VIewed aga10st the 
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-slow progress in the' work of exploration arid prospecting in these areas by 
Oil India Ltd. and the need to establish large reserves of petroleum in 
the country, the Committee would like the Government to keep a close 
watch over the progress of exploration and prospecting by Oil India Ltd. 
in the areas and to have them relinquished in accordance with the agreement 
so that these "promising areas" could be explored by O.N.G.C. or other 
-suitable organisations, to meet the country's needs. 

Reply of Government 

Under Clause S of the Second Supplemental Agreement, the exploration 
licences cover an area of 1886 sq. miles (referred to as "Area A"). In the· 
Agreement this area is not divided into Dum Duma and Ningru areas, but 
is referred to as 'Area A' of 1886 sq. miles 75 per cent of this area is to be sur-
rendered within "4 years from the commencement of the term of the' last 
licence issued". The last licence was iSllued for the Ningru areas, which 
forms a part ofthis area, on 27-11-1963:' Oil India Ltd:, was required under 
this Agreement to surrender an area of 1414 sq. miles by 27-11-1967. The 
area surrendered by Oil India Ltd. up to 27-11-1967 actually comes to 1415 
sq. miles as indicated below :-'-

_._-----
Area Area relinquished Date of relinquish-

ment 
-.---~--~. ------

Dum Duma 469 sq. miles. 16-1-1966 

274 sq. miles 16-1-1967 

290 sq. miles 26-11-1967 

lO33 sq. miles 

Ningru 248 sq. miles 27-11-1965 

134 sq. miles 27-11-1966 

382 sq. miles 

Grand Total : 1415 sq. miles 
p.---- ------- - - ---~--.----- _._---

The terms of the Second Supplemental Agreement have. therefore, bee. 
implemented. 

A close watch is being kept over the progress of exploration and pros-
pecting of Oil India Limited in these areas. Reccntly an extension of 2 
years in the P.E.L. in Ningru area has been sanctioned with effect from 
26-11-1967 keeping in view the arrangements to be made for drilling and the 
time required for completion of one or more deep exploratory wells. 

[Ministry of Petroleum and Chemicals (Departmcnt of Petroleum) O.M. 
No. 2/20J68-Prod. dated the 7th November, 1968.J 
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Recommendation (SerIal No.7. Paras 1.23 and 1.14) 

The Committee observe that even after seven years of the signing of the 
Second Supplemental Agreement and five years after the giving of letters \)f 

grant for prospecting, no reserves of oil have been found in the Dum Duma 
and Ningru areas which were stated to be very "promising areas" and for 
which Burmah Oil Company was very anxious to take prospecting 
licences. The drilling of 81 weUs in these areas during these years speak f,)r 
itself and is by no means a satisfactory achievempnt particularly for an 
experienced organisation like Oil India Ltd. It thus appears that the Oil 
India Ltd., have mainly concentrated their efforts in the proved areas for the 
production of crude. It leaves one with the impression that no serious 
efforts to explore oil in these new areas have been made. Clause IS of the 
Second Supplemental Agreement (1961) gives the impression that at that 
time the prospecting programme in this area was considered as urgen t. 
The Burmah Oil Company was required under its terms to submit an immediate 
programme costing approximately Rs. 2 crores covering 2 years for prospect-
ing in these areas. But when it came to action, this immediate programme 
was delayed by about 2 years on account of the delay in giving the letters 
of grant for exploration licences. Even thereafter. the progress of explo ra-
tion in these new areas has been very slow. Due to various factors only one 
rig was deployed by Oil India Ltd., in these two areas. It may be that Oil 
India Ltd., is in no hurry to prove more reserves of oil in this area as they 
are already in a position to meet their commitment to supply 3 million tonnes 
of oil annually to the Gauhati, Barauni and Digboi refineries from theIr 
proved reserves. When a company is assured a guaranteed return of 9 to 
13 per cent on their equity capital there is no incentive left to intensify 
exploration efforts immediately. 

The Committee consider that in order to reduce the wide gap between 
the demand and supply of crude in the country as well as the need to meet 
the additional requirements of the Barauni and Haldia refineries. it is 
imperative that oil potentiality of these areas is assessed urgently by accelerat-
ing and intensifying the exploration programme. If Oil India Ltd.. IS 
unable to step up their exploration programme on account of their various 
limitations, Government should seek the relinquishment of these areas so 
that the exploration work in these promising areas may be entrusted to the 
Oil and Natural Gas Commission. 

Reply of Government 

Within the resources available and taking into account the c:ish POSitIon 
of the company during the years when Government and The Burmah Oil 
Company had to pay "Subsidy" on their crude purchases the progress made 
by Oil India Limited in the exploration programme appears to be satisfactory. 
It may be noted that between 1963 and June, 1968. a sum of Rs. 4.45 crores 
had been spent on the;;xploration programme, as against an cxpenditure of 
Rs. 32.48 crores incurred on the Oilfield development and Production during 
the same period. During these initial years of the formation of this Com-
pany, priority had necessarily to be given to production in order to be able 
to produce the committed quantity of 3 million tonnes per annum. Any 
sizeable increase in the expenditure on exploration would have resulted in an 
added strain on the cash resources or the company and a possible increase 
in "Subsidy" payments. 

IMinistry of Petroleum and Chemicals (Department of Pt':troiCU01l O.M. 
No. 2/20f68-Prod. dated the 7th November, 1968.]. 
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Recommendation (Serial No. 18, Para 3.13) 

The Committee note that the equity and loan ratio in the Oil India Ltd. 
is I :2. They understand that for public undertakings, Government in 
1960, decided on the equity loan ratio as 1:1. The Committee consider 
that the question of declding equity and loan ratio in Oil India Limited is 
very important as among other things, it has a bearing on the payment of 
guaranteed return of 9 to 13 % on the equity capital. Since the increase in 
the loan capital also involves payment of interest and repayment of loan 
instalments which are also charged to revenue account and since most 
of the loan capital of Oil India Ltd. has been provided by Government or 
governmental agencies, the Committee would urge that the economics of 
increasing loan capital or equity capital of this company, a proper ratio 
between the two and their long-term and short-teem impact on the price of 
crude oil as well as on the payment of guaranteed dividend should be tho-
roughly examined by Government and a suitable equity loan ratio deter-
mined in con<;uItation with the Burmah Oil Company at an early date. 

Reply of Government 

The question has been examined by Government. The position is that 
the equity: loan ratio in companies in the private sector is generally kept at 
I :2 and even at I :3. In public sector undertakings with foreign collabora-
tion. such as the Cochin and Madras Refineries, the equity: loan ratio 
has been kept at approximately 1 :3. 

In the case of Oil India Ltd .• the present contributions of equity and 
loan arc Rs. 28 crores and Rs. 56· 78 crotes respectively. As under the 
S.S.A., a net profit of 9 to 13 ~{, on the paid-up share-capital has been assured 
to the share-holders, any increase in the present equity capital of this com-
pany will result in increased profits which would result in greater outgo of 
foreign exchange (DOC's share) and probably a higher price of crude. 00-
vernment. therefore. consider that for the present there is no need to 
change the equity loan ratio. 

,fMinistry of Petmleum and Chemicals (Department of Petroleum) O.M. 
N.J. 2/20,'68-Prod. dated the 7th November. 1968.] 

rtecommendation (Serial No. 19, Para 3.26) 

The Committee note that while the cost of production of crude bas been 
estimated by Oil India Ltd. on a discounted basis over a period of 15 years, 
the same in ONGC has been worked out on an annual basis. The Com-
mittee have in their 50th Report (Fourth Lok Sabha) recommended the 
.adoption of a uniform procedure for the collection, analysis and compila-
tion of costs by these two organisations. 

The Committee regret to observe that the breakup of the assumed cost 
of fInding, production and transport of crude oil in Oil India Ltd. which was 
taken as Rs. 48 for the purpose of the Formula given in Clause 9(B)(e) of 
the Second Supplemental Agreement. is not officially available in any 
-document with the Government of India. The breakup, given by Oil 
India Limited includes the additional element of royalty which was not 
inc1uried in the original asumptions. Further against the assumed cost of 
Rs. 48 included in the Formula in 1961. the estimated cost of production 
.of Oil consisting of 7 elements has nOWp_'l~r'Nftl'B~Artf 

(Lihr,. y &; H··f·ro-net' 8~rvioe) 
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It appears to the Committee that at the time of working out the complicated' 
pricing formula in 1961, the details of the various elements had not been 
carefu\1y worked out and consi1ered by Government. The Committee' 
WOJld like to be informed of the reasons why the assumed cost of produc-
tion of crude in 1961 was taken as Rs. 48 and what were its financial impli-
cations when the same works out to about Rs. 40 per tonne now. 

Reply of Government 

The average provisional cost of crude up to the year 1983 has been given 
as Rs. 40 per tonne by Oil India Ltd. This is necessarily an approximate 
figure, it is the average estimated cost of production over a period of 15 
years, i.e. from 1968-1983 and henee cannot be made applica b Ie to the 
year 1961 when the Second Supplemental Agreement was signed. It has 
already been explained in the notes furnished earlier to the Estimate s Com-
mittee that this figure of Rs. 40 per tonne has no con.eetion with the notional 
figure of Rs. 48 per tonne which is used only for the purpose of calculating 
the discount under Clause 9(B) of the Second Supplemental Agr eement. 
The figure of Rs. 48 has no financial implication in as far as the final price of 
Oil India Limited crude is concerned. 

[Ministry of Petroleum and Chemicals (Department of Petroleum I O.M. 
No. 2/20 68-Prod. dated the 7th November. 1968.) 

Recommendation (Serial No. 20, Para 3.28) 

The Committee are unable to appreciate why the price of crude charged 
by the Oil India Ltd. from the Gauhati, Barauni and Digboi refineries 
during the years 1962 to 1966 was worked out at abnormally high rates 
ranging from 100. 96 to Rs. 152.42 per tonne when the c.ost of production 
of the crude on a discounted basis has been estimated at Rs. 40 per ton· 
only. As the increase in the sale price of crude has resulted in the pa ymen t 
of heavy subsidies by the Government on account of the low offtake of 
the crude by the refineries at Gauhati and Barauni. the Committee 
would like to be informed whether feasibility of keeping sale price of' 
crude low by spreading the development and exploration expenditure 
over a longer period consistent with the life of oil-fields, was examined 
by Government specially when the crude oil remained under ground and 
the life of the oil'-neld -got prolonged by the lower offtake ·'of crude by the 
public sector refineries. 

Reply of Government 

The cost of crude, viz., Rs. 40 per tonne represented a vel") Il)ugh· 
estimate of the overall cost of crude over a period of 16 years from 1967 
to 1983. The calculations did not include the expenditure on the condition-
ing and transponation of crude. The main factor which was responsible 
for the increase in the finat sale price of crude during the years J 962-65 
was the quantum of retrospective price adjustments made by the Govern-
ment of India and the Assam Oil Company to make up the guuanteed 
dividend of 9% to the two shareholders. As is known. this was neces si-
tated by the low offtake of crude by the Government refineries. 
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2. Oil India limited had constantly reviewed the question of spread-
ing over its drilling and exploration expenditure keeping in view the re-
quirements of the Government refineries, as shown below :-

(a) Drilling expenditure: The number of wells drilled each year 
was kept to the minimum required to meet the latest available 
estimates of the refineries offtake each year. By this readjust-
ment the number of wells to be drilled annually was reduced 
considerably thus reducing cash requirements, interest, de-
preciation and operating costs as well as foreign exchange ex-
penditure on drilling equipment and spares. 

(b) Exploration expenditure: The exploration programme was 
also kept to the minimum keeping in view the requirement,<; 
of the oil-fields. Another important factor that regulated the 
pace of drilling was the time limit laid down for the completion 
of exploratory drilling in the Petroleum Exploration Licences 
issued to the Company, 

(0) Amortisation of DrilUng Expenditure and Straight /ille method of 
depreciation: Considerable savings had also been effected by 
making adjustments in the method of amortisation of drilling 
expenditure and adopting the method of straight line d~pre
ciation. Moreover, the capital expenditure of the Company 
was al&o rephased in such a w.ty as to only undertake a minimum 
capital expenditure programme. 

3. All the above measures of reduction of expenditute have resulted 
in. a substantial saving .of approximately Rs. 600 lakhs over the period 
]962 to 1965. 

4. Oil India Limited, had, thetefore, taken necessary Stepli to spread 
the development and exploration expenditure and to reduce the resultant 
cost of crude. 

[Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 
No. 2:20j68-Prod. dated the 7th November. 1968.} 

lReeommendation (Serial No. 21, Paras 3.61 to 3 64) 

The Committee are unable. to find any justification for replacing the 
original pricing formula given in Clause 13 of the Promotion Agreement 
1958, by the complicated pricing 'formula given in Clause 9 of the Second 
Supplemental Agreement, 1961 whiohguaranteed a net return of 9 to l~ % 
to the Oil India Limited on the paid up capital. The c11anging of the 
original -pricing .formula has resulted in the following : . 

(i) Government had to pay a subsidy of over Rs. 18 crorc~ upt<; 
the year 1966-67 to ensure the minimum guaranteed dividend 
to the Oil India Limited. If the Government's share of dividend 
from Oil India· Limited is also taken into account. the m;t 
outgo would still be over Rs. lOcrores during thi~ period. Ag"dinst 
this, BOC/AOC have received dividend amounting to Rs. 8 



crores during the same period and have paid subsidy of about 
Rs. 5· 7 crores, thereby giving them a net benefit of about Rs. 
2.3 crores. 

" 5 Government/Indian Refineries have been made responsible for 
the payment of Sales Tax on the sale of crude by Oil India Limit-
ed to the Gauhati and Barauni Refineries which at the rate of 
Rs. 12 per tonne would amount to a recurring liability of over 
Rs. 3 crores per year on the supply of 2.75 million tonnes of 
oil. Sales Tax liability was not to be borne by the refineries 
in the original pricing formula but was to have been included 
in its sale price by Oil India Limited. 

o(iii) The guranteeing of net return on paid-up capital has tended to 
slow down exploration work in the Exploration Licence Area as 
all expenditure on exploration work is also treated as revenue 
expenditure and increases the price of crude. The net return 
on share capital has been guaranteed from 1962 onwards i.e. 
the very first year of the starting of supply of crude to Gauhati 
refinery which was not provided for in the original Promotion 
Agreement. 

(iv) Since Oil India Limited has been assured a minimum guaranteed 
return of 9 to 13 % on the supply of 3 milJion tonnes of crude 
per annum, there appears to be no incentive to Oil India Limited 
to effect economy and to accelerate exploration efforts for ad-
ditional crude. 

Government have advanced the following reasons for changing the 
pricing formula as laid down in the Promotion Agreement of 1958 to the 
existing formula incorporated in the Second Supplemental Agreement of 
1961. 

The original formula provided for two alternative methods for fixing 
price of crude viz import parity price or cost plus basis. The import 
parity basis was not considered suitable as the indigenous crude 
would have to be paid for at import parity even if it could be produced 
at a cheaper rate. It has also been stated by Government that India was 
importing crude at that time at full posted price as no discounts were ava~. 
able. The cost plus basis might have meant enormous profits to ott 
hldia Limited in case they found a prolific field in the new areas. So 

. it was felt that the price which would give a certain discount on import 
parity and at the same time not allow profits of Oil India Limited to exceed 
a certain limit. was considered the best solution. It was also expected 
that the price of crude based on the new formula would be lower than 
import parity when the offtake reaches 3 million tonnes per annum. It 
has been contended that the payment of subsidy is almost entirely due to 

.delays in commissioning of Gauhati and Barauni refineries. 
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The Committee have considered these reasons. They feel that the 

original pricing formula laid down in Clause 13 of the Promotion Agree-
ment 1958 was quite comprehensive and was advantageous to the Govern-
ment as under that formul:l Government had option either to fix the price 
of crude at the import parity or cost plus the reasonable commercial return. 
This gave adequate powers to Government to peg the profits of the Com-
pany to any figure considered reasonable by them and therefore could 
well have been used by Government to keep the profits upto 13 % or even 
lower. Under this formula Government was also to examine the costs, 
as well as to determine the quantum of costs and elements to be taken into 
account in calculating such costs in agreement with the Oil India Limited. 
Moreover Government had guranteed neither any net return to the Oil 
India Limited nor assured offtake of specific quantities of crude by the 
Barauni and Gauhati refineries from any specific year. There was there-
fore no question of payment of any subsidy under the Promotion Agree-
ment of 1958. The Committee have already commented on the opti-
mism shown by Government in assuming that the refineries would be 
commissioned on schedule and would be able to process the agreed quantiti-
es of crude. The net return if at all could have been related to the produc-
tion and supply of specific quantity of oil to the refineries rather than 
to the year 1962 irrespective of the quantity of crude supplied. Further 
discounts begun to be made available by the costal refineries on the im-
ported crude with effect from June, 1960 and Government was aware 
of the availability of discounts in the world oil market at the time of 
entering into the Second Supplemental Agreement in 1961. 

Having regard to these factors, the Committee feel that the cha·lge 
made in the pricing formula in 1961 was uncalled for and unbusiness-
like. The Committee recommend that the circumstances leading to the 
.change in the pricing formula in 1961 which has proved disadvantageous 
to the Government and public sector refineries sliould be thoroughly ex-
amined with a view to fix responsibility. They would also like the Govern-
ment to ensure that before such agreements are entered into in future 
the advantages and disadvantages thereof should be carefully examined. 

Reply of Govemmeot 

It may be stated at the outset that the need for paying "subsidy" to 
-Oil India Ltd. arose not as a result of the provisions of the Second Supple-
mental Agreement, but due to delay in the commissioning of the Government 
.refineries and their consequent inability to take their rated throughout 
(particularly in the case of Barauni) for some time. The assumption 
made by the Estimates Committee that the sales tax liability was not to be 
borne by the Refineries under the Promotion Agreement is not correct. In 
fact, Assam Oil Company had paid sales tax on the.crude oil purchased by 
them under the Promotion Agreement. Hence the Second Supplemental 
Agreement did not make any difference on this score. 

2. Data showing the comparative returns to Government under the 
'Promotion Agreement and the Second Supplemental Agreement have already 
been submitted to the Estimates Committee. These showed that, on the 
·whole, the Second Supplemental Agreement was more favourable to Gov-
.ernment than the Promotion Agreement, even after taking into account the 
:subsidies paid. 
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3. Government, therefore, feel that the changing of the Price Formula 
in 1961 was justified. It may be added that Second Supplemental Agreeme nt 
was made with the prior approval of the Cabinet. 

[Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 
No. 2j20j68·Prod. dated the 7th November, 1968]. 

Recommendatiol' (Serial No. 21, Para 3.65) 

The Committee are concerned to note that Gevernment paid subsidies 
to the Oil India Ltd. amounting to over Rs. 18 crores without getting the 
accounts examined by their own auditors. They note that Clause 13 of the 
Promotion Agreement regarding the pricing of crude provided for the exa-
mination of the cost of crude including the element of cost by the Govern-
ment. The Committee would like that the accounts of the Company for the 
years when subsidy had to be paid may be examined by Government through 
its own auditors. 

Reply of Government 

This question has been examined by the Government carefully. There 
being no provision in the Companies Act for the audit of private sector un-
dertakings by the Auditor General of India, it does not appear feasible to 
ask Oil India Limited to have their accounts examined through Government 
auditors. However, the accounts of Oil India Limited are audited by are· 
putable firm of auditors viz. MIs Price Waterhouse Peat & Co. in accordance 
with the provisions of the Companies Act. 

2. It may be added that payments made to Oil India Ltd. are in the 
nature of contractual obligations under Clause 9·C of the Second Supple-
mental Agreement and not "subsidies" to Oil India Limited. 

3. Clause 13 of the Promotion Agreement was abrogated and super· 
seded by virtue of Cla';se 1 of the Second Supplemental Agreement dated 
27·7·1961. It is, therefore, no longer in force. 

[Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 
No. 2j20j68·Prod. dated the 13th December, 1968]. 

Recommendation (Serial No. 25 Para 3.68) 

The Committee also consider that the liability for the payment of over 
Rs. 3 crores per year by Government on account of sales Tax on the crude 
supplied to public sector refineries is an unconscionable and inequitable 
burden on the Government which was not payable under clause 13 of the 
Promotions Agreement. They would therefore suggest that the feasibility 
of including sales tax in the sale price of crude by Oil India Limited as is done 
by ONGC, may be examined. 
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Reply of Governmeal 

The observation of the Committee is noted. It may, however, be 
pointed out that the total burden of sales tax comes to around Rs. 1·5 crores 
only and not Rs. 3 crores as stated by the Committee. Further, the inclusion 
of sales tax in the price of crude oil is not likely to improve matters because 
the final price arrived at after adjusting the retrospective discount is much 
below the formula price and, therefore, the payment of sales tax by OIL 
would only result in reducing the amount available as a retrospective dis-
count. 

,(Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 
No. 2J20J68-Prod. dated the 7th November, 1969~. 

Recommendation (Serial No. 26, Para 3.82) 

The Committee note that the total benefit to the Assam Oil Company 
on account of the concessional supply of crude oil and gas under Clause 
:!O of the Promotion Agreement, 1958 is estimated at about Rs. 9 crores. 
This benefit is stated to be in consideration of the Assam Oil Companv 
placing at the disposal of the Oil India Limited th~ geological and geophysical 
data accumulated in the past in the course of exploration and development of 
Naharkatiya etc. areas, the advantages of its past research relating to the 
interpretation of this data etc. Considering that the Assam Oil Company 
has been reimbursed fully on account of the costs of the surveys and explora-
tions, costs of prospecting and exploring operations in the said areas as well 
as the costs of assets and properties transferred to Oil India Ltd. for which 
over Rs. 13 crores were paid to the AOC as also the fact that the employees 
of the AOC connected with this work have all been taken over by the Oil 
India Limited. The Commitee feel that the benefit of this magnitude for the 
supply of data alone does not appear to be contemplated or justified under 
Clause 20 of the Promotion Agreement. The Committee are unable to 
agree with the contention of the Ministry that this benefit is in the nature of 
an 'overriding royalty' which is a normal practice in the Oil Industry, for a 
payment to be made for the discovery value when a new partner is taken in 
to a new producing oil venture. This analogy does not appear to apply 
in this case as participation of Government in this venture cannot be com-
pared to the taking of a new partner. The giving of mining lease and pros-
pecting licences to the Assam Oil Company in these areas was subject to the 
provisions of the Industrial Policy Resolutions and was conditional on the 
participation of Government in this venture. The Committee consider that 
the concessions sought to be given to the Assam Oil Company under Clause 
20 of the Promotion Agreement perhaps related to the supply of the specified 
quantities of crude and gas on cost basis only i.e. without charging any profit 
thereon. The Committee are not convinced that out of the five elements 
of cost i.e. exploration costs, development costs, production costs, royalty 
and transportation cost~, which are normally taken into account for calculation 
of cost of production of crude, the AOC was required to pay only for the two 
elements i.e. production costs and royalty. The Committee would therefore 
urge that the original papers leading to the finalisation of this Clause may be 
examined in detail to see whether all the five elements of cost which make up 
the cost of crude were clearly spelt at that time and whether the Government 
had specifically agreed to the charging of the two elements only. Further 
the Committee would also like to know whether the financial implications 
of this concessional supply were fully worked out at the tiine of ftnalisation 



of this Clause. The-Committee recommend:. thatIsince this matter relates 
to the interpretation"of the Clause of the agreement which as far-reaching 
financial implication's the whole matter may be examined in consultation 
with the Ministry of Finance, Ministry of Law and the Comptroller and 
Auditor General at an early date 80 as to find out the exact implications of 
this Clause in the Agreement and to determine the price payable by Assam 
Oil Company on account of the. concessional supply of crude and gas from 
1959 onwards. 

Reply of Government 

The recommendation has been noted and further necessary action is 
being taken. 
(Ministry of Petroleum and Chemicals O.M. 2j20/68-Prod. dated the 
7th December, 1968.). 

Further information called for by the Committee 

Please indicate precisely the details of action proposed to be taken or 
which has been taken in pursuance of the said recommendation of the 
Committee. 

[LSS O. M. No. 4j24/(c) EClj67 dated 9.12.1968] 

Further Reply of Government 

All the papers relating to the period 1954 to 1958 on the negotiations 
preceding the signing of the Promotion Agreement are being scrutinised 
carefully. Thereafter a comprehensive note will be prepared to facilitate 
consultation with the Ministries concerned as suggested by the Estimates 
Committee. 

(Ministry of Petroleum and Chemicals O.M. No. 2/20/68-Prod. dated 
the 15th January, 1969.). 

Farther Information called for by the CommJttee 

It has been stated that "all the papers relating to the period 1954-195g 
on the negotiations preceding the sIgning of the Promotion Agreement are 
being scrutinised carefully. Thereafter a comprehensive note will be pre-
pared to facilitate consultation with the Ministries concerned as suggested 
by the Estimates Committee." Please indicate the progress made in this 
regard so far. 

[LSS O. M. No. 4j24/(c) ECI/67 dated 6.12.1969] 

Further Reply of Government 

A comprehensive note was prepared on the subject and circulated to 
f. he Ministries concerned. Subsequently the note along with the views of 
these Ministries was sent to the office of Comptroller and Auditor General. 
Their reply is awaited. 

[Ministry of Petroleum and Chemicals and Mines and Metals (Department 
of Petroleum) O.M.No. 2/20/68-Prod. dated 23rd December, 1969.]. 
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Recommendation (Serial No. 19 Para 3.91) 

The Committee note that devaluation of the rupee in June, 1966, has. 
resulted in increasing the formula price of crude from Rs. 70·81 to Rs. 114 ·75 
per tonne. They also note that devaluation has also resulted in increasing the 
liabilities of Oil India Limited in respect of repayment of loan taken from. 
Bank of Scotland and interest thereon, the cost of maintenance imports 
and replacements etc. The devaluation of Sterling in November. 1967 has, 
however, resulted in reducing these liabilities to some extent. The Committee 
feel that the net effect of devaluation of the rupee and the subsequent de* 
valuation of Sterling has been that the formula price of crude has gone up 
much more than warranted by the increase in the liabilities of the Company 
on account of devaluation. According to the representative of the Minis-
try, the overall increase in crude price on account of devaluation alone is 
estimated at Rs. 51- per tonne. The Committee would therefore like the 
Government to work out the full details of the impact of both the devalua-
tions (i.e., rupee and sterling) on the operations of the Oil India Ltd. so as. 
to determine the overall benefit to Oil India Ltd. as a result of increase in 
the formula price of crude. As this increase in crude price is unconscion-
able the feasibility of mopping up the same by suitable measures may be 
examined by Government.! 

Reply of Government 

It may be stated at the outset that the approximate figures of Rs. 16 
and 11 per tonne mentioned in Para 3.91 of the 51st Report of the Estimates 
Committee do not relate to the "overall increase in crude price on account 
of devaluation alone" as stated in Para 3.92 thereof. These figures relate 
to the difference between the import parity price and formula price crude-
as calculated under Clause 9(A) of the Second Supplemental Agreement 
immediately before devaluation of the rupee in June, 1966 and at the time 
oral evidence was given. As explained earlier, the formula price under 
Clause 9(A) of Second Supplemental Agreement is not the final price of Oil 
India Limited crude in any year and is subject to variation as per other provi-
sions of that Agreement. 

2. The increase in the selling price of crude after devaluation is a 
natural corollary to the pricing of indigenous crude on the basis of Middle 
East crude, the price of which is quoted in dollars. As there is a cellini of13% 
on the net dividend that can be declared by Oil India Limited in any year, 
any profits above that rate, irrespective of the cause thereof, are automatically 
denied to Oil India Limited and the benefit is passed on to the buyers by 
making corresponding reductions in the formula price of crude. It would. 
therefore, be seen that the Second Supplemental Agreement already contains 
a mechanism to mop up excess profits and no separate action is necessary 
for this purpose. 

[Ministry of Petroleum and Chemicals (Department of Petroleum) 
O.M. No. 2/20/68-Prod. dated the 7th November, 1968.] 

Recommendation (Serial No. 36 Para 4.25) 

The Committee note that there is wide disparity between the remuneration 
paid to the Managing Director, a, nominee of the Burmah Oil Company 
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and the Financial Director, a nominee of the Governm~nt of India inasmuch 
as the former is paid about Rs. 9,000 p!r month and the latter Rs. 2,000 
per month only. The Committee consider that as the two functionaries 
are the nominees of the two equal partners their remunerations should be 
uniform. The Committee note that the remuneration etc. payable to Gov-
ernm~nt servants are governed by Government Rules and Regulations. 
The Committee therefore suggest that the feasibility of restricting the re-
muneration of these functionaries in such a manner as to be within Govern-
ment Rules and Regulations, may be examined. Any other remuneration 
which may be justified, should in fairness be borne . by the sponsoring part-
ner. 

The Committee would also suggest that the feasibility of recovering the 
difference between the remuneration of the Managing Director and the 
Financial Director which approximates to a lakh of rupees per year, since 
1961 onwards, and crediting the same to the Government ar-count. maY 
be examined. 

Reply of Government 

Government have examined the suggestion made by the Estimate~ 
Committee regarding the feasibility of restricting the remuneration of the 
Managing Director of Oil India Ltd. to that prevailing in Government 
companies. Under Clause 16(C) of the Second Supplement Agreement, 
the remuneration of the Managing D.irector and the Financial Director of 
Oil India Ltd. are to be settled between Government and the Burmah Oil 
Company. Accordingly, Government agreed to pay half the salary of the 
present incumbent, Mr. J.C. Finlay, to which he is entitled under the 
Burmah Oil Company pay-scales. It would not be proper or desirable to 
go back on this agreement. Even in an Indian employee of Oil India is 
appointed subsequently as Managing Director of Oil India Ltd., his pay will 
oe governed by the pay-scales of Oil India Ltd. which are higher than those 
of public sector undertakings for historical reasons. 

2. In view of the fact that the pay of the present Managing Direct.or 
Qf Oil India Ltd. was fixed with the agreement of the Government of Indu~, 
it is not feasible to recover any sum paid in the past from the Burmah 011 
Company as suggested by the Estimates Committee. 

[Mini9tty of Petroleum and Chemicals (Department of Petroleum) O.M. 
No. 220/68-Prod. dated the 7th November, 1968.] 

Re<:ommendation (Serial No. 37, Para 4.27) 

The Committee are unable to appreciate the appointment of a part-time 
Technical Consultant to Oil India Limited on a monthly retainer fee of 
Rs.2,500/- plus Rs.l,OOO/- as house rent. They consider that the advisability 
of doing away with such retainer needs examination. 

Reply of Government 

On 27-7-1966 Shri W.B. Metre was appointed as a part-time technical 
consultant to Oil India Ltd. on a monthly retainer. Oil India . ~ears o.nl)' 
half the expenses on account of Shri Metre. Shri Metre has to hIS ~redlt a 
long and meritorious record of service with the Oil lndu,try, particularly 
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in the field of oil exploration and production. Since 1930 he has been asso-
Ciated with all major developments concerning oil exploration and produc-
tion, both before and after the discovery of the Nahorkatiya and Moran 
oilfield in Assam. He has been a Director on the Board of Oil India Ltd. 
since 26-6-1959, is a pas' president of the Indian Science Congress, Geology 
Section and represented India at several international conferences on the 
oil industry. He has also been appointed a Part-time member of the Oil 
& Natural Gas Commission. He was awarded the "Padma Bhushan" in 
recognition of this services to the oil industry the first to receive this high 
award from the-President of India, in this field. His expert advice has been 
of a great advantage to Oil India Ltd. especially when they were carrying on 
exploration involving an expenditure of several crores in Dum Duma and 
Ningru areas. The services rendered by Mr. Metre as a Technical Con-
sultant to the Company are an integral part of the workings of the present 
technical cell in the New Delhi office. It is the advice given by this cell as a 
whole that enables the Managing Director to give proper consideration to 
matters of technical policy and arrive at decisions. Mr. Metre's particular 
function is to examine specific geological data and problems in depth. 

Mr. Metre will reach the age of 63 on 14th February, 1969. It is the 
Board's intention to discontinue the present Technical Consultancy ~rrange
ment from that date. 

[Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 
No. 2/20j68-Prod. dated the 7th November, 1968.} 

Recommendation (Serial No. 39, Para 4.36) 

The Committee note that the Oil India Limited arc paying 838.000 per 
annum to Messrs DeGolyer & MacNaughton on account of their services 
as Consultants while similar work in the Oil and Natural Gas Commission 
is being done by the Officers of the Research and Training Institute, Dehra 
Dun. The Committee feel that in view of the tight foreign exchange posi-
tion of the country as also with a view to encourage Indian talent. the 
question of utilising the services of Indian experts by the Oil India Limited 
for this purpose may be examined. 

Reply of Government 

It is not correct to say that Oil India are paying 838,000 per annum to 
Mis. DcGolyer & MacNaUghton on account of their services as Consultants. 
For a special task given to these Consultants, the fee payable was 838,000 
under one contract. This was expected to last for one year only but actualIy 
lasted for two approximately. At present, Oil India has no contract with 
Mis. DeGolyer and MacNaughton. 

2. The advice sought by the Oil India from Mis. DeGolyer and Mac-
Naughton was in respect of certain specific technical problems for which 
Indian expertise is not available. The problems referred to under this con-
tract included the stimulation of the multiple variables of a group of reser-
voirs containing nearly 40 per cent of Oil India's total crude oil resources 
and studying the behaviour of this group on the conditions of varying con-
trollable parameters with a view to finding out the optimum conditions of 
production and crude oil recovery from these reservoirs. 
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3. It is cus~omary for international oil companies also to refer special 
problems to outsIde consultants. Even the Oil and Natural Gas Commission 
has had to refer its own special problems to a firm of seismic consultants in 
the U.S.A. with the assistance of the U.N. 

4. The restricted territorial area within which Oil India Limited ope. 
,rates makes it impracticable for its personnel to have an extensive experience 
of every type of petroleum activity as Consultants would have. It becomes, 
therefore, inevitable to have a certain amount of consultation with parties 
having a larger background or experience, to maintain operations on efficient 
1ines. Even the Oil and Natural Gas Commission has need for such advice. 
To the extent the Rand T Institute has foreign advisers, this expert advice 
is more readily available to the Oil and Natural Gas Commission. To some 
extent Oil India Ltd's requirements are covered by occasional consultation 
with The Burmah Oil Company Headquarters in London but periodic con. 
sultation with the firm of MIS. DeGolyer and MacNaughton becomes neces-
sary when specific problems of a complicated nature arise. 

:{Ministry of Petroleum and Chemicals (Depar'ment of Petroleum) O.M. 
No.2/20/68-Prod. dated the 7th November, 1968.] 

Recommendation (Serial No. 40, Para 4·38) 

The Committee note that, apart from the payments made to Mis 
DeGolyer & MacNaughton regular payments are also being made in foreign 
currency to Mis Schlumberger Sea Co. Inc., M/s Seismorgraph Services 
Limited, Mis Burmah Oil Company, London and Mis AB Osterman 
Overseas Aviation Limited, Sweden on account of various services rendered 
by them to Oil India Limited. The Committee need hardly stress the 
need to save as much foreign exchange as possible. They consider that 
since Oil and Natural Gas Commission has developed expertise for some 
of the services referred to above, the feasibility of doing away with foreign 
-consultants by Oil India Limited and replacing them by the Indian ex-
,perts of the Oil and Natural Gas Commission, may be considered. 

Reply of Government 

The contract with M's DeGolyer & MacNaughton has expi red. Any 
'future consultation will be related to specific problems. 

No payments are now being made to Messers A.B. Osterman Overseas 
A viation Limited, Sweden and Messers Seismograph Services Limited. 
-Oil India Limited, however, continue to utilise the services of Schlum-
berger Sea Company. This party provides essential specialised services 
in well-logging, perforation of casing for porduction, setting of sub-surface 
tools etc. They are probably the world's foremost experts in such matters. 
'Oil and Natural Gas Commission also use their services. 

The services provided by the Burmah Oil Company are of a conti· 
nuous nature affecting all important aspects of the Company's operations. 
-Oil India Limited needs these services for some time to come. However. 
the utilisation of such services is being reduced progressively from year to 
"year and consequently payments made to them have been reduced from 
£90.287 in 1962 to £28,582 in 1966. 

[Ministry of Petroleum and Chemicals ICDepartment of Petroleum) O.M. 
, No. 2/201 68·Prod. dated the 7th November, 1968.] 
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Reeommeadatien (Serial No. 43, Para 4' SO) 
The Comm ittee are also not satisfied with the justification given for 

the setting up of a Technical Cell of the Company in Delhi. Since the 
matters looked after by the Cell relate to oilfield operations of the Oil 
India Limited, it is all the more necessary that such a Cell should be 
organised at Duliajan. The Committee note that there is already a technical 
manager at Duliajan to look after all such matters. Further there appears 
to be little justification for a highly paid Public Relations Officer at Delhi, 
particularly when the crude produced by Oil J ndia Limited is sold to public 
sector refineries. 

Such an officer if at all considered necessary is required at the head· 
quarters at Duliajan. The Committee feel that with the shifting of the 
venue of Board meetings and the offices of Managing Director and Financial 
Director to Duliajan. there will not be any need for a big offic~ at Delhi 
which will result in considerable economY. 

Reply of Government 

Attention is invited to reply to Recommendation No. 42 wherein 
the reasons for stationing Managing Director and Financial Director 
at New Delhi have already been eltplained. On this question of the location 
of the Technical Cell and the Public Relations Officer the Company has 
intimated that for its proper and efficient functioning it i!'l necessary to 
have the Technical Cell and the Public Relations Officer stationed at the 
same place as the Managing Director i.c.!at Delhi for the following reasonS:-

(a) Technical Cell: Development of comple" oilfields. main-
tenance of production at 3 million tonnes per annum and 
exploration of additional oil resources, all require a continuous 
sequence of technological forward planning and implementation. 
The basic plans made in the oil fields have to be independently 
scruitinized by the Technical Cell so as to advise the Managing 
Director on policy decisions and to present to the Financial Direc-
tor for financial implecations of the schemes. This Cell has also to 
Hase with the Ministry of Petroleum and Chemicals in this context 
and thus help in policy decisions being taken expeditiously. 

(b) Public Relations Officer: This officer was recruited by and was 
in the establishment of Assam Oil Company before his transfer 
to Oil India Ltd. along with other similarly recruited staff. At 
the time of his recruitment he was stationed in New Delhi where 
he has continued. The public Relations Officer is responsible 
for the entire public relations and publicity of the company 
including press relations both at New Delhi as well as at Duliajan. 

[Ministry of Petroleum and Chemicals (Department of Petroleum) O.M. 
No. 2/20/68-Prod. dated the 7th November, 1968.] 

RecommendadoD (Serial No. 45 Para 4.52) 

The Committee further suggest that with the shrinkage of the work 
at New Delhi and reorganisation of Calcutta office, as recommended by 
them, the need of having common offices with Assam Oil Company at 
New Delhi, Calcutta may be reviewed. 
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Reply of Governmeat 

The question of common offices for oil India Limited and Assam 
Oil Company in New Delhi and Calcutta has been reviewed by Oil India 
Limited. It is considered that the present arrangement is advantageous 
to the Company for the following reasons : 

(0) Rents, rates etc. in New Delhi and Calcutta are shared between 
Oil India Limited and Assam Oil Company and this is advanta-
geous to both the Companies. 

(b) Talex and teleprinter services are common to the two organisations. 

(c) The two organizations have many common problems and having 
joint offices in New Delhi and Calcutta is beneficial. 

(d) The Chief Representative of The Burmah Oil Group of Com-
panies is also the Managing Director of Oil India Limited. A 
separation of the Offices of the two Companies would not be 
advantageous. 

{Ministry of Petroleum and Chemicals (Department of Petroleum) 
O.M.No. 2/20/68-Prod. dated the 7th November, 1968.] 

Recommendation (Serial No. 46, Para 4.57) 

Oil India Limited is incurring an annual expenditure of Rs. 12 lakhs 
on account of payment of bonus to its employees though it was not payable 
under the Payment of Bonus Act, 1965. It is unfortunate that this liability 
has been incurred by Oil India Limited even when heavy subsidies were 
paid to it by Government to make up the guaranteed return of 9% during 
this period. 

Reply of Govel1lment 

Under the Payment of Bonus Act, 1965, the minimum bonus payable 
to employees is 4% and the maximum 20% of their salary or wage (basic 
plus D.A.). Oil India Limited workmen are being paid 3 months' basic 
pay (without D.A. being added) per annum as bonus which works out to 
12% of their wages (basic plus D.A.). 

As already explained to the Estimates Committee [vide paras 4.54, 
4.55 and 4· 56 (pages 86) of their 5Ist Report] the question of payment of 
bonus to Oil India Limited's workmen equivalent to their three months' 
basic wages was considered by Government at the highest level in 1963 
and it was decided to agree to the payment of bonus. The main reasons 
which weighed with the Government were:-

(0) Most of the Labour and clericalstaff employed by Oil India Limited 
originally came from the Assam Oil Company where they had 
been receiving three monhts' basic wages as bonus for many years. 

(b) Assam Oil Company having areas contiguous to Oil India 
Limited was paying bonus to its workmen at the same ratc. 
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(c) It was considered essential that labour troubles in a company engaged 

in the production of oil. which is of vital importance to the nation, 
should be avoided. 

(d) Since Oil India had declared a dividend. an Industrial Tribunal 
would certainly have awarded at least 3 months bonus, if the matter 
were to form the subject of a di~pute referred to an Industrial 
Tribunal. . 

It may be added that while announcing the decisions of the Govern-
ment on the Bonus Commission's Report in the Lok Sabha on 18-9-1964. 
the Union Minister of Labour and Employment had clarified that it was 
not the intention of Government that benefits which labour might have beel' 
enjoying in the matter of bonus in any establishment or industry shoulCl 
in any way be curtailed by the adoption of the new formula and that labour 
would get in respect of bonus the benefits "on the existing basis or On the 
basis of the new formula. whichever is higher." From the above. it will 
be seen that the payment of 3 months basic wage per annum to Oil India 
Limited's workmen was unavoidable and any decision to reduce the bonus 
would not only have beer.. contrary to the declared wishes of the Govern-
ment of India but would also have jeopardised the production of crude oil 
by Oil India Limited. 

{Ministry of Petroleum and Chemicals (Department of Petroleum) 
O.M. No. 2j20j68-Prod., dated the 7th November. 1968] 



CHAPTER IV 

RECOMMENDA nON IN RESPECT OF WHICH REPLY 
HAS NOT BEEN ACCEPTED BY THE COMMITTEE 

Recommendation (Serial No. 24, Para 3·67) 

The Committee note the assurance giveJ.l by the Secretary orthe Ministry 
that Government will start recouping the subsidy paid by them to Oil 
India Limited from ] 969 onwards. The Committee consider that as 
Government has paid heavy subsidies amounting to Rs. 18 crores under 
the new pricing formula, it would appear to be appropriate that the recoup-
ment of the amount paid is made as early as possible. 'I1tey would there-
fore suggest that the feasibility of limiting the net return of the Oil India Ltd. 
to 9 per cent till the subsidy is fully recovered may be examined. This 
would appear to be reasonable as the net return on investment in oil in-
dustry even in Middle East where oil potential is large, is stated to be a 
little over 11 per cent during recent years. 

Reply of Government 

Under Clause 9 of the Second Supplemental Agreement, Oil India 
Limited is entitled to declare a net dividend ranging from a minimum of 
9 % to a maximum of 13 % after payment of all taxes. If the net return 
from Oil India Limited is to be restricted to 9 % till the subsidy is fully 
recovered as suggested by the Estimates Committee. it will require an amend-
ment of the Second Supplemental Agreement which can be done only with 
the approval of the Burmah Oil Company Ltd. As The Burmah Oil 
Company Ltd. has also paid subsidies to Oil India Ltd. during the initial 
years when the price of crude purchased by Assam Oil Company was high. 
The Burmah Oil Company is unlikely to agree to any such proposal. 

2. It may also be mentioned that, as a result of devaluation of the rupee/ 
the return to the Burmah Oil Company Ltd. in terms of Sterling has gone 
down considerably, e.g., before devaluation, the minimum return of 9 % 
would have yielded £9·45 lakhs to The Burmah Oil Company Ltd. whereas 
at the present rate, of exchange, the return of 13 % will yield only £ 10.11 
lakhs to the Burmah Oil Company Ltd. Taking all these factors into ac-
count, Government consider that it is not a feasible proposition to limit 
the net return to 9 % as suggested by the Estimates Committee. - .. 

a;:. [Ministry of Petroleum and Chemicals (Department of Petroleum) 
O.M. No. 2/20j68-Prod., dated the 7th November. 1968). 

Commeots of tbe Committee 

Please see comments in paragraphs 1 to 4 of Chapter I of the Report. 



CHAPTER V 

RECOMMENDATION IN RESPECT OF WHICH FINAL REPL Y 
OF GOVERNMENT IS STILL AWAITED 

Recommendation. (SI. No. 23, Para No. 3·66) 

The Committee note that according to the calculations made by Govern-
ment under the new pricing formula, Government will get a total return or 
approximately Rs. 64 crores during the period 1962 to 1980 while the return 
to the BOC/ AOC has been estimated at Rs. 26 crores for the same period. 
Under Clause 13 of the Promotion Agreement, 1958, as the basis, the return 
to Government has been estimated at Rs. 40 crores against the BOCjAOC 
Rs. 24 crores. The Committee are not satisfied with the details contained 
in these statements as the assumptions on-which these have been based have 
not been fully enumera~d therein, It appears that while making these 
assumptions neither the liability of Sales Tax amounting to over Rs. 3 crore, 
a year (amounting to about Rs. 40 crores up to 1980) which has become 
the responsibility of the Government/public sector refineries, has been taken 
into account nor the interest on the amount of Rs. 18 crores paid as subsidy 
by Government has been considered. The Committee would therefore 
like that these assumptions also should be thoroughly got examined by 
Government through the Comptroller & Auditor General of India so as 
to come to a correct assessment of the position. 
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I. 

APPENDIX 

(Vide Introduction) 

Analysis of the action taken by the Governme"t on the 51st Report 
of the Estimates Committee (Fourth Lok SaMa) 

Total Number of Recommendations. 

II. Recommendations which have been accepted by 
Government (Vide recommendations at S1. Nos. 
3,4.5,8,9, 10, 11, 12, ]3, 14, 15. 16. 17,27. 28, 30, 
31. 32, 33, 34, 35, 38, 41, 42, 44, 47, and 48) 

Number • 
Percentage to total • 

111. Recommendations which the Committee do not 
desire to pursue in view of Government's replies 
thereto (Vide recommendations at S1. Nos. I, 2, 6.7. 18, 
19, 20, 21, 22, 25, 26, 29. 36, 37. 39, 40, 43, 4S 
and 46) 

Number • 
Percentage to total 

IV. Recommendation in respect of which reply of Govern-
ment has not been accepted by the Committee 
(Vide recommendation at SI. No. 24) 

v. 

Number 

Percentage to total 

Recommendation in respect of which reply of Govern-
ment is still awaited (Vide recommendation at 81. 
No. 23) 

Number ii I I ; • , 
Percentage to total • I I I ; • 

48 

27 

56% 

19 

40% 

1 

2% 

1 

2% 
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