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INTRODUCTION 
I. the Chairman. Committee on Public Undenakinp having boca 

authorised by the Committee to submit the Report on their behalf. PreaeDt 
this 45th Report on Action Taken by Government" on the recommonda-
tions contained in the 36th Report of the Committee on Public Undertak-
iniS (Tenth Lok Sabha) on Gas Authority of India Umited. 

2. The Thirty-Sixth Repon of the Comminee on Public UndertakiDp 
(1994-95) was presented to Lot Sabha on 20th December. 1994. Replica of 
the Government to all tbe recommendationa contained in tbe Report wore 
received on 29th November, 1995. The Committee on Public Undertakinp 
(1995-96) considered and adopted this Report at their sittina bold on Utb 
December. 1995. 

3. An analysis of the action taken by Government on the recommenda-
tions contained in the 36th Report (1994-95) of the Committee is givcn in 
Appendix v. 

NEW DELHI; 
December 18, 1995 

Ag,ahGYGruJ 27, 1917 (5Gb) 

(v) 

KAMAL CHAUDHRY. 
Clullrmtlll, 

Committee on Public Undntlllcin". 



CHAPTER I 

REPORT 
The Report of the Committee deals with the action t~en by Govcrn-

ment on the recommendations contained in the Thiny-Sixth Repon (Tenth 
Lok Sabha) of the Committee on Public Vndenakings (1994-95) on Gas 
Authority of India Limitcd which was prescnted to Lok Sabha on 20th 
December, 1994. 

2. Action Taken notes have been received from Govcrnment in respect 
of aU 26 recommendationS contained in the Report. These have been 
cateloriaed as follows:-

(I) Recommendations/Observations that have been accepted by Govern-
mcnt:-
SI. Nos. 1,3,4,5,6,7,8,9,16,17,18,19,20,21 and 22. 

(ii) Recommendations/Observations which the Committee dO' not desire 
to pursue in view of Government's replies:-
SI. Nos. 12 and 13. 

(iii) Recommendations/Observations in respect of which replies of 
Government have not been accepted by the Committcc:-
SI. Nos. 2. 15. 23 and 25. 

(iv) Recommendations/Observations in respect of which final replies of 
Government are still awaited 
SI. Nos. 10.11,14,24 and 26. 

3. The Committee desire tbat Dna! repHes In respect of recommendations 
for which oilly interim replies have been liven by Government should be 
furnished to the Committee expeditiously, 

4. The Committee will now deal with the action taken tJy Government 
on some of the recommendations. 
A. Projects for Fractionation of Gas 

(Recommendation St. No. 1 & 17) 

5. While noting that the main objectives of the Company were to 
transport, treat, process, fractionate, purify and to generally deal in 
marketing of natural gas and natural gas liquids, the Committee had 
observed that GAIL had not been able to achieve its objectives ill regard 
to setting up of fractionating facilities for using the gas fractions for higher 
value additions to the extent it was expected to do. The Committee had 
desired the company to at least now gear up to meet the challenges that 
arc cxpected to come up in the face of expected substantial increase in the 
consumption of gas. The Committee had also observed that GAIL suft'crcd 
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hcavily over the years on account of selling of this gas as lean gas. There 
was much delay in conceiving thc projects for fractions of natural gas 
which resulted in huge losses to the national exchequer. They had, 
9hercfore. recommended that for the pipeline projects to be taken up in 
future care be taken so that projects for fractionations of ga5 come up 
simultaneously. 

6. Government have in their reply stated tbat it is true that the facilities 
of extractions of high value components of natural gas have not been set 
up to the optimum extent. In order to maximise the production of gas 
fractions for higher value additions GAIL has set up 3 LPG plants for 
extraction of LPG (2 at Vijaipur and 1 at Vagodhia), having a capacity of 
4.79 lacs lonnes per year. The Company has the facilities to extract 
Propane, SBP Solvent and Pentane etc. with an annual capacity of 
1,00,000 TPA which is under expansion to 2,00,000 TPA. GAIL is setting 
up an LPG Plant at Lakwa, Assam for the production of 85,000 TP A of 
LPG from 2 MMSCMD of natural gas. The Company is also setting JlP a 
139 .• 500 TPA LPG plant at Usar, Maharashtra which will process around 
S MMSCMD of natural gas. The proposal for LPG extraction from the 
additional gas to be available in the HBJ pipeline after upgradation, is 
under finalisution. However, according to audit the project at Lakwa which 
was scheduled to be completed by May. 1996 is DOW scheduled to be 
completed by January. 1997 and the Usar Project whkh was expected to 
be completed by March, 1997 is now expected to be completed by August. 
19~. ~ 

7. The CUlRlnittee wuuld again emphasize that all eft'orts shuuld be made 
so as to eDsure that projects for fractions or las which are in band and 
which will be taken up in future cume up simultaneuusly with the pipeline 
projects and there Is no further slippages in this recard. 
B. Signing oj' Memorandum of Understanding 

(Recommendation SI. No 1) 
8. The Committee had deprecat~d the inordinate delay on the part of 

the Administravite Ministry in approving the MOU. The Committee also 
felt that in order to make the system of MOV. more effective and to give 
adequate time to the company to fulfil its obligations under the MOU. the 
same should be signed ~cll before the beginning of the financial year. 

9. In their reply the Mj.nistry have stated that the draft MOUs submitted 
by the PSUs arc discussed in the meetings of Ad-hoc Tn~k Force and 
thereafter by the High Powered Committee under the Chairmanship of 
Cabinet Secretary. It is only after the clearance of the High Powered 
Committee the MOUs can be finalised by the Ministry. Since the 
Dcpartnu:nl of Public Enterprises is the Adminislnttivc Department 
concerned. th"c observations of Committee were communicated to that 
DepurtJl1Cflt for examination. The Department of Puhlic Enterprises hllve 
poinled (lllt III", (lVCr 100 PSEs arc signing MoUs since lasl :\ years. The 
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MoU proccs., involves 3 parties viz. PSE, Administrative Ministry and the 
Ad·Hoc Task Force (A TF) and is completed in 4 stages. The Department 
of Public Enterprises have added that the early signing of the MoU is 
critically dependent on the submission of the revised MoUs by the PSEs on 
the basis of the MoU meeting and after consultation with the Ministry. 
The Depenmcnt has time and again impressed on the PSEs the need to 
submit revised MoU within minimum time so that clearance from the High 
Powered Committee (HPC) can be obtained in the month of April itself. 
So far as GAIL is concerned, the MoU for 1994-95 was approved by the 
HPC in June, 1994 and the MoU was signed in July, 1994. For 1995-96, 
the approval of the HPC was received on 11.8.1995 and the MoU has been 
signed on September 15, 1995. 

10. The Committee are dismayed to rand that despite their empbatl~ stress 
00 early silnlng of tbe MoU 10 tbelr Report preseoted In Detember, 1994, 
tbe MoU for tbe year 1995·96 was sllOed on 15th September. 1995. While 
the proeedure for signing of the MoU liS lit present miKbt be somewhat 
lengthy the time taken at each stage to sign the MoU has not been given In a 
chroaololical urder to pinpoint the stale where the delay actually occurred. 
The Comnlittee lire, buwever, of tbe firm view that in case the " .. umpaoy aod 
the Admlnlstrallve Ministry Initiate the MoU process at am early stage, 
timely signinK of l\fuU CIUl ~ made very much possible. Moreover. since the 
slgnlnl of the MoU is crUiclIlIy dependent on the submission etf the revised 
MoUs by the PSEs on the basis of the MuU meeting and consuUation with 
the Ministry, the Committee need hardly emphasise thai the Ume gap 
between the MoU meeting and the submission or the revised MuV shuuld be 
reduced to the minimum so as to facilitate early clearance frum the Blah 
Power Committee. They would also suggest that Government should further 
simplify the prm.'4:dure fur signing the MoU so that the delays can be 
avoided. 

C. Non1ulJi/mfllf oJ Ministry's obligations under MoU 
(Recommendation SI. No.3) 

11. The Cummittee h,ld observed that in reality. the MoU companies 
have not been given the autonomy to the extent it is required ill fulfilling 
the objectivcs and missions. The Committee had also observed that while 
the company binds itself to specific milestones and targets. there arc no 
means to ensurc '. that the Ministry also fulfils its obligCltions under the 
MoU. The Committee had, thereforc, recommended that whilc making 
asses.c;mcnt uf the MoU of a company. in case of the failure of tlJe 
Administrative Millistry to fulfii its obligations. some responsibility be 
fixed on the Ministry also and suitable al;tion taken against thc persons 
held respollsible, 

12, III their reply the Ministry have stllied Ilwl the Dl.'parlllll.'1I1 of Publil' 
Enterprises. whkh is wnccrncd with the implementatioll of Ihe MoU 
scheme h~ve reported that th~y arc aware of the need for assigning 
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responsibility on the administrative Ministry with regard to fulfilment of 
their obligations under the MOU. They fully agree with the recommenda-
tion of the Committee that while making assessment of the MOU of a 
Company, so~e responsibility be fixed on the Ministry also. This alone can 
make the M9'U system morc effective. The matter will be taken up for 
discussion in the forthcoming meeting of High Power Committee. 

13. Tbe Committee are dismayed to find that Httle action bas been taken 
on the recommendations of the Committee. Thoup more tban 10 mouths 
ban passed when the Committee had liven Us Report, the maUer II ItW 
pendlnl at the bUllion _e. The Committee desire tbat examlaadon of 
the matter should be expedited aad provisions made witb I view to flxiDC 
lOme relpoulbility on the Administrative Ministry also in ease of their 
failure to fulftl their obll&atloas under the MOU. Tbe CommItlce would also 
like to be lDformed of the actual declsions taken in this recard. 
D. Corporatt Plan 

(Recommendation SI. No.8) 
'.; .. " 14. The Committee had observed that GAIL had prepared a Corporate 

Plan for the period 1992-2002 and submitted it to the Ministry of 
Petroleum and Natural Gas in February. 1992 and its approval was awaited 
from the Ministry. Since there was no specific request for approval, tbe 
Ministry felt it had been sent for record only, The Committee had 
deprecated such lack of coordination bctw_een the company and" its 
Administrative Ministry and expected greater and close coordination 
between the Administrative Ministry and the Compaiiy in future. 

15. In their reply, the Government have stated that the question of 
approval of the Corporate Plan has been carefully considered in the 
Ministry. Since the Corporate Plan was prepared in 1992 many of the 
projections made at that time are no longer valid. GAIL has accordingly 
been asked to update the plan which will then be examined in consultation 
with the Planning Commission and other concerned Ministries. 

16. The Commitlce desire t!lat since " period of four years bas already 
elapsed whe!l the Corporate Plan should have commenald, the Plan should 
be ftnallsed witbout further delay under InUmation to tbe Committee. 
E. Litigation with· Consortium 

(Recommendation SI. Nos. 10, 11 & 14) 
·11. Two agreements were signed by GAIL and the Consortium on 10th 

May, 1986 for execution of the contract. Clause 3.8.1 of the agreement 
provided that in case the Consortium failed to complete the work within 
the stipulated period, then the Consortium would pay liquidated damages 
for every week of delay or part thereof to be calculated at the rates 
prescribed therein. For delay in construction of various sections, GAIL 
called upon the Consortium on 23 August. 1988 to pay liquidated damages 
estim,ated at Rs. 75.51 crores (Rs. 149.81 crores as per exchange rate of 
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31. 12. 1993}. The" Consortium did not accept the claim but instead 
preferred a counter claim of Rs. 638.54 crores (Rs. 1418.42 crores as per 
exchanle rate of 31.12.1993) against GAIL alleging that the Consortium 
was prevented from fulfilling obligations under the contract due to various 
reasons for which GAIL was responsible. 

18. The case regarding encashment of Performance Guarantee was 
stated to be pending before a French Court and the case regarding claims 
of liquidated damages was before the International Chamber of Com-
merce. It was on the request of the French Government. that the 
Government of India appointed a Joint Committee" in March. 1993 with 
the approval of the Prime Minister to resolve the dispute between the two 
companies. The recommendations of this Committee are awaited. The 
Committee had recommended that aU efforts should be made by Govern-
ment to resolve this dispute at the earliest under intimation to them. 

19. In their reply the Ministry have stated that the Consortium raised the 
claim at the International Chamber of Commerce, Paris. On the basis of 
this claim. ICC, Paris initiated arbitration proceedings. GAIL moved the 
Delhi High Court seeking an order of stay on the arbitration proceedings, 
which was granted. Further, the claims of the Consortium had been held 
not to be arbitrable in accordance with the provisions of contract between 
GAIL and Consortium. The judgement to that effect delivered by the 
Honourable Single Judge of the Delhi High Court had been appealed 
against by the Consortium in a Letters Patent Appeal which was pending 
for hearing by a bivision Bench of the High Court. In the above said 
judgement of the High Court, GAIL's claim for Liquidated Damages and 
invocation of Performance Bank Guarantee furnished by the Consortium 
have been held to be arbitrable. 

20. The Ministry have further stated that the matter pertaining to 
liquidated damages and invocation of Performance Bank Guarantee by 
GAIL. has been referred to an Arbitral Tribunal constituted in accordance 
with the rules of Conciliation of International Chamber of Commerce, 
International Court of Arbitration, Paris. There has been no further 
hearing in French Appellate court pertaining to the case of encashment of 
Performance Bank Guarantee by GAIL. The Joint Committee has had five 
meetings so far. As decided by the Joint Committee, GAIL. Spie Capag. 
the leaders of the Consortium have had a fresh round of discussion to seek 
a sOlution to the dispute. However, these discussions remain inconclusive. 
The Joint Commitee in their last meeting noted the differences in the 
position of the two companies. The Joint Committee has not yet submitted 
any report to the Government. The Committee have decided to continue 
the efforts to find the solution to the dispute. 

21. The Boreri-Sawai Madhopur branch line originally included in the 
HBJ Pipeline Project was subsequently cancelled due to chan~e in location 
of fertilizer plant from Sawai Madhopur to Gadepan. The Committee were 
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constrained to observe that though the possibility that the fertilizer plant 
would not be established at Sawai Madhopur became known by AUlust. 
1987, the contractor was informed by GAIL only in May. 1988 about the 
cancellation of that branch Iinc. The contention of the company that it was 
awaiting a decision from the Department of Fertilizers about the relocation 
of the fertilizer plant, was not acceptable to the Committee since this 
decision was taken only in October. 1988 i.e., five months after the 
cancellation of the BOTeri-Sawai Madhopur section had been intimated to 
the contractor by GAIL. Although the Committee did not appreciate the 
delay in taking a decision about the location of the fertilizer plant they 
were of the firm opinion that GAIL and the Ministry of Petroleum and 
Natural Gas failed to pursue the matter with the Department of Fertilizers 
with a view to get an early decision in the matter since it was ultimately 
GAIL who was going to lose by way of expenditure of the pipeline section 
which was not needed. The Committee were perturbed to observe that this 
delay in taking timely decision and communicating the same to the 
Consortium resulted in uncertainty about recovery of Rs. 9.50 crores 
claimed by GAIL. The Committee. had. therefore. recommonded that 
such lapses 'should not be allowed to recur in future. They had also desired 
to be informed about the final outcome of the claim preferred by GAIL on 
Consortium on account of reduction in cost. 

22. In their rcply. the Ministry have stated that the deletion of work 
pertaining to Boreri Sawai-Madhopur section of the pipeline was intimated 
to the Consortium before the Consortium mobilised for taking up the 
laying of the line in that section. In accordance wiU'l the provisions of 
contract, the amount payable for approx. 104 km of this' section of pipeline 
was not paid to the consortium. As such there is no question of any 
recovery from consortium. The consortium have. however, preferred the 
claims that the deduction of the entire Rs.' 9.5 crores by GAIL was not 
justified as the consortium had made some mobilisation before the 
cancellation. This claim is a part of the total claim of US S 450 million 
raised by the consortium. This entire claim has been held by the Delhi 
High Court to be non-arbitrable. The Indo-French Joint Committee before 
which the claim is also pending. has yet to take a view in the matter. 

13. The Committee are very mucb concerned to note thai no decision bu 
so far been taken In the ease of encashmeDt of PerfOl'llllDU GWU'8IItee ud 
liquidated damaln as also the deduction made by CAlL in reprd to 
cancellation of Borerl-Sawai Madhopur section 01 the pipeline. They urp 
that sincere efforts should be made by the Government to punue the maller 
at highest level and the matler should be decided without any further delay. 

F. HBl Upgradation Project 

(Recommendation SI. No. 15) 
24. In order to enable GAIL to supply gas to various consumers by 

1995-96 to whom gas has been allotted. the upgradation of the existing 
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IiBJ Pipeline System is being taken up. The Committee were shocked to 
observe that though tbe Techno Economic Feasibility Report for the HBI 
Upgradation Project was submitted by the Company in November, 1990, 
the project was finally approved only on February, 1994. Meanwhile the 
cost of the Project had escalated from Rs. 1427 crores to Rs. 2376 crores 
i.e., by about 66%. The Committee had strongly deprecated such 
inordinate delays in approving the projects and desired the Government to 
evolve a system to ensure that such delays ar.e avoided in future. 

25. In their reply the Ministry have stated that in the oral evidence 
before the Committee, the Ministry submitted that the time taken to clear 
the proposal was mainly due to the examination of the availability of gas 
for the upgradation. The Gas Linkage Committee recommended the 
upgradation in its meeting held on 21.2.1992. Thereafter, the Prime 
Minister ordered a review of gas availability/commitments. A presentation 
was made in August, 1992 to the Prime Minister who approved the 
proposed Action Plan of the Ministry and also directed that the 
projects required to be completed for achieving the gas profile be 
completed expeditiously. The decision to approve the upgradation was 
taken in view of that directive. 

26. The Ministry have further stated that they are acutely aware of the 
need to consider and approve the project proposals of the PSUs in time. 
The CMDs of' the PSUs draw the attention of Secretary, PNG to all 
pending proposals in their monthly letters. The status of pending proposals 
are also monitored in the quarterly performance reviews of each PSU. 
Besides the above, ihese are also discussed in the fortnightly staff meetings 
held by Secretary, PNG with the officials of the Ministry. 

27. The Committee are constrained to observe that Government have not 
lone into thl: spirit of the r~ommendations. Tbe Committee hud desired tbe 
Government to evolve a system whereby such inordinate delays in approving 
the projects could be avoided. However, instead of statlnl whether any steps 
have been taken in tbls diredioD, the Government have merely repeated 
what was said durinl evidence. The reply Is also silent about the present 
stale of the project. The Committee reiterate their earlier recommendat18n 
and desire that the steps taken to avoid such delays In approval of the 
projects to be set up In future be Inrormed to the Committee. 

G. Need for fixing realistic targets 
(Recommendation SI. No. 23) 

28. The Committee had noticed that the profits of the Company during 
1990-91 1991-92 and 1992-93 were Rs. 22.73 crores, Rs. 93.55 crores and 
Rs. 210.53 crorcs rcspcctivciy against the cstimates of Rs. 15.35 crores, 
Rs. 41.85 crores and Rs. 109.08 crores. Whil~ appreciating the increased 
trend in profIts, the Committee had desired that targets should be made 
more realistic in order to avoid complaccncy and get bcttcr results. 
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29. The Government have stated in their reply that the actual profit for 
1993-94 was Rs. 320.54 crores against the revised estimated profits of Rs. 
275.62 crores. The profit for 1994-95 was Rs. 368 crores against the tarlet 
of Rs. 253 crores. According to Government, GAIL is not suffering from 
any complacency and is straining itself to achieve higher standards of 
performancc . 

30. The Committee's iDteDtioa iD makin, the reeGlIUIleDdatJoa was DOt to 
uadel'lllloe the efforts of the Compaa)' tor acbievlnl ......... pnOta. Ia tact 
wbat they wanted to empbulle was that acblevtn& substantial blJber proftts 
than tbe taraets C:ODtJauously oyer the yean miaht be the .... u1t of 
.....uatIc tareeta. It II ID this CODtext that tbe Comml"ee would mtena. 
their earDer recollUlleDdaUoD that tbe tarpta mould be IIxed by abe 
CompaDy more reallstlcaUy. 

H. Transportation Charges 
(Recommendation SI. No. 24) 

31. The Committee had noticed that the transportation cost worke4 out 
by GAIL in consultation with BICP on the same principles as adopted for 
ONGC worked out to Rs. 127511000 M3 but the transponation charges of 
15. 85011000 M3 fixed w.e.f. 1.1.1987 have not been revised despite 
repeated representations by GAIL. They had, therefore, recommended 
that the whole issue of pricing of gas be gone into the suitable measures 
taken to give fair return to the Company. 

32. Government have stated in their reply that a Committee has been 
constituted under the chairmanship of Sh. T.L. Shankar. ·Principal ASCI to 
recommend revisions in the prices of natural gas. The Committee would 
look into the principles of calculating the transponation charges and their 
incidence. 

33. The Committee rearet to point out Chat the rep.)' of Goverameat Is 
silent about the time and date wbea the Coaimlttee which was coastltuted to 
recommend revisions In the prices of nalunl IU was sel up and wben II is 
Ukel)' to give its recommendatioDI. They desire that the euminatloa or the 
matter should be expedited and this Committee apprlled of the results 
within three months of presentatioD or tbis Report. 

I. Gas allocation rights to GAlL 

(Recommendation SI. No. 15) 
34. The Committee had noticed though the Gas Use Policy Paper 

prepared by the Ministry whieh was accepted by the Committee of 
Secretaries recommended to allow the Company to allocate 10% of the 
total availability of gas on its own, the Company has not been given this 
right which sometimes resulted into non-utilisation of ps. Even for small 
allocation if released by one customer, the matter was discussed by the 
Gas Linkage Committee. The Committee had, therefore, recommended 
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the Government to give some autonomy to the Company in the maneR 
relating to marketing so that the Company might be able to show better 
results. 

35. [n their reply the Government have stated that the policy of bulk 
allocation of a certain percen~ge quantity of eases to GAIL for funher 
sub· allocation to consumers at its discretion would result in the gas beina 
sold to the consumers willing to pay the hi,hest price, irres~tive of the 
end usc. Keeping in view the current demand-supply position of gas in the 
country, Government considers it in public interest that glS is allotted to 
high priority end uses in the larger social interest. 
~. While the Committee do DOt dlJap-ee with the GoverDlDellt contendon 

that tbe pi mould flnt be aUotted to h.... priority ead-a ... , they would 
.... n .area that IIIocatlon of a sman percentap of las at the discretion of 
GAIL for further aUoeatioa to coosumer. II dalnbIe at least to prevent 
situations wbleb rault Into non-utUisation of pi when lOme .as Is released 
by a particular customer. However. some .. reluards or guidelines could 
alway. be laid don to ensure that such IU II alloCated to priOrity areas. 



CHAPTER D 
RECOMMENDATIONS TIiAT HA VB BEEN ACCEPTED BY 

GOVERNMENT 

Recoaua .. dadoa No. 1 

lbe Gu Authority of 10diaLimited was formed 00 16th AU8ust, 1984 
to take charge of all the post exploration activities connected witb natural 
pl. The company wu entrusted in the first instancc with the respouibi-
lily to execute and theo to operate and maintain the HBJ Pipeline Project 
covering a distance of over 1700 kms. for supply of natural gas primarily 
to the fertilizer pluta beina set up in the States of Madhya Pradesh, 
Rajuthan and UtW Prack:ab. 1be main objectives of the Company arc to 
transport. treat, proc:eIS, fractionate" purify and to generally deal in 
marketinl of natural IU and natural gas liquids. The Committee note 
that in pursuance of ita objectives, tbc company has laid pipelincs in 
varioUs parts of ·the country. Besides setting up of LPG Plants, the 
company is in the procell of implementing Petrochemical Complex at 
Auraiya in Uttar Pradesh for use of gas fractions for hilhcr value 
additions. The compaay is also planning to upgrade its HBJ Pipeline to 
transport additional PI that is expected to be available by the year 1996. 
However. the Committee regret to note that even after about ten years 
of its existence the company bas not been able to_ achieve its "'objectives to 
the extent it was expected to do particularly in regard to setting up of 
fractionatiDI facilities for using the gas fractions for higher value addi-
tions. The Committee expect that the company would at least now gear 
up to meet the challenses that are expected to come up in the facc of 
cxpected substantial increase in the consumption of gas. 

Reply of the Government 

GAIL is now .,..atin. over 3000 kma· of natural las pipeline and 
aupplyini JU to. MQ.Un~ 75 customers in the power. fertiliser, sponge iron 
an\l otber industrial sectors. The total supply of natural gas made by 
GAIL in 1~9S amounted to 13.721 MMSCM valued at RI. 3750 
crorea. It is submitted ihat this is DO mean achievement for a 10 year old 
com~ny. 

It is'lhIe tnat'tbe facilities for extraction of higher value components of 
natural .... hate-_ ~ot _been set up to the optimum extent. In order to 
Maximise tt,e production of gas fractions for higher value additions. 
GAIL has set up 3 LPG plants for extraction ~f LPG (2 at Vijaipur and 
1 at Vagodia). having I c!lpacity of 4.79 lacs tonnes per year. 

10 
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GAIL bu the facilitiCl to extract Propane, SBP Solvent and .Pentane 
etc., with an anDual capacity of 1,00,000 TP A, which is uncler explDlioD to 
200000 TPA. 

GAIL is settinl up an LPG plant at Lakwa, Assam for the production of 
85,000 TPA of LPG from 2 MMSCMD o( natural JU. ·Tbis project is 
scbeduled to be completed by April, 1996. GAIL is also ~ttil1l up a 
139,500 TP A LPG plant at Usar, Maharuhtra which will procea around 
S MMSCMD of natural IU. The proposal for LPG extraction from the 
additional las to be available in the HBJ pipeline after uparadation, is 
under finalisation. 

GAIL is implementing the U.P. Petrochemical Complex at Auraiya for 
usc of gas fractions for bigher value additions. The UPPC Project wu 
approved by Government on 1.10.92. Thereafter GAIL taken up the 
implementatioD of the project. The actual proareas OD major activities for 
the various units as on 15th July, 95 is indicated below:-

Eng. Procurement Construction OveraU 
Physi~~ 

Gas Processing 81 84 31 54 

Gas Cracker 84 7':» 32 55 
Utilities 

. 

Offsites 74 75 19 38 

LLDPE 45 39 4 11 

HOPE 46 38 3 10 

UPPC Project 66 66 ~2 41 
(Total) 

The project is expected to be compieted on schedule. 

[Ministry of ~ Petroleum and Natural "Gas DO No. L-ISOICV'2194-6P 
dated 29.11.1995J 

Comments or abe Audit 

" The Ministry'.5 reply is silent about the progress of the HBJ pipeline 
Upgradatioa Project to meet the challenses that are expected to cOme up 
in thC' face of expected subatantial increase in the consumption of gas. 

Further, the total supply of natural gas as per Balance Shcct for the year 
1994-95 amounted to 13680 MMSCM vlllued at Rs. 3146 crores (excluding 
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internal consumption amounted to 317 MMSCM valued at RI. 122 
crores) against 13721 MMSCM valued at Rs. 3750 crores given in tbe 
reply. 

Comments or the Committee 
Please let paragraph No. 7 of Chapter I of the Report 

Reeommeadatloa No. 3 
After examining the Gas Authority of India Umited, the Committee 

observe that in reality tbe MOU Companies have not been given the 
autonomy to the extent it is required in fulfilling the objectives and 
missions. The Committee need hardly emphasise that in case this situa-
tion is allowed to continue, the very purpose of signing the MOU would 
be defeated. Besides while the company binds itself to specific milesto-
nes and targets, there are no means to ensure that the Ministry also 
fulfills its obligations under the MOV. The Committee feci that the 
system of MOU has no meaning if it is one sided. Both the Company 
as well as the Ministry should sfi'are equal responsibilities to fulfil, the 
obligations envisaged in the MOV. The Committee are of the opinion 
thllt merely taking into account the failure of the Ministry to discharge 
its obligations under the MOU while evaluati.ng the J»SU's performance 
would n~t. serve the purpose since it only amounts to giving some 
concessions to the undertaking due to non-performance of Ministry. 
They, therefore, recommend that while making assessment of the MOU 
of a company, in case of the failure of administrative Ministry to fulfil 
its obligations, some responsibility be fixed on the Min~try also and 
suitable action taken against the persons held responsible. " 

Reply or tbe Government 
Since the Department of Public Enterprises is the administrative 

Department concerned, with the implementation of the MOV scheme. 
the observations of the Committee were referred to that Department for 
examination. The Department of Public Enterprises have reported that 
they are aware of the need for assi&nin& responsibility on the adminis-
trative Minlr.liy witb regard to the ~ulfi1ment of their obligations under 
the MOU and "the. failures of the administrative Ministries have been 
hirhliahted in th~ A TF's repo~ to the -HPC. 

They fuily agree with the recommendations of COPU that while 
making a.'1scssmen't of the MOU of a company. some responsibility be 
fixed on the Ministry also. This alone can make the MOV system more 
effective. This matter will be taken up for discussion in the forthcoming 
meeting of 'th~ HPC. 

So far as GAIL is concerned. it may be mentioned that GAIL's 
performance under the MOV have been excellent an through out and 
all necessary assistance and cooperation bas been extended to GAIL 
from the side of the Ministry. 
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[Ministry of Petroleum and Natural Gas D.O. No. L-I501~-GP 
dated 29.11.1995) 

Comments of Audit 
No comments, however, the fact remains that slgnmg of MOU for 

1995-96 on 15.9.95 after SIlZ months partially defeat the purpose of MOU. 
Comments of the Committee 

Please see paragraph No. 13 of Chapter I of the Report. 
ReeommendaUoa No. 4 

The Committee rearet to observe that there is disparity in the matter of 
deleption of powers to GAIL and ONGC both of wbich are Schedule 'A' 
Companies and under the same Ministry. In September. 1990 full powers 
were delegated to CMD, GAIL for purchase and award of contracts and 
the decision had to be taken by the CMD in consultation with the 
concerned Director and "Director (Finance). However, since November, 
1992 the limits has been restricted to pre 1990 level viz. Rs. 1 crore only. 
In contrast. the Chairman, ONGC has full powers of the commission to 
award contracts upto any amount with regard to domestic bids and upto 
Rs. 10 crorcs with regard to international compefitive bidding basis. Such a 
huge diffcrOAce in dclegated powers in respect of the companics belonging 
to the same Schedule and handling large projects is not understandable. 

Repl, of tbe Government 
This point is dealt alongwith recommendation No. 5 

Recommendation No. 5 
The Committee are further pained to observe that the powers of the 

CMD. GAIL were reduced to the present level at the initiative of 
Government Directors in November. 1992 and since then the manage-
ment's repeated efforts to bring the matter. regarding enhancement of 
power of CMD before the Board have remained unsuccessful due to the 
desire of Government Directors to defer the mater. The Secretary, 
Ministry of Petroleum and Natural Gas while justifying his stand in his 
regard stated that· internal power sharing arrangementectween the 
Chairman and the Government is governed by the Articles of Association 
and Bye laws of the company, and in case GAll wants to be at par with 
ONGC, the Ministry will have no objectio'n in recommending it. In this 
connection the Ministry also pleaded that in the absence of a regular 
CMD. it was not possible for the delegated powers to be exercised in the 
manner contemplated by the Board in September. 1990. 

In view of the fact that the Clause 82(1) of the Articles' of Association 
of GAIL clearly empowers the Board to delegate such of its "powers as it 
may think fit to the Chairman-cum-Managing Director and also the fact 
that from 2nd November. i991 to November 1992 full powers were being 
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enjoyed by the CMD who happen to be an acting CMD, the contention 
put forwud by the Secretuy and the Ministry is unacceptable to the 
Committee. The Committee are, therefore. coR"rained to infer that a 
deliberate attempt has been made by th~ Ministf)' in aartailins the powers 
of CMD for tbe reasons best known 10 thc:m. Moreover, non-appointment 
of a regular CMD is also nonc of the fault of GAIL. The Committee, 
thcrefore, take a serioUi DOte of ~,1dI an interference by the Ministry in 
affairs of Public Sector Undertakings workin, under their administrative 
control, which is asainst thc vcry concept of autonomy. Thcy fail to 
understand as to how in the face of such a direct interferenc::c a public 
sector unit can dischar,e its functions efficiently. They, therefore, recom-
mcnd that no .tumblin, block .hould be put by the Government Directors, 
in case the Boud wants to delegate more financial powers to tbe CMD. , 

Reply of tbe Government ;.~ .,1) 
Government has decided to increase the delegated powers of CMn:~ 

GAIL for worlt.vpurchase orders to levels (under various catel0ries) fivc'~ 
times that exist~ng currently. as delegated by thc Board of Directors a~ its 
11th and 12th"meetings held on 24.2.86 and 25.3.86. A copy of the powers 
currently exercised by CMD, GAIL is liven at Annexure A. The 
cnhancement of the deleption of powers will be effected through a 
Resolution to be passed by the Board of Directors at its next meetinl with 
that, the powers delegated by the Board to CMD in instances where more 
lhan one valid tender is received, and the lowest tender is accepted. would 
stand increased to Rs. S crorcs. Government is of the view that this level 
of delegation would be optimum for the CMD lookina to the organisa-
tional structure and the outlays for the various projects under implementa-
tion in the compal})'. 

[Ministry of Petroleuin and Natural Gas D.O.' No. L-1S01~.P. 
daled 29.11.1995] 

Commeall of AlIdU 
In the reply, the Ministry bas stated thac tbe level of dcleption In 

respect of GAIL wu beina increased to RI. 5 eror •. The same ia Slated to 
have been approved by the Boud in itl meetin, beld OD 27.9.95. The 
enhancement of dcleption is, however, not at par with the ONOC as 
recommended by the Committee. 

Reeommendatloa No. , 
The Committee have been informed that a Steering Committee .. 

appointed by the Ministry of Petroleum & Natural Oas in AUlust. 1990 iD 
respect of GAIL on the, pattern of ONOC '" OIL to examine relcuc of 
foreign exhcange above RI. 50 lakhs. However. after the introduction of 
the liberalised exehanle rate mechanism in March, 1992. no foreign 
exchange is now required to be released by Ooycrnmcnt, in view of 
convertibility of rupee. But the institution of Stccrin, Committee is stU! 
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bein, continued to deal with purchuc CUCI where International Competi-
tive Bidding is resorting and values above RI. 5 crores. The Committee 
have been given to understand that such Steering Committee docs not exist 
in any other Ministry nor in relation to any other organisation except for 
ONGClOIUGAIL, even within the Ministry of Petroleum It Natural 
Gas. The Committee arc not convinced with the plea of the Ministry of 
Petroleum and Natural III tbat the Streeing Committee has been. render-
ing useful advise to thelC undertakinp in the mat_r of lenders/award of 
contracts and facilitatina speedy dccisions and it would be useful for them 
to bave a Committee of this nature. On the other band, the Committee 
wish to point out that the approval fint by the Steering Committee and 
then by the Board results in duplication of work resulting in avoidable 
delays. Moreover, since lucb Committees do not exist in any other 
Ministry or even ill relation to any other public undertaking under the 
Idministntive control of the Ministry of Petroleum cl Natural Gas itself, 
the Committee fail to understand the relevancy of the same with respect to 
tbeIe three undertakillp only. In their opinion this is just an avoidable 
encroachment upon the autonomy of the public undenakings. The Com-
lllittee, therefore, recommend that the Steerin, Committee be abolished 
forthwith. under intimation to them. 

RepI1 01 the GOverDDleal 

After careful consideration of the Committee's recommendations, Gov-
ernment has decided to abolish the Steering Committee set up to render 
advice in the matter of lendeJ'llaward of contracts in CiAIL. This has been 
conveyed to CMD. GAIL under D. O. No. 0-2lO1)S92-9]'ONG. D.V. 
dated 3O.B.9S. 

Co_a of AlIdlt 

No commentl. 

Reeol8lDeDdadGa No. 7 

The Committee have been recommending from time to time in their 
various Reports that the post of Chief Executive of any Undertakial 
'should not be kept vacant for long. They are however dismayed to note 
that the post of regular CMD in GAIL has been lying vacant for the last 
more than two and a half yean (since 2nd November. 1991) inspite of the 
fact that the Public Enterprises Selection Board had made their recommen-
dations for appointment to the post on September 16, 1992. ne 
committee feel that the post of t:MD in a company like GAIL with a hu,e 
turnover should not rcm&:r. vacant for such a long period. They therefore, 
desire that the post of CMD be filled up without any further delay and the 
Committee be informed in this regard at the earliest; 
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Reply of the GoYerameat 

The appointment of a regular CMD of GAIL hu been made on 5.5.95. 

[Ministry of Petroleum and Natural Ou D.O. No. L-1SOI612194-GP 
dated 29.11.1995] 

COllUDents of Audit 
No Comments. 

Recommendation No. • 
The Committee have been informed by the Company that it prepared a 

Corporate Plan for tbe period 1992-2002 and submitted the same to the 
Ministry of Petroleum and Natural Gas in February. 1992 and its approval 
is awaited from the Ministry. The Ministry on the other hand have stated 
that tbe company sent the Corporate Plan under the impression that the 
Ministry should approve it. and since there is no specific request for 
approval the Ministry felt it had been ICnt for record only. In this regard . 
the Secretary, Petroleum and Natural Gas stated during evidence that 
there is no policy 'or instruction that the Corporate plan of a PSU shoUld 
be approved by the administrative Ministry.· The Committee seriously 
deprecate this lack of coordination between the company and its adminis-
trative Ministry. It is amazing that after submitting the Corporate plan in 
February, 1992, ncither the company made any attempt to get is approvcd 
from the Ministry nor the Ministry thought it proper to inform the 
company that it did, not require the Ministry's approval. The Committee 
expect grcater and close coordination between the administrative'Ministry ..... 
and the company in future. . 

Reply of the Government 
In view of the abovc refOmmcndation of the committee the question of 

approval of the Corporate Plan (1992-2002) of GAIL has been carefully 
considered in the Ministry. Since the Corporat~ Plan was prepared in 1992, 
many of the projections made at that time are no longer valid. GAIL has 
accordingly been asked to update the plan. The Plan will then be examined 
in consultation with the Planninl ~ommission and other concerned 
Ministries, 

[Ministry of Petroleum and Natural Gas D.O. No. L-1SOl(t/2194-GP 
dated 29.11.1995] 

Comments of Audit 
The Ministry has not indicated whether PSE has to forwarded corporate 

plan for its approval. If so, time limit during which corporate plan would 
be approved. . 

Comments of the Committee 

(Please see Paragraph No. 16 of Chapter I of the Report.) 
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RecommeadatJoa No. , 
GAIL took the HBJ pipeliDe project from ONGC on ita formation on 

16th August, 1984. After receiving the a10bal tenders for the project the 
GAIL and ElL finaliled a proposal and lubmitted their recommendatioas 
to the Govemment in Februuy, 1985 for three of the six packa .. of the 
project. The Committee ue surprised to note that instead of approving the 
proposal Government appointed a high level committee hcaded by Prof. 
M.G.K. Menon to 10 into the capability of GAIL and ElL to implement 
the project. Based on the recommendation of this Committee, Governmcnt 
decided that fresh consolidated tenders be invited for aU the pac:kaaes of 
the project except the one relating to procurement of pipes inspite of the 
fact that the procedure adopted for competitive bidding for different 
segments of the project for had been 'areed to at • meetina of the 
Secretaries held on 7th May, 1984. The Committee u~ not able to 
understand the basis of the doubts which arose at such a late stage about 
the capability of GAIL and ElL, resulting in the entire operations carried 
out over a period of one yeu being rendered infructuous apart from the 
inevitable postponement of time frame for completion of the project by 
over a year. They would recommend that in respect of such important 
projects all the .related issues should be examined in depth before 
embarking on their implementation so that such avoidable delays do not 
occur. 

Reply of the Government 
The original schedule for the HBJ pipeline. with a zero date of April, 

1984 envisaged supply· of gas to the first project by October, 1986. As 
mentioned by the Committee according to the initiai strategy of the 
implementation of the project. the plan was to float tenders for six 
packages which together aggregated the entire planned facilities. In respect 
of the Iinepipe requirements tenders were floated and the price bids 
received were opened on 10.7.84 The requirement of pipes was in several 
diameter categories combined with several wall-thickness specifications. 
The total quantity of linepipes required was 4.61 lakh tonnes. Finalisation 
of this tender took a very long time because of certain crucial constraints: 

(i) The need of place order on several manufacturers to minimise risk of 
the failure of the suppliers. 

(ii) The 36st diameter pipes were the ones required earliest in sequence 
ali they were needed in the Hazira-Guna sector. The completion of this 
sector of the pipeline was required to coincide with the commissioning of 
the fertilizer plant at Guna. There were two bidders for this category of 
Iinepipes. Brazilian manufacturer with one mill and a Japanese consortium 
with five mil1s. The Brazilian manufacturer was dependent on the supply of 
steel plates from a steel mill 1000 kms away. In view of these factors the 
simple option of placing the order on the lowest bidder could not be 
adopted. The order had to be split between both the bidders and 
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considerable time was spent in bringing down the price of the second 
lowest bidder to a reasonable level. In short the consideration of the bids 
was affected by the paramount need to arrive at a modality such that the 
possibility of non-supplyllate supply by a single supplier did not constitute 
an unacceptable risk in the course of the implementation of the project. 

(iii) Since tbc requirement of foreign exchange was larae the possibility 
of utilisation of different lines of foreign credit had to be examined. For 
example OECF funds, German credit and Italian credit were negotiated 
and confirmed. Negotiations for CanadianlFrenchlDutch credits were also 
initiated. Since in those days of foreign exchange scarcity availability of 
lines of foreign credit could not be presumed and negotiations had to be 
initiated for several of them in the expectation that some of these credits 
would finally become available. These lines of credit, themselves had 
restrictionli as to the origin of equipment they would finance leading to 
more complications in linking imports to available credits. 

(iv) Within the above mentioned factors. the quantities of different 
categories of pipes had to be divided between the suppliers after optimising 
cost. 

Thc above mentioned factors required prolonged Illla multi-lateral 
discussions between foreign Governmenrs. foreign credit institutions, 
Ministry of Finance, Ministry of Petroleum and Natur31 Gas and GAIL. 
As a result. a long period was taken in resolving these issues. When the 
matter came [0 be reviewed in Ministry of Petroleum and Natural Gas in 
April. 1985, The serious need (or crashing the implement&timl-Schedule in 
the remaining period had become a high priority. It was then noted that 
the work would earliest commence in September/October, 1985 and would 
take atleast 18-24 months to complete. The assessment was that the project 
could only be expected to be completed by April, 1987/0ctober. 1987. At 
that stage, a slippage of 6-12 months was apparent and the need for 
making up the lost time was keenly felt. 

In this background, it was noted that the project involvc.d several 
activities which need close coordination and supervision in order to 
complete the work successfully. Given the fact that GAIL as an organisa-
tion had only just been established. and had no experience of a project of 
this size. there was some apprehension as to whether GAIL could even, 
with the back-up of ElL. coordinate all these activities satisfactorily to 
ensure that the completion schedule was achieved for the project. The 
Expert Group under the Chairmanship of Prof. MGK Menon had also 
nigh lighted the need for strengthening various areas in project manage-
ment, though that report" was in a different context and at a point of time 
wben the time constraint in the implementation schedule was not so acute. 
Judging the status of the project at that point of time MOPNG felt that 
some further efforts should be made to reduce the burden of project 
coordination on the consultants (Ell) so that their CffOfb could be used 
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more towards design engineering quality control etc. It was recognised that 
one way in which it could be achieved was by entrusting the responsibility 
for project construction/coordination to a single party or single group. the 
possibility of change in strategy for the implementation of the project was 
discussed in detail between Ministry of Finance and MOPNG on several 
occasions including two meetings at the level of Ministers. A conclusion 
was reached that a complete integration of all sections of. the pipeline 
would be necessary in order to ensure the earliest possible commissioning 
and the efficient performance of the pipeline. While arriving at this 
conclusion. it was also considered desirable to stipulate that the tender 
notice should spell out that due weightage would be given to the extent of 
use of indigenous capabilities for evaluating the offers. This was to 
maximise the utilisation of indigenous capabilities while simultaneously 
ensuring that the responsibility for construction of the project was a Single 
point one on the prime contractor. In this background, it was decided in 
April. 1985 that apart from the responsibility for the procurement of 
linepipes and pipe laying material which had already been ordered. the 
contract for the remaining five categories of activities should be entrusted 
to one agency to ensure a single point responsibility for execution and 
coordination. The revised strategy for implementation enabled GAIL to 
supply ga.4I to its first customer from August, 1987. Thus from a zero date 
of April. 1985. when the new strategy of implementation was adopted. the 
project was completed in a period of 28 months as against a period of 30 
months provided in the project schedule. From the above. it will be 
observed that given the situation in which the project was in April, 1985 
the change of strategy enabled GAIL to crash the schedulc to make gas 
available at the earliest possible date. 

Before closing its comments on this recommendation of the Committee, 
the Ministry would respectfully submit that the entire 'post-facto' review of 
tbis project needs to be carried out in the context that neither GAIL nor 
any other agency had institutional experience of such a gigantic and 
technically sophisticated project. The HBJ pipeline was co",pletcd success-
fully despite some stumbles. GAIL and ElL gained invaluable cxperience 
through that project. It can be claimed that it is the experience acquired by 
GAlUEIL in that first project which. today while executing the new 
project for upgradation of the HBJ pipeline capacity to 3~.4 MMSCMD. 
gives these organisations the confidence to take it up without any 
substantial foreign technical assistance. While saying this. we would also 
emphasise that we havc carefully noted the recommendation of the 
Committee that for important projccts all relevant issues should be 
examined in depth before embarking on thcir implemcntlltion so that 
avoidable dclays do not occur. 

(Minilttry of Petroleum and Natural GIL4I D.O. No. L-1501612194-GP 
dated 29.11.1995] 
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COIDDIeatl of Audit 

No Comments 

RlICOIIUIIeadatloD Ho. 16 

The Committee observe that the Company have taken up project for 
diatributioa of aaturUlu to domestic" commercial consumers in Bombay 
aad Delhi~ The Committee expect OAIL to finalise early the proposed 
Joint Venture Company with the British 015 Company for distribution of 
1.5 MMSCMD to domestic and commercial leCtors in Bombay. la rcsard 
to supply of gas to 2.38 laths households and commercial units in Delhi a 
RI. 294 crores project is stiD being processed be Oovernment for first .... 
dearancc. While th~ Committee urge the Governmcnt to give an carly 
clearance to this project, they would like to caution that gas being a highly 
inflammable substance, the slightest negligence in handling the projects 
may create a very disastrous situation in the metropolitan citics, like 
Bombay and Delhi. The Committee need hardly emphasise, therefore that 
iltmost care should be taken in implementing these projects and foolproof 
arnnlements made to prevent the kind of leakage that occurred in July, 
1993 in Delhi. 

Reply of the Government 

To implement the city distribution at Bombay, Joint Venture Agreement 
has been signed on 6.12.94 with Mis. British 015, U:K. '-. 

This project when completed would supply IHltural gas to 0.62 miUioa 
Households, 4SOO commercial and ISO industrial. consumers. This project 
envisqa distribution of I.S MMSCMD of natural gas in Greater Bombay. 
This project would help in releuins 107,000 tonnes of LPG " 40,000 
tonnes of Kerosene, annually for use elsewhere in rural areas. 

Joint Venture Company hu been incorporated on 8th May' 95. 

Preliminary study for supply of gas to domestic consumers throop IU 
pipeline in Delhi wu conducted and submitted the same to the Oovern-

• ment in Feb., 1999. The availability of gas for this project was under 
examination. GAIL is now bein, asked to update the pre-feasibility report 
and to take necessary steps to implement the project. 

Latest technologies are ~ing used to implement these projects to avoid 
any possibility ot leakages. An example of GAIL's specification for Maruti 
Line, Which will service the Southern part of Delhi in the City Gu 
Distribution project it attached. 

(Ministry of Petroleum and Natural Oas D.O. No. L-lSOI612194 OP 
dated 29.11.1995] 
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Comments of Audit 

The reply of the Ministry has been verified. There arc no comments so 
far as distribution of gas in Bombay is concerned. Regarding distribution 
of gas in Dclhi. GAIL, has been asked (24.7.1995) by the Ministry to form 
a Joint Venture Company for implementation or the Project lind also 
preparation of the company is taking stcps for identifying a joint venture 
partner. However. no further communication has been issued by the 
Ministry regarding updation of the pre-feallibility rcport. 

Recommendation No. 17 

The entire gas being supplied through. HBJ pipeline is termed as ridt 
gas, while the Cl fraction after extraction of other fractions mainly C2. C3 
and C4 is termed as lean gas. The requirements of fertilizer/power plant.' 
arc stated to be confined to lean gas while a combination of fractions C2 
and C3 is used for petrochemical products and a combinlltinn of C3 and C:l 
fractions is utilised for supply of LPG. The Committee hilvc been given to 
understand that the Company suffered heavily over the years on account of 
selling of rich gas as lean gas. 14% of the fractions not needed in the 
production operations of the fertilizer and power plantli not only gct 
wasted without any ultimate national benefit out "Iso go to increase the 
cost of fuel/raw material supplied to custumers. The value of such 
unutiliscd part of the gas supplied upto March. 199() is estimated at 
Rs. 128.73 crorcs. The stand taken by CMD. GAIL during evidence that 
C2 and C3 fractions can also be utililled in the production of fertilizers and 
thelle arc not w8l1ted has not impressed the Committee. WhUi; compara-
tively lesser quantity of gas containing rich components might be needed 
for production of fertilizer thill certainly prevents the rici1col11ponents for 
being utilised for more profitable purposes. Under the present Govern-
ment policy also C2 and C3 fractions of natural gas arc to be used for 
petro-chemicals. The Committee feel thut ther~ was much delay in 
conceiving the projects for fractionation of natural ga.~ which resulted in 
huge 10llies to be national exchequer. Thcy therefore recommend that for 
the pipeline projects to be taken up in future care be taken so thut projects 
for fractionation of gall come up simultaneously. 

Reply or the Government 

In line with the recommendations. Gas Authority of India Limited is 
already in the process of implcmcnullion of thc folluwing facilitics_ 

• 
(1) Facilities for extraction of propanc from natural gas & SEP solvent 

and pentane etc. from NGL at itll existing plant at'Vijaipur. Dill!. Guna. 
MP from processing of natural gas received through HOJ pipeline lIYlItem. 

(2) New LPG recovery facilities at Lakwa. Distl. Sibsilgar. Allsam, based 
on gas projections of ONGC from nearby areas. 
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(3) LPG recovery facilities at Usar, Di.4It. Raigad, Maharashtra based on 
projected additional gas availability at Uran from Bombay High. 

GAIL's proposal for gas processing facilities for recovery of LPG at 
Gandhar bascd on gas availability from ONGC's development of oiVgas 
fields in and around Gandhar area has been considered in the pre-PIB 
meeting which has recommended it to the PIB. 

Based on additional g~ availability in HBJ system after upgradation, a 
proposal for an LPG extraction plant is under finalisation in GAIL. 

(Ministry of Petroleum and Natural Gas D.O. No. L-lSOl612194-GP 
dated 29.11.199S] 

Commeats or Audit 
The present status of the projects given in the reply is as under: 

LAKWA PROJECT 
USAR PROJECT 

Projected date 
of com pic lion 

May, 1996 
March, 1997 

Commeall or the Committee 

Revised schedule 
of completion 

January, 1997 
August, 1997 

(Please stt paragraph No.7 of Oapter I of the Report.) 
Recommend.don No. 18 

The Committee are constrained to observe that &be capacity utilisation of 
the LPG plant of GAIL·at Vijaipur haa been very low and the plant was 
a~le to produce only 3.43 lakh MT of LPG during 1992-93 against a total 
capacity of 4.06 latb MT. The reason for the low capacity utilisation has 
been atated to be ROn-availability of sufficient gas. The Committee are 
unhappy to observe that a Plant with a huge investment of about RI. 274 
crores 'Would remain luply unutilisCd for years to come. Similar is the fate 
of VagOdia Plant commissioned in J"Duary, 1993 with a capacity of 73,000 
MTPA.They are led to the conclusion that this state of affairs has been 
the result of faulty project planning both at the undertaking and the 
Ministry's level. They, therefore, recommend that in future projects should 
be planned in a manner 10 as to ensure that such type of mismatch 
between .gas availability and aetual requirement is avoided. 

Reply of the Government 
In the year 199.3-94 and 1994-9S the production of LPG at Vijaipur bu 

been increased to 3.65 lakhs MT and 3.71 lakhs MY respectively flaus. 
substantially improving tbe capacity utilisation. The availability of au· in 
the HBJ pipeline is expec:tcd to SO up by around 4 MMSCMD in 1995-916. 
As a result, the capacity utilisation of the Vijaipur pl.ntis exPected to 
improve further. 
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Because of the shortfall in overall gas supply by ONGC to the HBJ 
pipeline. the Ministry had to resort to a demand-management operation. 
Priority was given to the supply of gas to Fertiliser units. As a result, the 
supply of gas in the spur line on whieh the Vaghodia LPG Separation Plant 
is located. had to be reduced to a small fraction of its designed throughout 
capacity of 2.0 MMSCMD. With the increase in supply of gas by ONGC in 
1995-96, the utilisation of the Vaghodia LPG plant has also improved. The 
full capacity utilisation of the plant will be secured with the completion of 
the HBJ upgradation project. 

[Ministry of Petroleum and Natural Gas D.O. No. L-lSOl612194-GP dated 
29.11.1995] 

Comments of Audit 

No Comments. 

RecOllUDendation No. 19 
In order 10 utilise C2 and C3 fractions from the gas supplied to the 

consumers through HBJ pipeline Gas Authority of India Limited is setting 
up a Petrochemical Complex at Auraiya. The Committee regrct to note 
that though the HBJ Pipeline Projects was taken over by GAIL in August. 
1984, the Detailed Feksibilily Report for the Auraiya Petrochemicals 
Project WL1 submitted only on October, 199ft. The Committee are of the 
opinion that GAIL should have thought of using the fractions of natural 
gas for such higher value applications mum earlier. What is worse, the 
Government gave letter of intent to GAIL for the Down Stream units only 
in April. 1991 though according to tbe Secretary, Ministry of Petroleum 
and Natural Gas dO""'nstream Industries have got ,to be set up in order to 
be safe in thc Market of fluctuations. The project was finally cleared by 
the. Government in October, 1992. The Committee deprecate this lack-
adaisical approach on the part of GAIL and the Ministry in the 
fonnulation and approval of this project. They need hardly stress that the 
project should be taken up in right earnest to ensure its completion in 
December. Hl% as scheduled. 

Reply of tbe Coverament 

The UPPC Project was approved by Government on 1.10.92. Thereafter 
GAIL taken up the implementation of the projec.. The actual progress on 
major activities on the various units IS on 15th July, 1995 is indicated below:-

En •. Procurement Conatruc:tiOil Ovel'llil Ph,..1 

0. Processins 81 84 31 ,.. 
081 Cracker 84 ]9 3Z " Utililiet- I.: 
OffIitel 74 75 19 l8 
LLDP£ 4S 39 4 11 
HDPE 46 J8 3 10 
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For the overall complex 66% enaineering. 66% ordering. 32% construc-
tion and 41% physical progress has already been achieved. 

The project is expected to be completed on schedule. 

[Ministry of Petroleum and Natural Gas D .. O. No. L-1501612194-GP 
dated 29.11.1995] 

Comments of Audit 

No "Comments. 

Recommendation No. 10 

The Committee arc dismayed to find that the HBJ pipeline is being 
heavily underutilised. The capacity utilisation during the last three years 
was 8.71, 10.55 & 13.641 respectively against an installed capacity bf 18.2 
MMSCMD. The CMD GAIL informed the Committee during evidence 
that had the pipeline been fully utilised. GAIL could have earned an 
additional revenue of about Rs. 390 crores. The under utilisation is stated 
to be first due to non-commissioning of fertilizer plants and then the non-
availability of gas from ONGC. In thc prescnt circumstances when thc 
demand for gas is increasing the need for making available sufficient gas 
can hardly be over emphasised. The Committee doubt whether the HBJ 
upgradatiQn project which is prescntly under implcmcittati'on will cvcr be 
able to reach at its full capacity. However, the Ministry have assured the 
Committee that with the completion of Gas Flaring Reduction Projcct by 
July, 1996 the gas availability at Hazira wilt be 32.55 MMSCMD. The 
Committee hope that there would be no sl1ppage in completion of this 
project and the HBJ pipelines even after upgradation docs not remain 
underutilised on account of non-availability of gas. 

Reply of '''e Govemmenl 

The Gas Flaring Reduction Project being implemented by ONGC has 
the following components: 

(i) NQP platform at "Bombay High. 

(ii) SHG platform at Bombaay High. 

(iii) ICP-Heera trunk pipeline. 

(iv) The second Basscin-Hazira trunk pipeline. 

(v) Expansion of the Hazira Ga.lli Terminal. 



The first three components of the project have been cOmpleted. With 
thil. as also with improved supply from existing gas wells. the average 
supply of gas at Uran and Hazira terminals in the ,period April-July. 1995 
has risen to 36.3 MMSCMD from an average of 30.5 MMSCMD in 
1994-95. 

The second Bassein-Hazira trunk pipeline is expected to be commis-
sioned in Decc1nber, 1995. The expansion of the Hazira Gas Terminal is 
scheduled to be completed alongwitb the completion of the HBJ upgrado-
tion project as per Government approved schedule. 

[Ministry of Petroleum and Natural Gas D.O. No. L-lSOlfV2194-GP 
dated 29.11.1995] 

CoDUDellta of Audit 

No Comments at this stage 

Recommendation No. 11 

The Commillce have been informed that though the availability of gas 
was initially assessed at 98 MMSCMD by the sub-group of Ministry of 
Petroleum and Natural Gas, on reassessment by ONGC it was found to be 
67.53 MMSCMD only which necessitated review of allocation to the 
various consumers. The Ministry of Petroleum and Natural Gas hIlS formed 
a Gas Linkage Committee to reassess the production potential and 
prioritisation necessary for deferrin. certain projects for avoiding the 
mismatch between gas availability and allocations. The Committee arc 
perturbed to note that some power, fertiliser and other plants in different 
regions qtny be substantially delayed or may not even see the light of the 
day due to nOll-availability of gas. [n these circumstances. the proposed gas 
pipeline from Middle East expected to carry 56.6 MMSCMD of natural ga.~ 
can be the only hope to fill the gap between gas availability and 
requirement. They, therefore. recommend the Government to ta\e effec-
tive steps for an early implementation of Middle East Pipeline Pr9ject and 
ensure signing of the lona term Gas supply contract within this year so that 
the first pipeline for carrying 28.3 MMSCMD of gas is commissioned by 
1998. The Committee also feel that since GAIL has also attained sufficient 
experience in pipeline projectl. it should also be invol.cd in the implemen-
tation of this project to the extent possible. 

Reply of lbe Govemment 

In September. 1994 an agreement on Principal Terms was sialled with 
Omun to ~nnblc the Oman Oil Company to take up the PhOAC-1I of the 
feasibility study for I1lc Oman-India subsea gas pipeline project. Oman Oil 
Company have since made some prolress in the feasibility study. The 
progreSo'! ill being monitored by a group of Experts from the Indian side. 
The Long Term Gas Supply Contract can be signed with the Oman Oil 
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Company oilly after the successful completion of Phase-II of the feasibility 
study. 

GAIL hu since been dcsipated as the asency which will oelotiatc, and 
once that is successfully accomplished, enter into the Long Term Gas 
Supply contract with Oman Oil Company. 
[Ministry of Petroleum and Natural Gas D.O. No. L-1501612194-GP dated 

29.11.1995] 

Comments of ".o, 
No Comments. 

Recommeadatlon No. 22 
R&D activities of the company is another arca where the Committee 

want to express their deep concern. The percentage of eXpe'Ilditure on 
RetD to the total turnover the Company is stated to be 0.00075 and 
0.01995 during the year 1991-92 and 1992-93 respectively. The Committee 
are not happy with the current level of expenditure on the R&D act1vities 
of GAIL which is quite insignificant compared to the total turnover of the 
company. The Committee. therefore. strongly urge the Company to 
increase its outlay on RetD activities. The Company at prescnt is 
depending on external research bodies such as NCL. Pune, liP, Dehradun. 
TERI. Delhi and ElL for its research work. The Committee feel that much 
research has to be done in the field of Natural Gas and keeping this in 
view the Company should have its own fuU-fledged R&D centre. They 
WOUld. therefore. urge that the proposed R&D Centre Ilt Gas Training 
Institute at NOIDA should be set up expeditiously. 

Reply of ,be GOyern~1 
lSI phase of Gas Training Institute at NOIDA is expectc\! to bc 

commis.~ioncd by Dec .• 1996. The setting up of Gas Training Institute 
would help GAIL in doinS research work in-house. 

GAIL has launched in 1992-93. an experimental programme for intro-
duction of Compressed Natural GIIS (CNG) in road transpon sector in a 
pilot scalc project. CNG has been introduced in Delhi. Bombay and 
Baroda involving an expenditure of over RI. 8.00 erores. GAIL has also 
imported CNG kits for conversion of vehicles to eNG fuel. GAil has 
sponsored R&D projects on CNG to outside parties such as lIP. Dc:hradun 
and ARAI. Pune. Further, GAIL is contributin. its resources such as 
CNG kits and CNG to ARAI, Pune, VRDE, Ahcmad Nalar, liT Delhi to 
Promote usc of CNG in the Transport Sector. 

R&D activities in GAIL are beaded by a full-time senior management 
level offICer. GAIL is persuin, R&D activities in the following areas with a 
view to effectively utilize GAIL's resources. 

1. Natural Gas Distribution 
2. Natural Gas Vehicles 



3. Energy conservation in operating plants 
4. Other related areas. 

Currently about 2S differcnt projcct proposals are under evaluation for 
possible funding by GAIL. The total bOO,et estimate for these proposals is 
approximately RI. 10 crores. 

To boost R&D activities in GAIL, a computer network 'ERNET' 
(operated by DOE) has been installed to have acc:css tu latest tech.-
nologies, processes, equipment, patents etc. related to natural las and 
petrochemicals industry in the world. 

The details of research and development projects sponsored by GAIL to 
various institutions is annexed. 
[Ministry of Petroleum and Natural Gas D.O. No. L-1SOl612194-GP 
dated 29.11.1995] 

Comments of Audit 
No Comments. 



CHAPTER m 
RECOMMENDATIONS WHICH THE COMMITI'EE DO NOT 

DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 
Ilecgamead.doa No. 1l 

The Committee note that after technical evaluation of the tenders for 
purchase of steel pipes. ElL recommended acceptance of offer of the 
Japancse Consortium for liacpipes of thickncu 0.87.5" & 1.()621' and that of 
the Brazilian firm for 0.625" and 0.75" thickness. 10 spitc of this die teoder 
Committee of GAIL recommeoded on 26th July, 1984 to Government tbe 
acceptance of offer of JapanclC Consortium for the cntire quantit)'. On 7th 
May, 1985, GAIL was advised to issue Letters of Intent to both the partics 
for purchase of lioepipea of approximately 3SO Kms from each. Subse-
quently, the Japanese Consortium agreed to offer 11% discount if at, leut 
60% of the order was placed on it. Finally, with Government approval, 
(arm orders for linepipes were placed on 15th July. 1985 with the Brazilian 
firm for 287 Kms and with the Japanese consortium for 373.5 Kml. 

Reply of the Government 

This point has been dealt along with recommendation No. 13. 
(Ministry of Petroleum and Natural Gas D.O. No. L-1501612194-GP 

dated 29.11.1995] 

Comments of Audit 
No Comments. 

Rewmmeodation No. 13 
The Committee fail to understand the insistencne of GAIL on larger 

purchases being made from the Japanese Consortium although their offer 
evcn after taking into account thc 11 % discount was not cheaper than the 
Brazilian offer as admitted by the Secretary, Ministry of Petroleum & 
Natural Gas during evidence. In fact, as pointed out by Audit, the 
palccmcilt of orders for line pipes of thickness 0.625" and 0.75" with the 
Brazilian firm and balance with the Japanese Consortium as recommended 
by ElL intlially would have resulted in substantial saving of foreign 
exchange to the tune "f Rs. 10.88 crores. The arguments advanced by the 
cOmpany that higher order was placed with the Japanese Consortium in 
view of the availability of OECF loan and reliability of supply are not 
tenable. F:or, the Bralilian firm was also eligible for OECF loans. 

An agent had been appointed by the Jap.tnesc Consortium to whom 
Japanese Ycn 9()6 million (approx.) was paid. But the Consortium failed to 
inform the GAIL about the appointment of this agcnt. This amount ha.'\ 

28 



29 
" 

been claimed by GAIL as compensation from the Consortium and the case 
if stiD pending before arbitration. In the opinion of the Committee this 
aspect warrants further probe. The Committee are also unhappy over the 
lifting in April, 1991 of the ban imposed on the Public Underta~inp on 
future business dealings with Sumitomo Corporation, which was imposed 
in February. 1990 while the compensation claim of GAil in this matter is 
stiD pending before arbitration. 

Reply or tbe Government 

The two offers considered for the supply of 36" lincpipes were those of 
~. Petrobras of Brazil and the Japanese consortium. The timely supply 
from Brazil was in doubt since. 

(i) The Brzilian company ha~ only one mill as against five mills of the 
Japanese consortium. 

(ii) The Brazilian company earlier offered extended delivery schedule 
which were later radically altered to suit the project schedule. 

An expert Committee visited Brazil to make an assessment of the 
capabilities of Petro bras. One of the important faces who emerged was 
that the Brazilian firm had to procure steel plates from It steel mill situated 
1000 kmtrs. away from the pipe mill. After taking all factors into account, 
it was decided to place orders for 36" Iincpipcs as follows: 

(i) Phase-. (Hazira-Bijaipur sector, 275 kmtrs. 110.000 tonnes)-from 
the Japanesne consortium. 

(ii) Phase-II (Hazira-Bijaipur sector, 380 kmtrs. 142,000 tonncs)-from 
the Brazilian firm. 

During price negotiations, the Japanese consortium offered an 11 % 
diScount on the FOB price provided 60% of the order was placed on them. 
This was agreed to and an order of about 40,000 tonnes was shifted the 
Brazilian firm to thc Japanese consortium. 

The orders as finally placed involved an extra cost compared to placing-
the entire order of 36" Iincpipes on Petrobras. As explained above, the 
decision to incur this extra cost was taken with a view to securing the 
reliability of supply for Phase-. of the Hazira-Bijaipur sector which was 
considered critical for matching the commis.4Iioning schedule of the fertiliser 
prant at Guna. 

So far as the arbitration between GAIL and Sumitomo is concerned, the 
arbitrators have since given their award. In terms of the award GAIL has 
realised half of the Jap. Yen 906 million deposited by Sumitomo in GAIL's 
account. 



30 

The decision taken in April. 1991 to withdraw the orders issued by this 
Ministry to PSUs under its administrative control not to live further 
business to the Japuese consortium wu taken after a view of the 
representation made by ~. Sumitomo Corporation and after 
t.U. Sumitomo Corporation agrced to: 

(i) Entcr into an Arbitration Agreement with ONGOOAIL. 
(ii) Deposit an amount equivalent to the agcncy COJl1llussion' in tbe 

account of O.NGOOAIL pending the arbitration award. 
The Cabinet Committee on Political Affairs had considered the matter in 

its meeting held in May, 1990 and October, 1990. It was felt that the 
continuation of the order of not, doing business with the Japanese firms 
which were members of the consortium had become an irritant in the 
overall relationship between Japan and India. It was also felt that the 
arrangcmcntll for arbitration proposed by Moil. Sumitomo Corporation 
should be adequate to take care of the interests of the country. 

[Ministry of Petroleum and Natural Gu D.O. No. L-1S01612194-OP 
dated 29.11.1995] 

Comments or Audit 
No Comments. 



CHAPTER IV 
RECOMMENDA nONS IN RESPECT OF WHICH REPUES OF 
GOVERNMENT HA VB· NOT BEEN ACCEPTED BY THE 

COMMITTEE 
Ileco ....... datloa No. 2 

The company has been liping Memorandum of Understanding with 
the Ministry of Petroleum and Natural Gas since the yeu 1990-91. While 
tbe performance of the company is stated to have been adjudaed IS 

excellent during these yean, the Committee are not happy with the delay 
in signing of these MoUI. The MoU for the year 1993-94 was signed on 
13th August, 1993 i.e. after four months of the beginning of the current 
financial year. It il intriguing to note that the MoU was sent by company 
to the the Ministry on 11th February, 1993 but the Ministry approved it 
only on 10th AuJUst, 1993. The Committee deprecato the inordinate 
delay OD dtc part of administrative Ministry in approving the MoU. 
Tboup botb, the company as well u the Ministry, feel that it is morc 
advaDta,eo. to lip the MoU at tbe beainnin, of the financial year, no 
taaJlble fCUOna could be adduced before the Committee for delay in 
aipina tbe NoU.. The MoU far the year 1994-95 bas also not been 
lipod upto dac end of March, 1994. The Committee feel that in order to 
mate the .,.&em of MoU more effective and to ,lYe adequate time to the 
company 10 fulfiU ill obli,ations under the MoU. the same should be 
siped well before the bepnnin, of the financial yoar . 

..,., f1l die Go ............ 

The draft MoU. lulllDittcd by tbc PSUs Ire diKuucd in the mootiDp 
of tile Adchoc Tilt fo.. and thereafter by lbc Hlp Powered Coaunlt· 
. tee u.r the Oaainunahip of Cabinet SecretlJ')'. TbeIe meetinp are 
orpailed by &be DcpartlUDt of hbUe EDtorprila. It II only after the 
. deanacc of die Hip Powered Committee dae MoUs CUI be fiaaliIecl by 
.... MiDiItIy. Altho..... every effort II made by the Ministry to fiaaliu 
tile NOU. U 100ft U pouiblc, the Coaunktcc may kindly appreciato dlat 
tile timln, II not completely "'r tile control of tlUs MinistfJ. 

Since tbC DepartmeDt of Public Enterprila is abc adminiltratiyc 
Depart..... concemed. the observations o! the Committee were c0m-
municated to that Department for examination. The Departmcot of 
Public Enterprises bve pointed out that over 100 PSEs arc sianing MoUs 
since lut 3 years. The MoU sipin, procell involvCl 3 parties, viz. PSE, 
ldmiDialrative Miasitry and tbe Adhoc Task forccc (A TF) and is 
COIIIpleted in 4 atap. 
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In the first stage, the draft MoU is submitted by the PSE after due 
consultations with the Ministry, to DPE. normally, in the months of 
December. 

In the second stage, the MoU meeting, to finalise the MoU, between the 
A TF, PSE and the Ministry takes places in March. "I:hcse meetings ClUJ be 
held only after the presentation of the Union Budget because MoV targets 
are linked to budget targets, besides performance of PSEs is affected by 
budget proposals. 

In the third stage, the PSE revises the MoU on the basis of the outcome 
of the MoV meeting and after consultation with the Ministry. Normally. 
rbe 'SEs, arc taking about 2 months to submit the revised MoUI. Finally. 
Dopartment of Public Enterprises (OPE) takes the. clearance from the 
HPC for all the MoVs and communicates the HPC's approval of the MoUs 
to the PSEs and the Ministries in the Month of May. 

The Department of Public Enterprises have added that the early signing 
of the MoV is critically dependent on the submmission of the revised MoU 
by the PSEs. The Ocpartment has time and again impressed on the PSEs 
the need to submit revised MoV within minimum time so that clearance 
fro-':l1 the HPC can be obtained in the month of April itself. 

So far as GAIL is concerned, the MoUfor 1994-95 was approved by the 
High Powered Committee in June, 1994 and the MoU was signed in July, 
1994. For 1995-96. the approval of the High Powered Committee has been 
received 011 11.8. rw5 Dnd the MoUhas been signed on September IS, 
1995. 

[Ministry of Pctroleum and Natural Oas D.O. No. L~lSoilV2l94-0P 
dated 29.11.1995] 

Comments of Audit 
Ministry has not indicated the time taken in each' stage to sign the MoV 

in July. 1994 for 1994-95 and in September. 1995 for 1995-96 in u 
chronological order to to pinpoint the stage where the delay actually 
occurred. 

Comments of tbe Committee 
(-PI. See paragraph No. 10 of Cha'pler I of the Report) 

Recommendation No. 15 
In order to enable GAIL to supply gas to various consumers by 1995-96 

to whom gas ha.~· been allotted. the upgradation of the existing HBJ 
Pipeline System is being taken up. The Committee are shocked to observe 
thaI. thougb the Techno Economic Feasibility Report for the HBJ 
Vpgradition Project was submitted by the Company in Noycmbcr, 1990, 
the project was finally approved only on February, 1994. Meanwhile the 
cost of the f.rojcct has escalated ·from Rs. 1427 crores to Rs. 2376 crores 
i.e., by ahout 66%. The Committee strongly deprecate such ",ordinate 
delays in approving [he projects and desire the Government 10 evolve a 
system to ensure that such delays arc avoided in future. 
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Reply of the eo"ernmeal 
In the oral evidence before the Committee, the Ministry submitted that 

the time taken to clear the proposal was mainly due to the examination of 
the availability of gas for the upgradation. The Gas Linkage Committee 
recommended the upgradation in its meeting held on 21.2.1992. Thereaf-
ter, the Prime Minister ordered a review of gas availability/commitments. 
A presentation was made in August, 1992 to the Prime Minister who 
approved the proposed Action Plan of the Ministry ami also directed that 
the projects required to be completed for achieving the gas profile be 
completed cxpeditiously. The decision to approve the upgradation was 
taken in view of that directive. 

This Ministry is acutely aware of the need to consider and approve the 
project proposals of the PSUs in time. The CMOs of the PSUs draw the 
attention of Secretary, PNO to all pending proposal'! in their monthly' 
letters. The status of pending proposals arc also monitored in the quarterly 
performance reviews of each PSU. Besides the above. these arc also 
discussed in the fonnightly staff meetings held by Secrctary. PNG with the 
officials of the Ministry. 

[Ministry of Petroleum and Natural Gas D.O. No. L-150l612194-GP 
dated 29.11.19951 

Comments or Audit 

No com lilC IIt!i. 

Comments or the Committee 
(PI. sec paragraph No. 27 of Chapter I of the Report) 

Recommendation No. Z3 
The Committee appreeiatc that the profits of the Compilny arc showing 

increasing trend. During 1990-91, 1991-92 and 1992-93 the profits of the 
Company were Rs. 22.73 erores, Rs. 93.55 and Rs. 210.53 crores 
respectively against thc cstimates of Rs. 15.35 crores. Rs.41.8S crorcs and 
Rs. 109.08 crores. The Committee hope that the Company will make 
continuous efforts to maintain this increase in profits. However. they fcc I 
that targets should be made morc realistic in order to avoi~ complacency 
and get better results. 

Reply or the Government 
Actual profit for 1993-94 was Rs. ~20.54 crofes ngainst the revised 

estimated profit of Rs. 275.62 crores. The profit fbr 1994-95 was Rs. 361 
crorcs (provisional) against the target of Rs. 253 erores. These figures 
would show Ih.u' GAIL is not suffering from any complacency and is 
straining itself to achieve highcr standards of performancc. 
[Ministry of Petroleum and Natural Gas D.O. No. L-15016/2/94-GP 

. datcd 29.11.1995] 



Co_call 01 Audit 

The actual profit for 1994-95 was Rs. 368 crores alainst tbe target of 
RI. 253 crores which needs to be more realistic. 

Comnaeotl of the Committee 

(PI. sec paragraph No. 30 of Chapter I of the Report) 

Recommendalion No. 15 

The Committee arc surprised to find that though the Gas Use Policy 
Paper preparcd by the Ministry which was accepted. by Committee of 
Secretaries have recommended to allow the Company to allocate 10% of 
tbe total availability of gas on its own, the Company has not been givoo 
this right whieh sometimes results IDw aoo .... tU ... tloa 01 .... The Commit-
tee have also been informed by the company that even for small allocation 
if relea.~d bv one customer. the matter is discussed by the· Gas Linkage 
Committe,,'. The reply of Ministry that the request of the Company to 'get 
allocation right of 12.5% of las will be considered when the availability of 
g85 improves is far from convincing. The Committee, thcrcCore. recom-
mend the Government to give some autonomy to the company in the 
matters relating to marketing so that the company may be able to sbow 
better results. 

Reply or the Government 

The policy of bulk-allocation of a certain percentaae quantity of ps to 
GAIL, for further sub-allocation to consumers at its discretion, would 
result in the gas being sold to the consumers willing to pay the highest 
price, irrespective of the end-use. The current demand-supply position of 
gas in the country is 10 critical but Government considers it in public 
interest that gas to be alloned to high priority end-uses in thc larger social 
interest. The possibility of impl~mentin& the recommendation of the 
Committee will be considered. once the gu supply position improves. 

1Ministry or Petroleum and Natural Gas D.O. No. L-1S01612 / 94-0P 
daled 29.11.199S] 

Co ...... tI of Audit 

The Committees recommendation was particularly for non·utilition of 
'available sItS. The appprehcnsion of the Ministry that JIll would be sol" 
otherwise if discretion is given to GAIL can be eliminated if suitable 
safeluards ure prescribed. 

COIIUDeIItI of tIN! C ... lttee 

(PI. sec pafaaraph No. 36 of Chapter I of the Report) 



CHAPTER V 
RECOMMENDATIONS IN RESPEcr OF WHICH FINAL REPLIES 

OF GOVERNMENT ARE STILL AWAITED 

Recommendation No. 10 
Two agreements were signed by GAIL and the Consortium on 

10th May, 1986 for execution of the contract. Clause 3.8.1 of the 
agreement provided tbat in ca.lle the Consortium failed to complete the 
work within the stipulated period, then the Consortium would pay 
liquidated damages for every week of delay or part thereof to be calculatcd 
at the rates prescribed therein. For delay in construction of various 
sections. GAIL called upon the Consortium on 23 Al.liust. 1988 to pay 
liquidated damages estimated at Rfi. 75.51 crores (Rs. 149.81 crorcs as per 
exchange r:llc of :\1.12.1993). The Consortium did not accept the claim but 
instead pr::fcrred a counter claim of Rs. 638.54 crores (Rs. 1418.42 crores 
'u per exchange rate of 31.12.1993) against GAIL alleging tbat the 
Consortium was prevented from fulfilling obligations under the contract 
due to various reasons for which GAIL was responsible. 

Reply or the Government 

The CllOsortium raised the claim at the International Chamber of 
Commerce, Puris. On the basis of this claim, ICC, PllriS initiated 
arbitration proceedings. GAIL moved the Delhi High Court seeking an 
order of stay on the arbitration proceedings. which was granted. Further, 
the claims of the Consortium have been held not to be arbitrable in 
accordance with the provisions of contract between O-",[L and Consortium. 
The judgment to that effect delivered by the Honourable Single Judge of 
tbe Delhi High Court haa been appealed a,ainst by the Consortium in Il 

Letters Patent Appeal which is pending for hearing by a Division JJench of 
the Hi.h tou rt. 

In the above said judgement of the High Court GAIL's clainl for 
Liquidated Damages and invocation of Performan~ Bank Guarantee 
furnished by the Consortium, have been beld to be arbitrable. 

(Ministry of Petroleum and Natural Oa.4i D.O. No. L·15016"2.AJ4-0P dated' 
29.11.1995) 

Comments of Audit 

No comments at this staae. 

COIIUIIeIIts of the Committee 
(PI. set Paragraph No. 23 of Chapter J oftbe Rcpon) 

35 
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Recommendation No. II 
The case regarding encasbment of performance guarantee is stated.to be 

pending before a French Court and the case regarding claims of liquidated 
damages is before the International Chamber of Commerce. It was on the 
request of the French Government. thlt the Government of India 
appointed a Joint Committee in March. 1993 with the approval of the 
Prime Minister to resolve the dispute between the two companies. The 
recommendations of this Committee are awaited. The Committee recom-
mend that all efforts should be made by Government to resolve this 
dispute at the earliest under intimation to them. The Committee do not 
appreciate the role of tbe Ministry in the matter in as much as it did not 
consider it appropriate to intervene in the dispute between GAIL and Spie 
Capag on the plea that it was of a commercial nature. 

Reply or the Goverament 
The matter pertaining to liquidated damages and invocation of Perfor-

manec Bank Guarantee by GAIL, has been referred to an Arbitral 
Tribunal constituted in accordance with the rules of Conciliation of 
International Chamber of Commerce-International Court of Arbitration. 
Paris. There has been no further hearing in French Appellate court 
pertaining to the case of encalihment of Performance Bank Guarantee by 
GAIL. 

The Joint Committee has had five meetings so far. As decided by the 
Joint Committee. GAIL. Spic Capag. the leaders of the consortium have 
had a fresh round of discussion to seek a solution to thc dispUte. However, 
these discussions remain inconclusive. The loint Committee in their last 
meeting noted the differences in the position of the two companies. The 
Joint Committee ha~ not yet submitted any report to the Government. The 
Committee have decided to continue the efforts to find the solution to the 
dispute. 
[Ministry of Petroleum and Natural Gas D.O. No. L-1501612194-GP 

dated 29.11.1995] 
CommentS of Audit 

No comments at this stage. 
Comments of the Committee 

(PI. see Paragraph No. 23 of Chapter I of the Report) 
Rec:ommendaUolJ No. 14 

The Boreri-Sawai Madhopur branch line originally included in the HBJ 
Pipeline Project was subsequently cancelled due to change in location of 
fertilizer Plant from Sawai Madhopur to Gadcpan. The Committee are 
constrained to observe that though the possibility that the Fertilizer plant 
would not be catablishcd at Sawai Madhopur became known by AUlust, 
1987, the contractor was informed by GAll only in May, 1988 about the 
cancellation o~ that branch line. The contention of the company that it was 
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awaiting a decision from the Department of Fertilizers about the relocation 
of the fertilizer plant, is not acceptable to the Committee since this 
decision was taken only in October. 1988 i.e .• five months after tbe 
cancellation of the Boreri-Sawai Madhopur section had been intimated to 
tbe contractor by GAIL. Although the Committee do not appreciate the 
delay in taking a decision about the location of the fertilizer plant they arc 
of the firm opinion that GAIL and the Ministry of Petroleum and Natural 
Gas failed to pursue the matter with the Department of Fertilizers with a 
view to get an early decision in the matter since it was ultimately GAIL 
who was going to lose by way of expenditure of the pipeline section which 
was not needed. The Committee are perturbed to observe tbat tbis delay 
in taking timely decision and communicating the same to the Consortium 
resulted in uncertainty about recovery of Rs. 9.50 crores claimed by 
GAIL. The Committee, tberefore, recommended that such lapses sbould 
not be allowed to recur in future. They would also like to be informed 
about the final outcome of the claim preferred by GAIL on Consortium on 
account of reduction in eost. 

Reply of the Government 

The deletion of work pertaining to Boreri-Sawai Madhopur section of 
the pipelinc was intimated to the Consortium before the Consortium 
mobilised for taking up the laying of the line in that section. In accordance 
with·the provisions of tontract, the amount payable for approx. 104 km of 
this section of pipeline was not paid to the Consortium. As such there is 
no question of any recovery from Consortium. 

The Consortium have. however. preferred the claims that the deduction 
of the entire Rs. 9.5 crores by GAIL was not justified as the Consortium 
had made some mobilisation before the cancellation. This claim is a part of 
the total claim of USD 450 million raised by the Consortium. This entire 
claim has been held by the Delhi High Court to be non-arbitrable. The 
Indo-French Joint Committee before which the claim is also pendine has 
yet to take 11 view in the matter. 
(Ministry of Petroleum and Natural Gas D.O. No. L-lS016f.2194.GP 

dated 29.11.1995] 

Comments or Audit 
No comments at this stagc. 
Comments or the CommlUee 

(PI . . \·et! Paragraph No. 23 of Chapter I of the Report) 

Recommedention No. 14 
The Committee have been informed by the Company that the transpor-

tation charges of RI. 8SMOOO M3. fixed w.e.f 1.1.1987 give to GAIL 
much lower returns. The transportation cost worked out by GAIL in 
consultation with BICP on the same principles as adopted for ONGC 
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works out ~o Rs. 127511000 M3. Despite repeated representations by 
GAIL to the Ministry for upward revision of transportation charges. these 
have not been revised. The Committcc arc not convinced with the plea of 
the Ministry that since the gas comes under administered price regime. the 
Ministry have no say in this matter. They. therefore. recommend that the 
whole issue of pricing of gas be gone into and suitable measures taken to 
give fair returns to the Company. 

Reply or tbe Government 

This Ministry has constituted a Committee under the Chairmanship of 
Sh. T.L. Shanker. Prinieipal ASCI to recommend rcvis~ns in the prices of 
natural gali. The Committcc will look into the principles of talcdlating tbe 
transponation charges and their incidencc. 

[Ministry of Petroleum and Natural Gas D.O. No. L-1S01611194-GP 
dated 29.11.1995] 

Cumments uf Audit 

Thc Ministry has not indicated when the Committee wus constituted and 
by which d<llC the Repon of the Committee was expected for their 
examination. 

Comments of the Committee 

(PI. see Paragraph No. 33 of Chapter I of the Report) 

Recommendation No. 16 ,-

The Committee observe that in the MoV signed between ONGC &. 
GAIL though GAIL. hal to pay the penalty for its failure to lift certain 
minimum quantity of IU. there is no penalty to be imposed on ONGC in 
case it t':lils to supply the gas. The CMD. GAIL has assured the 
Committcc that he would take up the matter with ONGC. The Committee 
feci that it would only be fair if a provision for penalty is also made in case 
ONGC fails to supply the committed JIlS to GAIL. They WOUld. therefore. 
recommend that the agreement between ONGC and GAIL should be 
modified accordingly. 

Reply or tbe Government 

The current arrangement between ONGC and GAIL is such that GAIL 
pays penalty on non-lifting on a back-to-back basis after realising the 
penalty from consumers. ONOC does not pay any penalty for short-
supples. GAIL has submitted to ONGC a draft contract incorporating the 
provi5ioll for penalty on the part of the ONGC for failure to supply. The 
draft contract is currently under negotiation between ONOC lind GAIL. 

(Ministry of Petroleum and Natural Oas D.O. No. L-l§OllY2/94-GP 
dated 29.11.1995] 
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Com_II of AadJt 

The Ministry has not indicated whether they baYe accepted the recom-
mendation in principle as this is one of the most important aspect on the 
part of tbe GAIL. All tbe investment made by GAIL is dependent upon 
availability of Gas from ONGC. 

NEW DEUU; 
Deumlier 18, 1995 

AgrGhtlyfIIUI 27, 1917 (S) 

KAMAL CHAUDHRY, 
Clurlmum, 

Comm;llu on Public UftdBlalcin,s. 



APPENDIX I 
(Vide Reply to Recommendation No.5) 

WORKSIPURCHASES 

WORKS 
Acceptance of tender for approved 
works when open advertised tenders! 
limited tenders from contractors on 
the company's approved list. 
When more than one valid tenders are 
received and lowest tcnder is accepted. 
When only single tender is received. 
When lowest tender is not being ac-
cepted for valid reasons to be re-
corded. 
Extension of scope of existing works 
contract with n~ change in rates, terms 
and conditions or approval of extra 
items for existing contracts. 
Award of contracts for consultancy 
subject to fulfilment of conditions laid 
dowa by Govt. of IndiaIBoard from 
time to time. 
Award of contracts without calling for 
tenders or emergent cases on single 
quotation basis for reasons to be re-
corded in wriling. 
Powers to wuive liquidated damages in 
ase of delays in execution of contracts 
where the liquidated damages are re-
coverable Illi per contract. 
Powers far waivcr of submission of 
.earnest money/security deposit. 
Powers to extcnd completion dates of 
contracts awarded within own powen. 
Powers for forfeiturclrcfund of earnest 
money/security deposits. 

40 

EXTENT OF POWERS 

Upto Rs. 1 crore. 

Upto Rs. 50 lakhs. 
Upto Rs. 15 lakhs. 

Upto Rs. 20 lakhs for (a) to 
(e) above or upto 2Oo/u of the 
contract value whichever is 
less. ,.-
Upto Rs. 2S lakhs &. contract 
above Rs. 10 lakhs to be re-
ported to the Board. 

Upto Rs. 5 lakhs. 

Upto Rs. 5 lakhs. 

Full powers 
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WORKSIPURCHASES 

Powers to terminate contracts awarded 
within own powers. 

1. Acceptance of tenders/quotations 
For approved purchases when open 
advertised lcnden/limited lenders 
from supplic on company's ap-
proved Ii!!t: 

EXTENT Of POWERS 

Full Powers 
Compared with rhe 
ori,inal minute. of 
11 th '" 12th meeting 
of Board of Direc-
tors held on .24.2.86 
&: 25.3.86 rcapcc-
tively. 

(a) When more than one valid tenders Upto Rs. 1 crore5. 
arc. received and lowest tender is 
1I~"Ccph:d . 

(b) Whcn only single tender is received Upto R!!. 5U Lukhs. 

(c) Repeat orders when there is no Upto 50"0 of the purchase or-
change in ratcs, terms &. conditions der value asolonl as the total 

value order rcmain within own 
powers. 

(d) When 'lowest tender is not being Upto Rs. IS lakhs. 
accepted for valid reasons to be 
recorded in writing. 

2. Acceptunce of contracts without cal- Upto Rs. 5 lakhs. 
ling for tenders in emergent cases for 
rcasons to bc recorded in writing/or 
on single t.:nder basis. 

3. ACCCPHlIH:C of quotations without 
calling for tenders: 

(0) For proprietory itcms. Upto Rs. 1 crores. 
(b) For controllcd category items. Upto Rs. 2 crorcli. 

(c) Fur items' against O.O.S. &. D. Upto Rs. 50 IlIkhs. 
ratl' wntract. 

(d) For surplus m:nerials equip. from Upto Rs SO lakhs. 
other Pub. Sector 



WORKIPURCHASES EXTENT OF POWERS 

(c) For placing trial order to de- RI. S lakhs. 
vclop indiaenous capabilities 
for impon subatitulCs includins 
alternate sources. 

4. Powcrs to waive liquidated damaacs Upto Rs. S lakhs. 
in case of delays in deliveries, where 
the liquidated damaacs are recover-
able as per contract. 

S. Powers for wai\ler of aubmiuion of 
earnest money/security deposit. 

6. Powers to extend completion dates of 
contracts awarded within own 
powers. 

Full powen. 
Compared with the 
orilinal minutes of ' 
11th" 12th meet-
ing of Board of 
Directors held on 
24.2.86 " 2S.3.86 
re.~pcctively . 

...... 
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AI'PIINDIX W 
(V ....... , Ie JI.a ad .... No. 22) 

AS Of'RESEARCH AND DEVIiI.OPMEIn' PROJECTS SPONSORED BY GIJL 1'0 VARIOUS 
INS111VI1ONS ARE GIVUN DIiLOW: 

Na.e 01 Spi ..... Tocal All. DeIIiII 01 .SUI •• Period PI,. 
lIIIIiIuliolll orilla Praj. AIIoc. a-chA .... 

YCir COlI bJ GAIL DewIapaIcnt MIlle 
(Ita. (Ita. ProjIcta (RI. 
LIIk.) 1.IIkbI) J,.akbs) 

...... 1\IIIIIulc IWI·¥Z ZUO ZO.OO CnlaIiDa eo.,. lWI.v2 10.00 
01 1.50 1DInIUuct .. (or .... 199M3 10.14 .....,.,.. .... 199J.M 
DIIIndIIII e ...... ... 

opal.' .... of 
QfG ItitI MCI 
... oa CNO ... ...... 11IIII11I1e IWI.IJZ MI.OO zo.OO CNG apomton eo.p.. IWI-91 10.00 

01 on Z·SIrOke Ieted 19\14-95 9.'12 
1'WoIeu •• eftlhle for J. 
DeIIndun wbocIcr 

IppliCIIlion 
(Bajlj MAe) 

IadIIn lIIIIiIule 1W4-95 ZZ.III 11.00 Dewlapmcnl of Under IWoa·V!\ 5.111 
01 l....,.-d I"I'cIpI 
Pecnllcum. InduIUiIl IIIlurli 
DeInchIn .. bumen 
AUICIIIIIIIM IWM4 I· ... ' IUD CNG operalion Under IWl-IN !I.OO 
Raeardl on 2·SIrOke fillli 1W4~ 6.50 
~ion 0( e'llinc ror J. ICiline 
IndiI I'wIe wbeclcr '-. 

Ipplicarion (API 
Mike) 

IDdIa IlIIIilUle IWJ." 0.31 0.31 Million Uncler IWJ.M 0.31 
01 PrapuaMe.CIII Propea 
TedllIDIou. fuel etrlCienl 
DeIhl e .... worki ... 

on convelllionlli 
nan-

COIIVearionIl 
f_ 

bIdiIn lns&iIUII: 1W4-95 D.» 0.20 CNG Uilliulion Uncler 1994-95 0.26 
01 in IDIIhicylindcr '1OIfCII 
TedInoIo&Y. ,...r car 
Delli 5.1. Enaine 
IacIIan IlIIIIluae 1W4-95 7.20 7.20 CNO lIIi .... tion Under 19114-95 7.20 
01 In liaaJe PropaI 
TedllIOIoD. cyIiader I_ti· 
DeDli qlin.r dine! 

e"li-
Minenl 1994-95 21.70 21.70 Coir Bed Onrl IW4-¥5 19.00 
EIpIoriaioa Mar .. nc project final 
Corpn. Lad .• repon 
NaiPur Submil-

led 
Nadoail IWI·92 34.CXI JUO Dcvelopmeal of Compo IlIID-II4 34.00 
ClIeeicII proceu Cor lei. 
I.IbanIory • CM¥erIin. 
Pune nllur,1 a- liI 

ElhI,ene 

TOIII 141.77 IlII.77 117.33 



APPENDIX IV 
MINUTES OF TIlE 3611f SITnNO OF COMMllTEE ON PUBLIC 
UNDERTAKINGS (199S~96) HELD ON 12TH DECEMBER. 1995 . 

• • 
The Committee sat from 1500 to ISSO hrs. 

PRUDIT 
Sqn. Ldr. Kamal ,Chaudbry-Clulirnuua 

2. Prof. Susanta Cbakrabony 
3. Shri Oscar Fernandes 
4. Smt. Sheela Oautam 
S. Dr. A.K. Patel 
6. Shri Pius Tirkey 
7. Shri Dccpankar Mukherjee 
8. Shri Krishan La) Sharma 

MEMBERS 

SECRETARIAT 

1. Shri O.C. Malhotra Joint Secretary 
2. Smt. P.K. Sandhu Director 
3. Shri P.K. Grover Unar SICr"tIT~ 

• • 

OFFICE OF THE COMPTROLLER AND AUDITOR GENERAL OF 
INDIA 

1. Dr. B.P. Mathur Additional Deputy C&AG-cum-c'ltairman, Audit 
Board 

2. Shri Jagbans Singh Assistant CdtAG 
I. Consideration and Adoption 0/ Dra/t Report on Hindustan Organic 

Chemicals Limited. 
• • • • • 

II. Consideration and adoption 0/ dra/t Report on Burn Standard Com-
pany Limited. 

• • • • • 
III. Consideration and Adoption 0/ Dra/t Report 011 Action Taken by the 

Government on the recommendatio,., contained in 36th Report 0/ 
Comminee on Public Undertakings (1994-95) on GIlS Authority 0/ 
India Limited. 

• Minutes rcll1lin& 10 items I' I and II hive been kept separately. 
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13• Tllereaher the Comm;, ... ~ ,be draft repon .. Actio. 
Taken by Govemment on the recommendations comained in 36tb Report 
of Committee on Public Undertakinp (1994-95) on Gas Authorily of India 
Umitcd and adopted the same. 

4. The Committee authorised the Chairman to finalise the draft reports 
011 the basis of fad ... YCrificatioa by the MinistrylUndertalc.ina and Audit 
and to prescnt tbe same to Parliament. 
The Commiltee ,hm adjourned 



APPENDIX V 
(VIde ..... 3 of 1atrcMI1ICtIoa) 

Analysis til Ih~ Action Taken by Government on the recommendations 
cOnillined ;n tire 36th Report 0/ the Committee on P"blic Undertdin,s 

(Telllir Lolc SabhG) (In Ga Awhorily 0/ Indiu Limilrd. 
I. Total number of recommendations 26 

11. Recommendations that have been accepted by the 15 
Government (vide recommendations at 51. Nos. 1. 
3-9. 16-22) 
Percentage \0 total 57.7% 

01. Rccommcndations which the eommittee do not desire 2 
to pursue in view of the Oovernment'~ replie~ (vide 
recommendations at 51. Nos. 12. and 13) 
Percentage to total 7.7% 

IV. Recommendations in rcspcc:t of whieh replies of 
Go\,ernment have not been accepted by the Commit-
tee (vidc recommendations at SI. Nos. 2. 15. 23 and 
25) 
Percentage to total 

V. Rcculllmcndlitiolis in respect of whieh final replies uf 
Government arc still awaited (vide rcc:ommendaliOAS 
at 51. Nos. 10. 11. 19. 24 aad 26) 
Percentage to total 
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15.4% 

19.2% 
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