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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been' 
authorised by the Committee to submit the Report on their behalf, 
present this Forty-Fourth Report on the Action Taken 'by Govern­
ment on the recommendations contained in the Eighteenth Report 
of the Committee on Public Underta,kings (Fifth Lok Sabha) on Heavy 
Engineering Corporation Ltd. 

2. The Eighteenth Report of the Committee on Public Undertak­
ings (Filth Lok Sabha) on Heavy Engineering Corporation Ltd. was 
presented to Lok Sabha on the 27th April, 1972. The replies of Gov­
ernment to all the 58 recommendations contained in the Report were 
received by the 6th March, 1973. 

3. Further information in respect of recommendations at Serial 
Nos. 2, 5, 6, 12, 18,23,24. 25, 27, 41, 42, 46, 47, 48 and 54 was called for 
on the 29th December, 1972. The requisite information was received 
by the 5th July, 1973. 

4. The replies of Government to the recommendations contained 
in the aforesaid report were considered by the Committee on Public 
Undertakings (1973-74) at their sitting held on the 31st July. 1973. 
The Committee desired that further information may be called for 
in respect of recommendation at Serial No. 48. The desired informa­
tion was furnished by Government by the 12th September, 1973. 

5. The replies of Government were again considered by the Com­
mittee on Public Undertakings (1973-74) on the 20th November, 1973 
and the Chairman was authorised to finalise the report on the basis 
of the deciSions of the Committee. 

6. The Report. has been divided into the following four chapters: 

(i) Report. 

(ii) Recommendations that have been accepted by Government. 

(iii) Recommendations which the Committee do not desire to 
pursue in view of the Government replies. 

(Iv) Recommertdations in respect of which replies of Govern­
ment have not been accepted by the Committee. 

(vii) 



(viii) 

7. An analysis of the action taken by Government on the recom­
mendations contained in the Eighteenth Report of the Committee 
is given in Appendi.x XII. It would be observed, therefrom that out 
of the total number of recomlnendations made in the Report 55 per 
cent have been accepted by Government. The Committee do not 
,desire to purSUe 38 .per cent of the recommendations in view of Gov­
ernment's' replies. Replies of Government in respe::t of 7.par oeat 
recommendations have not been accepted by the ComJrlittee. 

NEW Du.HI; 

Dec,mber 19, 1913. 
Agrahayana 28, 1895 (S) . 

SUBllADRA JOSHI, 

ChainnGn, 

Committee 0'1'1. Public Undertakingi 



CHAPTER I 

REPORT 

A. Agreement for Supply of Plant and· Equipment Foundry 'Forge Plant 

RecommendatioD (Serial No.2) 

In paragraphs 3.8 and 3.9 of their Eighteenth Report (i'ifth Lok 
Sabha), the Committee on Public Undertakings (1971-72) had noted 
t,q.at ~~.arfo!swq+tl\ more than two croreB:of Rupees were received 
~ucJ:1before ~be rereipt of plant and equipment for which the spares 
w~re reqllired. The spare&. rusted in the stores till the plant and equip­
ment arrived. The ~pital. remained. blocked. The' loss· of irrterest had 
~Qot pee~ calculated, In ,their explanation for the'loss, the Corpora­
,tion me~~ly, stated "preSlilm.ably it was considered that the spares 
'WOUld be ~'Wp~d along with the equipment." In the opinion of the 
Committee, the huge loss suffered by the Corporation was due to 
utter lack of. coordination. 

The Committee, therefore, recommend that the Ministry should 
re-examine the whole matter and fix .responsibility for this serious 
lapse. 

In their reply the Ministry have stated that the case was re­
examined by an Enquiry Committee comprising GM/FFB, Chief 
Engineer (HQrs.) and Additional Controller of Finance and Accounts 
(Hqrs.) set up by the HEC. The Enquiry Committee after careful 
consideration of the enti,re case has come to the following conclusions: 

"On scrutiny of the available records and other papers the 
following facts are reasonably established: 

(i) There are indications that HEC took some definite steps 
,for the deferment of supply of equipment and spares. 

(ii) 'The equipment worth about Rs. 3.5 crores ordered for 
the first stage of FFP was received one year after the 
due date but before the request for deferment was made. 

(iii) Some of the deliveries of spares were in fact made later 
than the original dates of delivery thereby resulting 
in deferment of supplies. 

(iv) As spares were not received earlier then the equipment 
there was no loss of interest on the value of spares re­
ceived. 
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(v) Spa rei worth about Rs. 2 crores were not received earlier 
than the equipment as has been indicated in the 18th 
Report of C.P.U. 

The time lag between the receipt of the equipment and the actual 
start of erection was about 21 mopths and this time lag does not 
appear to be due to lack of coordination. 

Since all the senior officers who have dealt with the case have 
since left the Corporation, it is not possible at this stage .to fix up 
responsibility". 

The Committee are surprised as to how the Enquiry Committee 
have come to the conclusion that the spares worth about Rs. Z crores 
were not received earlier than the equipment when the Chairman, 
HEC himself had eDClorsed the facts in this regard as stated in Para­
graphs 3.1 to 3.7 of the Report. The contention that the responsiblllty 
for the lapse cannot be fixed 'ltecause senior oftlcers who dealt with 
the case have left the corporation is totally unacceptable. 

The Committee, therefore, reiterate their earlier recommendation 
and urge that tlae matter should be re-examined. 

B. Manufacture of Derrick Mast 

Recommendation (Serial No. 23) 

The Committee expressed their regret that the Corporation pro­
ceeded with the manufacture of 100 Ton Derrick Mast without pro­
per examination of its necessity. The Derrick Mast which was com­
peted at a cost of Rs. 1.17 lakhs was not sold to the Rourkela Steel 
Plant on the plea that it would be utilised in the plant itself. But 
actually the Mast was not utilised and lent on hire to Rourkela Steel 
Plant without settling the terms and conditions therefor. Failure to 
supply the detailed drawings alongwith the Derrick Mast and to 
settle the terms of hire initially resulted in short recovery of hire 
charges to the extent of Rs. 57,513. The Derrick Mast had been lying 
in dismantled condition alongwith accessories in stores since 3-9-1966. 
'The Committee deprecated that no efforts had been made to utilise 
the Derrick Mast which was manufactured at a considerable cost. 
The Committee recommended that the case regarding unwanted 
manufacture of Derrick Mast should be investigated. The Manage­
ment should take appropriate steps so that such lapses do not recur. 

Tn their reply, Government haVe stated that "The events leading 
t(I th~ m!:lnufacture of the Derrick Mast have been investigated by 
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the Heavy Engineering Corporation and it has been found that the 
then Dy. C.E.(Mech.) (who is no longer in the service of the Cor­
poration took up the manufacture with the best of intention to ex­
pedite the erection of the COT cranes in HMBP, when the Cor­
poration did not have any crawler crane. It appears he wanted to 
avoid any possible delay in the erection of the machines in HMBP 
for want of suitable equipment. He took action to manufacture the 
Derrick Mast after consulting the Soviet Experts. 

It has been added that "there was lack of coordination regarding 
the supply of detailed drawings alongwith the Derrick Mast to 
Rourkela Steel Plant. It is however feIt that if the Derrick Mast had 
been given to Rourkela Steel Plant on hire: only after settling the 
Terms and conditions of hire, it would have taken considerable time 
and the Derrick would have remained unutilised with the HEC for 
a longer time. 

HEC has circulated particulars of the Derrick Mast to almost all 
the public sector undertakings with a view to expediting its disposal. 
No response has been received by the HEC so far." 

The Committee feel that the reasons ~iven by the Government 
for the manufacture of the Derrick Mast in BEC are not convincing. 
It would have been 1tetter had the manufacture of Derrick Mast not 
been undertaken before getting a proper and a definite order or 
exploring the definit'e possibilities of its use in the shops. This has 
put HEe to unnecessary loss. The Committee need hardly stress that 
such lapses should be avoided in future. The Committee also urge 
that more serious efforts should be made to dispose off the Derrick 
Mast without further delay, 

C. Rejections 

Recommendation (Serial No. 30) 

The Committee on Public Undertakings (1972-73) noted that the 
Detailed Project Report had prescribed norms of rejection for shaped 
castings, ingot motllds, G. I. rolls and on the basis of these norms, it 
has been worked out that the excess rejections for the year 1964-65 
to 1968-69 amounted to Rs. 22.44 lakhs. In view of the heavy 
amounts involved in these rejections, the Committee stressed the need 
for taking t'L.o{{ledial measures to see that the percentage of rejections 



was immediately brought down with1n the norms envisaged in the 
Detailed Project and in fact it should be possible to further reduce 
the incidence of these rejections by improving quality of materials 
and production and by imparting training to workers and supervi­
sors at all levels. 

The Committee noted that the Detailed Project Report did not 
lay down the percentage of rejections for several other categories of 
manufacture which are now being undertaken in the Corporation. 
The Committee desired the Corporation to lay down strict norms for 
these rejections So that it is possible to evaluate the performance and 
take necessary remedial measures to reduce losses on account of 
rejections. 

The Committee found that the Corporation were not maintaining 
record of the cost of salvaglng repairable rejections, as proper time 
booking system had not been enforced. The Committee recom­
m~nded that proper record of the cost of salvaging repairable rejec­
tions should be maintained and analysed contemporaneously in the 
interest of taking timely remedial measures. 

In their reply the Ministry have stated as folIows:-

"The detailed Project Report for the Foundry Forge Project pre­
pared by Mis. Technoexpert of Czechoslovakia had prescribed 
norms of rejections for shaped grey iron casting, ingot moulds. 'and 
G. I. rolls on the basis of long experience in Czechoslovakia and also 
on the assumption of a certain product mix. The i~Js;of l'ejectiotls 
indicated in the Detailed Project Report show that the control of 
foundary processes in India conditions of work to close scientific and 
qualitative limits is difficult. Had this not been so, there would 
have been a certainty in operation of the statistical level of sigma 3 
i.e. 99.5 per cent. Even the attainment of the, lower level of cer­
tainty (of the order of sigma 2) demands technological discipline of 
a high order. SUch discipline can only be bred into an organisation 
on the basis of an overall industrial culture and {'lim ate. Efforts 
are however being made by HEC to bring discipline and order into 
all levels of work . . 

The Detailed Project Report did not lay down the percentage of 
rejections ·for several other items. Tentative targets of rejection 



percent~ges for various products fixed in November, 1971, and the 
current level of rejections are given below:. ' 

G. I. Castings 

Ingot Moulds 

G. r. Rolls 

Steel Casting6 

Steel Rolls 

Forgings 

Taraet Current 
rejection level of 

rejection 
(I97 I -7Z) 

10% 16% 

s% 4% 

20% 27% 

5% 5% 
10% 15% 

9°1 /0 6°/ 
'U 

An Incentive Scheme has been introduced in certain Sections in 
each plant. The scheme is proposed to be extended, in a phased 
manner, to cover all the sections. 

Simultaneously, action is being taken by HEC to issue separate job 
cards for rectification works on the basis of which the cost of salvag­
ing repairable rejections will be available. This will put effectively 
into practice the provisions of the earlier circular of 30th August, 
1969 (mentioned in para 6.278 of the Report) relating to separate 
bookings. for rectifiable reje:tions." 

The Committee note that the Manarement have fixed tentative tar­
gets of rejeetion percentages for various items. They, however, find 
in certain eases the current level of rejections (1971-72) is on the 
high side as compared to the target's then fixed. The Committee, 
therefore reeommend that attempts should be made to hring down 
the percent's.· of rejections and ensure that they are within 
the target's. 

D. DefectiVe and m Planned Purchases 

Recommendation (Serial No. 48) 

The Committee on Public Undertakings (1971-72) found that in 
1964 the Corporation purchased 12,614.25 Kgs. of continuous wire 
electrodes valued at Rs. 32,712 from a Bombay firm. The payment 
was made on the basi·s of an inspection certificate issued by DGS&D. 
DGs&D carried out only sample test alt.bough they were required to 
test all the electrodes. In July, 1965 the electrodes were found to be 
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unsuitable. Further tests were carried out after about one and half 
years. A repeat order was placed by the Foundry Forge Plant in 
June, 1964 on the same firm for a quantity of 12006.25 Kgs. Payment 
for quantity of 1157.8 Kgs. was made without the receipt of inspection 
certificate from the inspection authority and payment for 6895.5 Kgs. 
was released on the basis of an inspection certificate without proper 
tests. No certificate receipt voucher was obtained from the stores 
department before making the payment. The Committee expressed 
their regret that due to lack of coordination between the two plants 
of the Corporation and due to the issue of inspection certificates with­
out proper tests and payment without inspection had resulted in the 
purchase of electrodes of substandard quality. Even after about 7 to 
8 years of the purchase of the defective material the Corporation had 
not been able to start any investigation in order to find out flaws 
in procedure and for fixing responsibility. 

The Committee felt that the whole matter smacked of serious ir­
regulari,ties in the purchase procedure. They also deprecated that the 
matter had been allowed to linger on for years without flxing res­
ponsibility for such gross lapses. The Committee recommended that 
the Corporation should pin point irregularities in the transactions. 
fix responsibility and take remedial measures to obviate recurrence. 

The Committee were greatly distressed to find that such a large 
number of cases of defective and ill-planned purchases should have 
occurred resulting in loss of several lakhs of rupees to the Corpora­
tion. Apart from the loss, tbe Committee were greatly exercised 
about the procurement and purchase pro::edure in the Corporation 
which had made possible such gross irregularities. The Committee, 
therefore stressed that this and all other cases of irregularities in 
stores should be closely analYsed with a view to identify the short­
comings and deficiencies in the procedure and to rectify the same 
without delay. 

In their reply dated the 2nd July. 1973. the Ministry have stated 
as fo]]ows:-

"The caSe has been examined by an Enquiry Committee compris­
ing Chief Commercial Manager. Materials Manager and 
Controller of Finance & A"counts, Heavy Machine Build­
ing Plant set up bv HEC. After a thorough enquiry the 
Committee have drawn the followi.ng conclusions regard­
ing. thf' purchase of 12614.25 Kgs. of ('ontinuou!ol Wire elE"C­
trodes at a cost of Rs. 32.7121-. 
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The present Enquiry Committee had to carry out investigation 

in this case under a major handicap, namely that the ori­
ginal files dealing with this transaction were not made 
available to them. The Committee had, therefore, to 
piece together the salient facts by remmaging through 
part files and shadow files obtained from different sources. 
The Enquiry Committee did not have also the benefit of 
obtaining oral evidence from the principal witnesses in 
this case viz. the then Project Officer, the then Superin­
tending Engineer (Mech.) Production, the then Superin­
tending Welding and the then Controller of Stores and 
Purchase as all these officers have left the Corporation. 
Nevertheless based on the records available the Enquiry 
Committee have come to the following conclusions: 

(i) Admitting, that the question of purchase of welding 
wires relates to the period 1963-64, when HMBP was 
still in the construction stage and the welding Depart­
ment and other Departments like the Purchase Depart­
ment were in the initial stage of formation and proced­
ures were not clearly established as observed by the 
then General Manager IHMBP, yet one important as­
pect of the matter which cannot be glossed over is that 
the original specifications contained in the indent and 
even later clarifications furnished regarding specifications 
for the Electrode wires were most incomplete and lack­
ing. The only indication given in these indents was that 
the welding wires should be able to give a sound welded 
joint for mild steel structurals and the I. S. I. specifi­
cations quoted was for steel and not for welding wires. 
As also pointed· out in earlier enquiry reports of Shri 
M. M. Bhatnagar. the then Deputy Commerc"tal Manager, 
dated 15-2-68 and Shri K. P. Tandan, the then Deputy 
Chief Enllineer (B&M) IFFP, dated 6-12-68 both the in­
den tors viz. the t1-(o,n Superintendin/t (Mech.) Produc­
tion and the then Project Officer. HMBP failed to clear­
Iv specify in their indents the precise physical properties 
and chemical composition of the weldtn5! wires accept­
able. Even when the suppliers asked for clarifications 
whether the carbon oercentage should be o. 10 per cent 
or hllther carbon of 51 ner cent contents 20 to 28 per cp.nt. 
27 to 32 per cent. would meet HMBP's requlremenfs. the 
then Projent Officer ,rave his comments speC'ifying the 
carbon content a~ 0.12 per· cent which "mu:;t nec('ssarily 
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yield results as stipulated in the spedftCi:ation schedule." 
This was the only mentioned regarding chemical, com­
position. Apparently, even subsequently, the chemical 
composition was not given as much significance as phy­
sical properties of ultimate Tensile strength, the Yield 
stress, Elongation and Izod value etC., which was inti­
mated to the supplier by the then COSP /H'MBP. This 
query should have convinced both the indentor as well 
as HMBP purchase thllt, at least to this particular sup­
plier, the specifications, 'given in this orQer were unin­
tellegi,ble and/or incomplete. 

(j» Further, from the facts of the case enumerated earlier, 
it is also evident that the indents were faulty and were 
not based on proper study/assessment of the require­
ments. This is obvious from the opinionex,Pressed by 
the then Project Officer namely that "Sizes indented for 
by the then Superintending Engineer (Mech.) Production 
viz. 3\32" and 3164" would be little used for fabrication 
of HMTP structurals" and hence the necessity of place­
ment of another indent by the then Project Offiner. It 
is also note,;worthy that the then Projec~ Officer, who 
had earlier stressed the urgency of the. supply of these 
welding wires subsequently lost the sence of this ur­
gency. when once the welding wires stl'lrted arriving. 
His indent !llaced on 17-7-63 demanded the supply of the 
malerlals by 21-8-63 i.e. within 1 month and 4 days of 
the placement of the indent. The urgency. displayed bv 
the then Proiect Officer is inexolia ble particular1y in 
view of the fact that the automati n weldi,,~ machine wal' 
taken over bv maintenance on 22/23rrl Se.otember. 1964 
while the indent for the weldinrr wirec; was placed on 
17-7-63. 5ul"~h'. the tren Proiect Officer must have known 
in .luly. 19f1S that the mAchine would not be ready for 
oPeration for a lonl! tim" to come. Further, had the in­
dentors rerJuired the material ~o urgently i e. after 2 
months Rnn 18 davs of the th('n Sl1T'\~rintfmdinn: EnJ;!ineer 
(Mech.)Prndtlctinn'~ indent within 1 month and 4 dRVs 
of pl1\('ement of the then Proied omcer'l'inde"t. they 
!lhould have takpn action to ensure that the i"c:nection 
and test!n£! wac: nroof'rIv r1nd nromntIv done on re~eint 
of the material !'Inn tho materiAl ;C:<:llI>n for con"'llmntionc: 
!'loon therPRftpr. Thic: wac: not nonE". On thp ,..,..ntr!'ll'v it 
WAS the nll'N'hA<:(' npnl'lrtmpnt w).,;,..h rp .... P'ltpnlv nl'Pc:",,-l 
th(> indentor. thf' then Proiect Offi"(-'l' hnd f,11b""nll'''1tl" 



the Superintendent Mechanical and the Superintendent 
Welding for getting the material tested and to furnish 
test report about the quality. It follows from the above 
that the assessment of requirements, was not realistic, 
untimely and not properly scheduled to meet the pro· 
duction requiremeats. 

(iii) For the deficiencies mentioned in paras (i) and (if,) above 
the Enquiry Committee holds the two indentors viz. the 
then Suprintending Engineering (Mech.) Production 
and the then Project Officer responsible. However, as 
both the individuals are no longer in the setVice of the 
Corporation no action can be taken against· them. 

(iv) The Tender Committee comprising the then Project om· 
cer, the then Controller of Stores and PUl'chase, the then 
Accounts Officer and the then Assistant Purchase Officer/ 
HMBP, which met on 14·2-63 to consider the various 
offers received for the supply of the materials, l~cked in 
technical expertise for deCiding the case in as much as 
it did not include any representative of the Welding De­
partment. As a result, the lowest quotation of this parti­
cular supplier was accepted without establishing the fact 
whether this was a technically suitable offer. Fur­
ther, the party selected was a practically unknown firm 
in the welding field. The Tender Committee do not appear 
to have verified whether this particular supplier was 
himself manufacturer or was simply stockist and ignored 

the offers from firms like Messrs. Indian Oxygen Ltd., 
who are reputable and well known in the welding field. 
For these lapses, the main responsibility, devolves on 
the then Controller of Stores and Purchase who, as con­
venor of the Tender Committee should have taken care 
to cover these important aspects. However, since he has 
left the Corporation and retired from service, no action 
can be taken against him. 

(v) To add to t.he confusion, a study of the supply order 
shows that the then concerned Assistant Purchase Officer 
failed to incorporate in the supply order even the meagre 
specifications viz. the physical properti~s that the w"eld 
metal should have, as specified by the indentor, the then 
Project Officer, reg~rding Ultimate Tensile Strength, 
Yield stress. Elongation and bod value etc. required 
However the explanation of the concerned officer has 
already been obtai~ed. ~ competent authority has 

'2836 LS-2. 
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decided that this was a minor technical ommission and 
has exonerated him. 

(vi) After the placement of supply order on. the particular 
supplier, and once the supplies started coming in, the 
most crucial event which proved decisive in the ac­
ceptance of sUb-standard materials from the suppliers 
was the first test report dated 4.11.1964 from the then 
Superintendent .. Welding Dep'artmentjHMBP which 
confirmed the sUitability of the Welding wires sup­
plied for use in the Steel Structural Shop of HMBP. 
It was on the basis of this test report, that the then 
Controller of Stores and PurchasejHMBP instructed the 
then Assistant Purchase Officer to ask Inspection to 
issue Inspection Note and Stores the Certificate receipt 
voucher, and accordingly the then Assistant Purchase 
Officer wrote to the then Inspecting Officer that the 
wires supplied by the firm may be accepted and the 
inspection note issued at an early date, so that the 
Stores Officer may raise CRVs with a copy endorsed to 
the then Stores Officer jHMBP, General Stores to raise 
the CRVs as soon as the Inspection Note was received 
and send the same along with the bills received from 
the supplier to the Accounts Officer, Stores Bills for 
payment action. Subsequently, in less than four 
months, the events started taking a different turn. 
Serious Complaints started coming in from AjB Bay 
(Steel Structural Shop II) stating that there were weld 
cracks in automatic welding. The then weld cra<:k­
ing due to the wires and fluxes in a meeting held 
in the then Chairman's Chamber on 14-5-65, wherein 
the Chairman orally asked the then Superintendent 
Welding to investigate into the matter. It was on this 
basiB, that after testing more samples drawn at random 
from the wires supplied by the suppliers, that he sent 
a second test report on 16~7-65 to the effect that the 
wires belonging to this particular supplier, were not 
acceptable. While fully appreCiating, the circumstances 
justifying the seCond test report dated 1~-7-65 the then 
Superintendent Welding, rejecting welding wires sup­
plied by this particular suppliers as unacceptable, still 
the fact remains that it was on the basis of his first test 
report dated 4-11-64 ,which 1,1nequivocaUy. ·and without 
any reservations, whatsoever, approved. suitability of 

'. welding wires for use in the steel structu'ral shopjHMBP. 
that led to a succession of qUick events which eventually 
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enabled the supplier. to lift the payment. However, as 
the then Superintendent Welding is no more in the 
service of the Corporation, no action can be taken 
against him. 

(vii) Based on the first test report the then Superintendent 
Welding dated 4-11-1964, while issuing instructions to 
the Inspection to accept the material and issue the Ins­
pection Note a·nd to the Stores to raise CRVs the then 
Controller of Stores and Purchase and the then Assis­
tant Purchase Officer /HMBP failed to ensure that the 
terms and conditions of the supply order were com­
plied with by the supplier. For example, they failed to 
prevail on the supplier to furnish test certificate with 
each consignment of the stores, despatched as per Note 
4 of the Purchase Order. Secondly, instructions regard­
ing the raising of CRVs were issued to the Stores De­
partment without insisting on the compliance -of the 
conditions of the supply order regarding inspection by 
the Director of Inspection, DGS&D, Bombay and without 
calling for test reports from the welding Department on 
representative samples drawn from the bulk supplies. 
Thirdly, instructions for raising of CRVs should have 
been issued a·fter proper amendment of the payment and 
inspection clauses of the concerned supply order. For 
these lapses the then Controller of Stores' and 
Purchase/HMBP is principally reponsible. However, 
as he is no longer in the service of the Corporation no 
action can be taken against him. So far as the Assistant 
Purchase Officer is concerned since he was only a junior 
officer functioning under the directions of then Control­
ler of Stores and Purchase and his explanation has al­
ready been called and the competent authority has 
exonerated him for the technical omission on his part, 
as such no further action need be taken aga.lnst him. 

(viii) From the study of the case the Enqutry Committee 
cannot but conclude that throughout the entire transac­
tion, the Inspection Department of HMBP "ac:!ted behind 
the scene" and was a silent spectator as far as the actual 
test was concerned. In a test for acceptance of material, 
they should have' associated themselves actively; more 
so, because it was they who had to decide on the method 
of instruction i.e. 100 per cent inspectioQ or statistical 
quality control based on ,representative random' sampl-
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ing. Further the then concerned Inspecting Officer, 
HMBP before releasing the Inspection Note failed to 
ensure that the bulk supply of the material supplied by 
the supplier, conformed to the samples supplied by the 
firm prior to the bulk supply. However the original 
test report of the then Superintendent Welding dated 
4-11-64 seems to have clouded the minds of the concern­
ed departments unduly, as a result of which pro~edural 
lapses have occured. 

(ix) As FFP was informed about the sub-standard quality 
of the welding wires supplied by this particular supplier, 
only in August, 1965, the placement of repeat order on 
the supplier by FFP in June, 1964, could not have been 
av:oided. In fact, repeat order was placed on the sup­
plier to take advantage of the rates and other terms 
and conditions on which HMBP had contracted with the 
firm for supply of the stores and thereby avoid the nor­
mal procedural delays involved in the purchase. By 
the time, FFP was made aware of the supply of sub­
standard quality of Electrodes by the suppliers viz. 
A.ugust, 1965, the supplier had already lifted pa.yment 
for 810&3.3 Kgs. of Welding wires amounting to Rs. 
30,254.55 .. In view of the above, the Enquiry Committee 
is unable to find any lack of coordination between the 

. two plants of the Corporation. 

(x) The Committee is glad to note that the Corporation 
had now prepared its own Purchase Manual based on 
the recommendations of the Bureau of Public Enter­
prises on the subject and on poliCies adopted by the 
Corporation from time to time. It is expected that the 
procedures prescribed in the manual will effectively 
obviate recurrence of irregularities in the purchase of 
stores by the Corporation in the future. 

(xi) There is urgent need for drawing up an inspection 
,. ~" manual laying down principles of inspection at various 

stages specifying individual powers of the inspectors 
for supplieseftected. contracts executed, etc. 

The above findings of, the Enquiry Committee have been accepted 
by theM8l1agement of BEC. 

{Ministry Qf Heavy Industry, O.M. No. 2-21/70-HEP-I Vol. IV, dated 
"" ".. 0 2-7-1973]0 
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The Committee on Public Undertakings (1973-74) desired the 
following further information from the Government:-

(a) On what date the Enquiry Commjtte~ was set up by HEC 
and on what date the .Committee submitted their report? 

(b) On what date did the Government initiate action on the 
findings of the Enquiry Committee? 

(c) On what dates the officers who have bE-en held gUilty/ 
negligent by the Enquiry Committee for various lapses 
feft the service of the Corporation? 

(d) In which DepartmentslMinistrieslUndertakings the said 
officers are working at present? 

(e) In their reply the Ministry have stated as follows: 

(s.) Enquiry Committee was set up on 16-6-72. The Com­
mittee submitted their report on the 21-3-73. 

(b) Since the Government accepted the view taken by 
the HEC on the findings of the Enquiry Committee set 
up in respect of these recommendations, the question 
of Government initiating action on the findings of the 
Enquiry Committee does not arise. 

(c) The dates on which the officers who had been held 
negligent by the enquiry committee left the service of 
the Corporation are given below:-

Superintending Enginee: (Mech.) 

Project Offtcera 

Superintendent (Welding) 

Contto11er of Stores and Purcbase 

Resigned on 8-1-68. 

Left HEC on 26-6-64. 

Resisred on 30-8-69. 
He WII on deputation from DGS&D and 
reverted to the DGs&D on 10-5-65. 

He has since retired. 

As these officers had already left the services of the HEC 
much before the enquiry committee was Bet up, no 
action can be taken against them. 

(d) The position about the Controller of Stores and Pur­
chase has been given above. In respect of the remain­
ing three ofticers, it is not known where they are work­
ing at present. 
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The Committee feel that Government should have taken appro­
priate action to fix responsibility immediately after they came 
across cases of defective and ill planned purchases involving loss 
of lakhs of rupees to the Corporation instead of allowing the matter 
to linger on for years. 

The Committee are surprised to find that even after the findings 
of the enquiry Committee, Government have not heen able to take 
any action at this stage against the officers found responsible for such 
irregular action as such officers are reported to have left the service 
of the Corporation. . 

The Committee recommend that Government should take steps 
to find out if these officers continue to be in service either with_ the 
Government or in other Public undertakings, so as to take suitable 
action against them. 



CHAPTER II 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation (Sr. No.3) 

The Committee regret that what the Corporation themselves feel 
as 'desirable' has not been done in practice. HEC Plants are not 
the only plants set up with the collaboration of East European 
Countries. Heavy Engineering Co.rporation sho.uld have co.nsulted 
other similar undertakings and sho.uld have tried to co.rrelate the 
bo.oking in acco.unts with the actual consumption in Drder to. have 
a pro.per co.ntro.l to. consumptiDn Df stDres I spares. 

:rhe CDmmittee recDmmend that the Ministry I Bureau Df Public: 
Enterprise ShDUld issue gUidelines making it obligatory on all 
Public Undertakings to. insist that the price and weight of each 
individual spare I equipment to be imported is mentioned in a state­
ment attached to each agreement, with foreign collaborators. (Para 
:3.12 and 3.13) 

Reply of Government' 

It wou1dbe advantageous to have the price and weight of each 
individual spare/equipment. The East EurDpean suppliers in general 
and the Soviet suppliers in particular do not fu~ish separately the 
price and weight of each individual spare I equipment. The usual 
practice is to give the pri~ per tonne of spares equipment. 

Steps are being taken to ~rsuade the East Eurppean suppli~X:1 
to give itennvise price and weight for spa.re parts.~.nd e4uipm~t 
imported from them. 

The . question of issuing guidelines making It obUgatory on all 
public undertaldngs to msllt that the priCe and weight of each Ind!­
-vidual sparelequipment to. be i.mported. is mentio.ned in a statement 
-attached to each agreement wlth'rorelgn collaborators has been 
~idered by the Govemment. Instructions have been lsIUed 
to all MimstriellDepartments of Govemment of India and. 

• _~_ ."1 Jil' ~_ •. 15 _. 1 ... ..11 
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the Public Sector Undertakings in this regard by the BPE vide their 
O.M. No. 313172-P dn. dated 18th November, 1972. (Appendix I). 

[Ministry of Steel and Mines Department of Steel a.M. No. 2-21.70-
HEP-I, Vol. III, dated 13-12-1972] 

Recommendation (SI. No.4) 

The Committee are ha.ppy that the doubts about the payments to 
the collabora.tors for doubtful periods of leave, journey, etc. have 
since been cleared. The Corporation have received clarification from 
Government that "the doubtful periods are not doubtful and that 
the payment has to be made." But the fact remains that the doubts 
arose only because uniform procedure was not adopted even after 
September, 1960, then prindples to govern fixation of remunera­
tion and fee for consultancy services were laid down by the Govern­
ment in accordance with the recommendations of the Estima.tes Com­
mittee. The Committee reiterate that in future the procedures 
laid down by the Government in regard to such matters should 
be strictly adhered to by the Undertakings while entering into 
agreements with foreign countries (Para 3. 18) 

Reply of Government' 

The recommendation ha-s been noted. 

[Ministry of Steel and Mines (Deptt. of Steel), a.M. No. 2-21170-
HEP-I, Vol. III, Dated 21-11-1972] 

Recommendation (SI. No.6) 

The Committee .consider that ~efore, taking decision to purchase 
equipment ,r,equired for co~strud~on ~tc. it was but prOPer that. 
the management shOUld have carried out proper opportunity cost 
study and .kept .the facts on record for .fut~re r~ference an4 ~ui-I 
dance. The Committee' sugge,s't that t~e gureau of PubUc 1!!nter­
ptises should issue general' guidelines on the subject to , obvItlte 
such lapses in future. 

The ComnUttee aJso recommend that af~@t the con~truction'! or 
othel' equipment are f~d ~~ to. tDe f4quirew.e~, ~,~ p~, 
undertakms, .these.,should be, nOti~ witl)Qu~. d~~~ .. tQ ~ 13~ea~' 
of Publ~ Enterpgses' as well as othel: p~ ,~dert@kilijfs~. ~~t 
ihou.,;coWd. be p/oli to eft~pti:v.e'iuse.· TheCQmmi,ttee WO~G . liP .. 
tbe: Bw."~. of,. Publi~.~terprises toiS$Uen~~ cU.rectiops in 
the matter. 
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The Committee would also like the Corporation as well as the 
Bureau to make continuous efforts for the deployment/disposal of 
equipment which are now found surplus to the requiremt!nt. The 
Committee would like to be informed urgently of the action taken 
in the matter. (Paras 4.29 to 4.31). 

Reply of Government 

The Bureau of Public Enterprises have already issued general 
guideline regarding procurement of construction equipme~t vide 
their a.M. No. lW-Adv (c) Cir-67/70 dated 17-1-70 (Appendix II). 
These gUidelines llrovide that before procuring specialised cons­
truction equipment a careful study of the actual need of the equip­
ment should be made by the concerned public sector undertaking. 
The guidelines further state that it should also be considered whe­
ther the construction work cannot be got excuted in the traditional 
method or with the contractors' equipment and only after it has 
been established that neither of these two alternatives is feasible, 
procurement of construction equipment should be resorted to. 

The Recommendations of the Committee have been noted by 
HEC for future guidance. 

The Bureau have also isSued necessary instruction vide their O.M. 
No. 18/1/70-BPE/MM dated 26-11-70 (Appendix III) regarding; oate­
loguing of surplus items of machinery and ~quipment in public sector 
undertakings for the purpose of circulating these to other under­
ta.kings with a view to possible utilisation by them. Accordingly a 
list of equipments permanentlysW'Blus fAl'~ reqUirements of HEC 
which also includes some of the surplus equipment listed in the 
state~ent unde:.; par~ 4.~ Ylas, jorw~ded ,to ,the BPE by HEC on 
31-3~71, vide Anne~ur~ A. This li~t hu·.been cirQulated to other. 
public sector und~rt8Idngs ~d Go,ven;unent' of India enMrpritel': 
and has been published in the "Lok Udyog" Out of 20 items of 
equipment detailed in Ann~xure A., 11 items have since beeD dls­
posed of. A lis*, of the residual, 9 items of construct1cm equipft'lent 
left over frOID tllis list is at Annexure B. . , 

". 
Tile items of sltl'plU6 inlichfn&ry at S .. :-NoS.(1)' ma (2)', o/the . 

statemen~under parl:4.U b'lve bleeti:disposed off, 3 Nbs; of Kirloskar. 
BTetn:DW'ade Air' COIllpr .. lOra out of the 4 mentloned 'at SI: No.3, 
h8v8'~ also been dUpo.ed of.' This leaves only one Air Compressor 
yet to be disposed off. 
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Certain other items of construction equipment have since been 
·declared surplus. The details of these are given in Annexure 'C'. 
'These equipments have been circulated to all Government Depart­
ment and public Sector Undertakings in June, 1972. A list of these 
equipment has a.}so been forwarded to BPE for publication in the 
'Lok Udyog'. Action is also being taken by the HEC for issue of 
an advertised tender for the sale of the equipments detailed in 
Annexure 'B' and 'C' so that, if any of these items are not taken 
by Government Department/Public Sector Undertakings, these 
ma·y be sold to the Public, provided offers received are commen­
surate with HEC reserve prices. If the results of these measures 
are not favourable (to be determined in about there months' time) 
these equipment would be put up for public auction by !lEe. 

• [Ministry of Steel and Mines, Department of Steel, O.M. No.2~ 
21\70-HEP-I Vol. III Dated 28-7-72]. 

Further Information c.l1ed for by the Committee 

(a) Kindly furnish details of the financial implications in regard 
-to the disposal of surplus constru,<;tiqq., and other equipments. What 
has been the total loss suffered by' the Corporation on this account? 

(b) It has been stated that the construction machinery and 
. equipment given in Annexur.e 'C' was circulated to all Govern­
'ment Departments and Public $eCtor Undertakings in June, 1972. 
'What are the reasons for delay tn' 'furnishing the list to the Bureau 
.of Public Enterprises? [Lok Sabha Sectt. O.M. No. 24-PU\72-Dated 

. , 29-12-72] 

Reply of GoverDment 

<a> A statement showing the purchase price reserve price, sa-Ie 
'1"ealisation and loss occurred in respect of the three items of equip­
::ment disposed of is enclosed (A"p~endix IV). 

Construction equipment usually has a life of five to ten years 
.depending upen the type of equipment. The reserve price of each 
·item of equipment in the instant case was ftxed by a duly constitu';;' 
ed survay Committee which consisted of senior officers of the 
ctinstruction Equipment Division, Stores Division, Planning Dlvt­
:sion and· a repreHntative of Finanoe, The Survey Committee bed 
1he price after physical examination of the eqUipment and a.fter 
:taking into account factors such as the number of years for which 

-Reply not vetted bT Audit. 
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the equipment had been used, the availability of spare parts and 
the original purchase price. The disposal action is however taken 
only after the recommendation of the Survey Committee has been 
accepted by the competent authority. 

(b) The construction machinery and equipment referred to in 
Annexure 'C' to the Government's reply to this recommendation 
were declared surplus by the Heavy Machine Building Plant on 
27-5-1972. The,list of items was circulated to all Government 
Departments and public sector enterprises by the HEC on the 17th 
June, 1972. The List was also forwarded to the Bureau of Public 
Enterprises in June, 1972 for publica.tion in the "Lok Udyog". 

There has, therefore, been no delay in circulating the list of 
surplus machinery and equipment to the Bureau of Public Enter­
prises. 

·[Ministry of Heavy Industry O.M. No. 27-121\72-HEP-I, dated 3rd 
. March, 1972]. 

Recommendation (81. No.7) 

The Committee find that the Hea.vy Engineering Corporation has 
been able to reach no more than 19 to 20 per cent of its rated capacity 
in 19'ro-71 and with "greatest of efforts" it may be able to achieve 
this year 30 per cent of the rated ca.pacity. The Committee are cons­
trained to observe that Heavy Engineering Corporation have not even 
been able to meet in full orders for equipment and machinery requir­
ed for the Bokaro Steel Plant. The Committee understand that in 
taking a decision on the further expansion of Bobro, one of the consi. 
·derations was to ensure that the Heavy Engineering Corporation have 
adequate load of work. The Committee also find that Government 
have sanctioned construction' of three iteel plants besides expansion 
of Bhilai and other steel plants. The Collll'DJ.ttee see no reason why 
in this context Heavy Engineering Corporation should not be able to 
pick up the work to its full capacity to the next two or three years 
:and provide to the maximum extent possible indigenous equipments 
'Bnd machinery for the meeting the expansion requirements of Bokaro 
:and other steel plants and the setting up of three new Steel Plants. 
'!'he Committee find that the MbUatry have already taken action in 
.organising Task Foree to tackle systematically and earnestly the prob. 
lems of Heavy EngineeringCorporatton. 'Wllile the Committee ap­
preciate the determination with which the problem of puttin, satull 
utilisation the capacity in Heavy Engineering Corporations 18 being 

-R:ply not voted by Audit. 
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tackled, of late, they feel that these efforts would have to be susta,ined 
over a number of years till all the teething troubles of the plants are 
overcome. Above all, the management and workers should show a 
sense of unity of purpose and dedication in stepping up productivity 
a production of this crucial heavy engineering sector project. The 
Committee recommend that Government should keep an unremitting 
watch on the utilisation of capacity of the plant from quarter to quar­
ter and year to year so as to ensure that here is no slackening of 
effort at any time and at any level so that the full rated capacity of 
the Corporation which has been set up with such large investment of 
the nation, is put to effective use at the earliest. (Para. 5.25). 

Reply of Government 

A number of measures have already been initia.ted to improve the 
working of Heavy Engineering Corporation. These are: 

1. The requisite organisational changes have been made. New 
General Managers for Heavy Machine Bldg. Plant and 
Foundry Forge Plant have already joined. 

2. Management at plant level is being strengthened. 

3. Consultancy services of the Admmistrative Staff College, 
Hyderabad, ha·ve been commissioned for study in follow­
ing areas: 

(i). Maintenance. 

(ii) Material Hinding and Plallning. 

4: Detailed itemised plan' has been ma'de for each shop and 
is being closely followed . 

. ~. Time keeping with thlt· aid of time punching clocks hav" 
been introduced. 

6: DoublelTriple shift worktrig in iBentified areasi's being 
introduced :Pr6'gressively. .,' 

( I 

7. Incentive schemes: .have Qlten .introdu.~ in . .certain sec-
tiQ~sof the plants. , j ; " :,. . i 

8. ";Ah experimental Rewi1'tP-Sch~rrie hH"~iJsO '&t!E!Ift iml'~': 
ld\kect.·' ,!,}~, J .. ,·i·'; '.:' 

~ ,.. \ i • j' 'f "4' :1' : .' , 

All a' 1~Ql!t of.these ~eaBU1'es, pr~uctioll: in ·HMBP,·;duriDg 1971-
72 ... bean.:h1gMr by' about 31.4 per cent as COl1lpared with thlat in 
1970-71. Similarly the production in FFP was higher by about 
30.8 per cent although there was a fall in production during 1971-
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72 as compared to in 1970-71 in the HMTP as far number of machine 
tools is concerned, there was improvement by 20 per cent as far as 
tonnage is concerned. The value of production in HMTP during 
1971-72, was higher by about 20 per cent than during 1970-71. The 
HEC as a whole was able to achieve a rated capacity of 26 per cent 
du~ing 1971-72-an increase of6 per cent over the fi~ure for 1970-71. 
It 1S expected that there will be further significant improvement in 
production during 1972-73. 

A Task Force has been constituted in the Department to keep an 
unremitting watch on utilisation of capacity and other problems 
faced by HEC. 

[Ministry of Heavy Industry, O.M. No. 2-21170-HEP-I, 
dated 4-12-1973]. 

Recommendation (SI. No.8) 

The Committee regret to note that the Project Report did not 
indicate the build-up of capacity from year to year. The Comm~t­
tee find that almost every a new exercise is being done to deter­
mine the build up of capacity. The various exercises made by 
differerit agencies are substantially at variance with each other. 
There has been no consistency in assessing th.e build up of capacity 
of the Undertaking from time to time and the Corporation has been 
making downward revision of the capacity developed or likely to be 
developed. The Committee are of the opinion that a realistic assess­
ment of build up of ca.pacity should have been done at the'very in­
ception and if it was revised subsequently, the reasons therefore 
and concrete action taken to obtain the rated capacity Rhould be 
contemporaneously brought on record in the form of memorandum 
for the consideration of Board of Directors. Government should 
be kept contemporaneously. informed of the position. The Com­
mittee recommend that Government should ensure that the Project 
Reports for plants to be set up in future should indicate the gradual 
build up of the capacity of the Plants from year to year (Para 5.36) . 

• ,Iy of Govemment 

The recommendation ha6 been noted for future guidance. Ins­
tructions in this regard have been issued by the Bureau of Public 
Enterprises to all Ministries I Departments of the Government of 
India and all the Public Sector Undertakings vide O.M. No. 313/72-
Pdn., dated 18th November, 1972 (Appendix V).-

[Ministry of Steel and Mines, Department of Steel O.M. 
No. HEP-2-21/70-~EP-I, Vol. II, dated 21-11-1972]. 
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Recommendation (Serial No.9) 

The Committee are forced to the conclusion that the Heavy 
Engineering Corporation have suffered mainly' because they have 
lacked an organisational set-up which could bring up in an integra,t­
ed manner the three complexes of Foundry Forge Plant, Heavy 
Machine Building Plant and Heavy Machine Tools Plant which con­
stitute the Heavy Engineering complex. 

As already pointed out by the Committee in their earlier Report 
[14th Report (1967-68) Para 52], the delay in setting up the Foundry 
Forge Plant and bringing up its production capacity have acted as a 
serious constraint on the development of manufacturing capacity in 
Heavy Machine Building Plant and Heavy Machine Tools Plant. 
The Committee have elsewhere in the Report highlighted the defi­
ciencies noticed in the working of the Foundry Forge Plant and 
other plants and desire that immediate -action should be taken by 
Government to set right these short-comings in the interest of 
a~hieving production according to th~ installed capacity. 

As regards other constra.ints on production such as inadequate 
supply of raw materials, under-utilisation of men and machinery, 
the Committee have no doubt that these difficulties are not insoluble 
and can be resolved by skilled management and advance planning: 

The Committee are much impressed Oy the systematic approach 
which is being followed in recent months by Government in tackling 
some basic issues like standardisation of machinery and eqUipment 
required for steel plants, which are to be manufactured in the 
Heavy Engineering Corporation constitution of task forces to resolve 
problems and bottlenecks in the interest of smoother functioning of 
the plants and above all, a determination to improve the existing 
low utilisation. The Committee have no doubt that if such sustain­
ed efforts continue to be made, the Heavy Engineering Corporation 
should before long be able to deliver the machinery and equipment 
for steel plants in time and thus put to productive Uile the built up' 
capacity. (Paras 6.18 to 6.21). 

Reply of Gove~1lt 

The recommendation has been noted. 

[Ministry of Steel and Mines Department of Steel, O.M. No. 2-2117() 
HEP-I, Vol. III] 
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Recommendation (Serial No. 10) 

The Committee are concerned to find that only llO to 25 per cent 
of the capacity of the plants had been utilised. They are surprised 
to note tha.t even those percentages had been worked out only after 
taking into account the work off-load to ancillary industriesJsub­
contractors, In spite of the fact that 75 to 90 per cent of the capa­
city of the plants remained unutilised, the Corporation off-loaded 
equipments, components structuraJs and castings, etc. Worth about 
19.5 crores of rupees during 1967-68 to 1970-71. Although the tar­
gets of production envisaged off-loading of certain quantities, it was 
noticed that the actual production quantities off-loaded were much 
more than that envisage4. The off-load of works showed also an 
upward trend upto 1968-69 because of low productivity efficiently. 
It has been admitted by the Management that "had the efficiency 
been higher it might not been necessary to off-load at all or to off­
load to a lesser extent." Off-loading had also to be resorted 'to 
because of delay' in the construction and commissioning of the 
Foundry Forge Plant. 

In an effort to meet the requirements it was considered expedient 
to off-load certain quantum of work to other suppliers. 

The Committee have already stressed that the production in the 
Foundry Forge Plant should be geared up on a priority basis so 
that the production in the other two plants does not suffer on account 
of failure of FFP to meet the requirements in full and in time. 

While the Committee feel that it might be economical to off-load 
certain similar items to ancilliaries so that the production capacity 
of the plants could be utilised on the manufacture of complicated 
and heavier, items, the Committee are unha.ppy that because of 
organisational failUre crisis action had to be taken off-load even 
heavy structurals, castings aad forging in order to meet the Com­
mitments already made. 

The Committee note that as a result of certain steps taken by the 
Management, off-loading of works has been considerably reduced· 
during the year 1970-71. They desire that constant efforts should 
be made to see that off-loading is avoided as far as possible and only 
such items are off-loaded is avoided which are clearly outside the 
profits of HEC or where it is in the overall interest of the Corpora­
tion and industrialisation policy to get them manufactured in an­
cillary units. (Paras 6.31 to 6.33). 

Reply of Government 

Tlte recommendation of the Committee has been noted. 
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Project Officers to look after individual projects have been ap­
pOinted. It is felt that with this measure and with setting up of more 
ancillaries by the HEC, off-Ioad1ng on private parties will be avoided 
to a considerable extent. 

Government are considering the criteria which should be followed 
by the Public Sector Undertakings for off-loading of work. On fina­
lisation of the procedure for off-loading gUidelines will be issued to 
the public sector undertakings. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 2-21/70 
REP-I, Vol. III dated 20-12-1972]. 

Recommenda(ion (Serial No. 11) 

The Committee regret that the management did 110t follow the 
procedure which they themselves had decided to adopt for the off-
loading of castings. Though according to the procedure the prelimi­
nary selection of prospective tenderers for giving 'a particular work 
should have been made by a' Committee formed by the General Ma­
nager including a representative of Finance, they, however, find that 
the Finance Branch in the plant was not associated in the prelimi­
nary selection of prospective tenderers for drawing up of a panel of 
probable suppliers. Again, tenders were invited from 415 
firms only on the plea of availability of limited number of draWings, 
whereas according to the procedure prescribed a selection of 516 
firms at a time was to be made in such a way so that all ,firms could 
get the opportunity for quoting for orders. ' 

The Committee feel that the benefit of greater competition should 
have been secured by making arrangements for duplication of dra­
wings and inviting larger number of firms for giving quotations in­
~tead of showing drawings to a limited number of parties at the 
plant. 

The Committee stress the need for strict observance of a procedure 
for off-Ioadi.ng of works which would make for the widest possible 
competition. (Paras 6.44 & 6.45) 

Reply of Government 

Procedures prescrIbed for this purpose are strictly being followed 
now by the HEC. 

The recommendation has been noted. 

{Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 2-~.1/70 
HEP-I; Vol. nt dated 21-11-72]. 
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Recommendation (Serial No. 13) 

The Committee regret to note that the prices for a quantity of 
13,987.544 M. tons of equipment off-loaded to Garden Reach Work­
shops Ltd., and Central inland Water Transport Corporation Ltd:, 
two Undertakings in public sector relating to Bokaro Steel Ltd. and 
Bhilai Steel Plant in the year 1969 have not been settled so far. One 
of the main reasons for delay in the settlement of price was that the 
collaborators had not given itemised cost or price for the equipment. 
The collaborators charged by tonnes for the entire plant and mach­
inery without making distinction between intricate and similar parts 
.of manufacture. The Committee have elsewhere recommended that 
the Ministry 1 Bureau of Public Enterprises should issue guidelines 
making it obligatory on all public undertakings to see that the price 
of main items of equipment and machinery supplied by collaborators 
is mentioned in a statement attached to each such agreement. 

The Committee desire that the Ministry/Bureau of Public Enter­
prises should evolve a well-defined procedure" so as to ensure ex­
peditioussettlement of prices between public undertakings. (Paras 
"6.65 and 6.66). 

Reply of Government 

The Bureau of Public Enterprises to whom the question of fixa­
tion of prices in respect of products off-loaded on Garden Reach 
Workshop LtG., had been referred, appointed a Committee to 
go into the matter and make recommendations for a fair and rea­
sonable price for the products off-loaded. The Committee recommen­
ded a price of Rs. 11.70 crores for 11,107 tonnes of competitive items 
of the Bokaro order off-loaded by the HEC on Garden Reach Work­
shop. With regard to pricing 6£ 1640 tonnes of non-competitive Ltems, 
whiCh matter had also been referred to the Committee, GRW and 
HEC have mutually agreed by bilateral negotiations, to fix a price 
'of Rs. 11,8551- per tonne to be paid to GRW. The Department of De­
'fence Production has accordingly requested the Bureau of Public En­
terprises on 1-6-73 to treat the reference in respect of the pricing 
of non-competitive items as withdrawn. 

The report of the Committee was accepted by the Government, 
in October, 1972. Based on the pricing recommended in the report, an 
additional aIrlount of Rs. 1.83 crores is due to GRW from Heavy 
Engineering Corporation for supplies made upto June, 1972. Nece­
-ssary payments are being made by the Heavy Engineering Corpora.. 
tion to the GRW. As quantum of equipment off-loaded on the 

2836 LS-3 
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Central Inland and Water Transport Corporation was much less thaD 
that off-loaded on Garden Reach Workshop, a settlement for price 
for the quantity supplied by them had to await finalisation of prices 
in respect of supplies made by GRW. 

The Bureau of Public Enterprises have already evolved a proce­
dure under which if there is a difference of opinion between two 
pUblic sector undertakings regarding pricing, the matter should be 
referred to the Bureau for a decision. It was under this provision' 
that the dispute regarding settlement of prices in respect of orders 
off-loaded on the GRW by the HEC was referred to the Bureau. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 2-21/70> 
HEP-I dated 4-12-1973]. 

Recommendation (Serial No. 14) 

The Committee feel that as pattern making is a very intricate 
and specialised job, earnest efforts should be made to develop self­
reliance. 

The Committee consider that, where it becomes inescapable to off­
load pattern making to outsiders, the Heavy Engineering Corpora­
tion should draw up, after careful investigation, a panel of realiable 
firms who can do the job so that the Corporation has the benefit of 
competitive quotations in placing orders. (Paras 6.74 and 6.75). 

Reply of Government 

Heavy Engineering Corporation have developed expertise for' 
meeting thek present requirements from the fourth quarter of 1970" 
oft-loading of patterns has stopped. 

The recommendation has been noted for future guidance in the­
event of any necessity to off-load at a later date. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 2-21/7() 
HEP Vol. III Dated 21-11-19721 

Recommendation (Serial No. 15) 

The Committee express their deep concern about the delay in 
the executional orders by HEC which has resulted in "serious de­
lays in commissioning of various projects" both in the public and 
private aeetoTs: What' surprises the Committee most is that "no as­
sessment of the exaet impact of such delays 'has been' made" either 
by the Mlni~tfy ot by the Management. With a' '\Iiew to improv~ 
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the situation, the Committee on Public Undertakings (1967-68) had 
recommended that the Corporation should take immediate steps to 
ensure adherence to the delivery dates. A team of Technical experts 
pointed out varioUs deficiencies such as inadequate coordination, 
planning and supervision, quotation of arbitarary delivery dates to 
customers, absence of information about the availability in different 
sections, purchase action for stores not being initiated in advance, 
lack of coordination between stores and purchase organisations, 
absence of a programme for preventive maintenance, etC. The Mana­
gement admitted that there were still delays in the execution of or­
ders becaUse of low product,ivity, poor maintenance and unsatisfac­
tory supply of materials. 

The Committee note that delay in execution of work in Foundry 
Forge Plant is the major contributory factor for the delay in the 
execution of orders in HEC. The Committee note that in spite of 
the recommendations of the technical experts to improve the work­
ing of the Foundry Forge Plant the position has not substa,ntially 
improved. As the Foundry Forge Plant holds key to production in 
the entire complex, the Committee feel compelled to recommend that 
the position should be reviewed at the highest level and a task force 
en~rusted with the responsibility of bringing up the production in 
FFP to the level required for meeting adequately and in time the 
requirements of forging and castings, etc, The Committee would 
like to be informed of the impro~ments affected within three 
months, (Paa-as 6.94 and 6.95) 

Reply of Government 

A task Force on Heavy Engineering Corporation was set up in 
Department of Steel in April, 1971 with a view to indentifying the 
problems faced by HEC and suggesting solutions. So far seven 
meetings of the Task Force have been held. A number of measures 
have already been initiated, to improve the workings of HEC in 
general and Foundry Forge Plan~ in particular. .These measures 
are:-

1. The requisite organisational changes have been made. A 
new Genara! Manager for F.F.P. also joined recently. 

2. Management at plant level is being strengthened. 

3. Ti:tere has ,been distinc~ improvement in the ~rocurement of 
materials. Stock outs have been largely eliminated. 

, ,.' • I' " '. 

4. Consultancy services of the Administrative Staff College, 
Hyderabad, have been commissioned for study in follow­
ing areas; 

(1) Maintenance. 
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'(ii) Material Handling and Planning. 

5. Detailed itemised plan has been made for each shop and 
is being closely followed. 

6. Time keeping with the aid of Time punching clocks has been 
introduced. 

7. DoublelTriple shift working in identified areas is being 
introduced progressively. 

8. Incentive schemes have been introduced in certain sections 
of the plant. 

9. An experimental Reward scheme has also been introduced. 

As a result of these measures, production in Foundry Forge 
Plant during 1971-72 has bcen higher by about 32 per cent as comp­
ared with that in 1970-71. It is expected that there will be further 
significant improvement in production during 1972-73. 

·[Ministry of Steel & Mines (Department of Steel) O.M. No. 2-21/70-

HEP. Vol. III dated 28th July, 1972]. 

Recommendation (Serial No.17) 

The Committee find that out of the total order of 99,979 M. tons of 
equipment and structurals received from the Bokaro Steel Limited, 
the Heavy Engineering Corporation Ltd., off-loaded 32,620 M. tons of 
equipment and structurals to outside agencies. In order to meet 
the delivery schedule Heavy Engineering Corporation had to import 
13,760 M. tons of equipment from USSR, Off-loading had to be done 
"both on .account of low production efficiency and consequent over­
loading of work on certain load centres." 

The Committee further note that the delay in the execution of 
orders was not only caused due to defective production planning in 
HEC but also due to failure on the part of private producers. The 
Committee regret to note that the corporation has not finalised any 
contract with such firms so far, nor taken any action against them for 

-Reply not vetted by Audit. 
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not adhering to the delivery schedule. The Committee desire that 
responsibility for delay in finalising the contracts should be fixed. 
Time being the essence of contracts, the Ministry/Management should 
ensure that contracts with sub-contractors when work is off-loaded 
are finalised without any delay and hereafter specific time schedule 
for delivery of equipment should be provided therein. 

The Committee view with concern that extremely unsatisfactory 
trends in the supply of equipment and structurals to Bokaro Steel 
Limited by the Heavy Engineering Corporation Limited seriously 
affected the erection programme of the Bokaro Steel Limited and 
recommend that Government should immediately make an overall 
assessment regarding the actual supplies made by HEC vis-a-vis 
those scheduled for delivery and take appropriate steps either for the 
manufacture of the components in the country or for importing them 
consistent with the production capacity of the HEC (Paras 6. 124 & 
6. 126) 

Reply of Government 

The orders received by Heavy Engineering Corporation (HEC) 
from Bokaro Steel Limited (BSL) were off-loaded on units both in the 
private and public sectors. In the Private Sector the orders were 
off-loaded on Mukand Iron & Steel Works, Associated Cement Co. 
Ltd. and Chitran and Co. In respect of these orders the normal 
purchase procedures were followed by HEC. After negotiating the 
prices with the parties concerned, orders were placed and contracts 
were signed. 

The position was different in the case of public sector units. Most 
of the equipment was being manufactured for the flrst time in the 
country and the units in the public sectors were not in a position to 
give a precise indication of the prices of dUferent items of equip­
ment. The prices offered to them by HEC weer not acceptable to 
them and the prices quoted by them could not be accepted by HEC 
as they were disproportionate to the prices which HEC was getting 
from BSL. In order to obviate delay, HEC asked the public sector 
units concerned to take up the production of diff-erent of equip­
ment in anticipation of settlement of the prices. This decision was 
taken by HEe in good faith and with a view to reducing the lead 
time in the supply of equipment to Bokaro. As the other units were 
also in the public sector, no difllculty was envisaged in the settlement 
of prices. 

The procedure for settlement of disputes between the pubIfc sector 
units regarding price has now been ftnalised. According to this pro-
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cedure in the event of settlement on price not being raiSed, it is to be 
referred to the Bureau of Public Enterprises for settlement. Accord.. 
ingly, the disputes between HEC on the one sici~ancl GRW and Jes­
sops on other were referred to Bureau of Public Enterprif!eS. The 
decision of the Bureau in the despute between HEC and GRW has al­
ready been accepted and implemented. 

It will thus be seen that the del~y in finalising the contracts with 
the Sub-contracts was dUe to circumstances beyond the control of 
HEC. However, every effort is now being made to ensure that in 
future whenever work is off-loaded the contracts are finalised with­
out delay. 

It is true that there have been delays in the supply of equipment 
to Bokaro. Government is fully sized of this matter. In order to 
ameliorate the position the supply of equipment by HEC to Bokaro 
is reviewed every month and measures to speed up supplies are 
formulated to enable Bokaro to maintain the erection of commis­
sioning schedules. The subject is also discussed in the meetings 
of the' Task Force of HEC. As a result of periodi.cal reviews, the 
import content in the supply of an eqUipment is also being altered. 
Additional import of 5000 tonnes of equipment was arranged in 1971-
72 to make good the shortfalls in supplies by HEC to Bokaro. In the 
current year additional import of about 800 tonnes is being arranged. 

It will be assured that the supply of equipment by HEC to Bokaro 
is kept under constant review in order to identify and implement 
measures to ensure that the erection and commissioning schedules 

!. '. 
of Bokaro are not dislocated. 

[.Ministry of Steel & Mine,S ri~par~ent ~f,,~~eel, O.M,~ No. 2-2i/ 
70-HEP-lo-Vol. III dt. 22nd December, 1972]. 

J i . , ' . , ; , •• ~ . f 1 1 ~ ) ., ~ "', \..... ~ ( , 

Recommendation (Serial No. 19) 

The Committee ConSider that the double incidence of sales-tax 
could have ob~o.UslY been ~voided if ~he orders or m~ch1n~ry and 
eqUipment required ~yBoka~o Steel Li~it~d were ~~~~g~ to, be 
placed dir~t1y on <1~en Re~c~ Workshops L~lted and the Central 
tiiland. Water Tr~nsporl Corpora~on ,!Jm1ted, ,:,-fter due co~ltatiC?n 
with the H~avy Engineering Corporation Limited. The Committee 
would like Government even now to see whether the incidence of 

.Reply not vetted by Audit. 
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double sales could be avoided by arranging for bills being direct­
ly raised by the Garden Reach Workshops Limited and the Central 
Inland Water Transport Corporation Limited on Bokaro Steel Limi­
ted, instead of routi,ng them through the Heavy Engineering Corpo­
ration Ltd. The Committee would also like Government/Bureau of 
Public Enterprises to issue suitable guidance on the subject so as to 
obviate incidence of double sales tax in future. (Para 6.140). 

Reply of Government 

Bureau of Public Enterprises to whom the question of fixing the 
:process in respect of products off-loaded on G.R.W. had been referred, 
.have recommended to Government that the contractual obligations 
among HEC, BSL and GRW should be suitably redrafted iIi order 
'to avoid the incidence of double sales-tax on the same item of 
supplies. 

With regard to supplies in the future, arrangements have been 
made for supplies by the GRW to Bokaro Steel Limited direct. As 
regards the past supplies, HEC propose to prefer a refund claim 
with the Government of Bihar. 

As recommended by the Committee, the Bureau of Public En­
:terprises have issued general guidelines to all Ministries/Departments 
of the Government regarding avoidance of incidence of double sales 
tax by the Public Sector Undertakings i-n future (Appendix VI). 

T*Ministry of Steel and Mines (Department of Steel) O.M. No. 2-
21/70-HEP .. 1, Vol. III dated 13-12-1972]. 

BeeolDlDendatlOil (Serial No. 21) 

The Committee have been informed that the manufactu~e of 
excavators was undertaken after aa.essment of the demand. It wu 
visualised by the corporation that 30 excavators would. be required 
per year. The Committee, however, ftud that only 9 excavators had 
~n s~ppUed by the Corporation since 1965. '1'h,ere. had. been 
'constd~rab1e delay evep. in ~ supply of these excavators.. The 
Corporation had to,. reject prciers because tQey could not meet the 
·demand. NCDC.had tQ JlnPllrt 9 excavators because the Corpora-
1ion could not comply with ~ oro.er .. The delay lathe supply of 
"excavators resulted In the cancellation of orders. The Committee 
deplore that due to low productivity and management deftclencies, 
there had been delay in the compliance of orders. 

"Reply not 'vetted by Audit. 
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The Committee recommend that the delivery for the orders in 
hand should be expedited So as to attract more orders. 

The Committee take a serious view of the fact that approval of 
the Board of Directors was not obtained for the import of compo­
nEnts for 9 excavators. Orders were also placed on the Bharat 
Heavy Electricals Ltd. for the supply of electrical components for 
the excavators on 2-11-1965, whereas the approval of the board was 
taken on 28-5-1970 after a gap of nearly 5 years. The com­
mittee are of the opinion that the approval of the Board of the 
Directors should have been taken at the time of taking the decision 
to manufacturejimport the excavators components and before issuing 
the letter of intent on BHEL for the electrical components. The 
Committee would like GovernmentjHeavy Engineering Corporation 
to look into the matter to obviate recurrence of such instances. 

(Paras 6.175 to 6.177). 

Reply of Government 

The recommendation of the Committee have been noted. 

Instructions have been issued by the HEC Management to the 
concerned officers to the effect that specific approval of competent 
authority should be taken before purchase of any material is made. 
A circular has been issued by the HEC in this regard (Appendix 
VII). 

[Ministry of Steel & Mines (Department of Steel), O.M. No. 2-211 
70-HEP-I, Vol. III dated 13-12-1972]. 

Recommendation (Serial No. ZZ) 

The Committee regret to note that the manufacture of 20 charg­
ing box cars, 12 Nos. HMB-DR-15 water drilling rigs and 20 Nos. 
UR. B-3AM rigs was taken up without any specific orders in hand' 
and without any precise estimate of cost thereof, and drilling pipes,. 
tools and imported equipments worth several lakhs of rupees were 
purchased and they were all rematnlng idle. The production of 
these items was taken up merely "with a view to give some loading 
to the shops" and in order to utilise the capacity of the plant which 
Undoubtedly involved "commercial risks." 

,- .". 

Even when orders for 5 Nos. 'DR-15 Rigs and 7 Nos. US B-3 RAM 
Rigs were received, their manufacture was not started. The Com­
mittee further note that the Corporation received an order for 



33 

supply of 3 complete 3-D type drilling rigs from ONGC. Although 
the rigs were to be supplied by the end of 1967, HEC had supplied 
So far only one rig to ONGC and that two could not be put to use 
as some of the components were still to be supplied. The Manage­
ment have admitted that there has been serious delay in the manu­
facture of rigs. 

The Committee stress that the Corporation should not take up 
manufacture of items without any accurate assessment demand and 
existing sources of supply or firm order. The delay in the supply 
of machinery and equipment as compared to delivery schedule is 
reprehensible as it drives away potential customers. 

The Committee further deplore that although the cost of produc­
tion of DR-15 Rigs has not been worked out so far, the price of Rs. 6 
iakhs per rig was fixed in 1967 even though the landed cost was 
Rs. 6.41 lakhs. The net loss in the manufacture of first ton UR B-3 
AM rigs was Rs. 17,865 lakhs. The Committee would like Heavy En­
gineering Corporation to work out invariably costs before agreeing to 
sale price so that the Management know full financial implications of 
execution of an order. (Paras 6.194 to 6.197) 

Reply of Government 

The recommendation has not been noted. 

[Ministry of Steel & Mines (Department of Steel), a.M. No. 2-21/ 
70-HEP-I, Vol III, dated 21-11-1972) 

Recommendation (Serial No. 25) 

The Heavy Engineering Corporation incurred an expenditure of 
Rs. 11.23 lakhs by way of engaging two foreign consultancy firms to 
prepare quotations for Bailadila and Kiriburu projects on turn key 
basis. The· Committee note. that ultimately the decision at Govern­
ment level was that the role of Heavy Engineering Corporation 
should be limited to that of supply of equipment and machinery only. 
While it is true that by preparing comprehensive schemes for these 
projects, Heavy Engineering Corporation were able to secure orders 
for machtnery and equipment to the extent of Rs. 4.48 crores, the 
Committee feel that if it was Government's intention that the role 
of Heavy Engineering Corporation should be limited 'to that of 
supply of equipment and machinery only, there might h.ave been no 
need for entering into. consultancy agreements witlt. fOJ'Ctgn firms at 
~ heavy cost of Rs. ~1.23 lakhs. The Committee would 1ike Govern­
mentlBeavy Engi!1eer1ng Corporation to learn a lesson from these 
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instances and lay down clear guidelines so that no premature action 
is taken to engage the services of foreign consultants at heavy cost 
,when in the last analysis their services are hardly required resulting 
in unfruitful expenditure. (Para 6.230). 

Reply of Government 

The recommendation has been noted. The BPE have been re­
quested to formulate guidelines for engaging the services of foreign 
consultants, which will be communicated to all the undertakings un­
,der the control of this Department. 

[Ministry of Steel & Mines (Department of Steel), O.M. No. 2-21/ 
70-HEP-l, Vol. III, dated 20-12-1972]. 

Further information called for by the Committee 

Whether the Bureau of Public Enterprises have issued guidelines 
'for engaging the services of foreign consultants? If so, please fur­
.nish a copy of guidelines issued to the various undertakings. 

[Lok Sabha Secretariat a.M. No. 24-PU /72 dated 29-12-72]. 

Reply of Government 

Bureau of Public Enterprises have issued guidelines vide their 
.o.M. No. 313172 Prodn. dated 5-1-73 a copy of which is enclosed 
~Appendix VIII). 

[Ministry of Heavy Industry O. M. No. 27-121172-HEP-I Dated 
3-3-1973.] 

Recommendation (Serial No. Z6) 

"The COflUIlit~ee r~gret to nQfe that only 42 per cent of the total 
qu~tity ~:uirine rough machining could be handled by ~heRouih 
Machine Shop and t~at there is .considerable shQrtfall in the quantity 
of castings an~ f!)rginss rQ~h machines to the Rough ¥achine Shop. 
,One of the .r,asons ad,vanced for thein~Q.equacy in handling Jhe 
'requ.lred, Q.uan~ty . pf J;'opgh .cas~ and fo,tgings .. tbat aU tl1e ma­
'chines have not been 1IftJUled. SQ faJ'. The Committee recommend that 
'immedia,~ steps shQuld. be. ~a1ten to fully, utilise the capacity of the 
1toug~ Machine $PoPIiO that, the Heavy Machine. Building Plant and 
Ute Heavy MachlneTOQI., ~lal)t are noi. U4duly· strained. for fu¥sh1ng 
the castings. TbeRougb Machine Shop shoulc:l be manned suit:a:blY 
-to undertake the rough machinery work without delay. (Para 6.236). 
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Reply of Gover~meD.t 

Arrangements have been made to run the rough machine shop 
in two shifts and in certain areas in three shifts. 

Regarding the Committee's suggestion for manning of the Shop 
adequately, effective steps are being taken. The required manpower 
requirements have already been assessed. A total strength of 678 
men has been sanctioned. 550 men have been brought into position 
.as against 450 men in position three months back. 

[·Ministry of Steel & Mines (Department of Steel), O.M. No. 2~ 
21J70-HEP-I, Vol. VIII dated 20-12-1972]. 

Recommendation (Serial No. 29) 

The Committee find that the Detailed Project Report fixed a norm 
.of 22-21 per cent for scrap in equipment structurals. The manage­
ment have, however, not fixed norms for scrap arising, taking into 
account the changed product-mix (equipment and Building Struc­
turals) . 

The Committee recommend that in the light of experience ga­
thered so far, the Corporation may fix norms for scrap arising keep­
ing in view the changed product-mix. The Committee would also 
stress the need for contemporaneous watch being kept on scrap aris­
ings so that remedial action can be taken without any loss of time 
whenever there is any variation as compared to the norms laid down. 

The Committee trust that Corporation w~uld maintain separate 
Tecords for scrap arising in respect of blast furnace structurals and 
building structurals SO as to compare tilat actual scrap msmg with 
norms indicated in the Detailed Project ReP.,OI:t fixed 1;ly ;~e Corpora­
tion on the basis of Its experience. (Paras 6.258 to 6.259). 

Reply of Govenunent 
J 

The folllf~g norms h~ve been fixed for scrap Arisings on the 
baSis of paSt experience and studies made in thi~ regard: 

J. Eq1,llP1p,~t St1'\.lC:t1,1r8ls ... 
!. Technological . Stru~uraJ.s 
S. Buildin. Btrueturals 

·Reply not vetted by Audit. 

Section. 
I~ l4aUnIJJD 
5% Maximum 
5% Maximum 

Pl4te. 
15% lladmum 
115% Maximum 

8% Maximum 
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In order to further reduce scrap arisings HEC will maintain re­
cords of scrap arisings. In the light of experience gained the norms 
would be modified further. 

[·Ministry of Steel & Mines (Department of Steel), O.M. No. 2-

21/70-HEP-I, Vol. III dated 16-11-72]. 

Recommendation (Serial No. 31) 

The Committee recommend that the quality control and inspec­
tion in all the units should be improved so as to obviate the Com .. 
plaints from customers regarding the quality of products manu­
factured by the Corporation. The Committee need hardly stress 
that the Corporation should spare no efforts to win the confidence 
of their customers by supply flawless quality equipment and machi­
nery. (Para 6.87). 

Reply of Government 

The recommendation has been noted. 

Constant efforts are being made by the HEC to improve the 
quality of their products. The following steps have been taken in 
this regard:-

(i) Generation of Heavy Steel Scrap by blasting is being pro­
cessed by HEC to ensure good quality melting scrap. This 
is being done with a view to obviate dependence on hetero­
genous market scrap wholly. 

(U) Regular sampling of 'Toofa' burnt lime (Low Silica) has 
been started. 

(iii) All refractory materi~ls are being tested. 
(iv) All the blooms and billets (Cas~Wise) are being analysed 

to· cut down rejection on this count. 

(v) The Steel FoundrY melting and pit side inspection cell has 
been strengthened in all the three ships. 
. ~ 

(vi) Stricter control on inspection of steel scrap has been under-
taken. 

[Ministry of Steel & Mines (Department of Stee1), O.M. No. 2-211 . 
70-HEP-I, Vol. III dated 13-12-'12}. 

I .Reply not vetted by Audit. 
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Recommendation (Serial No. 32) 

The Committee take a serious note of the fact that no record 
was maintained to indicate the utilisation of machines and labour 
in any of the main production shops of the Foundry Forge Plar.t. 
As regards the reasons for not maintaining records it has been stat.. 
ed that there were certain difficulties as the production facilities has 
not been estabilised as yet and that the construction work was still 
in progress in some 'shops. The Committee fail to understand as to 
how the construction work obstructed the maintenance of idle time 
record as the Committee find that under similar cir~umstances, when 
the construction work was going On in the Heavy Machine Tools 
Plant during 1968-69, the idle time record was being maintained. 
In the case of H. M. T . P. 'also no record of idle labour and machines 
was maintained till 1st April, 1968 although the production In this 
plant started in January, 1967. 

The Committee further find that in the case of Heavy Machine 
Building Plant no reasons for idle time to the extent of 70.8 per cent, 
25.5 per cent, 40.4 per cent and 65.9 per cent have been indicated 
by the management for the years 1967-68, 1968-69. 1969-70, 1970-71 
respectively. Other reasons account for 9.8 per cent, 18 per cent, 
17.1 per cent and 13.1 per cent of the idle time. No reasons for the 
idle machines to the extent of 29.8 per cent, 14.1 per cent, 19.6 per 
cent and 36.2 per cent have been given for above years whereas the 
'other reasons' account for 10.4 per cent, 6.9 per cent, 12.7 per cent 
and 13,7 per cent of idle machinery. This clearly indicates that no 
proper records were being maintained by the management during 
all these years. 

The Committee are left with the impression that such gross 
omission in the maintenance of records of idle manpower and machi .. 
nery could not take place without the knowledge of management. 
'The Committee cannot too strongly stress that not only proper re­
cords should be kept of idle labour hours and idle machine hours 
but that these should be systematically analysed with a view to take 
timely action to eliminate such wastage of productive resources. 

The Committee woud like to be informed the detail of the ar­
rangements made in this behalf (Paras 6.320 to 6.325). 

Reply of Government 

AB requested by the Committee, B Scheme for proper recording 
~f idle time is being introduced by th~ HEC in all the shops. 
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The success of a scheme for recording idle time depends to a 
great extent on the motivation of the workers and supervisory staff. 
In order to develop proper motivation an Incentive Scheme is be­
ing introducd in a phased manner. The scheme has been introduc­
ed in some of the shops and is being extended to all the shops. 

The main features of the scheme are:-

(a) Recording in the job cards actual time taken for each 
operation against the estimated time. 

(b) Recording of idle time of men and machines resulting 
from No work, No Material, Lack of Tools, No Power. 
Break down, No crane facilities etc. 

When a job is completed and a worker is required to remain idle. 
the job card is punched 'OFF', and a labour idle time card is punch­
ed 'ON'. When the idle time is over, idle time card is punched 
'OFF' and next job card is punched 'ON'. Whenever a machine is 
idle, a machine idle, time card is similarly punched to record the 
idle tim~ of machine. 

On occasions when both the operator and the machine are idle, 
both idle time labour and idle time machine a card are punched. 
The job cards and idle time cards are kept by the Time Keepers 
and are handed over to workers for punching 'OFF' and 'ON'. Wor-­
kers are allowed to punch idle time cards only on the authority of 
idle time slips issued by the Chargeman concerned. At the end 
of the month, the idle time cards are countersigned by the sectional 
chargeman before passing these on to the costing Section for fur· 
ther analysis. The quantum of idle time under various courses is 
scrutinised section-wise for further investigation and suitable reo 
medial action. 

Labour idle time cards and machine idle time cards have been 
reprinted in difterent colours for easy identification. 

The incentive scheme is expected to be in operation on all direct 
production work by June, 1974. 

-[Ministry of Steel & Mines (Department of Steel), O.M. No. 2-
21/70-HEP-I, Vol. III dated 20-12-72]. 

----- --.----- ---_. -.-----
-Reply not vetted by Audit. 
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Re~ommendation (Serial No. 33) 

The Committee note the efforts which are being made for diversi~ 
fication of production in Heavy Engineering Corporation. The Com­
mittee need hardly stress that diversification programme should be 
most carefully devised after mature consideration so that it fits in 
with the main objective of the Corporation which is to produce 
machinery and equipment for setting up steel plants in the country. 
(Para 6.327). " :1 t . 

Reply of Government 

The recommendation has been noted. 

[Ministry of Steel & Mines (Department of Steel), O.M. No. 2-21{ 
70-HEP-I, Vol. III dated 21-11-72]. 

Re~ommendation (Serial No. 34) 

The Committee note that the Heavy Engineering Corporation 
have so far been able to secure only one order for the supply of 
500 numbers of Cast Iron Frames and covers to Jordan at a value' 
of £ 13.500 C.F. Aquaba. In view of the fact that a large percen­
tage of the capacity available in the Heavy Engineering Corpora­
tion continues to remain unutilised, the Committee would stress 
the need for exploring all avenues for export. after meeting the 
internal demand, so that the Corporation can reap' the benefit of 
production on large scale and also contribute its share in the earning. 
of foreign exchange. (Para 6.336). 

Reply of Government 

The recommendation of the Committee has been noted, Heavy 
Engineering Corporation are making efforts to export fully machin­
ed, bed plates, grey iron casting, Steel Castings, G.I. Castings, Con­
tainer Cranes, Reduction Gear Boxes etc., to Czechoslovakia, USSR, 
U.K., and other countries. An order from Czechoslovakia for c;upply 
of bed plates has been secured recently. 

The Engineering Projects (India Limited) a consortium of eight 
Public Sector Undertakings including the Heavy Engineering 
Corporation will submit a turn-key tender for setting up of an in­
tegrated Steel Mill in Iraq. Subject to their tender being accept--
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ed, Heavy Engineering Corporation will be required to manufac­
ture and supply a substantial quantity of equipment. 

[Ministry of Steel and Mines (Department of Steel), O.M. No. 2-
21/70-HEP-I, Vol. III dated 21-11-72]. 

Recommendation (Serial ~o. 35) 

The Committee are greatly concerned to note that the Heavy 
Engineering Corporation particularly the Foundry Forge Plant and 
Heavy Machine Building Plant are still lacking in firm orders on 
long term basis which alone can assure development and production 
on an assured and rational basis. 

The Committee note that the target for production of steel in 
the country as well as the capacity have remained static for seve-­
ral.years at about 9 million tonnes. It is only now that Government 
have taken some concrete measures to expand the capacity by 10 
million tonnes by the end of the 5th Plan period and have sanc­
tioned the setting up of new steel plants at Visakhapatnam and 
Hospet with a capacity of 2 million tonneage e:J.ch and expanslon at 
Bokaro to 4 million tonnes. A special steel plant of 2,50,000-
5,00.000 tonnes capacity has been sanctioned for Salem. 

The Committee welcomes the step:; taken recently by Govern­
ment to standardise the machin~ry and equipment required for set­
ting up new steel plants and for expansion of the existing steel 
plants. With the standardisation of machinery and equipment, it 
should be possible to make use of the capacity available in the 
Heavy Engineering Corporation to the maximum extent in the in­
terest of achieving sel£.-reliance. Considering the fact that the res­
ponsibilities for steel plants as well as for Heavy Engineering 
Corporation are placed under the same administrative Ministry, 
the Committee have no d.:>ubt that Government would take neces­
sary measures including the setting up of the Task Force to sort 
out in detail, the requirements of machinery and equipment for the 
new steel plants and expansion of existing ones in order to place 
long term firm orders on Heavy Engineering Corporation. 

The _ Committee need hardly stress that once orders are 1)laced 
on Heavy Engineering Corporation, the Corporation should spare 
no efforts to see that machinery and equipment of guaranteed qua­
lity which would make for most efBcient production are turned ont 
and delivered according to schedule. The sale price for these machi­
nery and equipment should become increasingly competitive with 
increased turnover. 
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The Committee would like to be informed within three months. 
<of the action taken in pursuance of the above recommendations, as 
they feel that there is no time to be lost evolving an integrated 
programme for creation of additional steel making capacity and 
utilisation of capacity of Heavy Engineering Corporation. (Paras 
6.345 to 6.349). 

Reply of Govemment 

The present position with regard to orders relating to expansion 
of Steel Plants received by Heavy Engineering Corporation 
Limited., is given below:-

(1) Letters of Intent for supply of about 49,000 tonnes of 
equipment and structurals in respect of expansion of 
Bokaro Steel Plant from 1.7 million tonne to 4.0 million 
tonne capacity have been received by H.E.C. Bokaro Steel 
Ltd., is also placing orders on H.E.C. for all equipment 
which can be manufactured by the Corporation for Steel 
Melting Shop II of Bokaro Steel Plant. 

(2) A letter of Intent has been received for supply of all equip­
ment which HEC can manufacture in respect of expan­
sion of Bhilai Steel Plant. 

The feasibility reports for the New Steel Plants at Visakhapa1>­
nam, Vijayanagar and Salem have made recommendations for pro­
vision of standardized equipment for the steel plants. The reports 
are under the consideration of the Government. However, action 
has already been initiated for placement of orders for manufacture 
and supply of standardized equipment for Visakhapatnam and Vija­
yanagar Steel Plants on the Heavy Engineering Corporation. 

It is estimated that approximately 2,55.000 tonnes of equipment 
can be manufactured by the' Heavy Engineering Corporation for 
the two new steel plants at Visakhapatnam and Vijayanagar and 
for the Bhilai expansion scheme and Bokaro (4 million ton-stage) 
.over the next 7 to 8 years. 

The Government had set up a panel of Experts in June, 1971 
for standardisation of equipment for the two New Steel Plants af 
Visakhapatnam and Vijayanagar. The report of the panel has been 
approved by the Government. It will not, therefore, be neceaaary 
to set up ~other Task Force as recommended by the Committee 
in para 6.347 of the Report. As already stated action has also been 
initiated for placement of orders for requirements of machinery and 
2836LS-4. 
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.equipments f01' expansion of the existing Steel Plants, and for 
manufacture and supply of standardized equipment for Visakhapat­
nam and Vijayanagar steel plants on the Heavy Engineering 
Corporation. 

The recoMmendation made by the Committee in para 6.348 of the' 
Report has been noted and a series of measures 'have been initiated by 
Heavy Engineering Corporation in this regard. 

*[Ministry of Steel & Mines (Department of Steel), O.M. No. 2-
21/70'-HEP>-I, Vol. III dated 2'8~7-72).-

Recommendation {Serial No. 36) 

The Committee find that in 61 per cent cases the Company had" 
-to reject the orders during the period from August, 1967 to January, 
1969 as the Corporation was not in a position to supply the products 
according to the requirements of the customers. In about 10' per 
cent cases, not even a regret letter was sent. In majority of cases: 
where quotations were sent, no follow up action was taken after 
despatch of quotations. The Committee regret to note that the 
Commercial Division of the Corporation proved inadequate to deal 
with enquiries from customers. The proposal to reorganise the de­
partment has been pending for quite some time. The Commitfee 
recommend that the CommerdaI Department should be reorganis­
ed in such a way that HEC can discharge its responsibilities as an 
industrial and commercial enterprise. The best way the HEC can 
win and retain the confidence of the customers is through guaran­
teed quality of machinery and equipment, efficient sales service, ad­
herence to the delivery schedules and readiness to respond to cus.­
tomers' requirements promptly. (Para 6.355). 

Reply of GoveTnment 

Noted. The Chief Commercial Manager has been appointed. He­
joined HEC on 8th February, 1972. Action is being taken tIl streng­
then and reorganize the Commercial Department. 

2.. With the strengthening and reorganization of the COmmercial 
Dep~troent, it 1s expected that HEC would cteal with the enquiries 
fro:Ql the customers on sound .commerclallines. 

[MiniStry of Heavy Industry, O.M. No. 2-21170-HEP--I dated' 
4-12·1973]~ 

I -Reply not vetted by Audit. 
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RecommendatioD (Serial No. 37) 

The Committee find that the costing system followed by the> 
Corporation suffered from various deficiencies. They find that no 
cost accounting manual had been prepared and cost accounting was 
done through periodical circulal"S and procedure orders. No. detail­
ed cost estimates were being prepared before undertaking the job 
and it was, therefore, not possible to exercise effective control on 
costs. Fixed and variable expenses were not recorded separately. 
It was, thet'efore, not possible to exercise effective control on costs. 
Fixed and variable expenses were not recorded separately. It was 
therefore, not possible to determine whether any sales were made 
below the marginal cost. No job analYSis had been made to fix the 
norms for labour requirement. In these circumsta.nces, the Com­
mittee feel that the system of cost accounting and cost control as 
prevailing during the last 8 years or so was neither scientific nor 
effective. 

The Committee have been informed that Cost Consultant has 
since been appointed and comprehensive accounting manual has 
been prepared. The Committee however, understand that no ac­
counting manual has been prepared so far. In the preface to the 
accounting manual on HMBP, it is sta·ted that a suitablE> 
costing system is being drafted in consultation with the Cost consul­
tants. The Committee have also been informed by the management 
that the basic procedures for the various a.spects and cost accounting 
have already been laid down in the case of all the plants. In the 
case of lIMBP these have been incorporated in the a-ccounts manual 
which has heen extended to the other two plants also. The: Com­
mittee, however, understand. that the accounts manual of HMHP 
relating to costing is not being followed by FFP and HMBP which 
are follOWing the procedure laid down earlier. The Committee also 
undelStand that in the Foundry Forge Plant, a Committee was 
formed on 1-1-72 to draft the costing manual of the plant and the 
work is expected to be completed. by June, 1972. The Committee 
recommend that a comprehensive accounting manual including the. 
cost accounting should be prepared without any loss of time, so 
that the different shops may, follow the correct and scientific pro': 
cedures for costing. The Committee also hope that steps will be 
taken to effect improvements in regard to collection of data , and 
introduce effective reporting systems. The Committee also hope 
that the time booking by clocks would very soon become effective 
so that the labour and consequently, the overheads on it beeOriJe 
accurate. -IntrodUction of a system of shop floor discipline, correct; 
recording of baste data 'at that level and a regular flow of d~~ 
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from the shops to the Accounts Department are some of the steps, 
suggested by Audit. The Committee hope that with the effective 
implementation of these measures the costing of the Corporation 
will become what costing ought to be. (Paras 7.12 and 7.13) 

Reply of Government 

An Accounts Manual for HMBP has already been prepared. This 
has been made applicable in general to all the other plants and the 
Head Quarters with effect from 1st May, 1971. 

A Computer has now been installed and all the accounting work 
is being computerised. Incentive Schemes with operation-wise job 
cards a·re being introduced in a phased manner. As a result of these 
developments certain changes are being made in the detailed pro­
cedures, account-head classifications, departmentlCost Centre Num­
bers etc., with a view to introduce uniformity in all the plants. 
After these procedures are finalised, an up-to-date Accounts Manual 
incorporating all the changes is proposed to be brought out. This is 
expected to be completed by March, 1973. 

[Ministry of Heavy Industry, O.M. No. 2--21/70-HEP dated 
4-11-73]. 

Recommendation (Serial No. 38) 

The Committee find that the actual cost of production in all the 
plants of HEC was considera.bly in excess of the estimates given in 
the DPR. In the case of severa.l items, the actual cost of produc­
tion is more than 100 per cent of the landed cost derived from DPR 
(post devaluation) estimates. Low productivity high cost of mate­
rials and wage rise without commensurate rise in productivity are 
given as some of the reasons which have resulted in the high cost 
of production. The Committee further note that except in the case 
of a few items, the cost of production in the case of major items of 
production exceeded even the sale price. The cost price in the 
case of several items was more than 100 per cent of the sale price. 
It is significant to note that in the case of well Drilling Rigs type 
DR-15, the cost of production was even more than 25 per cent of the 
sale price. What surprises the Committee most is that the Corpora­
tion accepted jobs at prices which did not cover even the cost of 
direct materials. This it has been stated was done with the inten­
tion of getting the shops fully loaded.' The Committee further note 
that, In making the cost analysis, overhead expenditure as applied to 
various lobs had only been taken into consideration leaving su_tan­
fi!!l portion of overheads unabsorbed. The actual expenditure was 
~uch m eEess of the overhead actually appUed. Such unabsorbed 



expenditure has not been taken into consideration in comparision of 
cost with selling prices. The Committee find from the review of 
some of the cases like oil drilling rigs, slag ladle cars, cold blast 
valves, water well drilling rigs that the Corporation incurred a 
substantial loss as a result of quoting prices much below the eost of 
production. Total loss sustained by the Corporation by selling its 
products at sale prices lower than the cost of production upto the-
31st March, 1971 works out to be Rs. 72.48 crores. 

According to the Pricing Policy of Government selling price had 
to be fixed at rates which the market could bear or the landed cost. 
This clearly indicates that in case the Corporation has to be a viable­
unit it must reduce substantially its cost of production. The Com­
mittee on Public Undertakings (4th Lok Sabha) in their l'th Report 
on Heavy Engineering Corporation had recommended that "Concert­
ed efforts should be made by the management to reduce the cost of 
production through improved productivity and reduction of inven­
tories, wastages of materials and better utilisation of men and 
machinery". The Committee deplore that nothing substantial hlB 
been achieved by the Corporation in this direction. 

The Committee stress that there is need for sustained efforts 
and constant vigilance to ensure increased production through 
better utilisation of men and machinery. This would help the Cor­
poration in reducing the overheads and thereby reduce the cost of 
prodUction. (Paras 7.59 to 7.61) 

....,. of. GovenaaeDt 

Following steps have been taken by the HEC with a view to 
achieve increase tn production and reduction in cost. 

(I) If1trodt&ctios C1j If1cet'&tioe Scheme 

An incentive scheme has· been introduced in certain sections of 
aU the plants. This was introduced in some shops in HMBP. Sub­
sequently it was gradually extended together areas. This is 
being gradually extended to cover all the production activities ip 
a phased manner. . 

(ii) High performance rewardlAd.hoc reward Scheme 
Pending introduction of incentive scheme in all the production 

areal, high performaoce reward and ad-hoc reward sc:beftl.. . have 
also been introduced, on a temporary basis with. view to mcrease 
the tempo of production. The high performance reward ICbeme 
was introduced in HIrIBP aDd lI'FP front 1.8.72 and in HMTP fIoolO 
1-10-72. . I ' ..... 
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(iii) Double shiftlTreble shift working 

More'machines have been brought into double shilt working. 
Some machines in key areas are also working in treble shift. 

(hi') Improved production planning I scheduling 
, 

Aetivities relating to production planning and scheduling are 
gradually being computerised. This will facilitate prompt location 
of bottleneck;s and enable timely remedial action. 

(v) Material' Management: '1 

Activities relating to procurement of materials issues; accounting 
"C;,C" are also being improved byc:omputerisation. This will elimi-
Zl.He hold up of ,work for, want, of materials. : i 

(vi) Co'nsiikta1t;c~' ~ert3ice8: 

The consultancy.services of the Hyderabad ,Staft College ! ~re 
being ,utiUzed from 17-4-72. Certain exereis~ relating' to manage­
ment by objectives are in hand. 

As a result of these steps, the output of the plants 1s 'expected to 
'increase, with: consequent reduction in the cost of prodUction. , ' 

,{Ministry o{Heay~ Industry, O,M. No. 2~21.170-HEP-I ~t~ 4-:12~73]. 
Recommendation (Serial No. 39) 

The Committee aAfI'Wtpft,ei; to Md'-that the Corpora.tion has 
no~ prepar,ed .its ,QW.n purchase manual though it has gone into:pro­
duc"tion in 1964~5'. Till r~cently.. ," theCofPo~atjoh barl no li,~~ ,rtf 
its own, of suppliers and depended upon the "lists availa.ble with 
the Director General, Supplies and Disposelos ana Directol- General, 
Technical Development. 

Tbe::Ministry have admitted that such a 'posttion, ilrnot satis­
factorY'.. The:- qdi'hmlttee , are convinced thLlt if the Ministry , had 
been vigilant, these shortcomings in stores procurement wQrk w()1i1d 
have come to notice much earlier. The Commitiee hc>pe that ;the 
compilation of the purchases manual and the publication of list ~f 
suppliers will now be completed without any further delay. 
, , I ' 

" , The Committee also find that the maximum. minimum and 
ordering levels bad not been fixed in the case ·of all items. The 
~lI\ittee note that "there .is also nOlystem in vogue by which the 
;~ of stores procured for ,pectic works eould be located in "a 
conaolidated manner. 
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The Committee have been told that limits have now been flzedI 
for 7,112 items. The Committee feel that the Corporation should' 
complete the process expeditiously in the case of remaining such 
items which can be converted as 'stock items' so that dupUcation 
of orders and unnecessary purchases are avoided. 

The list of stores procured for cancelled work ordera had not 
been prepared for a long time and consequently the ;lcijon for their 
alternative use or disposal had not been taken. Out of the 498 
-cancelled work orders lists of stores procured ~or only 55 work 
-orders had been prepared till July, 1970. Anotiter. list of 417 can-
-celled work orders has been prepared now. Out ~{these no details 
are available in respect of 45 work orders as regards procurement 
.and disposal of stores. ~, 

The Committee recommend that alI the cases where tecords 
are not availa.ble with regard to the procurement or disposal 'of 
maferiaisshouid be investigated in order· to fix responsibility 
therefor. ,The list 1)f Stores procured -for' work orders ~ancelled 
.should be completed without .delay and lIurplus stores ident'ifled 
with a view to avoidingfurtherprocul'ement of the same materails. 

The Committee would like the Corporation to evolve a pro­
.cedure by which the contingency for, ca.ncellation qf orde~ is 
minimised and 'in any case 'where an order is cancelled no, time 
-should be lost in ensuring'that ~ores ordered for it ar~ not, proqlLtJ!d 
"to' the extent feasible. '(Paras 8.12 Jto8.18): ' ' 

::,. 
,T t ' " 

" Reply 'of q-oovernmihtt' 
,', 

Action btl, been taken by Heg~. Engineertn~" ~orpora.~o~ in 
'-the followmg'Unes:-

.(i) ~uTckase .Man~ 

Compilation Of Purchase Mariual' by '·a~~vy Engine~ril\6l! Cor­
poration is in hand.' Seven chapters out of a total of J?,ine, chapters, 
{!overing subjects relating to Organisatioll of' the Purchase Depart-

. ment, its Scope and Functions, Purchase Powers and Purch,.s. of 
indigenous stores; import of Raw Materials, Components, Capita) 
Goods, Spare part etc., Progressing of supplies, and Registration of 
suppliers have been prepared and circulated to the ~arious depart­
'ments for comments. The remaining two chapters relating. to the 
4()peration of Rate and Running Contracts and Reports and Returns 
we under preparation. The Manual is expected to becomple~ 
\by Karch, 1973. , ,..... ~ 
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(it) App'roved List of SupplieTS 

This work was undertaken by the Heavy Engineering Corpora­
tion in 1969-70. Advertisements were released twice. The res­
ponse to the advertisement was not adequate. Application forms: 
have been issued to the firms who had made supplies to H.E.C. 
earlier and whose performance was satisfactory. In this manner 
1200 firms have taken forms for registration with H.E.C. (vide our 
letter of 5-7-7!1). Scrutiny of the firms in the list of Director of 
Industries, Bihar is &lso being made with a view to select reputable 
firms. H.E.C. expects to have comprehensive list of suppliers by 
September, 1973. 

(iii) Fixatlon of Maximum, minimum and ordering levels 

All the stores items are reviewed periodically with a view to. 
bringing more and more items under the Automatic RepleniSh­
ment Scheme with Maximum, Minimum and Reordering levels. 
So far 7,301 items have been declared as stoC'k items. To facilitate 
efficient functioning of the scheme, rate contracts with suppliers 
with phased deliveries of materials are being entered into 

(iv) CancellGtion oj Wdrk Orders 

The poSition of the materials relating to the remaining cancell­
ed work orders has since been scrutinised. Some of them have 
beeB delivered for use aeainst other work orders. In lOme cases 
no procurement action was taken at all. The remaining items have 
been declared surplus and dispotal actioD is in hand. 

The procedure regarding opening of wodl ol'der has since been 
modifled. The current procedure is that work orders ere opeaed 
only against specific orders from outside pll'ties, except in the ('ase. 
of Government Undertakinga, in which case work orders are opened 
against letters of iDtent/prospective orden. A s13itabJe clause­
for recovery of cancellatioD charges in the event of cancellation 
of a work order is also incorporated in all the auepted orders. 
This procedure is designed to minimize to the maximum extent. 
possible materials being rendered surplus a$ a JeSult of cancella-

. tion of work orders. 

(v) .Burpl .. Stores 

All slow moving and Don-moving items are regularly surveyed' 
by a Survey Committee conSisting of rep!UeDtatives of the Star., 

. Technical and Finance Departments. Based on tbe· recoft'l.l¥nda­
tions of the' Survey Committee, further- action is taken for disposal 
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of surplus stores by public auction or on the basis of tenders. Lists 
of surplus items are also circulated to other public undertakings and' 
Government departments or exploring possibilities of their utilisa­
tion. 

(vi) Location of Materlllls 

The location of materials is determined by the nature of each 
item. Matt-rials of different types (i.e., steel items, electrical items, 
fasteners, instruments, gaskets etc.) may be required against 
one work order. They are, however, required to be stored in 
different locations for the purpose of prop'er storage, maintenance, 
accounting etc. Suitable records are maintained from which the 
location of the stores can be easily ascertained. 

(vii,) ComputeriBed Inventory Control 

All the stores transactions are being computerised. Stores have 
been classified into three categories. Category C represents a 
la.rge number of items but low in value and Ca~ory B represents 
the items, the requirement of which in terms of number is not 
high and their value is also not high. As a result of these steps 
and with the system of Computerised inventory control, the posi­
tion relating to material control, is expected to improve in the near 
future. 

This will also facilitate the ucertaiDment of the up-to-date 
position of all the materials relating to each work order at any time 
(vide item No. (Ii) sbove. 

·(Minlltry of Steel &: MiDe8 (Depert;meDt of Steel), 0,)(. No. 2-. 
21jW-HEP-1, Vol m dated 22Dd December, 1972]. 

Beeomm ..... tioa (SerW No. 4t) 

According to the Management, the ideal stock holding in the 
Corporation should cover the requirement for 6-12 months. The 
Committee, however, ftnd that the actual value of stores in stock 
as at the end of year 1967-68, IH8-68,1969-70 and 18'70-71, represent­
t"d 34 months', 28 months', 21 months' and 15 months' requirements 
respectively. Although the ratio of inventory to cODSUmptfon is 
showing a downward trend, 88 a reault of efforts made by the 
Coq><>ration, the present stocks with the Corporation is still 9.'1 the 
'lPab side. The Committee recommend that concerted ' efforts, 

-Reply not vettecs by Audit. 
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.should be made to bring down inventories to reasonable limits so 

.as to avoid unnecessary locking up of working capital in inven­
,tories and, considerable loss to the Corporation resulting in high 
.cost of production. (Para 8.116) 

Reply of Government 

Steps are being taken by HEC to reduce its stock level. In 
-view oi the heavy inventories which 'HEChas been carrying a 
.sudden and drastic reduction to optimum'levels is not possible. The 
.()bjective fixed is to reduce the inventory level to 14 months' con­
:5umption by 31-3-73 and to' 13 months' consumption1by 31~3-74. 

Ihorder ,to.achieve' the a.bove targets, following steps are being 
-taken by the HEC: 

.. ' 

(i) Stores items are being reviewed periodically with re­
ference to past consumption and a.nticipated future re­
quirements, so as to bring more. and m.o~e items un4Cjtr the 
'cat~gory of 'stock 'items', so that . .prQcu~ement of' xna~e­
rials can be made under automatic replacement schl;?me 
withom waitirig . ror specific ind'ent. Stores have,' also 
~b~en classified into three' categories. Category A . re­
presents a limited nu~ber of, qigh vt:llu~' . items; ,Cate­
g~ory C represents a large number 'of i~ems put ~Qw in 
value- and ca,tegory B represents the items the require­
ment of which in terms of numbers is not high and their 
value is also not high. More care is exerc;ised in, pur­
chasing high value item under category A SO that funds 
al'f!lnot unnecessarily locked up; ..,'.,.,' . 

" . 
(ii) An all-out effort is being made to increase production 

I. ,;:' t08,) p'er:cent of the ra~d capacity by:l004 .. With;,blgher 
pmcluotiotl"the coniuinptiOn: of invehtories will rise pro­
gressively. giving a better turn-over. 

(iii) ContihrtouS'" rieview 6f':fidh':'mtMng and slow-moving in­
ventories is beblg carried out to identify surplus stor~s and 
to arrange for th~ir disposal with a view to reduciM un-
wanted inveritories. ' , 

Tbe prot:easing· of all stores ~sactions is being computerised, 
with Il view to colleetirtg up-to-date data of inventories. This will 
'iacilita1e prompt utilisation of available materials. and also better 
follow up action in case of delay in supplies. 

{Mini~try of Steel ~d Mines (D~part1llent of. Ste;l) O.~. No. 2-
. . 21110-HEP-I, Vol. III dt. 13-12-1t12]. 
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Recommendation (Serial No. 51) 

The Committee regret to note that the question of changing the 
equity debt ratio has been pending with the Government for about 
.8 years. The Estimates Committee in their fifty first Report on 
HEC Ltd. presented to the Lok Sabha on the 3rd April, 1964, had 
.asked the Government to examine the matter regarding re-o~gani­
sation of the capital structure. In their reply dated 8th November, 
1965, the Government .stated that the question of varying the exist­
ing pattern of loan equity parity in respect of these projects would 
be taken up for consideration after the capital cost are determined. 

The Committee 'do not find any reason as to why the question 
of pattern of fina.ncing was linked up, with tb: approval of capital 
-costs. The Committee regret t~ note that even after the approval 
.of the capital costs, the question of revision of the capital structure, 
in order td reduee the financial burden on the Corporation, still 
remains to' be finaBy dedded. The Secretary of the Ministry admit- ~ 

1ed during evidence that ,One of the main reasons for high cost of 
production was, the hug~ interest on loans which the Corporation 
'Was required to pay every year. . 

• . ' • 1 

The Committee. recommend that ·after examining .1\ . the financial 
implications the, Government should finalise the capital structure of 
-the Corporation without any los8 of time .. '(ParaS lUI and 9.1.2). 

. . 
r .• ~eply. of ~over~Ji~ , 

• I . .' ~ 

The question of, cha~ging. ~he. Debt. Enquiry ,l;'atio has. ,been 
'under 'considerati6n of the GovernmeQt for some time.. Orders 
Te-org,~nising ,th~"'i!apJt~i :sfr~:ct~re:, .of, .the' 96'rporatton .~er~, issued 
:in ~ebruary; 19'72 onfliefoUowin~ '~nes: .: 

(i) The Authortaed .Capital. .of th&.. CDmpII:tY has;. beee railed 
from RI. 1.00 ·crares: to Rs. 175 ·ctbtes w.&.f: ~197-1." 

(U') The paid up Capital of the Company has be~n raised 
from Rs. 100 crores to Rs. 159.5045 crores by converting 
Rs. 59 crores. ,out of ·the loag outstanding as on 31-3-1971 
into equity ana by paying as. 50,45 lakhs in cash .. 

,{Ministry of Steel & Mines (Department of Steel) O.M. No. 2-21170-
HEP-I, Vol. fiJ dated 21-11-1972]. 

-l&ecoDuae ...... (Serlal No: 52) 

Tbe Committee On Public Undertakings during their examina­
'lIon of Heavy l!!nltneerlng Corporation Ltd., in ,1987-88 were int~­
.ed that by 197\'-71' there would be an Jccumulated loss of' about 
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Rs. 20 crores and it would take the Corporation' about 3-4 years to­
wipe off the losses. The Committee felt unhappy and observed that 
the expected profitability of the plants was very low. The Com­
mittee now find tlJnt even the low expectation of the Ministry have 
been totally proved to be erroneous. The actual accumulated losses 
(Rs. 73 crores) by 1970-71 are three and half times more than that 
earlier expected. 

The Committee are deeply concerned at the huge loss suffered by 
the Corporation since its inception. According to the forecast fur­
nished by the management the Corporation is likely to suffer losses 
to the tune of Rs. 23.5 crores during the next two years, although 
these forecasts are only tentative. The actual losses are likely to 
be much more as according to the latest assessment of the Ministry, 
the year of break even point has been shifted from 1973-74 to 1974-
75. The Committee feel that at this rate the Corporation is likely 
to wipe out all its paid up capital in the next two years. 

The Committee highly deplore that the Project Report does not 
include any realistic assessment as to when the Corporation was 
likely to break-even. All the exercises made so far dU:!er widely 
from each other. The break-even point is being shifted from year 
to year, by bringing down the likely production and the sale valuE' 

. thereof. From the studies made 10 far It Is d1fIlcult to know as to 
what are the actual orders anticipated and whether the Corporation 
would really break-evenwithin any reasonable measures of time. 

The Committee have been informed that the MinistrYIManage­
ment have taken number of measures such as reorganisation of tbe 
management at the higber level, introdcution of Incentive Scheme, 
improvement in Costing System etc. The Committee would suggest 
that the lIl8Dagemei should inteMify the .on to inerease produc­
tion, euUJ'e timely delivery and reduce their costs anel overheads 
by improving productivity and effecting economy. (paras No. 9.39 
and 9.~). 

Reply of Gov.rldDeDt 

The recommendation of the Committee has been noted for 
guidance. 

A High Performance Reward ~heme has been introduced with 
effect "from 1st June, 19'72 in the Heavy Machine Building Plant and 
the Foundry Forge Plant This was contidered necessary aa in­
centive scheme to cover, the entire plant would take time. All-out 
.eftor~. are being made to extend the incentive. scheme which' i, 



5a 
teing progressively introduced since April, 19'72 in the entire plants 
in shortest possible time. This, however, cannot be rushed through 
as all the pre-requisites have to be completed for making it a. suc­
cess. Double/tripple shifting is being organised in a phased manner. 

It is necessary to load HEC with adequate orders. This will help 
to improve its output. With this end in view a number of steps 
have been taken. These are: 

(i) Letters of intent for supply of about 49,000 tonnes of 
equipment and structurals in respect of expansion of 
Bokaro Steel Plant from 1.7 million tonne to 4.10 million 
tonne capacity have been received by HEC. Bokaro Steel 
Ltd. is also placing orders on HEC for equipment which 
can be manufactured by the Corporation for Steel Melt­
ing Shop II of Bokaro Steel Plant. 

(Ii) A letter of intent has been received for supply of equip­
ment which HEC can manufacture in tespect of expansion 
of Bhilai Steel Plant. 

(iii) Action has been initiated for placement of order for 
manufacture and supply of standardised equipment for 
Visakhapatnam and Vijayanagar Steel Plants on the Hea.vy 
Engineering Corporation. It is estimated that approxi­
mately 2,55,000 tonnes of eqUipment can be manufactur­
ed by the HEC for the two steel plants at Visakbapatnam 
and Vijayanagar and for the Bhilai expansion scheme and 
Bokaro (4 million ton stage) over the next 7 to 8 years. 

Government anticipate that with the long term and short term 
measures enumerated above, HEC should reach the break-even stage 
during 1974-75. 

{Ministry of Steel & Mines (Department of Steel) O.M. No. 2-21!70-
HEP-I, Vol. III, dated 21-11-1972]. 

Recommendation (Sen.. No. It) 

The Committee regret to note that due to frequent chanles in 
the top-Management, the production in the plant suffered consider­
ably. The Committee, therefore, recommend that .a far as possible. 
there should be continuity in the top-Management. NoW' that the 
Government have a full time Managing Dk'ector, Government should 
consider whether he should allo' be vested with the dutielt &f Chair­
man. (Para 10.8). 
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Reply of Government 

The recommendation regarding continuity in the top-Management 
has been noted. 

The Board of Directors of Heavy Engineering Corporation have 
since delegated suitable powers to Managing Director vide their 
resolution adopted at the 93rd Board Meeting held on 6-3-1972 (vide 
extract enclosed- (Appendix-IX). 

[Ministry of Steel & Mines (Department of Steel) a.M. No. 2-21\70-
HEP, dated 21-11-1972]. 

Further Information Called for by the Committee 

It has been stated that the Board of Directors of Heavy Engineer­
ing Corporation have delegated suitable powers to Managing Direc­
tor. How are these an improvement over the powers that he al­
ready had? 

[Lok Sabha Secretariat a.M. No. 24-PU\72 dated 29th December~ 
1972]. 

Reply of Government 

Tbepost of a full time Managing Director was created and t1lled 
in July, 1971. In addition a p3.rt time Chairman was appointed in 
1972. Before July, 1971 there was no full time Managing Director 
in the Heavy Engineering Corporation and the full time Chairman 
had been discharging the functions of the Chief Exe,cutives in the 
Corporation since the inception of Heavy Engineering Corporation. 
The question of any improvement over the earlier powers of the 
Managing Director does not, therefore, arise. 

[Ministry of Heavy Industry C.M. No. 27-121 I 72-HEP-I, dnted 10th 
April, 1973]. 

Recommendation (Serial No. 56) 

The Committee unqerstand that the multiplicity of trade union 
has led to inter-union rivalries adversely affecting industrial rela­
tions. The Committee also find that for qUite some time the labour 
management relations had not been cordial. There had beenfre­
quent demonstrations, leading to work stoppage and gherao, etc., and 
as such the fndustrfalretatton and hence the production in the plant. 
had been affected. The Corporation had lost 21'12 man-days in 
1968,369'73 man-days in 1969 and 3226 man-days in 19'70. 
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The Committee have dealt at length with the problem of manage­
ment workers relations in their Report on 'Personnel PoHces anel 
Labour Management Relations in Public Undertakings' and would 
like to reiterate that the Corporation should spare no efforts to give 
the workers in the Undertakings a sense of participation and invol­
vement in the challenging task of greater production for the good 
of the country. All disputes should be resolved through mutual dis­
cussion in order to come to a·n agreement. (Paras 10.27 to 10.28) 

Reply of Government 

There are 10 registered trade unions functioning in the HEC., the­
details of which are given below:-

Name of the Union with affiliation If any Date of registration 

_.----_._ .. _--------
I. Hatia Projects' worken Union 

(INTUC) . 24-II-I959 

2. Heavy Engg. Corpn. Employees 
Union . 25-6-1962 

3· Heavy Engg. Mazdoor Union (UTUC) 9-II-1963 

4· Hatia Mazdoor Union (CITU) I6-II-1967 

5 Hatia Shramik Sangh (BMS) 9- 12-1967 

6 HEC Employees Welfare Associatior, 7-11- 1968 
Calcutta. 

7· Chotanagpur Industrial Workers ~-2-1971 
Union. 

8. HIltia Kamgar Union 6-9- 1971 

9· Jharkhanl Mazdoor Sangh 25- 1-1972 

10. Heavy Engg. Artisans Asson. 17-5-1972 

Remarks 

Recognised by the­
Management. 

Recognised by the 
Mar>agemert. 

Out of these registered unions, Hatia Projects Workers Union at 
Panchi and HEC Employees Welfare Association, Calcutta, have 
been recognised by the Management. Other registered unions can 
take up individual grievances with the Management whereas the 
grievances problems of a general nature are to be discussed with the 
recongnised union only. Apart from these registered trade unions 
there are a large number of Associations also functioning in HEC 
which are mostly based on trades. 
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HEC Management have taken note of the suggestion of the Com-
mittee in regard to participation of labour in Management and 
settlement of disputes. Works Committees and Canteen Mana.ging 
Committees are functioning in the HEC plants. A ~uggestion 

scheme is also in force whereby suggestions from workers are called 
for and rewards are given for good suggestions. 

[Ministry of Steel and Mines, (Department of Steel) C.M. No.2-211 

71G-HEP-I, Vol. III Dated 20-12-1972.] 



CHAPTER III 

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 
DESIRE TO PURPOSE, IN VIEW OF GOVERNMENT REPLIES 

Recommendation (Serial No.1) 

The Committee take a serious note that it took the Corporation 
and the Ministry almost ten years to finalise the capital estimates of 
the various projects of HEC. The estima.tes for Township and 
·common charges' are yet to be finalised by them. It is unfair to 
the Parliament and to the country to make them commit to a pro­
ject on a piecemeal basis from year to yea.r without giving a true 
and realistic picture of the final cost of the project. 

The Committee would like to strongly re-emphasise and reiterate 
what has been stated in the 51st Report of the Estimates Committee 
(1963-64) that the total commitments on such projects should be 
prepared as realistically as possible in the beginning and should be 
available to Government and Parliament before a project is approv­
ed, so that there is proper and effective control on the finances of 
the Company. The Committee recommend that all the procedural 
delays should be investigated and responsibility fixed for the various 
lapses which have caused the delay in the sanction of the esti­
mates. (Pa.ras 2.13 and 2.14) 

Revised. Reply of Government 

The matter has been examined thoroughly and the position with 
regard to the sanction of estimates for the HEC Plants, Township 
and 'common charges' is given below:-

{i) HEe PI~nt8: 

Government sanctions to the estimates of the three pla.nts were 
issued on the follOWing dates:-

Founiry Forge Plants 

Heavy Machine Building Planta 

Heavy Machine Tool Plant 

16-5-68 

9-4-70 

18-6-69 

It cannot be gainsaid that considerable time was taken in finalisa­
tion of the estimates after they were originally received from the 
HEC. This resulted from the need to carefully scrutinise the 
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various items included in the cost estimates with a view to determine 
their reasonableness. In order to keep down the estimates to the 
minimum possible, clarifications had to be sought from the Corpora­
tion on several occasions. In view of the magnitude of the cost. 
estimates, the need to consult HEC from time to time, the complex 
nature of the estimates, and the fact that this was the first project of 
its kind in the public sector, and the DPR was not complete in all 
respects, some time lag between receipt of the estimates and the 
final approval was unavoidable. 

'. (ii) Twonship: 

The main reason for the delay in the finalisation of the project 
· cost estimates for the townshi{) 'has been the time taken in finalisa­
tion of the amount of compensation to be paid for the lands acqUired 
by the Government of Bihar on behalf of the HEC. Another factor 

· which contributed to the delay in finalization of estimates was the 
· divergent views in :cespect to the number of quarters which needed 
to be constructed· and the facilities which needed to be provided. It 
will be appreciated that the number (!)f 'quarters to be constructed 
was subject to the construction of houses under the Industrial Hous­
ing Scheme, setting up of the Industrial Co-operation Society and 
the development of the RanchiTown. 10,747 quarters had already 
been constructed by the HEC by the end of 1967-68. The manage­
ment put up a proposal for the construction of 3,000 additional quar­
ters to the Board of Directors. However, the, Board of Directors, with 
a view to ecanocy, felt that only 300 additional quarters need be 
constructed and wanted the matter to be re-examined. 

A Cooperative Housin~ciety was approved on 7-2-1972 which 
will undertake construction of over 300 quarters. The Corporation 
would now be constructing additional 800 quarters. Provision of 

. facilities including a hospital, market centres, etc., has also been 
approved by the HEC. 

(iii) Common Charges 

The Government sanction to the estimates for common charges' 
was issuea on 12-2-1973. The estimates had been received on 27-12-
1971. Considering the fact that certain cla.rifications had to be ob­
tained from the HEC with regard to the scope of items included in 
the common charges and the estimates had then to be processed, 
there has been no appreciable dela.y in the sanctioning of the esti­
mates. 
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The delay in according approval to estimates for the plants re­
sulted from the factors enumerated above. I,n the circumstances, 
it would be appreciated that responsibility for the delay cannot be 
pinpointed on any individual or group of individuals. 

[Ministry of Heavy Industry O.M. No. 2-21j71J-HEP-! Dated 4-12-73] 

Recommendation (Serial No.5) 

The Committee feel that the delay in the erection and commis­
sioning of the project has considerably lengthened the gestation 
period of HEC resulting in considerable loss in prodUction. The 
cost of construction went up as a result of delays. The rate of build 
up of production capacity in the Hea,vy Machine Building plant and 
Heavy Machine Tools plant and also the production in FFP had 
been affected due to delay in the erection and commissioning of the 
Foundry Forge Plant. Forgings and Castings worth abuut Rs. 3.5 
crores had to be procured from other sources including imports as, 
a result of delay in the commissioning of this Plant. The Secretary 
of the Ministry admitted during evidence that "the delay in com­
pleting the project certainly affects the return on capital as well as 
the cost of production of the items which are manufactured in the 
project." It also result in loss of efficiency and profitability. The 
Secretary of the Ministry further admitted that they could gather 
the information with regard to commissioning through periodical re­
ports on the progress of construction and through quarterly financial 
reviews. The Committee regret that although the information about 
delay came to the Ministry through these reports, they did not take 
any effective action. 

The Committee take a serious note that neither the Corporation 
nor the Ministry have assessed the total loss suffered by the Corpora­
tion as a result of delays in the erection and commissioning of the 
Plant. Inadequate initial soil investigation, delays in securing steel, 
working drawings and other material, etc. have resulted in delays. 
In 'the circumstances, therefore, it is important to find out as to what 
extent the delay was avoidable and to ascertain as to the precise 
causes responsible for not taking timely action. The Committee re­
commend that the MinistryjUndertaking should assess the total 
loss incurred by the Co~poration as a result of delays and the extent 
to which delay could have been avoided. Such a detailed and 

'scientific study will help In avoiding the pitfalls in the future. 
(Paras 4.16 to 4.18) 
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Reply of Government 

From available records, it has not been found possible to separate 
the loss due to delays in construction from the loss due to other 
causes, such as low productivity, lack of orders, non-utilisation of 
equipment etc. although it is admitted that delay in construction 
had resulted in slow build-up of over-all capacity utilisation. On 
an overall basis, it may be mentioned that upto 31st March, 1972, 
the HEe ha·d supplied equipment and other items worth Rs. 93.3 
crores to outside customers. The HEC incurred a loss of Rs. 89.19 
crores till this da.te. The year-wise break-up of the loss is given 
below:-

Upto 1967-68 
For the year 1968-69 

1 96!}-70 

(Rs. in crores) 

Rs. 
36'07 
14'66 

18'18 

1970-71 14'43 

1971-72 35' 85 
(provisional) 

Rs. 89' 19 

-Includes a credit of Ra. 3' 8 
crores in respect of prior period 
adjustment. 

[Ministry of Steel & Mines (Department of Steel O.M. No. 2-21170-
HEP-I, Vol III Dated 20-12-72] 

Further Information Called for by the Committee .. 

The Committee had recommended that "the Ministry I Under­
taking should assess the total loss incurred by the Corporation as 
a result of delays and the extent to which dela.y could have been 
avoided. Such a detailed and scientific study will help in avoiding 
the pitfalls in the future." 

In reply to this recommendation, it has been stated that "it has 
not been found possible to separate, the loss due to delays)n cons­
truction from the loss due to other causes." It has not been stated 
as to what extent the delay could have been avoided and whether any 
detailed study has be.en made in this regard? Please furnish your 
comments in regard to points noted above. 

[Lok Sabha Secretaria.t O.M. N. 24-PUj72 dt. 29-12-72] 

Reply of Government 

The primary Hason for delay in the construction schedule of 
Heavy Engineering Corporation was the necessity to have extra 
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pile foundation for the Foundry Forge Plant. The necessity to have 
extra, pile foundation had arisen on account of poor soil conditions 
in the area. This· factor was beyond the control of the HEC's 
management. As such the delay involved was unavoidable. 

No study has, however, been undertaken with regard to the loss 
incurred by the Heavy Engineering Corporation as a result of the 
de~ays in the completion of the construction work. 

[Ministry of Heavy Industry O.M. No. 27-121172-HEP-I dated 3.3.73] 

Recommendation (Serial No. 12) 

The Committee find that although 3,415 m. tons of structurals 
were got fabricated from private firms at the cost of Rs. 11.79 lakhs 
:m the plpa that Heavy Machine Building Plant was not in a posi­
tion to deliver the building structurals to the HMTP and FFP by 
the stipulated time; actually there was time gap of about 6 months 
between the delivery and consumption of the structurals in the 
initial stages of erection. 

The Committee further note that whereas the manufacturing 
work order for a quantity Qf 2,290 M tons of structurals for the 6th 
Blast Furnace Complex, Bhilai, was opened in April, 1965, without 
calling for tenders on the plea of urgency there had been a delay in 
the fabrication of structurals. 

It appears to the Committee that the plea of urgency for off­
loading the work of structurals can hardly hold good in all cases. 
It would have obviously been in the interest of Corporation to 
examine each case more thoroughly with reference to its own 
capability and the realistic delivery schedule for each work so as to 
undertake the fabrication to the maximum possible extent in the 
Corporation itself. 

The Committee are at a loss to understand why the Corporation 
kept on off-loading fabrication of structurals even after commission­
ing of the new steel fabrication shop in November 1966 on the plea 
that they did not have adequate,Cranage facilities. The Committee 
have pointed out elsewhere in the Report that the HeavY Engineer­
ing Corpor~tion have an excess number of cranes and many of them 
are not being utilised at all. Even jf these existing cranes were not 
suitable for the work required, the Committee cannot understand 
why it was not found possible to arrange either for the indigenous 
manufacture of the requisite cranes or their import, in the interest 
of production. 
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The Committee are also concerned to note that a private firm is 
being allowed to do fabrication work within the premises of the 
Corporation by using the facilities made available to them by the 
Corporation. It is not clear, if a private party can at all be allowed 
to undertake such work within the premises of a public undertaking; 
the more pertinent question is as to why the Corporation could not 
put its own resources to use in fabricating job. 

The Committee would like Government to look into the matter 
immediately and inform them of the action taken within three 
months. 

(Paras 6.56 to 6.61) 

Reply of Government 

Off-loading of work is a common device to increase the overall 
output of work in any organisation. Off-loading becomes objec­
tionable when due to off-loading the concern which does the off­
loading becomes. underloaded or idle. 

The fact that structurals could not be erected for six months after 
delivery does not show that the decision to off-load was wrong. The 
delay in their utilisation in the Heavy Machine Tools Plant was due 
to lack of proper planning and coordination. 

Delays in fabrication have occurred even after the procedure in 
connection with the manufacturing work order for structurals for 
the sixth Blast Furnace complex at Bhilai was short-circuited. It 
is felt that if open tenders had been invited, there would have been 
further delays in the fabrication of structur.a1s. 

In regard to Para 6.59, it may be stated that the cranes in ques­
tion were already under manufacture in the Heavy Machine Build­
ing Plant and import of those cranes at a later stage would not have 
been desirable. 

As to why the HEC did not put its own resources to use in 
fabrication of structurals, it may be 8tated that the Corporations' 
own resources were already employed fully and the build up of 
additional resources by way of manpower supervision, etc. by the 
Corporation would have led to inordinate delays. Besides, as the 
work was brought to be of a temporary nature,it was considered 
desirable to permit a private contractor to use the open area and 
facilities available in the HEC for manufacture of structurals in 
order to augment the output. The Corporation would not have been 
'able to take on the manpower as well as to provide the facilities 
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necessary for undertaking this work without long delays. The 
Corporation would also have been saddled with the subsequent 
problem of absorbing additional hands on the close of the work. 

The present contract with the fabricators will be expiring in 
December, 1972. 

"[Ministry of Steel & Mines (Department of Steel), O.M. No. ~21/70-
,HEP. I Vol. III dated 28th July, 1972.] 

, Further Information Called for by the Committee 

(a) It has been stated that the Corporation would not have 
'been able to take on the manpower as well as to provide the facili­
ties necessary for undertaking this work without long delays. 

How is it that a private contractor could undertake the job and 
-execute the work in time utilising the premises of HEC, whereas 
with all the resources and supervision HEC could not do it? 

(b) Whether it has been thoroughly examined that the Corpora­
tion's own resources were fully utilised and whether the work could 
not be actually done by HEC mO.re economically and within the 
:stipulated time, 

(c) In regard to para 6.59 it has been stated that the cranes in 
question were already under manufacture in the Heavy Machine 
Building Plant. 

Please state why adequate crane facilities could not be provided 
-in time in order to avoid off-loading of structura1s? 

(d) When were the cranes actually manufactured in the Heavy 
Machine Building Plant? 

(e) Whether the Corporation continued off-loading of structurals 
-even after adequate crane facilities were available and if so, what 
.are the reasons therefor? 

[Lok Sabha S~cretariat, O.M. No. 24-PU /72 dt. 29-12-1972.] 

Reply of Govemment 

(a) As already pointed out in Government's reply to the recom­
mendation, it would -have taken considerable time for the Heavy 
En~neering Corporation to recruit the personnel for doing fabrica-
1ion work and put them into position. The procedures prescribed 

-Reply not vetted by Aud~t. 
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for recruitment of personnel by the Government -1Jndertakings are­
time consuming. Apart from this, as already explained in para 5 of 
the Government's reply, recruitment of personnel by the Heavy 
Engineering Corporation would have created difficulties with regard 
to permanent absorption of termination of services on the close ot 
the work, or these persons. 

(b) As explained' in para 5 of the Government's reply the Corpo­
ration resources were fully utilised and it would not have been 
possible for the Corporation to do the work economically and within 
the stipulated time. 

(c) The cranes in question were already under manufacture 1:,y 

the Heavy Machine Building Plant and under these circumstances 
adequate crainage facilities could not be provided the manufacture­
of cranes by the plant could not keep pace with the requirements. 

(d) Out of 11 cranes, 9 were installed during the period from 
1966-67 to 1970-71. The work on the remaining 2 cranes is nearing 
completion. 

(e) Off-loading of structures by the Heavy Engineering Corpora­
tion is now restricted to the ancillary industries only. No work is 
off-loaded to contractors within the premises of the HEC Plants. 

·[Ministry of Heavy Industry, O.M. No. 27-121/72.HEP-I dated 
10th April, 1973.] 

Recommendation (S. No. 16) 

The Committee are surprised and regret to note that upto March. 
1969, as many as 498 orders were cancelled in the Heavy Machine 
Building Plant. Cancellation had to be done as some orders were 
opened initially without firm orders from the parties or due to. 
inordinate delay in supplies or even for that matter due to a later 
decision to import additional equipment to meet the delivery target. 
All these indicate that the procedure in vogue for opening the work 
orders and their actual execution is not a rational one nor is there­
adequate planning, with the result that in the case of some orders 
taken up for Bokaro and Bhllai and expenditure of Rs. 5.82 lakhs 
incurred by the Corporation for conversion charges and overheads 
has been rendered infructuous. The Committee h~ve elsewhere 
deprecated the delay in the execution of orders by the Corporation 
and deseire that effective remedial action should be taken to have a 
realistic delivery schedule and adhere to it. 

The Committee failed to understand how manufacture of some 

-Reply not vetted by Audit. --



items was taken up without any firm orders resulting in infructuous. 
efforts and expenditure. . The Committee hope that effective action' 
would be taken to avoid the recurrence of such infructuous efforts. 

(Paras 6.104 to 6.105) 

Reply of Government 

It is correct that taking up the manufacture of certain items 
without firm orders might result in infructuous efforts and 
expenditure. 

2. Steps are being taken by HEC to introduce production plan­
ning and forecasting of deliveries on a scientific basis. This is 
designed to obviate the eventuality of cancellation of orders on 
account of delay in deliveries. 

3. It is not always possible to wait for formal orders before com­
mencing manufacture. Most of the customers of HEC are Govern­
ment Departments or Public Sector Undertakings. With a view to 
reduce the lead time for manufacture of certain items'in anticipation 
of formal orders from the customer preliminary work, such as, 
ordering raw-materials and bought out items, arranging design 
documentation, etc. is taken up. In case of dispute between HEC 
and other public .sector or Government organisations regarding 
prices, the procedure laid down by Government, viz. reference of 
the dispute to the Bureau of Public Enterprises is usually 
followed. 

4. While efforts are being made to ensure that firm orders are 
placed after prices have been settled, sometimes in order to reduce 
the lead time initiative of prelirnin8I:Y steps is unavoidable. Cases,. 
where action is taken by HIC' in antiCipation of formal orders, are 
always brought to the notice of the Board of Directors as well 8S 

the Government. 

-[Ministry of Steel & Mines (Department of Steel) O.M. No. 2-21170-
HEP-I, Vol. IlL] 

Recommendation (S. No. 18) 

The Committee regret to note that losslproftt incurred by the 
Corporation in respect of equipment supplied to Bokaro Steel Ltd. 
could not be ascertained on account of non-availability of the cost of 
production (in the case of equipment) and the souree of supply i.e, 

·Reply Dot vetted by Audit. 
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whether out of Plant's own production or out of the contractor's sup­
plies (in the case of structurals). The Committee recommend that 
tile management should work out the financial results of transac­
tions with Bokaro Steel Ltd. without any delay. 

The Committee further find that although Government have 
fixed the prices for supplies to Bokaro, but the prices payable in 
respect of quantities off-loaded to the Garden Reach Workshops Ltd., 
and Central Inland Water Transport Corporation Ltd., which are also 
Government of India Undertakings, have not been settled so far. 

The full financial implicatums of off-loading these equipment 
·cannot obviously be known till prices are finally settled. The Com­
mittee desired that the prices should be settled expeditiously by the 
Bureau of Public Enterprises to whom the case stands referred. 

The Committee are greatly concerned to note the inordinate 
-delay in settling prices for machinery and equipment to be sup­
plied by Public Undertakings to another Public Undertaking in the 
Government Sector. The Committee stress that the Ministry \ 
Bureau of Public Enterprises should evolve a well defined pro­
·cedure in order to eliminate delays that occur due to differences 
among the public sector undertakings regarding settlement of prices. 
Whenever two or more Government Undertakings cannot come to 
an agreement, they should avail of this procedure and have the 
matter decided without delay, so that the financial implications of 
each transaction become known in time to all concerned. (Paras 
06.134 to 6.137). 

Reply of Government 

The value of the order of Bokaro Steel Pant, for the first phase, 
is Rs. 102.89 crores. This figure was decided upon by the BPE. The 
break up of this is: 

(i) Rs. 102.35 crores for supply of 72,534 tonnes of equipment, 
and 26,467 tonnes of structurals by HMBP. 

(ii) Rs. 0.54 crores for supply of 19 machine tools by HMTP. 

The order was accepted in the year 1967-68. Subsequent to the 
acceptance of the order, the quantum of import content increased 
beyond what was originally anticipated. Similarly, the quantum of 
items to. be sub-contracted or oft-loaded to other agencies false 
went up, on account of the output of the plants not increasing at the 
.anticipated rate. 
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The sale value of production and supplies relating to BSL upto 
.31st March, 1972 works out to Rs. 66.68 crores. This has resulted in 
a loss of Rs. 18.18 crores, as per the following figures:-

HMBP-Sales value 

Cost of production 

HMTP-Sales value. 

Cost of pro:iuctJoo 

Loss 

FP-Proportionate los8 in respect of castinSS and forgiDSS supplied 
by PFP to HMBP and HMTP . • • . • 

TorAL Loss 

(Rs. creres) 
66'19 

76'52 

10'33 

0'49 

0'82 

18'18 

A major portion of off-loading was done on Mis. GRW, Calcutta. 
The question of price payable to Mis. GRW for their equipment was 
referred to the Bureau of Public Enterprises, who constituted a 
Committee to go into this matter. The Committee submitted their 
recommendations to the Government. The recommendations have 

, been accepted by the Government. The rates recommended by the 
BPE have, been taken into consideration by the HEC for working 
·out the financial results indicated above. 

The question of settlement of prices regarding equipment oft'­
loaded on Central Inland Water Transport Corporation Ltd. is under 
-consideration. 

For supplies to Bokaro the prices fixed by the Government were 
'On a notional basis. In respect to mechanical items one rate was 
fixed for competitive items and another for non-competitive items. 
In respect to structural items the distinction in the rates was for 
technological structurals and other structural items. However, the 
.actual cost of production of items of eqUipment supplied by HEC is 
higher than the price fixed by BPE. This varies according to the 
complexity, quantum of import content, purchase prices of materials, 
.etc. 

The Bureau of Public Enterprises have evolved a procedure under 
which if there is a difterence of opinion between two Public Sector 
Undertakings about pricing, the matter has to be referred to the Bur­
eau for a decision. It was under this p~ocedure that the case relat-
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ing to pricing of items of Bokaro order off loaded by the HEC on 
Mis. GRW was referred to the Bureau. 

·I:Ministry of Steel & Mines, Department of Steel O.M. No. 2-21 170 
HPE-I, Vol. III Dated 20-12-1972} 

Further Information Called for by the Committee 

(a) What are the reasons for delay in the settlement of prices re­
garding equipment off-loaded in Central Inland Water Transport 
Corporation Ltd? 

(b) Whether the procedure evolved by the Bureau of Public 
Enterprises to avoid delays has not been applied in this case? 

(c) What is the present position regarding the settlement of 
prices? 

(d) It has been stated that the actual cost of prodUction of items 
of equipment supplied by HEC to' BSL is higher than the price fixed 
by BPE. 

What steps have been taken to' remedy this situatien? Have the 
pricing policies been rectified? 

[Lek Sabha Secretariat O.M. NO'. 24-PU/72, dt. 29-12-72] 

Reply of Government 

(a) As the quantum of equipment off-leaded on the Central In­
land and Water Transport Cbrporation "Was much less than that off­
leaded en Garden Reach Werksheps Ltd. a settlement of price for the 
quantity supplied by Central Inland Water Transport Cerporation 
had to await ftnalisation ef price in respect ef supplies made by the 
Garden Reach Workshops Ltd. 

(b) The procedure evolved by the Bureau for settlement of prices 
in such case was followed in making a reference to' the Bureau in 
the case supplies made by Garden Reach W O'rkshO'Ps. 

(c) The Prices are being negotiated by the Heavy Engineering 
Corperatien with Central Inland Water Transport Corporation with 
a view to early finalisation. 

(d) The actual cost of productiO'n of the ite1'D9 of equipment to 
be supplied by HEC to Botaro Steel Ltd. is higher than the prices 
fixed by the Bureau of Public Enterptises primarfly for the reason 

-Reply not vetted by Audit. 
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that the HEC's current production is considerably lower than the 
rated capacities of HEC Plants. A number of steps (enumerated on 
G~vt.'s reply to recommendation No. 38) have been taken by the HEC 
wlth a view to raising production, as a result of which the cost of 
production should come down. 

,T?e pricing policy of HEC is under constant review by the Board 
'of DIrectors of the Company. While every effort is being made to 
keep the price of equipment within the landed cost for similar im­
ported equipment, the Board of Directors have decided that the man­
agement could accept orders even if the direct material and labour 
costs and 50 per cent of the overheads are covered. For accepting 
orders which cover leS'S than 50 per cent of the overheads, the spec­
ific approval of the Board of Directors would be required. 

*[Ministry of Heavy Industry, O.M. No. 27-121/72-HEP-I dated 
10-4-73] 

Recommendation No. 20 

The Committee are surprised to find that a sum of Rs. 286.33 lakhs 
has been paid to Bokaro Steel Limited in respect of design documen­
tation without even ascertaining whether the cost is payable at all. 
The Cbmmittee also find that out of the total sum of Rs. 286.33 lakhs 
debited to the account of the Corporation for the receipt of design 
documentation from the Bokaro Steel Ltd., a total expenditure of 
Rs. 122.94 lakhs was incurred for design documentation which were 
.either already in possession of the Corporation or which were not at 
-all utilised as components I completing equipments for which the des­
ign documentations were meant, were actually imported from Russia. 
The Committee are of the opinion that the loss incurred by the Cor­
poration on the procurement of. design documentations was due to 
lack of adequate coordination between the Bokaro Steel Ltd. and 
Heavy' Engineering Corporatron Limited. 

The Committee feel that the Bokaro Steel Limited went in for 
-the import of design documentations without finding out whether 
or not these were available with the HEC and as they could not get 
out of the commitments, the design documentations imported by them 
were thrust upon HEC. The justification given by the Management 
that the new drawings will be useful for futu,re expansion appears 

10 be an after-thought. 

3. The Committee would like Government to probe into the matter 
in order to find out the extent to which the import of design docu-
---- -----.- ----- -- .... ---.. 

-Reply not vetted by Audit. 
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ments for which large amounts have been paid, was avoidable and 
has proved infructuous. The Committee recommend that Govern­
ment should take steps tu avoid such losses in future. The Commit­
tee would also like Government to issue detailed instruction to Pub­
lic Undertakings in the light of this experience so that no omnibus 
commitment in respect of design documents is entered into which 
obliges an undertaking to' import design and drawings irrespective of 
their need. The Committee would Uke to be informed of the action 
taken within three months. (Paras 6. 161 to 6.163) 

Reply of Government 

Discussions between Bokaro Steel Limited and Heavy Engine­
ering C'orporation in regard to import of design documentation 
started in March 1966 and the contract between Bokaro Steel Lim­
ited and Mis. Tiajpromexport was signed on 23.1.1967. During this 
period the Heavy Engineering Corporation had been kept advised 
of the various developments with regard to the proposal for import 
of design documentations by Bokaro Steel Limited. The Bokaro 
Steel Limited informed the Heavy Engineering Oorporation on 
31.8.1966 that the cost of the drawings and design documentations to 
be paid by Bokaro Steel Limited to Mis. Tiajpromexport will have to 
be reimbursed to Bokaro Steel Limited by Heavy Engineering Cor­
poration. This is substantiated by the minutes of the meeting held 
on 7-9-1967 at Ranchi which was attended by the representatives of 
the Department of Iron and Steel, Bokaro Steel Limited and Heavy 
Engineering Corporation. The relevant extract of the min­
utes is reproduced below: 

"Regarding charges for the drawings which are being supplied 
by the Bokaro Steel, it was agreed that the price would be 
paid by HEC to Bokaro Steel Limited." 

It may be mentioned in this connection that the fact the HEC 
had paid for the designs to Bokaro Steel Limited had been taken in­
to consideration by BPE when fixing prices for the equipments sup­
lied to Bokaro Steel Limited. 

During. the course of discussions between Heavy Engineering 
Corporation Limited and Bokaro Steel Limited prior to the signing 
of the contract on 23.1.1967, the Heavy Engineering Corporation 
pointed out to Bokaro Steel Limited that in respect of 9,000 tonnes 
of equipment, Heavy Engineering Corporation did not need drawings. 
This position was brought to the notice of Mis. Tiajpromexport by' 
Bokaro Steel Limited. The advice of the Mis. Tiajpromexport. how-
ever, was: 
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(a) for about 2,700 tonnes of equipment, the Heavy Engine­
ering Corporation could go ahead with the drawings avail­
able with them; 

(b) for 6,000 tonnes of equipment, the drawings in possession 
of HEC were old in design and required incorporation of 
the latest technological developments and modifications 
and consequently it would not be advisable to work on 
the basis of the drawings available with the Heavy Engi­
neering Corporation Limited. 

(c) In respect of drawings for 300 tonnes of eqUIpment, orders 
had43lready been placed in USSR and hence could not be 
cancelled. 

Import of the design documentation was resorted to after the 
position as indicated by HEC' and the advice given by Bokaro Steel 
Limited's consultants had been fully taken into account. 

The Import of the design documentation for a quantity of 
29,188,763 tonnes iff. equipment and components at a total cost of Rs. 
122.94 lakhs falls into two parts: 

(i) Documentation for a quantity of 13,760.163 tonnes of equip­
ment and components at a cost of Rs. 56.12 lakhs. 

(ii) Documentation for quantity of 15,428.60 tonnes of equip­
ment at a cost of Rs. 66.82 lakhs in respect of which the 
Heavy Engineering Corporation had the design documen­
tation already with them. 

The documentation relating to 13,760.163 tonnes of equipment 
consists of two parts: 

(a) drawings for 8,125.603 tonnes of eqUipment for which com­
ponents were imported and 

(b) drawings for 5,634.56 tonnes of equipment which was 
fully imported. 

As regards 8,125.603 tonnes of equipment for which both drawings 
and components/parts were imported, it is necessary to import the 
drawings for the complete equipments. as without these drawings the 
manufacture of other components and assembly work cannot be 
undertaken. In these circumstances, the expenditure on import of 
documentation relating to 8,125.603 tonnes of equipment was unavoid­
able. 



- 72 

As regards drawings for 5,634.56 tonnes of equipment which was 
imported, the position is that this equipment was originally proposed 
to be manufactured by HEC. However, at a later date, when it was 
found that HEC would not be in a position to keep to the schedule 
of deliveries to Bokaro, it was decided that this equipment should be 
imported. By that time, the documentations had already been rece­
ived. 

Normally specifications of documents obtained for equipment for 
Stage I of a Project are not changed for utilisation for Stage II. It 
may be mentioned that out of design documentation for 5,634.56 
tonnes of complete equipment obtained for Bokaro Stage I docu­
ment'S relating to 3,215 tonnes i.e. 57.1 per cent have already been 
used for supply of equipment for Bokaro Stage II. The documen­
tation relating to the remaining 2,419.56 tonnes for equipment is 
likely to be utilized in future. 

Regarding the import of design documentation for a quantity of 
15,428.60 tonnes of equipment, the position is that HEC was capable 
of supplying equipment (cranes) to its own desilfl for a total weight 
of 10,600 tonnes. After detailed technical scrutiny of HEC's offer, 
the Bokaro Steel Limited advised HEC that cranes weighing 8,873.41 
tonnes should be supplied as per Society designs already indicated 
by them. 

In regard to 6,556.19 tonnes of equipment (15,428.60 minus 8,873.41) 
the design available with the HEC were for equipment which was 
old in design. In the circumstances, the drawings available with 
Bokaro Steel Limited had to be used. 

The question of issuing. general instructions, on the subject as 
recommended in para 6.163 of the recommendations, has been con­
sidered by the Government. Instructions have been issued to all the 
Ministries and Departments of the Government of India by the 
Bureau of Public Enterprises vide their O.M. No. 313172-Pdn. d~ted. 
the 4th August, 1972. (Appendix X) 

.[Ministry of Heavy Industry No. 2-21170-HEP-I dated 28-2-1973] 

Recommenciation S. No. Z'> 
The Committee regret to note that the Corporation decided to 

manufacture vertical type continuous casting machiDes without any 

"Reply not vet'ed by Audit •. 
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{)rder in hand and without making any market survey to ascertain 
its demand. The Committee also note that the manufacture of this 
item was taken up when the expansion programme had not been 
finally decided upon and the programme had reached only concep-

tional or feasibility con'sideration stage. It is quite surprising that 
no order for any type of machine has been finalised so far. The con­
tract entered into with a foreign firm for obtaining technical know­
how and documentation, etc. had to be amended as it was decided 
later to manufacture only radial type continuous casting machine. 
Initial expenditu~e of Rs. 7.5 lakhs incurred for the vertical type of 
machine thus proved to be infructuous. 

All the cases discussed under the heading 'Defective Production 
Planning' indicate that the Corporation decided to undertake the 
manufacture of some of the major items without any proper plan­
ning. The ill planned production has resulted in considerable loss 
to the Cofporation. The Committee view with concern the lack of 
planning and undue haste in taking up manufacture operations and 
sinking large amounts without a proper market survey of potential 
~ustomers, resulting in blocked capital and losses to the Corporation. 

The Committee recommend that all such cases where manufacture 
{)f items had been taken up in anticipation of orders Or grossly in 
excess of orders in hand, shOUld be carefully investigated and res­
ponsibility fixed. The Committee suggest that Government should 
also issue suitable guidelines so as to avoid such lapses in future. 

(Paras 6.214 to 6.215) 
Reply of Govemment 

The decision to get the know-how for verticle type continuous 
~asting machine was taken by Heavy Engineering Corporation in 
1966. At the time of this decision, only the technology for vertical 
continuous casting machine had been fully established. The know­
how for radical and curvilinear type continuous casting machine had 
not been fully established. In 1966, 59 vertical machines were work­
ing in differents parts of the World as against 21 radical and curvi­
linear machines. HEe, therefore, decided to get the know-how for 
the vertical continuous casting machine. 

Subsequent technological developments established the superio­
rity of radical and curvilinear type continuous casting 
machine. The Management of HEC realised that in future the 
Tadial and curvilinear continuous casting machine would replace the 
vertical type; therefore, as a major producer of steel manufacturing 
equipment it should keep abreast with the latest technological deve­
lopments. In view of this, it was decided that HEe should acquire 

2836 LS--6. 
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the know-how for the radial and curvilinear type continuous casting 
machine. It will thus be clear that the management of HEC took 
a deliberate decision in 1966 to get the know-how for the vertical type 
continuous c8'Sting machine. Subsequent technological developments 
had established the superiority of radical and curvilinear type conti­
nuous casting machine. In view of these circumstances, Government 
feel that as the management of HEC had taken the decision in res­
pect of continuous casting machine in good faith and on the basis of 
information available with them in 1966 no individual responsibility 
can be fixed. It is therefore suggested for the consideration of the 
Committee that this matter may be treated as closed. 

However, HEC is now exercising greater caution in obtaining fore­
ign know-how. It is being ensured that no payment is made to the 
foreign collaborator unless firm orders are secured for those items for 
which the collaboration agreement had been entered into .• 

All cases regarding procurement of foreign technology are also 
being put up to the Board of Directors of the Company for decision. 

'" [Ministry of Steel & Mines (Department of Steel) O.M. No. 2-21170-
HEP--I, Vol. III, dated 22-12-19721 

Further Information Called For By The Committee 

Please furnish your comments to Paras 6.215 and 6.216 of the 
Report. 

[Lok Sabha Secretariat O.M. No. 24-PU!72 dt. 29-12-72J 

Reply of Government 

The main reasons for the HEC undertaking the manufacture of 
these items in anticipation of firm orders from customers were: 

(a) HEC had a very inadequate market survey organisation 
during the period from 1965 to 1968 with the result that 
full market intelligence was not available to the HEC. 

(b) Surplus capacities in the various shops of the HEC existed 
and the manufacture of these items was taken up with a 
view to utilising as much spare capacity as possible: 

------------------------ ---
"'Reply not vetted b)' audit, 
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Adequate care is , however, being taken by the HEC now re­
garding procurement of foreign technology and all cases involving 
such procurement are now put up to the Board of Directors of the 
Corporation for decision. 

·[Ministry of Heavy Industry O.~. No. 27-121172-HEP-I, dt. 3-3-73]. 

Recommendation (S. No. 27) 

The Committee find that the five auxiliary units constructed at the 
total cost of about Rs. 6 crores to cater to the needs of the-three plants 
of HEC remained under-utilised due to low level of production in the 
Foundary Forge Plant and Heavy Machine Building Plant. Acety­
lene Plant could be utilised only to the extent of only 15 per cent 
during 1969-70 and 1970-71. The Committee find that the service 
facilities in Auxiliary units have now been provided for full pro­
duction capacity. The Committee express the hope that with the 
increase in production in the three plants of HEC, the production ca­
pacity of the auxiliary units would also be fully utilised. (Paragraph 
6.239) 

Revised Reply of Govemmen~ 

Production capacity of the auxiliary units is being utilised to the 
extent of demands from various production shops. The utilisation 
is increasing with the increase in production in various shops. 

The extent of utilisation of capacities of five Auxiliary during 
1971-72 as compared with the previous year as well as production in 
the three units of the HEC during these years are given below. 

Auxiliary Unit 

----, 
I. Producer Gas in Joo rna 

2. Acetylene in rna 

3. Oxygen in rna. 

4. Compressed air in 1000 rn" 

S. Steam 

·Reply not vetted by audit. 
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Projuction Auxiliary Units of HEC 
in DPR 
CODSumption, 1970-71 1971-7% 

NM' 

3,11,338 2,3°,146 1,9S0983 

2,59,400 42,703 47,764 

IJ,14,ooo lo,S70488 13047.593 

1,01,370 87,H2 1,00,281 

2 Boilen 2 Bollen 2 BoUen 
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Production in three Units of RBC 

1970-71 1971-72 
(In tonnes) (in tonnes) 

----------
I. H.M.B.P. 
2. F.B.P. (Saleable) 
3. H.M.T.P. 

[Ministry of Heavy Industry O.M. No. 2..21170-HEP-I, dated 4-12-73]. 

Recommendation (Serial No. 28) 

The Committee regret to note that due to the delay in finalisation 
of the proposal for installing another compressor in the Oxygen Plant 
and thereby increasing its filling capacity the Corporation could 
not earn a revenue of Rs. 32,760 per month in 1968-69 and Rs. 13,722 
per month in the year 1969-70. The objective of the Committee in­
mentioning this instance is to impress that the Corporation should 
not loss any opportunity to increase its revenue and cut down losses. 
(Paragraph 6.244) 

Reply.of Government 

The Oxygen Plant of Foundary Forge Plant has been primarily 
installed to cater to the demand of oxygen for the HEC. The de­
tailed Project Report did not envisage sale of oxygen to out side 
parties and, as such, a cautious approach had to be made by the HEC 
so that any deviation from the Detailed Project Report did not to any 
harm in the long run. Possibilities of selling the surplus oxygen to 
outside parties have been explored since 1966. Unfortunately the 
prices offered by the outside parties were very low compared to 
HEC's cost of production. It was therefore after prolonged efforts 
,that it was possible to conclude contracts for sale of surplus oxygen. 

Due to lack of storage capacity and bottling facilities all the sur­
plus oxygen could not be bottled and sold out. Attempts made to 
obtain one additional filling compressor from indigenous sources 
were not fruitful. Action had, therefore, to be taken to import the 
equipment. An order has already been placed on an East German 
firm for supply of the equipment. An order has also been placed on 
Mis. Bharat Heavy Plates and Vessels for supply of two numbers of 
Pressure Storage Vessels for storing the surplus oxygen. Sale contracts 
already exist with outside firms for the sale of surplus oxygen. It is 
felt that with these arrangements, the sale of surplus oxygen to out­
side parties will go up. 
[Ministry of Steel and Mines, Deptt. of Steel No. O.M. 2-21,10-HEP-I, 

Vol. nl dt. 13-12-1972] 



77 

Recommendation (Serial No. 40) 

The Committee find that the Corporation purchased 5 cranes in 
1963 at a cost of Rs .. 32,230 each. 

The management claimed that 2 cranes were used for some time 
in the Heavy Machine Building Plant. No records were, however, 
shown to Audit regarding the utilisation of these two cranes. All 
the cranes are laying unutilised in the stores as there is not much 
use for them. What is more surprising is that after 8 years of pur­
chase of these cranes, the matter is still under investigation. 

The Committee suggest that the investigation should be completed 
without delay and they should be informed as to why cranes were 
purchased without making sure of their utility to the Corporation. 
The Committee would also like the Corporation to intimate after 
investigation, whether any of the cranes is defective and, if so, fix 
responsibility for not detecting the same at the time of inspection 
and payment (Paragraph 8.26 and 8.27) 

Reply of Government 

The case has been investigated by the Heavy Engineering Cor­
poration. 

The facts of the case and the findings are as under: 

The proposal for purchase of these cranes was initiated by the 
then Chief Controller of Stores and Purchase for material handling 
in the Stores Department. It was approved by the then General 
Manager of the Heavy Machine Building Plant and also by the then 
Director (Construction) of the Heavy Engineering Corporation. 

The cranes are not defective. They were in conformity with the 
speciftcation~indicated in the offer made by the Supplier. The ques­
tion of their rejection at the time of inspection did not, therefore, 
arise. Nor did HEC in'receiving these cranes accept any sub-stand­
ard equipment. 

The cranes could not be utilised with advantage in a lage manu­
facturing unit "like the BEC. In fact, these cranes are ~ very useful 
equipment for utilisation in small garages and workshops The main 
drawback in this type of crane is that it requires motive power to move 
it from one place to another. This aspect apparently did not receive 
due consideration at the th~e of Initiating the proposal. 

The investigation into the cue does ~ot reveal any tn414Jtde inten-
tion on the part of any officer. The Director (CoDltruetloD) and the 
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General Manager, HBMP, who approved of this proposal, are no 
longer in service. It is, thefefore, felt that it is not possible to take 
action against either of these officers. 

Two of these cranes were notified to the BPE and public sector 
undertakings by the HEC on 31-3-1971 with a view to ascertaining 
whether these could be utilised by the Government Departmenti 
Public Sector Undertakings. A tender notice rega.rding their sale 
has false now been issued by the HEC. In respect of the remaining 
three cranes, the Survey Committee of the HEC is examining the 
matter with a view to determine how best they could be utilized I 
disposed. 

All purchases of capital items are now thoroughly screened by 
HEC before a decision for the purchase is taken. Therefore, the 
cases of the nature referred to by the Committee are not likely to 
occur in future. 

In view of the ex_nation given above, it is suggsted for con­
sideration of the Committtee that the case may be treated as closed. 

[Ministry of Steel & Mines, Deptt. of Steel O.M. No. 2-21/70-HEP-I, 
Vol. III Dated 28.12.72] 

Recommendation (Serial No. 41) 

The Committee find that the Corporation purchased 4 tower 
cranes at a total cost of Rs. 5.42 lakhs in 1962-68 merely on the advice 
of the collaborators, without finding out whether these could be used 
by the Indian erection contractors. Except for one or two cranes, 
which were put into operation after 5 years the remaining cranes had 
not been put to any use. The Committee deprecate that the cranes 
were not declared surplus to the requirement and no efforts were 
made to dispose them of as soon as it was known that these were no 
longer required. The Committee would like that the matter regard­
ing the unnecessary purchaae of cranes and the delay caused in 
their disposal should be Investigated and retlponsibillty fixed for such 
costly lapses. Reme<lial measures should also be taken to see that 
such lapses do not recur. 

The Committee would like Government/HEC to review the posit­
tion and take appropriate action for either pressing into service the 
cranes\disposing them to other pubUc undertakings who could put 
them ,to productive use. (paragraph 8.32). 
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Revised Reply of Government 

A Committee comprising the Chief Commercial Manager, Mate­
rials Manager, Controller of Finance and Accounts/HMBP was set 
up by the HEC to examine the case. After careful consideration the , 
Enquiry Committee came to the following conclusions: 

(a) The procurement of Cranes was a case of advance purchase 
for; ~ 

(i) Carrying out the work of a departmental nature; 

(ii) owning certain essential and costly equipment which, in 
the judgement of the technical officers of the Corporation, 
the contractors were not likely to possess; and 

(iii) occasionally loaning these equipment to the contractors 
in time of emergency on hire charge basis so as to keep 
up to the time schedule. 

(b) Amongst other construction equipment, the purchase of towner 
-cranes was based on a suggestion of the Soviet Experts and as per 
the Project Reports for HMBP and FFP at Ranchi and CMMP at 
Durgapur and after review of the requirements by the Project en­
gineers. The authorities who decided the purchase of these cranes 
in 159 did not have an opportunity to consult the erection contractors, 
as the purchase was arranged much in advance of awarding the 
:construction work of the factory buildings. 

(c) In view of the situation as explained above, the Enquiry Com­
mittee are of the view that though there was an error of judgement 
with regard to the type of equipment purchased. There was no 
mala fide intention on any officer's part nor any carelessness with re­
gard to the purchase of the towner cranes. 

The above findings of the Enquiry Committee have been accepted 
by the HEC management. 

Out of the 4 cranes one had already been put in use In the Heavy 
"Machine Building PI~t as indicated in the Recommendation itself. 
'Out of the remaining three, the sale of two cranes is under negotia­
tions with Bharat Heavy Electricals Ltd. Ttruchi. The sale of the 
third crane is under negotiation with Hindustan Housing Factory, 
New Delhi. J " 
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In view of the findings of the Enquiry Committee, it is suggested 
for the consideration of the Committee on Public Undertakings that 
the case may be treated as closed. 

·[Ministry of Heavy Industry O.M. No. 2-21!70-HEP-I, Vol. IV 
Dated 2-7-73.1 

Recommendation (Serial No. 42) 

The Committee find that the Corporation purchased two used 
cranes at a total cost of Rs. 1.67 lakhs. The cranes were used after 
necessary overhauling for 1063 hours and 300 hours, only as against 
their available life of 1900 hours and 9676 hours respectively. The 
Committee note that the cranes could not be brought into use even 
after extensive repairs and had to be disposed of ultimately at a 

loss of Rs. 16,800.00. The Committee felt that the matter regarding 

purchase of used cranes needs a further probe with a view to fixing 
responsibility. (Paragraph 8.35). 

Reply of the Government 

This case was examined by an Enquiry Committee compnsmg 
Chief Commercial Manager, Materials Manager and Controller of 
Finance & AccountslHMBP set up by HEC. After thorough enquiry 
the Enquiry Committee have come to the following conclusions re­
garding the purchase of the two used cranes at a cost of Rs. 1.67 
lakhs:-

(a) One 20 ton capacity Crawler Mounted Crane and another 
5 Ton Truch Mounted crane were purchased by the Heavy 
Engineering Corporation in 1961 in order to meet HEC's 
immediate needs for lifting the plant and equipment ar­
riving from abroad and storing them in suitable godowns. 

(b) This was necessary in view of the fact, that the construc­
tion equipment which the Corporation had contracted fot'" 
supply fr.om the USSR was to take quite some time to 
come, and since other plant and e-quipment had started 
arrtVing in large quantities;' the Corporation could not af-

1 ford to waste any time in acquiring some mobile cranes 
for lifting purposes. . 

.Reply not vetted by Audit. 
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(c) Keeping in view this pressing urgency, and as the require. 
ment was for a limited duration a decision was. taken to 
obtain on loan, the two cranes, in question from BSP, 
knowing. fully well in advance that there were inherent 
troubles with these cranes, that their performance had not 
been quite satisfactory and also that complete trials of 
these cranes could not be taken at the time of inspection 
as the cranes had not been in use for a long period. As 
would appear from the inspection report of S.E. (Mech.) t 
HMBP the cranes were not defective but required certain 
repairs to be carried before putting them in use, as is 
common with used equipment. 

(d) As the Management of Bhilai Steel Plant was not prepar· 
ed to give these cranes on loan, there was no other alter· 
native left but to purchase these cranes out-right. 

(e) It was envisaged at the time of purchase that these used 
cranes of Bhilai were to be put to use in HEC for a few 
months only until the lifting tackle ordered from USSR 
arrived. They were not meant to be used for the balance, 
life of these cranes, and as such a calculated decision ap· 
pears to have been taken not to spend more money in 
overhauling these cranes, but to dispose them of when 
these were no longer required. 

(f) In view of the circumstances as explained above, since the 
cranes were meant for limited USe to tide over the HEC's 
immediate requirements for material handling equipment 
and the cranes performed this limited task, no one can be 
held responsible for any lapse. Moreover, the l()ss incurred 
as a result of the. sale of thes~ cranes is Rs. 16,800 only, 
and with reference to the purchase price of the 
cranes, viz. Rs. 1.67 lakhs workes out to about 10 per cent 
only, which is negligible. The HEe management have 
accepted the findings of the enquiry Committee. 

In view of the position brought about, It Is suggested for the con­
sideration of the Committee on Public Undertaktngs that the case 

, may be treated as closed. 

-[Ministry. of HeaVy Industry O.M. No:' 2;;;21!70-HEP-r, Vol. IV 
:Dated 2--7-73.1 

-Reply not vetted by Audit. 
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Recommendation (Serial No. 43) 

The Committee find that the Corporation purchased 67 one ton 
:pillar type jib cranes during January, 1965 to February '66 at a cost 
of Rs. 8.36 lakhs even though a defect in design was noticed when 
the drawings were approved in 1964. The Committee have now been 
informed that necessary modification will now be carried out with 
the help of 'Taper Roller Bearings' which are being imported from 
USSR and the Cranes will be put to use in about two months time 
after receipt of the bearings. 

The Committee considered that the delay caused in carrying out 
necessary modification in the Cranes is hardly justified. The Com­
mittee desire that the matter regarding purchase of defective cranes 
in advance of actual requirement and for not carrying out the modi­
'fications within a reasonable limit of time resulting in blocking of 
.capital and loss of interest thereon need further examination with 
a view to fix responsibility for the lapses, if any. (Paragraph 8.46 
·and 8.47). 

Reply of Government 

The case was examined by an Enquiry Committee set up by Heavy 
Engineering Corporation comprising the Managing Director, the 
'Materials Manager and Special Officer (Inventory Control). 

The Enquiry Committee have come to the conclusion that the 
assessment of the Cranes as made by the then Deputy Project officer 
was in accordance with the recommendations of Mis. Prommash­
.export, the Soviet Collaborators, and was approved by the Manage­
ment. The cranes formed a part of the plant and equipment required 
for the Heavy Machine Building Plant as pointed above, 
were as per the Detailed Project Report prepared by the HEC's 
S~viet Collaborators. Action to procure the cranes was, therefore, in 
.conformity with the Detailed Project Report. 

Certain defects were noticed in the design of the Cranes in August, 
1.964 and it appeared that these defects could be overcome by provid­
ing suflicient lubrication in the bearings and CI blocks of the cranes . 
.It was subsequently felt that certain modiftcation would have to be 
made to the cranes. 

15 of these cranes have already been put to use. 5 more are under 
·modtftcation. The remaining Cranes will be modified on receipt of 
imported bearings from the USSR and put to use. The bearings are 
awatted. BEC is expediting the despatch of these bearing from the 
USSR. I ,. 11' T"-'YI 
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The Enquiry Committee was of the opinion that since the action 
taken to procure jib cranes was in conformity with the Detailed 
Project Report and the assessment of the Cranes was in accordance 
with the recommendations of Mis. Prommashexport, no responsibility 
c9uld be fixed on any officer of the HEC. It is therefore, suggested 
for consideration of the Committee on Public Undertakings that the 
case may be treated as closed. 

*[Ministry of Steel and Mines, Department of Steel O.M. No. 
2-21170-HEP-I, Vol. III Dated 6th Jan.73.1 

Recommendation (Serial No. 44) 

The Committee are surpriSed to note that the Corporation pur­
chased 2 numbers of 5 ton winches and 6 numbers of 3 ton winches 
in 1964 although 21 numbers of 5 ton winches and 13 numbers of 3 
ton winches were already in stock, and. were lying unutilised since 
August 1962. In addition, the Corporation purchased 2 numbers of 

8 ton winches during 1963 and 1964. As on date, there are in all 25 
winches in stock. Although the winches were purchased as far back as 
in 1962, 1963 and 1964, an enquiry Committee has been appointed only 
recently to investigate in detail about the unnecessary purchase of 
winches and it is still to submit the report. The Committee would 
like to he iJ3formed about the findings of the investigating Committee. 
T~ey would also like to be furnished with a statement indicating the 
period for which each of the winches was lying unutilisetl and what 
had been the estimated loss on account of such an ill-planned 

purchase. (Para 8.55). . 

Reply of Government 

The case regarding purchase of winches has been carefully exa­
mined by an Enquiry Committee compriSing the Managing Director. 
Materials Manager and Special Officer (Inventory Control), HEC. 
The Committee in their Report have held the three omcers w. The 
Deputy Cheif Engineer (Mechanical), the Controller of Stores and 
Purchase and the Purchase Officer responsible for the purchase of 
winches. 

This matter was also referred to Central Bureau of Investigation, 
who after investigations, also held these ofllears responsible for the 
purchase. 

The case against the Deputy Chief Engineer (Mechanical) was 
however dropped on subsequent advice by the Central Bureau of 

-Reply not vetted by Audit. 
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Investigation. Proceedings were started by the Department of Sup­
ply against the Controller of Stores and Purchase, who was a dep­
utationist from the Directorate General of Supply and Disposal. He 
was, however, exonerated of the charges by the Department of .Sup­
ply. The Purchase Officer is no longer in the service of Heavy Eng­
ineering Corporation. He is working now in the Hindustan Aero­
nautics Ltd. and the matter has been referred to the Hindustan Aero­
nautics Ltd. for taking necessary action against him. 

The Committee in their report have also stated that suppliers c~n­
not be held responsible for the events leading to the purchase of 
winches. The Committee, therefore, recommend that:-

(i) two numbers of 5 ton winches may be taken on charge and 
payment released to the firm. 

(ii) action for disposal of the surplus electrical winches should 
bl:~ taken in hand immediately and efforts made to sell them 
at profit. 

Regarding the loss involved in the purchase of the winches, it 
may be stated that 9 numbers of 3 ton winches and 16 numbers of 
5 ton winches, which were received in 1965, have remained unutilised. 
The estimated loss due to locked up investment during the past 7 
years works out to Rs. 63,616 (at 7 per cent per annum). 

-[Ministry of Steel and Mines, Department of Steel, a.M. No. 2-21/70-
HEP-I dt. 25th January, 1973.] 

Recommendation (Serial No. 45) 

The Committee are intrigued to find that it has not been found 
possible to dispose of the surplus 13,024.02 meters of hose pipes even 
by public auction. This raises some doubts about the genuineness of 
the quality of the hose pipes purchased'. The Committee would there­
fore suggest that the entire transaction should be thoroughly 'investi­
gated to determine how such excessive purchase, far in excess of the 
requirements was made and whether the normal procedure of calling 
for tenders, placing of orders, inspection, purchase and careful storage 
was followed. Responsibility should be fixed for the lapses and re­
medial measures taken to ensure that it does not recur. 

The Conllmittee need hardly add that efforts should continue to 
be made to dispose of the balance surplus hOse pipes without delay­
(paras 8.62 and 8.63) . ----_. __ ._----

-Reply not vetted by Audit. 
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Reply of Government 

As suggested by the Committee, the purchase and disposal of hose 
pipes has been investigated by a Committee comprising the Chief 
Commercial Manager, the Materials Manager, and the Controller of 
Finance and Accounts, HMBP. The salient features of. the finding of 
the Committee are as follows:-

m In the absence of any reliable data of past consumption, an 
assessment of -requIrement of hose pipes was made purely 
on an ad hoc basis, and the indenting officer relied merely 
on the estimates furnished by the various departments 
and shops. As the Plant was in the initial stage of produc­
tion and as there was no past consumption data available, 
the different Departments and shops too estimated the 
requirements on a purely ad hoc basis. As there was no 
alternative to this approach in the prevailing circumstances 
then and in as much as no mala-fide intention has been 
established, it is considered that no responsibility can be 
fixed on any particular individual for an error of judge­
ment in making an assessment of requirements. 

(ii) The normal procurement procedures prescribed for calling 
of tenders, placing orders, inspection and storage were 
followed in this case. 

/ 

(iii) Out of 37,641.84 metres of Hose Pipe purchased originally, 
only a quantity of 4,327.70 metres is still in stock, the rest 
of the pipes have been disposed of. The quantity of 4,327.70 
tonnes is required by the HEC for future use. No further 
disposal action is therefore considered necessary. 

Under these circumstances, it is suggested for consideration of the 
Committee that the case may be treated as closed. 

-[Ministry of Steel & Mines Department of Steel, O.M. No.2-21170 
_HEP-I, Vol. III Dated 22-12-1972] 

Recommendation (Serial No. 46) 

The Committee find that the purchase of components (with oval 
covers for ladle cars) in anticipation of specific order resulted in an 
unnecessary accumulation of Capital to the extent of Rs. 68M6. The 
Committee have been informed that there is no propect of their util­
isation and it is proposed to dispose of these oval covers. 

-Reply not vetted by Audit. 
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The Committee also note that the Corporation had placed an order 
for 379 induction mtors, out of which 330 motors evalued at 
Rs. 5,14,197 were received. Order for 47 motors had to be cancelled 
after paying a compensation of Rs. 1900 to the suppliers as by that 
time balance quantity had already been received. 29 motors were sold 
to other Government undertakings 263 motors valued at Rs. 4,03,045. 
were lying in the stock. 

The Committee were informed that an Enquiry Committee was 
set up to find out the circumstances leading to the placing of orders 
for induction motors and also to consider the question of utili­
sation or disposal of the motors lying surplus in stock. In accordance 
with the measures suggested by the Enquiry Committee action was 
taken to approach other Public Undertakings including the Bokaro 
Steel, Garden Reach Workshops and Bharat Heavy Electricals Ltd. 
for the sale of the motors but without any re,Sult. An advertised 
tender was also issued towards the end of last year but the response 
has been poor. 

The Committee are of the opinion that undue haste was shown in 
placing the orders for induction motors without examining their 
actual requirements. 

The Committee, therefore suggest that the matter should be in­
vestigated further and responsibility for the lapses, if any, should be 
fixed, inter alia finding out the reasons for the non-disposal of the 
motors. (Paras 8.76 to 8.80) 

Revised Reply of the Government 

The case relating to the purchase of induction motors was exam­
ined by the Enquiry Committee comprising CCM, MM and CF AjH­
MBP set up by the HEC management. After careful consideration 
of the case, the Enquiry Committee came to the following conclusion: 

(1) As the cranes of 5 to 50 tonnes capacity were within the­
manufacture range of HMBP, a decisi()n was taken by 
the then management of HEC to undertake the manu­
facture of 120 Nos. of these cranes even though there 
were no confirmed orders for the same in the expectation 
that these cranes could be readily offered for sale against 
anticipated demand. 

(11) Keeping this fact in view the then Chairman HEC accepted 
at the first instance the advice of the CFAjHMBP that the 
motors to be procured for the cranes should be so phased 
that their delivery synchronised with the actual production 
programme. 



(iii) This decision was, however, changed by the then Chair­
man who ordered immediate procurement of all items so­
that the items could be kept in stock with a view for 
cranes to be delivered in the shortest possible time. This 
decision of the Chairman was contrary to the earlier de­
cision. The Enquiry Committee has not been able to deter­
mine the reasons for change in this decision particularly as 
the then Chairman is no longer in the service of the HEC. 

(b) The Enquiry Committee has found that while the delivery 
programme for the supply Of motors was 10 pie~es in 3 
months i.e. delivery to be over a period of 5 years, the del­
very schedule was changed by the then Purchase Officer 
to be at the rate of 40 pieces or more in 3 months and the 
entire supply completed by November, 1967. The Enquiry 
Committee has not been able to gather any evidence why 
the delivery was changed and under whose authority. 
Since the concerned officer is also no longer in the service 

of the HEC, the Enquiry Committee have not been able 
to gather any information at first hand. From the records 
it is also seen by the Enquiry Committee that even 
Audit were not able to secure this information at an ear-
lier stage. • ....... •••••• 

(c) The enquiry Committee is of the view that the then Chair­
man of the Corporation who had originally agreed to the 

phased delivery of the motors on 18-11-65 ordered subse­
quently in December, 1965 that procurement of all the items 

should be carried out immediately without co-relating the 
decision to this earlier order or the production programme. 

The facts of the case brought about also reveal that towards the 
end of November, 1966 a decision was taken by the Corporation to 
abandon the entire project and no't to go in for manufacture of 
cranes of 5 to 50 tonne capacity. From this it could be concluded 
that the then Chairman of the HEC did not follow consistent policy 
in this regard. 

The Enquiry Committee is also of the view that the then Purchaser 
Officer showed undue haste in changing the delivery schedule and 
authorising the supply in a year's time which should normally 
have been received in five years. Since the officer is no longer in· 
the service of the Corporation the Enquiry Committee did not have 
the benefit of evidence of this ofticer and as such have been const­
rained to come to the above conclusion without any cross 
examination. 
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All the surplus motors have either been disposed of or have been 
earmarked for utilisation. The above recommendations of the Enquiry 
Committee have been accepted by the HEC management. 

Since the Purchase Officer is no longer in the service of the Cor­
poration and since all the surplus motors have either been disposed 
of or earmarked for utilisation it is suggested for the consideration 
of the Committee on Public Undertakings that the case may be 
treated as closed. 

*[Ministry of Heavy Industry O.M. No. 2-21170-
-HEP-I, Vol. IV dated 2.7.73] 

Recommendation (Serial No. 47) 

The Committee find that in 1965 the Corporation purchased 4,846 
Kgs. of Manila Ropes valued at Rs. 18,173. Out of these 4500 Kgs. were 
rejected by an Inspecting Officer because of inferior quality. The Com­
mittee are surprised that the same inspecting Officer accepted the 
rejected ropes and recommended 80 per cent payment. The Commit­
tee are informed that the inspecting Officer did so on the basis of the 
recommendation of a Committee consisting of 3 Senior Officers who 
Were asked to inspect the material. The ropes were got tested in 
Government Alipore Test H01Jse in 1966 and found to be far below 
the required specifications and on this basis the same had been re­
jected by the same inspecting officer in August 1966 and the entire 
quantity is stated to be lying in stores. 

The Committee consider that neither the inspecting officer nor 
the Committee of 3 senior officers have acted with a full sense of res­
ponsibility and this resulted in an injudicious purchase of Manila 
Ropes which could not be disposed of. 

The Committe are constrair.ect to find how these ropes came to be 
later accepted And paid for and how thr sampJe Of the rope was not 
-sent promptly to the Government Alip')re Te'Jting Roucze. The Com­
mittee would like these aspects to be enquir -d into and respoll-
1libility fixed for the lapses. (Paras 8.87 to 8.8&) 

Revised . Reply of Government 

The caSe has been examined by an Enquiry Committee· com­
prising Chief Commercial Manager, Materials Manager & Controller 

----- --------------- -_.-----
-Reply not vetted by Audit. 
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<of Fnance & Acc,ountsIH~:SP,set up by the HEC .. : Th~ Enquiry Com­
mittee have come to t~e fol,lowing conc1usions:- ' 

(i) The InspeC'ting Officer recorded his opinion correctly while 
rejecting tpe ropes for the first time. On the second occ­
asion while provisionalJ.y accepting the ropes and autho­
rising 80 per cent payment he acted on the instru'Cf[ons 'of 
his sup!'U'ior .~Q!lQer,ped;offieer. . While rejecting the ropes 
for the third time he acted on the test results of the Na.:­
tional Test House, Alipore. The Enquiry Committee, thm-e­
.fore did not fuidamy Japse on the part of th~ InsPecting 
Officer. 'e .; .. ,'1, " , 

. '\ .: (ii) The pres~nt EnquirytlCofn~rft:eei ha·ve not been able to de-
~~ " termine the authority~t~)i' c~~~~~utea'. th~' Committee of 

the 3 senior Officers in 1965 buJ; are cimvjnce~ that such 
.- ..... r !' 

a .committee did carry o';l~. tR:'~ .. in~ctlon of the Manila 
Rot,>~M': although only one' 'riu~mber sIgned the Inspection 
:aep?}it. As the mat~ials w.;erc accepted provisionally 
and ap.~!:r cent paym~nt m.de on the basis of this Com­
mittee's advice, the Enquiry Committee hav«t come to the 
conclusion t~at ,th~ Committee of the seniot:,~jIic~rs .was ' 
-responslble for' authorising payment of 80 per .cel)t of ~he 

" '" value of the rope~). ~.on.e of the members of tliA G~ntlmit~ee 
has, pleaded complet~.lack of knowledge whether such a 
Committee of the senior' tifflcerS: was constituted at all; 
whether he was a member of the Committee, and whether 
he' p~rticipated in the 'j~ilJi' insp~ction. It i~ se~n:' f,~~m 
,the notes in the relevant file. that the c~ncerned G.M .. had 
st,Ibsequently ordered in Febrgary,. 1967. the reconvening 
of the previous Committee for suggesting the' course of 
action to be taken. after the N~tional Test House results, 
were made known. This' Member participated' in this 
Committee and ha~, also given cer:tain recomIl\endations 
on 21-2-1967 under, his signatures. 

(iii) The recommendations Gf the Senior Officers' Committee re­
garding provisional acceptance and release 'of 80 per cent 
paymentslrould have been submItted to 'th.r oompetent au­

, thority for his orders before at:ting on these' recommenda· 
tiOl1S. This does not seem ·to have been done . 

. liv;111e',ql,Jestion regardin!r tllJ ielay'in tb.e ~Spa~r;rl the 
, Samples of. ManJIS! ,'ROpes to theN:'t.H;' A],iR?fe 11811 Jready 

been investigated earlier by one man Committee consist ... 
ing of Shri G. Singh, Purchase Oftlcrer, cHMBP. 'HtstepOrt 

.~; says that the' delay in sending the Manila ropes for test 

2836 (all) L.S. ll-7-16-3-74. ~, 
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was on the part of the then Assistant Purchase Officer 
and the concerned Storekeeper. The Assistant Purchase­
Officer has left the services of the Corporation and the­
Storekeeper has since expired. No action can therefore be 
taken agatnst them in this regard. 

The management of the HEC have accepted thf! report of the­
Enquiry Committee with the following observations: 

UCollective responsibility of the three technical Officers for­
giving an injudicious decision may be deemed to have­
been established. In view of the fact that the case is an 
old one and as since then the officers have been woI1king" 
well and as no 1n41a.fide intentions have been provided or­
even hinted at, the ends of justice will be met by recording 
Management's displeasuretn writing to them." 

In view of the facts as stated above, it is recommended for the­
consideration of the Committee on Public Undertakings that the­
ease may be treated as closed. 

*[Ministry of Heavy Industry O.M. No. 2-21170' 
-HEP-I, Vol, IV Dated 2-7-73.1 

Recommendation (Serial No. SO) 

The Committee would also like the Corporation to analyse in 
detail the reasons which have led to the accrual of surplus stores of 
this high value. The Committee consider that if provisioning 'Of stores 
3s done on realistic and sound lines there should not arise occasions 
for such large quantities of stores to be having declared surplus re­
Bulting in Joss. The Committee would, therefore, like the Corporation 
to take necessary remed.ial measures to see that stores are ordered· 
and provisioned on rational basis to obviate such losses. (Para 8.119). 

Reply of Govemment 

The inveniory holdings of the HEC, as on 31-3-72, were to the­
tUDe of approximately Rs. 49 crores. Viewed against these inventory 
holdings, the value of surplus stores worth Rs. 25.91 lakhs is at about 
0.6 per cen t. The reported surplus stores mostly comprises Construc­
tion equiplIlent, Machinery Stores and condemned vehicles. All 

-Reply not vetted by Audft. 
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possible efforts are being made to dispose of these surplus stores 
either to other Government Undertakings/Departments or to Public 
through auctionltenders. 

* [Ministry of Steel & Mines Department of Steel, O.M. No.2-21170 
-HEP-I, Vol. III Dated 21-11-1972.] 

Recommendation (Serial No. 53) 

In their 14th Report on Heavy Engineering Corporation Ltd. 
(1967-68) the Committee on Public Undertakings (Fourth Lok Sabha) 
had suggested that it would be advantageous to have the General 
Managers on the Board of Directors. The Committee fall to under­
stand as to why the Government has not been able to come to any 
definite decision to have General Managers in the Board of Directors 
even after four years of presentation of the Report of the Parliamen­
tary Committee, on the one hand, it has been stated that it is not 
quite necessary to have the General Managers on the Board of Direc­
tors and on the other hand. the Committee are informed that 'the 
matter has not been considered yet'. 

The Committee reiterate their earlier recommendation and suggest 
that Government should consider this matter from the point of view 
of improving the functioning of the Corporation. The Committee 
would like the Goverru:oent to strengthen the Board of Directors by 
inclusion of knowledgeable, non-officials of standing to the extent 
of 50 per cent in the interest of better management of this premier 
national undertaking which is expected to play a vital role in sup­
plying machinery and equipment for the new steel plants and for 
the expansion of the existing ones. (Paras No. 10.5 & 10.6). 

Reply of Govemment 

Government feel that it is not quite necessary to include the 
General Managers of the three plants of Heavy Engineering Cor­
poration Ltd. (HEC) on the Board of Directors of the company. As 
th~ three plants and the Head Office of the HEC are located at the 
same place, it is possible for the Managing Director of the Company 
to keep in close· touch with the developments in all the three plants. 
Apart from the Managing Director, there are two other functional 
Directors on the Board of Directors viz. Director (Technical) and. 
Director (Finance). Director (Technical) is required to keep in touch. 
with production problems of all the three plants and to advise the 

*Reply not vetted by Audit. 
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Board of Directors on all technical and production problems. Direc­
tor (Fintl"!\ce) ~j~ r_equ~red to advise the Board on all 'financi~l mat­
ters relating to the' three plants. 

2. As al~ the three plants and the' Headquarters of Ileavy' Engl­
neering do~auon '4re' A1 the same pIQce'~nd as there are two other 
functional Directors on the Board apart from the ~anaging Director 
it Is felt that it is 'not'-ne&!ssary'to l:hEivilffi& ~~beral Managers of th~ 

.1.three plants !61\~i~e Board of Directors. .:. - ,A. 

..... 

i.~,:' l.I j,. I) ~ I~)":' f·l ... l ';.1.: ,'r"" 

3. The recommendation .regarding" appointment· of 'Suitable non­
officials ~1l Jhe :Boatd ,of Directors has been ,noted. Every effort is 
being m~~~ W lin~h{,e4'!t~wledgeable non~C'hils 'of standing in the 
Board of Di-rectors., '" 

t," .t\ I !'~.. ,," • ~ •. ~ I ••• , 1. ... , • 

[Mini~.~~~~.~~e~~~ ¥in~s}?e~at,tIWIJtt; of S~e~I".Q.M. No. 2-21/70 
- -HEP-I Vol. III Dated 21-11-1972,] 

. , ........ . , ',..'" ~ . 
, , 1,. I , .' i ,_ .. " 

,Recommendation (Serial No. 55) 
tl t.~'~-.! r. • • ... \.J _ • 

The Committee :t16te -that· agah'lst the 'requirement' of . 545; th"e're 
are as many as 653 officers in Foundry Forge Project and simfiarly 
in Heavy Machine Building Project there are as many as 861 as against 
the requirement-of 82!t.· The' Qommfttee - c6nslder that as neither 
the FO).1ndry Forge Project nor. the Heavy Machine Building Proj~ct 
'. ... , ,.. • I' ) .., .. I '., '. ~ • . .,," ~ .. . 

is anywhere near optirp.um ).1tilisati-on, there 's~ould have been no 
1''' ... ' ..... ~ ••. . • ..... , • • 

question of employ~ng officers ever) to the extent laid down in the 
organisation' M~nual, In fact the Commi,ttee ,would have. expeCt~d 

.... • \... ., ~ .• I. _ .,.. .-

that th~ appointmen.t of officers as well as staff and workers would 
..... , '\ -.... ... -, .. ... 

. t;>e s? ~h,a~~d .. q~t ~!o ~(n~~:~n,i,se. w,ith q,e progress of manufactur­
, ing operations. The C;Ornmlttee consider t~at if strict scrutiny had 
, been exercised' in th~ cal>~' o( apPoi:ntment of. officers, it would. bflve 

been ··ea~ier· to' enforce -the -same discipline in the case of appoint. 
ment of staff and wor~rs, 

.•. Anotbtlr· factor 1b which the Committee desire to invite special 
attention is the' extra-ordinary large number of staff which are 

1 empluyetl in the- H~adquartet'S of the organisaTiOn which incidenta11y 
~ tis· situated '1n the same place a~· the three WorkshOps. "The Com­

·rnitteelcan"'see little 'justiflClltion for having -as many ls 3~5 officers 
and nearly 3,000 supporting stat! for ~e~e~dquarte1.'s orga~isatipn. 

, Ae. C;Q.m.mi~tfi'e. ~ns1der. that in all those public undertakings which 
art eng? p,lO'd in manufacturing operations, the aecent should be on 



. . r·... :" I 

appointment of production'staff and reduce the burden of indirect 
workers and ofllcers. The _ Committee would, therefore, strohglY~ 
recommend that Government\HEC should critically exami~ the 
organisational set up in' the' Headquarters with a view to ie-organise 
it on functional li~es, and' effect maximum economy in officers and 
staff so as to act as a model organisation for them to folloW. 

, \ .• t~ . .' ... . • "'at ~,.. 'J.. ... .. ••• 

The Committ'e~ '~r~ g~eatly" concerned t9,)Ji~Q that in a key sector 
like design in Heavy Machine Building Plant, there is shortage of to 
the extent of 4364, as' only 19F offix:&-s'.i.1Neti in position as compared' 
tp, the sanctioned strength of .555. The· Committee ,are net ,able- ··tol , . 

appreciate why t!te,HEC\GQvernment have not paid attention to this 
?spect . in ,order, t~ get ,a~ m.~IlY p'er~onli. as ,~~c~~sar~ .. ~r.ain~~ eiJhe~: 
In IndIa or abroad so a~ to bec()me self~rehant, iPj thIS key secto17 •. 
The Committee would In~~, Heavy Engineering Corporation/Govern­
ment to .p:t:ep,are a, time \>O\l~ .programme for training of ofHeer~ in 
1;)esign and' other conriected wo'iIks' so 'As 'to attain self-reliance at 'the' 
earliest. 

-"'1 -..' .- ". - .' 
, The Committee are gre.ly con<:,e~!1_ed. ~ ~nd that ;t~~il!! •. :. t~~j 

utilisation of Founclty Forge Project and Heavy Ma:hine BUilding 
Project has only been to. ~eextent at 90 ,per' :ee!lnor less. The staft 
has been appointed in almost full strength. The Committee cannot 
too strongly stress ·that titere ;';hould be Proper planning in 1h~ matter' 
of employment of oftlcers and wOl1kers to ensure that they Bynchro-' 
nise "!Vith the phyacar and'actual progress made in establlshmg pro­
duction. '. I .' , ' 

p. •• ~ ., "..... ....1. , 
_. The Committee' would ' alSo like fo str~ss tHat ySl\Istickf ~forl 

employment"of'staff should :be evofved most carefully: rigH't in 'the' 
beginning so' that "-there is no question of later takitig th~ 'plea-ett:Iat' 
the staff in posi,tion' are' gTeatly in excess of 'requlreIiients srief 'theri-: 
fore it is not poSsible to get either opflrriuni' production or reSults;· ' 

. . ,..." , " • ,.,. \. ~ '. ~i. • 'r : ~ .....,. i 
The Committee also need hardly point out that incentive system 

of wages-' should' . be introduced right frOtil tbe'begirfutn-g' after'ihost 
careful study and inCOliSU1tation wtth the workers so that tbere is' 
in-built-incentive 'for inCreasing production ilhd emeie~. . 'J: • 

, . ~:: ,,-,~' . . •.. -. " 
The Committee attach great importance to the organisation of. 

training counes for \Vorkers and omeers at varn;us'leVeI.·so .s to, 
give them' a' feeling of acquiririg knowledge relevant .to l:fileirwaa:' . 
tion which 'would' qualify them. for promotion.':' .J '!.~ 

The Comm~tee also attach great importance to the orgarii~~li~~ 
of refresher courses So that the' knoViledgeof wotkers' il :kept up-to-
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date by exposing them to the latest developments and techniques ' 
of production. The Committee would stress that organisation of 
training course/refresher courses should receive special attention 
of the personnel Department as well as of top management so as to 
see that not only these courses are organised in a manner to best 
serve the interest of the industry but also to m~ke for enthusiastic 
and willing participation by workers and officers at all levels. 

(Paras 10.16 to 10.23) 

Reply of Govemment 

The requirement of staff of each department is being scrutinised 
by the Heavy Engineering Corporation by a process of sectionalisa­
tion. The staff who are found' surplus ina particular department 
are transferred to other departments. 

Manpower planning for future requirements has also been under­
taken with a view to determining the requirements. These would 
be met by imparting training to existing staff. 

The apparent excessive number of staff in the Headquarters in 
the organisation is because of the fact that many of the functions 
normally done by the indtvidual plants are actually centralised in 
the Headquarters for reasons of economy. The fact· that all the 
plants are located in the same place necessitates a certain amount 
of centralisation. The staff shown under Headquarters include not 
only the staff relating to Headquarters organisation proper but also 
the personnel who would normally from a part of individual plants 
If the plants were to be in different stations. Functions relating to 
Sales, Commercial matters, Materials Management,Planning, Fi­
nance, Management services, Recruit~ent and Personnel etc., are 
centralised with staff woriking both at Headquarters and at plants. 
If all these activities are completely decentralised, there might be 
a reduction in the staft of the Headquarters but there will be an 
Increase in the staff in the plants. 

The reduced strength tn the design office is consequent on a 
number of engineers leaving the Corporation for better jobs else­
where. Action has already been taken to recruit more engineers 

·lor the design offtce in a phased programme. 

As regards training requirements, there is a full fledged General 
Training Institute which imparts training to new entrants and organ­
Izes refreshers courses. The main areas of training covered by the 
Institute are:-

(a> TraiDlnl for technical workers. 
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(b) Refresher courses for chargemen. 

(c) Evening part-time course on foremanship and supervision 

(d) Training of workers under the Apprentice Act, 1961. 

(e) Training of engineer probationers. 

(f) Executive Development Training for officers and super­
visory staff in various tools and techniques of management. 

Apart from the above, HEC officers are also deputed to attend 
~ariotis courses on Management. Tools and Techniques organised 
by speCialised agencies. 

A survey has recently been conducted to assess the requirements 
of training of the .officers of HEC in Management skills. Manage­
ment Development Courses will be organised by the HEC in consul­
tation with the Management Training Institute of Hindustan Steel 
Ltd. 

IMinistry of Steel & Mines (Department of Steel) O. M. No. 2-21170-
HEP-I, Vol. III Dated 20.12.1972] 

Recommendation (Serial No. 57) 

The Committee are surprised to find that though the Corporation 
~ecided to relieve the Chief Security officer on the basis of adverse 
comments made by Mr. Justice B. Mukherjee in his Report on the 
second fire accident in HEC in January 1964, subsequently the Chief 
SeCurity officer was transferred to the stores organisation of the 
Foundary Forge Plant and the Mtnistry were not even informed 
about this change in the decision. The Committee on Public Under­
takings in their 14th Report on HEC Limited desired that the matter 
;should be examined by the Ministry and suitable action taken. The 
"Ministry have, however, held that it was within the competence of 
the Corporation to transfer the officer from one project to another. 

The Committee do not share the opinion of the Ministry in this 
Tegard. The Committee would like to invite the attenticn of the 
Government to the recommendationlobservation of the Ccm.fttee 
contained in para 125 of their 14th Report .on Heavy Engineering 
Corporation Ltd., where it was suggested that whenever special en­
quiry committees are set up by Government, the action taken on the 
()bservation/recommendation of such reports should be watch by 

.Reply nQt vetted by Audit. 
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'N\e Ministries concerned. tIn trepl:v to this recommendation,Govern­
ment have stated that "necessary instructions had been issued to the 
administrative Ministries/Departments as desired by the Com~ittee. 

.. . ...... : ... ~. . 
!' The Committee reiterate that it was highly improper on the part. 
of the Corporation to appoint the' Chief Security Officer as ContneUer­
~f Stor~s witpout informing the Qovernment (Paras 10.35 to 10.37). 

Reply ·of Government 

The officer concerlled has since retired fn;>m the service of the' 
Heavy ~gineering Corporation. Th~' recciin~endation ofth~ Com­
mitte'e luis beer1 noted for ~future guidence. ,.: 

[Ministry of Steel & Mines Department 'ofSte~lD.M."No. 2-21170-
'!', " " HEP-I, Vol. III Dated 21-11-1972.1 

Recommendation (Serial No. 58) 

The Committe find tpat the CorPoration' incurred a net loss of 
Rs. 75.88 lakhs in o;n~ '~e~r ,<1970-71) in running the township. The 
Committee feel that the loss in maintaining the township is rather 
on the high side and 'stt!ps. should be taken to reduce the loss by 
rai'sing. the- income on township, and adopting suitable measures to 
eft~ct, ~Qllomy co~tEtnll with,effici~nt ~ervice. '1;'he Committee share 
the views' of Audit that in maintenance of records for assessment 
w;td reCQvery of rent leave there is much ,scope for improvextlent. 
'l'.J'le .. ,CoInnlittee stress ,that 10S8 . due to lack Of maintenance of the 
;e'!ords and due to delay in the allotment of quarters, should be 
woided. ' ' ~ 

; The Committee find that in .1~70-71. the expenditure in runnin~ 
the hosp~tal'wa's :Rs. 88.56 lakhs_ This appears. to be on the high 
side. Th~ tCommitt:ee :%uid S\lggest, that the working of the hospital 
shoUld be got 'e~amlned'by expert' body with' a. view to effecting 
economy; where~~r pO~,sible 'c'onsistet:1t with maintenance of reliable 
medical and hospital assistance to the employees. (Paras 11.15 & U.16} . , . . ~, ' 

Reply of Government 

The main n!asons for the . loss i~curred in the: TownslUp are given. 
below:-

r (i) Rent iIi respeet of '1;~In:pororary, quarters occupie~ by wor­
. kers is charged at low rates i.e. only 5 per ~ent to 7 an.d 
, a 'half per' cent' of' the wages depending upon the category 

of an ~mployee, in terms of an' AgreementWitb the ReC'Og~ 
nised Labour Union .. 

(It) No wat~r charges are recovered from workers occupying 
A-type, B-type and Temporary Quarters. . 
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(iii) The rates for electricity supplied to HEC have been in­
creased by Bihar St!'lte Electricity Board. However, re­
covery from the employees cQuld not be made at higher. 
rates, pending negotiations with the Labour Unions. 

These are some of the_ fr.i.nge ~nefits' e~joyed by the workers: 
Any unilateral cl1ange to their disadvantages are likely 
to create labour :unrest. As these are sensitive areas, these 
have to be ta.~kled cautiously. ,~hese points will be kept 
in mind by the HEe when the next wage revision comes up 
for negotiation. 

~,. .. . 
The following steps haVe been taken·'to reduce the loss in Town-­

ship: ' 

(a) A portion of the vacant land is being &iv~n to Shopkeepers 
on payment of ground rent, so that, t}i~may put up their 
own structurals. This will increase the revenue 6f the 
Corporation besides simului"neously eliminating unautho-
rised shops. , ,. 

(b) The cost of water charges will be debited to different plants 
on the basis of n'Umoor of emploYees. 

d, "I 

(c) The net expenditure on medical and educational facil~tie8 
will also be debited to different plants on the basis of the 
number of employ@es. ;, '", 

(d) Procedure· for.-the maintenance .of records of Estate Re­
venue Accounts ia being stre~liDed. The_ accounting of 
, State Revelnle ,is under computerisation. . 

Regarding 'the expenditure Qn the hospital, it may be stated that 
there has been considerable increase' in' the cost of medicines, food 
items forming part of the hospital, diet and other suppUes for the 
hospital, besides'incre/Ule in the estabUshment charges or the hospital 
on account of annual increl1lents to' the personnel working in the 
hospital. The number of patient attended to has also increased. In 
spite of these factors,s strict control is being exercised with a view 
to avoiding excessive increase in the cost of medical facilities. It is, 
however. necessary to ensure that this is not at the cost of prompt 
and reliable medical assistance. 

• [Minlsttyof Steel and Mines Department of Steel O.M. No. 2-211 
" 70-HEP-I, VQl. In Dated 13-12-1972.] 

-------------------------
·Reply not vetted by Audit. 



CHAPTER IV 

RlilCOMMENDATIONS I~ RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

Recommendation (Serial No.2) 

The Committee note with profound regret that spares worth more 
than two crores of Rupees were received much before the receipt of 
plant and equipment for which the spares were required. The Spares 
rusted in the stores till the plant and equipment arrived. The capital 
remained blocked. The loss of interest has not been calculated. In 
their explanation for the loss the Corporation have merely stated 
"presumably it was considered that the spares would be supplied 
along with the equipment." In the opinion of the Committee the huge 
loss suffered by the Corporation is due to utter lack of coordination. 

The Committee recommend that the Ministry should re-exa.rrtine 
the whole matter and fix responsibility for their serious lapse. (Paras 
3.8 and 3.9). 

Reply of Goy ...... ent 

As desired by the Committee on Public Undertakings, the case 
was re-examined by an Enquiry Committee comprising GMIFFP, 
Chief Engineer (Hqrs.) and Additional Controller of Finance Be 
Accounts (Hqrs.) set up by the HEC. The enquiry committee after 
careful consideration of the entire case has come to the following 
~onclusions: -

"On scrutiny of the available records and other papers the 
following facts are reasonably established:-

(i) There are indications that the HEC took some definite 
<~ • steps for the deferment of supply of equipment and 

spares. 

(il) The equipment worth about Rs. 3.5 crores ordered for 
the first stage of FFP was received one year after the 
due date but before the request for deferment was made. 

98 
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(iii) Some of the deliveries of spares were in fact made later 
than the original dates of delivery thereby resulting in 
deferment of supplies. 

(iv) Spares ,+,"orth about Rs. 2 crores were not received ear­
lier than the equipment as has been indicated in the 
18th Report of C.O.P.U. 

(v) As spares were not received earlier than the equip­
ment there was no loss of interest on the value of spares 
received. 

The time lag between the receipt of the equipment and the actual 
start of erection was about 21 months and this time lag does not 
appear to be due to lack of coordination. 

Since all the senior officers who have dealt with the case have 
since left the Corporation, it is not possible at this stage to fix up 
responsibility. 

In view of the recommendations of the Enquiry Committee which 
11ave been accepted by the HEC management it is slliiested for the 
consideration of the Committee on Public Undertakings that the case 
may be treated as closed. -

*[Ministry of Heavy Industry O.M. No. 2-21/70-
REP-I, Vol. IV dated 2-7-72] 

Recommend.tioa (Serial No. 23) 

The Com~ttee regret to note that the Coroporation proceeded with 
the manufacure of 100 Ton Derrick Mast without proper examin­
ation of its necessity. The Derrick Mast which was completed at 
a cost of Rs. 1.17 lakhs was not sold to the Rourkela Steel Plant on 
the plea that it would be utilised in the Plant itself. But actually 
the Mast was not utilised and lent on hire to Rourkela Steel Plant 
without settling the terms and conditions therefor. Failure to supply 
of the detailed drawings alongwith the ~errick Mast and to settle the 
terms of hire initially resulted in short recovery of hire charges to 
the extent of Rs. 57,513. The Derrick Mast has been lying in dis­
mantled condition alongwith accessories in stores since 3-9-1966. 
The Committee deprecate that no efforts have been made to utilise 
the Derrick Mast which was manufactured at a considerable cost 

-Repl,. not vetted by Audit. 
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The Committee recommend that the case regarding unwanted manu­
facture of Derrick Mast should be investigated. The Management 
should take appropriate steps sO that such lapses do not recur. (Para 
6205). 

Reply or-GoVernmenf . ( : 

The events leading to the manufaC,ture of the Derrick Mast have­
been investigated by the Heavy Erikineering Corporation and it has 
been found that the thenDy. C. E. (Mech.) (who is no longer in the 
service of the Corporation) took up the 'manufacture with the best 
of intention to expedite the erection of the ,EOT cranes in HMBP ~ 
When the Corporation did ~ot,-Rave any crawler crane. It appears he 
wanted to avoid any possib~ joe.lay inJhe erectiopof the machines 
HMBP for want of suttaple equipment. He took action to manu­
facture the Derrick, af~ consulting the Soviet Exp~rts. . 

'r.1e Corporation has not been able to m.'ake ~Se 'of ' the Derrick. 
Its po:::sible use in outside turn k~y projects to be undertaken by the' 
Corporationf.n future. has be~n ~ar~fully exami,n,eQ,. It ~as been 
found that the derrick may not be required, for its need can be dup­
licated by high capacity crayvler. crElpe~ :which are likely to be avail­
able with the clients. . . , 

It has therefore, been decided to dispose of this Derrick Mast. 
This type of Derrick Mq,t .!F8y,)~.h~lP.fuL in the erection of talI 
towers in Chemical and Fertilizers factories. 

• [Ministry of Steel and Mines Deparlrriimt of;Ste~i O.M. No. 2-211 
70-HEP-I, Vol. III qateti 21.11.1972} . 

• • ' 1" ',1 •••• 1, . 

Further imormatiOD called for by the Comnaittee 
, " 

(a) ,What are the comments of the Ministry to the' fpllowing 
portion of the ~omIQ.endation: 

"The Derrick Mast which was completed· at Ii cost of Rs. 1.17 
lakhs was not sold to the 'Rourkela Steel 'Plant on the 
plea that it would be utilised and lenf on hire to Rourkela 
Steel Plant without settling the tEh-ms and conditions 
. therefor. Failure t~· supply th~ detailed drawings along-
with the Derri<:k Masi and to settle the terms of hire 
initially resulted in short recovery o~ hire charges to the , 
extent of Rs. 57,513." 

____ 1-.- - . __ 

·Reply not vetted by Audit. 
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(b) What steps have been taken to dispose of the Derrick Mast 
and with what resillts1 .. . . 

(Lok Sabha Secretariat O.M. No. 24-PUj72 dt. 29-12-72) 
; 

I ;1 r . 
" I •. Reply of Govel1linent " 

, • ::t~ • 

There was lack of coordination J;egardin~ ,the supply of detailed 
drawings alongwith the De~rick Mast' to Rciurkela Steel Plant. It is 
however felt that if the Derrick had been given'to Rourkela Steel, 
P~ant on hire, only after settling .the terms and conditions of Qire" 
it would have taken considerable time and the Derrick would have 
remained u~utilised with the HEC for a longer time. 

T~ " ..... I 'I"' ) ,. 
. ... 

(b) HEe h~s' ,,*c\1I .. ~ed partisulars of the derriek mast to almost 
aU the public.> seGtoJ' UIfder\~~ngs with a view to expediting its dis­
posal. No r~spcpse hs.~ b.~en, reteived by the BEC so far. 

*[Ministry of Heavy Iiidustry O.M. No. 27:~21l72-HEP-I dated 
,.,.;. , 1 " 1(}"4-73]. 

-' "I f (~ 1·, 1 

' .. '; Beeommendation (Seria1 No. 30) '. ',. f " 
The.~qmmittee note that' the",Qetailed Project Report had pres­

cribed norms of rejection for, shaped castings, ingot rnoU1ds~ ;G~I. 
rolls and. on the basis of these nol'JPs, it has been worked Gut that 
the excess . rejections fo;' -the . years 1964-65 to' '1968:-69 
am,?unted to Rs. 22.44 lakhs. . In - vtt:w of the heavy amo'unts 
involved in these rejections, the CQJ:l1mittee would stress the need 
for taking remedial measures to see that the percentage of rejections 
is imm~dia.tely: brought down within the- norms envisaged in'the De­
tailed Project Report and in fact it should be ,possible to further 
red4ce, .. the ineidence of these rejections' by 'improving quality of 
materials and production and by imparting training to workers and 
. sup,ervisors ,at all levels. 

The Committee note that the Detailed Project Report did not 
lay d()Wp. the percentage of rejections for several other categories of 
manufacture which are now being undertaken in the Corporation. 

"The Committ,.ee would like the Corporation to lay down strict norms 
for these rejections so that it is possible to evaluate the performance 
-:and take necessary remedial ,lIleasutes to reduce losses on. account 
-of rejection~. . 

. . . '" -." ,..... . ~, .... , .. ~. 
"Reply not vetted by"Alililt: 

, " ) 
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The Committee find that the Corporation are not maintaining 
record of the cost of salvaging repairable rejections, as proper time 
booking system had not been enforced. The Committee would like 
proper record of the cost of salvaging repairable rejections to be 
maintained and analysed contemporaneously in the interest of 
taking timely remedial measures. (Paras 6.280 to 6.283). 

Reply of Governmen~ 

The Detailed Project Report for the Foundry Forge Project 
prepared by Mis. Technoexport of Czechoslovakia had prescribed 
norms of rejections for shaped grey iron castings, ingot moulds and 
G.I. rolls on the basis of long experience in Czechoslovakia and also· 
on the assumption of a certain product mix. The levels of rejections 
indicated in the Detailed Project Report show that the control of 
foundry processes in Indian conditions of work to close scientific anti· 
qualitative limits is difficult. Had this not been so, there would 
have been a certainty in operation of the statistical level of sigma 
3 i.e. 5 per cent. Even the attainment of the lower level of certainty 
(of the order of sigma 2) demands technological discipline of a high 
order. Such discipline can only be bred into an organisation on the· 
basis of an overall industrial culture and climate. Efforts are' 
however being made by HEC to bring discipline and order into an 
levels of work. 

The Detailed Project Report did not lay down the percentage of 
rejections for several other items.. Tentative targets of rejection 
percentages for various products fixed in November 1971, and the 
current level of rejections are given below:-

G. I. Castings 

Ingot Moulds 

G. I. Rolls 

Steel Castings 

Steel Roll. 

Forgings 

Target Current Ie vef 
rejection of rejection 

(1971-72) 

10% 16%. 

S% 4%. 

20% 270/0-

S% so/c).-

10% IS%. 

9% 610 
--- - ._._---

An Incentive Scheme has been introduced in certain Sections in. 
each plant. The scheme is proposed to be extended, in a phased. 
manner. to cover all the sections. 
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Simultaneously, action is being taken by HEC to issue separatit 
job cards for rectification works on the basis of which the cost of 
salvaging repairable rejections will be available. This will put 
effectively into practice the provisions of the earlier circular of 30th 
August, 1969 (mentioned in para 6.278 of the Report) relating to. 
separate bookings for rectifiable rejections. 

(Ministry of Steel & Mines Department of Steel O.M. No. 2-21!70-
HEP-I, Vol. III Dated 28-7-72). 

Reeommendadon (Serial No. 48) 

The Committee find that in 1964 the Corporation purchased 
12,614.25 Kgs. of continuous wire electrodes valued at Rs. 32,71:L 
from a Bombay firm. The payment was made on the basis of an 
inspection certificate issued by DGS&D, DGS&D carried out only 
sample test although they were required to test all the electrodes. 
In July 1965 the electrodes were found to be unsuitable. Further 
tests were carried out after about one and half years. A repeat 
order was placed by the Foundry Forge Plant in June 1964 on the 
same firm for a quantity of 12006.25 Kgs. Payment for a quantity of 
11 57.8 Kgs was made without the receipt of inspection certified from 
the inspection authority and payment for 6895.5 Kgs. was released 
on the basi:; of an inspection certificate without proper tests. No 
certificate receipt voucher was obtained from the stores department 
before making the payment. The Committee regret to note that due 
to lack of I!oordination between the two plants of the Corporation 
and due to the issue of inspection certificates without proper tests 
.and payment without inspection has resulted in the purchase of 
electrodes of substandard quality. It is significant to note that even 
after about 7 to 8 years of the purchase of the defective material the· 
Corporation has not been able to start any investigation in order to 
find out flaws in procedure and for fixing responsibility. According 
to the Management the investigation could not be started as the· 
relevant files could not be made available as they were required for 
the purpose of arbitration. Subsequently the files were required by 
the Lawyers in connection with the Court case filed by the suppliers' 
in Bombay Court. 

The Committee feel that the whole matter smacks of serious' 
irregularities in the purchase procedure. They also deprecate that 
the matter has been allowed to linger on tor years without ftxing 
responsibility for such groll lapses. The, Committee would like the' 
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'Corporation to pin point irregularities in the transactions fix res-, , 
ponsibility and take remedial measures to obviate recurrence. 

The Committee are 'greatly 'distressed to find that such a large 
number of cases of defective' and ill-planned purchases should have 
occurred resulting in loss -of several lakhs of rupees to the' Corpora­
tion. Apart-from the loss, thetCotrunittee are greatly exercised about 
the procurement and purchase procedure in the Corporation which 
has made possible such gross frregularities. The Committee, would, 
th~;efore stre~. t!J~t, this and all otiler "c.ases.\of' irregularities in 
stores should be cIosely analysed with a v~EW{ to identify the short­
comings and defic.i~pci.es iD. the procedur(t ,;m!\, to rectify the same 
without delay. " ' 

" 
The Committee would also like the adrriitlistrative Ministry and 

'the Bureau 6f Public Enterprises to take:Special interest iIl'the matter 
of star~rfidnagement for the·edrilrliittee have come across' all too 
frequently such cases of defective and ill planned purchases which 
'a't'e symptomatic of a deepet ;rmalady. Government, "should ensure 
that omcera who are iriitii{)Iy put in charge of stores and' procurement 
are persons of experience and' proven integrity so as, to giv~ a sound 
start in the matter of inve~'ioties and procedures for "purchases etc. 
to the Undertaking. (Paras 8:105 to 8.108). . '-..... , . 

Reply of Government 

The case has been examined by an Enquiry Committee compris­
ing Chief Commerdaf Manager, Materials Manager and Controller 
of Finance '& Accounts, Heavy Machfne Building Plant set up by 
HEC. After a thorough enquiry the Committee have drawn the 
follOWing conclu1ions "regaraing the purchase of 12614.25 Kgs. of 
con'tinuous wire electrodes at a cost of Rs. 32,7121-. 

The present Enquiry Committee had to curry out investigation 
in this case under a major handicap, namely that the original files 
dealing with this transactions were not made. available to them. 
The Committee had, therefore, to piece together the salient facts 
,by remmaging through part files and shadow files obtained from 
different sources. The Enquiry Committ~e did not have also the 
,b~I?-efit of obtaining oral evidence from the principal witnesses in this 
cases viz. the then Project Officer, the then Superintending Engineer 
(Mech.) Production, the then Superintendent Welding and tlie then 
Controller of Stores & Purchase as all these officers have left, the 
Corporation. . Nevertheless ~d on the, rElCOl'dsaVBilable -the En~ 
quiry CQmxmttee haye .('.Ome-"to ·the followUlg cwclusions.-

,. ,. N', (I) Admitting, that tn'" ~uestl~n of purch~se of ~elding 
wires"relates~'~'the'perlO'if19~64. when'HMBP was still 
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.in the construction stage and the welding Department 
and other Department like the Purchase Dep8il'tment 
were in the initial stages of formation and procedures 
were not clearly established, as observed by the then 
General ManagerlHMBP, yet one important aspect of 
the matter which cannot be glossed over is that the 
original specifications contained in the indent and even 
later clarifications furnished regarding specifications for 
the Electrode wires were most incomplete and lacking. 
The only indication given in these indents was that the 
welding wires should be able to give a sound welded joint 
for mild steel structurals and the 1.5. specifications quoted 
was for steel and not for welding wires. As also pointed 
out in earlier enquiry reports of Shri M. M. Bhatnagar, 
the then Dy. Commercial Manager, dated 15-2-68 and 
8hrt K. P. Tandan, the then Dy. Chief Engineer (B&M) / 
FFP, dated 6-12-68, both the indentors viz. the then Super­
intending (Mech.) Production and the then Project Officer, 
HMBP failed to clearly specify in their indents the precise 
physical properties and chemical composition of the weld­
Ing wires acceptable. Even when the suppliers asked for 
clarifications whether the carbon percentage should be 
"0.10 per cent" or higher carbon of 51 per cent contents 20 
to 28 per cent., 27 to 32 per cent., would meet HMBP's 
requirements, the then Project Officer gave his comments 
specifying the carbon content as "0.12 per cent" which 
"must necessarily yield results as stipulated in the 
specification schedule". This was the only mention re­
garding chemical composition. Apparently, even subse­
quently, the chemical c·omposition was not given as much 
significance as physical properties of Ultimate Tensile 
Strength, the Yield stress, Elongation and Izod value etc., 
which was intimated to the supplier by the then COSPI 
HMBP. This query should have convinced both the 
iIldentor as well as HMBP Purchase that, at least to this 
particular lupplier, the specifications given in the order 
were unlntellipble andlor incomplete. 

(U) Further, from the facts ot the case enumerated earlier, it 
is also evident that the indents were faulty and were not 
baaed on proper studylauessment of the requirements. 
This is obvious from the opinion expressed bv the then 
Project Offtcer nJm~ly that "Sizes indented for by the 

283SLS-I \ 
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then Superintending Engineer (Mech.) Production viz. 
3132" and 3164" WOUld be little used' for fabrication of 
HMTP stru~turals" aM hen~e the necessity tif placement 
of another indent by the' 'then Project Offieer. It is also 
noteworthy that the'then Project 'ofHce,o, who 'had earlier 
streesedthe urgency of the :'$upply 'of these' welding wires 
subsequently lost the1sense of this ur~ney, when once the 
welding !WireR started ,;rriving. ··Hllindsnt placed on 
17.7.63 demanded the supplyofh mat.eiials by 21.8.63 i.e, 
within 1 month and 4 days of the plaoemerit of the indent. 
The urgency. displayed by the then Project Officer is in­
explicable particularly in view of ;he·· fact that the auto­
matic welding machine was ,taitea' over! rbymaintenance 
on 22123rd September, 1964"while the indent for the weld­
ing wlr.es was ,placed· on 17.7.63\ Surely, the then Project 
Officer must have kD.QWD in July, 1~1 that the machine 
would not be ready for ~ration, lor a: 1000g time to come. 

Further, had the inden~rs :required the ,material:80 urgent] y 
i,e. after 2 months and 18 days of; the then Superintending 
Engineer (Mecb.) Producthn'l's .indent within;l ,month and 
4 days of placement .of tbe then Project ~r's indent, 
they should have taken' action to ensW',8 that the inspec­
tion and testing was propertly and promptly done on re­
ceipt of the material and. rthe ~aterial issued: for consump­
tio.ns soon thereafter .. rws was,not ~ne'. On the con­
trary, it was the purchase. Depar~t, whjch repeatedly 
passed the Indentor, the then .Project Oftlcer and subse­
quently the Su~rintendent Mechani~ and the Superin­
tendent Welding for getting the iuaterialtes~ed and to 
furnish test repor~ abo.~t.the 'l¥allt~ . .It.follo.w.s from the 
above that the aS$eS@1etit,of requirementa .\Xas.. not realis­
tic~UBtimely and.not pro'per~ sched~ed. ia~meet the pro-
duction reQuir~. . . ~ . "',. ~':',:''':, 

(iii) For the deficiencies mentioned in paras' (1)' '& (ii) above 
the Enquiry Committe&holdl the two indaitol"s. v;.z. the 
then Superintending Engiaeering (Meoh.) ~uction and 
the then .·PrOject .officer respOnlible. '. HOlIleVer, as both 
the individuals are no longer in the service af the Corpora­
tion, n08ctioncan be taken agaiDst· them:. ,.' " 

.,',1 

(iv) The Tender Committee comprising th~ then~ect Officer, 
the thenContllQller . of Stores &,Purchaae, the then 
Accou~ts Offic~r and the then .AS~istant Purch~se~O~CEW . . ... ' 
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HMBP, which met on ]4-2-63 to consider the various offers 
received for the supply of the materials, lacked in techni­
cal expertise for deciding the case in as much as it did not 
include any' representative of the Welding Department. 
As a result, the lowest quotation of this particular sup­
plier was accepted without establishing the fact whether 
this was a technically suitable offer. Further, the party 
selected was a practically unknown firm in the welding 
fieM. The Tender Committee do not appear to have veri­
fied whether this particular supplier was himself manu­
facturers or was simply stockist and ignored the offers 
from firms like Messrs. Indian O:x-ygen Ltd., who are re­
putable and well known in the welding field. For these 
lapses, the main responsibility, devolves on the then Con­
troller of Stores & Purchase who, as convenor of the 
Tender Committee should have taken care to cover these 
important aspects. However, since he has left the Cor­
poration and retired from service, no action can be taken 
against him. 

(v) To add to the confusion, a study of the supply order shows 
that the then concerned Assistant Purchase Officer failed 
to incorporate in the supply order even the meagre speci­
fications· viz. the physical properties that the weld metal 
should have, as speCified by the indentor, the then Project 
Officer, regarding Ultimate Tensile Strength; Yield stress, 
Elongation and Izod value etc. required. However, the eX­
planation of the concerned officer has already been obtain­
ed. The competent authority has decided that this was 
a minor technical omission and has exonerated him. 

(vi) After the placement of supply order on the particular sup­
plier. and once the supplies started coming in, the most 
crucial event which proved decisive in the acceptance of 
sub-standard materials from the suppliers was the first 

. test repor.t dated 4-11-1964 from the then Superintendent. 
Welding Department/HMBP which conflrmed the suitabi­
lity of the welding wires supplied for use in the Steel 
Structural Shop of HMBP. It was on the basis of this 
test report. tha~ the then Controller of Stores & Purchase/ 
HMBP instructed the then Assistant P'UTchase Officer to 
ask Inspection to issue Inspection Note and Stores the 
Certificate receipt voucher, and accordingly the then Assis­
tant Purchase Officer wrote to the then Inspecting Officer 
that the wires supplied hy the fhin may be accepted and 
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the inspection note issued at an early date, so that the 
Stores Officer may raise CRVs with a copy endorsed to the 
then Stores. Officer/HMBP, General Stores to raise the 
CRVs as soon as the Inspection Note was received and send 
the same alongwith the bills received from the supplier to 
the Accounts Officer, Stores Bills for payment action. Sub­
sequently, in less than four months, the events started 
taking a different turn. Serious complaints started com­
ing in from AlB Bay (Steel Structural Shop II) stating 
that there were weld cracks in automatic welding. The 
then Deputy General Manager (Production) IHMBP com­
plained abOut weld cracking due .to the wires and flaxes 
in a meeting held in the then Chairman's chamber on 
14-5-65, wherein the Chairman orally asked the then 
Superintendent Welding to investigate into the matter. 
It was on this basis, that after testing more samples drawn 
at random from the wires supplied by the suppliers, that 
he sent a second test report on 10-7-65 to the effect that 
the wires belonging to this particular supplier, were not 
acceptable. While fully appreciating the circumstances 
justifying the second test report dated 16-7-65 the then 
Superintendent Welding, reversing his earlier report dated 
4-11-64 and rejecting welding wires supplied by this parti­
cular supplier as unacceptable, still the fact remains that 
it was on the basis of his first test report dated 4-11-64-
which unequivocally and without any reservations, what­
soever, approved suitability of welding wires for use in 
tbe steel structural shop/HMBP, that led to a succession of 
quick events which eventually enabled the supplier to lift 
tne payment. However, as the then Superintendent Weld­
ing is no more in the service of the Corporation, no action 
can be taken against him. 

(vii) Based on the first test report the then Superintendent 
Welding dated 4-11-1964, while issuing instructions to the 
Inspector to accept the material and issue the Inspec­
tion Note and to the Stores to raise CRVs the then Con­
troller of Stores & Purchase and the then Assistant 
Purchase Officer /HMBP failed to ensure that the terms 
and conditions of the supply order were complied with 
by the supplier. For example, they failed to prevail on 
the supplier to furnish test certificate with each consign­
ment of the stores despatched as per Note 4 of the Pur­
cttsse Order. Seconaly, instructions regarding the raising 
of CJtV$ w~re issued to the Stores Dl;!Pl:!ftment wit1\wt 
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insisting on the complianCe of the conditions of the sup:. 
ply order regarding inspection by the Director of Inspec­
tion, DGS&D, Bombay and without calling for test re­
ports from the Welding Department on representative 
samples drawn from the bulk supplies. Thirdly, instruc­
tions for raising of CRV s should have been issued after 
proper amendment of the payment and inspection clauses 
of the concerned supply order. F.9r these lapses the then 
Controller of Stores & PurchaselHMBP is principally 
responsible. However, as he is no longer in the service 
of the Corporation, no action can be taken against him. 
So far as the Assistant Purchase Officer is concerned since 
he was only a junior officer functioning under the direc­
tions of the then Controller of Stores & Purchase and his 
explanation has already been called and the competent 
authority has exonerated him for the technical omission on 
his part, as such no further action need be taken against 
him. 

(viii) From the study of the case the Enquiry Committee can­
not but conclude that throughoUl; the entire transaction, 
the Inspection Department of HMBP "acted behind the 
scene" and was a silent spectator as far as the actual tests 
was concerned. In a test for acceptanCe of material, they 
shOUld have associated themselves actively; more so, be­
cause it was they who had to decide on the method of 
instruction i.e. 100 per cent inspection or statistical qua­
lity control based on representative random sampling. 
Further the then concerned Inspecting ~er, PMBP be-
fore releasing the Inspection Note failed. to ensure that 
the bulk supply of the material supplied by the supplier, 
conformed to the samples supplied by the firm prior to the 
bulk supply. However, the original test report of the then 
Superintendent Welding dated 4-11-64 seems to have clou .. 
ded the minds of the concerned departments unduly, as a 
result of which procedural lapses have occurred. 

(ix) As FFP was informed about the sub-standard quality of 
the welding wires supplied by this particular supplier, 
only in August, 1965, the placement of repeat order on the 
supplier by FFP in June 1984, could not have been avoided. 
In fact, repeat order was placed on the supplier to take 
advantage of the rates and other terms and conditions 
on which HMBP had contracted with the firm for supply 
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of the stores and thereby avoid the normal procedural de­
lays involved in the purchase. By the time, FFP was made 
aware of the supply of sub-standaro quality of Electrodes 
by the suppliers viz. August, 1965, the supplier had already 
lifted payment for 8053.3 Kgs. of Welding wires amount­
ing to Rs. 30,254.55. In view of the above, the Enquiry 
Committee is unable to find any lack of coordination bet­
ween the two plants of the Corporation. 

(x) The Committee is glad to note that the Corporation has now 
prepared its own Purchase Manual based on the recom­
mendations of the Bureau of Public Enterprises on the sub­
ject and on policies adopted by the Corporation from time 
to time. It is expected that the procedures prescribed in 
the Manual will effE!ctively obviate recurrence of i'rregulari-

'ties in the purchase of stores by the Corporation in the 
'future. 

(xi) There is urgent need for drawing up an ins;ection manual 
,laying down princ!ples of inspection at various stages ispe­
cifying individual powers of the inspectors for supplies 
effected, contracts executed, etc. 

The above findings of the Enquiry Committee have been accepted 
by the Management of HEC. 

With regard to the recommendation of the Committee on Public 
Undertakings in para 8.100 of the Report that Government should 
ensure that oftleers who are initially put in charge of stores and pro­
curement are persons of experience and proven integrity so as to 
give a sound start in the matter of inventories and procedures for 
purchases, etc. to the Undertaking, the Bureau of Public Enterprises 
have issued necessary instructions to the concemed Ministries vide 
their O.M. No. 2111(E)172-BPE1MM dated 14th September, 1972 (Ap­
I'endix Xl). 

In view of the position explained above it is suggested for the 
consideration of the Committee on Public Undertakings that the case 
may be treated as closed. 

"'[~inistry of Heavy Industry O.M. No. 21170-HEP-I, Vol. IV dated 
2-7-73] . 

• Replynot vetted by Audit. 
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, F~rtber ·infomtaijon ,c:.alled fQr ,t.y.tke ~iitee 

,.'!~ ,~~, On~atd~!ilt.he.~p.quiry ~o~ttee was set up by HEC 
: :;:: ... , aild9.n'w:qaf~ted the ComniiHee submitted their Report? 
! ", •• ,..... ~ I '.,' , . I 

(b) On what date did the Government initiate action on the 
.;. tb.4~ ,o~r~e Enquiry Committee? 

(c) On what dates the officers who have been held guilty I 
'negligent by' tfie' Enquiry Committee for various lapses 
left the service of the Corporation? 

(d) In which DepartmentsIMinistrieslT]nd~J'taking~ . the said 
officers are working' at present? 

(Lok Sabha Secretariat O.M. No. 24-PU /72 dated 7th August, 1973] 

Reply of Government 

(a) Enquiry Committee was set up on 16-6-1972. The Committee 
submitted their report on the 21-3-1973. 

(b) Since the Government accepted the view taken by the H.E.C. 
on the findings of the Enquiry Committee set up in respect of these 
recommendations, the suggestion of Government initiating actio' , 
on the findings of the Enquiry Committee does not arise. 

(c) The dates on which the officers who had been held negligent 
by the Enquiry Committee left the services of the Corporation are 
given below:-

Superlmending Engineer (Tech.) 

Project Officer 

SupmnteMem (Wel<ling) 

Controller of Stores & Purchase 

Relignr<1. on 11-1-6A. 

Left HEC on 26-6-64. 

Resigned on 30-8-69. 
He was on deputation from 
DGS&D.nd rewrt~ to the 
DGS&D on 10-5-6,. 

He hal sinee retired. 

---.-.--
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As these officers had already left the services of the HEC mucn 

before the enquiry committee was set up, no action can be taken 
against them. 

[Ministry of Heavy Induitry O.M. No. 271121172 HEP-l, 
dated 29-8-1973 and 12-9-1973]. 

NEW DELHI; 

December 19, 1973. 

Agrahayana 28, 1895 (S) . 

SUBHADRA JOSIU, 
Chairman, 

Committe. on Public Undertaking •• 

.." i ...... . I I ~, ... .,. •. , 
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APPENDix I 

(Vide Recammendation at Serial No. 3 Page 16) 

No. 313172-Pdn. 

MINISTRY OF FINANCE 

;BUREAU OF PUBUC ENTERPRISES 

PRODUCTION D.IVISION " 

MAYUR BHAvAN, CONNAUGHT CIRCUS, 

.. New Delhi, the 18th November, 1972 

OFFICE MEMORANDUM 

SUBJECT: Eighteenth Report of the Committee on Public Under-
takinga (V Lok Sabha) on Heavy Engineering Corp01'a-
non IAmiUd. 

The undersigned is directed to say tha.t Government have con­
sidered the recommendations of the Eighteenth Report of the Com­
mittee on Public Undertakings (V Lok Sabha) on Heavy Engineer­
iDa· Corporation Ltd. In view of the importance of the subject and 
alJo with a view to co-ordinate various important aspects of action 
to be taken in future by the Public Sector Enterprises, it has been 
neeeuary to issue directives on the basis of recommendations by 
the Committee on Pu~ic Undertakings so that there may be no 
less to Government due to lack of proper planning and undue 
haste in taking up certain actions resulting in capital being block­
ed. The Bureau of Public Enterprises has, therefore, prepared the 
enclosed set of guidelines which the Ministry of Industrial Deve­
lopment, etc., are requested to issue to the Public Sector enter­
prises under their administrative control. They are also requested 
to ensure that these gUidelines are kept in mind in the case of new 
projects, and that the project reports for new plant to be set up 
have taken into account all the recommendations made by the 
Committee in this matter. In order to expedite the initiation of 
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action by the Public Sector enterprises, guidelines is being sent to 
them direct. 

To 

Sld-
S. JAGANNARAYANAN, 

Under Secy. to the:Governme,1t of India. 

All MinistrieslDepartments of Government of India. 

All Public Sector Enterprises. 

Leom-endatieD (SerIal No.3) 

It has come to Government's notice that imported spares issued 
for maintenance and repairs by public sector undertakings were not 
accounted for on the ground that prices of individual items had not 
been furnished by the Suppliers. Later on the value of the spares 
was assessed on the basis of production in the concerned plants of 
the undertaking during the past few years. This is not a satisfactory 
system of accounting. 

In order to exercise proper control on utilization 'df imported 
spares, it is necessary that public sector undertakings 'should co­
relate actual consumption with the value of spares. All public sec­
tor undertakings should also in ,future ensure that whenever .!they 
ehter into a contract I agreement with foreign snpplier:the 'l'l'iee 
and weight of each individual spare/equipment '. he ,imported 
should be indicated, in a statement which will form· an iIltegreW 
patt of the agreement/contract. 

'. 
This recommendation is applicable to not only the units ,w~ 

are in operation but also new units which would be set ,..,.p.. if! 
future. - "I 



APPENDIXn 
(Vide ReCommendation at Serial No. 6 Page 17) 

COpy 
No. 1l0-Adv (c) I Cir-67 I 70 

GoVIRNMI!:NT OF INDIA 

MINISTRY OF FINANCE 

(DEPARTMENT OF EXPENDITURE) 

BUREAU OF PUBLIC ENTERPRISES 

Dated, New Dethi, the 17th January, 1970. 

OFFICE MEMORANDUM 

SUBJECT: Construction Equipment-Procurement of. 

A considerable amount of construction equipment has been 
obtained by various public sector undertakings, the total investment 
on which runs into several crores of rupees. A study conducted by 
the Bureau has revealed that many of those equipment, some of 
which are specialised items, are used only intermittently during 
construct resulting in uneconomical outlay apart from blocking up 
of capital. The Administrative Reforms Commission have also 
referred to the need for precisely estimating the requirements of 
items like earth moving equipment, vehicles, tools, etc. for cons­
truction works. It is, therefore, necessary that before procurine 
such costly and specialised construction eqUipment, a careful study 
should be made of the actual need for such equipment. It should 
also be considered whether such works cannot be got executed in 
the traditional method or with contractors' equipments. Only 
after it has been established that neither of these two alternatives 
is feasible, Procurement of such construction equipment may be 
resorted to. 

2. Even in cases, when the need for the purchase of construc­
tion eqUipment has been established, the possibility of procuring 
such equipment, which may be surplus to other public sector 
undertakings should be considered. Surplus construction equip­
ments are regularly published in the 'Lok Udyog' a monthly 
publication of the Bureau, which may be referred to. 

115 
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3. The Ministry of Industrial Development, Internal Trade & 
Company Affairs, etc. are requested to bring this to the notice of 
public sector undertakings under their contro1. 

To 

Sdl-
(A N. BANERJI) 

Additional Secretary to the Govt. of India 
and Dir«tor-GeneTlClI, Bttreau of Public 

Enterprises. 

All MinistrieslDepartment of the Government of India. 

All F As in the Department of Expenditures. 



APPENDIX In 

(Vide Recommendation at Serial No.6, Page 17) 

No. 1811171()-BPMIMM 

GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 

BUREAU OF PUBLIC ENTERPRISES 

(MATERIALS MANAGEMENT) 

New Delhi, the 26th November, 1973 

OFFICE MEMORANDUM 

SUBJECT: Ca.t4loguing of surplus items of Machinery and Equ.4pment. 

At the instance of the Ministry of Industrial Development and 
Internal Trade, it has been decided that the Bureau of Public Enter­
prices will undertake the work of CatalogUing of surplus items of 
machinery and eqUipment in the various Public Sector Under­
takings with a view to make possible their utilisation by the other 
undertakings. For this purpose surplus items of machinery and 
equipment are to be classified into following three categories:-

I. Catelory-A 

2. CatelOry-B 

3. Category-C 

Equipment permanently surplus. 

Equipment temporarily sl&I'plus. «(~ aboUt 5 yean). 

. Equipment under-lIti1ised. 

Three formates for the above categories are enclosed. The 
undertakings are required to furnish the information in the en­
closed formates for the above categories of surplus items in dupli­
cate, twice in a year, i.e., on 1st April and on 1st October. Mter sub­
mitting the first set of information in subsequent periodical reports 
the full information need not be repeated; only the changes, i.e., 
additions and alterations are to be advised. Full information will be 
required for any new addition to these categories. 

Ministry of Industrial Development & Internal Trade etc. are 
requested to advise the Public Sector Undertakings under their ad­
ministrative control to furnish the above periodical information re­
gularly to the Bureau of Public Enterprises so as to reach the Bureau 
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before 15th April and 15th October. To start with the first infonna­
tion for the period ending into 30th September, 690, may be sent 
immediately before 31~ December, 1970., 

To 

(S. G. GHOSALKAR) 
Deputy Adviser (M.M). 

1. Ministry of IndusVriG.l Development and Internal Trade-

(i) Deptt. of Industrial Development, Udyog . Bhavan, New 
Delhi. 

(ii) Deptt. of Heavy Industries, Udyog Bhavan, New Delhi. 

2. Deptt. of Atomic Energy, 
Chatrapathi Shivaji Maharaj' Marg, Bombay-l. 

3. Deptt. of Communications, 
Sardar Patel Bhavan, New Delhi. 

4. Deptt. of Defence Production, 
. South Block, New Delhi. 

5. Deptt. of Food, 
Krishi Bhavan, New Delhi. 

6. Deptt. of Agriculture, 
Krishi Bhavan, New Delhi. 

7. Ministry of Foreign Trade, 
Udyog Bhavan, New Delhi. 

8. Ministry of Health and Family Planning; 
'Nit-man Bhavan, New Delhi. 

9. Deptt. of Works, Housing and Urban Development, 
Nirm~ Bhavan, New Delhi. 

10 •. Ministry of· Irrigation and Power, 
Shram Shuti Bha.van, New Delhi. 

11. Ministry of Shipping and Transport 
(Deptt. of Shipping & Transport), 
,-ransport Bha.van, New Delhi. 

12. Ministry of Petroleum and Chemicals and 
Mines and Metals. 
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13. (i) Deptt. of Petroleum and Chemicals, 
Shastri Bhavan, New Delhi. 

(ii) Deptt. of Mines and Metals 
Shastri Bhavan, New Delhi. 

13. Ministry of Steel and Heavy Engineering, 
Udyog Bhavan, New Delhi. , ,t 

14. Ministry of Tourism and Civil Aviation 
(i) Deptt. of Civil Aviation, 

Sardar Patel Bhavan, New Delhi. 

(ii) Deptt. of Tourism, 

Sardar Patel Bhavan, New DeihL 

ANNEXURE 'A' 

~onwuction Machinny and Equipment Permanently Surplus in 
Heavy Engineering CorpOration Limited, Category 'A' 

Nomenclature of Items Qty. Rese'rve SI. 
No. 
(I) _______ ._ (2~ __ ... 
1. Russian Crane 10 Ton. cap. type E-6S2 Dit'scl 

Driven Capacity of Engine 100 H.P. I No. 

2. Kirloskar Broomwane Air Comprusor type 
WR-2IO fitte~ with 6 cylin~cr Icyland ALV-
350 type DicsC'l Engine with 1650 rem 72 HP 
output 594M/Min. (210 cv.ft.). . . 1 No. 

3. Agrind moore Roa(\ Roller model AFR 810 cap. 
". . ·-1/10 tons with FoIdSGl1 super major Diescl 

Engine S2 - 8 H.P Electrical starting. 2 Nos. 

4· Do. I No. 

5. Sinsle worm Electrically operated wirch Capacity 
~ ton. _ . . , . . . 2 Nos. 

6. Universal Bull Dozer Mcxl.cl mountcd on crawler 
type C-lOO Tractor poweren by 4 8trokra 
4 cylin~en 100 hp Diesel Eo,ine model 
KM-lOO fivc forward gean ann four reverse 
gean Btared by carburettor type 17 HP 2 cy-

" Under Engine.. . . . . . J No. 

7.· Power Crane cap. 5 ton type MCK-5-zC Helpt 
'.. ,S/26 meten ElecUic moton 32' I kp. weisht 

of crane Without ballast 289 ton. made in 
USSR 1 No. 

S. Diesel generator I Meac'.oW8 make and type 
ct. 36 KW mea<iows EnsUth Engine type 4 D J 

- 330 (No. 590319) lIut ASFA Swedi.h senera-

"rice 
Rs. P. 

(4) 

9943'20 

23188-55 

----.-.---------.---
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tor type GA-23 (No. 4820415) Diesel Engine 
Data S4 HP IS rpm 4 cylinder. water cooled 
with Electric Starter without battery and 
radiator silencer etc. . . . . • J No. 

9. 48 KW Russian generator model DC-SO-4 En­
gine type 6 Ch. 12/14 (K-IS) 8 generator type 
EC-9I-4 CT. Diesel Engine dat 80 HP 
ISOO rpm 6 cyliniers 4 stager water cooled 
with electric starting 24 volts battery raiiator 
silencer etc. I No. 

10. Forklift (Petrol Driven) Czech fitted with four 
CYlinder skoda engine lifting cap. ISOO kg. 
type BVH-IS22 Engine type 129.Q.type size 
front 7' 00 x I2 Rear 6· 00 9 FFP. . 4 Nos. 

lI'. Russian Forklift Truck type 4043 cap. 3 tonne. 
engine type 64-10 H.P. Truck No. 4889 
Engine No. 2S24478 FFP.No. IN •• 

12. Winch having 2 ton cap. So% tested USA made I No. 

13. Electric winch cap. 1 ton type T.B 1 lifting weight 
18 M. Speed of lifting 8 M. per minute 
weight 100 kg. . 2 NOI. 

14. American ONAM DVN. of Studebaker Indus­
tries Ltd. USA. Generating set No. ,0 JC-S3 
H 17/7 K SI. NO.4 C 771696 Petrol Driven 
rpm ISOO cylinder Air cooled with 13 volts 
ex ide battery including self starting. I No. 

IS. C.P.T. Compressor monel 36S-RO-2 leyland 
B-II600 Engine motor haVing Capacity of 36S 
CFN of free air delivery at 100 lhe/sq. inch 
(Running conditions) . I No. 

16. Brick Making Machine type CM-296 for pro­
duction of Cob Bricks by plasting pressing 
metho:1 out put cap. Brick 2200/2400 per 
hour: et ct. motor 20 Kw. 2nd 10KW. machine 
No. 1419 . I No. 

17. Meter Testing Bench 3 phase inter grating meter 
calibration sets type TW-34 for calibrating all 
aU type of single phase of 3 phase intersradng 
meters into provision for calibrating relays 
Accuracy measurement o· S per cent. INo. 

18. Power RoUer Marshal make capacity 10 ton 
Diesel Engine No. 200057 J No. 

19. Kidoskar Broomvade Air Compressor CE-IO • I No. 

~. UTOS Tractor Diesel Rubber 194 tyred Rumania 
make No. 48SS • • • • • I No. 

~.".. , .. "\ 

6000'00 

7898'00 

aoooo'OO 

20000'00 

4J66a'QO 

8830·00 
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A.NNEXURE 's' 

MClchinery Be Equipment pennClMntly surphu in. HEe remClin.tng 
undispo,ed from the list of equipmmt Cllrecufy furnished to PE. Vide 

Annexure 

SL Nomenclature of Item: Qtr. R.etervePrice 
No. Ra. P 

~ 

I. Russian crane 10 ton cap. type B-6,. Diesel 
Driven capacitr of BnJine 100 HP . I No. 33Soo·00 

2. Power Crane caP. S ton type MCK-S-:ZO Heisht 
38-26 mertets Blectric moton 32' 1 Kp Wiejplt 
of crane Without ballast 289 tons made in 
USSR I No. S9049' 00 

3· Russian Forklift Truck t.f,pe 40~ cap. 3 tOMe. 
engine trpe 6A-Io HP ruck 0.4889 Bnglne 
No. 2S24473 FBP No. • . . . 1 No. sooo·oo 

4· Winch having z tone cap. soz tested USA 
make I No. 7898 

S· American ONAN OVa. of Studebaker' IndUs-
tries Ltd. USA Generatin, Set No. IOJC-S3 H 
17/7K S.No. 4C 771696 Petrol Driven tpm 
ISoo 4 cylinder Air Cooled With 13 volts 
exide battery includinl self starting. I No. SOOOO·oo 

6. CoP.T. Compressor model .36S-aO-z 1eyland 
B-n600 Engine motor having caPaci:]! of 
36s CFN of free air delivery at 100 lbe Sq. 

I No. Inch (Running contitions). 1 . • . 20000'00 

7· Brick Mildng Mac:hine Type CM 296 B for 
production of Cob Bricks by Plaatin~ pressin, 
method out put cap. Brick 2200 2400 per 
hour Bleet. motor zo K.W. and 10 K.W. 
machine No. 1419. I No. 20000'00 

8. Meter Testing Bench 3 phase intergrating meter 
calibration setl tlepe TW-]4 for calibrating 
all type of Sin, e phase or 3 phase Inter 
gratin, meten into provision for calibrating 

1 No. 42662·01) relays Accuracy measuremert o· S percent . 

9· Kirl05kar Broomwde Air Compressor CB-IO 1 No. . 8830'00 

---- .1-
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ANNEXURE 'C' 

Construction Machine'ry &: Equipme-nt fll.rtheT declMed pennanen.tl!i 
Burplus by HEe 

SI. 
No. 

Nomenclature of Item Qty. 

1 Crawler chain mobile Crane No. CE. 17 Type 
. .E..2QQ6 .F4Ilr atrokobitb ...-d,water ccoled 
direct Fuel injection. 12 cylinder 300 H.P. at 
ISoo. RPM specific fuel ColJl'U1..1'tioo 190 
grams Diesel Engine driven. Length of Boom 
40 metrers capacity 60 T. . 2 No.s 

2 UTOS tractor BRN 7237 Make RumIlDiI 4 
stroke 4 cyli~der diesel Entiae With whirling 
chamber 4SHP at ISoo RPM. . . I No. 

3 Do. BRN 888 .\ I No. 

4 Do. BftN7840 I No. 

S Do. BRN6961 I Ntl. 

6 Russian Tractor T-23, 24 H.P. . I No. 

7 Kirloskar Broomwade two stage rotary fitted 
with leyland Engines. CEo 18 Capacity IOSHP. I No. 

8 Do. • • • 
9 3 ton capclty (Truck T.1pe) Fitted R1iInian 

Petrol Engine Crane Type I1A. 3-690 • 

2 Nos . 

10 Jumbo Trucn 2 T. Capacity With VegalEnline. 

I No. 

I NG. 
Platform size 5':13' 3" 

II Do. Platform aize S'x3'3" • 1 No. 

12 Vibrator type 4-n6 vibration per minute 10 to 
J400 Electric Motor capacity I K.V. Voltage 
36 wt. 13 Kg. • • • • • 4 Sets. 

Reserve Price 
Rs. P 

1,86,000' 00 

30400' 00 

3..400'00 

3,400'00 

2,S50' 00 

12,180'00 
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APPENDIX V 

(Vide Recommendation at S. No.8, Page 21) 

No. 3/3172IPdn. 

MINISTRY OF FINANCE 

BUREAU OF PUBLIC ENTERPRISES 

(PRODUCTION DIVISION) 

MAYUR BHAVAN, CONN AUGHT CIRCUS, NEW DELm, 

the 18th November, 1972. 

OFFICE MEMORANDUM 

SUBJECT: Eighteenth Report of the Committee on Public Undertak-
in~ (V Lok s.:tbha) on Hf'.¥lvy Enginoee'ring Corporation 
Limited. 

The undersigned is directed to say that Government have consi­
dered the recommendations of the Eighteenth Report of the Com­
mittee on Public Undertakings (V Lok Sabha) on Heavy Engineer­
ing Corporation Ltd. In view of the importance of the subject and 
also with a view to co-ordinate various important aspects of action 
to be taken in future by the Public Sector enterprises, it has become 
necessary to issue directives on the basis of recommendations by the 
Committee on Public Undertakings so that there may be no losses to 
Government due to lack of proper planning and undue haste in 
taking up certain actions resulting in capital being blocked. The 
Bureau of Public Enterprises has, therefore, prepared the enclosed 
set of guidelines which the Ministry of Industrial Development, etc., 
are requested to issue to the Public Sector enterprises under their 
administrative control. They are also requested to ensure that these 
guidelines are kept in mind in the case of new projects, and that 
the project reports for new plants to be set up have taken into ac­
count all the recommendations made by the Committee in this mat-
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ter. In order to expedite the initiation of action by the Public Sec­
tor enterprises, a copy of this Oftice Memorandum together with the 
guidelines is being sent to them direct. 

To 

Sdl-
S. JAGANNARAYANAN, 

Und~r Secy. to the Govt. of India~ 

All· Ministries I Deptts. of Govt. of India. 

All Public Sector enterprise •• 

Beeommeadation No. B 

The Project Report of every new project shoul4 indicate the 
build up capacity of the plant from year to year in assessing the 
build up capacity from time to t fme, there should be no downward 
revision of the capacity developed or likely to be developed. The 
Project Reports for plants to be set up in future should clearly spell 
out gradual build up of the capacity from year to year. 



APPENDIX VI 

(Vide Recommendation at S. No. 19, Page 31) 

N9. 3131 72-Pdn. 

MINISTRY OF FINANCE 

BUREAU OF PUBLIC ENTERPRISES 

MAYUR BHAVAN, CONNAU(lHT CIRCUS, NEW DELHI, 

the 10th November, 1972. 
OFFICE MEMORANDUM 

SUBJECT: Eighteenth Rep6Tt ol1he·Comm"*ee on Public Undertak-
ings (V Lgk Sabha) on Heavy Engineering Corporation 
Limited. . 

The undersigned is directed to say that certain orders for machi­
nery and equipment required b¥ Bokaro &teel were arranged 
through the Heavy Engineering Corporation Ltd. to be placed on 
the Garden Reach Workshops Ltd., (GRW) and the Central Inland 
Transport Corporation (CIWTC) . This resulted in double InCI­

dence of sales tax. This could have been avoided if the orders for 
machinery were placed directly on the GRW and the CIWTC. or if 
the bills were being directly raised by the GRW and the CIWTC on 
Bokaro Steel inst.ead of routing through HEC. In this connection, 
the Committee on Public Undertakin,gs (V Lok Sabha) have observ­
ed that in all such cases care should be taken to place the orders 
directly on the undertakings from whom the equipments are re­
quired or for arranging for bills being directly raised by the sup­
liers instead of routing through third party and this would obviate 
the incidence of double tax in the transaction. 

2. The Ministry of Industrial Development, etc. are requested to 
bring this fact to the notice of the undertakings under their control 
and r~uest them to obviate incidence of double tax in the place­
ment of orders for machinery and equipment required by them. 

Sdl-
S.JAGANNARAYANAN 

Under Secretary to the Goot. of India. 
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To 

All MinistrieslDepartments. of Government of India. 
,r [ 

Copy to : 

Shri H. L. Ahuja, Under Secretary, Ministry of Steel and 

Mines, Deptt: of Steel, New DeIhl. 



APPENDIXVD 

(Vide recommendation at S. No. 21, Page 22) 

HEAVY ENGINEERING CORPORATION LIMITED 

No. MDISSOI02511627 Dated the 12th October, 1972. 

SUBJECT: Eighteenth Report of the Committee on Public Undertak-
ings Acceptunce and execution of orders. 

Attention of all concerned is invited to recommendations No. 21 & 
22 (Paragraph No. 6.17fi! to 6.177 & 6.191 to 6.194) of the 18th Re­
port of the Committee on Public Undertakings (copy enclosed for 
ready reference) wherem certam lapses of the procedures for open­
ing of work orders, procurement of materials including imports, 

lcceptance of orders etc. have been pointed out. The following 
guidelines are issued in this regard for strict compliance. 

1. No work order for the manufacture of any item will be open­
ed unless there is s,Pecific order from the customer duly supported 
by a sale ·advice issued by the Commercial Devision. In cases, 
where there is a letter of intent by a customer, the specific appro­
val of the Management will be obtained before work order is open-. 
ed for the purpose. 

2. In case of items required to be manufactured for stock pur­
poses, Work Order will be opened only after the same is approved 

by the Management. 

3. No procurement action for any materials specifically required 
against a particular job should be taken unless the same is covered 
by proper Work Order. Procurement of materials for stock purpos­
es should have Management's approval. In all cases of purchase, 
specific approval of the competent authority should be taken in 
time. 

4. In case of emergencies, when procurement action is taken in 
anticipation of obtllining the sanction of the competent authority 

the same snould be submitted to the competent authority immedia­
tely I thereafter for n~essary T,ost facto approval. Such cases should 

however be few and far in between. 
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5. Before acceptance of any order, the economics of the order 
should be worked out in adequate detail and duly vetted by Finance 
so that a s~table dedsion <lill be-taken after examining all the finan­
cial implications. 

This issues with the approval of Director (Technical) . . 

Sdl-
G. S. SWAMINATHAN, 

Senior Staff Officer. 
To : Heads of all Plants & Dvns 

All CFAslAddl. CFAsiJT. CFAs. 



APPPDIXVIU 
(Vide recommendation at S. No. 25 Page 34) 

No. 3131?2-Prodn. 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE. 

BUREAU OF PUBLIC ENTERPRISES 

MAYUR BHAVAN, OONNAUGHT PUCE, 

New Delhi, the 5th J1anuctry, 1973. 

OFFICE MEMORANDUM 

SUBJECT: Eighteenth Report of the Committee on Public Undertak-
ings (Vth Lok Sabhtz) on Heavy Engineering Corporation 
Limited. 

The undersigned is directed to say that the Bureau of Public 
Enterprises has considered recommendation No. 25 in the above 
mentioned Report in consult::ltion with Ministry of Steel and Mines 
(Department of Steel). In this connection it may be stated that a 
public sector enterprises had incurred certain expenditure for enga­
gement of two foreign consultancy .firms for the purpose of prepar­
ing quotations for certain project on a turnkey basis. Later on, it 
was decided that the role of the enterprises would be limited to that 
of the supply of equipment and machinery only. In this context, it 
was noted that it was not necessary to have entered into the con­
sultancy agreement with the firms. 

It is therefore essential for the public sector enterprises to en­
sure that services of foreign consultants are asked for only in cas­
es where it is inescapable and after a case has been fully established 

- for obtaining their services. 

The Ministry of Industrial Development etc. are requested to 
bring the above instructions to the notice of public enterprises under 
their administrative control. A copy of the instructions may please 
be endorsed to the Bureau of Public Enterprises. 

Sdl-
S. JAGANNARAYANAN, 

Under Sec'retary to the Govt. of India. 
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All Ministries 1 Deptts. of Govt. of India. 

Copy for informatiGA to 8lki H.rL. Ahuja, Under Secretary, 

Deptt. of Steel with reference to their O. M. No. 2,121-70 HEP­
Vol. nl dated 20th Dec. 1972. 

Sdl-

S. JAGANNARAYANAN. 

Under Secretary to the Govt. of India. 



APPENDIX IX ... 
(Vide recommendation at Seri~l No. M Page 54) 

EXTRACT FIIOM THE MINUTES OF THE 93RD MEETING OF THE BOAllJ) or 
DIRECTORS HELD ON 6-3-1972 AT RANCHI 

Item No. 3.2 : Delegation oj powers to the Managing Director, H.E.C. 

Underlining the need for, and the purpose of delegating ade­
quate powers to the Chief Executive, the Chairman explajned the 
existing scheme under which powers had earlier been delegated to. 
the Chairman. 

The Board of Directors considered the revised Note on the sub­
ject placed on the Table and passed the folloWing resolution:-

"Resolved that: 

(a) in supersession of the powers delegated by the Board of 
Directors to the Chairman, Heavy Engineering Corpora­
tion Limited, (vide resolution No. 2.3 of the 49th meeting 
of the Board of Directors held on 29-9-1965) the Board 
hereby delegate with immediate effect, under the provi­
sions of Article 92 (a) of the Articles of Association of the 
Corporation, to the Managing Director I Chairman. Heavy 
Engineering Corporation Ltd., respectively the powers: 
mentioned in Annexure-A. 

(b) the exercise of executive powers of the chairman. by Shri 
S. C. Vadera, Managing Director and Chief Executive of 
the Corporation from the date of his assump.tion of oftice 
as such, is hereby approved and ratified." 

Maftlllging Direct01' 

ANNEXURE A 

DELEGATION OF POWERS 

The Managing Director will exercise full powers in all matters: 
other than those listed in the Annexure to this resolution. 

In matters having substantial financial :implications or concern­
Ing the financial policy of the Corporation the Managing Director 
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will exercise his powers after consulting Financial Adviser and 
Chief Accounts Officer. 

~ 

2. These powers will be subject to the provisions of the Indian 
Companies' Act, 1956, the Memorandum and Articles of Association 
of the Company, and the policies laid down by the Board from time 
to time. The powers will be subject to budget proviSions. 

3. The Managing Director wUl have full powers to institute de­
fend, compound or abitndon legal proceedings or refer claims to ar­
bitration and execute powers of attorney and sign Vakalatnamas, 
Mukhtarnamas, plaints, written statements and all other documents 
and papers in connection with cases in Law Courts etc. for and on 
behalf of the Company. 

4. The Managing Director may sub-delegate powers conferred 
upon him by this resolution to the General Managers, Heads of Pro­
jects and other officers under him. 

Powers sub-delegated by the Managing Director to General 
Managers or others under this clause should be reported to the 
Board. 

Chairman 

5. In between two Board Meetings the Chairman may, in urgent 
matters or to meet an emergency, exercise the powers of the Board 
provided howe\er that an immediate report is made to the Board 
and ex-post fa.cto sanction or approval obtained where necenary. 

Annexure 

The following matters wUl require the approval of the Board of 
Directors. 

1. Budget 

Annual programmes of production I construction and estimates of 
capital and operational expenditure in respect of the Projects of the 
Corporation and any revisions thereof including alterations in the 
approved time schedules of Projects! Schemes. If a lump-sum pro­
vision is made in the budget for the operational expenditure on any 
item the detailed production programme should be placed before 
the Board as soon as ready and before incurring any e"penditure. 
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2. Pe1'sOtanel 

(i) Sanctions to organisational set-up and standard force with 
pay scales in the projects, head office and township. 

(ii) Sanctions to creation of posts in scales the maximum of 
which exceeds Ri. 2000/- per month. _ 
NOTE:-It will not be necessary to obtain the Board's ap­
proval for the creation of a post which has been approved 
in the Organisation set-up, if the pay scale is also ap­
proved as part of the Organisation set up. 

(iii) Appointment requiring Government approval under arti- , 
cle 91 (b) of the Articles of Association or to posts in scales 
the maximum of which exceeds Rs. 2oo01-a month. 

(iv) formulation of rules and regulatoins relating to recruit­
ment, placement, promotion, deputation, other conditions 
of service and disciplinary action and changes therein. 

(v) Any changes in the wage structure and scales of ~ay in 
force. 

(vi) Policy matters relating to Bonus special pay and allowances. 

(vii) Number and terms of appointment of foreign technicians 
and training of personnel abroad. 

3. Works 

(a) Estimates 

(viii) Any estimate above Rs. 10 lakhs not included in the annual 
production programme and all estimates for works not in­
cluded in the approved budget for the year. 

(ix) All estimates above Rs. 20 lakhs in value in case of pro­
jects where the sanction has been given by components. 

(x) Any deviation resulting in substantial modification in andl 
or the scope of any components part of the project for 
which sanction has already been given by competent 
authority . 

. (xi) Items which require approval of the Government under 
article 91 (b) of the Articles of Association. 
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(.a) Aa also excess over approved estimates exceeding 10 per 
cent for any particular component part where the sanction 
has been given by components. 

(b) An estimate not forming a part of a component indicated 
in the approved Project Report. 

(b) Sanctions 

(xii) A project report and estimates as a whole for expansion 
of eXistillg facilities of the projects or for establishment 
of new units and facilities. 

(xiii) The placing of orders or the incurring of any commitment 
if; 

(a) the project report has not been sanctioned. 

(b) the component of a sanctioned project report has not re­
ceived the approval of the competent authority. 

4. Contracts 

(xiv) The award of contracts of the value of Rs. 20 lakbs and 
above torming, a component of the Project Report already 
sanctioned. 

(xv) Any contracts and/or commitments involving a period 
longer than 3 years and of a v~lue exceeding Rs. 20 lakhs 
in each individual case except for commodities for which 
statutory price controls are in existence. 

NOTE: This will not apply to contracts for works and 
equipment. 

(xvi) Any major alteration of or departure from the terms 
of contracts of value exceeding Rs. 20 laIcbS and likely to 
result in additional ways and means obligations. 

(xvii) The acceptance of disputed claims over the value of Rs. 
5 lakhs when they do not involve foreign exchanae and 
over the value of Rs. 2 lakhs when they involVe foreign 
exchange. 

5. Modifications cmd ftep1acement. 

(xviii) Formulation and prescription or norms and standards and 
alterations therein. 

(xix) Any additions, alterations and modifications to and existing 
asset and to replacements 0.1 existing assets over Rs. 5 
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lakhs which are not included in the approved production 
programme of the year. 

6. N arms and Standards 

7. Write off 

(xx) the write off of any items of stores, equipment tools and 
plants and materials, other than raw materials above the 
value of Rs. 1 lakh in each case. 

(xxi) The write off of any raw material shortage exceeding pres­
cribed limits and exceeding Rs.· 1 lakh for each material. 

(xxii) The write off of the shortage of cash. 

8. General 

(xxiii) The grant of compensation to other than company em­
ployees arising from any cause. 

(xxiv) The sale of alienation in any form of any immovable pro­
perty vested in the Company. 

(xxv) Any grants or donations or ex-gratia payments not arising 
from recognised rules relating to amenities and welfare 
over Rs. 5,000 in each case and Rs. 50,000 annUally. 

(xxvi) Settlement of claims against the Company from any cause 
not provided for i·n any other items of these rules exceed­
ing Rs. 25,000 subject to a maximum of Rs. 2,50,000 in 
a year. 

(xxvii) Allotment policy relating to Corporation land. 

(xxviii) Any expenditure on an object which has not been pre­
viously recognised as fit object for expenditure by the 
Company. 

(xxix) Cash creditlover draft arrangements with Banks. 

(xxx) Policy matters connected with rates including pricing 
policy, discounts, rebate etc. 

(xxxi) Grant of loans to Contractors, Suppliers etc., and advances 
above Rs. I lakhs to Contractorsl Suppliers not covered by 
contractual terms. 



APPENDIX X 

(Vide Recommendation at Serial No. 33, Page 72) 
COpy 

No. 313172-Pdn. 

MINISTRY OF FINANCE 

BUREAU OF PUBLIC ENTERPRISES 

MAYUR BHAVAN, CONNAUGHT CIRCUS, 

New Delhi, the 4th August, 1972. 

OFFICE MEMORANDUM 

SUBJECT: Eighteenth Report of the Committee on Public Under-
takings (Fifth Lok Sabha) on Heavy Engineering Cor-
poration Limited. 

The undersigned is directed to say that the Bureau of Public En­
terprises has considered recommendation No. 20, para 11 in consulta­
tion with the Ministry of Steel & Mines (Department of Steel). In 
this connection it is stated that it has come to Government's notice 
that a public Sector Corporation imported certain design documenta­
tion which were either already in possession of another Public Se -
tor enterprise or which were not utilised since the componentslcom­
pleting equipment for which the design documentations were meant 
were actually imported, resulting in infructuous expenditure. It is, 
therefore, requested that all Public Sector enterprises now in opera­
tion as well as these to be set up in the near future should ensure that 
no omnibus commitment in respect of design documents is entered 
into which would oblige an enterprise to import designs and drawings 
irrespective of their need. 

The Ministry of Industrial Development etc., are requested to 
convey the above instruction to the Public Sectoc Enterprises under 
their administrative control and a copy of the order endorsed to the 
Bureau of Public Enterprises as well as to the Ministry of Steel & 
Mines (Department of Steel) for their information. 

Sdl-
(S. JAGANNARAYANAN), 

Under Serretp:ry to the G01)ernment of India. 
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To 

Ministries and Departments of· Govt. of India. 

Copy forwarded for information to: 

Ministry of Steel and Mines (Department of Steel) with reference 
to their O.M. No. 2-21170-HEP, Vol. UI, dt. the 29th July, 1972. 

Sdl-
('5. JAGANNARAYANAN), 

Under Secretary to the Government of India. 



APPENDIX XI 

_(Vide Recommendation at Serial No. 48, Page 110) 

COpy 

No. 21/1(B)/72-BPE/MM 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

BUREAU OF PUBLIC ENTERPRISES 

MAYUR BHAVAN: 7m FLOOR 

New Delhi, the i14th SeptembelJ', 1972. 

OFFICE MEMORANDUM 

SUBJECT: Organisation and set up of MaterioJa Managentent Depart-
ment in Public Sectcrr Undertakings. 

The Committee on PubHc Undertakings had mad~ a reemnmenda­
tion in its 40th Report (3rd Lok Sabha) that the present organisa­
tional set up for materials management in different public enterprises 
should be reviewed to examine, as to what exto.nt these require modi­
flCation to suit the requirements of each undertaking, to ensure eftec­
tiv~ control. The Committee expressed that while it was difficult to 
suggest any ideal organisational pattern which would suit all the 
public enterprises, it was in favour of the enterpri~s having an inte­
grated organisation of materials management functions under the 
cverall control of a person of sufficiently high status as that of the 
head of the Finance or Production Department. 

In this conne:-tion the Bureau of Public Enterprises under its 
O.M. No. 9(28)IFII671Cir. Adv(P)-6 dated 16-10-67, request the ad­
ministrative ministri~s to advise the public sedor enterprises to set 
up proper Materials Management Department under the overall con­
trol of a person who should be of sufficiently high status as the head 
of the Finance or Production Department. 

It was further stressed vide O.M. No. 131Mainl69-BPEIMM, dated 
20-3-1971 that every public sector enterprise should set up an In-
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ventory Control Wing or Department properly manned and super­
vised by a Senior Officer with full knowledge and experience of in­
ventory control He should be responsible to report the position of 
inventories to the management of the enterprise from time to time 
and also suggest remedial measures. It, however, appears that some 
of the enterprises have still not aken suitable action in this direction. 

The Committee on Public Undertakings (5th Lok Sabha), while 
examining one of the enterprises recently came across a number of 
defective and ill-planned purchases and have remarked that such 
cases coming too frequently to their notice are symptomatic of a 
deeper malady. The Committee have recommended that Government 
should ensure that officers who are ini,tially put in charge of stores 
& procurement are persons of experience and provent integrity, so as 
to give a sound start to the enterprise in the matter of inventories 
and procedures for purchaSe etc. 

Ministry of Industrial Development etc. are, therefore, requested 
to advise the public enterprises under their administrative control, 
to review their present organisational set up of Materials Mnnage­
ment and suitably modify the same where necessary. It should be 
ensured that the officers put in charge of stores and procurement, are 
persons ,of experience and proven integrity. The public enterprises 
concerned may be requested to send a report on the progress of action 
to the administrative ministry with a copy to the Bureau. by 31-12-72. 

Sdl-
R. K. RAY, 

Adviser (Prodn.). 



APPENDIX XU._ 

(vitU para 7 of Intro:1uction) 

. Analysis of Action Taken by Gowrlfltllnt on the ~ «IfII1JIbMd in til 
lh,htunth Report of tilt Committee on Public Und.,-taki"" (4th lAIl SahIuI). 

1. Total number of Recommendations 58 

11. Recommendations that have been accepted by Government 
(vide recOmmetldation at Serial Nos. 3, 4, 6,7, 8,9, 10, 
II, 13. 14. IS. 17, 19. 21, 22, 2S, 26, 29, 31, 32, 33, 34, 
35, 36, 37, 38, 39, 49. SI, 52, S4 and 56) 

III. Recommendations which the Committee do not desire 
to pursue in view of Government's reply (vide recom­
mendations at Serial Nos. 1, S, 12, 16, 18, 20, 24, 27, 28, 
40 ,41.42,43.44.45.46.47, S0, 53. 55.57 and 58) . 

}\'. Recommen' ationl in respect of which rePlies of Govern-
ment have not been aecepted by the Committee (vide 
recommendations at Serial NOl. 2, 23, 30 and 48) • 
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