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INTRODUCTION 

If the Chairman, Committee Qn Public Undertakings having been 
authorised by the Committee to submit the Report on their behalf, 
present this 69th Report on Action Taken by Government on ill • 

• recoJIunendations contained in the 44th Report of' the Committee 
on Public Undertakings (Seventh Lok Sabha) on Bharat HeaVJ' 
Electricals Ltd. 

2. The 44th Report of the Committee on Public UndertaJi1np 
was presented to Lok Sabha on 28 April, 1982. ReplJ.es of Govem-
ment to all the recommendations contained in the Report were 
received in three batches on 1, 8 and 14 March, 1983. The repU. 
of Government were considered by the Action Taken Sub-Comm.i-
ttee of the Committee on Public UndertaKings on 7 April, 1982. The 
Report W3S tlnaUy adopted by the Committee on Public Under-
takings' on 12 April, 1982. 

3. An analysis of the Action Taken by Government on the re-
commendations contained '.in the 44th Report (1981-82) of the Com-
mittee is given in the Appendix. 

NEW DELHI; 
April 14, 1983 

Chctitra. 24, 1905 (Saka) 

MADHUSUDAN VAIRALE, 
Chainn.a1&, 

Committee 011. P'UbUc Undertakings. 

(Y;i) 



CHAPTER I 

REPORT 

The Report of the Committee deals with the action taken by 
Governm~t on the recommendations contained in the Forty-fourth 
~port (Seventh Lok Sabha) of the Committee on Public Under-
takings on Bharat -Heavy Electricals Ltd. which was presen~d t" 
Lok Sabha on 28 April, 1982. 

2. Action Taken replies have been received from Government 
in respect of all the 31 recommendaHo~s contained in the Report. 
All the recommendatioru;/observations of the Committee have been 
accepted by Government. The Committee will now deal with the 
action taken by Government on some of their recommendations . 

. A. Plan targets for BHEL 

Recommendation Serial No. 2 (P~ra 2, Part D) 

3. The Committee felt that the plan targets for (a) production 
in physical terms of equipment to match the projected addition8J 
capacity for power generation; (b) value added correlated to the 
sectoral rate of growth indicated in the plan; and (c) internal re-
sources derived from the resources forecast of the plan should be· 
fixed by the administrative Ministry in consultation with the Plan-
rUng Commissiol.l. They had desired that, in future the plah target 
fCir capi~al, inves~~n..t and targets as derived from the plans lor 
Rrpd~ction. v$JlJe a:qded and generatiPl), of internal resources as. wen 
as,. the. a~~e.vemen~. 61lould. be, b~ought out in the AJmual Reports 
and PerfoJ'lIlijn..~ Bup.g~ts, ot the A~nistrative Mlnistry and the 
BHEL. . . 

4. Government have stated in their reply that the power supply 
industry ... boy ~d, 18li8e, on BJW" for .up'ply of major equip-
ment required for their expansion as well as spare parts' for them. 
As such, manufacturing programme of BBEL would., have to be 
dov~tailed with the power programme. An overall view of th.,. 
matter is taken by the Planning Commission during, the annual plan· 
discussions with the various State Electricity BoardB,and the Cen~ 
S~f;or Corporations, where the rel?~n~tlves of BHEL are also 
P~I!C\~t ~ tlu! Power Plan;,for each State and the Central Sector h". ~n :6~sed ~ the A,nnual Plan meetings in consultation· with, 
all concerned authorities including BHEL. there should not he ear 
difticulty for BHEL to arrive at their annual targets, etc. 



2 

S. The Committee presume that the· taqets arrived at by the 
BBEL after t~e Planning CommissiOll fiDalises the aDDual Power 
Plan could be regorded as plan turgets agreed between the Planninl 
Commission and the Ministry IBKEL. The Committee desire that 
the targets so arrived at for production, value added and geDeration 
.of internal relOUl'ces as well us the aehievemeDts .ould be deart, 

. and distinctly brought out in the Annual Reports and the Perform-
~neo Budgets of the Administrative Ministry· and the BBEL in 
{;,ature . 

. B. E1x>Ztri.ng a satisfactory met;1A>d of assessing the perfOTTfta.nce of 
BHEL 

Recommendation Serial No.6 (Para 6, Pari II) 

6. The Committee had desired that a satisfactory method of 
assessing the performance of the BHEL in regard to production of 
p'Jwer cquipri'lents should be evolved in consultation with the CEA 
and the PlallDing Commis~ion. . , 

7. Government have stated in their reply that at present, Gov-
ernment judges the performance of BHEL on the basis of production 
both in physical and monetary terms vis-a-vis the targets laid down. 
However, as suggested discussions are being held with CEA and 
Planning Commission to examine whether any ot~er better method 
could be evolved for assessing the performance of BHEL . . 

8. The Committee desire that the mattel' should 'be examined 
expeditiousl)' with a view to evolving satisfactory method of assess-
ing the performance of the DUEL in regard to production of power 
eq1.1ipments. The Committee would like to know the outrome early 
IlS it is (",Cial to evaluation of its production performance. 

~. _ .. 
C. Performll:nce testing of SSTP, TricJty 

Reconunendation Seriol No. 10 (Para 10, Part U) 

9. The Committee had inter.aU-a. observed that performance test-
ing of the plant had not been done within the period of guarantee 
due to non-availability of power. They had desired that it sRould be 
ensured that there was no defect in the plant. 

10. Governmtlnt's reply is silent on thiS recommendation. The 
C.,mmittee tnlst that there was no defed in the SSTP, Triehy which 
was accepted without performance testing within the guarant"e 
period. 
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D. Utilisation Of indigenous capacity 

BecOllUileDdationSerial No, 14, (Para 14, Part D) 

11. The Committee intelr-alia took note of BBEL's view that im-
ports of compressors had been allowed for fertilizer projects on the 
advice of consultants although BHEL compressors would have ser-
ved the purpose and the Secretary, Heavy Industry's view that 
precaution to ensure better utilisation of indigenous capability had 
not been taken from the very beginning. The Committee had desir-
ed in this context that the matter should be taken up with the CtlD-

cerned departments like Department of Fertilizers to avoid at least 
in future import of equipments which could be supplied by BHEL.. 
The Committee had also urged that as far as possible multiplicity 
of designs should not be i~ducted into the country and that there 
should be a measure of standardisation. .. 

. 12. Government have stated in their reply that in the matter of 
import of compressors where the capacity of BIlEL is under-utilised. 
further efforts are being made to pursuade the Department of Ferti-
lizers to disallow imports and to introduce a measure of standardi-
sation.· . 

13. The Committee wcmld await the action. taken. by the Depart.. 
ment of Fertilizers to avoid import of compressors and to Introduce 
a measure of standa;disation. 

E. Need for installing capacitors 
Recommendation Serial No. 17 (Para 17, Part II) 

14. Taking note of the fact that the demand for capacitors does 
not match the capacity for their production available in the country, 
the Committee had desired that the 'State Governments should be 
put'suaded to enforce the Indian Electricity Act and Rules making 
it obligatory for the users to improve the power factor by instnllirwg 
capacitors. The Committee felt that this would be in the national 

- interest of avoiding power losses and incidentally this would' also 
make for better utilisatton of capacity for production of capacitors. 

15. Government have stated in their reply thatCommit1;ee's re·, 
commendation has been conveyed to Ministry of Energy (Depart-
ment of Power) for further examination and appropriate action. 

16. It wouid hove been helpful 'if the action taken by the Ministry 
of Energy (Department· of Power) : in the. matter had heen aseer-
'tainea u.d conveyed to the Committee. The Committee would new 
await frOm the MinistrY of 1!!nergy the action taken to PUl'IIIatie the 
',.,- • oj • 
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State Goverumeats to enforce the indian Electricity Act and RuI.,. 
making it oblig~tory for the users to ,imPl'Ove the power factor b)' 
installing capacitors. ....... 

Ii'. Amending PrOject Import Regulations 

Recommendation Serial No. 19 (Para 1&, Part II) 

17. The Committee had made the following recommendation: 

"Till 1977-78 thennal sets, hydro sets and traction equipmeni$: 
were in the monopolistic range of BHEL products. How ... 
ever, after liberal..i.sat.ion of import policy in April, 1978, 
the power 'generation equipments are stated to have been 
included in the list of items allowed for global tendering, 
As a result BHEL has lost some business. Further in non· 
IDA global tenders. the BHEL is reported to have suffered 
Qll acco~nt of customs levies on imported raw materials 
and compoaents which made its products uncompetitive 
compared to its foreign competitors. However, according 
to the customs tariff, imports of c~mponents and raw 
materials for specific projects are eligible for lower ftat 
rate ot duty of 50 per cent ad valorem subject to the con .. 
dition that the imports are recommended by the DGTD 
and attested by the licensing authorities. The difficulties 
in ensuring this are stated to have b.een taken up with the 
Ministry of Finance. The Committee recommend that the 
question of amending Projeet Import Regulations should 
be. considered early, .. 

18. Qovemment. MY8 stated in their xeply. that· the Department' 
of, H-.vy. Ind.ustry aDd 8HEL have already taken up· the matter-· 
wJ·",-, the Minia1J'Y of nnance and~ are following it up. 

, II. The COJDIIIJt ... · feel that: it w.eald.' have h-. helpfta1 if· tb . 
• ctkm,"11 1Qr the: MiDWry of. ~ ill, die m.tter. baa beea 
aaeertabted and. ~v.eye4 to tbem. ·Tbel would. DOW aw.it from daat 
~' tbe actjon takep. to. ~D •. the condItIoas fOl' the eoneeaJtr 
D.d ....... of cUstoms. dlIty suitah~. 

G. s~,.w..g!.~ lIWeJ ~~efor. Coal 

1Ieco1,QJD_"ti •. SerIal. No. .. <Pa.ra IS. Put D') 

~.' 'DIe.OenaWlle had· lWIODWW'dedt. ~, thU' --. 
Ihould be a atanding high level Committee ccmstating of Chalnnell 
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of CEA, B~,. Railways, IL, Kota, Coal India etc. to periodically 
u'eet and IdentIfy problems in regard to coal for timely corrective 
steps. 

21. Government have stated in their reply that the 8Upply of coal 
t()poW'er stations was monitOl'ed at various levels i!n C()al India and 
t:;()vemrnent. '1 he standing linkage Committee compriling of the 
repres~ntatives of Ministry of Energy (Department of Coal), Mini-
stry of Railwa:vs, Central Electricity Authorjty~ Planning Commis-
sion etc. also leviews this matter periodically. Therefore, the insti-
tution of the proposed high level Committee is not considel'ed 
necessary. 

22. What the Committee envisaged was not a Coinmittet' {or only 
monitoring the movement of coal to power plants for which the in-
stitutional arrangement in the form. of Stallding Linkage Committee 
already existed. The Committee had recommended that there sboulc1' 
be a standin&, hi&'h level committee consistlng' of ChalnneD of CRA, 
BHEL, IL, Kota, Coal India etc. which could also ,0 into the prob-
lems connected with the quality of coal available to suggest corne-
dve sleps induding possible modifications in boilers and equipment 
to Imatch and respond to the availability of the coal. The Comn.ittee 
hUllt that thi5 asped of the matter will now be considered. 

H. Cla.ims pend.ing With the C"U8tomeTS fOT export ;ob 

Recommendatton Serial No. 28 (Para 28, Part II) 

:13. The Committee noted that there were 6 major turnkey pro-
jects ta-ken up by BHEL abroad costing Rs. 3 crores and above each 
completed during the 5 year period ending 1980-81. They further 
noted that there was aggregate loss of Rs. 22.84 crores in these pro-
jects, all except one of which having incurred losses. The ,Com~.I
ttee awaited the outcome of the eft'orts of BHEL to pursue its claim 
with their clients. 

24. Government have stated in their reply t.hat an asses~mcnt on 
the status of claims -pending with the customers for export job is 
being made. 

25. The Committee regret that even many years after the comp-
letion of the tum key projects abroad' the assessment of the stata8 
of claims pending with the customers bas not been completed. ... 
far. The Committee urge that this _ould be done early and tile 
daes recovered at the earliest. The Committee would await • report 
In 'this regatd. 
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I. ACcOUn.ting policies of BHEL 

~mmendatlon, Serial No. 29 (Para 29, Part D) 

28. TakfDg Dote of the various shortcomJnglln the accounttDa 
policies of BHEL the Commfttee bad desired that the &cc01lIIdD& 
pal"" prior parlod adjustments, provision of taxation etc. Ibou1d 
be gone into in consultation with the C&AG so that a uniform 
pattern of bringing out the annual accounts could be adopted in a 
manner that a correct comparative picture of the operation of the 
Company would emerge from year to year. 

27. Government have stated in their reply that the exhibition 
of prior period expenditure, the losses of subsidiaries, tax provision 
and profit was in accordance with accepted accounting practices. 
BHEL have re-examined the Accounting Policies and hav«\! pro-
posed certain amendments/amplifications in consultation with their 
statutory auditors. The policies were dis('ussed in an inter-Depart-
mental meeting held in the Ministry of Industry on 8-10-1982 whicb 
was attended by a representative of Bureau of Public Enterprises 
and Statutory Auditors of BHEL amongst others. That accounting 
policies finalised at the meeting have been forwarded. to the . 
C&AG for his comments/concurrence. C&AG's reply is awaited.· 

28. The Committee would urge that the matter should be fin· 
alised 6arly and the changes deelded upon reported to them • 

• At tbe time of rat'tual verification, the Doplrtment of Heavy Indl1ltry informed that 
cA.G's reply hu .ince been received and i. under examination. BHEL iQtimated that the 
latoit poaitioo i. that the CAG has vetted BHBL'. reviled ac:countinr policy and the ace-
OUDtI rOr 1982-.a3 aDd onward will he fina!i.ed in accordance witb the reviled accountinll. 
polity. 



CHAPTER n 
, 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation, Serial No. 1 (Para 1, Part II) 

The Bharat Heavy Electricals Ltd., occupies a crucial position' 
in the energy sector of our economy. The Company has been 
making profit. But the profit is not the only index of its efficiency. 
However, the profit has declined steadily during the period 1976-81. 

l' 
Almost all the major projects commissioned during the period 1974-
81 have fared badly. The capacity utilisation is poor in respect of 
a number of products. . The Company is reportedly facing demand 
constraints as well as production constraints. The exports sales have 
on the whole resulted in losses. There have been heavy slippages in 
delivery of equipments for power plants. The performance of a 
number of power plants installed with BHEL equipments is not 
satisfactory. There is considerable net foreign exchange outgo 88 
a result of operation of the Company. There is scope for better indi-
genisation of production and augmenting exports to minimise the 
foreign exchange outgo. The Committee's conclusions and recom-
mendations arising out of the examination of these issues are set ou' 
in the following paragraphs. 

Reply of Government 

No Comments. 

[Ministry of Industry. (Department of Heavy Industry) O.M. No .... 
(2) f82-HEM dated 28 February, 1983) 

Recommendation, Serial No. 2 (Para Z, Part II) 

The Company draws up i1:s annual budget fixing targets lor pro-
duction, value added and generation of internal resources. Even 
though the plan document does not indicate these targets. the Com-
mittee feel that the plan target for (a) production in physical terms 
of equipment to match the projected additional capacity for power 
generation; (b) value added correlated to the sectoral rate of growth 
indicated in the plan and (c) internal resources derived from tbe 
1'e6ources forecast of the plan should be fixed by the administrative-
Ministry in consultation with the Planning Commission. In future, 

7 
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the plan target for capital investment and targets as derived from 
the plans for production, value added and generation of internal 
resources as well as the achievements should be brought out in the 
Annual Reports and Performance Budgets of the Administrative 
Ministry and BHEL. 

Reply of Government . 
The power supply industry !relies by and target on BHEL for 

supply of major equipment required for their expansion as well as 
.spare parts for them. As such, manufacturing programme of BHEL 
would have to be dovetailed with the power programme, which in 
tum is dependent on the availability of resources, the likely, growth 
in demand for power and growth in other sectors. An overall view 
bf all these matters is taken by the Planning Commission during 
the annual plan discussions with the various State Electricity Boards 
&nd the Central 5ectorCorporations, where the representatives 
'of BHEL Ilre also present. 

Once the Power Plan for each State and the Central Sector has 
'been finalised at the Annual Plan meetings in consultation with aU 
~oncerned authorities including BHEL, there should not be any· 
.difticulty for BHEL to arrive at their annual targets, etc. Since the 
detailed exercises conducted by the Planning Commission are ade-
·quate, Government do not think that any other specific mechanism 
needs to be introduced for ensuring proper· interfacing between 
BHEL and other sectors. 

[Ministry of Industry (Department of Heavy Industry) n.M. No. 
4 (2) /82-HEM dated 28 February, 1983] 

Comments of the Committee 

(please see Paragraph 5 of Chapter 1 of the Report.) 

Recommendation Serial No.3 (Para 3, Part II) 

During the years 1979-81 there was a shortfaU of l\s. 20 ·crores 
in capital investment and in generation· of internal resources. The 

,shortfall in capital investment was attributed to a variety of factors 
.including delay in ordering the machine tools and equipment and 
:procedural delays. The shortfall in generation of internal resources 
has been attributed to reduction of profits which was caused, am-
ong, other things, by import of steel at high cost. ~nd accumulation 
of outstanding dues from customers. In the opInion of the Com~ 
mittee the shortfall could have been avoided to some extent with 
better care. Incidentally the price formula of the BICP is stated 
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to be unrelated to imported steel price. The Committee feel that 
the BICP ought to take into account the higher cost of import of in-
puts wherever import becomes necessary. 

Reply of Government 

Due to the unusual features during the period in question there 
were shortfalls in.capital investment and generation of internal res-
ources of BHEL. In spite of best efforts it may not always be possi-
ble for the company to anticipate all the factors beyond its control 
Jeading to the shortfalls. The suggestion for better care in future 
has been noted. 

2. The question of provision for escalation for increases in costs 
of imported inputs, has been c~msidered in consultation with the 
.Blep who have assured that this would be considered as and whm 
a study on the matter is referred to them in future. They have also 
conveyed that provision of appropriate escalation clausec; for input. 
and input .costs is normally considered by the Bureau as may he 
warranted by the circumstances of each study. 

3. As regards the settlement of outstanding dues from customers, 
Government is seiz~d of the matter and efforts are being made to 
liquidate the dues. 
fMinistry of Industry (Department of Heavy Industry) O.M. No. 

4(9)/82--~~ dated 14 March 1983) 

Recommendation. Serial No. 4 (Para 4. part D) 
The Ministry of Energy is reported to have fixed targets for the 

commissioning of additional installed capacity for power generation 
from year to year ass:gning the share of the BHEL therein. The 
national target and the BHEL's share have been progressively scaled 
down clllTing the period 1978--81 and even then the achievement of 
the BHEL was poor in as much as it was only about 213rd of the 
:-:hare assigned to it. The Committee have, however, been informed 
by the BHEL as per schedule. According to the BHEL there were 
ievement and that there was hardly any case where the commis-
sioning was held up solely on account of non-supply of equipment 
by the BHEL as per'schedule. According to the BHEL there were 
only 4 cases where the de' ayed supply could be one of the factors 
contributing to delay in commissioning. The Ministry of Energy 
did not,' however, agree with the contention of the BHEL. Accord-
ing to that Ministry, while there were delays on the part of the 
pGWer .plant ,authorities there were ,s,lsO delays, on the part of the 
PQuipment suppliers. including BBEL wblch delayed the commii-
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sioning of several projects. The thermal projects which could not 
be commisstoned during the last 5 years due to delayed supply of 
BHEL equipments were stated to be 2 scheduled to be commissioned 
in 1976-77, 3 in 1977-78, 8 in 1978-79, 7 in 1979-80 and 2 in 198()...81. 

Reply of Government 

Observation noted. 
[Ministry of Industry (Department of Heavy Industry) O.M. No. 

4(2) /82-HEM dated 28 February, 19831 

RecommendatioD, Serial No.5 (Para 5, Part D) 

The Committee received an impression that in the past there was 
no effective coordination among all concerned to see that the nat-
ional plans in regard to creation of additional capacity for power 
generation were translated into reality. They have been informed 
that recently at the instance of the Planning Commission harm· 
onograms have been drawn up with the participation of CEA, cust. 
mers and the BHEL and a system of monitoring production based 
on these introduced for bringing about effective coordination in 
implementation of power projects. The Committee hopes that 
BHEL would take care to see that it fulfils its ~mments in future 
taking note of its past failures. 

Reply of Government 

BHEL has already taken action by initiating close dialogues 
with CEA and customers and in consultation with the Planning 
Commission, drawn up harmonograms for the various thermal pro-
jects. These are being monitored regularly to see that all inputs to 
the power stations are available in the right sequence and in time. 
'!'his concept will gradually be extended to other areas such as 
Hydro Power Stations also. 

[Ministry of Industry (Department of Heavy Industry) O.M. No. 
4(2) /82-HEM dated 28 February. 1983] 

Recommendation, Serial No. 6 (Para 6, Part U) 

The BHEL has contended that the present system of reviewing 
j ts performance on the basis of figures of commissioning of power 
projects was not" just. In support of this contention figures of 
megawat-wise production of power equipment during 1978--81 
were give~ to the" Committee and these figures looked impressive 
The .Committee desire that satis(actory method of assessing the 
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performance of the BHEL in regard to production of power equip-
ments should be evolved in consultation with the CEA and the 
Planning Commission. 

Reply of Government 

BHEL manufactures and suppli.~s equipment based on ordel's reo 
ceivfd from various customers in Power and other industrial Sec-
tors. Commissioning of these equipments depends on several other 
factors in addition to supply of equipment. It would, therefore, 
not be correct to measures the performance of BHEL on the basis 
of figures of commissioning of power projects. The timely suppiy 
lIf equipment could be a fair measure of the performance of BHEL. 
At present, Government judges the performance of BHEL on the 
basis of production both in physical and monetary terms vis-a-vis 
the targets laid down. However, as suggested discussions are being 
held with CEA and Planning Commission to examine whether any 
other better method could be evolved for assisting the performance 
of BHEL. 
fMinistry of Industry (Department of Heavy Industry) O.M. No. 

4(2)/82-HEM dated 28 February. 1983.] 

Comments of the Committee 
(Please see paragraph 8 of Chapter I of the Report) 

Recommendation Serial No.7 (Para 7, Part D) 
There were projects costing Rs, 5 crores or more each conl-

missioned during the period 1974-81. There was considerable cost 
overrun in the case of 3 projects. There was, however, no time 
overrun. Despite significant cost overrun the projects were ex-
pected to be viable. However, there were heavy losses on 3 of 
these projects during 1978-81 namely, (i) Transformel' factory, 
Jhansi (loss of Rs. 11.43 crores against anticipated profit of Rs. 4 
crores); (ii) CFFP, Hardwar (loss of Rs. 9.28 crores against anti-
cipated profit of Rs. 20.06 cl'ores); and (iii) SSTP, Trichy (loss of 
Rs. 23.51 crores against anticipated loss of Rs. 2.17 croTes), The 
profits 'on Boiler Plant. Phase-II Project, Trichy were not as 
good a.s anticipated. The Committee expect the BHEL to improve 
Its pro.ects formulation, implementation and operation. 

Reply of Government 

In regard to the 3 new major projects namely CFFP, Jhansi, 
SSTP, a high leve~ Corporate Committee headed by CMD has been 
constituted to revieW the operations regularly' and to ensure that 
break-even is achieved at the earliest. The investment group in 
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the Corporate Office is being strengthened to examine project pro-
posals more critically and assess the impact of changes in the var-
ious assumptions and update the assumptions so that the new in-
vestments reac:h breakeven as planned. II< 

[Ministry of Industry (Department of Heavy Industry) O.M. No. 
4(2)/S2-HEM dated 28 February, 1983] 

Recommendations Serial No.8 (Para 8, Part 11) 

The poor performance 'of the Transformer factory, Jhansi is 
primarily on acount of under-utilisation of capacity, which is caused 
by stiff competition, higher cost of production and lower price ob-
tained than antiCipated. The demand pattern is also' 1I0t in accord-
ance with what was anticipated. Further the technology obained 
from AEI, U.K. in 1956 has become outdated and the competitors 
have gone in for better technology. The Committee suggest that 
updating of technology should be attended to with a sense of ur-
J!encv and attempts should be' made to hreak-even on this project 
soon. 

Reply of Government 

Considerable progress has already been made in identifying 
possible collaborators to update the technology for transformers. 
It is anticipated that the proposal will be sent to Government within 
about 2-3 months. \, 

Detailed plans including product-mix, marke~ing and c:ost reduc-
tion have already been drawn up to make the Jhansi unit viable. 
These are being dosely monitored at the higher;t level by the 
Corporate Committee. 

[Ministry of rndustry (Deptt. of Heavy Industry) Q.M. No. 
4(2)/82-HEM Dated 28 February., 1983.1 

Recommendations Serial NO.9 (Para 9, part 11) 
In CFFP, Hardwar also production is much below DPR antici-

pntions and it is also less than what was budgeted for annually. 
Here again the change in demand pattr.rn is c;tat(>ti to be one of the 
reasons. The tapering of the demand for ~eneration sets like 110 
fo.ftW and 120 M.W is stated to be -faster than expected. There is also 
TPoortedly difficu~ty in technology abs~rption in the field of intricate 
alloy steel casting and forging for thermal and hydro sets. On account 
of the poor performance of this, project, BHEL had to purchase 
locally and import castings and forgingc; to the extent of Rs. 43 
('rores in one year alone (1980-81). 'fhe Committee deSire that the 

.. -_ .... .-:......: __ ._.-...._ ......... , .. _---_._--_._- , .... 
-At th",lim" or f8ellll&1 verification BHEI. intimated that the latelt ~itlon i. that 
both Traflllformcra Factory at Jhan~i and C F F P at Hardwar have tanlid the comer a1\d 
earDcd profits for the Yra!' 1982---·83 
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problems should be overcome <:-arly and the project made viable 
by also exploring the possibilities of mar~teting the products out-
side BHEL. 

Reply of Government 

Detai!ed plans including technology absorption and new market 
exploration have already been drllWll up t:l make the unit viable at 
the earliest. These ,are being monitored at the highest level by the 
Corporate Committee. 

It may also be mentioned that the purcl;tases from outside 
source during 80-81 was only Rs. 30 crores and not Rs. 43 crores· 
Most of this purchase fa:)s outE:ide the range of CFFP. 

[Ministry of Industry (Department of Heavy Industry) OM. No. 
4 (2) /82-HEM dated 28 February, 1983] . 

Recommendation Serial No. 10 (Para 10, Part U) 

The production in SSTP, Tiruchy also is much below t3rget. 
Further, the capacity for production of 40,000 tonnes is yet to be 
fully established. The cost of inputs seems to have been under-
estimated in the DIR projections and there appeared to have been 
no reliable market survey before the project was taken up. The tech-
nological absorption is also reported to be taking longer time than 
anticipated. However, the Committee have been assured that the 
losses were expected to come down and that the BHEL have started 
intensifying demand study since April 1981. The Committee trust 
thAt the project win turn the comer early. Surprisingly, perfor-
mance testing of the plant had not been done within the period of 
guarantee due to non-availability of power. It should be ensured 
that there is no defect in the plant. On two occassions during the 
veRr 1980 power interrup~ion had caused damages to the rotarv 
hearth of the plant. The Committee suggest that the desirability 
of installing a generator should be examined and suitable action 
taken early to avoid recurrence of this phenomenon. 

Reply of Government 

Detailed p!ans (including extensive market survey) have al· 
ready been drawn up to achieve viability at the earliest. The pro-
gress is being reviewed at the highest level by the Corporate Com-
mi.ttee. • --------_ .•.. --_ ..• 
'. The Co~~it'~h~d ~n· i~f~~d·earli;-b; BHEL in a Dote anti by ,bc Cbail'C~Tl 

and Mnnaging Director, BHEI. during evidence that the total value of purcha!le of casting, 
~nd forging' during 1900-81 W8A Rs. 43 crore •. 
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The question of installing a captive power unit at SSTP is 
~liso being examined. 

jMinistry of Industry (Depanment of Heavy Indust.ry) O.M. No. 
4 (2) /82-HEM dated 28 February, 1983] 

Comments of the Committee 

(Please see paragraph 10 of Chapter I of the Report). 

Recommendation Serial No. 11 (Para 11, Part D) 

Incidentally, the CQ~ttee noticed that in 5 cases the project 
approval by Government took more than one year. These are (1) 
Hydro sets expansion, Bhopal (2) SSTP, Trichy; (3) Boiler Auxi-
·1iary Plant. Ranipet. (4) R&D Project, Hydcrabad and (5) Bowl 
Mills, Hyderabad. The Committee are of the view that normally 
it should not take more than six months to clear a project proposal 
even allowing for time for the various scrutinising agencies. They 
hope that delays in project approval would be avoided in future. 

Reply of Government 

.H.ecommendation noteti. Instructions have also been issued by 
the Plan Finance Division on 31-3-1982 to all concerned. stressing 
the need for clearance of the project proposals within a stipulated 
period. 

[Ministry of Industry (Department 'of Heavy Industry) O.M. No. 
4 (2) /82-HEM dated 28 February, 1983] 

Recommendation Serial No. 12 (Para 12, Part II) 

The Value of production of BHEL as a whole ranged from Rs. 474 
crores to Rs. 816 crores during 1976-81. The targets for prodUction 
are set by the Company on the baSis of the expected demand IUld 
not on the basis of available production capacity. There is considerable 
under-utilisation 'of the capacity. This is in the area of thermal sets of 
lower rating, hydro sets, nuclear steam generation eqUipment, indus-
trial electrical machines, compressors, capacitors, energy meters etc. 
Lack of demand, technological problems and difficulty in matching the 
pattern of demand with production capability are stated to be the 
main reasons for the underutilisation. The Committee have, how-
ever, been informed that in regard to thermal 'Sets with the adoption 
of modular concept, BHEL would be favourably placed in the year~ 
to come. The Committee desire that the -possibility of exporting the 
products facing domestic demand constraints should be explored 
and optimal utilisation of the capacity ensured. 
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Reply of Govemment 

BHEL is making every attempt to fuly utilise the available 
capacity. Where demand constraints pose problems, attempts are 
being made to use the facilities for other products. Simultaneously, 
the Exports Division has identified specific areas abroad where efforts 
should be concentrated and is exploring possibility of export of 
these products. 
IMinistry of Industry (Department of Heavy Industry) O.M. No.4 

(2) /82-HEM dated 28 February, 1983] 

Recommendation Serial No. 13 (Para ISJ Part II) 

The BHEL's products cover broadly 22 groups and 5 of these re-
portedly face production constraints and 7 face demand constraints. 
Production constraints are stated to be largely in the nature of 
power cuts, non availability of wagons, special steel, imported com-
ponents and insulating materials and delay in receipt of sub contract 
items. Some of these factors are controllable. In this connection 
the Committee note that the wagon positipn as well as the indigenous 
availability of steel have shown improvement lately. The Committee 
recommend that capacity for indigenous production of insulating 
material's should be established as early as possible. 

Reply of Govermnellt 

BHEL has been making efforts to remove this production cons-
traint by developing indigenous sources· Action has been taken for 
encouraging indigenisation of insulating material to the exten t 
possible. Specifically BHEL has entered into a collaboration with 
}'IITCO a Bihar Government undertaking for providing know-
"ow for manufacture of insulating material. Development orders 
for Mica paper products have also been placed on exiSting manufac-
turer in the private 'Sector and efforts are also being made to promote 
uncillarisation at Goindwal. The requirement, specification etc. 
have already been given to the suppliers. The production facillti~ 
of insulating materials at Bhopal ~ also -being geared up. It is 
expected that with these efforts the hold up in the field of insulating 
materials could be avoided. 

[Ministry of rndustry (Deptt. of Heavy Industry). O.M. No. 
4(2)/82-HEM Dated 28 February, 1983.1 

Recommendation Serial No. 14 (Para )4, Part II) 

As regards demand constraints the products such as oil rigs, 
compressors, switchgears, billets It blooms, seamless tubes, meters 
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and capacitors have been mentioned. to the Committee: According to 
the BHEL, imports of compressors have been allowed for fertilizer 
,~rojects on the advice of consultants although BHEL compressors 
,would have served the purpo~. The Secretary, Heavy Industry, 
Was of the view that precaution to ensure better utilisation of indig-
enOus capability has not been taken from the very beginning, The 
Committee desire that the matter should be taken up with the 
concerned departlnents like Department of Fertilizers to avoid at 
leas~ in future import of equipments which could be supplied by 
BHEL. In this connection the Committee would urge that as far as 
Possible multiplicity of designs should not be inducted into the coun-
try and that:there should be a measure of standardisation, 

Reply of Government 

In the matter of import of compressors where the capacity of 
BHEL is under-utilised, further efforts are being made to persuade 
the Department of Fertilizers to disallow imports and to introduce 
• measure of standardisation. 
'[Ministry of Industry (Department of Heavy Industry) O.M, No, 4 

(2) /82-HEM dated 28 February, 1983] 

Comments of the Committee 
(Please see paragraph ,13 'of Chapter I of the Repori) , 

Beeommendation Serial No. 15 (Para 15, Part II) 
Demand constraints in regard to switch-gear are on aceountof 

outdated teclmology of BHEL and the competition it faces. How-
ever, the Committee note that the BHEL is going in for collaboration 
with Mis. Siemens of West Germany for SF-6 circuit breakers, 
which is'.an area where teclmological. upgradation has been keen),y 
felt. The Committee hope that the BHEL product would becorire 
eom.petitive soon. 

Reply of Government 

The transfer of teclmology from MIs. Siemens for SF-6 circuit 
breakers has already been initiated. It is envisaged that with the 
introduction' of this technology BBEL's product will soon become 
more competitive. 
[Ministry of Industry (Department of Heavy Industry) O.M. No.4 

(2) /82-HEM dated 28 February, 1983] 

Reeommendation Serial No .• (Para 16, Part II) 

Although it was expected that M per cent production of the 
large-size forged blooms would be sold outside, it did not materialise. 
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Further, price-wise the product does not seem to be competitive. 
The internal use of the blooms produced is also less on account or 
the change in the product profile of BHEL. The Committee, how-
ever, note the attempts being made to explore sale to steel pl'ants, 
defence department etc. Optimal capacity utilisation should be 
acweved early. 

Reply of Government 

BHEL has been exploring sale to the steel plants, defence depart-
ments etc. It is anticipated that with the creation of new m'arkets 
the capacity Utilisation will improve. 

[MiniStry of Industry (Department of Heavy Industry) O.M. No.4 
(2) /82-HEM dated 28 February, 1983] 
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Recommendation Serial No. 17 (Para 17, Part II) 

The capacitors are used for power factor correction in electrical 
transmission and distribu.tion networks and systems and for better 
voltage regulation thereby reducing power loss to the nummum. 
However, the demand does not match the capacity for production 
available in the country. In this connection, the Committee desire 
that the State Government should be persuaded to enforce the 
Indian Electricity Act and Rules making it obligatory for the users 
to improve the power factor by insmlling capacitors. This would 
be in the natMnat interest of avoiding power losses and incidentally 
this would also make [or better u.tilisation of the capacity for pro-
duction of capacitors. 

Reply 01 Government 

Committee's recommendation bas been conveyed to Ministry of 
Energy (Department of Power) for further examination 'and appro-
priate action. 
[Ministry of Industry (Department of Heavy Industry) O.M. No. 

4(9)/82-HEM dated 14 March, 1983.1 

Comments of the Committee 

(Please see paragraph 16 of Chapter I of the Report) 

Recommendation Serial No. 18 (Para 18, Part D) 

According to the BHEL, the licensing policy of the Government 
has also to some extent caused demand constraints for 
i t8 products. The Company has given various suggestions in order 
to avoid unhealthy comp-etition and made for coordinated eft'orts to 
meet the needs of the Country. The Committee hope that these 
suggestions would be taken note of and such ,corrections to the 
Licensing Policy made as would make for optimum utilisation of 
resources. 

Reply of Government 

The suggestions of BHEL mentioned. are presumed to be the 
suggestions given by Chairman & Managing Director, BHEL as men-
tioned at para 36 of Part I (III) of the Report. 

These suggestions of BHEL have been examined by this Depart-
ment in consultation with the Department of Industrial Develop-
ment. While approving capacities and gr.anting industrial licences 
under the existing licensing policy, factors such as demand and 
supply of goods to be produced the capacities already available and 

A 
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tapacities likely to 'materialise in future, 'export proipects etc. are 
already being taken into account and no correction to the policy is 
considered necessary. 

[Ministry of Industry (Department of Heavy Industry) O.M. No. 
4 (5) f82-HEM dated 5 March, 1933] 

Recommendation Serial No. 19 (Para 19, Part II) 

Till 1977-78 thermal sets, hydro sets and traction equipments were 
in the monopolistic range of BHEL products. However, after libera-
lisation of import policy in April, 1978, the power generation equip-
ments are stated to have been included in the list of items all()wed 
for global tendering. As 'a result BHEL has lost some business. 
Further, in non-IDA global tenders, the BHEL is reported to have 
suffered on account of customs levies on imported raw materials 
and components which made its products uncompetitive compared 
to Its foreign competitors. However, according to the customs 
taritI, imports of components and raw materials for specific projects 
are eligible for lower flat rate of duty of 50 per cent. ad valorem 
subject' to the condition that the 'imports are recommended by the 
DGTD and attested by the licensing authorities. The difficulties in 
ensuring this are stated to have been taken up with the Ministry 
of Finance. The Committee recommend that the question of amend-
ing Project Import Regulations should be considered early. 

Reply of Government 

The Uepartment of Heavy Industry and BHEL have already taken 
up this matter with the Ministry of Finance and are· following it up. 

IMinistry of Industry (Department of Heavy Industry) O.M. No.4 
(2) /82-HEM dated 28 February, 1983] 

Comments of the Committee 

(Please see paragraph 19 of Chapter I of the Report) 

Recommendation Serial No. 20 (Para 20, Part II) 

The total purchases of raw materials and components. stores 
and spares of the BHEL ranged from Rs. 380 crores to Rs. 490 crores 
during 1978---81. The Committee feel that to the extent possible 
the purchases should be centralised in order to derive the bulking 
advantage. 
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Reply of Gove~t 

A Committee has been constituted which has identified cert~in' 
items for centralised procurement and the matter is being reviewed 
from time to time. 

(Ministry of Industry (Department of Heavy Industry) O.M. No.4 
(2) /82-HEM dated 28 February, 1983] 

Recommendation Serial No. 21 (Para 21, Part II) 

About 60 per cent Of the total purchases of raw material and 
components came from abroad. In such a situation it cannot be 
claimed that satisfactory progress has been made in indigenising 
production. However, the Department of Heavy Industry have in-
formed the Committee that in terms of cost of production the 
import content is only 22 per cent. Nevertheless, the Committee 
find tlu&t the annual net foreign exchange outgo as a result of the 
operation of the BHEL ranged from Rs. 129 crores to Rs. 177 crores, 
during 1977-81. In view of the increasing foreign exchange gap 
it is necessary to put through schemes for faster indigenisation of 
raw materials and components and augment exports of goods and 
services .. Since there was no specific programme of indigenisation 
mentioned in the earlier DPRs, systematic plans should be drawn 
up in respect of all the old projects and implemented under a time 
bound programme. It 'Should also be ensured that the anticipations 
of the Jater DPRs in respect of CFFP, SSTP etc. are realised accord-
ing to the programme indicated. 

Reply of Government 

DetaUed indigenisation programmes have been drawn up f~r each 
of the projects. Exclusive groups are also being set up in the Units/ 
Corporate Office for. monitoring the progress. Further efforts are 
also being coordinated with Corp. R&D to speed up the process of 
indigenisation. Policy constraints, removal of which may help the 
process are also being examined. 

[Ministry of Industry (Department of Heavy Industry) O.M. No.4 
(2) ~2-HEM dated Z8 February, 1983] 

Recommendation Serial No. ZZ (Para 22, Part U) 

The efficiency of an enterprise like BHEL cannot assessed pro-
perly without regard to the degree of U'ser satisfaction that it has 
given. The Committee, therefore, . went into .the performance of the 
BHELln regard to timely delivery of eqUipment and the quality of 
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the equipments installed in the various power plants. Though 
tneI"e 'Bl'e signs of improvement, lhe performance cannot be regarded 
llS satil1 factory yet. . 

Reply of Government 

BHEL have already in~tiated action to ensure timely, sequential 
delivery of equipment. The entire delivery programme forms a part 
of the harmonograms drawn up for each project. Slippages which 
are likely to affect commissioning are being montoted at the highest 

. level in the Corporate Office. 

Quality Circles are being introduced in all the plants. The idea 
of importance of quality is being emphasised to all the employees so 
that adequate care is taken at different stages. Certain other mea-
sures are also under examination for further improving the quality 
of equipments. 

fMinistry of Industry (Department of Heavy Industry) O.M. No.4 
(2) /82-HEM dated 28 February, 1983] 

Recommendation Serial No. ~ (Para 23, Part 11.) 

From the details of user-wise sale of plant and equipment by 
Bhopal and Hyderabad units of BHEL ca'Sting Rs. 3 crores and above 
in each case, the Committee have noted that in a number of cases 
there were long delays in delivery and serious complaints regarding 
quality. The del'ays were more than one year in 10 cases. Not all 
the reasons attributed by the BHEL for the delay were unavoidable. 
The Committee desire that such delays should be avoided in futUre. 
Any capacity constraint in fulfilling this objectiV'e should be removed 
soon. Further, standardisation of the equipment specifications and 
layouts for improving delivery of equipment at sites should be com-
pleted without further loss of tim~. The Committee have already 
mentioned about the delay in commissioning of projects for which 
the BHEL was ::1180 !""~;po,;.;:ble in ,as many as 22 -cases during the 
last. 5 ye1rs. 

Reply of Government 

As already 'explained Harmonograms have been drawn up for. 
each thermal projects and the delivery is being monitored at the 
higest levels to ensure that there is no delay. Action has a1so been 
taken to remove the capacity constraints noticed. A critical watch 
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is being kept on all aspects to ensure that action can be initiated 
before any other capacity constraints cause delays. Periodic review 
meetings are held· to monitor implementation of orders for Projects 

Dialogues are underway with CEA and the customers to expedite 
standardisation of equipment specifications and layouts. 

[Ministry of Industry (Department of Heavy Industry) O.M. No.4 
(2) j'82-HEM dated 28 February, 1983] 

Recommendation Serial No. 24 (Para 24, Part II) 

The BHEL has come in for criticism mostly in regard to the fWlC-

tioning of its boilers and generating sets. The Committee have been 
informed by the Ministry of Energy that against the all-India average 
plant load factor for the thermal power system ranging from 44-7 
per cent to 48.4 per cent during the years 1978-81 the plant load 
factor of BHEL make units was less than 25 per cent in 1980-81 in 
the case of 4 units of 200/210 MW group and 8 units of 110/120 MW 
group. Though according to the CMD, BHEL this did not indicate 
the poor performance of the BHEL equipments and the plant load 
factor of a unit depended on a variety of factors besides the BHEL 
equipment, the fact remains that admittedly the old Czech design 
of 110 MW sets gave trouble and there were also deficiencies in . 
200/210 MW sets, 13 Of which were manufactu>:'d without field 
trials. A project renovation programme was taken up in September 
1977 and thi'S covered 31 thermal units at 14 stations and go hydro 
mits at 3 stations. A sum of Rs. 16.46 crores have been spent on 
this programme during 1977-81. A number of units already re-
novated have not shown improvement. The problems relating to 
110 MW sets have not been fully overcome yet. The Committee 
recommend that BHEL should keep continuous watch on the per. 
formance of its units by 'Sending expert teams regularly in order 
to make such improvements as may be necessary thereby preserving 
its image better. 

Reply of Government 

A continuous watch is being kept on the performance of all BREL 
sets and consultatiQns are being held with the customers to eru;ure 
high performance of these sets, given all necessary inputs, such as 
specific quality of coal, adequately trained manpower etc. 

{Ministry of Industry (Departme~t of Heav~ Industry) C.M. No.4 
(2) /62-HEM dated 28 February, 19831 
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Recommendation Serial No. 26t (para 26, Part U) 

The Committee agree to some extent that the performance of 
Power plants depended on system dsign, quality of coal, quality (If 
mainte.nance and other management factors. This calls for an iriitia-
tive from the Central Electricity Authority for a review in order 
to identify the factors that ~e responsible for poor performance of 
the various power plants in the country. In this connection the 
Committee note that the CEA has constituted inter-disciplinary 
teams to go into these aspects in details and initiate necessary re-
medial action. This should be completed early. Further there 
should be a standing high level committee consisting of Chairmen 
of CEA, BHEL, Railways IL, Kota, Coal India etc. to periodically 
meet and identify problems in regards to coal for timely corrective 
steps. ,Further. in the opinion of the Committee it should be the 
responsibility of the BHEL to proVe the performance of power plants 
and for this purpose the clients should be encouraged to entrust 
power plant construction on a turn-key basis to the BHEL. 

Reply of Government 

The Committee's recommendation that the inter-disciplinary teams 
constituted by CEA to examine performance of Power plants should 
complete the task early has been conveyed to the Ministry of Energy. 
Regarding Committee's recommendation that there should be a 'stand-
ing high level committee to meet· periodically and identify the pro-
blems in regard to coal for timely corrective steps, it is submitted 
that the supply of coal to power stations is monitored at various 
levels in Coal India and the Government. The standing linkage 
Committee comprising the representatives of Ministry of Energy 
(Department of Coal), Ministry of Railways, Central Electricity 
Authority, Planing Commission etc. also reviews this matter perio-
dically. Therefore, the institution of the proposed high level com-
mittee is . not considered necessary. Government and BHEL have 
noted the CQmmittee's recommendation that it 'Should be the respon-
sibility of BHEL to prove the performance reliability of Power plants 
and for this purpose the clients should be encouraged to entrust 
power plant construction on a turn-key basis. However, in the 
ultimate analysis the efficiency of a machine would depend on how 
the user handles it. • 
fMinistry of Industry (Department of Heavy Industry) O.M. No.4 

(9) f82-HEM dated 14 March, 1983) 

Comments of· the Committee , 
(Please see paragraph 22 of Chapter I of the Report) 
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Recommendation Serial No. 26, (Para 26, Part D) 

The after-sale service seems to have been a neglected area of 
theBHEL's operations until rec-ently. The Committee would urge 
that the repair shops should be set up in all regions without delay. 
The provisioning for spares should receive better attention. The 
overdue orders for spares shou~d be liquidated without delay. In 
future demands for spares should be ascertained systematically and 
manufacture planned for timely "delhrery. 

Reply of Government 
The proposal for creating one regional repair shop at Varansi 

has been cleared by BHEL Board and for others the proposal is 
under tinalisation. A detailed plan had already been dTawn up to 
liquadate spare:; due in 1981-82 by December 1982. Attempts are 
being made to collect data and estimate demand for spares more 
realistically so that the manufacture can be planned accordingly. 
The customers are also being requested to assess their spares re-
quirement and place orders on BBEL sufficiently in advance. 

[Ministry of Industry (Department of Heavy Indu.try) 
O.M. No. 4(2) /82.HEM dated 28 February, m3l· 

Recommendation Serial No. 27 (para 27, Part II) 

The overall profiit of the BHEL (excluding prior period adjust-
ment and tax provisions) came down gradually from Rs. 62.9- crores 
in 1975-77 to Rs. 37.5 crores in 1980-81. Four out of 9 divisions of 
the Company were incurring huge losses throughout the period 
1976~81. The losses on these divisions (Jhansi, CFFP, SSTP and 
OPD) aggregated Rs. 70.6 crores. The Bhopal Division has shown 
considerable deterioration in regard to profitability and the profits 
came down from Rs. 18.7 crores in 1976·77 to Rs. 1.29 crores in 1979~ 
80 (increased to Rs. 7.1 crores in 1980-81). Taking note of the ob-
servations contained in this Report, BHEL should evolve suitable 
strategy to arrest the deteriorating trend in profitability and stabi-
lise the profits at a reasonable level to creat sufficient internal 
resources for future needs. For this purpose it is necessary thilt 
new units are made viable, capacity utilisation improved and better 
marketing of the products ensured. The Committee would await 
the steps taken in this regard. 

Reply of GOvernment 
A$ mentioned earlier, a high level Corporate Committee under 

the Chairmanship of the CMD has baen constituted to review and 
monitor regularly the viability programmes of the new units. The 
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detailed plans tor each of the unit have already been drawn and 
are under implementation. These include such areas as change at 
product-mix, creation of new market areas, technology absorption, 
cost reduction etc. With these units attaining even, the profitability 
of BHEL is expected to stabilise. The deteriorating trend in profi-
tability has already been reversed and the profit before tax for year 
1981-82 is Rs. 51.65 crores (3.pprox.) 

[Ministry of Industry (Department of Heavy Industry) 
O.M. No. 4 (2) /82-HEM dated 28 February, 1983]. 

Recommendation S.erial No. 28 (para 28, Part II) 

There were 6 major turn-key projects taken up by BHEL abroad 
costing as. 3 crores and above each completed during the last 5 
years. There was aggregate loss of Rs. 22.84 crores in these pro-
jects. all except one of whj.ch having incurred losses. The Com-
mittee would await the outcome of the efforts of BHEL to persue 
its claim with their clients. In future care should be taken to see 
that at least no losses are incurred on exports. 

Reply of Government·· 

An assessment on the· status of claims pending with the custo-
mers for export job is being made. The estimation and pricing for 
all export jobs is being carefully scrutinised to ensure that no losses 
'are incurred in future. 

[Ministry of Industry (Department of Heavy Industry) 
O.M. No. 4 (2) /82-HEM dated 28 February, 1983]. 

Comments of the Committee 

(Please see paragraph 25 of Chapter I of the Report). 

Reeommendation Serial No. 29 (para 29, Part U) 

The net profit of Rs. 37.52 crores for the year 1980...81 shown in 
the accounts did not depict the correct picture. This did not in-
clude an extraordinarily high pri'or period expenditure adjustment 
of lb. 10.88 crores. It did not also include losses of. the order of 
Rs. 10.11 crores on the erstwhile subsidiaries at the BHEL. Further 
though according to the Annual Report (1980-81) no tax provision 
was necessary in that year on account of tax benefit availed on the 
past losses of the subsidiaries, the Committee was informed that the 
tax liability was there to the extent of Rs. -1.25 crores on a taxable 
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profit of. Rs. 7.13 crores and that no prOVISIon was made as the 
provision already available was adequate to cover thi'S tax liability. 
There were a number of comments on the accounts for the year 
1980-81 by the Comptroller and Auditor General of India under 
Section 619(4) of the Companies Act, 1956. The effect of the 
comments was that the profit was overstated to the extent 01 
Rs. 20 crores. It appeared from the comments that the C & AG was 
not satisfied with the accounting policies of the Company in 'Bome 
respect. In view of all these, the Committee desire that the account-
ing policies, prior period adjustments, provision of taxation etc. 
should be gone into in consultation with the C & AG so that a 
uniform pattern of bringing out the annual accounts could be adopted 
in a manner that a correct comparative picture of the operation of 
the Company would emerge from year to year. 

Reply of Government 

The exhibition of prior period expenditure, the losse'S of subsi-
diaries tax provision and profit was in accordance with accepted 
accounting practices. BHEL have re-examined the Aocounting 
Policies and have proposed certain amendments/amplifications in 
consultation with their statutory auditors. The policies were dis-
cuS'sed in an inter-Departmental meeting held in the Ministry of 
Industry on 8-10-1982 which was attended by a representative of 
Bureau of Public Enterprises and Statutory Auditors of BHEL 
amongst others. That accounting policies finalised at the 1'!leeting 

. have been forwarded to the CAG for his comments/concurrence. 
CAG's reply is awaited· 

[Ministry of Industry (Department of Heavy Industry) 
O.M. No. 4(2)/82-HEM dated 28 February, 1983]. 

Comments of the Committee 

(Please see paragraph 28 of Chapter I of the Report). 
Recommendation Serial No. 30 (para 30, part II) 

The working capital of BHEL which was Rs. 253.51 crores at 
the end of March 1979 had increased to Rs. 390.31 crores at the end 
of March 1981. The working capital was locked up in inventories 
and book debts. The 'inventory holding as at the end of March 
1981 was ·of the order of Rs. 670.09 crores and the volume of book 

•. -_ .. - .-_ .... -_._---
• At the time factual verification, the Depart~ent ~i-iie~~~ Ind~~try I;. 

formed that CAG's re}?ly has since been received and is under examina-
tion. BHEL intemated that the' latest position is that the CAG has vetted 
BHEL's revised accounting poliey and the accounts tor 1982-83 and onward 
will be ftnalised in acoordance with the revised accounting pOlicy. 
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debts was Rs. 3050.61 crores. The inventory holding 1'8 admittedly 
higher than what is should be. The years 1978-81 were stated to 
be bad years in respect of receivables. The Committee would urge 
that steps should be taken to avoid accumulation of inventory and 
book debts in future. 

Reply of Government 

The question of payment of outstanding dues of BHEL has been 
taken up at the highest level. In certain cases Minister of Industry. 
Steel and Mines has also written to Chief Ministers of the various 
States, for expeditious clearance of the outstanding dues. Further, 
.recently the Committee of Secretaries considered the question ot 
outstanding payments to BHEL. In accordance with these decisions 
the outstanding amounts against the various State Electricity 
Boards as on 30th September, 1982 have been 'Segregated into two 
parts and the Government is considering allocation of additional 
funds to the States as adV'ance Plan assistance in order to enable 
State Electricity Boards to discharge BHEL dues relating to the 
period upto March, 1982. 

As regards inventories, Corporate Office is monitoring the status 
on a continuing basis. It has also been decided to: 

(a) Keep control on all high value funds commitments. 

(b) Give credit to production only on despatch. 

(c) Attempt centralised control for purchase of high value 
items. 

[Ministry of Industry (Department of Heavy Industry) 
O.M. No. 4 (2) /82-HEM dated 28 February, 1983]. 

Recommendation Serial No. 31 (Para 31, Part U) 

The Committee are of the view that the performance of the 
BHEL would have been better had it been kent under close review 
by the Board 'as well as the administrative 'Departme·nt. In this 
connection the Committee note that there were only 4 meetings 
taken by the Department of Heavy Industry to review the perfor-
mance during the 4-year period 1977-81. However, they have been 
assured that there will be effective monitoring and arpraisal in 
future on the basis of the new format for management reporting 
evolved recently. The Committee suggest that the reviews by the 
Board and the administrative Department should cover reliable 
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inter-firm comparison with a view to identifying the areas where 
improvement i'S possible. Incidentally, the Committee suggest that 
the question of restructuring of the BHEL in order to make it 
efficient and competitive should also be kept under constant review. 

Reply of Government 

Recommendations noted. 

[Ministry of Industry (Department of H-eavy Industry) 
O.M. No. 4 (2) /82-HEM dated 28 February, 1983]. 

NEW DELHI; 
April 14, 1983. 
Chaitra 24, 1905 (Saka) 

MADHUSUDAN V AIRALE. 
Chairman, 

Committee on Public Undertakings. 
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