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INTHODUCTJON 

I, the Chairman,-Committee on Public Undertakings having been 
authorised by the Committee to present the Report on their behalf, 
present this Twenty-first Report on Bharat Heavy Electricals 
Limited. 

2. This report is based on the comprehensiv~ appraisal of the 
working of the Bharat Heavy Electricals Limited, done by the Comp-
troller and Auditor General of India as contained in the Central 
Government Audit Report (Commercial) 1970 Part IX and also on an 
examination in depth of the working of Bharat Heavy Electricals 
Limited upto the year ending 31st March, 1971. 

3. The examination of the Bharat Heavy Electricals Limited 
was taken up initially by the Committee on Public Undertakings in 
1970-71. The Committee on Public Undertakings (1971-72) took 
evidence of the representatives of the Bharat Heavy Electricals Ltd. 
on the 1st and 2nd December, 1971 and of the Min.istry of Industrial 
Development on the 8th and 9th February. 1972. 

4. The Committee on Public Undertakings considered and adopt-
ed the report at their sitting held on the 24th April, 1972. 

5. The Committee wish to express their thanks to the Ministry of 
Industrial Development and the Bharat Heavy Electricals Limited 
for placing before them the material and information they wanted 
in connection with the examination of Bharat Heavy Electricals 
Limited. They wish to thank in particular the representatives of the 
Ministry and the Undertaking who gave evidence and placed their 
considered views before the Committee. 

6. The Committee also placed on record their appreciation of the 
assistance rendered to them by the Comptroller and Auditor General 
of India in connection with the examination of the Audit paras per-
taining to Bharat Heavy Electricals Ltd. 

NEW DEI,HI: 

April 24, 1972 
Valsafaia4~-1894T§) 

M. B. RANA 
Chai'Tman 

Committee o.f Public Undertakings. 
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INTRODUCTORY 
The Bharat Heavy Electricals Limited was incorporated on 

November 13, 1964 as a new company to take over the management 
and control of the following Units from the Heavy Electricals (India) 
Ltd., Bhopal:-

(i) Heavy Electrical Equipment Plant (HEEP) at Ranipur 
near Hardwar in Uttar Pradesh; 

(ii) H!,!avy Power EquipJIlent Plant (HPEP) at Ramachandra-
uram near Hyderabad in Andhra Pradesh; and 

(iii) High Pressure Boiler Plant (HPBP) at Tiruverumbur 
near Tiruchirapalli in Tamil Nadu. 

1.2. The new Company namely, Bharat Electricals Ltd. com-
menced business with effect from November 17, 1964. 

A. Heavy Electrical Equipment Plant, Hardwar 
1.3. The Heavy Electrical Equipment Plant at Ranipur near 

Hardwar, set up in collaboration with Mis. Prommashexport, USSR, 
will be the largest of all the electrical plants in the cQuntry. Th(' 
construction of this plant was commenced in 1964. This Unit was in-
augurated on January 3, 1967 with the manufacture of flame proof 
electrical motors. The Plant has been set up with a capacity to m,!lnu-
facture yearly 1.5 million KW of steam turbines and turbo-alterna-
tors, 1.2 million KW of hydroturbines and generators and 0.515 mil-
lion KW of large size electric motors and associated control equip-
ment. The steam turbine sets will be initially of 100 MW capacity 
each and later on sets of 200 MW and 300 MW each will be manufac-
tured. The value of annual output at full rated capacity will be 
Rs. 968 million. 

B. Central Foundry Forge Plant, Bardwar 
1.4. Consequent upon the recommendation of the Committee 

of Experts appointed in November 1960 for setting up of Foundry 
Forge Plant, the HE(l) L, Bhopal was authorise!d to prepare a 
Detailed Project Report for establishing a Foundry Forge Plant at 
Hardwar. The Project Report which was finalised m October.. 1964 
envisaged setting up of presses of 1,000 tonnes and 4,000 tonnes 
capacity at an estimated cost of Rs. 20.57 crores and the township of 
Rs. 2.5 crores. The Project Report was approved by Government of 
India in March, 1965 and it was to be treated as a detailed feasibility 
study pending its examination by Consultants. In May, 1966 the 
Company entered into a collaboration agreement with Mis. 
Schneider, a French firm for technical study of the economics of 
the Project and for providing engineering services and production 
know-how. On the basis of the technical Report received in Febru-
ary 1967, from the Collaborators, Project capital cost was revised 
to Rs. 28.36 crores. 



C. Heavy Power Equipment Plant, Jlyderabad 

1.5. The Heavy Power Equipment Plant at Ramachandl'apuram, 
Hyderabad was set up in collaboration with Skoda export, USSR. 
The construction of this Plant was commenced in 1963. This plant 
was inaugurated in December, 1965. The Plant bas been designed 
for an annual output of about 0.9 million KW of steam turbines and 
generators upto unit sizes of 110 MW capacity, and associated auxili-
aries like boiler feed pumps, heaters, condensate pumps, etc. The 
plant will also manufacture radial and axial turbocompressors with 
driving turbines for steel plants and chemical plants, small turbo-
sets for industrial use, package power plants and an extended range 
of industrial and power station auxiliary pumps. The value of annual 
output at full rated capacity will be Rs. 380 million. 

D. Switchgear Unit, Hyderabacl 
1.6. The need to set up a separate Unit for production of air 

blast and minimum oil circuit breakers was felt as the circuit 
breakers manufactured at Heavy Electricals (India) Limited. 
Bhopal in collaboration with MIs. AEI of England were not 
generally found acceptable. It was also envisaged that main 
plant at Bhopal would concentrate its manufactUling activities 
on transformers, capacitors, traction/industrial motors, water I 
steam turbo generators etc. thus, gradually discontinuing the 
manufacture of circuit breakers alt,ogether. Accordingly in July, 
1964 a proposal for technical collabora~ion with MJ.s ASEA of 
Sweden for the manufacture of Air Blast Circuit Breakers of 132 KV. 
230 KV and 400 KV, was approved by the Government of India. It 
was also proposed to take up the manufacture of Minimum Oil Con-
traction Breakers at this Unit at a later stage. The formal agreement 
of collaboration with Mis. ASEA was finally signed in April, 1965. 
The total investment for the first stage of this Plant to cover the 
manufacture of Air Blast Circuit Breakers was estimated at Rs. 227 
lakhs. Sanction of Government for the execution of civil eng~neering 
works of the factory at an estimated cost of Rs. 82.5 lakhs was 
received in March, 1965 and site levelling work was taken up there-
after. This project went into production in October, 1966 for the 
manufacture of air blast circuit breakers. 

E. High Pressure Boller Plant, Tlruchy 
1.7. The High Pressure Boiler Plant, Tiruchy has been set up iJ; 

collaboration with Skodaexport, USSR, designed for an annual OUL-
put of 30,000 tons of finished boiler house equipment, which will 
match a power generating capacity of 0.75 million KW. The value of 
annual output at full ra~ed capacity will be Rs. 250 million. The 
equipment includes the main stream raising plant, economisers, air-
preheaters mechanical and electrostatic preCipitators, vapour and 
draft fans,' coal pulverising mills. high pressure pipings, valves and 
other fittings etc. 

The construction of this Plant was commenced in 1963 and the 
Plant was inaugurated in May. 1965 when the production of valves 
was commenced. 
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1.8. The working of the Bharat Heavy Electl'icals Ltd. was exa-
mined by the Committee on Public Undertakings in 1966-67 in 
their 39th Report (Third Lok Sabha-March, 1967). Action taken by 
Government on the recommendations of the Committee is incorpo-
rated in their 16th Report (Fourth Lok Sabha-April, 1968). 



II 

HEAVY ELECTRICAL EQUIPMENT PLANT, HARDW AR 
A. Capital Expenditure 

AGREEM~:NTS 

(a) Inter-government.al. agreement 

2.1. On 12th September, 1959 an agreement was signed between 
the Government of India and the Government of USSR for render-
ing technical assistance in the construction of separate industrial, 
agr~cultural and other enterprises during the Third Five Year Plan. 
Out of the total credit of. about 1500 million Roubles (repayable in 
12 instalments at an interest of 2.5 per cent per annum) available 
under this agreement. a sum of 29.39 million roubles was allocated to 
the Heavy Electrical Equipment Plant, Hardwar. The Project placed 
orders for drawings equipment, etc. valued at 28.53 million Roubles 
(Rs. 21.16 crores). 

(b) Agreements with consultants 

2.2. (i) The three agreements executed on 23rd May, 1964 with 
Russian Collaborators-Mis. Prommash-export, in pursuance of the 
Inter-governmental agreement, envisaged that the Collaborators 
would deliver the drawings, machinery and equipment for the pro-
duction of Medium and Heavy Electric Machines (515 MW), Steam 
Turbine and Turbo Generators (1500 MW) anq Hydro Turbine and 
Generators (1200 MW) in the phased programme as given in the 
agreements. The Collaborators, however, did not supply equipment 
and drawings according to the agreed phased programme. The deli-
very schedules agreed to in the discussions held later (in February, 
1968, December. 1968 and March. 1969) were also not followed in 
some cases with the result that due to non-receipt of machinery, 
equipment. etc .. in time, the erection of certain items has bE"en lis 
likely to be delayed considerably. 

2.3. During the period from October. 1965 to December, 1968 the 
Company had also pntered into with Mis. Prommashexport 16 con-
tracts for the supply of components and 3 contracts for the supply 
of technological documf'ntation for the manufacture of power equip-
ment, preparation of renorts on stag~-wise development of produc-
tion and organisation of production, preparation of Project Report 
and supply of working drawings for the Stamning Unit, Of these, 
there has been delay In completion of supplies in respect of 11 con-
tracts. 

2.4. Durin~ evidence. th€' Committee desired to know the extent 
of delav that had occurred in the £'1"Pct;on of machinery du€' t.o non-
receipt of drawings, machinery and f'ouiompnt in time from the 
Russian ('o~laborators. ThE" Chairman. BREI., stated that there were , 
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some cases where delay in supply had been as much as one year to 
eighteen months. He also brought to the notice of the Committee 
one specific instance where production of the Undertaking was to 
some extent hampered due to delay in supply of equipment. He 
informed the Committee that there was delay in supply of vaccum 
pumps for making coils and as a result they could not \Tlake coil for 
some of the motors. 

2.5. In a written reply after the evidence, the Undertaking 
furnished an illustrative list (Appendix I) of critical machinery and 
equipment whicR were delayed ranging from 6 months to over 
three years. 

As regards steps taken by the Management for expediting the 
supply of equipment by the collaborators, the Committee were 
informed that these delays were taken up in several periodical meet-
ings by the senior officers of the Ministry of Industrial Development 
with the Soviet Economic Counsellor. Delhi during the year 1967 and 
1968. Meetings were also held by the Minister of Industrial Develop-
ment with the Ambassador of the USSR in India and these meetings 
were attended by all the top executives of the various Soviet-assisted 
projects. Further these were followed up durin~ the visits of Indian 
Delegation to USSR. includinj;{ the visit of the Minister of Industrial 
Development to USSR in October. 1967 and the visits of Chairman. 
BHEL in December. 1964 as well as in June. Hl67. A similar follow-
up was done when Soviet delegations visited India and such visits 
took place in January. 1966. March, 1967. February, 1968, December, 
1968, December, 1969 and Jul~ August, 1971. 

2.6. Asked about the finance implications of such delays. Chair-
man. BHEL, stated that in a large product like BHEL (Hardwar Pro-
ject)' there were many factore:: whiclt were inter-linked in the com-
pletion of and bringing into Commission a particular e~uipment. It 
was difficult to pinpoint (>xactlv how much of finan~ial losses occur-
red because of the'delllvs in thp suoply of the eaulpment. Even on 
the civil en~ineerin~ side some of the hlocks had p:ot delaved as much 
as 18 months to two years due to the fact that at that particular 
time, the supply of steel in the country became rather difficult. 

2.7. Durin~ the eviden~e of the Ministry of Tndustrial Develop-
ment. the representative of the Ministry also stated as follows:-

"It is no doubt true that then" was som~ dclnv in d~1iverics bv 
our collaborators in the casE' of Hardw~r Unit. :Rut t.hen. it is n(')t 
POl:;sible f'xlfctly to dC'fine or delineatf' what art" thf' financial impli-
~at;ons of these delavs becausE>, for financial imnlkations. we hav,. 
to look at the s"'ver:>l ('auses of the df']av. Artf'r ::.11. this is not th,.. 
olllv calIse of riplJ'lv. Delavs can beoccP!':ioned bv thp non-availabilitv 
of mRtchinll step]: it CRn }->P due to problems in tranc;nortation (l':ome 
,.bmages in tranl':it take oIR"'e) we hllvP got to (let tbp vital nRrt!'; 
Wbi,..h f10 to comnletp a particnlar constTllction or f'TPction and if it 
i., mis.,ing we get heM un. So, there have been several causes for thp 
delav."· . ~' --. 

2.8 ,",p witness fu.-theY' infol'tnptJ'f'w 'C(')mmHtpp thAt delav (,)'l 

the part of R11ssian conab(lr'a'ttJtS~()('('nM'f"d hpc~us~ Russians had to 
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arrange supplies from 53 plants spread all over their country. 
Different kinds of items had to come from different plants and co-
ordination of supplies at one point for all these 53 plants was a little 
difficult. 

2.9. In the absence of any provtsion in the agreementg with 
Russian Collaborators for the levy or penalty, no action could be 
taken by the Company against the Collaborators. The Committee on 
Public Undertakings iJ:! their Thirty-ninth Report (Third Lok Sabha) 
on BHEL had recommended in para 48 that "in spite of a provision 
in the agreement regarding the timely supply of foundation draw-
ing, these have not been received aCl:CJrding to stipulation in the 
agreement. The inclusion of a penalty clause in an Agreement might 
have a salutary eft'ect in preventing dalays. Possibility of including 
such a provision in the future contracts might be examined. 

2.10. In reply to this recommendation the Government of India, 
Ministry of Industrial Development stated (November, 1967) that 
non-inclusion of penalty clause in the agreements executed with 
MIs. Prommashexport seemed to be an 'inadvertent omission' and 
more care would be exercised in future. It is, however, seen that no 
penalty clause has been incorporated in the agreements entered, with 
the app-roval of the Government, even after this date i.e. Novem-
ber, 1967. 

2.11. The Management informed the Government in July, 1969 
i.e. after about two years, that while the Collaborators har;l not 
agreed for inclusion of a penalty clause in the agreeplerit. the sup-
pliers of raw materials had agreed for the same provided the Com-
pany accepted the liability for damages due to delay in the establish-
ment of letter of credit and bank guarantee. As the Management 
were not agreeable to accept this liability. th~y did not press for 
inclusion of a penalty clause even in the latter agreements. 

2.12. The Ministry then stated (September. 1970) that the 
penalty clause was not incorporated in the agreements as the equip-
ment had been imported against credit made available by a foreign 
country in the spirit of mutual goodwill. 

2.13. In this connection the Undertaking in their written reply 
furnished after the evidence stated as follows:--

(a) The question of insertion of a penalty clause was off and 
on discussed with the collaborators. After November, 67 
the question of inclusion of a penalty clause was taken up 
with the collaborators but they were not agreeable to 
accept this clause in the agreement. 

(bY When the question of penalty clause was raised with the 
collaborators. they at Ont" time had mentioned that there 
were delays in opening of letters of credit which result in 
losses to them O{1. account of storaJle charges and port 
charge!'; at the port of despatch and tperefore, they wnuld 
like a counter penalty clause to !Je included on· that 
aecount also in the agreement. . .. 
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The opening of letters of credit involves:-
(i) Allocation of foreign exchange; 
(ii) Gran! of import licence; 

(iii) Attes.tatio-n of list of goods by the C.C.!. 
(iv) Obtaining of Bank guarantee Government guarantee for 

deferred cre~t payment. 
These processes take quite time, in some cases 3 to 4 months, 

before a letter of credit is established. The question of streamlining 
the procedure so that letters of credit can be opened expeditiously 
is stated to be under consideration of the Ministry. 

(c) ·The agreement provide that the delivery would be com-
pleted within a specified period after the operyng of letter 
of credit. As already stated, the collaborators are not 
agreeable to the inclusion of a penalty clause in the con-
tract/ agreement. 

2.14. During the evidence of the Ministry of Industry also, the 
Committee pointed out that although it is the normal business prac-
tice to have a penalty clause, there was no such clause in the alUee-
ments for Hardwar Plant. The representative of the Ministry of 
Industrial Development stated as follows:-

"In the beginning, we insisted on a penalty clause being 
incorporated in the agreement. On this, the Soviets said, "a:11 
right, if you want to insert a penalty clause in the agreement, 
we would be wanting you to give certain guarantee regarding 
the opening of a letter of credit and if YQU fail you will have 
to pay us, in return, that is where this liability for damages 
aros~". When this arose, actually, it was originally felt by the 
Undertaking that this would be a difficult condition to accept, 
because sometime we have our own procedural delays in open-
ing a letter of credit to accept a blank commitment that we 
would also stand liability for damages for delay in opening a 
letter of credit would be difficult. We did not want to accept 
this kind of commitment. Later on. however. they did not 
persist because they changed the stand. They said, "we will not 
be able to enter into any kind of agreement where you 
insist on a penalty clause". Ultimately, it was given up, be-
cause the SO"l[iet themselves gave up this line of thought. 

This matter ultimately came up for discussion and there 
was finally a protocol drawn up in this regard. This was drawn 
up in March. 1971 and at that time ,they re-emphasis~d the 
original point that they have been making that they cannot 
enter into any kind of penalty clause. For instance, in respect 
of Hindustan Steel, Bhilai and IDPL the agreements for sup-
tiations. This was a broad pattern of their agreement and they 
plies do not include any penalty clause. One of the prinCiples 
was that solution to all issues would be made by mutual nego-
would not like to have a penalty clause brought in because 
that would cloud the issue of mutual negotiations." 

2.15. The Committee wanted to know how it was guaranteed that 
the goods would be received in time from the Collaborators when 
L,'B(1)) lLS~ • 
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there was no penalty clause in the agreement. The witness replied:-
"The problem that we had to face was first of all we had 

to get into these agreements at the time when we needed this 
equipment and we !tad to make arrangements under their soft 
loan agreement. The point was wherever there is a compe-
tition from others, it would be possible for us to insist on 
penalty clause but in cases where we are more or less driven 
to a wall-as it were-we cannot include this clause. We can 
no doubt try to get this clause entered into but if they do not 
agree to it, the mutual negotiation is the only answer to this." 

2.16. The Committee were, however, informed that the penalty 
clause has been includeg in the agreements execug-d with Cumbus-
tion Engineering Co. and Mis. Nuovo Pignoe Co. In some other cases 
also they got this clause entered into the agreement. 

2.17. The Committee note that the delivery schedules were not 
strictly followed by the collaborator with the result that there was 
delay in erection of equipment and going into production. The delay 
ranges from six months to three years and naturally has caused con-
cern to the Committee. The Committee also find that as Is usual In 
such agreements with Russian collaborators, no penalty clause was 
provided for delay in supply of eqUipment. One of the reasons ad-
vanced for non-provision of the penalty clause is that the Russians 
desired to have a counter-penalty clause if there was delay In open-
ing of letter of credit. The Committee would suggest that Govern-
ment ,may examine the matter in all Its aspects to ensure that delays 
of the nature that occurred in the present undertaking do not recur. 

B. Project Estimates 
2.18. The followinj;( table indicates the capital investment as per 

the Detailed Project Report, the revisions made from time to time 
and the progress of expenditure up to 31st March 1969:-

ABper 'FIl'!lt Rooond Third Fourth Pro. Total 
Sl Pl\rtioall\~ Dot&U. Ex ... r. Exer- Rxor- E""r- ~ expeotAld 
No. Projeot aiRO oill'6 <110 ... aiM oC oxpea· 

Report (.Tul~. ( Allril. (000- (Dna- Ax""n. d1ture 
(.Juno. 11)63) 19M) emm. ember, dltul'O 
196.1) 11165) IIN16) ~, 

1_ 

2 1I 4 II 6 '7 8 9 

1 (Jon_trnction works .• 1,II3R· RR 1,383·1R 1.3/19·31 1,337'86 1,300,43 1,258,18 1,482'29 
2 M~ohlllCl!~nd equip. 

1\,384'l!O mAnt 4.182·13 3,242·87 3.RR7·111 4,:12110111 1I.46IS·29 4,329·112 
3 Work. for the plant 

101·46 ont...ldn plo.nt. bnnndB'V 110·00 102·00 86·00 RI1·00 86·62 42-111 
4 All mluistmtlnn and 

Toohnlcal Rn""rviBinn 28rH16 362·011 38/1·61 397·00 4M·40 818·07 1,184-99 
/I r.onUnj!oncl ... 313·06 140·1\r. IM·81 106·00 166·00 • II(H)() 

6 Ont...ide workoo oth~~ 
than for plant .. 729·00 '179·00 '77'1·00 '1118''78 76R·78 382·34 '786·13 

'I P"ferred revenne .. x-
Jl"Ildltnre trILln!ng of 

396·'111 148·91 203,06 oporatiool\\ porsoonn\ 2fI6·00 330·00 :l~3·00 317·00 
8 Bu.pense tralJJlaotion 

36110119 (AdvaneM and!ltorn!l) 

ToTAL .. '7,403·13 6.342·M 6,803·86 '7,388·41\ 8,1199'1'7 7,348·26 9,171·113 
, 

.lhJIIIDdlt .......... tlng to 'col)tingonol< .. ' ltand.ll)ohlCt,,.. II) itern NOlI. 1, 23 and 6. 
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2.19. The variations between the project estimates given in the 
Detailed Project Report and the First Exercise were stated to be 
mainly due to non-adoption of Uttar Pradesh Public Works Depart-
'11ent's rates in regard to construction works which were lower, and 
lough approximation of the deferred revenue expenditure and the 
value of plant and machinery by the Consultants. However, the pro-
ject estimates given in the First Exercise were revised in April, 1964 
on the basis of fresh assessment of requirement of plant and machi-
nery; and in December, 1965, on the basis of increase in customs 
duty, general rise in costs and actual position of orders for indigenous 
and imported machines. Consequent upon devaluation of Indian 
Rupee, a further revision of project estimates was made and sub-
mitted to Government in December, 1966. 

2.20. In February, 1970, i.e. after a period of about 3 years 
from the submission of revised project estimates in December, 
1966, Government have accorded sanction for Rs. 8,376.36 lakhs 
as against the total revised estimates of Rs. 8,599.27 lakhs towards 
the cost of the Project with the condition that this estimate should 
not be exceeded. There was, thus, inordinate delay in finalising and 
sanctioning the project estimates. The Committee on Public Under-tak-
ing in para 77 of their 39th Report (3rd Lok Sabha-Mrach, 1967) also 
commented upon the delay in sanctioning the project estimates of 
the Hardwar Project and desired that suitable action should be ta-
ken against defaulting officials vide their 16th &~ort (4th Lok 
Sabha-April, 1968). 

2.21. The Ministry informed Audit in August. 1970 as foHows:-
"These revised estimates were examined in consultation 

with the Ministry of Finance and the Bureau of Public Enter-
prises which took some time. As no particular official was res-
ponsible for the delay. the question of punishing any defaulting 
officer in this connection, does not arise". 

2.22. The progressive expenditure as on 31st March, 1969 (given 
in the above statement on page 14) indicated that even before the 
receipt of the sanction. the expenditure against administration and 
technical supverision had far exceeded the amount provided for it in 
the latest revised estimates. In view of re-scheduling of the produc-
tion programme and construction schedule, the Management estima-
ted in June, 1969 that the cost of project would further increase to 
Rs. 9,171.53 lakhs resu1tin~ in an increase of Rs. 795.17 lakhs over and 
above the sanctioned estimates. Out of this increase, Rs. 748.99 lakhs 
would be under the head 'Admin'stration and Technical Supervi ... 
sions". The Ministry have attributed (July 1970) the following reasons 
for excess expenditure under this head:-

(a) "Provision t'or interests on capital loans and other ex-
penses not provided in the estimates: Rs. 388 lakhs. 

(b) Inadequate provision of depreciation: Rs. 90.96 lakhs. 
(c) Provision had been made for common departmental ex-

penses upto September. 1967 only in the project esti-
mate whereas it should have been made upto the likely 
date of the completion of the project including installa-
tion of the unique. heavy and special equipments;. This 
resulted in an underestimate of Rs. 270.03 lakhs. 

L/B(D)1LBS~(a) 
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2.23. Subsequently in a written reply the Committee were in· 
formed that the Project Estimates had been further revised in ,Feb-
ruary, 1971. According to the revised estimate as approvec\ by . the 
Board in 51st meeting held on 29-10-1971, the C03t of the factory was 
estimated at Rs. 9040.71 lakhs and of township at Rs. 772.08 lakhs. 

Thus as against the first estimates of Rs. 63.43 crores proposed 
by the Undertakings/Government in July, 1963 the project is now 
estimated to cost Rs. 98.13 crores i.e. an increase of 5510. 

2.24. During the ev:dencc of the Ministry of Industrial Develop-
ment. the Committee enquired about the normal fme taken for sanc-
tion of the C'3t::nltes of the project by the Goverr.ment, the represen-
tF.! tiv~ of the Ministry stated that it depends on the size of the project, 
and no uniforn1 time could b(~ indicated. He. however. admitted that 
;n this C1:C, there \<Vel" a considerable' cJ21;3Y en t11:- part of Goyernment 
in de:icl~n"! the:e c;;jim;, :,~.;. I~ v;ps cmLindcd that the proposal had 
been exr.m:r.eu by the v9rious DepH:ments t.'iz. Ministry of Finance, 
Bureau of Public En',crprif"cs etc. and thr..v t00k time in deciding the 
issu2. The MiLhtry have further stnt~d t"at ddny v..:as occasioned by 
the time tak(!n in the revi,.ions inc11lding those on account of devalua-
tion and examination of details which thrc\'.'-~p queries that had to 
be furnished with answers which nt tim:'" rais2d more points calling 
for clarification. 

2.25. The Committee pointed that whilc the estimates of the Pro-
ject had been und':'r consideration of Government, major portion of 
exp::-ndibre had already been incurr8d hv l\/Jrmagement in anticipa-
tion of the sanction. Asked about the control. exercised by the Ministry 
in this regard, the representative of the Ministry stated as follows:-

"The actual control on the expenditure was exercised by 
the Governmnet through the annual sanctions that were being 
given during this period. Every expenditure that the Under-
taking incurred has to be covered by the budget. They come 
to the Government with the annual budllet and this budget was 
passed by the Government (Le .. the Ministry of Industrial 
Development) in consultation with the Ministry of Finance. 
Year after year, the expenditure incurred is based on the year's 
budget that is approved. So. by and large. the control on the 
actual expenditure had. in fact, been exercised by the budget 
sanction. When the budget sanction was given it means we 
sanction this expenditure. Ultimately, we did impose this kind 
of clause. But this kind of general clause is imposed occasio-
nallv. The expenditure has not been exceeded under the head 
of "Expenditure" except under one head and that was "Ad_ 
ministrative and Technic::)l Supervision". Under this head, 
again the maior excess of expenditure was due to certain in~ 
tprests payable which came un later. Originally. there was an 
indication that no interest was to be computed. But, subse-
quently the Government in the Ministry of Finance, as a gene-
ral nrinciple, had indicated that interest charges amounting 
to R~. two crorf''> had to bp debited. So, accordinRly, this was 
the liability that suddentlv led to that increase of expenditure 
i.e., lCiAdmi~istrative and Technical Supervision". --
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2.26. The Committee take a serious view of the fact that it took 
Government more than three years to sanction the estbn.a.tes submit-
ted by BHEL in December, 1966. It Is regrettable that in spite of the 
recommendation of the Committee on PubUc Undertakings in their 
39th Report (1967), that Govemment should accord its sanction to the 
estimates without any delay, no serious efforts were made to expedite 
the sanction of these estimates. It had been admitted that there was 
considerable delay on the part of Government in sanctioning these 
estimates. However, no reSl)Onsibility has been fixed for this delay 
as suggested by the Committee in their 16th RepoTt(1967-68). Accor-
ding to the Ministry these revised estimates were examined in consul-
tation with the Ministry of Finance and the Bureau of Public Enter· 
prises which took some time. As no particular officer was responsible 
for the delay the question of punishing any delinquent oftlcer in this 
connection does not arise. 

The consultation among the various departments of the Govern-
ment of India can hardly justify the delay af more than three years in 
sanctioning the estimates. The Committee, therefore, consider that the 
procedure should be streamlined to avoid such delays in sanction of 
the estimates. 

2.27. The Conunittee also reg'ret to note that as against the first 
estimates of Its. 63.43 Cl'(ll'es for the pl'oject prepared by the Under-
taking/Government, the project ::; estimated to cost Rs. 98.13 crores-
an increase of Rs. 34.70 crores or :tDout 55~; of the first estbn.a.tes. The 
Conunittee have repeatedly observed that frequent revisions and large 
increase in estimates of a project vitiates parliamentary control. The 
total commitments on a project should be prepared as realistically as 
possible in the beginning' and should be available to Parliament be-
fore a project is approved, instead of making them commit to a pro-
ject on piece-meal basis from year to year without giving them a 
true and realistic picture of the project. . 

The Committee feel that where the economies of the project Ine 
adversely affected as a result of l'evised estimates. Parliament should 
be spedfically informed of it in time with supporting deta.ls. 

C. Delay La <..:ml.!lletion of the project. 
2.28. The Detailed Pro>.>," Report did not indicate the time sche-

dule for the constructb-.! cum:nis.3ioning of til£' Project. Th·;:! Mnnagc .. 
ment therefore, fr;:n;cr.! t O( tabU', ] 963) a teetativr time sched:l~e for 
construction of th:; ['ruje~t a::cord::llj 10 wr.'ch the con,tructioa cf 
various Blocks of tho Pro:e~·t \v.::;s to b:! com~~"'·:.d 17 ~]-;e end of De-
cemher, 196'::i. Howeve!'. r'ftr-r cnt,,) i'1g mll) u~::: CSlltrnct...> in M"y. 19·H 
for the purchai>c of mac~~i!1(:[,y, cq'Ji;:m1cnt and '\vorlti:1g Lirawhgs from 
the U.S.S.R, the comtruct'cl ~;ch;:dule wol"> rcn:scd in July, 19'34 and 
thereafter durin: Decc'rbc:", 1966-Mav. IG67 wbrm the cute of co;n-
pletion of the Project excepting installation of heavy. l'n:que special 
and non-standard equipment was revis'Od to D(cemb'1', 1963. 

2.29. In March. 1967 the 'Man<lg"m::nt Liiorm,;,d th2 Committee on 
Public Undertakings that th' Collal,orator.:; had also indicated Decem-
ber. ]963 as the date of CJ1Yif;12t::>n or t;le Project. but in view of the 
fact that the financial year of the Project would end in March, the 
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completion date could be taken as 31st March, 1969. In December, 1967 
the Management, however, revised the time schedule owing to delay 
on the part of the suppliers in regard to despatch of working drawings 
and equipment (imported and indigenous) and according to the revised 
schedule, 99 per cent, work of the Blocks was to be completed. by 
March, 1969 and the remainilng work excepting installation of heavy 
and unique machinery, by June, 1969. 

2.30. In December, 1968, the delivery schedule in respect of cer-
tain working drawings and equipment was further revised by the 
Consultants. Besides, there was also delay on the part of indigenous 
suppliers in regard to despatch of machinery viz. E.O.T. Cranes, Be9 
Plates, etc. Keeping in view the progress of work, delay in supply of 
working drawings including foundations drawings (the last founda-
tion drawings were to be received by the end of the last quarter of 
1969) and equipment by the Collaborators and also latest delivery 
schedule of indigenous machinery, the Management have further re-
vised the target dates according to which the Project would be comp-
leted by the end of 1970. 

2.31. The target date of completion of the various Blocks and 
Auxiliary Service Blocks as per various schedules and progress made 
there against upto 31st March, 1969 arc given in Appendix II. As on 
31st March, 1969 only 87 per cent of the Project as a whole had been 
completed. 

2.32. The progress of work has been far behind the revised sche-
dule mainly in respect of water supply and sanitary jnstallations, 
istallation of machinery and equipment, electrical installations, gene-
ral illumination and electrification works in the Blocks. 

2.33. The value of the equipment received up to 31st March, 1968 
but not installed tm March, 1969 was Rs. 380.75 lakhs as per details 
below:-

(Rupees in lakhs) 

(Rupeea in lakhs) ------- ._---_ ... _----------_ .. __ .-
Year Imported (1quipment Indigtmous e(luipment ..,.,_ .. _---_ .•... _----_ ... _-_._-_ .. ---

1!l1l4-61l •• 
1965-66 •• 
1966-67 .. 
1967-68 •• 

0·19 
0'61 

96·00 
278·42 

o·ra 
",4(1 
3'91l 
0·67 

'1'otal 

O·7() 
Hll 

!f9.96 
2711·011 

380·75 

2.34. The delay in installation of the machines and equipment 
has been attributed to:-

(i) non-supply of complete equipment by the Collaborators. 
(U) receipt of equipment in advance of the requirements; and 
(iii) delay in the completion of foundations and shops as also 

services, etc. for installation. 
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2.35 .. In this connection, the Management have stated (December, 
1969) as follows:-

"Plant and Machinery is taken up for erection on the 
priorities allotted considering the needs for phased production 
i.e. erection programme of relevant year giving lower priority 
to machinery required at a later stage. The limited task force for 
erection was utilised to the best advantage for gearing up pro-
duction by deploying them for erecting such machines as are 
immediately required for production purposes. It is not also 
reasonable to suggest that the delay ranged from 1 to 5 years, 
especially the heavy imported equipment cannot be installed 
immediately on arrival as the foundations and shops have to 
be ready as also services etc.". 

2.36. In a note furnished by BHEL, the Commi:ttee have been 
informed that Erection of machinery and equipment in all the main 
Blocks (excluding foundry Block) has been completed excepting the 
overspeed dynamic balancing equipment in Block I, Metal Coating 
Section of Block IV and someother unique machines, which were 
in the process of installation. Besides, there were equipments the 
erection of which was deferred as they were not immediatelv re-
quired for production purposes. The entire erection work was how-
ever, expected to be completed by the end of year, 1970-71. 

2.37. In this connect:on during the course of evidence the Commit-
tee asked whether Government were approached to assist in overcom-
ing such difficulties, Chairman, BHEL, stated as follows: 

"There was no specfiic request but I did contact the Com-
mercial Counseller in the U$SR Embassy who helps us often. 
But he pleaded his inability particularly in regard to penalty 
clause" He further stated: "But I would like to make one point 
here thatwhi,le it is true that some of these equipments were 
delayed, there is other aspect of delay, that is in some cases, 
there is delay in the completion of the civil works, I would not 
put down that the whole of cause, for the late completion of 
the project, is due to the delay in the supply of equipment but 
in certain fields they have delayed". . 

2.38. The Committee enquired why there was delay in the civil 
works. The witness explained that in the early stages, the supplv of 
steel was not continuous and it was rather difficult to get regular 
supply of steel in the country and secondly .in one or two instances 
the drawings for the foundation details had to come from Russian 
Collaborators and there was some delay. 

The Chairman, BHEL, further informed the Committee that upto 
the end of the September, 1971, 95 per cent of the main project had 
been completed. The delay in the case of Foundry occurred because it 
was thought that the Stamping unit should come within the parame-
ter of the main project and hence it was re-sited during the course of 
the construction of the project. The Committee were also informed 
that the machinery was practically complete except one or two which 
were being errected for which civil work had already been completed. 
There were, however, a few minor items such as bed plates which had 
got to be received from the foundry. . 
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The witness assured, "I do not expect that \he completion of 
any of the blocks will be delayed any further. We do have a penalty 
clause in the case of foundry. As 1 said earlier, in the inital stages, 
we did lose a lot of time because of the late supply of the steel and 
therefore civil work suffered". 

2.39. The Committee desired to know, whether the causes of de-
lays were ascertained from the Russian Collaborators, the Chairman, 
BHEL, stated that the Undertaking had all the time been pressin~ the 
collaborators to supply the equipments in time but as sources of sup-
ply jnvolved a number of various manufacturing units in the USSR, 
Bharat Heavy Electricals Ltd: could not get any difinite reply in 
regard to the delay in the supply of equipment. 

The witness stated:-
"The delay had occurred in 1968 that is ill one case it was 

originally promised in the second quarter of 1968 but the equip-
ment was received only in the second quarter of 1970 and there 
were also similar other cases the metallic electroplating and 
electroslide equipment which were to be sqpplied in 1967, actual-
ly came in 1969. Similar other odd types of equipment were also 
delayed". 

2.40. Asked how the Undertaking could set up the equipment 
without drawings when there had been a delay in the supply of 
drawings, the General Manager, H ardwar Unit, stated that those 
drawings were meant to be foundation drawings for machinery. The 
management had not only been writing to collaborators about the 
delay, but discussing them with the Soviet Delegation -when they 
visited India. The Chairman, BHEL, stated that in some cases the 
foundation drawings also were not received in time and the other 
part of the civil work could not therefore, be completed. 

2.41. During evidence the Committee enquired whether they had 
got a proper schedule of deliveries, the representative of the Minis-
try replied as follows:-

"There were schedules. if I may submit; but these have 
got shifted. On subsequent occasions there were revisions of 
delivery dates and there were further revisions particularly 
because on our side, sometimes steel was not available and 
matching equipment were not available. So, there has been a 
change in the delivery date". 

2.42. The Committee enquired how the Government kept a watch 
on the progress of completion of a Project. The representatiIVe of the 
Ministry stated that they received monthly progress reports from the 
Undertaking. There was a quarterly financial statement, explaining 
the reasons for the various shortfalls, if any. These returns were 
being carefully scrutinised by the Government. Whenever any short-
comings were found, the Management had been asked to explain the 
reasons. The Ministr)' also provided necessary assistance and helped 
them to expedite matters with Ministry concerned. The Ministrv also 
held periodical meetings with the Management at the level of Secre-
tary and Minister of Industrial Development in compliance with the 
instructions contained in the Circular of July, 1969 issued by the 
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Bureau of Pub~ic E~terprises. At the Secrciary level there had been 
about six meetmgs m connection with the BHEL (all units). 

~.43. The .Committee ~lso wanted to know the latest position re-
gardmg erectlOn of -machmes and equipment of the Hardwar Plant. 
The witness of the Ministry stated that out of Rs. 380.75 lakhs, the 
value of equipment not yet in~talled was worth about Rs. 70 lakhs and 
these were exepected to be installed by March, 1972. 

. 2.44. Giving the details about the supply of machines, the witness 
saId that there were 2000 odd machines. These machines were coming 
from 53 different factories which were dependent on their order book 
position. They had to supply machines according to their own sche-
dule of capabiliUes and deliveries. In some of the cases machines were 
not arriving according to the schedu12s. In certain cases there had 
been delays of three to four years, and in others cases one to two 
years. 

2.45. The Committee note with regret that Heavy Electrical 
Equipment Plant, Hardwar which according to the tentative time 
schedule drawn up in October, 1963 for construction of the project 
should have been completed by the end of December, 1966, has not 
been completed t1l1 nOW. Durmg evidence, the Committee were in-
formed that so far 95% of the project has been completed. In other 
words, there has been a delay of more than five years in the comple-
tion of this project. In July, 1964, the construction schedule was re-
vised. Another revision was made during December, 1966 to May, 
1967 when the date of completion of project (excepting installation 
of Heavy, unique, special anJ nO!l-sta1ldard c(Juipment) was revised 
to December, 1968. In Deccmber, 1967, the Management again revised 
the time schedule and ~ndlcated that 99% of the blocks wouad be 
completed by the end of March, 1969. This revision became necessary 
owing to the delay on the part of the sUPllUers to despatch working 
drawings and equipment (imported and indigenous). During evidence 
of Undertaking/Ministry, it also tran~pire(l that out of Rs. 380,75 
Iakhs of equipment, equipment of the value of B.s. 70 lakhs had not 
been installed, The Committee were assured that the installation or 
this equipment would be completed by March, 1972. 

2.46. The Committee are un)lap!lY at the frequent revision in the 
date of completion of project and :U'e !1:!l'Ucn1:lrly distressed by the 
fact that equipment to t:1C tune of Its. ';0 lakbs had n'Ot been inst~ll~d. 
The Committee feel that had the Management remained alert to 
their duties towards the Nation, and ado!)ted modern techniques for 
planning, installatiOn and com~;S5i~ning of the· m:!chinery in the 
project, such delays could Ilave been obviated. The Committee can-
not too strongly stress t}le need 10:' mOre seielltific and ratlon~l, pro-
cedure In placing the orje1'5 for m~cJ.;inerv Rnd equipment two or 
three years in advance according to schedule 50 that they are received 
and instaHed In proper sequence to y~eld the best prodUction r~sults 
at the earliest. 

D. PerfC'!'m:mce Analysis 
(1) Rated CapacHy 

~.47. The rated capacity as cnvis.:lged in the Pro.iect Report was 
515 MW for medium and h"!pv~' p1cctric machines, 15CO MW for steam 
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turbines and turbo generators and 1200 MW for hydro turbines and 
generators. The Project Report did not indicate any time bound pro-
gramme for attaining the capacity from year to year. However. the 
Project Report gave an indication that the rated capacity would be 
attained in the 8th year of production. 

2.48. During the evidence the Committee enquired whether the 
Hardwar Unit had reached the rated capacity. 

The Chairman, BHEL stated as follows:-
"the Project Reports formulated certain projections of 

achievE-ment of rated capacity from the commencement of pro-
duction. This was on the assumption that there would be a 
steady load on the plant and that the build up of capacity would 
be on a planned basis. The capacity of a plant of this nature 
has to be judged from the point of view of the acquIsition of 
technology by the man. This I submit, can be done if the men 
actually manufacture a certain number of machines. Unofrtuna-
tely, in the case of these heavy electrical units both at Hardwar 
and Hyderabad the assumptions were that there would a steady 
load to faciHtate build up of technology by recruiting adequate 
number of men, training them and bringing them in position 
and also to gain the necessary experience by manufacturing a 
sufficient number of machines. Only then they will be able to 
get higher levels of production and get confidence of manufac-
turing more and more. This has not in actual practice been the 
case". 

The witness further stated that as late as in 1970 they had actual-
ly no orders except for 6 sets of 100 MW at Hardwar and 5 sets each 
of 110 MW /60 MW at Hyderabad. 

The witness further informed the Committee that it was true the 
machine might have been brought to position. There was a hiatus in 
the order book position and in fact at Hardwar they had to hold back 
the recruitment of men because they just did not know what was going 
to happen regarding the order book position. The witness reiterated 
that it was not a question of lapse of certain number of years for achiev-
ing the rated capacity but it was definitely the number of machines. 
which actually the people in these factories manufacture that deter-
mined the development of capacity. The full capacity for generators 
and hydro turbines at Hardwar was expected to be reached as given 
in the Project Report in the 8th year of production. They had to view 
the development of capacity of heavy electrical industries in the 
context of actual order book position. 

2.49. Asked whether they had adequate orders for the plant now, 
the witness stated that they had orders to keep them going till 1975-
76 for the thermal sets. Thev did not have adequate orders for motors. 
They got orders upto 1972-73. Asked whether it was not a fact that the 
State Electricity Boards hesitated to place orders because delivery 
date was uncertain the witness informed the Committee:-

"The Elp<'iricity BOArd till rerentlv a!'l late as 1970 were 
reluctant to place orders because they did not know how elect-
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rieity plan was progressing at all. It was at my instance that 
they came forward to place some orders even before the actual 
inclusion of these schemes in the electdcity development 
scheme. But ,apart from placing of the orders there are certain 
connected equipments. In placing of the orders they can place 
orders for the main turbine but they had to do on their part 
certain other connected facilities such as layout has to be 
finalised. They have to giNe us in case of hydro turbines the 
technical parameters. These have got to be designed and all 
this really takes time and merely by placing of the orders or 
just send 109 the letter of intent; I cannot give a definite date. 
I can only say from the date you give me particulars. I take 
three years to supply the equipment. There is no reluctance on 
my part to give them definite dates. Even now I say that in the 
case of thermal units I can supply turbo sets in three years from 
the date of placing of the orders except the connected piping 
and other auxiliaries for which they have to give me the data. 
In the case of hydro sets I can sup,ply equipment in 3~ yeaN 
from the date they give me full particulars to enable me to pro-
ceed with the phasing". 

The Committee enquired whether this fact had been brought to 
the notice of Government by the Management. The Chairman replied 
in the affirmative. Asked about the reaction of Government, the wit-
ness informed the Committee that they had a meeting with the Sec-
retary of the Ministry of Irrigation and Power on 30-11-1971. That 
Ministry had formulated 10 year plan 'Decade Plan'. On the basis of 
that plan, they had to phase out the work load and the time of orders 
to be placed by the State Electricity Boards and also to give the firm, 
technical data required for the design and the manufacture. 

2.50. The Committee wanted to know the justification for taking 
long period for developing the full capacity of the project. 
The witness said:-

"There are two aspects; one is the construction phase and 
other is the development of the full capacity. For the construc-
tron phase, certain projections were made, that the construction 
phase would be over in about this time. In the early preliminary 
report it was said that it would be finished in three years time. 
But, as I said. there were delays in the construction and the 
construction phase has taken longer. But as far as the develop-
ment of capactty is concerned~ even the project report postUla-
tes that after effective production, when we start going into pro-
deduction, it will take 8 years for developing the full capacity of 
the project. So, these two aspects are different. It is not a ques-
tion of having no period. There: is a definite delay in the con-
struction phase, I admit. And I submitted to the Committee 
earlier the mainr-easons why the delay in the construction took 
place. As far as the development of capacity is concerned. I 
have been submitting that this is not a time-based factor. I 
submit with all humility that in the case of heavy electrical 
industries and in fact in heavy electrical industry as distinct 
from process industry which could be time-based, it requires 
definite planning and orders book position must be firm. And 
this is the secret". ' 
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2.51. The Witness stated further that the anticipatjon of develop-
ment of power generation and power requirements in the country 
were taken into account when tne project was started and now the 
plans were being formula ted from year to year and in the Fourth 
Plan itself there was blurring of the requirements of the power gene-
ration. Now there is a "Decade Plan" for the power generation and it 
was expected to get over the difficulties in the power equipment field. 

2.52. During E!vldence of the Ministry, the Committee enquired 
whether Government were sure that the Hardwar Plant would attain 
the rated capacity within the ~tipulated period. The representative 
of the Mini~try said that in activities like this sophisticated equip-
ment which were being produced at Hardwar Plant, they could not 
really go on the basis of time based product~on capacity and attain-
ment. They had actually a problem of absorption of skills in a. very 
hi'ghly sophisticated field. It also required sufficient orders. In the ear-
ly stages they could not get sufficinet orders and co.uld not, therefore, 
achieve the rated capacity in the past. In the case of production of 
motors, hydro sets and turbo sets, they started production. In the case 
of bigger capacities-hydro and turbo sets, they expected to achieve the 
rated capacity in 1977-78. As against the promised delivery of six sets 
by March, 1972, they had already despatched 3 sets, the 4th was under 
despatch, 5th under assembly for tests and the 6th would be comple-
ted by 1972-73. The Committee were informed that the Hardwar Plant 
had since attained 13 to 15% rated capacity. 

2.53. When the Committee pointed out that their project assess-
ment was wrong, the General Manager, Hardwar Plant stated: 

"No. The project estimate is for four to five y-ears after the 
completion of the project. But s;nce there were no orders, there 
was no activity fur two to three years. Only now we have a 
chance to start \\lorking". 

He furthr.:r added that: 
"For :,;ccU!'ing orders I 1\1l1 do my best, but I will require 

your help. Wht're advanc"s are neces:;ary, they should be given 
so thaI the eomponents and other things can be tied up it). time. 
I would request you to cons,Jer thcsuggestion to let us have an 
order for four or fivc sPi; bpeal':<c we know that we are short of 
power and we aI'.' gc:n:.; tn rcql.<rc' it". 

2.54. The Committee note that tilo-;rgh the Project Report for 
Heavy Equipment n,::".,,·:':·::l .;:0:: ,t, :i~"rawar, di{l not contain any 
time bnund. ll-l'ogrannH':,;r" ":L::' ,tr~g .~.,:, "~;f}acity from year to year, 
it gave an indIcation ut::! ~f.,'::L,il we ;':'1 athin its "Rated Capacity" 
ill the 8th year of Ill'ed,:"tiou '!."", -- r:~ i_r;:':',?ac~ty as envisaged in the 
RC;lort was 515 M'W rr.:,· lnerHu:ll :Ult~ ;:~ :"'''Y electric machines, 1500 
Ml" for steam tu~";)i'-(s :J:"id Lr!n ':\(~~':1~Hl' and 1200 MW for. 
II \' lro t'lrMnes an;i ~,';~!Icrat(l[";. L~ "1~ "g' evidence, the Committee 
"i~.'e as.'.urc!l bv thf: r( "es':!llt:',j;i ve c? !3 'lEI, that full capacity for 
~:~.I,eral\nrs and 11'. din ;;,' bines '''''' e;;)::ct~d t,o be achieved in the 
8th ye~,r of production il,;t as nc~wy ~le~t.i'ical industry is a sophis-
ticated one this achic\''.~:nent wlmld, hOlvever. depend on order book 
po3ltion and absol'ption of s~iP. The Committee also note that a 10 
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year Plan called the "Decade Plail" hl1S been drawn up for develop-
ment of power generation b tho COl!ntry. T~lC Committee feel that 
It should now be possible for Government to give a clear picture to 
the management as to wh~.t erders it w~s expected to plan foz and 
execute during the'next 10 yrars. Tile Plant has at present orders 
for thermal sets only up to 1975-76 ~lld '0 not h:.ve adequate orders 
for ,motors. The Committee J; Olle that all out efforts would be made 
to procure sumcient orde!'s t::: cnsm'e the achievement of the full 
rated capacity of the pbn t. 

(II) P)'od~!c'ir;n Performc!1lce 

2.55. The Plant went in!!) ;''lrti2.1 produc-tion in ,TanuClry, 1967. 
lfi 1966-67, 34 electric mach:'- ~ tct.al];nrr ~ MW were manufactured. 
Dudng 1967-68, 46 electric 1 ":'hine ' to1:: llinrf 4.2 MW were manu-
factured as against th" r~vi,:','i t,,1"!:C t ()f 1 (II) mac'him's totalling 19.9 
MW. The following tnh1p :n_>~at0~' b,,;II·· lI n "8n<lcity, the produc-
tion programme for the YC'r J 90 ~-6S a nd the actual produc-
tion:-

Partiou)afR 

Stll!(o-wif'e p;,oclucLioll 
Progmmt'.lo 

,.--_._---"- .. -- ._-... _--, 
Built up Tl\r~otR 
Capaoity filmd itS po,' 

Onitlr on 
hand 

No. MW' No.-~lW· 

TI\r~~t~ ItS pM nl1d~(\t 
E.timat~s 

r-'''---.-~-.. ___ ..,A.... ~.,.- ------, 

Ol'ip;illa) UcviStl(i 

, 1 f 1 
No. l'rIW No. MW No. }!w' 

------------ ___ c. ________ • ____ _ 

Steam Turbine and Turbo 
Generators .. 2 200 2 200 1110 100 

Eleotrio Maohines 648 163 413 lar. 22,; liti·;j 20U 37·3 17825·94 

The shortfall in production during 1968-69 was due to delay in 
receipt of components. 

2.56. The BHEL in a written' reply informed the Committee 
about the production pro~ramme ann performance of Hardwar Pro-
jects for 1969-70 and 1970-71 alongwith the reasons for shortfall as 
under:-
11169---70 

I. 1!lloctrlo M'&obine~ 
2. Turbo Seta 
3. Hydro Seta 
4. Other jobe 

RwiOlOd Budget Actunl 

(lk in lakbs) 

Shortfall (-)/ 
ExaeA8 (1 ) -------------._ ... _._-_ .. - -----,----

:l09'84 295·41 (-) 14·43 
730·11 545·:;~ (-)10~'79 

81·02 46·i7 (-) 34·25 
flO'43 119·4n 1-,) ] ·os 

] ,190,40 D46'OO (-)243'50 
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D70--71 (RB. in lakbs) 
...•.•... _--- "-'--- .... -------------

Rcvillcd Budget Actua.l ShOl·tfa.1I (--)/ 
Exoou (-I ) 

1. Eleetie Mlwhille6 297'27 
682·14 
161·17 

227 ·12 
528'35 
100·46 

(-) 70·16 
(-)163' 79 
(+) 29·211 
(+) 19·91 

2. 1'urbo 80tH 
3. Hydro Seta 
4. Other Jobs 61·69 81.60 ----_._------------

1,202' 27 1,1127'53 (- )174'74 

1971·72 
1. Eleotrieals Maehin('~ .. 142·77 

636·45 
428·17 

84·66 (-) 58·1l 
2. Turbo Sets 380·37 (--)255'08 
3. Hydro Scts 195'SI (--)232'36 

----------
1.266·39 660·R4 546·55 

-----_ .. _-----
Reasons for shortfall in production of electrical machines and 

steam turbine during 1969-70 were:-
(1) Out of 253 motors scheduled for production, 225 motors were 

produced during 1969-70. The reasons for shortfall are as under:-
(a) Design of 4 machines was to be developed at HEEP but 

these could not be completed in time due to initial techni-
cal difficulties. 

(b) 4 big machines took a longer production time than esti-
mated. 

(c) Stampings for 3 machines to be received from USSR were 
not received in time. 

(d) Remaining machines could not be completed as compo-
nents for these from USSR were received late. 

(2) Turbo Sets-One set was planned for completion, another set 
was to be partly completed and two other sets were expected to be 
in different stages of completion. It was not possible to achieve the 
target due to non-receipt in time of components and sDecial steel 
from USSR, difficulties in obtaining speeral castings and auxiliaries 
planned on indigenous sources; and partlv over optimistic budget-
tin~. However, some work was done on two other sets not program-
med to utilise labour. 

Shortfall in 1970-71-In 197~71 against the planned production 
of 250 electric machines valued at Rs. 297.22 lakhs, 226 machines 
valued at Rs. 227.12 lakhs were manufactured. The shortfall of 
apDroximately Rs. 70 lakhs in value was largely due to the non-re-
ceipt of components of motors from USSR in time. 

The shortfall in production of Thermal Sets of Rs. 153.79 lakhs 
in value was mainly due to the non-receipt of bought-out items from 
·indigenous suppliers. 
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The shortfall in production of Turbo Sets was: 
(a) Due to rejection of heavy castings and forgings which 

could not be replaced during the year. 
(b) Late receipt of castings for critical assemblies. 
(c) Receipt of stampings for starter of turbo generator in rusted 

conditions from the USSR which could be replaced only 
in April, 1970. Shortfall in thermal sets was partly made 
up by additional work done on hydro sets. 

2.57. During the evidence of the Undertaking the Committee 
drew the attention of the witness at page 13 of the Audit Report 
(Commercial) viz. "it will be seen that six sets of Steam turbines of 
100 MW are required to be delivered by the end of 1971-72 (2 sets 
each in 1969-70, 1970'-71 and 1971-72)" and at page 14 "A review of 
the position obtaining in Anril, 1972 indicates that out of two sets 
of steam turbines of 100 MW each planned to be delivered in 1969-
70; not even one could be delivered complete in all respects by that 
time". 

The General Manager, H~rdwnr Unit stated as follows:-
"The position today is, up till end of March, 1972, we have 

to' deliver as per programme 6 turbines; four are ready. we 
will deliver 5th and we are pushing in 6th one, and it will go 
about up to June. What hapl?ened was this. We presumed 
We will get castings in time, and the castings would be good. 
But when thev came here, we sent them to the machine and 
we get blow holes. And if they are rejected, it takes time for 
the establishment of proper source of castings and forgings 
for this sophisticated industry ........................... For the 6th 
turbine, we were in trouble. There was a firm in Bombay who 
supplied the castings. The castings got rejected after machin .. 
ing in the shop. The firm has gone into liquidation .............. .. 
If I go to a new firm to get the pattern, it will take 8 months. 
These are the problems. When we have said that it takes nor-
mally three years, it means that once we have got into motion, 
we take three years, now, we have come to the stage where 
we say that you give us. three years time". 

2.58. When the Committee desired to know the position about 
the 6th Machine. the General Manager, Hardwar Plant told that it 
will be delivered in June, 1972. 

2.59. The Com.mlttee find that there has been shortfall In pro-
dactlon nf elp,ct-rlc machines. t.urbn s"!t~ and steam turbines In the 
Heavy Electrlcals Equipment PJant. Hardwar which went Into par-
t.lal production in January, 1967. The Committee were informed that 
the main problem stl'ndln2' tn the way of achievement of the tarc"et-
f"d nrodactlon was de1ay /defectlve supplv of casttngs and forginp 
from indil'enous and foreign suoplfers and non-availability of good 
aualitv ca!lttn~ $lnd forP.'ine'lil. C';in,." thf' nt'oblf'm is fllc"'" hv the 
ma nagement year after year, the Co1ll!llittee are surprised that DO 

~ .The indi~notls PtlTlT'lif'tll w"r" m"lnJy th .. nth .. r P;SfI'T unif,~ (JJ.vdl'r6hflll nnd Tinll'hy nnita) 
as locally verified by t,ho Chi,,! Auditor, New Delhi •. 



22 

satIsfactory arrangement has been made in this direction by them 
and due to that the power gl!'ner:l.tion in the country Is greatly ham-
pered. The Committee recommend th!\t the Government and the 
Management of BBEL should hekle this production urgently and 
evolve a procedure by which the sust'ained and dependable supply 
cf C:lEtingS and forgings is ensured. 

E. Bunt-up capacity and projcetions and utillsation thereof 

2.60. The capaCity likely to be developed during the Fourth 
Five Year Plan viz .• 1969-7C- to 1973-74 was revised on four occasions 
in January. 1968 July, 1968, April, 1969 and December, 1969 as may 
be seen from the Appendix III. 

a s,:!ts of steam turbines of 100 MW each are required to be deve-
loped by the end of 1971-72 (2 sets each in 1969-70, 1970-71 and 1971-
72). 

2.61. According to the Management in December, 1969 there was 
an Experts Delegation from USSR which studied the capacity deve-
lopment. The plan up to 1974-75, as envisaged in their report, is! given 
in the enclosed statement Appendix IV. 

Briefly in terms of megawatt, these are for 

1969·70 1970·71 

MW MW 

284 324 

1971·72 1972.73 1973·74 1974·76 ._-------_.,--,._---------
MW MW 

895 

1\IW MW 

1,3615 1,630 

2.62. This development of capacity was estimated by the delega-
tion on the basis of the following major assumptions:-

(1) It is necessary for REEP to have order for six turbo sets 
of 200 MW each and two turbo sets of 100 MW each in 
order to fullv load the available capacity of the Plat 
within the IV plan period. 

(2) In large size machines. there should be orders for SOO 
numbers of 1971-72. 200 numbers for 1972-73 'and 1000 num-
bers for 1973-74. 

(3) Strengthening of the production section with workers is 
to be carried out as per calculations of the capacities. 

(4) Tool Room and Design Division will require to be 
strengthened. 

2.63. Firm orders for 200 MW sets were not available until De-
cember. 1970. In respect of Electrical machines. the order with Har-
dwar Plant was 314. out of which orders for 192 machines were re-
Cf':'iVe>n on'v after Januarv. 1971. For want of orders it was not then 
con~idered advh:;ablf' to take ~('tion fnr recruitment anti trainin~ of 
workers which woulr1 have mf'~nt a recvrrinJr fixed Hability and idle 
homs Oll the> Plant. The lack of Ordf':'TS, therefore. upset the develop-
ment of capacity envisaged in the Delegations Report. However. the 
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position of orders for Turbo Sets since improved and action was ac· 
cordingly taken to recruit additional staff and develop all the facili· 
ties for production of the anticipated work load. In view of above, 
it became necessary to rework the projection of the development 

o of the capacity for -the years ahead. 
"A review of the position obtaining in April, 1970 indicated that 

out of the 2 sets of steam turbines of 1UO MW each planned to be 
delivered during 1967-70, not even one could be delivered complete 
in all respects by that time." 

2.64. According to the Production Plan, six Steam Turbine Sets 
of 100 MW were required to be delivered by end of 1971-72. As 
against this it was intimated by the undertaking that 2 sets for 
1969-70 and one for 1970-71 of Steam Turbine of 100 MW each had 
been delivered except for minor assemblies (40 per cent of one set) 
so far (February, 1972). 

Indications given to the customers for delivery in respect of 3rd, 
4th, 5th and 6th sets were as fo11ows:-

l3rd IIct 
1.4th sot 

6th Silt 
• 6th SI't 

Lalesl posili Of! 

• 0 July, 11171 .. 0 'fhi. 11118 boon doJivorcd 
. . /:Ioptl'mho\', 1117 J •• EXl'('ctod (0 h" delivet'ed by end of March, 

1972 
o. J)occmbor, 11171 .• Do • 
o. March,1972 .. Expeoted to be delivered by June, 1972 , ---------.----.. --

2.65. The Management further stated that the programme of 
production and delivery suffered setback mainly due to the delay 
in receipt of castings and forgings from indigenous and foreign sup-
pliers. In some cases, casting and forging received from indigenous 
suppliers were defective and were either reiected or needed x:ectifi.. 
cation involving_ loss of furthr time. 

2.66. Asked whether the Plant had to pay any penalty to custo-
mers on account of revision of delivery dates the official witness of 
the Ministry replied in negative. He added that there had been cer-
tainly delays but there was no serious lapse on their part which had 
upset anything. 

2.67. It was pointed out that "The manufacturing programme of 
steam turbines as indicated in December, 1969 did not include any 
plan for production of steam turbines of a range higher than 100 MW 
each upto 1972-73. In the meantime, however. on the basis of an 
agreement entered into with the Collaborators in February, 1966, 
technical documentations for manufacture of turbines of 200 MW 
sets were obtained at a total cost of Rs. 13.24 lakhs during 1968-69 
and 1969-70. In the absence of any definite production programme 
for steam turbines of such higher ranges in foreseeable future the 
reasons for obtaining technical documentations are not clear. 

2.68. In this connection, it may be mentioned that a Technical 
Committee appointed in March, 1965 by the Planning Commission 
to study the requirement of major electrical equipment came to the 
conclusion that "in the present stage of development, the largest 
sizes that may be required in the country may not exceed 300 MW 
L/B(D)ILSS--4: 
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in the Fifth Plan and 500 MW in the Sixth Plan." This Committee 
also referred to the findings of another Committee appointed by 
Government which estimated that the manufacture of steam turbo 
sets of the size of 200 MW each would be taken up by the Hardwar, 
Unit for the first time in 1970-71. Further, in January. 1970 the Plan-
ning Commission also stressed the need to plan future thermal gene-
rating capacity of 100/110/120 MW sets and deprecated the tendency 
to go in for higher capacity sets for the sake of stabilisation of pro-
duction. 

2.69. The Ministry have stated (July, 1970) as follows:-
"In a meeting recently held in the Ministry, of Industrial 

Development regarding 1Ule requill"ements of ~oo MW ther .. 
mal sets, during the 4th and 5th Plan period, a Committee 
comprising of the members from Planning Commission, BHEL 
and the <..:W&PC noted that 200 MW sets could be located in 
the near future in Obra (UP), Talchar (Orissa) Korba (M.P.) 
Koradi (Maharashtra), DVC (Bihar) and Kothagudam (A.P.). 
It was further felt that 200 MW sets might be needed ~ 
Bhatinda and Badarpur, even though the demand in northern 
region was mostly for peaking capacities. In a meeting to 
consider the follow-up actions needed in this respect, it was 
noted that DVC authorities have already got necessary fund 
with them to order for 200 MW sets. The question has bE;'en 
already taken up with the Planning Commission, Irrigatio~ 
and Power Department and CW&PC." 

2.70. The Committee were informed by the Management that 
letter of Intent for eight 200 MW sets (3 for UP, 2 for Gujarat and 3 
for Maharashtra) have been received. However, the first instalment 
payment has been received only for 5 sets. Since the technical de-
tails have not yet been finalised, no firm delivery dates have yet 
been committed to the customer. 

2.71. The Management also indicated the extent of utilisation 
of the capacity to be developed as under:-

lQ6Q·70 1970·71 1971·72 1972·73 1973·74 
---- -----. ---------- -"-- ----~- ----.. 

No. MWs No. MWH No. l\lWs No. l\lW", No, MWs 

Thol'Dlal Hets 2 200 2 200 2 200 2 400 2 480 

Hydro Sets 3 64·6 Ii 120 0 30H 

-_._-------_._------_._--- -... _-----------
2.72. During evidence, the Chairman, BHEL informed the Com-

mittee that till late in 1970, they procured components for 7 units 
of 110 MW, 8 units of 60 MW and 6 units of 100 MW. They had or .. 
ders only for 6 units of 100 MW for Hardwar and 6 units of 60 MW 
and 5 units of 110 MW for Hyderabad. Therefore, they thought what 
would be the financial picture if they just maintain whatever the ca-
pacity that would be developed by 1970-71. The viability studies al-
ready made thrice were not against the full capacity 01' the installed 
capa'city for which they had the machines but in the context of the 
orders they had and the projections made On the basis ,of other 
studies undertaken by the N.I.D.C. etc. This is the background of 
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their capacity studies that they had made with II view to approach-
ing Government to allow them some means whereby they could at 
least keep up the capacity that they would have developed on the 
basis of the orders that they had already booked and for future pro-
jection also. - -

2.73. Asked on what basis the capacity likely to be developed 
was assessed, the witness stated that it was dependent on the orders 
in hand and the number of men that had got to be recruited to ful1il 
those orders. There was no common basis in all the studies. In con-
verting these studies into monetary terms they had assumed certain 
sale values and also cost of production. The frequent revision of the 
capacity likely to be developed was not likely to have serious reper-
cussions on the delivery schedules. 

2.74. The Committee enquired that if these studies included the 
market potentiality for· orders in the country mainly concerning 
Government and ElectriCity Boards how these calculations had gone 
so wrong. The wi,tness stated that their market was practically the 
State Electricity Boards. Asked about the causes of failure of sales, 
the witness said that the project was conceived on the basis of a 
total plan of development of electricity in the country over a period 
of years and the BHEL was fulfilling their part to the extent to 
which they were asked to do so. They now expected to get highell 
orders. At the beginning of Fourth Plan, the position was bleak.. 
They had orders for 18 sets only even though they had components 
for more sets. Only in 1970 when electricity plan was boosted up, 
certain orders had came in. 

2.75. Asked about the present position of 200 MW sets, the wit-
ness informed the Committee that they had now firm orders for five 
200 MW sets and letters of intent for three more. They had placed 
orders for 9 sets of 200 MW with Russian Collaborators and they had 
spent some money in getting drawing and documentation. The'docu-
mentation could be used for the manufacture of nuclear generators 
also. The witness indicated that they had orders for turbo sets of 
200 MW upto 1974-75; for Hydro sets upto 1974-75 and for machines 
upto 1972-73. The Committee wanted to know the number of sets 
which were expected to be manufactured by 1974-75. 

The witness stated:-
"I expect that by 1974-75 we would be manufacturing five 

to six sets of 200 MW. So, now is the time when we should 
take more orders, because the supply of components itself 
takes about 18 months to two years, because we are tied up 
with the collaborators. Even on the shop floor I want three 
years of manufacture. So, I have been pressing the Govern-
ment to help us by giving some sort of an imprest order for 
four 200 MW and four 100 MW so that even if, at any point 
of time, we do not have any defmite allocation, we can 20 
ahead with making preliminary arrangements. I say this, tak-
ing into account whatever orders I haye in hand. I won't auto-
matically operate this imprest order but, a5 and when requir-
ed, I can use the imprest more and more. I think Government 
is considering this suggestion." 

L/B(D)lLSS-4(1 ) 
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2.76. Asked what efforts were being made to get firm orders, the 
witness stated:-

"I would submit that the Ministry of Irrigation and Power 
has formulated a Decade Plan, and forward planning for 
power recruitment is an obsolute "Must" in the cil'cumstance~ 
m which we are now placed. If the Decade Plan is given a 
firm shape by the Government, it will materialise as orders .. 
It is now only a suggestion of the Ministry of Irrigation and 
Power, and what 1 rcqmre is that this should be translaterlt 
into firm orders on the manufacturing units. If that could be 
done, it would be a concrete help." 

2.77. The witness added further that they. had all the drawings, 
speCifications and details required and as such they could buy com-
ponents anywhere in the world (these components are in a sense 
really raw material) but they were finding it easy to purchase it from 
their collaborators because the credit facilities are available there. 
At the present moment, they are placing orders with them b.ecause 
the foreign resources are linked to credIt returns. 

2.78. During ~vidence, the Committee asked whether in the opi-
nion of the Government, frequent revision of the capacity likely to 
be developed did not make the future production planning difficult. 
The representative of the Ministry stated that one of the important 
assumptions underlying these studies was the order book position. 
The other point was the availability of material. The material and 
components were required to be purchased from outside. Availabi-
lity of forging and casting had been proving a very difficult prob-
lem. Another important aspect was the absorption of skill involved 
in actual working on the product. Taking into account these factors, 
Government, it was stated, were reasonably satisfied that these revi-
sions could not have been avoided. The original revisions were 
"ambitious" but the later revisions were more "realistic". 

2.79. The Committee wanted to know what steps were being 
taken to secure more orders. The General Manager, Hardwar Plant 
said that they were receiving orders from outside agencies for the 
motors and control apparatus. There is a Senior Commercial Engi-
neer in the Commercial Department who conducted studies for the 
requirement of motors. They received one order from a big private 
section Mill viz. Ahmedabad Rolling Mill for supply of motors and 
control gears. They had secured orders for supply of pumps from 
other private companies like Greayes and Cotton etc. They had 
taken another order from Bangalore Municipality for supply of 
motor pumps worth for Rs. 33 lakhs. They were expecting demand 
from outside the country also for which they had to develop the 
capacity. 

2.80. The Committee find that production and delivery schedule 
of Bardwar Plant has suffered set backs in the past. AecordiJlg ~ 
JDdjeatlons given to the customers the Plant was to deliver 3rd set 
In July. 1971. 4th In September, 1971 5th In December, 1971 and 6th 
In M;arch, 1972. While the Plant delivered the third set, it hoped to 
deliver the 4th and 5th sets by the end of March, 1972 and the 6th 
aet by JUDe, 1972. The Committee have been informed that the de-
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U,:ery of these .sets had been. delayed mainly due to the delay in re-
ceIpt of castmgs and forgings from indigenous and foreign sup-
pliers." ~astings and forgings were so deffective that either they had 
to be rejected or rectified. The Committee recommend that this 
problem ?f' castings and forgings should be taclded expeditiously in 
~ordinatJon with the Heavy Engineering Corporation as otherwise, 
It will Dot only seriously affect the Plants buDd up of capacity 1no 
the optimum level but impair the Plant's prospects of attracting 
more orders for sets. 

2.81. The COll\ll1ittee find that capacity likely to be developed 
at Heavy Electrical Equipment Plant, Hardwar, was determined in 
October, 1963 but subsequently it was revised as many as four times 
during a period of two years i.e. in January and July:1968 and April 
and December in 1969 generally in a downward manner· IJnless the 
capacity determined in early stages was based on incorrect assump-
tions. the Committee do not see anv other justification for such fre-
quent revisions of c!lpacity likely to be developed. The Col11!lllttee 
were informed that the assumlltions underlying the studies of deve~ 
topment of capacity were order book position, availability of mate·· 
rial and components and absorption of skills. Government admitted 
that the original estimates were more "ambitious" than realistic. The 
Committee recommend that I1ardwar Plant should therefore, pre-
Dared, a realistic programme of build up of capacity to end uncer-
tainty and obviate the need for frequent revisions. 

2.82. The Committee note that in Dece~ber, 1969 an experts 
Delegation from USSR studied the capacity development of Har-
dwar Plant and estimated that Hardwar Plant's capacity can be de-
veloped to 1630 MW by 1974-75 provided orders for 6 turbo sets of 
200 MW each and 2 turbo sets of 100 MW i.e. 1400 MW are received 
within the IV plan Period and Production Sector Tool Room and De-
sis:n Division are strengthened. The Committee undersb..nd that Har-
dwar Plant has firm orders for 5 sets of 200 MW and letters of intent 
for 3 more. The Plant is thus fully booked for turbo sets of 200 MW 
upto 1974-75. The plant is also booked for Hydro sets upto 1974-'75 
and for Machines uoto 1972-73. During evidence the Com!!!!ttee 
were informed that as supply of components for those sets took 
:tbout 1 ~ to 2 year!" and it took 3 years on the !"hop floor to manufac-
ture a set, It was high time that the Plant had more orders to plan 
lUld I!"O ahead with pre-1)roduction preliminaries. In this connection 
the Committee were also informed that Government were conslder-
in( the Question of providing an imprest order for four 200 MW and 
fonr 100 MW sets. "Il that even if at any point of time the Plant did 
not have definite allocation it could go ahead with making prelimi-
nary arrangements. 

2.83. The Committee find that in the Mid-tenn Plan Aporaisal 
it. has heen statell that "As llg-ainst the ta.rgetted canaclty of 23 mil-
Hon KW. it is now reasonably certain that 21.2 million KW may be 
achic>vf'!rJ in H'7~-74". "The fc>duction is mainlv due to slow DroKI"f.!SS 
a,,<1 d~Jav in delivprv of plant and equipment from the public Sectoll 
m~nnfactllrine- units". lTnder the heading "lon(-term measures". t~ It"" hcen statc>r) hv the Plannine- C'Jmmission that it Is pro)105ed to 
monitor m~nlJfacture of plant and equipment and delivery accord-
'no::- to schedule. . . 
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The Committee are greatly distressed to find that whUe on the 
one hand. mid-term Plan Appraisal places the blame for shortfall in 
the Installation of additional generating capacitv on late dellvery of 
plant and equipment bv public undertakings, the Bharat Heavy 
Electricals have emphatically stated before the Committee their 
difficulties arising out of the non-receipt of firm orders for .-enerat-
ing sets and equipment even though they have the capacity, the 
know-how and the skill to manufacture them. The CO!!lmlttee feel 
that this difficulty could have been easily got over by having an in-
tegrated plan for manufacture of generating sets and their delivery 
schedule to match the plan requirements. The Committee consider 
that It should not have been beyond the lnt;'enmty of the Pla:ming 
Commillsion/Central Government/State Electricity Boards/Public 
Undertakings to find means by which firm orders were placed for 
generatIng sets and equipment a few years In adv9..nce so as to en-
sure timely delivery as well as full utlUsation of the manufactur'..ng 
capacity developed in the public sector. 

F. Idle machines and labour. 

2.84. The Project did not work out the idle machine hours and 
idle labour hours for the year 1967-68. The position of idle machine 
hours and idle labour hours during the year 1968-69 as compiled by 
the Management is tabulated below:-

.-.------
Idle maohine helll", Idle labour houn 

RI. Reuoaa • , Tool • ""' No. Block Block Block BIooIt Boom Block Block 

I II III IV I II 

1. Want of load 23,2M O.OIK 24 617 7.701 4.114 32 

I. WloDt of operator .. 7.2~ 7.738 1,356 352 30,130 

3. Want ofmateriaJ .. 1181 M 1.113 1.013 

•• Want of orane, liga 
tooIa and /I UW'Oll .. 3114 '15 644 '1:77 5M 

5, Other re&l\OM vif.., 
_n~ of ,\,,?wor, tech· 
nology Ilnd in.pootion 10,784 440 -l06 2111 7.476 469 :1,144 

11.119"' 

42.228 17.189 l!,291 1.324 ~,IMO 11,978 9.872 

8. Total "vi"ln hIe bn" .. 1.49.3.16 48,22' 21,678 6,:104 1,118,876 . 611,r.i7l ,.eo,no 
7. Per""ntallfl of idle 

hOlll1l to tn. "I ",·nil.hie 
bOil", 28·28 3f1·0 10·0 20·7 24·6 8·6 2·0 
, "------

.Beuona' not "peIIlfied. 
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2.85. The position in respect of idle machine hours and idle 
labour hours during the years 1969-70. 1970-71 and 1971-72 (as on 
1-1-1972) is as follows:- . 

. -.---.-"-----~ .. - .. ----.. ----
1969-70 ll1iO-71 1971·72 ,---_.- ....... -----, r-' -.. ---"----, r- . ----"--~ 

Idlo Idle 1tI1" I. lie 1dl" Jdln 
Labour Machine Labour Maohlno Labour Machine 

hl·~. hI's. hr~. hI's. hra. hre. 

I. Totallwailable HourH 11,41,600 S,77,37!! 12,00,103 8,l!!O,1:I42 13,37,01J6 10,119,771 

2. UWilltld Ure. 12.59,628 6,31,642 12,61,69' 7,41i,323 

3. Idle HOIII'" 30,475 :!,4!1,200 75,402 3,44,246 

4, l'eroclI t'l>fo(c of hUll 1I1'8. 
to aVllilable HrB. 2-4 28·3 5-6 31·0 

Tho roaMonH for Idleness 
III'e; 

(a) Want of load l,6U4 25,772 1I,9U6 20,804 

(b) Want of Operator 
(on leave or absent) 1,33,276 1,74,719 

(c) Other realOnB 28,871 90,162 68,586 1,43,723 

2.86. It would be seen that during 1968-69 idle machine hours 
due to lack of lo'ad and operator amounted to 87.509 i.e. 80 per cent 
of the total idle machine hours. Similarly. idle labour hours due to 
lack of load amounted to 4146 i.e. 26 per cent of the total idle labour 
hours. 

2.87. The financial loss to the Company for idle hours in these 
Shops has not been worked out by the Management. 

The Ministry have stated (July, 1970) as follows:-
(i) " .... in 1967-68 production activities had just started in 

one or two shops and hence no such data was compiled for 
that year. . 

(ii) ..... The idle hours due to no operators were kept in the 
interes.t of overall economy . . . as it was not possibl~ to 
man all the machines when the load for such types of 
machines could be catered by manning only a small num-
ber of machines in a particular category. 

(iii) ...... in the present developing stage of the shops the 
load could not be balanced on each of the equipment 
giving the production in the plant stabilised. 

Also all the machines are not ('xpf'cted to be run 100 per cent 
. ~n the available time due to the nature of the operatiolls 
being performed by such mach~nes.' " 
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2.88. From the above, it would be seen that the major factors 
respons~ble for non-utilisation of machines during 1969-70 were the 
lack of load and want of operators as was the case during 1968-69. 

2.89. The Committee desired to know to what extent the non-
utilisation of machines for want of operators has contributed to the 
delay in the execution of orders within the specified delive,ry sche-
dules. The Undertaking informed the Committee that this factory 
was to be equipped with machines with a large ultimate production 
target and the installation of the machines was progressed. The man-
ning of all the machines depended upon: 

(a) the order book position at the time and 

(b) the acquisition of experience to achieve the ultimate tar-
get of production in value. 

2.90. Both these factors had been kept in view in manning the 
required number of machines. This might result in some of the ma-
chines not being manned right from the commencement of their in-
stallation. There had been no delay in meeting delivery schedules 
for want of apparatus in respect of certain machines. Our commit-
ments regarc.iing delivery were maintained suiting the actual require-
ments of the customers. Therefore, there was no occasion to do any 
exercise on the comparative economics of keeping the machines 
idle and of ensuring timely execution of orders. Machine_s had been 
installed only recently and action had been initiated to develop 
norms of maintenance for different types of machines in various 
blocks. It would take some time before reasonably dependable norms 
could be established. The entire maintenance work was being done 
by their Electrical and Mechanical Maintenance Department and no 
outside agency was employed. 

2.91. The Committee note that percentage of idle machine hours 
has Increased from 24.43 (average of 1Iercentage in Blocks I to IV, 
and Tool Room) in 1968-69 to 41.66 in 1969-70 and came down to 31.6 
In 1971-72. Percentae-e of Idle labour hours has lfOlle up nom 5.3 In 
1968-69 (averal!'e of Block!; 1 and II) to 5.6 In 19'71-72 although It was 
only 3 per cent tn 1969-70. 'rite main reason~ for idlene!;1I; of machinery 
were statM to be want of load ~nd want of operator. The Com!!littee 
Ond that Hardwar Plant h:lL .. neither worked out its financial loss on 
account of idle hours nor has It developed norms of maintenance for 
dlft'erent ty!,es of machines in various blocks. 

The Com.mittee view thl~ vp.ry serlouslv and recommNld that 
Managempnt should without further loss of time evaluate the finan-
cial los .. ;fIle to idlecana .. itv n1' tn~n and macb'nerv ,.,,011 "SS~!I ff:!! 
ptfect 011 the working' results. The Undertakin£, should also fix realis-
tic norms 01 maintenance and utilisation of machinery. 
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G. Material Management and Inventory Control 
(i) Materi.al Procurement 

2.92. According to the purchase procedure. purchases are to be 
made by open tenders except in the cases specified therein. 

In the case of purchase of stores on the basis of DGS&D con-
tract rates, the procedure lays down that for reasons to be recorded 
in writing. the officers of the Purchase Department may place the or-
ders at rates other than the lowest rates without financial concur-
renCe if the difference between the lowest rate and that on which 
the order is being placed is not more than 10 per cent and the value 
of the order is within the specified limits. 

2.93. Similarly. in the case of purchase of stores by open tenders, 
the orders can be placed on the firm other than the lowest tenderer 
without financial concurrence if the difference between the lowest 
rate and the rate at which the order is placed is not more than 10 
per cent and the value of the order is within the specified limits. 
The cases have to be referred for financial concurrence only if either 
of these limits are exceeded. It may be mentioned that the Bureau 
of Public Enterprises in their Office Memorandum dated 31st Janu-
ary, 1969 had advised the public sector undertakings to consult the 
Finance Branch in cases of purchases where difference between the 
accepted and the lowest tender was more than 5 per cent subject to 
overall limits. 

2.94. The Commtttee asked the reasons for not adhering to the 
limits suggested by the Bureau of Public Enterprises for consulting 
the Finance Branch. The Undertaking stated that the existing pro-
cedure in the Project provided that the cases should be referred to 
Finance for concurrence if the tender proposed to be accepted exceeds 
the lowest tender bv more than 10 per cent. Thh; procedure was in 
a way ~tricter than- the one prescribed by the Bureau in that all 
cases where the tender to be aecented was higher than the lowest 
tender regardless of whether the lowest tender was technically ac-
ceptable or not. had to be referred to Financp for concurrence. 
H.owever. instructions were issued in August. ] 971 to p:ive effect to 
Bureau's circular for reference of cases where the difference bet-
ween the accepted and lowest tender was more than 5 per cent for 
financial concurrence. 

• 2.95. The Committee note th:.t In Janua.ry, ]969 the Bureau of 
Puhllc Enterprises (Ministry of Finance) advised the public sector 
underh.kfng to consult the Finance Branc'" In ca..~ of purchases 
where· difference ..... tween the accented and low~t tender was more 
than 5 per cent subject to over aU limits. The Com!!l1ttee find that In-
~tructlons to rive ettect to the Bureau's Circular were Issued by the 
r,omnanv in Auost. ]9'7] i.e. after a nertoll nf more than 21 vears. 
The Committee reco!!!mend that re!lson~ for this Inordlnl!.~ delay in 
eivfn'!' t'fI'ect to in"ltmctions IS!lilued hv the Bureau .should ~ I!!vestl-
I!d~.1 and Co!!!mitte~ kent Int~)Mned. The Com.mlttee also recom~ 
mPDd tbl.. Mfnlsh-v /Borea.l . of Publfr Entet'prlqes should ensure 
thrnu.-h ~r.JocUcaJ repOrt'!; tb4t tnstmctfon~ Issued by them a~ b~ 
t~ted by .the Undet1aklnp faithfully'. ' 
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(ii) Inventory Control 

2.96. The following table indicatt:s the comparative position 
of the inventory and its distribution at the close of the last three 
years:-

(ltUpOO8 in lukh~) 

1966·67 1967·08 1\168·69 196\1·70 

1. COlllltl'Uoiion ~t,ortJs 241'65 2311·80 179'96 168·55 
2. Production "t.orCH 10·511 IlS·24 44·60 78·71 
3. MilloollallllOu8 swre~ 17·117 36'47 43'\)5 45·21i 
4. Constructi"" .t<)l"'8 ill tl'Bl1t!it 28·{/{/ 61 ·16 27·86 2·2:1 
Ii. Pl'O<iuction HI")I~1Il ill trl\lUli! 10'63 26·52 72-24 
6. Rl.w Ma.toria.l •.. 1.43 ,.[.0 2;;'60 !'is'!12 
7. Compononts UHI3 08·30 377'15 
8. Oompont,utll ill tl'llllt!it .. 0·22 301· 8!1 :118'411 1:17'1''' 
II. Works·in,pl'Ogretis 14·47 24·46 1117·38 5011·40 

10. FinishNl goodll i" stock .. 0'05 28'73 217·71 372·411 
I l. COUMUnlptinn of raw materials, "{(In,!! uuu 

ooap'lOt'nts during t,he yMr 15 ·1:1 :12'8\1 iWl·ljO 6U:Hj:! 
12. Closing stook of ~t.or08 (oJ(cludiug those in 

tran.it,) in wrlll8 of mouths' consumption ,. 23'8 26·2 4'0 10':1 
-----------"_ .. 

2.97. The Management ina written reply after the evidence 
stated that they considered their inventory as reasonable, and theirs 
being a long cycle of production; stores of the value of at least 9 
months' cost of production should be in inventory. The Committee 
enquired as to on what principles levels of inventory were fixed. In 
reply, it was stated that no levels of inventory had so far been fixed 
as the production was yet to stabilise. 
Surplus and slow moving stores 

2.98. The value of surplus and slow-movin2 items of stores in 
March, 1970 at the Hardwar Plant is indicated as below:-

Ynar to whioh pertainR 

1063·64 
1~.6G 

1986-88 
1-'87 
1117-68 
1118·60 
1118·70 

TOTAL 

81(,). moving items NOU·lno\·ing itcDIB 

(Its. in lllkhfi) 
0·32 
6'20 
\'47 
O·AA 
0'62 
IHi9 
0·02 

16·10 

0·02 
4·2u 
4-li2 
2·84 
1'42 

25'S!! 
l·UI 

40·04 

(Slow moving al1cl nun-moving !!tore during 1970· 71 .BII valu"d of Rfl. 25' 27 lakhfl) 

2.99. The Management stated (AuqllRt,1969) that in the i~ti.l 
stages of the Project of this magnitude and in the absence qf com,-

... JUe,te detailed drawings from the Coltaborators, advance procure-
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ment of materials had to be made on the basis of general assessment 
with a view to carry out the construction activities within the sche-
duled period. In respect of the production stores it was stated that 
alloy steel valued at Rs. 17.89 lakhs was imported for the manufac-
ture of special type of tools and hot forgings dies etc. on ad hoc 
basis as the actual requirement was not known at the time of pro-
curement; further. it was a special type of steel for tools wpich was 
not available in India on short notice. 

(ii) Besides. a further review of the stores made by the Manage-
ment also revealed that 44 M. tons of imported steel valuing Rs. 6.81 
lakhs; 900 M. tons of indigenously procured steel valuing Rs. 8.13 
lakhs and miscellaneous stores valuing Rs. 4.84 lakhs were surplus 
to the requirement of the project in addition to 1,723 M. tons of 
steel already sold at Rs. 15.36' lakhs (book value being Rs. 15.10 
lakhs). Further examination with a, view to declaring items not re-
quired by the Project as surplus is still in progress in April, 1970. 

2. tOO. To an enquiry about the latest position regarding disposal 
of surplus stores it was stated that out of 49.97 lakhs of stores dec-
ISlred surplus. stores 01 vahle 7.29· lakhs had already been disposed 
nf leaving a balance of surplus stores of the value of 42.68· lakhs as 
""er d(~tails given below:-

Category 

(1) Indigenoue proouroo.teel .. 
(2) Mlso. Stores 
(3) Alloy steel (imported) 
(4) Imported steel 

( I) Electrloal material and aooellllorie8 
(2) Wir('s and cahl .. " 
(3) Cement, refra!'tory. ACe/RCC m&terials 
(4) Pipes & Pipe fitting~ 
(6) MisC'. stOf(llj 

Grind Total 

(Ra. in ]"khs) 

Value of Already 
IItoros disposed Balance 

deol.red of 
surplus 

8'18 
4·84 

11'08 
8·08 

32·13 

6'60 
7·66 
1· R4. 
1·46 
}·28 

17·8t ---_._ .. 
49'97 

19611-70 
/s'01 
0·93 
0·48 

6'42 

1970·7] 

@ 

0·117 

0·87 

7·29 

3' It 
8-91 

10·60 
8·08 

25·71 

1i1}11-60 
7'66 
1· 114 
0·59 
1'!8 

111'97 

The management stated that further examination of the 
remaining items was in progress. Lists of surplus store!! were circu-
lated to other public undertakin~s and also advertised in the Lok 
-.Thcse figuros will undergo changes OOIl8equent on the changes on Nt' 68 as a result of 

. Audit, verification. 
@Acoordingtoverifillation by Audit, theaesbould be 0'68 &Dd ,. 92 I&khsI'III!pectlveJy with 

oonsequential change!! in total. . 
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Udyog. Since the response has not been very encouraging, fresh 
tenders are being invited for the disposal of these items. 
FInIshed Stock 

2.101. The value of finished stock held at the Hardwal' Plant 
was Rs. 217.71 lakhs as on 31-3-1969. The finished stock increased to 
Rs. 433.581akhs as' on 31-3-1971 but has again come down to Rs. 212.10 
lakhs as on 31-12-1971 as indicated below:-

(ill IlI.khs) 
Hydro ::lets 14· 83 
Turbo :-lets .. IJ 8' {l7 
~loton; 711· 30 

212· \0 

2.102. The Management in a written reply have explained the 
reasons for outstanding finished stock of motors as undel':-

"1. Flame Proof Motors valuing Rs. 16.91 lakhs Outstanding 
since January, 1968. 
MAMC, Durgapur, after placing letter of intent refused 
to lift the motors and the matter is still under dispute. 

2. Excavator Electrics maufac~ured for HMBP, Ranchi, 
valuing Rs. 20.40 lokhs-Outstanding since March, 1971. 
The delivery schedule of motors was revised by the 
Customer after these were manufactured as per their 
original delivery schedule. 

3. Motors valuing Rs. 3.63 lakhs are to be diverted to other 
customers. Therefore. they are beinll suitably modified 
to suit to the revised requirements of new customers. 

4. Rest of the motors valuing Rs. 37.36 lakhs have been 
manufactured during the year 1971-72 and are awaiting 
despatch due to non-availability of wagons and load tests 
insisted upon by the customer." 

2.103. The Committee enquired to what extent :;;uch stock en-
tailed blocking of Company's funds. The representative of the 
Undertaking said:-

"There are certainly some items pending despatch and 
this is certainly blocking the funds. There is no doubt about 
it, and it has to be kept to the minimum. But in respect of 
those items which have already been despatched but. could 
not be invoiced, it is part of Our financing pattern and thcl'c-
fore we could say that it is not blocking the funds." 

The witness also stated:-
"According to our term of payment. only when whole of 

eauipment is supp!.ied. the balance (after getting initial 
advanced payment of 50%) is to be invoiced. We had supplied 

. during the interim period, Quite a lot of material. but be-
t!aU!~e of thi~ term of payment we could not invoice it. ti11 
ftnal delivery to the customer." 
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2.104. The Committee note that the closing stock of stores iD 
terms of ,months consumption held by Bardwar Plant has been 
brought down from 23.8 in 1966-67 to 10.3 in 1969-70.. The Commit-
tee expect that this wlll be further brought down in the near future 
to avoid blOCking of funds. The Committee also note that the Plant 
had ftnished stock worth Rs. 212.10 lakhs as on 31st December. 1971. 
It has been stated that sometimes customers refuse to Uft the motors 
after placing letter of content in the case of Flame Proof Motors 
valued at Rs. 16.91 lakhs not lifted by MAMCO or revise the deli-
very schedule as in the case of Excavator Electrics manufactured 
for BMBP. Ranchi. The Committee recommend that agreements 
with custQmers should be revieWed with a view to see whether the 
tenns and conditions can be suitably modified to avoid such con-
tingenCies. 

2.105. The Committee are surprised to find that alloy steel valu-
. ed at Rs. 17.89 lakhs was imported for the manufacture of special 
type of tools and hot forgings, dies etc. on 'ad hoc basis'. It was 
stated that the actual requirement was not known at the time of 
procurement.. The Committee are unable to appreciate why this 
import of alloy steel was made by Hardward Plant and authorised 
by Government on an ad basLCi and that too when even the actual 
requirement was not known. The result of this hasty procuremeat 
action has been that alloy steel o.f the value of Rs. 10.60 lakhs is 
lIvin", surplus to requirements of the plant. The Committee feel 
that responsibility for making this ad hoc purchase involving 
foreign exchange should be fixed and the Committee infonned of 
the action taken. 

2.106. The Committee note that stores. worth Rs. 402.68 lakhs 
have been declared surplus to requirement. The Management have 
stated that though the list of surplus stores was circulated to other 
public undertakings and a~vertised in 1.ok ITdyog the response was 
not encouraging and fresh tenders were being invited. The Com-
mittee recommend that since non-disposal of surplus stores blocks 
the capital, vigorous efforts should be made by the Management to 
dispose of such stores early, but it should not be a distress sale. The 
Com.mittee also recommend that continuous re.view of stores should 
be made to identify the surplus and suitable action taken to divert 
them for altemate purposes. 

H. Import Substitution 

2.1 07. The Detailed Project Report did not give indication 
about the extent of import substitution, to be effected from time 
to time. by indigenously manufactured raw materials and compo-
nents. In November, 1966 the Project however, fixed the level of 
components, raw materials and intermediary products to be import-
ed in various stages. 

2.108. These levels were revised· when the report on stage-wise 
development of production was prepared by the Soviet Consultants 
in January. 1968. The following table giv~s the' progress made by 
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the Project in regard to indigenous substitution till 196d-69 vis-a-vis 
the program'l1e given in the report on stage-wise development of 
production:-

A. Medium size electric machines 
._--------- ._---

Boope oI'deilverlee iD ttlrm. ofperoent.s" of"'" total '-,(lit, ofartioles, by yoaNl1nd 
dev .. lop~~nt .t8!!r. 

1867·68 1968.69 
r-----------J.~--------___ __ 

I r'--------~-------~ II TIl IV v 
n-riptlon I -'-------~, J>..--.."--"-l 

Jilxpeated AotuaIJihrpeotffl Al'tunl ~ Actual Jilxpootflll Act,n .. 1 Expectf'd Artu~1 
toe be Impart to be import to be import to be Import to be Import 

impor· (UASR) impar. (USSR) impor. (USSR) impor- (USSR) iJllpar. (USSR) 
t...t ted ted ttId ttId 

(UBBR) (USSR) (USSR) (USSR) (USSR) 

1 2 

A.C. Electrio 
X<*III (IlMo 
tYP"1 200 to 
DIIOKW 98·\1 

A.C. EIeotri~ 
:Moton tIIO to 
9ftOKW 88·8 

D/). EeotrICl 
1dotIan ud 0..-
nl'\'UOnl Up 
totuKW 92·0 

TlMMipt.lon 

100011080000 KW A.c. 
lIaablnM 

lI26 to ]000 1I1W lJ.c. 
Maahlnee 

100000 ltW Tarbo Ilene-
.... TnlOQ.2 

8 7 8 9 10 11 

Il~ 97'1 Sli 87·7 75 79·8 70 

70 118'0 Mannracllure not taken 
up 

7/) 72'1 

B. Heavy Electric Machines 

B~f)JWI or dellverlee In tenn~ nf peroentAJl" oftotol.,...oI' articl('ll, b.1' 
1IIIohine NOI • 

No. ] 
r-------J.~--- __ 

Aatual 
import 
(UlISR) 

1111 

83·2 No Order 

. 
No.2 No.3 

,......--~---~ (". --_ .... -----
To be Actual To be AMuaI 

~ ~~) (~ I~) 

/111./1 No ord~r 47·2 No order 

110·9 No Order' 32·' No Order 
-----------------

C. Turbo Generators 

800pe of dIllivmis In Willi of peroIIItAlte 0 f total MIt, by yeano and 
D,..-blne NOI. 

]00A-69 r---------__ -"--.----------~ 
No, n No. DI No. I 

+ 
To be 

~ 
100 

To be 

~ 
. r----".------~ 

100 

To be 
Imported 
(USSR) 
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. 2.109. The Undertaking stated that the im~ort content as taken 
In products of BHEL in 1969-70, 1970-71 are given below:-

Turbo 
Hydro 
Motors 

11169 1970 

67% 

~7% 

~% 
51% 
20% 

2.110. The actual content was the same as anticipated. 
The Management stated (September, 1969) that (i) the produc-

tion of medium size electric machines (250 to 950 KW) in the IVth 
and Vth stages was not taken up as Block was not ready to under-
take the manufacture of winding etc. (ii) the producJJ.on of 225 
to 1000 KW D.C. machines had not been taken up as there was 
no order in hand, (iii) as the testing of 1000 to 9000 KW AC 
machines after full manufacture was difficult at the present stage 
of development, the Plant had to resort to higher percentage of 
import, and (iv) as regards Turbo generators, it was decided by the 
Company to get the first two sets from the USSR in a completely 
finished condition. 

2.111. The Committee on Public Undertakings in paras 56 and 
6:~ of their 39th Report (Third Lok Sabha-March, 1007) recom-
mended that the Company should make earnest efforts to obtain 
detailed drawings and body compositions of spare parts and compo-
nents of the plant and equipment from Consultants and suppliers 
to eliminate dependence on foreign suppliers. They further urged 
that efforts and research should be made to use substitute mate-
rials easily available in India, for example, the replacement of cop-
per by aluminium and the procurement of indigenous insulation 
materials. 

2.112. No progress has been made so far (July, 1970) in regard 
to (i) the replacement of .copper by aluminium and (ii) proc),lre-
ment of drawings and body compositions of spar..e parts for ther~ 
mal power station equipment although a list of documentation for 
spare parts required for these equipments was sent to the Colla.bo-
rators ~ June. 1969. However, drawings for quick wearing spares 
for 92 model machines out of 147 machines requisitioned from the 
Collaborators have been procured so far (February. 1970). As re-
gards the insulation materials, the Project purchased material 
worth Rs. 19,198 indigenously against the total purchases of 
Rs. 51,572 during the year 1968-69. The Ministry stated (July, 1970) 
as follows:-

" ...... substitution of copper with aluminium in the equip-
ment of a highly sophisticated nature. is not possible as 
copper is mainly used for rotating parts ............... Even 
if such substitution was feasible. it could be tried only 
after the Company had mastered the technique of pro-
duction of their collaborators, when they would be in a 
position to undertake major research and development 
work relating to substitution of basic materials used by 
their collaborators." 
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2.113. The Committee desired to know the latest position re-
garding replacement of copper by Aluminium. In reply the Manage-
ment stated that in regard to substitute of copper by aluminium 
in all types or e:~ctrical machines it has been stated that follow-
ing extensive uevelopment done elsewhere, it has been possible to 
replace copper by aluminium only in the case of ~ower Transfor-
mers and squirrel-case motors of small ranges, both of which are 
outside the manufacturing range of Hardwar Unit. The smallest 
size of the machines in our scope of manufacture is 100 KW for AC 
and such a replacement has been possible only up to 10 or 15 KW, 
which we do not manufacture. For the high~r size of motors, it 
has not been possible to replace copper by aluminium mainly be-
cause the mechanical strength of aluminium conductor is not ade-
quate and the size of the machine will be too big for the same 
rating, owing to various technical considerations. 

2.114. Asked about the procurement of drawings and body com-
positions of spare parts for thermal power station equipment$ the 
BHEL stated that drawings and compositions of spare parts for 
thermal power station equipment !included in our scope of sup-
plies have been received and these have been processed, taking 
into account the substitution of many of the imp9rted items by 
indigenously available materials. 

2.115 Asked whether the drawings for quick wearing spares for 
the remaining 55 machines had since been received the Und!'!r-
taking had stated that these drawings have mostly been received 
and manufacture of the spare parts had commenced already in 
accordance with the drawings. Whenever certain drawings were not 
available, the necessary information had been prepared at the 
Plant itself and the manufacture was proceeding sjltisfactorily. 

1. Saving in foreign exchange 

2.116. From its inception upto 31st March, 1969, the Project 
manufactured products of the value of Rs. 656.09 lakhs. The net 
saving in terms of foreign exchange effected as a result of the 
items manufactured. however.· 'amounted to Rs. 78.711 lakhs only 
as indicated below. 

Expenditure in foreign. IIxchangll 

I. ~nRt of rnw mll.terial!! ami components import,('d 

2. VB\U" of thr prodl1/'t.~ for whloh indigl'nolls capacity 
alrllady exi>!tl'<l. 

3. llepre(liation on the value of imported plant and machinery 
4. Exp,mditure on fornign te(lhnioil1n~ !It/'. (rl'prollented by 

the portion of (\tlferred revenue oxpentliturc eharged to 
. Profit &. J.o88 Aooount). 

5. Balanoe represent>inj( the Raving in foreijtll exehange 

(Rupees in 1akhI) 

334· 46 Value of61MH)9 pro-
duotll at.Relling prlOfJ 

)36·79 

54·40 
51·73 

78·71 

656·09 81J(H)9 
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. The effect of creation of a self-reliant manufacturing capacity 
IS not, however, capable of evaluation in precise monetary terms. 
NOTES: 

1. In computing the above figures the import content in the 
raw materials and other equipment procured indigenously has not 
been taken into account. . 

2. As depreciation represents the extent of utilisation of plant 
and machinery for .production it has been taken into account only 
on the imported cost thereof. 

3. The selling price of the Company's products has not been 
fixed so far in a number of cases and. therefore, the valuation of 
products in these cases is provisional. 

2.117. The Undertaking subsequently informed the Committee 
that the savings in foreign exchange effected upto the end of 
1970-71 and 1971-72 (as on 1-1-72) amounted to Rs. 477.01 lakhs and 
Rs. 371.03 lakhs respectively. 

2.118. Duril.lg the evidence, the representative of the Ministry 
stated that the Hardwar Unit which was still in the ptocess of con-
struction commenced submitting quotations in response to global 
tenders invited for products in its manufacturing range. 

2.119. The Committee note that the Hardwar Plant has made a 
beginning in export promotion by submitting quotations for global 
tenders. The Committee need hardly stress that what is more Impor-
tant is attainment of perfect standards of quality, development of 
competltJve price. Standardlsations of products to suit international 
specifications adherence to delivery schedules which alone wUI help 
the Plant to secure orders and earn suitable foreign exchange. The 
Committee also recommend that the assistance of Research and 
Development Organisations in the field should be taken in develop-
ing Ule appropriate and adequately qualitative indigenous substi-
tutes for imported content of the products. The Committee feel that 
the first charge on Hardwar Plant should be that of Electricity 
Boards of the country which should not sutler in the event of the 
Plant accepting the global orders. 

J. Profitability 
2.120. No profitabilitv study was made before taking a decision 

for setting up the Project. However. according to the forecast made 
by the Consultants in the Detailed Project Report (June. 1963) a 
profit of Rs. 839 lakhs was expected to be made by the Project by 
attaining the rated production in the eighth' year of its operation. 
The Project started nartial production in January, 1967 and should 
accordingly achieve the above target in 1974-75. In the light of the 
nattf'm of load and the selling prices expected from time to time, 
tre Management made various profitability studies. As per the 
"tudif's madf' in March. 1969 anti June. 1969. the loss during the 
li'o1ll'th Fivp Year Plan i.e. 1969-70 to 1973-74 works out to Rs. 4,542 
lakhs and Rs. 4,049 lakhs respectively. 
I,m(n)Ir.~R -Ii 
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2.121.The basis for working out the loss of Rs. 4,049 lakhs is 
indicated in the table below:-

Item 11169·70 1970-71 1971-72 1972-73 1973-7' 

Therm.aZ Bets 

Developed capacity .. MW 200 2()() 400 81)() 1,200 
Utilised ca.p.wity .. MW 2()O 200 20(J 160 

Hydro Bela 

Developed capacity .• MW 60 185 465 800 
UtlliBed oapacity .. MW 60 185 465 630 

El~tric motors 

Developed oa.paoity MW 81 214 420 477 515 
UtlliBed capacity (Utilisation 
based on anticipated orders) MW 81 71 140 1110 172 

(RB. ill lakhll) 

(a) Cost ofsalo 1,682 1.788 2.286 2,673 2,761 

(b) Sale value at estimated 
landed ClOst 873 979 1,457 1.902 1,930 

(e) Profit (+) Loss (-) (-)809 (-)809 (-)829 (-)771 (-)831 

2.122. As per profitability study made in June, 1969 the extent 
of fixed expenses (including salaries and wages) forming part of 
the total cost of production in the various years under projection 
is as follows:-

fRs. in lakhs) 

1969·70 1070·71 1971-72 1972·73 1973·7' 

1. Salaries, al\owanoes and other 
Provision.s for employee8 181 193 205 223 234 

2. Re81dent eon.sultantB oharges 114 48 33 4:0 Pi 
3. Administrativo eXllenditure 83 In 99 106 109 
4. Township 45 55 60 67 72 
5. Depreciation 149 244 320 365 3(1) 

6. Intt-re.st III 241 341 415 443 

6S:J 872 1,058 1.216 1.228 

----- --~-." --.--,-.-- -----.----~-----.--- ------". 

2.123. A comparison of the loss indicated in the projections 
made by the Company with the quantum of fixed expenses forming 
part of the cost of Production revealed that during 1969-70 even a 
part of the variable expenditure was not likely to be recovered, 
while the ('xtent of recovery of fixed expenditure in the subsequent 
years would be 7 per cent in 1970-71, 22 per cent in 1971-72. 37 per 
cent, jn 19"i'2-73 and 32 per cent in 1973-74. 
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2.124. According to a fresh profitability study furnished by the 
Management in September, 1970, the Unit is likely to make loss up 
to 1973-74 as indicated below:-

(&I. iu lakh8) 
---~--,~ 

~ __ , _________ ·r ___________ ._ 

1909·70 1970·71 11171·72 1972·73 1973·74 

CoRt. 0 f SAleR 1,2115' 118 1,1}4:t· 111 2,721l' 2!! :1.998,10 5,125·75 
*lSa16 vahlo !),tIHIO 1,:i911'65 2,162' 211 :1,240'1}11 4,458'52 
LotlS 348'118 544' 4j) 674·00 757'12 667'50 
---' ------_.-... - ... __ ._- .... _----_ ... _-_.-.- ----

.Tho flalll va.IU!\ is ba.sed 011 estimated sale price !lettl6d with the OllstoDlers in the Oalle of 
mutofti, interim rocommenda.tions of tho !lde.ing COIllmittce for thermal Set!! and approximaw 
landed oost fer hydro sets. 

The above profitabilitY! study is stated to be based on actuals 
for 1969-70, budget estimates for 1970-71 and Projected develop-
ment of capacity as assessed by the Plant in December. 1969, in 
respect of. 1971-72, 1972-73. 

2.125. The actual loss incurred during 1969-70, however, amount-
ed to Rs. 338.81 lakhs including prior period -adjustments to the 
extent of Rs. 10.79 lakhs. The sale value of products sold or in 
stock Rs. 944.26 lakhs was stated to be based on realisable value 
after provision for contingencies. 

2.126. The utilisation of developed capacity (based on full 
utilisation) as assumed in the above study is mentioned below:-

(III MW) --_ ... _--------
C&pu,city IIssumed for utilisation 

Year ._.-.A. , -------, 
Eleotrio lIIot~Jrs Turbo sots Hydro sut!! 'l'ot&J 

1969-70 76 200 276 

11170·71 84 200 284 

1971·72 .. 145 400 1111 OM 

1972·73 .. 185 600 266 1,051 

1978·74 .. 370 800 286 1,4110 

._---_._-" "---
2.127. It may, however be mentioned that the developed capa-

city as assumed for fun util~sation for t~e above study does not 
tally in a number of cases WIth the capaclty planned foJ' develop-
ment as per estimates of December, 1969. 

2.128. During evidence, the Chairman Jnformed the Committee. 
that the developed capacity was dependent upon the order/! that 
they actually executed. 

Asked whether their developed capacity was coterminus with 
the amount of orders they. g?~ and anticipat~d, the witness explain-
ed that it was so in the InItial years but In the subsequent years 
there was a gap. 

The witness admitted that the developed capacity was not 
fully utilised unless they got the order~. 

L,lB(D)lLSS -5(&) 
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To an enquiry about the reasons fol' the wide variations in 
the anticipated losses between the two profitability studies, the 
undertaking explained the reasons for wide variations between 
losses incorporated jn the two profitability studies made in June. 
1969 and September, 1970 as follows:-

(1) Firstly the profitability study of June, 1969 was based 
on the assumption that 1/3rd of the capacity likely to be 
developed for manufacture of motors would be utilised 
and in respect of thermal and hydro sets orders in hand 
will be completed. In the profitability study made in 
September, 1970 it was, however. assumed that capacity 
likely to be developed would be fully utilised. 

(2) Secondly in the profitability study of June, 1969 price 
for thermal sets was taken at Rs. 324 per KW the rate 
which was quoted to their customers. In the study of 
September. 1970, price of 100 MW thermal sets was taken 
at Rs. 375/- per KW as per indications then available from 
the ad hoc Pricing Committee set up by the Government 
of India to settle prices for 100 MW set and that of 200 
MW set at Rs. 310/- per KW. 

2.129. The above two assumptions accounted for the increase in 
sale value of production resulting in decrease of losses. 

According to Profitability Study done in September. 1970 the 
Plant was expected to break even in 1975-76 at 65'/;, of the rated 
capacity. 

To make the Plant viable. the followin1!, conditions were to be 
fulfilled:-

(1) Adequate orders on hand; 
(2) Absorption of technology and skills by the Officers and 

workers of the Plant; 
(3) Fixation of reasonable price fo~ its products; 
(4) Availability of accepta,ble castings and forgings imported 

and indigenous in time. 
2.130. It was also stated that efforts were being made to ob-

tain adequate orders for the Plant. and as a result thereof. the posi-
tion of orders had improved. Action for recruitment and training 
of workers and officers had been taken. A Pricing Committee was 
appointed by the Government to settle prices of Hydro and Thermal 
sets wherever there was disagreement over the prices between the 
customers and the Company. Efforts were also being made to stabi-
lise indigenous casting and forgings and switch over to imported 
one wherever necessary to fulfil the production plan. 

2.131. In a written reply after the evidence. the Ministry stated 
that utilisation assumed for 1970-71 in th(' study of September, 1970 
and the actual utilisation for 1970-71 were as given below: 

&ptcmbt'r. J970 study 
Actual p roduotion 

Mot-OrA 

R4 
60 

Thf1rmal sC'is 

200 
200 

1l ~'rl ro FJI'tIl 
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2.132. The orders un hand in respect of Hydro and Turbo sets 
would give full load right upto 1973-74. As for motors, there were 
no orders to load the Plant beyond 1972-73 except for traction 
machines. The projected losses in September, 1970 study would be 
effected not only by the variation in the actual production aJ{ainst 
the orders with reference to the assumed utilisation but also by 
the prices of the products settled with the customers. 

2.133. During evidence the representative of the Ministry in-
formed the Committee that no further profitability study was made 
after September, 1970. However in a written reply, the Ministry 
informed that a fresh profitability stuuy taking into account the 
work load on hand, anticipated production during 1972-73, 1973-74 
and 1974-75 and prices likely to be received for the products was 
being taken up by the Company. 

2.134. During evidence the Cummittee askt'd as to how despite 
these profitability studies, the losses were there. The witness said 
that the 103s was on the decrease. Th~ 'l1ain purpose of a profita-
bility study was to evaluate the sitl1:1tion in the context of the 
orders which they definitely had nnd those which they were sure 
of in the foreseeable future. After a considerable probe into the 
cost of manufacture. incidence of (,;lpital charges and efficiency it 
was assessed that 100 MW set should be priced at Rs. 369.9 lakhs 
and this was another factor which }wrl some etrt'ct on the second 
profitability study. The principle of p'leing adopted by the Price 
Fixation Committee was to be fair buth to the manufacturer and 
the customer. 

2.135. The Committee note that the Hardwar Project has so far 
undertaken three profitability studies in March, 1969, June, 1969 
and September, 1970. The Committ.ee regret' to observe that none 
of them could actually come true either due to under utilisation 
of developed capacity or fixation of ad hoc seIlIng prices. The Pr0-
ject intends to undertake another study soon, "taking into aceount 
the work load on hand, anticipated production during 1972-73, 1973-
74 and 1974-75 and prices likely to be received fo," Company's pro-
ducts." The Committee hOlle that a more realistic position would 
emerge as a result of propOsed study and the unit would make 
al1 out efforts to procure firm urders for the utilisation of the deve-
loped capaCity and fix reasonable selling prices competitive but 
consistent with production costs. 

K. Stamping-unit 
2.136. At the time of preparation of thf.' Project Report 

for the Heavy Electrical Equipment Plant, Hardwar, the Soviet 
Consultants sug.gestpd that stamping could be purchased from 
Mis Sankeys after ('xilmining thf'ir capacity to do the jobs. Subse-
quently, in' October, 1963 the Soviet Consultants took the stand t.hat 
manufacture of stamning' should form oart Qf the Hardwar Project 
itself. In March. 1964 they preparf'd a oreliminanT Report giving 
details of the additional area needed for this Unit and the princi-
ple equipment to be installed. Takinf;! into account the then pre-
valing rates of customs duty and additional equipment and faciIi-
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ties, the Management estimated in October, 1965 t1lf' investment on 
the stamping unit roughly at Rs. 1!l5 lakhs. 

2.137. The Comparative cost of the representative types of 
stampings as envisaged by Mis Sankeys and that worked out on 
the basis of Preliminary Report by the Company in 1965 is given 
below:-

(Rupl'oS in lakhs 

Quantity If pUl'chased from MfR. If manufacturt',d 
l:iankeys, lIombay ill the Plant 

10,400 tonI! of stampings per annulll 1l0· ) ) 80· 12 
(iIlcluding a profit 

margin of Hili. ] 4 
lakhS). 

---------------_ ... --_._----_ .. --.-- .. -. --_ .. -
MI s Sankeys expressed doubts regarding the cost worked 

out by the Company on the basis of the Preliminary Report. The 
Management, however, held the view that in the earlier years 
Mis Sankeys offer might be advantageous but in the long run, the 
departmentally run stamping unit would be more economical. Ac-
cordingly an agreement was executed with the Consultants on 10th 
November, 1966 for the preparation of a brief Project Report and 
the working drawings at a cost of Rs. 7.60 lakhs (90,000 Roubles); 
the supply of the Project Report and working drawings was to be 
completed by 10th November, 1967. The Consultants delivered the 
Project Report in January-February, 1968 and the delivery of 
working drawings, started from August, 1967. On receipt of the 
Report, the estimates of Rs. 155 lakhs were revised to Rs. 265.23 
lakhs in February, 1968 on account of devaluation and provision of 
certain additional facilities. These estimates were further revised 
to Rs. 323.11 lakhs in April, 1968 to include the estimated increase 
in the cost of plant and machinery (Rs. 3.20 lakhs), civil works 
(Rs. 3.27 lakhs), contingencies (Rs. 2.37 lakhs) arid to provide: for 
the cost of the Project Report and the working drawings (Rs. 7.60 
lakhs) and incidental expenditure during constrUdtion (Rs. 41.44 
lakhs) which were not provided for earlier. The return on capital 
as per revised estimates was worked out at 5.4 per cent in 1970-71, 
16 per cent, in 1971-72 and 21 per cent thereafter. The revised 
estimates were approved by Government in October. 1968. The 
agreement for the supply of plant and machinery for the Unit has 
been executed on 20th July, 1970. 

2.138. The Unit was planned on the basis of the requirement of 
10,400 tons of stampings per annum. The requirement of stampings 
based on minimum expected orders during the years 1969-70 to 
1973-74 will, however, be as follows:-----_._ ... __ .. _-.......... _--_ .. -._ ... __ .. _--_._----_.-_._-_ ... _--_._---_. __ ...... _.-

Year 

]91H1-70 
11170.71 
11171-72 
]972-73 
1973·74 

Uequirllml'nt 
(tonIlCR) 

76 
]71> 
460 

1.250 
2.260 
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2.139. The Ministry have stated (Septen"lber, 1970) as follows:-
"A decision was taken by the Government to set up a 

Staming Unit because of the high estimated demand for 
stamping frqm the heavy electrical equipment industry. There 
is a virtual monopoly of t.he big private sector unit in this 
field at the moment in the country. It was, therefore, felt 
that the demand for electrical stamping consumption from 
within the units of B~EL being largt', there is a scope for 
such manufacturing unit to meet the demand. The expecta-
tion has not been 4elied. The Hardwar Plant has received 
letters of intent for rpanufacture and delivery of 3x200 MW 
sets during 71-72 and expects to take orders for another 
7 to 10x200 MW sets during the 4th Plan period. Further an 
increase in the manufacture of traction electrics will also 
increase the demand for electrical . stampings. Keeping all 
these factors in view, it is considered that the plant has 
been set up on an estimate of realistic demand for this 
product." 

2.140. Complete working drawings for the Stamping Unit have 
been received from the Russian Consultants. It is proposed to deve-
lop the Stamping Unit in phases in keeping with the anticipated 
requirement of stampings during the 4th and 5th Plan period. Out 
of 19 items of imported Plant & Equipment needed for this Unit, 
6 have been received in the Plant, 8 items procured for the main 
Factory are proposed to be diverted to this Unit, negotiations for 
procurement of 4 items are in progress and the procurement of 1 
item has been deferred. Out of 33 items to be procured indigenous-
ly, 12 are proposed to be diverted from the HEEP, 5 have been 
ordered, 9 are in the process of procurement and procurement of 
remaining 7 items has been deferred. 

2.141. The economics of the Stamping Unit had been worked 
out at the time of submission of this Project to the Government in 
April, 1968. An assessment of the anticipated requirement of the 
stampings on the basis of the orders now received is bein~ made 
for the 4th Plan period and the economics of the Unit will be 
worked out after this assessment is complete. 

2.142. During evidence, the Committee desired to know the 
annual workload 0]1 Stamping Unit on the basis of the orders in 
hand. The Chairman, BHEL informed the Committee that the 
annual workload on the basis of orders was about 2800 to 3000 tOJl.l. 
nes as against the anticipated production of ten thousand tonnes 
per annum. In the first instance, the plan was to put up three bays 
of the Stamping Unit, but now they were laying only two bays of 
this Unit. The original estimated cost of this Unit was Rs. 3.23 
crO'fes but it was now proposed to in~est only Rs. 1.6 crores. 

2.143. Enquired about the present position of orders in hand, 
the GEmeral Manager, Hardwar Plant said that the Stamping Unit 
depends on the orders on the main manufacturing unit viz. turbo 
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sets, hydro sets and motors. They planned to instal the presses de-
pendini on what orders they would be getting. The total require-
ment of the big presses were four numbers but 'they have installed 
only two presses and the installation of the remaining two had been 
deferred. They also did not instal all the required number of equip-
ments in each unit. However, they have left space for some presses 
to be added later on. 

2.144. The Committee desired to know the cost of machines for 
10,000 tonnes capacity which they had got and the present capacity 
oil the unit. The witness said that the total immediate investment 
was of the order of Rs. 1.6 crores in the first phase. The present 
capacity of thE!'! unit is 3,000 tonnes per annum. They were expect-
ing the Stamping Unit to go into production by March, 1972. 

2.145. During evidence, the representative of the Ministry in-
formed the Committee that it is the general practice aU. over the 
world for such huge plants to set up a Stamping Unit in the plant 
itself. 

4.146. In a written reply, the Ministry informed the Commit-
tee as follows:-

After the project ~as sanctioned in October, 1968 the question 
of procurement of Dies was further examined when the Soviet De-
legation came to India in December, 1968. Hitherto the thinking was 
that dies could be brought from outside parties until such time as 
Company's own tool room facilities were developed. It was meanwhile, 
ascertained that dies were not available indigenously and, there-
fore, the need arose for having a long-time arrangement which in-
volved the setting up of a new tool-room Section for the Stamping 
Unit. This decision required re-examination of the lay-out of the 
Block and assessment of ad~itional equipments needed to set up 
the Section. It was also felt that the requirement of stamping:; for 
the Plant in the initial years will be of the order of about 4,000 
tonnes with a possibility of increased requirements thereafter. There-
fore, it was considered advisable to set up the Stamping Unit in two 
phases (1st phase to establish capacity of 4,000 tonnes and 2nd 
phase to establish capacity beyond that if found necessary) keep-
ing the requirements of the Plant in view. so as to avoid blocking 
of funds in setting up of the Unit and to save unnecessary expend i-
diture on capital based charges, depreciation and interest. These 
factors required re-assessment of requirement of plant and equip-
ment of the Unit which took about two years after the date of 
sanction. 

2.147. The General Manager, Harc1war Unit further informed 
the Committee during the evidence of the Ministry that they had 
tried to save expenditure which was avoidable. In the plan figures 
of 1967-68 all their requirements virtually finished during that 
period, and if they installed the machinerv of stamping unit at that 
time. then losses would be heavier because of depreciation and 
interest charges. They had to reconsider the idea for installing 
stamping unit. There were enquiries again made from MIs Sankeys 
and if there was extra capacity at Bhopal or Hyderabad. One or two 
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years were lost in taking these enquiries. When Russian submitted 
their final report for putting the Stamping Unit, their estimates 
whick was approved by Government was Rs. 3.23 crores. Since they 
did not get orders, they thought that it was not the right time to 
get Government's sanction for the said amount. Thereafter they 
had changed their planning and they planne.£i the stampmg unit 
to be completed into two phases. The first phase is the establish-
ment of all the plants according to the planning. In such places 
where there is a need for two or three presses, they will put one 
press. There was a very big press of 1,600 tonnes-capacity which 
had been differed. First phase Stamping Unit will be ready for 
working by March, 1972. 'l'hey have placed orders with the HMT 
taking into consideration the present requirements. The supply of 
machinery would be worth about Hs. 1.17 crores. They purchased 
from USSR machinery worth about Rs. 19 lakhs (Approx.). 

The second phase was to meet their future requirements when 
their load capacity would go up to 70 or 80 per cent. 

2.148. The Committee are not happy at the way the planning 
for setting up a stamping unit which was considered so essential to 
the Unit, was handled. The Committee find the ,proposal to set up 
a sta.mping unit as part of Hardwar Project was mooted by the 
Vonsultants in October, 1963, estimates of expenditure (revised) were 
approved by Government in October, 1968, agreement for supply of 
plant and machinery was executed in July, 1970 and the Unit was 
expected to go into Production by March, 1972. It is really a sad 
commentary that It should have taken more than 8 years to set up 
and commission this Unit which was conceived as early as in 1963. 

According to the estimates. prepared by the Management in 
October, 1965, the Stamping Unit with a capacity of 10,400 tonnes 
of stamping per year was to involve investment of Rs. 155 lakhs. 
On receipt of Project Report from the Consultants, the estimates 
were revised to Rs. 265,23 lakhs in February, 1968 on account of 
devaluation and provision of certain additional facilities. These 
estimates were again revised to Rs. 323.11 lakhs in April, 1968 to in-
dude es~imated increase in Cfl;;t f'f ·plant and machinery, civil work, 
contingencies incidental expcr..ses during construction and to pro-
vide cost of the Project Report and working drawings which were 
not provided for earlier. 

The unit was planned on the basis of requirement of 10,400 ton-
nes per annum but according to estimates based on minimum expect-
ed orders it was clear that the requirement which would be 75 tonnes 
in 1969-70 which may rise to 2,260 tonnes only by 1973-74. Conse-
quently the Unit Is now proposed to be set up in two phases, the ftrst 
pha.'.e being of 4,000 tonnes capacity and the second phase to be 
undertaken if and when ne«>essary. The Committee have been 
informed that economic:; of the Unit will be worked out after the 
assessment being made for Fourth Plan of anticipated requirement 
of the stampings on the basis of the orders now received is complet-
ed. 
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The Comnlittee recommended that such delays which result in 
increase in estimated cost and thereby add to the financial burden 
of the undertaking as has happened in this case should be avoided 
in future. 

2.149. The Committee are also surprised to find that common 
items like cost of the Project Report, working drawings and inciden-
tal expenses during construction which a.re usually included in any 
Project Estimates, had been omitted. from the Project Estimate and 
the estimates had to be revised on this account. . 

The Committee regret to note that even without working out 
economics of the Plant, not only a decision was taken to erect the 
bays but imported equipment and machinery worth Rs. 19 lakhs 
(Appx.) was purchased and orders for Rs. 98 lakhs worth of machin-
el'ly were placed with HMT. 

The Committee recommend that in matters of planning or pur-
chasing, the Plant should prepare realistic estimates of costs and 
benefits before making any investment. The Committee also recom-
mend that the Plant should quickly assess its requirements of Stamp-
ings to ensure that the capacity of the first phase of this Plant is 
fully utllised. 

L. Central Foundry Forge Plant, Hardwar 

2.l50. Consequent upon the recommendation of the Committee 
of Experts appointed in November, 1960 for the setting up of Foundry 
Plant, preliminary Feasibility Report was prepared by Heavy Elec-
tricals (India) Limited, Bhopal in August, 1962. In February, 1964 
the Heavy Electricals (India) Limited. Bhopal was authorised to 
prepare a Detailed Project Report for establishing a Foundry Forge 
Plant at Hardwar. The Project Report which was finalised in Octo-
ber, 1964 envisaged setting up of presses of 1,00'0 tonnes and 4,000 
tonnes capacity at an estimated cost of Rs. 20.57 crores and the 
township at Rs. 2.50 crores. In March, 1965, Government approved 
the Project Report subject to the condition that the same should be 
treated as a 'detailed feasibility study, until the Technical Consul-
tants had examined it, and accorded s~mction of Rs. 40 lakhs (July, 
1965) for expenditure on preliminary works. 

2.151. In May, 1966, the Company entered into a Collaboration 
agreement with Mis. Schneider, a French firm for the technical study 
of the economics of the Project and for providing engineering ser-
vices and production know-how. The agreement inter alia provides 
that:-

(i) Within two months. after the submission of the Technical 
Report, the Company would communicate its decision 
about the implementation of the Project and its formal 
approval of the Technical Report; 

(ii) in consideration of the engineering services and for the 
production know-how, the Collaborators would be paid 15 
lakh Francs (net) and 42 lakh Francs (net) respectively 
(total Rs. 88.24 lakhs); and 
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(iii) if for any reason the parties did not airee to proceed with 
the collaboration agreement with the period specified at 
item (i) above, the Collaborators would be entitled to 
retain the sum of 4,50,000 Francs (Rs. 7 lakhs) paid as 
advance payment for services rendered up to that time. 

2.152. The Technical Report was received in February, 1967. On 
receipt of the Report, the capital cost of the Project was revisEd to 
Rs. 28.36 crores. A Joint Report prepared by the Consultants and the 
Company was then submitted to Government in the first week of 
April, 1967 for approval. The Company simultaneously approached 
the Collaborators to extend to 1st week of June, 1967 the period for 
the approval of the Technical Report which was to expire in April, 
1967. 

2.153. In January, 1967, i.e. before the receipt of the Technical 
Report from the Collaborators, the Planning Commission stated that 
there would be little justification for adding a 4000/5000 tonnes press 
at Hardwar. The matter was then referred to National Industrial 
Development Corporation Limited, New Delhi in March. 1967 for 
examination which came to the conclusion that the Foundry Forge 
Plant at Hardwar should go ahead as planned with the provision 
that the light castings bay in the foundry section should be put up 
only after enquiries from the trade revealed the financial benefits 
thereof. Keeping in view the spare capacity available wit!t the 
Heavy Engineering Corporation Limited. Ranchi the Government of 
India asked the Company on 17th .June. 1967 to send the following 
cable to the Collaborators:-

"Government have approved implementation of Hardwar 
Foundry Forge Project in principle. Light castings bay will 
be dropped for the present and further investigations made 
whether 4000 tonnes press or 2600 tonnes press would be ade-
quate, as well as the timing for its installation." 

2.154. In the meeting of the Planning Commission held on 12th 
February, 1969. the following decisions were taken:-

"(i) The entire scope of the Central FO\lndry Forge Project, 
Hardwar may be deferred for the present. This would be 
further examined sometime in 1971-72. 

(ii) The Ministry of ID&CA would, in the meantime, examine 
the entire scope of the Project i:p. detail, particularly the 
question of 4000 tonnes press on techno-economic consi-
derations in the light of the present indications of the 
power and steel targets and the size of turbo sets likely to 
be required during the next two Plan periods. 

(iii) The Ministry of ID & CA should examine the possibility 
of Schneiders giving in the necessary technical know-how 
at HEC. in respect of forgings and castings which could 
not be manufactured with the existinp' know-how available 
at Ranchi. 

(iv) In the meantime. BHEL/HE(l)L should continue to send 
the drawings and other details of forgings and castings 
required by them t.o the Foundry Forge. HEC so that the 
latter may try and manufacture ~he same. In this respect 
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HEC, should also try to improve upon its delivery sche-
dule." 

2.155. From the minutes of the meeting between the Chairman. 
Heavy Electricals Limited and the Chairman, Heavy Engineering 
Corporation Limited, Ranchi held on 13th May, 1969. it, however, 
appears that the Foundry Forge Plant at Hardwar would not be 
required in the next ten years or so. 

2.156. The Planning Commission on 27th August, 1969 decided 
to set up a Committee to assess the capacity of the Heavy Engineer-
ing Corporation Limited, Ranchi to meet the requirements of cast-
ings and forgings for steel projects, iron ore programmes, etc. 

2.157. On receipt of the Report of the Committee, the Planning 
Commission decided on 3rd January, 1970' that this case might be 
deferred for the present and that in the meantime, Bharat Heavy 
Electricals Limited should take up with Mis Schneider the ques-
tion of postponement of the payment of the next instalment which is 
due on 10th November, 1970. 

2.158. Meanwhile, the Project has paId Rs. 51.76 lakhs to the 
Collaborators on account of instalments due to them for engineering 
and technical services to be rendered under the agreement. It has 
also incurred an expenditure of Rs. 36.62 lakhs on the preparation of 
construction site, factory works, land improvement, ad:ninistration. 
etc. up to 31st March. 1969. In addition. it h~s made commitments 
for Rs. 36.76 1akhs. of which Rs. 36.48 lakhs are payable to the 
Collaborators after commissioning of the Plant. 

2.159. It has been stated by the undertaking that the postpone-
ment of the payment of the instalment due on 10-11-1970 has been 
agreed to by the Collaborators and the payment of instalment has 
been deferred for one year. 

The Ministry have stated (September. 1970) as follows:-
"The decision of the Compa ny to enter into a collabora-

tion agreement with M Is. Schn~irlprs of France was arrived at 
on the presumption that H.E.C. would not be able to meet 
the entire requirements of the country leave alone the total 
requirements of this Company. It would be too early to say 
that this expenditure has been infructuou~ly incurred." 

2.160. During evidence. the Chairman. BHEL stated that the 
Government had approved in principle the setting up of a foundry 
plant at Hardwar to meet the requirements of heavy electricals 
industry in the country and had authorised an initial expenditure. 
An agreement had been entered into with a French firm (MIs. 
Schneiders of France). The clcan'Oce at that time was far initial 
installation of 1000/1500 tonnes presses but the auestion of larger 
presses shall also be taken up. Meanwhile, the development of steel 
industry. was scaled down and the surplus capacitv became avail-
able at' Ranchi Plant. After consultin.u; the concerned parties and 
the Planning Commission it w~s riccided tho! the Foundry Plant at 
Hardwar should be held in abevlmce till fl final decision could be 
taken ,regarding the pf'fformam:e of Hanchi Plant., Thf're was also a 
meeting between the Chairman of H.E.C. and Chairman BHEL when 
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a review was made about the capacity available in Ranchi. Subse-
quently when the picture regarding the development of steel 
industry changed, BHEL pressed for setting up their Foundry Plant 
at Hardwar. It was indicated that BHEL need not go in for the heavy 
presses but only smaller presses. The witness said that the proposal 
was still under the consideration of Government. 

2.161. In a note furnished after the evidence, the Ministry stated 
that at the time of the meeting held between the Chairman, BHEL 
and the Chairman, HEC in early 1969, it had been felt that the 
requirements of forgings and castings in the heavier ranges could 
be met by the facilities that has be.en set up at the HEC. Ranchi. for 
some years to come. Subsequently, however, it was found that HEC 
was not able to undertake timely supply of the forging and castings 
of the type, quality and sophistication required by the BHEL, 
partly because their capacity was getting }:looked UD for meeting 
other urgent demands placed on them such as for the Ba.karo Steel 
Plant. It also emerg('d clC's!' that the c(lstin,gs and forgings required 
by BHEL were a speciality requirement not necessarily repetative in 
all respects, that they were of high and sophisticated quality and 
that they were of a larger size range than the range covered by most 
forging and foundry units other than HEC. In these circumstances, 
Ministry was satisfied that there was a clear need for setting up a 
foundry forge plant for manufacture of forgings and castings of the 
type required by BHEL. This matter, however. had to be pursued 
through discussions with the Ministry of Steel and Mines as also the 
Planning Commission which naturally. took some time. After all 
when there was an apparent availability of capacity in broad terms 
with the HEC, the decision to set up a Central Foundry Forge Plant 
at BHEL, Hardwar could not have been steamrollered without consi-
deration of all aspects of the matter in duf' consultation with HEe. 
the Ministry of Steel and Mines and the Plannin,g Commission. A 
case with detailed justification for setting up a foundry Forge Plant 
for manufacture of Castings and forgings has now been prepared and 
referred to the Planning Commission with a request to take an 
inter-departmental meeting to settle this matter finally. 

2.162. The Committee find that it was first decided to set up a 
foundry Forge Plant consisting of Presses of 1,000 tonnes and 4,000 
tonnes capaCity at a capital cost (revised) of Rs. 28.36 crores. In 
January, 1967, the Planning Commission Indicated that there 
would be little justification for adding a 4,000/5,000 tonnes 
press at Hardwar. NIDC, however, was of the view that the Plant 
should go ahead as planned except for light castings bays which 
should be put up after the financial benefits are worked out. In the 
meeting of the Planning- Commission held on 12th Febmary, 1969 it 
""as inter-alia decided that "the entire scope of the Central Foundry 
Forge Project, Bardwar may be deferred fo.t' the present". The posi-
tion was reviewed in a meeting between the Chainnan BHEL and 
BEC on 13-5-1969 and it appeared that Foundry Forc-e Plant at Har-
dwar would not be required in the next 10 years or so. On the basis 
of a Report of the Committee constituted to assess the canaclty of 
BEC, Ranchi. the Planning Commission decided on 3rd January, 
1970 that case for setting up a Foundry Fopge Plant at Hardwar 
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must be deferred. Meanwhile, the Project paid Rs. 51.76 lakhs to the 
Collaborator on account of Instalments due for !lroviding engineering' 
and technical services. It also Incurred an expenditure of Rs. 36.62 
lakhs on the preparation of construction site, factory works, land 
bnprovement, administration; etc. upto 31st MarCh, 1969. Gov-
ernment consider that "It would be too early to say that this expendi-
ture has been infructuously incurred". It is hard for the Committee 
to believe that the surplus capacity available at the FFP of BEC was 
not known to Government when it gave a green signal for the setting 
up of Foundry Forge Plant at Hardwar. It is also not clear why plan-
ning' CommiSSion was not consulted in the beginning itself so that 
their views were available to Government before coming to a deci-
sion. The Ministry of Industrial Development have stated that a case 
with detailed justification for setting- up the Foundry Forge Plant 
has been prepared and sent to the Planning Commission. The Com-
mJttee would like to be kept informed of the final decision of the 
Planning Commission in the matter. 

M. Pricing Policy-Sales Performance 

(i) Pricing Policy 

2.163. According to the guidelines issued by Government in 
December. 1968 the prices in respect of "monopolistic" and "semi-
monopolistic" goods manufactured by public enterprises are to be 
fixed with reference to the landed rost ceilinll. It was. however. seen 
that out of 30 orders (26 from Government Departments/Companies 
and 4 from private parties) placed on the project during the period 
1965-66 to 1968-69 for the supply of electric machines (excluding 
fla'me proof electric motors). steam turbines and generators hydro-
turbines and generators orders have been cancelled and sale prices 
had not been settled in respect of 9 ord('I's up to July, 1970. The 
manufacture of 65 flame proof clectric motors was also undertaken 
without settling the price. 

2.164. The delay in settling th~ sale price in 9 cases (hydro and 
steam generating sets) was due to non-availability of comparable 
landed cost in the absence of any tendf'r for composite equipment 
from foreign suppliers in the recent. past. It was stated bv the 
Mana~ement (August. Hl(9) that a Hi~~ Powered Committee had 
been set un in March. 19119 bv Governmf'nt to ~o into the pendine 
cases of prirp fixation and it was hoped that a sllitable basis would 
be evolved. However. nnlv one cast:' out of these 9 casps was referred 
10 the High Powered Committf'e UP to February. 1970. The Ministry 
have stated (.Tulv. 1970) that the price to be fixed in the case of one 
spt mentionen above would he applicablp to the thermal sets of 100 
MW pach. wherein identical eQuinment was being supplied. As 
relZl'Irds the rpmaininl1 hvdrn I!enerating sets. the Management dpcid-
ed that the Pricinp' Committpf' might allRin be ~lDproached for thp 
rest of tho item.:; after it hl'ln fix"d the micp in the case of thermal 
sets and the policies and principles of price fixation were laid down. 

2.165. Asked as to whv the two orders were cancelled. the 
Management stated that orders for 7 Nos. increased Safety Motors 
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for Fertiliser Corporation of India and one Motor 320 KW for U.P. 
S.E.B. Kasimpur Power House had to be cancelled as the collabora-
tors could not supply technical documentation for the manufacture 
of these motors. 

2.166. Asked about the position regarding fixation of prices for 
Hydro-Generating sets, the undertaking stated that the price was 
based on the guidelines given by the Pricing Committee on 100 MW 
sets which has since been finalised by the Committee and approved 
by the Government, the price of Giri Bata Hydro Sets was under 
negotiatipn with the Himachal Pradesh State Government. The price 
of other Hydro Sets would be settled on the basis of the price for 
Giri Bata Set. 

2.167. During evidence, the Committee desired to know whether 
the Undertaking enjoyed a monopoly position so that they could 
charge a price which is always cost plus. The witness informed the 
Committee that:-

"We do not want that the pricing should be a 'cost plus'. 
And ·in fact, the Ministry of Finance and the Bureau of Public 
Enterprises which went into the cost structure of 100 MW sets· 
for over a period of 8 to 9 months took the view that, you are 
utilising only 20 to 30 per cent of your capacity. Therefore, you 
cannot load all the overheads of interest and depreciation on 
this 20 per cent." 

2.168. Subsequently in a written reply the Management stated 
that "the prices are fixed on the estimated cost of production at the 
optimum capacity of the Plant. Therefore the actual cost of produc-
tion when the load on the plant is low (10 per cent capacity) in the 
initial stages of production will not give any useful basis for com-
parison. The prices have been fixed with reference to the likely cost 
of manufacturing of the turbosets after the batch of 6 sets has been 
completed in all respects. The price estimate of Giribata sets has 
been prepared and is under negotiation with the customer. The price 
of Bhatgar set is also under negotiation with the customer." 

2.169. During the evidence, the Committee enquired whether the 
Committee which was to fix the sale price, had submitted their 
recommendations. The representative of the Mini~trv stated that the 
Committee settled the same on 23-4-71. For 100 MW set which had 
been supplied to Badarpur/Obra was settled at Rs. 369.90 lakh per 
set. The witness admitted that there had been some delay in settIin~ 
the sale price. When asked to indicate the delay involved, the wit-
ness said that this Committee was constituted in March. 1969, but it 
took two vears to fix the price. First of all. thelt! were certain 
changes. The Chairman of that Committee was not available. He 
was transferred to the Pav Commission. Another Chairman was ap-
pointed. The original thesis was that it should be based on landed 
cost. This theory could not exactly be analysed because some other 
countries wanted to capture our market by quotin~ low price. They 
did not quote a price as the landed cost could not be the main 
deciding factor particularly when an item was in demand. There was 
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no method of arriving at a price by adopting the landed cost princi-
ple. which was the original assumption. The Committee had to ~o 
in for a very detailed examination which naturally took some time. 

2.170. The Committee observed thaJ they took 2 years to dfcide 
the sale price which was not reasonable in a commercial com'1:>any 
like the BHEL. The Committee also wanted an assurance from 
Government on this point. 

The witness stated as follows:-
"I admit that there has been some delay which we will 

take note of. We will endeavour to do this." 
2.171. The Committee find that In March, 1969 a high powered 

Committee was set up by Government to go Into the pending cases 
cf price fixation of hydro and steam generating sets. Only one out of 
nine pending cases was referred to that Committee up to February, 
1970. The Committee settled the price of 100 MW set only on 23rd 
April, 1971. It thus took Government two years to settle the sale price 
of a 100 MW set. Further the Committee are not aware of the posi-
tion regarding the fixation of price in respect of remaining 8 sets. 
Hardwar Project even undertook manufacture of 65 flame proof 
electric motors without settling the price. 

If Hardwar Project is to improve its sales perfOl;mance and 
create a favourable image inside the country and abroad to be suc-
cessful to give global tenders, it must see that prices of all ranges or 
its products are determined and are available with them. 

The Conunittee recommend that' the Government should issue 
clear guidelines for the fixation of prices In cases which are not 
covered by the existing guidelines in order to enable the Company 
to settle the prices with the customers before undertaking the jobs 
so as to avoid disputes later on or uncertalntity regarding financial 
implication thereof. Where the fixation of prices cannot be brought 
under the guidelines already laid or to be laid down, Committee 
recommend that such cases should be settled if necessary in consul-
tation with expert boclles in the field within a fixed time limit so 
that neither the customer nor the manufacturer remains In dark In 
regard to its liability / entitlements. 

(ii) Sales Performance 

2.172. As mentioned earlier. while there was revision in the 
developed capacity from year to year and idle time of labour and 
machines on account of lack of load. there was also set-back in deli-
very. The extent of orders in hand at the end of 1969-70 for execu-
tion during 1971-72 to 1972;..73 is indicative of non-utilisation of 
develOl:led capacity. It was also noticed that out of 545 enquiries for 
the sale of electric machines processed by the Sales Department 
during the period from Mav. 1967 to May 1969. The Project could 
securE' orders in respect of 29 cases only and a few cases were under 
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to the following reasons:-

(i) In majority of cases, the delivery period offered by the 
Project was not favourable to the customers; 

(ii) the prices quoted by the Project for low voltage motors 
were high in a few cases; 

(iii) the equipment conforming strictly to customers' specifi-
cations could not be offered; and 

(iv) in many cases customers either shelved the Project or did 
not have actual requirements. 

2.173. The Committee desired to know the number of enquiries 
received after May, 1969 and how many out of them ultimately turn-
ed into firm orders. The undertaking stated that the enquiries 
received for electrical machines during the period June, 1969 to 
January, 1972, was 650. Of these, 80 turned into firm orders. 

2.174. On a further enquiry <.tbout the reasons pointe..d out abpVe 
the Management gave the following information:-

(i) Break-up of enquiries received from various parties: 
From Government Departmonts 
From Publio Seotor Undorta.kings 
From other &genoies 

90 Nos. approJ:. 
•• 160 Nos. .. 
.• 400 Nos. .. 

(ii) The number of enquiries which did not materialise are 
given below:-

Government Departments 
Publio Seotor Undertakings 
Other Agencies 

85 Nos. appzoJ:. 
•• 141 Nos. .. 
•• 394 Nos. .. 

2.175. BHEL were not in a position to give further details in this 
respect as customers normally do not disclose the exact reasons for 
not accepting offers/proposals. However. the reasons were generally 
as stated before. 

2.176. Asked as to why the Plant could not offer suitable delivery 
to the prospective customers. the Management stated that they were 
trying to meet the delivery schedule indicated by the customers to 
the maximum extent possible. The Committee were also informed 
that there was no specific case where the Goveloment Department 
or Public Undertakings had not placed orders with them because of 
high prices only and therefore. the question of taking the case to the 
Ministry did not arise. 

The management further explained "There are at present 
requirement of large varieties and types of electric machine cover-
ing wide applications and development was taking place, constantly 
in this field. Since this unit is a new orp'anisation, it is neither feasi-
ble nor practicable to be in a position to manufacture and supply 
all varieties and types of electric machines. Therefore. to start with 
we have concentrated on some types and ra"nges of electri.c machines 
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and slowly preparing and building up capacities for other types of 
machines. In case customers' requirements are beyond these ranges 
and are of special nature and where the requirement is only 1 or 2 
or for few machines of differfJ1t types. we are not in a position to 
meet their requirement at present because it will not be economical 
to accept these orders. 

2.177. The Cpmmit: ee were also informed that following steps 
had been taken to increase the sale of our products: 

(i) Strengthening of commercial organisation. 
(ii) Assessment of market requirement and market surveys. 
(iii) Sales promotion and keeping close contacts with the cus-

tomers. 
(iv) To modify existing designs and to meet customers' specifi-

cations wherever possible and take up new designs. at 
stages where the demand is substantial. 

(v) To keep buffer stock of certain raw material/components 
for which deliveries are long for standard machines. in 
order to improve upon the delivery schedules. 

2.178. The Committee note that out of 650 enquiries received for 
electrical machines during June, 1969 to January, 1972, only 80 
tumed Into finn orders. The Com.mittee also note that out of 250 
enquiries from Government/Public Undertakings, 226 enquiries did 
not materialise. Aooording to the management one of the reasons for 
non-ftnalisation of cases was that the price quoted by the Project for 
low voltage motors were high. The Committee are surprised at the 
statement that there was no specific case where Govemment/PubUc 
Undertakings had not placed orders because of high prices only~ 
The Committee were informed that the plant had started taking 
certain steps to increase the sale of their products e.g. assessment of 
market requirements, market surveys, modification of certain exist-
Ing designs to meet customers' specifications etc. The Committee 
recommend that the Govemment should undertake a comprehensive 
study in depth to identify the causes for the poor sales performance 
and to devise wayS and means for formulating standardising design 
with reference to market requirements and adopt a suitable pricing 
policy. 

Flame proof electric motors: -The manufacture of flame proof 
motors was undertaken on the basis of a letter of intent received 
from the Coal Mining Machinery Project of Heavy Engineering Cor-
poration Limited, Ranchi (later on incorporated as Mining and Allied 
Machinery Corporation Limited) on 27th June. 1964. inter alia stipula-
ting that on the settlement of technical details. delivery position and 
prices. it would be confirmed by a formal supply order. Howev~r, be-
fore the letter of intent was confirmed. the Company entered mto a 
Protocol on 28th January. 1965 with M/S Prommashexport. Moscow 
for the supply of components for the manufacture of all the 65 flame 
"roof motors. 
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2.179. On 9th March, 1965, the Mining and Allied Machinery Cor-
poration Limited revised their requirements for the motom as 
under:-

Quantity originally Quantitiy a8 per 
Type Capacity Speed aBseS$d revised require· 

ment.* 
I f 
19611·66 1966·87 1965·66 1966-67 

II1II KW RPM 
MA.36.42/6 75 9S5 10 10 26 .. IH/6 100 985 10 10 60 28 

" 42/4 100 1,4S0 10 10 10 35 .. 51/S 75 736 ]0 10 8 

" 52/S 100 736 15 ]5 2 

" 61/8 125 740 II /I 

" 62/8 160 740 IS 15 

61 94 

*Note-Later, the Mining and Allied Machinery Corporation Ltd. agreed to take 65 motors 
instead of 61 motors on account of the commitment already madfl by the Company to M/s. 
PrommaRhexport. 

2.180. On 1st August, 1966 the Mining and Allied Machinery 
Corporation Limited cancelled the order on the ground that the price 
and delivery terms had not been settled and that the motors could 
not be fitted with control gears. However, in a meeting held on 26th 
and 27th November, 1966 the Mining and Allied Machinery Corpora-
tion Limited agreed to take 20 motors with 10 controlgears subject to 
the condition that the remaining 55 control gears should be supplied 
alongwith the balance number of motors. 

2.181. When the Company despatched 8 motors in January, 1967 
the Mining and Allied Machinery Corporation Limited pointed out on 
10th April, 1967 that as these motors were without controlgears, there 
was no possibility of their utilisation. When the Company despatched 
another lot of 8 motors on 19th. April, 1967 the Mining and Allied 
Machinery Corporation Limited intimated on 3rd June, 1967 that they 
would not accept the motors without control~ears and till it was made 
clear that these had been adequately testedalongwith controlgears. 

2.182. In July. 1967 the Company supplied 9 controlgears tQ the 
Minim~ and Allied Machinerv Corn oration Limited and reQuested the 
Ministrv of Industrial Development and Company Affairs on 19th 
July, 1967 to intervene and makf' the Miniml and Allied Machinery 
Corporation Ltd. agree to accept the remaining motors without 
controhrears as these had been specially designed for them. On 2nd 
April. 1968 the Ministrv advised the Company to dispose of the motors 
throuJib the coal Controller. Chief Inspector of Mines, the National 
Coal D(~velopment Corporation Limited and Singareni Collieries Li-
mited. :N'o payment has been made by the Mining and Allied Machi-
nery Corooration Limited in respect of supplies made to them al-
though the motors (alongwith controlgears) are still lying with them, 
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2.183. The Company has been able to secure orders for only 14 
motors so far (February, 1970) at the same selling price as was quoted 
to the Mining and Allied Machinery Corporation Limited. The remain-
ing 51 motors have not been disposed of so far. 

2.184. Failure to settle the terms and conditions with the Mining 
and Allied Machinery Corporation Limited before undertaking the 
manufacture of these motors, has, thus, resulted in blocking up of 
funds to the extent o( Rs. 24.39 lakhs (position as on 31st March, 1969) 
and loss of interest thereon. 

2.185. The Management have stated (December, 1969) as 
under:-

u(lr Customer had given a firm cOIl}mitment. 
(2) Customer had fully accepted the specifications according 

to which motors had been manufactured. 
(3) Though initially some motors were supplied without con-

trolgears, later on nine controlgears were supplied. Min-
ing and Allied Machinery Corporation Ltd. had at one 
state, in fact, agreed to accept motors without controlgears, 
Later, when they went back on this stand and wanted 
Bharat Heavy Electrical Limited to supply the controlgears, 
Bharat Heavy Electrical Limited agreed; but despite 
the Mining and Allied Machinery Corporation Limited 
did not lift the motors. The earlier supply of motors with-
out controlgears did not play anv important role in the 
transaction. The basic fact is that Mining and Allied 
Machinery Corporation Limited after having made a 
commitment have tried to resile from their commitment". 

2.186. The Ministry have stated (July, 1970) that "the protocol 
signed by the Unit was in the nature of a Letter of Intent placed on 
Mis. PromIl'.ashexport, which in any case had to precede finalisation 
of prices and delivery details with the customers". 

2.187. The Committee enquired as to why firm Commitments for 
the import of Components were made without having a firm order 
from the MAMC Ltd. It was stated by the undertaking that letter of 
Intent for Flame Proof Motors was received in June, 1964, which 
was taken more or less as firm order especially as ~his was from 
another Public Sector Undertaking and import oJ Components was 
ordered in OctC)ber, 1965 to meet the deliveries. 

The Committee enquired the difficulty experienced by BHEL in 
supplying controlgeat along with the Motors as settled with the 
M.A.M.C. Ltd., in November, 1966. The undertaking stated that Con-
trolgears required by Mis M.A.M.C. were of three different types 
i.e. direct on line starting, reduced voltage starting, and resistance 
starting. Offers were obtained from Poland for the supply of first type 
of Control Gear in low range which were eventually supplied. Global 
tenders were invited for higher ranges of first and other two types. 
In response to global tenders, offers were received from U.K., Austra-
lia and Poland. These offers could not be accepted firs.tly because the 
parties were not prepared to send the controlgears for testing in 
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India as required under Indian Mines Safety Act and secondly be-
cause the number of starts per hour in control gears required 
by M.A.M.C. could not be met by the control gears offered by these 
firms. These offers were, therefore, rejected and efforts were made to 
develop starters in Our Own Plant to meet the requirement. 

2.~88. As regards disposal of flame proof motors the Committee 
were mformed that attempts were made to dispose of Flame Proof 
Motors on the lines advised by theMinistry. All the 16 motors and 9 
controlgears had been supplied to M.A.M.C. and, therefore, would be 
assumed to be at their risk and cost as M.A.M.C. had not rejected the 
supplies. According to the latest position regarding disposal of these 
motors out of 49 Flame Proof Motors lying with the Unit 12 moto~ 
had been sold off at the same prices which were quoted to M.A.M.C. 
There had been no loss on these sales compared to prices quoted to 
M.A.M.C. 

2.189. The Committee regret to note that the DHEL took up the 
manufacture of the flame proof electrlc motors wlthont settling the 
terms and conditions of the sale and without obtaining a flrm order 
from the M.A.M.C. The result has been that there was avoidable im-
POrt of components for these motors from USSR and there was 
blocldng up of funds to the extent of Rs. 24.39 lakhs (as on 31st 
March, 1969) and loss of interest thereon. 

The- Committee also fail to understand the reasons for whleh the· 
Ministry Instead of asking the M.A.M.C .. to accept the motors which 
had been specifically manufactured for them, advised the CompaDy 
to disoose of the motors. (Out of the 65 motors, 49 motors have not 
been dfsoosed of so far). The Committee recommend that the entire 
deal with M.A.M.C. should be Investigated in detaU and the results 
thereof intimated to them. 

The Committee also recommend that DBEL should at least take 
a lesson from this transaction not to prooeed with the execution of 
any demands on simple ~etters of Intents without settlement of tenDs 
and conditions and specifications. 

The Committee would also like to be kept Informed about the 
dispOSal of the remaining motors. and the ultimate settlement made 
with the M.A.M.C. In regard to the 16 motors supplted (with 9 oon· 
trolgears)' and stll1 lying with them. 

N. Costing System and Analysis of Actual Costs 
Cost system 

2.190. The Company is following job/process costing. Accordin~ to 
the manufacturinf! programme the import content of materials and 
components etc. it1 the finished product is expected to be gradually 
reduced on a pre-determined scale. Dependin.'! on the extent of im-
port content in th(" finished product. the manufacturing processes are 
termed as staQ'es of production. A plant/job order is, however, issued 
for each individual equipment in the case of hydro and thermal sets 
and for :l batch of items to be manufactured in the case of motors 
irresoF"rtive (If the extent of the import content. The ordres for ~aw 
materialc; :md comoollf-nts for the entire baU-h are placed on the 
foreign collaborators for a stated amount and the cost of each type 
of components or each type of raw materials is not separatelv asc~· 
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tained for booking in cost accounts. Issues of raw materials and com-
ponents, both from the imported stock and indigenously procured 
stocks, are made from time to time against the engineering layouts. 
Labour hours are booked similarly against the jobs on the actual ba-
sis. Overhead expenditure is_ allocated at a predetermined rate on 
the basis of combined labour and machine hour rate, having regard 
to the level of production. These are reviewed by the Management 
at the end of each quarter and the rates revised. if necessary. 

2.191. The job is not closed till all the times in a particular batch 
are completely manufactured. Items completely manufactured out of 
a job are transferred from time to time to the finished stock accounts 
at a provisional cost pending reconciliation and adjustment on closure 
of the job. No linking is, however, made between the quantum of 
materials as forming part of the finished product and transferred to 
finished stock account plus the material remaining in works-in-pro-
gress for the manufacture of the remaining number of items in the 
batch, with the total requiremeI\t in the engineering lay-outs. 

The Ministry have stated (July, 1970) as follows:-
" ......... the Collaborators in USSR ............ are unable to quote 
separately for each type of component or material". 

2.192. The Committee enquired whether for progress of work 
against a job/batch order was reviewed periodically and if not how 
control was exercised on consumption of raw materials and compo-
nents and timely completion of job. The Management in a written 
reply stated that the progress of work ,against a batch was reviewed 
periodically indents floated by the shops for raw material required 
for production were being examined by the Production Control with 
reference to the group specifications already supplied to them bv the 
Design Department. It was only after the jndents were checked and 
counter signed by the production Control Department that material 
were issued from stores to the shops. A monthly report indicating the 
items lying in work-in-progress for long was also being sent to the 
Production Department for review. 
Analysis of actual costs 

2.193. The following iPble indicaJes the actual cost of manufacture 
of various items complefed during the period from January. 1967 to 
March, 1969, the sale prices thereof based on the quotations given by 
the Company and the loss incurred:-

Cost or Sale Loss Poroent&ge 
Produc· Price of 108S 

Item tion to 
sale 
price 

PIame proof motors No!!. RII. RII. Rs.--
Typo MA 86-42/6 10 2,81,8110 2,16,1570 65,280 30 

51/6 10 3,47,270 2,90,670 156,600 19 
42/4 10 2,67,980 2,58,570 9,410 4 
151/8 10 6,01,380 3,85,1 SO 2,16.200 156 
52/8 II> 9,93,330 6,31,305 3,62,025 57 
61(8 5 3,84,740 2,114,750 1,29,990 51 
62(8 1\ 4,50,690 3,411,965 1,04.725 30 

65 33,27,240 23.83,010 9,44.230 
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Itom Cost of Sale Loss Percentage 
l'roduo· Prico of loss to 

tion 8alo prioe ------_._---
No. 

Ex&cavator electrio motors 
(Ra.) (Us.) (RB.) 

l'ype 2000·1' .. 14 13,96,590 10,61,508 3,35,082 31·6 

" l000·T •• 14 7,23,840 4,51,290 2,72,550 60'4 

" 5421·'1' .• 14 3,89,424 1,79,060 2,10,364 117'5 
400·T .. 14 4,91,692 3,12,781l 1,78,804 57·2 

" 82·'1' .. 10 15,97,522 10,16,900 5,80,622 57·1 
52.'1'(1» 13 6,13,262 4,12,906 2,00,356 48'5 
62.'J'(D) 13 6,54,365 4,16,234 2,38,131 57'2 

" 113·4·T 14 8,93,507 6,06,396 2,87,111 47·3 

" 62·T .. 27 13,22,439 9,14,733 4,07,706 44'6 

133 80,82,541 63,71,815 27,10,726 

Note-Sale prioes mentioned ill the 0&80 of name proof motors represont. those quoted by 
the Projeot to the oustomers but not yet finally ... aooepted by them. 

2.194. It will be seen that the cost of production was higher than 
the sale price by 4 per cent to 117.5 per cent. While no inve3tigation 
was made in individual cases to ascertain the reasons for var~ations 
between the actual cost and the sale price, the Management have 
stated (July, 1969) as follows:-

"No detailed cost estimates can be prepared in these cases 
in the absence of sufficient experience in manufacturing these 
set type of motors. It should be appreciated that this Unit has 
only now started production and the items are also new items. 

The reasons for excessive cost incurred in the Plant is main-
ly due to the fact that the workers of the Plant as a whole 
have yet to gain sufficient experience to achieve the desired 
level of effiCiency in production which is possible only with 
larger volume of regular production of the same type of 
items". 

2.195. The Ministry have stated (July, 1970) that " ...... that the 
plant has reached nowhere near the break-even point and it cannot 
be expected to meet its cost fully out of the sale pric.e which is de-
termined by the market forces and the cost is necessarily higher 
in the initial stages where the total overheads cannot be absorbed 
by the volume of production in the initial stages." 

2.196. The Committee desired to know whether there were any 
items manufactured bv heavy Electrical Equipment Plant, Hardwar 
during 1969-70 and 1970-71 where cost of production was higher than 
the sale price. 

2.197. The Undertaking informed the Committee that in almost 
all the cases of motor production, the cost of production was higher 
than the sale price. "This is preCisely for the reason that because of 
small production in the initial stages it is not possible to recover fully 
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fixed charges particularly depreciation and interest elements on the 
cost of capital employed. This being a new line of production for our 
workers, the efficiency in the initial stages is low which also partly 
accounts for the higher cost of production. In the initial stages de-
tailed price estimates were not prepared for want of full data. The po-
sition, however, is not so now and price estimates are being prepared 
in sufficient detail. For giving particulars to the parties, Engineering 
estimates for motors were prepared on the basis of whatever data was 
available. While preparing the price estimates. the prevailing market 
rates of the motors of the same range are also taken into account. Cost 
Estimates are now being prepared and the actual production cost being 
compared with the sale estimates prepared at the time of giving 
quotations to the customers." 

2.198. Asked how control is exercised on the consumption of raw 
materials and components and timely completion of job, the Ministry 
stated that it has to be appreciated that as this unit started produc-
tion only recently the import content in raw materials and components: 
was on the high side. Control was being exercised through group 
specifications drawn up by the Design Department. The Unit has al-
ready been working towards the introduction of further linking and 
checks and plant-wise control in regard to consumption of raw ma~ 
terials and components as also the timely completion of jobs assigned. 

2.199. The Committee note that the Management have worked 
out cost in respect of motors only and In almost all the cases of 
motor Production. the cost of Droductlon Is higher than the sale p.rice. 
The Committee were Inform~ that such higher cost ~f production 
was due to low production in the initial stages and low labour 
etBclency. The Committee recommend that keeping in view the analy-
sis of cost. The Management should take steps to Improve the labour 
eftlclency by stricter control and supervision, proper deployment of 
labour of productive purposes and avoiding over staftlng. 

O. Internal Audit 
2.200. TIle internal Audit Department was established in July, 

1966 under the control of the Financial Adviser and Chief Accounts, 
Officer. The scope and functions of internal audit were laid down in 
a circular dated 22-12-1966 but the detailed manual was finalised only 
in June, 1969. The Company Auditors in their Supplementary Report 
for 1968-69 submitted in pursuance of the directions issued under sec-
tion 619(3) of the Companies Act have stated that the internal audit 
conducted did not cover all the branches of the plant. 

2.201. The Committee on Public Undertakings in their 15th Report 
(4th Lok Sabha) on 'Financial Management in Public Under-
takings' recommended that the functions of the Internal Audit should 
include a critical review of the svstems, nrocedures and the opera-
tions as a whole. The Ministry of Finance (Bureau of Public Enterpri-
ses) while acceptin~ the above recommendation directed the nubUc 
enterprises in September, 1968 to introduce such a system. The Inter-
nal Audit Department has, however, not conducted any appraisal of 
the performance of the Project on the above lines so far (December, 
1969). 

- ..... 
]._ . :.-;:,a 
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2.202. In a written reply, the Management stated that as far as 
Hardwar Plant is concerned "critical review of the systems, procedures 
and operations as a whole is being done by the Finance and Accounts 
Department though not by Internal Audit Section. The plant is in the 
initial stages of production and con,tinual review as directed by the 
Committee on Public Undertaking will be ensured." 

2.203. The Committee regret to note that in spite of the recommen-
dation made by the Committee on Public Undertakings in their 15th 
Report Qn Financial Management (A9ril, 1968) and the instructions 
issued by the Bureau of Public Enterprises for the Internal Audit 
to undertake a critic'll review on the lines of the systems, procedures 
an:} operations, no such appraisal was conducted, The Committee are 
constrained to observe that the Internal Audit has not been effective 
In discharging the functions exoected of it and recommend that it 
~hould be intensified so that the management elln take advantare 
of its reports in plugging loop-holes. 
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HEAVY POWER EQUIPMENT PLANT, HYDERABAD 

A. Capital Expenditure 
(a) Inter-Government Agreement 

3.1. On 24th November, 1959 an agreement was signed between 
the Government of India and the Government of Czechoslovakia 
for rendering technical assistance and delivery of machinery and 
industrial equipment for construction of various plants in India. 
Under the agreement, the Government of Czechoslovakia agreed to 
give a long-term credit up to Rs. 33.20 crores (post-devaluation) 
repayable in 8 instalments at an interest of 2.5 per cent. per annum. 
Out of this, a sum of Rs. 11.30 crores was allocated to the Hi:gh 
Power Equipment Plant, Hyderabad for which orders have since 
been placed. 

3.2. Another agreement was concluded between the two Gov-
ernments on 11th May, 1964 under which a second long-term credit 
of Rs. 40 crares (Rs. 63 crores after devaluation) was given by the 
Government of Czechoslovakia for import of components, etc. A 
part of this credit was allocated to H.P.E.P., Hyderabad for its ex-
pansion and for the import of components against which contracts 
for the import of components valued at Rs. 11.84 crores have been 
placed. 

3.3. In a written reply, the Company stated (April, 1972) that 
a total sum of Rs. 32 crares was allocated to the three projects toge-
ther viz. High Power Equipment Plant, Hyderabad; High Pressure 
Boiler Plant, Tiruchi and Heavy Engineering Corporation, Ranchi. 

An amount of Rs. 15.29 crores has been utilised bv HPEP, 
Hyderabad up to 31-1-1972 against the second Czech credit. 
(b) Agreements with Consultants 

3.4. (i) In pursuance of the Agreement executed in November, 
1959, the Czechoslovak experts submitted a preliminary project re-
port in November, 1960. The Agreement for the preparation of the 
Detailed Project Report for the manufacture of 12 MW and 25 MW 
turbo generator sets at a cost of Rs. 52 lakhs was entered into with 
Mis. Technoexport, Prague (later on designated as Skodaexport) 
in June, 1961 and the R~ort was completed by them in September, 
1962. In the meantime, the range of the equipments to be manufac-
tured was revised from 25 MW to 60 MW in June, 1962 and then 
to 100 MW in August, 1962. The collaborators thereupon submitted 
a Supplementary Report in February-March, 1963. bringing out the 
changes in the construction and technological part of the Detailed 
Project Report for the manufacture of 100' MW units bv utilising 
the equipment already proposed to be installed in the Plant. The 
Government accepted the Project Report in July, 1963. The Com-
mittee on Public Undertakings in para 35 of their 39th Report 

o. 



(Third Lok Sabha-March, 1967) came to the conclusion that there 
was no crystalized thinking regarding the range of the eQuipments 
to be manufactured and the entire project was conceived and pro-
ceeded without basic data or exact knowledge of the future reQuire-
ments. 

In view of the changes in the scope of manufacture, the Com-
pany agreed (as per Agreement entered into in April, 1965) to pay 
an additional sum of Rs. 130 lakhs (Rs. 170.92 lakhs-post-devalua-
tion) over and above Rs. 52 lakhs. thus bringing the total payment 
to Rs. 182 lakhs (Rs. 222.92 lakhs-post-devaluation) to the colla-
borators for the preparation of Detailed Project Heport. and the 
supply of design and technical documentations. etc. for the manu-
facture of turbo-sets of 25 MW. 60 MW and 100 MW. 

3.5. During evidence, the Committee enquired whether the 
Hyderabad Unit had received any order for the ~anufacture of 
turbo sets of 25 MW each. The Chairman. BHEL stated that the 
25 MW set was included in the earlier profile of the Hyderabad 
Plant and the smaller sets were also there. No order for 25 MW set 
had been received by them. They had received an order for 18.2 
MW for Bokaro. Now the capacity of turbo sets had greatly in-
creased all oV,er the world. The Chairman admitted:-

"It is true that we have not manufactured exac:ly the 
25 MW set but we have been receiving orders for the smaller 
turbo sets required for the chemical industry etc." 

They could not say whether they could directly utilise sets of 
25 MW. They had paid Rs. 93,000 for the 25 MW turbo set documen-
tation. The cost of documentation of 12.5 MW set was not split but 
it was included in the general provision that they had made for 
the setting up of the plant. 

The Committee enquired whether for the manufacture of 12 MW 
and 25 MW sets, payment to the extent of 52 lakhs was to be made 
in accordance with the agreement entered into in June, 1961; the 
witness stated: 

"That was for the general project report and the complete 
setting up of that factory including the listing of all the 
machinery. Subsequent payment was to be made for the pro-
ject as a whole. For documentation of 25 MW sets, we have 
paid Rs. 93,000 only. 

We have paid 130 lakhs for the technical documentation 
for 12, 60 and 110 MW when we expanded capacity for 
Hyderabad Plant. For 25 MW set, for partial documentation 
we paid Rs. 93,000/-". 

3.6. The Committee find that a sum of Rs. 130 lakhs was paf~ 
to the collaborators for the technical documentation for manufacture 
of 12, 60 and 110 MW turbo generator sets for expanding the capa-
city of the Hyderabad Plant, over and above a sum of Rs. 52 lakhs 
pafd to them for the preparation of Detailed Project Report In con-
nection with the manufacture of 12 MW and 25 MW turbo-genera-
tor sets" A sum of Rs. 93,000 was paid for design documentation for 
25 MW sets. The Committee note that the Plant bas not received 
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any order for the manufacture of 25 MW sets and there Is hardly 
any likelihOOd of the plant receiving any such order because the 
present trend all over the world appears to be for turbo sets of 
higher capacity. The expenditure of Rs. 93.000 Incurred on obtaining 
documentation of 25 MW sets has proved to be Jnfructuous. The 
Committee would like to reiterate their earlier conclusion given in 
para 35 of 39th Report of Committee on Public Undertakings 
(March 1967) that there was no crystalized thinking regarding the 
range of the equipments to be manufactured and the Project was 
conceived and proceeded without basic data or exact knowledge. 
The Committee note with concern the undue haste in taking impor-
tant decisions on such projects for manufacture of capital machin-
ery without a proper deQland survey and without carefully analys-
Ing and understanding the design trends In the size of turbo-
generators which have such vital bearing on the economics of gene-
ration of power. 

(c) Recovery of Liquidated Damages 

3.7. According to the Project Report submitted in Septe.rI).ber. 
1962. the cost of the factory for the production of 12 MW and 25 MW 
turbo-sets was estimated at Rs. 3,417 lakhs. Taking into considera-
tion the revised scope of manufacture covering 55 MW and 100 MW 
turbo-sets. the total cost of the Project (includinlZ Rs. 599.03 lakhs 
for township, traininlZ and deferred revenue expenditure) was esti-
mated at Rs. 3,345 lakhs (Rs. 72 lakhs less than the earlier esti-
mates) in July. 1963. The reduction in the total cost of the Project 
was the net result of the provision for certain items not included 
in the original estimates (Rs. 599.03 lakhs) and the decrease in the 
estimated cost of civil construction works (Rs. 101.07 lakhs) and 
machinery and equipments, etc. (Rs. 589.86 lakhs) due to the follow-
ing reasons:-

(a) Modification of specifications and adoption of current 
rates in the case of civil works. 

(b) Adoption of more realistk prices for the machinery and 
equipment and changes in the machinery consequent 
upon the modifications in the design of the plant. 

(ii) Apart from the above. the Company entered into a contract 
with Mis. Technoexport (later on designated as Skodaexport) in 
July, 1963 for the delivery of machinery. equipment and documen-
tations, etc. at a cost of Rs. 3.43 crores (pre-devaluation)'. 31 other 
contracts were also entered into with the same firm durinlZ the 
period from Julv. 1963 to February. 1969 for the supplv of machinery. 
equipment, instruments, jigs, tools and components as well as for 
importing technical know-how for the manufacture of turbo-sets. 

3.8. The above contracts included a clause for the recovery of 
liquidated damages at 1 per cent of the FOB price of the machinery 
Rnd eQuip.ment for every 30 days of delay in supply bv the suppliers 
subject to the limit of 4 per cent. of the FOB price. There was de-
lav in the completion of supplies in resnect of 19 contracts. and 
the liquidated damages recoverable worked out to Rs, 4.41 lakhs 
(approx.)'. 



In June, 1967 the Project preferred a claim on Mis. Skodaexport 
tor the recovery of liquidated damages amounting to Rs. 0.54 lakh 
in respect of the main contract dated 10th July, 1963 and adden-
dum-I dated 18th November, 1964 thereto. In addition, the Prc;lject 
has also preferred certain claims for the recovery of liquidated 
damages without indicating the value. 

The Ministry haye stated (July, 1970) as follows:-
" ....... c.the claims have been primarily lodged with the 

purpose of ensuring that· they were not time-barred. One can-
not, however, go merely by period of delay for levying the 
liquidated damages. One has also to substantiate that there 
had been a production loss. Therefore, only in such cases 
where the Company are able to substantiate that there has 
been a production loss can we levy the liquidated damages." 

3.9. In a written reply, the Corporation indicated that the mat-
ter had been taken up with the Skod,aexport but they were not 
agreeable to entertain the claim. 

In reply to the claims lodged by BHEL, Skoda export had stated 
that the deliveries had been made according to the production pro-
gramme at HPEP. The Corporation intimated that the extent of 
production loss, if any, only dUel to delayed supplies from Skod:a-
export was being investigated. 

In a subsequent reply, the Corporation stated that the delays 
in respect of some of the contracts ranged from 1 to 2 months only. 
Over and above the 19 contracts there were delays in the comple-
tion of supplies in respect of the following contracts. 

1 .Addendum 3(d) dt. 14-11-68-Castings for 110 MW sets. 
2. Addendum 6(d) dt. 17-1-69-Components for Tata Iron and 

Steel Company. 
3. Addendum 7(d) dt. 6-2-69-Components for Boiler Feed Pump. 
3.10. The Committee note tbat tbere bave been delays In the 

completion of supplies of machinery, equipment etc. in respect of 
19 out of 32 contracts entered into by the Company with MIs,. 
Technoexport (later designated'as Skodaexport) from July 1963 to 
February, 1969. The contracts with the suppliers provided for re-
covery of liquidated damages for delay in the supply at 1 % of the 
F.O.B. price of equipment and machinery. The Committee find that 
against a claim of Rs. 4.41 lakhs recoverable as liquidated damages 
for the delays, the Hyderabad Plant preferred a claim in June, 1967 
On the supplier for recovery of liquidated damages amounting to 
Rs. 0.54 lakh only in respect of the Main Contract of July, 1963 and 
Addendum I of 18th November, 1964. In addlfion, the Plant prefer-
red certain other claims but without lndicatmg any value "with the 
purpose of ensuring that they were not time-barred." The Com-
mittee are surprised to find that claims for liquidated damages had 
been filed without indicating the value thereof and without the ex-
tent of production loss having been detennlned. The Management 
stated (April, 1972) that "the extent of production loss, if any, only 
due to delayed supplies from Skodaexport Is being Investigated". 
The Committee are surprised at the dilatory manner In which the 
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Plant has taken 5 years to determine the value of production loss 
due to delayed supplies of madliDery, equipment, ete.. for support-
ing the claim aDd regret to nete the non-maintenance of suitable 
TeCOlds In this connection. 

The Committee recommend that the Plant should lose no time 
in working out the details and cQmpleting the formalities expedi-
tiously. The Committee also recommend that a suitable system 
should be devised and records maintained whereby production loss 
due to each factory or agroup of factories can be readily assessed and 
claims where necessary are filed In time with complete details and 
followed up till the amounts due are recovered. 

B. Project Estimates 
3.11. The table below indicates the original estimates, the re-

vised estimates and the actual expenditure incurred up to 31st March, 
1969:-

(RuJloos in Jakhs) -----------_.. ---_._--_ ... _----
Renal 
No. 

Particular!'! 

Factory oivil works and other sor· 
vioOB 

2 Machinery, oquipmElnt, cost of Projeot 
Report, eto. 

3 Township (inoluding oonBult.antR 
Mcommodation) .. 

4 Training dopartment 
5 Deferred revenue eXJlonditure 
6 Preliminary expensed 
7 Teohnioal dooumentatlons " 
8 Intorest, 

Total 

Original 
Estimates 

1148·90 

1596·80 

406·26 
64·10 

128·67 

3344'73 

Estimates as 
rcviROd in 

Maroh, 1969 

1148·90 

2125·80 

387·88 
57·83 

117·20 
1·00 

22'92 
63·72 

3925·25 ._----_._---_ .. __ .. _------

Aotual Ex· 
penditure 

up to Ma1'Ch, 
1969 

1093·76 

1867·31 

378·84 
57·83 

117'02 
1·00 

21·50 
63·72 

S6OO·98 

The increase in the revised estimates over the orhdnal esti-
mates was attributed mainly to devaluation (Rs. 175 lakhs), in-
crease in custom duty, freight and insurance (Rs. 345 lakhs), non-
inclusion of interest for the period up to 31st March, 1967 on 
loan capital (Rs. 63.72 lakhs) and technical documentation fee 
(Rs. 22.92 lakhs),. 

3.12. During evidence, the Committee were informed that a 
total' expenditure of Rs. 36.69 crores had been incurred on Hydera-
bad Plant upto 31-12-71. When the original estimate of this plant 
was prepared in 1963, the interest on loan capital had not been 
included, because for the period of construction the project had 
expected to utilise the equity capital and not the loan capital and 
they proceeded on the assumption that they would get sufficient 
equity capital. But somehow when the canital was released, it 
was not only for equity but also for loan. To take this into account. 
the Board of Directors had to include interest also on the loan 
portion that was utilised, . 
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3.13. The witness further stated that the revised estimates were 
submitted to Govern'1lent in April. 1969 but had not been approv-
ed by Government. rn a reply furnished after the evidence the 
Ministry stated that when the revised estimates were examined 
in consultation with the Ministry of Finance. that Ministry had 
asked for certain clarifications. After scrutiny of the estimates it 
was observed that Commitments for expenditure to the extent of 
Rs. 185.10 lakhs were yet to be made and the management was 
therefore. asked in November. 1969 to furnish the information re-
quired by the Ministry of Finance and to examine whether there 
was any scope for reduction in the expenditure yet to be commit-
ted. Meanwhile. a long time projection for the Fourth Plan was 
found difficult because the countrv's power development plans had 
got blurred until the end of 1970. The Plant had no orders for turbo 
nets even upto the end of second half of 1970-71. It was only re-
cently when there was a spurt of orders and the order book posi-
tion improved. that a reasonable projection could be made. Be-
cause of the earlier l<lck of orders on the Plant. the management 
had decided to defer placement of orders for certain machinery and 
equipment to the extent of Rs. 150 lakhs. Certain number of 
machines were a1')0 declared as surplus to the then requirements 
md their disposal was also under their consideration. The ques-
tion whether the revised estimates should be modified to exclude 
these deferred and surplus items was also to be considered before 
the Government could be approached for sanction of the revised 
estimate. Subsequontly. the order book position changed consider-
ably and it was found that the equioment provided for in the 
Detailed Project Report would be nec"c;sary apd that. in fact. these 
machines could b,., made use of also for the diversified production. 
like the industrial turbines and centrifugal compressors, it was 
felt that the provision made in the revised estimate would. there-
fore. be justified. The BHEL. have since furnished the viabUity 
statement to Government in February. 1972. The Ministry have ex-
pressed the view that the delay in sanctioning the revlised esti-
mates was unavoidable in the above circumstances. 

It has also been stated by the Ministry that a formal sanction 
can be given only after the Goncerned authorities viz. Bureau of 
Public Enterprises and the Finance Ministry have completed their 
examination of the estimates. However. control on expenditure 
is maintained through scrutiny on annual capital budget and re-
ports on progress of expenditure received from the Plant. The 
sanction when given would serve as a clear authority for the ex-
penditure incurred or to be incurred. 

3.14. The Committee find that though the Hyderabad Plant 
had submitted revised project estimates to Government as early 
as April 1969 for avproval the same have not been approved. till now 
because the "question whether the revised estimates should be 
modified to exclude deferred and surDlus Items of machinery and 
equipment was also to be considered befo.l'e the Government could 
be approached for sanction of the revised estimate". With the Im-
provement In order book posttlon, It was felt that the equipment 
provided for in the DPR could be mad~ use of and that It would 



aiso cater for diversified items of production such as industrial 
turbines and centrifugal compressors and hence provision made.ln 
the revised estimates would be justified. The Project is stated to 
have furnished the viabUtty statement to Government in Febru-
ary, 19'72. 

The consideration of revised project estimates by Government 
has thus taken more than three years. 

The Committee would like to point out t.hat the project autho-
rities had sent the Revised Project estimates to Government only 
in April, 1969 and that too in an incomplete shape only after the 
actual expenditure (March, 1969) had already exceeded by about 
Rs. 260 lakhs of the original estimates. The Committee stress that 
the Plant authorities should have prepared the Revised estimates 
complete in all respects. and with full supporting details about 
their etfect on economic viability of the Plant in order to obtain 
the approval of Government in time before incurring additional 
expenditure. The Comm"tee deprecate such inordinate delays in 
submiSSion and sanction of revised project estimates. 

C. Progress of Construction 
3.15. The Project Report did not indicate the scheduled dates 

of completion of the various civil works and erection of plant and 
machinery. The scheduled dates of completion of various blocks 
were, however, indicated in the monthly progress report to serve 
as a guideline for follow up action. The table below indicates the 
scheduled dates and the actual dates of completion o.f civil works 
and erection of plant and machinery in the main production blocks 
of the factory:-

S. 
No. 

1 
2 
3 
( 

6 
6 

7 
8 

9 
10 

Shop" 

Rt.<. ... m tllrbino 
Turbo o.ltern&ton 
Orey <Al8t Iron Fouadry 
CMti1.' cleaning shop 
(non. srrollO foundry) .. 
Weldin!! .hop .. 
A.lIdhary worhhup tool 
room mo.intmlfl,ll00 of 
tn&oWDl.ry & equipmont 

Common work.hop 
Wood workinJ! .hop and 

IJattem shop 
G ... produoor 1'1ant 
Pump aaaembling Imd 

teetlng .. ., 

CIvil Work. 

,----""---.--.... Delay. 
Soheduled Aotual 

I>a.to of date of 
oomp<>tiuh oomplu. 

tion 

------ ._-----
Erection of plant ... nel 

machinery 
,--__ .A.-____ -, RcmllJ'k, 

Rohedaled P""ltion 
date of .... 011 

oomplotlon 31st March, 
19611 

-----
y M 

28·2-1966 
28.2.1966 
28·2.1966 

28·1·1966 
31.12.1965 

211-2-ID66 
28·2·1IJ0tl 

31· 7 ·11ItJ5 
AugllKt,l966 

10/67 
9/67 
8/67 

10/67 
10/67 

8/66 
3/67 

8/66 
12/66 

9/67 

1-8 
1--7 
1-6 

I~ 
1-10 

0-6 
I-I 

1-1 
2--4 

3/117 
12/67 
10/66 

9/66 
3/66 

3/00 
(/66 

6/611 

97·1)% 
97·6% 

100% 

96·6% 
96·11% 

97% 
In progr,,.. 

Do 
Do. 

Do 

Do. 
Do 

Do. 

The Management have intimated (December, 1969) that "the 
works have been practically completed and put into use thou~h 
technically completion reports may not have been finalised." 
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The Management have attributed the delays in completion of 
the civil works and the erection of plant and machinery to the 
following factors:-

(1) Non-receipt ·of steel in time; 
(2) foreign exchange restrictions; 
(3) belated receipt of 100 MW study, necessitating re-exami-

nation of machine loading and processes;· 
(4) delay in execution of works by contractors/sub-contrac-

tors; and 
(5) inadequacy of equipment with contractors. 

3.16. In a written reply, it was stated that the scope of the 
project as envisaged in the original Detailed Project Report had 
under-gone considerable change and the Consultants had to pre-
pare fresh project studies for machinery and equipment for the 
manufacture of 60 & 110 MW sets in addition to 2.5, 9.5 & 12.5 
previously contemplated with emphasis on the bigger sets and 
schedules were prepared locally by the local manag~ment in con-
sultation with the Czech experts. 

3.17. During evidence the Committee wanted to know whether 
it was not the normal practice to indicate the scheduled dates of 
completion of various civil works etc. in the Detailed Project Re-
port and whether the reasons for not indicating them ascertain-
ed from the collaborators. The representative of the Ministry stated 
that "the practice varied in different agreements. In the case of 
Hyderabad Project, the Detailed Project Report which wat original-
ly for 12.5 MW and 25 MW was changed to accommodate the 
higher sizes of turbo sets of 60 MW and 100 MW. As regards the 
Civil Works, there was an indication of date in most of the cases. 
But in this particular case, originally, the indications were for the 
lower range. Cvil works also had to be according to what they were 
going to instal in it." 

Asked about the procurement of steel the witness stated as 
follows:-

"In the procurement of steel we have often had diffi-
culties. But the Undertaking has been coming up to Gov-
ernment and we have been pursuing this with the Ministry 
of Steel because there is Steel Priority Committee, there is 
also the Steel Joint Plant Committee. We have been pursu-
ing this at various levels and the Steel Priority Committee 
also is doing whatever is possible. We have been partly suc-
cessful because when the position was very grave, we have 
been able to arrange special imports required for this parti-
cular plant and on many occasions we have been getting 
special quotas from the reserves of the steel Ministry. We 
have been able to secure. but the demand being of a verv 
big order, it has not been possible to meet all of it through 
the reserve etc.". 

The Committee observed that difficulty for foreign exchange 
should not have arisen when the Hyderabad Plant was to be 
financed out of the Czechoslovakian credit', the witness explained 

L/B(D)lLSS-7 
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that the procurement of machinery was not merely envisaged 
from Czechoslovakia, but also from Britain, Italy and West Ger-
many. 

3.18. The Committee note that the Detailed Project Report did 
not Indicate the scheduled dates of construction of various works 
of the Project as the profile for manufacturing programme had 
undergone change. However, the management had hed some tar-
get dates for completion of civil works and with reference to such 
schedules, there had been delays in completion of the clvU works 
of shops-ranging from 6 to 28 months. It Is a moot point whether the 
works have been completed In all respects even now as no techni-
cal completion report has been finalised. The Committee need hardly 
stress the importance of preparing and finalising the completion 
Reports without loss of time for ascertaining the technical devia-
tions and financial excesses. The Committee also find that erection 
of plant and machinery in the main production blocks of factory 
ran behind schedule. These delays are stated to have occurred due 
to non-receipt of steel In time, foreign exchange restrictions. be-
lated receipt of 100 MW study necessitating re-examination of 
machine loading and pHlcesses, delay in execution of works by 
Contractors/Sub Contractors and inadequacy of equipment with 
contractors. The Comm:ttee recommend that Gove.mment should 
allocate high priority for steel to important development projects 
and ensure adequate and timely supply of steel either from indi-
genous plants or by imports so that civil works and schedule for 
erection of plant and mach;nery do not suffer a set back. The Com-
mittee need hardly point out that delay in a plant for manufacture 
of capital goods has wide and far reaching effects on the pro-
gramme for development envisaged in the Plan. 

D. Performance Analysis 
Production Performance 

3.19. The following table givcs the targets as per budget esti-
n .. ates and the actual production during the years 1966-67 to 1968-
69:-

Year 

11166-67 .. 
1967-68 .. 

1968.69 

-------_ ... __ .... - •.. __ ....... _--_.-
Targets 8./l per budget 

estimatos 

.. 1st set (12 MW) 

. . 1st sot, (60 MW) LJ 2nd sot (60 MW) 
. . 3rd sot (60 MW) } 

4th set (60 MW) 
5th set (60 MW) 

Aetuals 

1 Rot (12 MW) 

2 sets (60 MW) 

----_.---------------------
The following reasons have been attributed by the Manage-

ment for the shortfall in production:-
1966-67 

(i) Delay in receipt of imported and indigenous materials; 
(ii) delay in erection of spot welding plant and commission-

ing of foundry and varnishing m~chines; and 
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(iii) non availability and non-receipt of certain materials. 
1967-68 

(i) Non-supply of forgings by Heavy Engineering Corpora-
tion Limited, Ranchi; 

(ii) failure of certain suppliers to supply various castings 
ordered and rejections of cashngs due to manufacturins;r 
defects; 

(iii) non-receipt of certain M.s. Plates planned on J.P.C.; and 
(iv) delay in receipt of pipes. 

1968-69 
Delay in supply of castings and forgings by Heavy Electricals 

(India) Limited, Heavy Engineering Corporation LimiJed, Ranchi 
and others. 

3.20. The CommHtee wanted to know the production targets in 
the years 1969-70 to 1970-71 and the reasons for short-falls in actual 
production if any. 

The Company stated as follows:-

Yoar 

19611·70 .. 
1970-71 .. 
1971·72 .. 

Target of productiun (blUlod 
011 rov isod budgot llsti-

mates) 

Physioal 
Lalli 

·CSN buul's 
4·20 
4·60 
G·()() 

----------------

Aotual Production 

Physioal 
Lakhs 

.CBN bours 
2'42 
2·67 
3·16 

(Upto 16·12.71) 

3.21. The Management explained that the main reasons for short-
fall in production wete the non-availability of basic raw materials 
like forgings, castings, press tools etc. and non-attainment of the 
expected labour effiCiency. Production for the year 1970-71 tad been 
further adversely effected by strike/lock-out during December, 70/ 
January, 71. 

3.22. However there has been progressive increase jn the value 
of production at Hyderabad Plant. 

Year 

1966·67 
1967.68 
1968·69 
1969·70 
1970.71 .. .. 
1971·72 (upto Fobruary, 1972) 

Valuo of 
~roduotiou 
(R.I. In 

Jaltha) 

106'41 
816·38 

13/10·12 
]462·36 

**1313'10 
1268·03 

*Czeoh Standard bOllI'S . 
•• The rcduotion ill value ofprllclllction in 1970·71 is dill' to strike oDlllock out durmg De. 

uember. 11170 and January. 1071. 
L/B(D) lLSS-7(G) 
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3.23. During evidence, the Committee enquired whether Gov-
ernment had looked into causes of shortfalls in the achievement of 
targets of production in the Hyderabad Plant. The representative of 
the Ministry stated that there had been shortfalls in the production 
during the years 1966-67 and 1967-68 because that plant was mostly 
under construction during the year 1966-67. During that period of 
construction they had undertaken certain production which was 
within the capability of the plant to the extent it had been instal-
led. The targets for the manufacture of two sets of 60 MW and 
later three sets of 60 MW were fixed by them only on the basis of 
dates indicated by the customers. Actually when the plant was well 
under construction they were able to produce only one set of 12 MW 
in first year and two sets of 60 MW in the next y~ar (1968-69). There 
was therefore, no real shortcoming on the part of the plant. Though 
the shortfall was not due to delay, certain items like essential con-
denser tubes which were to come from abroad. came late at the 
plant. They also found the difficulty of casting and forging which 
took an unduly lo~ time to get. 

3.24. The Committee find that in the year 1966-67, Hydet:abad 
Plant had set a target to produce one set of 12 MW but produced 
none. During 1967-68 it .produced one set of 12 MW against the 
target of 2 sets of 60 MW. In 1968-69, the target was for 3 sets of 
60 MW each but the actual production was 2 sets of 60 MW each. The 
plant failed to achieve targets of production in the subsequent years 
as well. The C"mmittee find that by and large the same deficiencies 
and obstacles, which hampered the production in the previous years, 
had continued to prevail during the year 1969-70 to 1971-72 viz., de-
lays in the supply of alloy steel castings and forgings, both indige-
neous and imported and non-attainment of expected labour em· 
ciency. The Committee are surprised that non-supply of forgings / 
castings continues to be the major bottleneck In many of the Under-
takings in achieving their production targets. The Committee feel 
that unless this problem is tackled with aU seriousness and prompti-
tude, the production performance of the Undertakings dependent 
on such castings and forgings cannot be expected to Improve. The 
Committee l'eoommend that Government should find out a solution 
by deploying a high powered Task Force of technical experts so 
that this difficulty is overcome. 

Delay in Delivery of Equipment 

3.25. As a result of shortfall in production and also to suit the 
Customers' requirements the delivery dates of certain items were 
revised as indicated in the table below:-

Partioula ... 
D .. tc of 

Order 
l>elivprv date Itcwi ... "J 

originally deliv"ry dllte 
quoted 

----------_ .. _------ ._---
M.!l.E.B •• EnDor" (00 MW) :1·(\· \!l6(\ ])".I'lIIl>or, D"",.mb.,r, 

1967 11168 
MoB.E.B., EMarc n (60 

MW) . . 3·6·10116 Murch, 106A April, 1000 

Promi.ed dILt" 
of oompleting 

(lrdor alld 
delivory 

Extent to which 
deli v •• ry hili! been 

oompl,'ted by Maroh 
1970 

AUIlIIO'. doli •• rod in J An· 
J 69 liMY. 1970. 

AU!lu.t. 1969 Thtlivon·d .,,,,,,,pt lomo 
millor iwlll'" 
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U.P.S.E.B. Harduallanj I 
(60MW).. .. 1lI·2·1967 SeplAlmber, 

1968 
U.P.B.E.B. Harduapnj II 

(60MW).. .. 16·2·1967 Deoember. 
1968 

Delhi 'C' (60 MW) .. 3·3·1967 March. 1069 

Kothagudam I (110 MW) 3.8.1967 s.'li!68ber. 

Kothaglldam II (110 MW) 3·8·1967 SeplAlmber. 
1968 

Pathrathu I (110 MWj .. 8·8.1967 June. 1969, 

Pathrathll II (110 MWj .. 8-8-1967 Deoomber, 
1969 

Bhatinda (110 MW) .. 28-2·1969 May, 1972 

Jo'aridabad I (60 MW) .. 17.12·1008 Not .. vaU.bl" 
Ir .. ridabad II (110 MW 10-12-1969 Not av .. i1ablo 
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" 
June, 1969 

Sepoomber, 
1969 

Soptember, 
1069 

Dooember. 
1969 

S"pWmber 
1969 

Solltember, 
11170 

3 II 

October.I969 94·3%. 

October.l969 80·0%· 

Deeemb6r. 1 '6.1 94 ·9%. 

March. 1970 likely to be complotod 
in Maroh. 1971. 

Juno. 1070 Do. 
in 1971.72. 

.J line, 1970 Do. 

JUDe. 1971 Likely to be completed 
in 1972-78 

Order recently rece.lv. 
ed. 

3.26. The Committee pointed out during evidence that it would 
not be in the interest of the producer to make promise to deliver 
on a date which was not adhered to. The representative of 
Ministry stated that in certain cases they had been ready to deliver 
but the customers were not ready to receive the sets. The Chief. 
Planning and Development, BHEL further informed the Committee 
that in certain cases, dates were fixed by the Planning Commission 
and that by and large, deliveries of main equipment had always been 
kept up. The original date was contemplated for the incomplete 
supply but the revised delivery date was fixed for the complete 
supply. They were, however, not able to do so as the layout and 
construction details had to be finalised by customers. 

3.27. It was pointed out that in two cases, one in Kothagudam 
and the other in Pathrathu there were some delays locally and the 
parties concerned had not been able to receive what the Plant had 
produced. At Badarpur also their set was lying ready but the party 
was not able to receive it. The V.P. Govern'llent had been asking 
them to release that set for them. 

The Ministry have stated (.Tuly. 1970) as follows:-
"in the case of Kothagudam and Pathrathu, the Andhra 

Pradesh and Bihar Electricity Boards had them~elves stalled 
deliveries as the site was not ready to receive the eQuipment. 
The production for Pathrathu is likely to be diverted to 
Bhatinda because of the delays on ttte civil engineering 
works at Pathrathu." 

3.28. The Ministry further explained that the turbo sets manu-
factured by BHEL consist of three major items of main equipment 
viz. condenser, turbines and alternator. The first item which is 
needed by the customer for commencement of the erection is the 
condenser. After this follows the erection of turbine and alternator, 
and accessories. Normally these equipment are sent to site pro-
gressively to suit the needs of the erection at site. If the civil foun-
dation for erecting the equipment is not ready at site, the customer 
will have to make necessary facilities for storing the parts at site. 
The alternator parts have to be stored in such a way that there 
is no absorption of moisture by! th~ windings. 
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The erection work can commence only when the foundation 
has been checked and approved by BHEL. For facilitating the erec-
tion work, the customer wnJ have to make the necessary cranes 
available. In the case of Ennore, Hflrduaganj and Delhi Thermal 
Power Stations, all the equipment for the turbo sets had been sent 
to the site to suit the commencement of the erection at site. For 
Kothagudam, Pathrathu, Guru Nanak and Faridabad Power Sta-
tions BHEL have been able to manufacture the components well 
before they were needed at site. Actually in certain cases the com-
pleted equipment is being stored by BHEL since the customers have 
not been able to arrange for receiving them at site. 

Apart from the main equipment described above, the plant was 
called upon to supply piping and valves after the finalisation of 
the layout by the customers and in all the cases this was done very 
much later by the customer or his consultant engineers. 

3.29. The Committee note that Hyderabad Plant had not been 
able to adhere to dates of delivery of sets quoted by It to its cus-
tomers. 

While the Committee appreciate that certain delays are In-
evitable due to the customers not being ready to receive the sets on 
account of delays in Civil Engineering works at the site 01' lack of 
handling faclllties, etc.. the Committee stress that the Plant should 
strictly adhere to the delivery schedules accepted by It. The Com-
mittee need hardly impress that non-adherence to due dates of the 
delivery and consequential delays have far reaching implications In 
as much as they accentuate the power shortage wh.ich adversely 
atJects the industrial development. 

E. Built up capacity and projection for utUisattolJ. thereof 
3.30. In July, 1968 the Management reported to the Board of 

Directors the position relating to the capacity likely to be developed 
and utilised till the end of the Fourth Five Year Plan i.e. 1969-70 
to 1973-74. The capacity likely to be developed was, however, revis-
ed downwards in April, 1969. The following table gives the capacity 
likely to be developed and expected to be utilised, on the basis of 
orders in hand, as indicated in April, 1969 and December, 1969:-
-----------------------

Item 
Capaoit.y likely to 

be dt1veloped aR 
e8timated in April 
1969 and December, 

1969 
---.-------------

Capaoity eltpeoted to be ut.ilieed 

Tlooomber, 1969 
. - ----- .. ----

No. MW. 

April, 1969 

No. MW. No. MW. 
Rt.oam TurbineA and O"ne· 

rators 
1968·69 
1909·70 
}970.71 
1971-72 
1972-7l1 
HI73-74 

.. 
3 

.. 
300 
olSO 
/1/10 
880 
8RO 

.. 
3 

-------- ..... _--- '---' .. _-._----_.-._----

.. 
300 
475 

.. 
280 
390 
280 

NotA-r-Tho Projoot, hM intimatod (Septflmher, 11170) t.hn,t OrdOTR have amon been rcoeivM 
or 3 Rnt.s of 110 MW on,olt Itnrl 2 MotA of 60 MW ('noh to 1)(' (ldivor(J(l <turill/( 11172-73 and 11173·74, 

r 
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3.31. During evidence, the Committee enquired the reasons for 
downward revision of the expected utilisation of the developed 
capacity during' 1969-70 when there were sufficient orders in hand 
in Hyderabad Plant. The Chairman of BHEL replied that the reason 
for downward revision was the difficulty in getting castings and 
forgings. 

The Committee desired to know as to why there had always 
been only downward and never an upward revision of the expected 
utilisation of the developed capacity, the witness explained that they 
were still learning the job and hence there were only downward re-
visions. 

Asked whether there hag. been any revision of capacity since 
December, 1969 the witness stated as follows:-

"There has been no revision of the developed capacity. 
The production programme that we had for 1970-71 was 280 
MW. This was the developed capacity also. We could not pro-
duce anything more than these 280 MW even if we had orders. 
For the next year, 1971-72. we had programme for 390 MW 
i.e. three of 110 MW and one of 60 MW. And we have been 
able to keep up this. For the next year, 1972-73. we have pro-
gramme for 4 of 110 MW, and I am sure we will keep UP this. 
For the next year, we have got programme for 5 of 100 MW 
and one of 60 MW. And for onwards, we have programme to 
keep at that level unless I get more orders in which case, I 
can step it up." 

3.32. The expected utilisation as compared with the actual utili-
sation of this unit was as follows:-

1969-70 .. 
1970-71 .. 
1971-72 •. 

Expcocoted utilisation A otua\ utDisation ,.---__ ....Il.--__ _ ,... ~'--------
In ORIl. hl'8. RA. ir \akhR III 08n. hrs. Rs. in \akha 

1,47/'1 2·42 iakbs 1,296 .• 4·2 \akhR 
.. 4·6 \akhR 
" 6·0 iakhR 

1,268 2·67 lakhs 1,0711 
1,4115 S' 1 6 iakhs 6711 

(nptn 16th Dco. 1971) 

3.33. Asked as to what were the reasons for downward revision 
of the expected utilisation of the developed capacity during 1969-70 
and in 1970-71 when there were sufficient orders in hand, BHEL gave 
the following reasons. 

(i) The delay in receipt of castings and forgin~s as already 
explained did not permit necessary manufacturing ex-
perience to reach the developed capacity envisaged. 

(ii) The order book position became satisfactory only in the 
last quarter of 1970 vis-a-vis the manufacturing cycle of 
36 months for these turbo sets. 

(iii) During 1970-71, there was a strike and lockout for five 
weeks. 

It has been stated by BHEL that on the basis of a further study 
made in September, 1970 the utilisation of. capacity in the future 



78 

years is anticipated to meet a production of 5 x 110 MW turbo sets 
by 1973-74 which will suit the orders on hand and thereafter depend-
ing on the orders receiv~d. 

3.34. The Committee note that according to the studies made by 
the Management in April, 1969, capacity expected to be utiUsed at 
the Hyderabad Plant during 1969-70 and 1970-71 was 300 MW and 
475 MW respectively, but in the study made in December, 1969 the 
capacity expected to be utilised was reduced to 230 MW and 390 MW 
respectively even though there was no paucity of orders to be exe-
cuted during these years. A further study made in September, 1970 
revealed that the Plant plans to utilise capacity to the extent of 390 
MW (3 x 110 MW and 1 x 60 MW) in 1971-72. 440 MW (4 x 110 MW) 
in 1972-73 and 560 MW (5x100 MW and 1 x 60 MW) in 1973-74. 

The Committee were informed that utilisation of capacity de-
pended on three main factors viz (1) order book position (Ii) avaU-
abmty of special castings and forgings and (Ul) development of 
skills. The Committee find that though Hyderabad Plant went into 
production in 1965-66 and had more than 6 years experience in the 
line, yet inadequate development of skill continue to be advanced as 
one of the factors coming in the way of fuller development and, utlli-
sation of capacity. This means adequate pfloris have not been made 
in this direction so far. The CQrnmittee, therefore, recommend that 
Management should draw up a well coordinated and time bound 
training programme for development of skills at 'all levels of wor-
kers and supervisors, in order to utilise the capacity of the plant at 
optimum level. 

The Committee have else-where made recoDl.!!lenda~on for an 
advance co-ordinated plannin~ for the supply of forgings' and cast· 
ing's by the indigenous manufacturers both in the Public and Private 
Sector. 

F. Labour Utilisation 
3.35. Hyderabad Unit commenced p'artial production in Decem-

ber. 1965 but no analysis of labour utilisation was made till .July, 
1966. The following table indicates the total hours available and the 
idle hours of labour due to various factors during the years 1967-68 
and 1968-69:-

.. -------------- -------------.... _._--
Sorial ReaaonR for idleness 

No. 

1. Want of work .. 
2. Want ofmat~rial .. .. ,. 
3. Want of ornne, toola, fixturOll and 

maohines .. .. .. 
4. Other reasolls vi7.. power failur!', want 

ofillRpeotion, instruot.ion, IltO. 

TOTAL 

0. Total nvnilable hOllrs . . . . 
fl. Pllro"nt'''g'e' of i.lIll hour" to nVRilRhlc 

hOllrs 

11167-68 1968-69 1969-70 

--.. --
47,828 3/1,440 46,691 
19,272 60,067 45,900 

30,778 40,018 29,692 

41,002 1'i3,502 61,203 

1,38,880 1,89,027 1,83,544 
.--------~------

7,38,000 18,39,000 20,99,846 

18·8 10·3 9·7 
(JOAt. of i<llll hours durin/!: 69-70 wOl'k"d 011 t, 

t.o RH. 3·76 lakha. 
-'--'-'-'--"- ----- .. _---...... ------ " ..... _-_ .. - .. --_ ..... -_ .... __ .. -.----
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During the years 1967-68 and 1968-69. the idle labour hours 
(1,62,607 hours) for want of material and work represented about 50 
per cent of the total idle hours. The Management have worked out 
the cost of idle labour at Rs. 1.68 lakhs during 1967-68 and Rs. 2.39 
lakhs during 1968'-69. 

The Ministry have stated (July, 1970) that in the initial one or 
two years of production "the labour force drafted would be in excess 
of the actual requirements for the output in the year, partly because 
they would be under training and partly because they would be ab-
sorbing the skills." 

3.36. The Undertakings in a written reply, have stated that the 
reason for labour remaining idle for want of work when there were 
sufficient orders in hand was due to the delay in the receipt of criti-
cal castings and forgings and other material with consequential de-
lay in the flow of the assemblies from one work-centre to another 
and also due to defects noticed during the process of manufacture. 
Idle time on this account was unavoidable to a certain extent in 
Heavy manufacturing! Industry. The non-utilisation of l~our for 
want of instructions and tools was stated to be due to the fact that 
in the initial stages, instead of waiting for special tooling and fix-
tures. specified by the collaborators these were merged into the 
manufacturing process in the shop and sometimes these had to 
await further clarifications from the Engineering and Inspection De-
partments. The defects in the materials like blow holes etc. also 
called for rectification by using special welding techniques and other 
metallurgical aspects which also- called for such consultations and 
consequential non-utilisation of direct labour. In the initial stages 
of manufacture in a heavy Engineering F,actory. a certain amount 
of discussions on the manufacturing technique sujtable to the Plant 
and tooling was inevitable resulting in some loss of direct labour 
hours. 

3.37. The Committee desired to know the latest percentage of 
idle hours to available hours in Hyderabad Plant. The Management 
stated that the percentage of idle hours to total available hours in 
1970-71 was 15.1 and this increase was due to the strike and lockout 
preceded by go-slow tactics. The main reason for labour remaining 
idle for want of work in certain work centres when there were seve-
ral orders on hand was ascribed to defects in the castings and forg~ 
ings noticed during the course of machining and delay in receipt of 
critical castings and forgings and other materials with consequential 
delay in the flow of assemblies from one work-centre to another. In 
the initial stage of manufacture a certain amount of deviation in 
the manufacturing techniques and tooling was inevitable. There is 
however, a downward trend on the idle time with the stablization 
of methods and processes. 

3.38. The Committee note that percentage of Idle hours to avail· 
able hours at Hyderabad Plant was 18.8 in 1967-68. 10.3 In 1968-69, 
8.'7 in 1969-70 and 15.1 in 1970-71. The cost of total Idle hours was 
Rs. 1.68 lakhs in 1967-68, Rs. 2.39 lakbs in 1968"'9 and Rs. 3.76 lakhs 
in 1969·70. 'lbe Committee were lnfonned that the main reasons for 
labour remaining Idle for want of work in certain work centres when 
there were several orders on hand were the defects noticed In the 
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castings and forgings during the course of machining, delay' in re-
ceipt of critical castings and forgings and other materials with con-
sequential delay in the flow of assemblies from one work centre to 
another and that in the initial stage of manufacture a certain 
amount of deviations in the ma'nufacturing techniques and tooling 
was Inevitable. Normally as the plant J:Il'oWs in experience and ab-
sorbs new skills, labour utilisation should improve. The Committee 
however, find that Uyderabad Plant idle labour hours have Increas-
.~d from 8.7 per cent in 1969-70 to 15.1 per ~ent in 1970-71. This steep 
increase has been attributed by the Management to strike and lock-
out preceded by go-slow tactics by employees. 

The Committee stress the need for coordinated action by Man-
agement specially 1n the field of procuring orders well in advance 
and arranging the supplies of materials and quality castings and 
forgings so as to make for optimum utilisation of labour and machi-
nery and reducing the percent~.ge of idle hours to avaUable hours of 
work. 

The Committee have made horizontal studies on Personnel Poli-
cies and Labour Management Relation in Public Undertakings. The 
Committee have no doubt that if implementation of recommenda-
tions contained in that Report is done in letter and spirit, wlIl pro-
mote healthy relation with labour and avoid strikes and lock outs in 
future. 

G. Profitability of the Project 

3.39. (a) In the Detailed Project Report, the consultants had 
forecast losses up to the 8th year from the commencement of con-
struction or the 4th year from the commencement of nroduction. The 
Proiect went into production in December, 1965 and showed losses 
during 1966-37 to 1968-69. The profitability study made by the Pro-
;ect in March, 1969 indicated lo<;ses during the Qeriod from 1969-70 
to 1973-74 as well. The position was re-assessed in June, 1969 but 
the resultant losses were the same as indicated in the profitability 
study made in March. 1969. 

3.40. In December. 1969 a fresh exercise was made Dn the basis 
of the price under discussion bv H.N. Ray Committee. On this basis. 
the loss/profit for the period from 1969-70 to 1971-72 was expected 
to be as under:-

Partioulars 19f19·70 11)70·7) 1971·72 

MW MW MW 
Planned developNl on.pnoit.:v 300 560 flflO 
Ut.lliSM. oapRcit.:v 230 31)0 280 

(RA. in lakbal 
Cost of sn.loA 1,604 1,793 I,Sll 
Sa)l'valul' at landed ooat. 1,560 1,874 7!15 
Profit (·I)/Loss (-) at In.ndcd oost (-)134 (+)81 (--)516 

~ -~--.. - .. _._-----•.. _ .... _ .. _---_.------_ ... _-_._- .. _--_. __ ._ .. _-.. -------
If the rrices are ultimatelv fixed at levels lower than those 

taken into consideration in the above profitability study. there will 
be corresponding change in the results of working. 
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(b) The element of fixed expenses included in the cost of sales 
are given below: 

Serial 
No. 

1 
2 
3 
4 
I) 

6 

Sa.la.ries and Wages 
Con8ulta.nts, oxpnllso8 
Depreciation 
Interest 
Share ofDRE 
Other expenses .. 

_______ •••••• ____ •• o 

19611-70 11170·71 1H71-72 

173 181 200 
85 (Ill Gil 

203 223 23G 
241 310 310 

36 40 42 
101 112 112 
--~--------..... -

S3S 932 1166 

----------------------------
3.41. It has been stated that "in view of the uncertain position 

of the utilisation of capacity and the manufacturing programme no 
definite idea as to the extent of loss likely to be sustained on ac-
count of non-utilisation of the developed capacity can be formed at 
this stage-" 

The Committee were informed that the H. N. Rav Committee 
which was appointed in March, 1969 had not taken up' the question 
of settling the price for 110 MW Turbo set manufactured in the 
Heavy Power Equipment Plant. Hyderabad. 

3.42. The Committee find that according to the exercise done by 
the undertaking in December, 1969 on the basis of the price under 
discussion by H. N. Ray Committee, Hyderabad Project was exoect-
ed to incur loss (at landed cost) of Rs. 134 rlakhs in 1969-'70, profit of 
Rs. 81 lakhs in 19'70-'71 and loss Rs. 516 lakhs in 19'7l-'72. As against 
this, the Project has actually incurred net losses of Rs. 331.01 lakhs 
in 1969-'70 and Rs. 101.00 lakhs in 1970-71. The Committee recom-
mend that the reasons due to which the Project bad contlnued to 
incur losses even though Consultants had forecast losses upto the 
4th year from the commencement of production should be thorough-
Iv investigated. The production in Hyderabad Project commenced In 
1965-66 and accordingly there' should have been no losses In the 
year 1969-'70 and thereafter. 

The Committee are 8umrl",ed at the statement that "In view of 
the un(,,ertaln position of the utilisation of capacity and the manu-
facturing programme, no definite Idea as to the extent of loss Ilkely 
to be sustained on account of non-utilisation of thp developed capa· 
city can be formet!". When the undertaking- has already worked out 
the programme 'of 1)roductlon and utilisation of capacity to end of 
19'73·'74. the Committee feel that It Is high time that the man.a.a-ement 
lIoplv their mind to this Important question, estimate the 1.os8(,"I1 
Profit lind aCflonlfn2"b take adeonate nrecautloYlarv mea'l"1"e.~ ""it 
reduce their standln2" expenses with a view to develon comoet.lttv(' 
nrlce<; for the J).1"Odn~t", and rea~h brp.a1{ pvpn nof"t ~t thp p" .. U,..,f 
Thp. Committee would also like Government to settle without fnrther 
delay the tn'h',e which the undertaklnn Is to be II110wed tn ch~r,..,. for 
tf.efT 110 MW generating sets and other. plants and equlpments. 
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H. Costing System 
. 3.43. The Project has adopted job costing system for compila-

tion of costs. The cost relating to each job is compiled under the fol-
lowing heads:-

(1) Direct material 
(2) Direct labour 
(3) Stores overheads 
(4) Factory overheads. 

Stores overheads representing the storage and handling expen-
ses of the stores department are charged as a percentage on the direct 
material cost and the factory overheads as a percentage on the 
direct labour cost. Direct labour being a very small part of the total 
cost, the percentage of factory overheads to direct labour cost during 
the year 1968-69 worked out to 2000 per cent approximately. Thus, 
under the present system, a wrong or incorrect allocation of direct 
labour cost can result in a complete distortion of the job costing. 
In this connection, the Company's Auditors in their special report 
on the accounts for the year 1968-69 observed as under:- . 

"Direct labour forms very small part of the total costs. 
From a review of the Manufacturing Account, it is seen that 
direct labour was Rs. 11.54 lakh., whereas indirect labour was 
Rs. 110 lakhs. The element of direct labour beinlY small, the 
percentage of factory overheads to direct labour works out to 
approximately 2C()0 per cent. It will, therefore, be appreciat-
ed that a slight wrong or incorrect allocation of direct labour 
would result in a corimlete distortion of the job-costs. In in-
dustries of this type which are capital intensive, the selection 
of direct labour as a basis of allocation of overheads has to 
be considered in the light of the circumstances of each case. 
Wherever the machine forms the predominating factor in pro-
duction unit. the question of allocation of overheads on the 
basis of machine hour rate should, therefore, be considered." 

3.44. The Ministry have stated (July. 1970) that "as the plant is 
operating below its optimum capacity it is considered that the in-
troduction of machine hour rates will not yield any useful results at 
this juncture. However. the introduction of machine hour rates is 
under active consideration and will be introduced at the opportune 
moment." I 

3.45. The Company in a written replv (April, 1972) have inform-
ed the Committee that the Plant was still operating below its opti-
mum level and the production was increasing at a rapid pace from 
year to year. Diversification of production was also being introduc-· 
ed. Machine hour rates had not yet been introduced as production 
had not yet been stabilised at an optimum level. Efforts were conti-
nuouslv being made to reach the optimum capacity as early as possi-
ble and the auestion of introducine: machine hour. rates was stated 
to be still under active consideration." 

3.46. The Committee are sUl1Jrlsed to fin;t that though as back 
as in July. 19'70 it was stated bv the Ministry that the lntroductlo!!. 
of machine hour rates was under "active con!dderation", the same 
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had not been introdUCed as yet in the Hyderabad Plant. The Com-
mittee were informed by the Management In April, 1972 that thiS' 
matter was "still under active consideration". The Committee recom-
mend that a decision on this question should be arrIved at early and 
the Management shoUld ensure that scientiJlc system of cost control 
is adopted by the unit. 

1. Import Substitution 
3.47. The Detailed Project Report did not give an indication of 

the phased development of indigenous manufacture. In April, 1967, 
the Project, however, laid down the level of components and raw 
materials to be imported as under:-
------------------------------

year of produot ion 
1st and 2nd scts of fiOMW 

II YCIU' of pl~)ductioll 
3rd and 4th sets of 60 MW .. 
5th &nd 6th sets of no MW .. 

III yoar of production 
7th BOt of 60 MW and onward~ 
1st set of 110 MW .. 

I V year of production 
2nd set of 110 MW 
:kd set of I J() MW .. 
4th set, of 110 MW .. 
5th ad of 110 MW .. 

Com pOll ell LS 
to be im-

ported 
(inoluding 

olLHt,ings and 
furgings 

from 
COllsultan tH) 

% 
75-78 

55-60 
26-28 

12 
7() 

54 
25 
lIS 

Raw materials 
to be 

iml'ortoo. 

% 
8 

12 
15 

211 
10 

15 
15·18 

20 
5 Lower. if 

oo.stings and 
forging" bo-
0010(' available 
indigenously. 

-----------------"----------------------
According to Audit Report the actual achievement could not be 

compared against the above expectations as Project had not worked 
out the actual cost of the first two sets of 60 MW each. Besides. the 
materials had also not been analysed to determine the percentage 
of imported raw materials consumed. 

3.48. The Committee asked why Hyderabad Project had not 
worked out the actual cost of the first 2 sets of 60 MW each. Besides, 
materials had also not been analysed to determine the percentage 
of imported raw materials consumed. In reply the undertaking stat-
ed that "the manufacture of 2x60 MW sets was completed only 
during the year 1969-70. In 1968-69 they were not 100 per cent com-
pleted. The actual cost of production of these two sets has been 
computed and no difficulty was felt. During the year 1970-71 two 
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more sets of 60 MW capacity have been treated as sales and the cost of 
production for these set~ has also been computed." It was also st!lted 
that the import of components was regulated on the basis of the 
agreement which was finalised on Mis Skoda Export and hence 
there was no difference between the percentage laid-iiown and the 
actual imported content. 

3.49. The undertaking has also intimated that the indigenous 
work content as measured in CSN hours for each set has been steadi-
ly increasing. 

3.50. The Committee note that the Detailed Project Report had 
not given any indication of the phased development of Indigenous 
manufacture and the Plant has been regulating the import of com-
ponents and raw material according to certain levels based on the 
Agreement entered with Mis. Skoda export in April, 1967. The Com-
mittee have been informed that indigenous work content as measur-
ed in Czech Standard Hours for each set has been steadily Increas-
ing so that the Plant would be able to achieve self-sufficiency soon. 
The Committee recommend that the Plant should intenSify Its etforts 
to identify indigenous manufacturers who could feed the Plant with 
components~raw materials of required specifications In substitution 
of the imported components and raw material. 

J. Inventory Control 
3.51. The following table indicates the comparative position of 

the inventory and its distribution at the close of the last four 
years:-

(Ra. in lakbA) 

11166-67 H167·68 1968-69 1969-70 

1. Construction st,oI'<l~ 88·35 31l·26 29·26 17·91 
2. Prcuiuot.iou Rt.orc:-1 . . .. 59·32 61l'06 77·27 117·99 
3. COII~t.ruot.ion 6(.or1'8 in tmll~it .. } 0·74 1·02 

2iH2 
4. Pl'OUuOtioll Htorc~ in transit .. 2·62 6·63 12·75 
O. H.a.w matl,ria.ls .. } 111·73 141·41 197·64, 

1911·38 
6. Compunonts .. 170·7S 290·76 206·68 

7. R.aw materia.ls in trall.8it .. } 13·68 25·34 20·4,1 
344·66 

8. Compononts in transit ., .. 201·39 68,,9 36'17 
9. Works in-progress .. 166·31 722·85 1334'12 1285·M 

10. Consllmltion of raw materials, 
..torUH an oompononts .. . . 140'4/1 436·46 725·18 659·01 

I. 1. C1()sing stook in terms of months, 
oonsumption (oxoluding those in 
tran~it and o()llstructiun stores). 22·1 9·6 8·4 9·1 

----~--~ .... -

3.52. As on 31st March, 196M, the Project declared construction 
stores valued at Rs. 17.08 lakhs as surplus. Of this, stores worth 
Rs. 4.94 lakhs (approximately) have so far been disposed of (March, 
1969). In addition. production stores worth Rs. 14.55 lakhs procured 
during the year 1966-67 were not issued till March, 1969. 



85 

3.53. The accumulation of components was due to the fact that 
in December, 1964 and March. 1960 the Company placed orders on 
the Collaborators for the SUpply of components for 8 sets of 55/60 
MW and 7 sets of-110 MW respectively without getting allocation for 
the manufacture of these sets at the Project. Up to March, 1969 it 
had received final allocation for 5 sets of Q5/60 MW and four sets of 
110 MWonly. 

The Ministry have stated (July, 1970) as follows: -
"Earlier, there were indications from Government of allot-

ment on the HPEP Plant of B x 60 MW sets and 7 x 110 MW 
sets. Owing to revision in the Plant the immediate allotment 
was for 6 x 60 MW sets and 6 x 110 MW sets. The allotment 
is also expected shortly for the remaining sets." 

3.54. In a written reply. 'the Undertakin,g infO'l"med the Commit-
tee in ,March, 1972 that formal allotment of two sets of 60 MW and. 
one set of 110 MW were to be covered. Orders for these sets have 
since been received. 

In a note after eviden~2 the Ministry have further stated that 
in judging the level of inventory at these plants, it has to be remem-
bered that in the heavy electrical i.ndustry, the products involved 
are highly sophisticated and have a very long manufacturing cycle 
varying from 30 to 37 months or even more. Again, quite a nu.mber 
of components as also certain raw materials have to be imported and 
the uncertainties of such imports as well as the delays involved 
would necessitate the keeping of an inventory level which is suffi-
ciently high to ensure uninterrupted production. Government agree 
with the Management that in this industry. an inventory represent-
ing upto even 12 months consumption is not excessive particularly 
in the context of the lead time for imports and the prevailing scar-
city condition as in the case of indigenous steel. 

On 31-3-1968, the Unit declared construction stores valued at 
Rs. 17.08 lakhs as surpJ us. Further surplus was declared in 1969-70 
for Rs. 4.58 lakhs. Out of the above stores worth Rs. 16.34 lakhs 
(approx.) (July. 1971) been disposed off. leaving a balance of Rs. 5.32 
lakhs (Surplus construction stores). 

3.55. The position as on 1-1-72 of surplus construction stores was 
stated to be as under:-
V.luEI &S on 31·3·68 Decl&red during : 

1968.69 
1969·70 
1970-71 .. .. 
1971·72 (Upto 3j:!2.71) 

Disposod during : 
1968-69 
1961l-70 
1970·71 
11l71·72 

Bo.lo.noe &8 on ]·1·11l72 

---"'---"-" 

Nil 
4·58 

Nil 
Nil 

4·04 
8·13 
3·27 
0·72 

17·08 

4·58 

21'66 

16·41 

1S·21S ---_ ... __ .. _-_. -----_._ .. ----------_ ...... _. -_._ .•.. _---_._. 
Noto-At tho tim!' of f".,tunl v(·rifi(,,.tion Audit pointed onf· th&t ouf, of th" ahov,,_ ~t<)r"M 

worth R~_ )(l'S4 lakhs (l\fJProx,) haY<' _0 far ix'('11 djpp()~('d of /t'&villl! n bnlanpp of R., 0'32 
i&kh. (Hurphls oonstructiull storos). 
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Sirice Compressor Project has started, some of these items are 
being drawn against the requirements of the Compressor Project 
construction, and subsequent to this the balance items shall be 
taken up for disposal." 

Surplus machinery 
3.56. In October. 1968 the Project declared the following machi-

nery valued at Rs. 51.81 lakhs purchased during the period from 
1962-63 to 1967-68 as surplus to its requirements on the basis of future 
expected load:-

Sorial Yoar of Partioulars of machinery CowLtry of origin Value 
No. pur· 

II 
3 
4 

chlll!tl 

1005·66 
1\165·66 
1966·66 
1967·68 

Horizontal Haring Machine WD/160·A/4000 Ozuohoslovakia 
Do. WD/200·A/6000. . Do. 

Centre Lathe HRs 2000/6000 
E.O:r. CI'Q.D{' 30'1' x 24M 

Do. 
. . Yugo8lavia 

(Ra. ill 
Jakhs) 

5 1005·66 Hailing l're8~ .. .. Ozecholliovakia 

12·00 
21'92 
.7·70 
3·17 
4·79 
0'39 
0·87 
0'97 

6 Copying Miliug Maohine ji'KT30 Do. 
7 1963·64 LaUw MK.l'l Horizontal G"ado 1-204n08... India 
8 1962·63 H0:;1zo11taJ Milling MachulO M2H 4 J\O~. Do. 

Total 51·81 

3.57. The Management have intimated (December, 1969) that 
"the machinery was ordered on the basis of the recommendations 
made by the. Consultants for the anticipated loads on the factory. 
With a view to z:educe the capital outlay as far as possible, the Unit 
had made a review of the requirements of machinery and consider-
ed that the load now expected can be dealt with without the num-
ber of machines .... ". 

3.58. The Ministry have stated (July, 1970) as follows:-
(i) The machine at item 1 has since been found necessary for 

future production whereas those shown at items 6, 7 and 
8 are now required for diversification of production since 
taken up. 

(ii) The machine at item 2 has been sold whereas that at 
item 4 has been transferred to the Company's unit at 
Tiruchy. 

(iii) The sale of the machines at items 3 and 5 is being pur-
sued with other undertakings. 

3.59. In a reply furnished after evidence, the unit informed the 
Committee that the data of anticipated load was based on the ad-
vice of the CW&PC the consultants cannot be blamed for having re-
commended the requirements of machinery on the above basis. 

3.60. The Committee note that out of surplus maehlDery worth 
Rs, 51.81 )akhs. Only maebillery of the value of Rs. 12.49 lakhs was 



87 

awaiting disposal in July, 1970. The Committee would like to be 
kept informed. of the latest positioD,. The Committee also recommend 
that a review of the inventory of machinery should be done periudi-
cally with a view to identifying surpluses and to deploy them to 
other fields suitably. Committee also recommend that management 
should ensure that purchase of machinery is undertaken only after 
a thorough assessment 01 anticipated power load in close eoordlna-
Uon with the Government. 

K. Internal Audit 
3.61. The Internal Audit Cell is working under the Financial 

Adviser and Chief Accounts Otlicer. The Statutory Auditors have, 
however, made the following observations in regard to the working 
of the Cell:-

"The progni.mme for Internal Audit although covered the 
entire organisation but in some cases actual work done by in-
ternal audit could not be considered adequate. These relate 
to the audit of foreign exchange section, costing records, 
foreign purchases, valuation of inspection-cum-rece!pt reports, 
verification and valuation of work-in-progress and finished 
goods and review of Sundry Creditors balap.ces." 

3.62. In a written reply, the Undertaking informed the Commit-
tee that the scope of Internal Audit is being extended to cover all 
the aspects of the Company's operations. The appraisal of the per-
formance of the project is being regularly conducted by the Finance 
and Accounts branch and periodical reports are being put up to 
different levels of management. 

3.63. The Committee hope that the Management will conduct 
perforriJ.ance appraisal on the same lines as indicated In their 15th 
Report on }'inanc.al Management. 

The Committee need hardly stress that internal audit report 
being an indicator to the Management about the efficiency or other-
wise of the working of the undertaking should receive adequate and 
prompt attention so that deficiencies and lapses are rectlfled in time 
and the working of the undertaking toned up. 

L/B(D)lLSB-8 



IV, 
SWITCHGEAR UNIT, HYDERABAD 

A. Introductory 
4.1. In July, 1964, a proposal for technical collaboration with 

Mis ASEA of Sweden for the manufacture of Air Blast Circuit 
Breakers of 132 KV, 230 KV and 400 KV, was approved by the Gov-
ernment of India. It was proposed to take up the manufacture of 
Minimum Oil Contraction Breakers also at this unit at a later stage. 

4.2. The Ministry stated (September, 1910) that "the Govern-
ment has already reappraised the need for the capacity of the pro-
duction of switchgear in the public sector. We have asked H.E.I.L. 
to reassess the need for continuing the production of switchgears". 
At present, however, the circuit breakers are being manufactured at 
Bhopal as well as at Hyderabad. 

4.3. During evidence, the representative of the Ministry jnform-
ed the Committee that there were certain circuit breakers that were 
produced both at Hyderabad and in Bhopal. These were not of the 
same kind but of different kinds. For instance, bulk oil circuit 
breakers for 33 KV and 66 KV were manufactured at HE(I) Bhopal. 
Their rupturing capacity was very high. In the oil range at Hydera-
bad, they were producing not bulk oil circuit breakers but Minimum 
Oil Circuit Breakers. The rupturing capacity in Hyderabad Unit was 
less and also cheaper. Bhopal Plant was also producing air circuit 
breakers of 132 KV and 220 KV. Hyderabad was producing Air 
Blasts of only 220 KV. That was the only place where there 'might 
be some overlapping bacause Air-blast of 220 KV were being produc-
ed both at Bhopal and Hyderabad. However, it was stated that the 
continuous production of circuit breakers at Bhopal would not affect 
the load of Hyderabad uni t. 

4.4. The Committee find that at present Air-Blasts of 220 KV arc 
being manufactured both at the Heavy Electricals (I) Ltd., Bhopal 
and Switchgear Unit. Hyderabad. The Committee are not happy that 
manufacture of the same type of products should be undertaken in 
two ditYerent undertakings in the public sector. Overlapping in the 
product-mix involves creation of production facilities at two ditYe-
rent centres, leads to duplication of effort and loss of benefits of 
economy of scale. Tbe Committee, therefore, reconunend that Gov-
ernment should explore the possibility of restricting the manufac-
ture of the Air-Blasts to the Undertaking best suited to It In order 
to secure uniformity of quauty and derive maximum benefit from 
economics of scale. 

B. Appraisal of Capital Expenditure Decision 
Agreements with Collaborators 

4.5. (i) In April, 1965 the Company entered into a collaboration 
agreement with Mis. Allmanna Svensake Electriska Aktiebolaget 
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(A.S.E.A.) of Sweden, for setting up a Switchgear Unit for the manu ... 
facture of air blast circuit breakers. The agreement provided for the 
supplier's credit to the extent of 29 million Swedish Kronors, whlch 
was later on increased to 54.2 million Swedish Kronors under a Sup-
plementary Agreement concluded in June, 1967 to cover :the manu-
facture of minimum oil circuit breakers, subject to the condition 
that the maximum amount of the credit outstanding would not ex-
ceed 29 million Sw. Kr. including accrued interest. The credit which 
was repayable in a period of 10 years was to cover import of capi-
tal equipment and components required for the progressive produc-
tion of air blast circuit breakers and the minimum oil circuit break-
ers. 

(ii) In terms of the licence agreement dated 2nd April, 1965 
with Mis. ASEA of Sweden. the Project pay to them the following 
lump sum amount in 10 equal half-yearly instalments for the ser-
vices rendered and the information furnished for the manufacture 
of HVH 145, 245 and 4'20 air blast circuit breakers:-

(a) In respect of HVH 145 and HVH 245 breakers-one mil-
lion Sw. Kronor (Rs. 14.69 lakhs). 

(b) In respect of HVH 420 breakers-three hundred thou-
sand Sw. Kronor (Rs. 4.41 lakhs). 

4.6. In pursuance of the above agreement, the Company has paid 
technical fee amounting to Rs. 12.15 lakhs in respect of HVH 145 
and 245 breakers and Rs. 4.41 lakhs in respect of HVH 420 breakers. 
Thouh nearly 5 years have elapsed since the agreement was enter-
ed into, the Company is yet to secure orders for HVH 420 breakers 
in respect of which the technical fee amounting to Rs. 4.411akhs has 
been paid to Mis. ASEA. 

4.7. In a written l't'ply. BHEL have stated that inclusion of these 
breakers in the Licence Agreement was based on the overall power: 
plan in the country made by the Central Water and Power Commis-
sion which envisaged 400 KV transmission Grids in the country. 
This, however, did not materialise due to general scaling down of 
the power plan in the country due to pruning of the plan targets. 
The introduction of 400 KV transmission system was therefore held 
un b'ut, however, the present. trend is towards the introduction of 
400 KV transmission system for bulk transmission of power and 
these are bcing included in the present Fourth Five-Year Plan. No 
orders have been received so far for HVH 420 Air-blast breakers. 
However, there are indications that BE AS Design Directorate would 
place an order with us for 8 Nos. of breakers required from January, 
1975. 

4.8. The Committee note that though the Unit entered Into a col-
laboration agreement with Mis. ASEA of Sweden In April, 1965 for 
setting up a Switchgear Unit for the manufacture of 145, 245 and 420 
air-blast circuit breakers, the Company had not been able to secure 
orders for the last 6 years for HVH 420 breakers in respect of which 
a technical fee amounting to Rs. 4.41 lakhs had been paid to the col-
laborators. It has been explained that inclusion of these breakers In 
the licence agreement was based on the "overall power plan in the 
country made by the CWPC which envisaged 400 KV transmission 

L/:B(D)ILSS-81l 
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grids in the country. This did not materialise due to general scalJng 
down of the power plan In the COi ·.try due to pnming of the plan 
targets." The Committee have, however, been assured that BEAS 
Design Directorate might place an order with BHEL for 8 breakers 
from January, 1975. The Committee regret to note the undue haste 
in widening the scope of the Unit to Include manUfacture of 420 AIr 
Blast Circuit Breakers without a proper demand survey for the pro-
ducts to be manufactured and hope that in future Government 
would exercise utmost care before entering into such ftnanclal com-
mitments with foreign collaborators. 

C. Project Estimates 
4.9. -l'he following table indicates the original estimates, the re-

vised estimates and the actual expenditure incurred up to 31-3-1970: 

Original Revised lwvUied 
Estimates Estimates EstimawB 
(July. 11165) (Nov. 1066) (MIIoY. 11l68) 

1. Ail.' Blast Circuit Breakers 

Actual 
Expen. 
diture 
upto 

31·3·69 

(Rs. in Lakhs) 

Actual 
Expen-
diture 
upto 

31-3-70 

(i) Land development .. 0·00 5·00 6'00 4·62 4-17 
(ii) Buildings .. 64·53 64'03 1)3'00 50'58 51·73 

(iii) Factory servioos .. Ill' 41 IIl·41 20·00 10'20 10'00 
(ill) Plant and machinery 125·70 164'92 68'00 61'24 62'06 
(II) Other equipment .. 6'00 6'00 6·00 iHI2 a'08 
(IIi) Engineering and 

administrative ohar· 
goB 17'93 23'93 22·70 22'40 22'47 

227-1;7 262'79 174·70 164·86 157·10 

II. Minimum Oil 
Circuit Breakers 15'30 4'94 16'01 

------~ 

4.10. The increase in the revised estimates of November. 1966 
was attributed mainly to devaluation of Rupee in June, 1966. The 
considerable reduction in the estimates as revised in May, 1968 was 
attributed to the following reasons:-

(i) The decision taken by the Company to reduce capital in-
vestment of the Project (particularly under machinery) 
in view of the fall in demand and keep competition from 
other private and public sector units, and 

(ii) The decision to utilise some of the manufacturing facili-
ties available at Heavy Power Equipment Plant, 

The variation between the revised estimates (May, 1968) and 
the actual expenditure incurred up to 31st March, 1969 were stated 
to be due to: 

(i) postponement of purchases of machinery and equipment 
for factory services to 1969-70, and 
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(ii) delay in receipt of test equipment for minimum oil cir. 
cui t breakers. 

4.11. In a written reply, BHEL have stated that as on 31st March 
1971, the actual expenditure on accrued basis on' Switchgear Unit 
was ~s. 183 lakhs: The project has almost been completed and has 
gone mto production. 

D. Perfonnance Analysis 
Production Performance 

4.12. No specific targets for completion of the Project were laid 
down. The Project, however, went into production in October, 1966 
for the manufacture of air blast circuit breakers. The table below 
gives the targets of production and actual production there against 
during the three years ending 31st March, 1969: 

(Value in Iakhs of rupees) ---_. 
As per original As 'h:r rovi. 

budget estimate sed udget Actual 
Yoar estimates Produotion Remarks 

.---""---. ~ , 
No. Value No. Value No. VaJue 

Air Blast 
Cirouit 1966·07 40 134·21 20 76·44 3 33·69 246 XV 

breakers 
Breakers 1967·68 80 237·27 83 264·41 90 17S·98 145 and 246 

KV brea. 
kers. 

1008·69 132 348:51 60 228·27 6li 1114·84 Do. 
19611·70 40 97·90 33 70·80 
1970·71 302'00 238 
1971·72 332·00 175 

(UptoSl.12.71) 

4.13. Keeping in view the .delay in shipment of components by 
MIs. ASEA, the Company decided to manufacture only 20 air blast 
circuit breakers during 1966·67, 01,'t of which 10 breakers were to 
be imported in complete knocked down condition. The actual 
achievement fell short of the revised target on account of short re-
ceipt of the breakers in completely knocked down condition and de· 
lay in indigenous assembly due to non-receipt of test equipment. 

4.14. Duri.ng the year 1968-69. the production budget was reduced 
from 132 air blast circuit breakers to 60 breakers due to cancella· 
tion of an order for 72 breakers by the West Bengal State Electri. 
city Bonrd. It was understood that the cancellation of the orders by 
thp Wec;t Bengal Electricity Board was due to revision in the Dower 
plan of West Bengal by the Government due to financial and other 
reasons. The Company has actually nroduced 65 breakers including 
8 converted from last year's stock. Thus, it would appear that the 
shortfall in production during 1968-69 w~s due to l~ck of orders fop 
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air blast circuit breakers. As on 31st March. 1969, the Project had 
orders for 15 air blast circuit breakers only. But Management stated 
(in February, 1972) that orders would fill the capacity upto 1973-74. 

4.15. To an enquiry about the steps taken by the Unit to safe. 
guard against cancellation of orders by consumers and to maintain 
order position of its products, it was explained that BHEL have been 
taking 10 per cent down payment with orders. 

4.16. On being asked to state the reasons for non-achievement 
of targets in 1970-71 and 1971-72 the Management stated that this was 
mainly due to strike and lock-out in HPEP, Hyderabad operations 
and non-supply of critical castings during 1970-71 and more time 
having been taken in establishing indigenous castings of 33 and 66 
KV breakers during 1971-72. 

4.17. During evidence the Committee desired to know the latest 
position regarding- the receipt of further orders and date upto which 
these orders would emmre the utilisation of the installed capacity. 
The representative of the Ministry stated that tbe order book posi-
tion was complete for the last year and "we have booked orders upto 
1973-74. We have I{ot an order for 886 circuit breakers as against our' 
capacity of only 600 for that period. (In other words, we have more 
orders than we can manage durin{! that period). This is the demand 
f()r 19n-74. There are the demands for 1974-75 also. So we are con-
fident that the capacity for circuit-breakers both at Bhopal and 
Hvnerabad are fully IwillP' to be utilisC'd. So there is no need to go 
further into the Question whether WC" should stop production." To a 
question as to why the plant was not producing to the fun capacity 
when there were so many demands the Ministry replied that in 
Rhopal they werC" producing to the full capacitY But in Hyderabad 
they had reached un to 70 per cent rated canacity. 

4.18. The Committee find that no sneclfic tarsrets for comnletlon 
of the swltch~ear 'Project were laid down. The Project. however, 
went into production in October 1966. Dllrln~ 1966-67 thp Project 
had fixed a tar~et to 'Produce 40 All' Bl~"It Cir~l1it Breakers. This tar-
m was Muced to 20 breakeJ'!; out of which 1 n br~akers were to be 
Imnorled In completely knocked down oo~.diltio!l. The Committee 
note that the Project however, actually 'Produced only 3 brea.kers 
due to short recel'Pt of the breakers in com'Pletely knocked down 
flondltton and delay In indle-enous a."Isemb!y due to non·recel~t of 
test equipment. The production lle!'fonnance dur!ll~ 196'7-68. h~w .. 
ever Im'Proved but the »osltton deteriorated rlurine- ]968-69 and 1969-
70 due to lack of adequate orders. Durlnv ]970-71 and 19'71-'72 targets 
(,,ouJd not be achieved due to strlk~ and lockouts etc. and delay In 
estabHshln~ IndlJre1lou!c; castings. Thnugh the ltOlt has been able to 
secure on1e~ npto 19'73-'74 enoul{h to ntiUse the full capacltv of the 
Plant: the Committee note that the tTnlt could llrOOuce only upto 
'70 ",er cent of the rated capacity. 

4.19. The Committee recomDlenfi th~t .. Inoo the unit Is In a nosl-
~ to book orders regularly, stp1)S shoul" be ta1(en to gea!' U1) the 
machlnel'lY to full worklne- capafltty bv ensuring timely snpply of In-
cJte-enons forglnp and castings throucrb sister undertakings like BEC 
et~. 
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E. Idle Time 

4.20. The following table indicates the total labour and machine 
hours available and the idle hours due to various factors during the 
years 1967-68 and 1968"-69: 

RI. 
No. 

2 

3 

4 

5 

Reasons for 
i<llenell8 

Want of work 

Want of materials 

WIlDt of tools and 
orane .. 

Other rea.aona viz. 
power £allure, want 
of instruotions, ins. 
peotion and main-
tenance, eto. 

Total .. 
Total available 
hours .. 

Peroentage of idle 
hours to availablo 
hours .. 

Idle maohine hours 

1967·68 68·69 69-70 

12,037 IO,3ISO 15,534 

M 78 70 

1,044 807 ,'? 1,IS3O 

16,38l1 25,026 57,370 

29,520 36,261 74,504 

103,732 1,-.3,.U9 2,50,383 

27·15 27·17 29·76 
% % % 

Idle labour hours 

r-------~~------~ 
67-68 68-69 69.70 

2,IHI 1,049 3,995 

1,116 5,519 3,374 

filII 399 819 

3,823 4,261 12,420 

8,101 11,228 20,608 

93,011 1,24,360 1,96,511 

28·77 9·02 10·49 
% % % 

It will be seen that the idle machine hours due to lack of load 
worked out to 22,387 hours during 1967-68 and 1968-69; i.e. 34 per 
cent of the total idle machine hours. Stmilarly, the idle labour 
hours due to lack of load amounted to 3,560 hours during these two 
years i.e., 18 per cent of the total idle labour hours. 

4.21- The Ministry have stated (July, 1970) that "in the years 
1967-68 and 1968-69 there was a very keen competition with the pri-
vate sector and offers of the Company based on actual cost of pro-
duction were not competitive enough. The pricing policy was chang-
ed and adequate orders have been secured for the production in 
1970-71 and 1971-72. Therefore, idle hours due to lack of load will be 
eliminated". 

4.22. The Committee wanted to know the break up of the diffe-
rent elements constituting "other reasons for idle machine hours 
and idle labour hours" of Switchgear Unit, Hyderabad ill respect of 
the year 1969-70 and the percentage of idle hours to available hours 
in 1970-71 and 1971·72 in that unit, 
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4.23. In a written reply. the Company gave the break-up of the 
reasons for the year 1969-70 and 1970-71 as follows: -

Idle man hours Idle mAohine hoors 

1969·70 

(i) Breakdown of mAChines 
(ai) Malntonanoe 
(j.j) Power failure 
: (ill) Inspootion anel other rea..'1OI18 

1970·71 

% 
3· 23 (i) Brea.k.down 
1· 18 (U) MaintonlUloo 
o· 3/5 (iii) Power fa.iIurc 
1· 06 (ill) Others .. 

6·3 
10 

.----.•. ----
% 

13'97 
0'91 
0·55 
0'80 

22'82 
27'9 

4.24. The Committee desired to know the justification for idle-
ness of machines and labour for want of instructions and inspection. 
The Committee were informed that idle hours due to want of instruc .. 
tions and inspection was only 1.56 per cent and this was considered 
reasonable in the development stage. The idle man power and idle 
machine hours for 1970-71 have shown a downward trend beinJ:! 10 
per cent and 27.9 per cent respectively. 

4.25. The Committee note that percentage of idle machine hours 
to available hours has been increasin2' from 2'7.15 in 1967-68 to 27~9 
in 1970-71 and touched a peak in 1969-70 to 29.76 per cent. The Com-
mittee are concerned to note that there has been no signiftcant im-
provement in this direction. The idle machine hours due to lack of 
10ac1 worked out to 34 per cent of the tohl macbJne hours in 1967-68 
and 1968-69 and 20 per cent in 1969-70. Since the Committee has 
been Informed that the order book is now complete upto 1973-74, 
It should be possible for the Unit to work in full capacity and en ... 
sure that all measures are taken to avoid both ,idle hours and Idle 
labour capacity in machinery. 

F. Operating Results 
4.26. The operating results of the Proiect during the last three 

years are given below:-
(Rs. in 1Itl(hs)~ 

--- ------_. ----.---.-.--- .. -.--
1966-67 1967-68 1968·69 1969·70 

-------.-----~------- .. -- ---_._.-

RaleR 43·33 256'6:~ 203·18' 
Other Income .. 0·17 2'61 7·27 2·89J 
Jobs done forintemal use 1·67 2·33 1'00: 
Anoretlon t.n fltook of flulshed . 

(-1~R·82jjj l{oMl'I "'nil workR in )lroqreA/' 33·ftfl 12!Hll (--)113' 31 

Total .. 33'86 1'76'52 212·92 171'17 

Cost of productlon "0·43 20!H!7 202·55 11l1l·n 
Pmflt (+l{T.o88{-) .. (-)HH>7 (--)~2'M (-)41l·63 (-)27'94 
Adjustment ro1atlng to pl'evi. 

0'01 1·75 .• OUI! yl'llJf8 .. .. 
Net profit (+ )If..o88(-) (-)16'117 (-)32·00 (-)49'64 (-)26'19 
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4.27. The main reason for the loss was under-utilisation of the 
capacity resulting in non-recovery of the overhead expenditure. 

4.28. In a written reply, BHEL have stated that in the year 1969-
70 the actual loss was Rs. 28 lakhs against anticipated loss of Rs. 18 
lakhs. This was mostly due to product shortfall attributable to 
failure of S.G. iron castings supplies and the late receipt of import-
ed components, received only in January, 1970. 

4.29. The profitability study made by the Project in March, 
1969 indicated that it would earn profit after 1970-71. The position 
was re-assessed in June, 1969 but the results of working were the 
same as indicated in the profitability study made in March. 1969. 
The Management made another study in December, 1969 takin~ into 
account the budget estimates for the years 1969-70 and 1970-71, the 
present trends and the projections made by the Indian Electrical 
Manufacturers' Association for the years 1971-72 to 1973-74. 

4.30. The following table gives the pronts/losses as worked out 
in the study made in December, 1969:-

(RlIJlf'C1! in lalchs) 
-----.-.-- .. --.---------------.- _. -.. ------.-.• ---

1969.70 If)70-71 1971-72 1972-73 1973·74 
._---_._----

1. Cost of Produotion 300 373 :177 424 491 
2. Sale value of landod eost 2112 411 403 454 632 
3. Profit (+) Losl! (-) .. (-) ]11 (+)311 (+)26 (+)30 (+)41 

_._-_ .. - --.-.-_._ .• -.... -.----,.~-.--

The above profitability study is subject to the basic assumption 
that there will be adequate orders to attain the anticipated turn 
over. 

4.31. A revised profitability study has already been made in 
September, 1970. The Committee wanted to know tne extent of uti-
lisation of installed capacity assumed in the profitability study. 

4.32. It was stated that thou~h there was no significant variation 
in the sale value of Productio~ there was some variation in the pro-
duct-mix. The study of utilisation and profitability indicated that full 
utilisation would be achieved in 1973-74. 

4.33. After the evidence the Ministry have, in a written reply, sta-
ted that the study of March, 1969 was undertaken at the instance of! 
the Chairman to analvse the causes of losses sustained by Switchgear 
Unit at that time. After doing the study in March. 1969 a reas-
sessment was undertaken in june. 1969 in order to fall in line with 
the other Units of BHEL, who all undertook such studies in June. 
1969. In fact the results of the workin~ were the same as indicated 
in the March, 1969 study. After this during the vear 1969-70. the order 
book position changed substantially hy December. 1969. In order to 
take this into account, the study of December, 1969 was undp.rtaken 
at the instance of the Bureau of PubliC' Enterprises. In the Govern-
ment's view, the apparent frequency of this series of studies would 
be justified by the genesis and the changing circumstances mentioned 
above. 
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4.34. The Committee understand that profitabUity studies were 
undertaken from time to time and, according to the latest report 
in December, 1969, full utilJlsation would be achieved by 19'73-'74 
resulting in profits from 1970-71. If the anticipations according to 
profitability studies are to be achieved, it is necessary that adequate 
orders are booked by the Unit from now onwards. The Oommittee 
recommend that the Project should make all-out efforts to ensure 
an even flow of orders according to the anticlpations in the profita-
bility study report. 
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mGH PRESSURE BOILER PLANT, TIRUCRY 

A. Agreement 
5.1. On 7th June, 1961 an agreement was entered into with MIs. 

Technoexport of Czechoslovakia for preparing a Project Report for 
setting up of the'High Pressure Boiler Plant with the main inten-
tion of providing the matching boiler for turbo-sets manufactured 
in the country. Originally it was envisaged in the Project Report 
that the manufacture of boilers of the range of 50 MW each and 
valves would be undertaken, but later on the scope of the Project 
was enlarged having regard to the future requirements of power 
stations in the country so as to bring within its coverage the manu-
facture of standard boilers of the capacity of 60 to 100/110 MW. 

B. Pro.ieet Estimates 
5.2. The table below indicates the estimates as per the Project 

Report, the revised estimates and the actual expenditure incurred 
thereagainst up to 31st March, 1969:-

EstimateB 
a!l per 

project 
Report 

(August, 1962) 

Revised 
estimates 

(May, 11163) 

Reviscrl 
estimates 

(R<'pt.emher, 
W68) 

(Re. fa I,akha) 

Actual 
expenditures 

upto 
(31st March, 

1969) ------------ ..••... -.-.. ------.-- .. --
I. OIvU construction 
2. Power and gas services .• 
S. Machinery and equipment 
4. Office and other equip. 

menil .. .. 
6. Common an d operational 

tools 
6. Spares 

7. Customs duty .. 
8. Unforeseen oost 
9. Erection oharge8 

10. Cost of Projeot Report 

798·73 
216·31\ 
924·34 

6!HI6 

61'60 
28·66 

32·114 
111· 71 
26'00 

11. Administration and genoral . 
oharges • • . . (Distributed 

in Item Ito 
S.) 

mr.·99 
181·70 
1130'112 

45' !l6 

6HI0 
65,]5 

06·20 
2/'i·78 
44·25 
26·00 

12. Township ·S8I!· 00 420'12 
13. Training sohool *90°00 90· 00 
14. Field erection equipment .- 67'00 

OlO'76 002·27 
183'94 
827,29 

40'78 

68'92 
13011· 21 

(Inoluded in item 3). 
125·21 
12·00 
8I!.2/S 

DIstributed in items I to 3 

17·11 9·09 

420·12 
7'7'35 
67'00 ---------------------------------2,'739·90 2,300'67 2,501'55 2,8I!2·80 

--;Note--The estimates of expenditure on Township, Training Bohool and Fjeld erection 
IIqolpment"as a{ven above WOl'fI not inoluded in the Detailed Project Report. 
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The reduction in revised estimates (May, 1963) was attributed 
to the following factors:-

1. Expected reduction in civil coll.8truotion coet6 
2. Reduction of administration and genoral Ilharges from 10 per cent. to 7. 

per cent 
3. Procuroment of gas producers from Hungary instead of from the U. K. a.nd 

reduotion of the estimate for oxtemal and intema.l distribution of power, 
gas etc. 

4. Roduction in the oost ofmaohinery both of Ozet'h.oslovak and Indian origin. 
bll&!d on the then ruling prices. etc. (Rs. 891' 64 lakbs) offsct by increase 
in tho provision for spare (Rs. 36·49 lakhs) and inolusion of provision for 
oustoms duty (Re. 56·20 lakhs) . . . . . . . . . . 

5. Inorease ill tho oost of construction of toWl18hip (Re. 35·12 lakbs) and 
puroha.'l6 of fiold ereotion equipment (Re. 67 lakhs) not provided in earlier 
estimates 

TOTAL 

(Re. in la.khs) 

92'19 

25·55 

298·95 

(-)102'12 

849·23 

5.3. Mter taking 9tock of the l"equirements, the Management, 
however, further revised the estimates to Rs. 2,501.55 lakhs in 
September, 1968. The break-up of the net excess of Rs. 110.88 lakhs 
in these estimates over the revised estimates of May, 1963 is as 
follows:-

1. Civil Services, buildings, and electrioal servioes .. 
2. Machinery And equipment 
3. Interestduring oonstruotion (not providt'ld for in the original 

estlm&tes) 
4. Training Bohool 

TOTAL 

Net OXOOB8 

(Rs. in lakb8 

Savings ExOO8ll 

65·28-
171·615 

17·11 
12,615 

77.88 188 -76 

110,88 

5.4. The increase in the estimated cost of machinery and equip-
ment by Rs. 171.65 lakhs has been attributed by the Management to 
the following factors:-

(Re. in lakhe) 

(l) Effect of devaluation 38·00 
(ti) Inoreasein the cost of Imported machinery on actual ba.ai$ 21- 00 
(iii) Inoroase in oustom duty 77·00 
(itl) Increase in tho cost of indigenous maohfnery duo to additions and other 

factors viz. actual oost of machinery, 8Ilforocment of wage e80alation 
olause ete. M· 76 

(II) Provision of sa.lee tax 10· 00 

TOTAL 
Loss I Savings In other items 

TOT.6.L 

200·76 
29'11 

171·63 
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Out of the total revised estimate of Rs. 2501.55 lakhs, Govem~ 
ment have sanctioned an amount of Rs. 2435.44 lakhs in May, 1970. 

5.5. In a written r~ply, the Undertaking informed that the Pr~ 
ject has been practically completed except for a small expenditure 
of Rs. 19.51 lakhs (to b~ incurred on Field Erection Rs. 10.87 lakhs, 
Machinery and equipment Rs. 2.25 lakhs, Civil Construction Rs. 1.68 
lakhs. Power and gas services Rs. 3.12 lakhs and Training School 
Rs. 1.591oakhs) expected to be incurred in the year 1971-72 to complete 
the project. 

5.6. Against the September, 1968 estimate of Rs. 2,501.55 lakhs 
Government have sanctioned i'n May, 1970 an amount of Rs. 2,435.44 
lakhs after restricting the number of quarters to be constructed to 
2364 instead of 3000 quarters provided for in September, 1968 estimate. 
Government subsequently sanctioned in October, 1970' an amount of 
Rs. 69.56 lakhs for the construction of 636 quarters (not included in 
the Government sanction of May, 1970) thus bringing the total amount 
sanctioned to Rs. 2,505.00 lakhs. 

The actual expenditure' incurred upto 31st March, 1971 was 
Rs. 2,432.83 lakhs including Rs. 4.90 lakhs incurred on 636 quarters. 
The expenditure incurred upto October, 1971 was Rs. 2,455.27 lakhs 
(including Rs. 20.11 lakhs on 636 quarters.) 

Upto the end of 1970-71 the Project has been completed except 
for some minor items costing Rs. ~2.67 lakhs. On the 636 quarters 
sanctioned an amount of Rs. 68.51 lakhs is expected still to be in-
curred to complete the quarters. There is likely to be a small excess 
of Rs. 15.16 lakhs over the sanctioned estimate in respect of the main 
project and an excess of Rs. 3.85 lakhs over the sanctioned estimate 
for 636 quarters. 

The main project is expected to be completed in 1971-72 and the 
construction of 636 quarters is expected to be completed in 1972-73. 

C. Infructuous Expenditure due to Wrong A.ssesIment 
5.7. In pursuance of the recommendations made by the expert 

COlllmittees appointed by the Plarming Commission in 1964 and 1965, 
(-In agreement was entered into by the Company with Mis. Skodaex-
port, Czechoslovakia on 15th January, 1967, with the approval of the 
Government, for the supply' of project documentation covering de-
tailed capacity calculations and revised layout for the expansion of 
the High Pressure Boiler Plant from 750 MW to 2,000 MW at a fee 
of Rs. 14.58 lakhs. The project documentation was received in Oct~ 
ber, 1967 and the total fee was paid in November, 1967 and January, 
1969. 

5.8. At the same time the Government asked Mis Combustion 
Engineering Inc. of USA. in June, 1966 to undertake the survey for 
setting up of another boiler manufacturing Plant (even after the 
proposed expansion of this unit). The report was submitted by the 
firm in September, 1968 and was examined by a Technical Committee 
which came to the conclusion (March, 1969) that the revised outlook 
for power generation did not warrant the expansion of the Plant from 
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750 MW to 2,000 MW. The Committee, however recommended the ex-
pansion of the capacity of the plant up to 1,200 MW with the 'addition 
of some balancin,g equipment. Consequently, the scheme of expansion 
was not pursued further. 

5.9. Out of the total expenditure of Rs. 19.22 lakhs incurred on the 
procurement of project documentation (Rs. 14.581akhs) the travelling! 
allowance and other miscellaneous items (Rs. 1.09 lakhs) purchase ot 
vehicles construction of Railway siding (Rs. 3.55 lakhs} upto 31st 
March 1970, an amount of Rs. 14.58 lakhs representing the cost of the 
project documentation was written-off in the accounts for 1969-70 with 
the approval of the Board of Directors. Thus due to incorrect assess-
ment of demand for boilers, a sum of Rs. 15.67 lakhs has proved in-
fructuous (assuming that the vehicles and the Railway siding on 
which a sum of Rs. 3.55 lakhs has been spent will be used for other 
purchases) . 

5.10. In written reply, BHEL have stated that the Undertaking 
do not consider that the expenditure incurred on the Project Docu-
mentation has proved infructuous merely because the expansion 
plans were not proceeded with at that time. It is because of the de-
tailed studies undertaken jointly by the Indian Engineers and C.S.S.R. 
Experts regarding the capacities of the different work centres and 
the facilities needed for the manufacture of larger capacity boilers, 
that BHEL has been able to plan its activities of production more 
confidently anticipating areas of bottlenecks and maximising produc-
tion in work centres which are found to have the necessary potential. 
The vhicles and Railway siding are being utilised for more effective 
operation of the Plant and have not become infructuous. ' 

5.1l. It has also been staiL'd that the D.P.R. envisaged only repeat-
manufacture of twelve ;:)0 or 60 MW boilers. The actual position is, 
however, diITel'l'nt und illL' production during 1970-71 for instance, has 
been predominenily of lGO MW and 110 MW boilers besides a variety 
of industrial boilers. With ~;uch a change in production pattern, nor-
mally the output targets of D.P.R. would have become unattainable. 
This plant has been able to keep to the D.P.R. rated capacity outputs 
due to a number of factors, one of which is that the studies made by 
our Engineers with Czech Experts have enabled them to plan for 
higher output in certain work centres than even the maximum capa-
city envisaged by the D.P.R. for those work centres (such as drums, 
tubular parts etc.) 

5.12, During ('vidence til(' Committee enquired whether Govern-
ment agreed that the expenditure amounting to Rs. 15.67 lakhs in-
curred on procurement of project documentation including travelling 
and other miscellaneous items had proved to be infructuous. The 
representative of the Ministry stated as follmJfs:-

"This particular agreement for Skodaexport was for certain 
detailed capacity calculations and layout, etc. So whatever was 
received from them has in fact, been useful and in fact the 
joint study that was done by our engineers with the Czech en-
gineers regarding capacity of different equipment, has been 
imtthere and these studies have been very useful in the Plan-
nin~ of production. This has not been wasted. Certain bottle-
necks were located with the result that those bottlenecks were 
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also rectified to maximise production. I do not think there has 
been any infructuous expenditure. 

As regards 3.35 lakhs which has been specifically pointed 
out in para 'D', it has been on site levelling and vehicles. Site 
levelling has been used because site is in use and vehicles are 
being used by Plant. There is no infructuous expenditure on 
this". 

5.13. Asked by the Committee whether this expenditure of Rs. 14 
lakhs constituted a part of original agreement, the witness stated that 
they wanted detailed calculation in the original agreement they 
were to give only the basic capacity indications etc. but when the 
detailed break-up uf capacities of different work centres, were re-
quired more engineers had to come, and therefore it was not covered 
by original agreement. 

5.14. The Committee note that TJruchy Plant obtained In 
October, 1967 "project documentation" from M/s. Skodaexport 
Czechoslovakia for the expansion of the Plant from 750 MW to 
2,000 MW. The Plant paid a fee of Rs. 14.58 lakhs to the supplier and 
incurred an expenditure of Rs. 1.09 lakhs on travelling allowance 
and other miscellaneous items in connection therewith. In March, 
1969, a Technical Committee after a study of report submitted. by 
M/s.. Cumbustion Engineering Inc. of U.S.A. in connection with 
survey for settlng up another boiler manufacturing plant concluded 
that the revised outlook for power generation did not warrant the 
expansion of the I'lant to 2,000 MW. DUEL, are of the view that 
though the expansion did not take place, the expenditure of 
Rs. 15.67 lakhs incurred towards documentation, travelling allow-
anCe etc. cannot be regarded as infructuous because detailed study 
undertaken jointly by the Indian Engineers and C.S.S.R. Experts 
had helped the Company "to plan its activities of production more 
confidently anticipating areas of bottlenecks and maximising pro-
duct in work centres which are found to have the heavy potential." 
The Committee are unable to share this view. The Committee feel 
that had the technical examination of the outlook for power gene-
ration been done earlier and the demand assessed correctly, the 
e,,~enditure of Rs. 15.67 lakhs could have. been avoided. The Com-
mittee would hardly stress the clear need for greater coordination 
between the Ministries/Departments to ensure that Plans and 
Programmes for vower generation in the country are based on some 
firm indications. 

D. Production Performance 

5.15. As per the scheduled dates of completion for various items 
given in the Detailed Project Report, the Project was to be com-
pleted by December, 1965 and was to attain the installed capacity 
of 30,920.7 tonnes of High Pressure Boilers after 6th year of pro-
duction and 2,562 tonnes of valves after 9th year of production 
The Pr~i('ct was comple~ed in August. 1966 but the partial 
productlOn commenced In May, 1965. The table below indicates 
the production programme as per the. Detailed Project Report, 
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budget estimates and the actual production during the years 
1965-66 to 1968-69:-

(Ro. in h.khs) (Qw>ntity in luou".) 
---.~-------... ~-.. --------------- . 

Production Produotlon 
programmo progmmmo 
&8 per DrR MIX'r bndgtlt AotnA' Sbortf,,11 

IlMtllMt.M l'rOclaotion in poroont&l(lI 
A ..... ,---.A..-..... ,----A---..... r----"'--..... 

~. AmouDt OrigiMl ReIIiHII 
Qty. Amount Qty. AmODDi 

Qty. Amount 

1 2 8 4 II 6 7 8 II 10 -_._-_._--
1966-66 

(i) High P.--1I1'tI BoIlIl1'll 
inoluding Pl"Il88ure 

2,1112 131·00 tI50 311·36 V-'a '50 21HlO 400 7-<10 11:1·9 

(l') Doiler B"inge-
380 116·70 7lHlO v .. lvee 20·00 24·00 68 

1966.67 

(I) High P".ure BoIlon 
Inoluding ~ure V_· 

11,267 170·00 7,000 1187 ·00 3,600 381'00 3,230 .- 313'00 58'9 

(ii) Boller Fittings valves 787 141-110 711·00 31HlO 190 112'111 80'0 

1961·68 

(i) High 1'"""uro Boil ..... 
illl'luding 1 'l"CIIIlure Vo· 

11,701 /l6G.4Q lI,3JiO 131111·00 10,llOO 1"11-110 10,800 95!i·34 I8l.ls 4·8 

(Oi) Boiler fittiogs valv .... 1,267 1117,80 " 1711·00 300 110,00 816 SIl'S7 iiI· :! 

11N18·69 

(I) High PrMaure Boilors 
inoluding Pn. .. ure V_· 

16,7112 796·011 UI,596 1700·00 16,506 1486·00 14.850 1396'80 10·5 oIs 
(ii) Hoiler BttiDgII vl>lv .... 1,398 179·20 82·00 .. 1:12'00 412 141·36 

1969.10 

(i) High ~re Beule ... 
locludiDi Pl'IlIIIIUI'\l V_· 

22.719 10Il0·61 20,000 191",00 17,000 11163'00 18,0lI0 1938'00 8·78 el-
(it) Boller Bttin!!' vuvte 1,576 224·03 700 IIK)oIlO 600 170·00 fal 1011'117 d·1I 

It170·71 

BoilenValvM,. 22,719 224·43 22,000 1111'00 lU,1IU :ao/i·68 0·8 
(M'r) 

High Pr..1I1'tI BoiIors 
IDcludiDK preeeuml v_· 

2,70~~ 127G'~~} 20,000 19110.00 {1IO,78\1 2ll88·66 oIs 22,000 2M/l·OO 
JobblDga 11,67 89·00 

Boilor IIttiagll valve. 1,820 2«·78 1,000 1711'00 7110 1711·00 7111 lOCHia 

---_ .. _-<--------_ ... _--_ .. ----------_. 
N0Tll8-1. 'l'ho I"'l'C1l11\at!e of .hortfan baa boon worlud out with ror_ to phylioal tarKo .. in the _ of 

boilera IIlld with rcfOreDOO to value in tho 08IIe ofvalvoo "" envilagOO In tbe orIglnarbudget eatimateB 

2. In thn Drtail"d Projoot Report, lit yoar bM bono _med to be of 91D011~, 2nd Yf1IU of 11 month, 
&oDd 3rd par onwards of 1 :l mootba. 
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5.16. The follawing reasons have ~en attributed for the 
shortfall in production:-
1965-66 

This year was treated as year of trial production. The Pro-
ject Report, however, did not envisage year of trial produc-
tion. 

1966-67 
Difficulty in procurement of raw materials, particularly seam-
less steel tubes and high tonsile plates. 

1967-68 
The original targets were fixed in October, 1966 when the 
Fourth Five Year Plan power programme were not finalised 
and were based on the assumption that over 6,000 tonnes 
of equipment had to be manufactured during 1967-68 for the 
thermal power stations to be set up in Obra. Amarkantak 
and Pathrathu. Since priliminary field data and technical 
details of boiler particulars had not been finalised, the targets 
fixed had to be revised. 

1968-69 
Due to large scale failure of seamless tubes procured indi-
genously and the difficulty in procurement of structural 
sections, quality sheet steel and piping billets. 

5.17. In a written reply the undertaking explained that the 
D.P.R. visualised the start of the Project in September, 1962 and 
the completion of the Project in December, 1965. . 

The Government, however, sanctioned the project only by May, 
1963 and the project was completed in August, 1966 within three 
years and four months allowed in Detailed Project Report. 

5.18. The Committee enquired as to when the defects in the 
indigenous seamless tubes came to notice for the first time and 
when the alternate arrangement -for procurement was made. The 
Management in a written reply stated that the defects came to 
notice for the first time in the first quarter of 1968-69 (June, 1968). 
Attempts were made in association with the supplier to retrieve 
atleast some of the supplies. However, by the end of the year, the 
supplier regretted his inability to conform to the prescribed quality 
standards. Alternative action to import the pipes was taken in 
March, 1969. 

5.19. In regard to the action taken to overcome the technologi-
cal problems faced in the manufacture of valves the Management 
explained that the problem faced include in the non-availability 
of quality castings from the Foundries, the choice of the right type 
of electrodes and the development of necessary fixtures and skill to 
manufacture leak proof valves. During the period the quality of 
castings from suppliers was not good. and the Boiler Plant had to 
resort to destructive and non-destructive testi! before acceptance of 
L/B(D)lLSS-9 
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supplies and a large amount of repair work at different stages of 
manufacture to overcome blow-holes and other defects in the cast-
ings had to be undertaken in the shops. Indigenous electrodes used 
for hard facing gave erratic results for a number of reasons, includ-
ing non-adherence to quality standards by the Electrode suppliers. 
A number of alternatives had to be tried to fix the correct type of 
electrodes for hard facing. The advice from the Czechoslovak 
Consultants regarding jigs and fixtures were not complete and it 
was left to the Boiler Plant to evolve the most suitable fixtures on 
the basis of experience. It has been assured that by and large 
customers requirements at sites have been fully complied with. 
Regarding the completion of the Project the Ministry hav.e stated 
(July, 1970) that there was no delay. The D.P.R. which visualised 
the acceptance of the project by Government in SCJ2tcmber, 1962 
and commencement of civil works in the same month, placed the 
target for completion of the project as December, 1965. 

520. The Government, however, communicated sanction to the 
project by the end of May, 1963 and applying a period of 3 years 
and four months allowed in the DPR, the completion target is 
September, 1966 whereas the project was actually completed il. 
August, 1966. 

5.21. The Ministry have further stated that the shortfall in pro-
duction as compared with the targets set by the Management is 
due to the fact that these targets were pitched deliberately high 
so as to activate the organisation to greater performance and the 
Management were fully aware that these targets would not ordi-
narily be achieved. 

5.22. The Committee note that the production in the B.P. Boner 
Plant in Tiruchy fell short of physical targets by 52.9, 53.4, 48, 10.5 
and 9.75 per cent in the years 1!f65-66 to 1969-70. The Committee were 
informed that the reasons for shortfall in production were the 
diftlculties in procurement of raw materials, particularly seamless 
steel tubes, quaUty sheet steel, and piping billets etc. The Com-
mittee are surprised to find that while the Management complained 
about the d.Iftlcultles of procurement of seamless tubes, it had not 
cared to verify whether the seamless tubes procured by them wert" 
of proper quality and specifications. The defects in seamless tube" 
came to the notice of the Management in the first quarter of 19(;9 
almost after one year of its procurement. Because of the lnabUlty 
of the Management to retrieve the position, alternate action had to 
be taken by the Management to import the pipes in March, 1969. 
The Committee would like to be kept informed as to how the seam-
less tubes which were procured through indigenous manufacturers 
were utiUsed and If not utilised whetherth~ had been disposed 
of in the best interest of the unit. 

5.23. The Committee feel that the Unit shOuld have made use 
of sister undertakings like BSL etc. to procure indlgenous seamless 
tUbes for their use. 

The explanation or the Management for the shortfall in produc-
tion that the targets were pitched deUberately high even though 
it was known that the targets could not have been fully achieved is 
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not very convincing. The Committee recommend that the Manage· 
ment should take steps to fix realistic targets for production consis· 
tent with the production capablUties of the plant and the known 
demands for the product~. 

E. Utilisation of Men and Machines 
5.24. The following table indicates the total hours available and 

the idle hours of labour due to various factors for the years 1966-67, 
1967-68 and 1968-69:-
----_. 

1. Total hours availablo .. 
2. Idle time due to :-

(a.) Laok of materials 
(b) Laok of work 
(0) Maohino breakdown 
(.1) OthOI'MUIlO/! 

3. Peroentage of idle tilDe to houl'II available 

-----
1966·67 1067·68 

13,37,514 21,50,891 

0,222 10,636 
1.40,893 81,692 

14,325 14,311 
:12,204 64,5:n 

1,92,644 1,71,170 

1068·60 

2:I,80,7!:7 

12,7::0 
5:1,175 
14,222 
91,OUi 

1,72,041 ---------.-._--._-----
14,4 R'{) 

It would be seen that althouJlh overall percentage of idle hours 
has been on the decline, the idle time due to other causes has 
registered a sharp increase. There was, however, no system of 
recording idleness of the machines in the factory. 

5.25. In a reply the Company informed the Committee that 
there was a declining trend of idle hours due to 'other causes' as 
could be seen from the following statement for 1969·70, 1970-71 and 
1971-72 (Upto September, 1971):-

% age of idle hours due to 'other cauBOS' to 
total idlll time. 

1969-70 
1970·71 
1!17l·72 

68% 
67% 
58% 

%ago of idle hours du(\ to 'othCl' oa\lll('~' to 
total hOlils aVllilabk. 

1969·70 
1970·71 
1971 72 

3% 
2·6% 
1-8% 

'Other causes' includes a variety of causes like; non-availability 
of cranes, power failure, crane breakdown, non-availability of elec-
trodes, preventive maintenance, lack of special tools, lack of stand-
ard tools, waiting for clarification, from production engineering, 
designs, inspection, non-availability of gas, and/or compressed air, 
etc. 

The Committee enquired whether there is any system of 
recording of idleness of machine in the factory. They have been 
informed that machine utilisation for major machines in Building, 
No. 1 Main Production Shop had been recQrded with effect from 
December, 1970. 
L/B(D)lL88--9(r.) 
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5.26. The Committee note that in Tiruchy Plant "Idle TIme" due 
to 'lack of materials' has increased from 2.7 per cent in 1966-67 to 
7.4 per cent in 1968-69 in terms of total available hours. Idle time 
due to 'other causes' such as non-availability of cranes, electrodes, 
gas and/or c~mpressed air, waiting for clarification from produc-
tion engineering, designs, inspection, lack of special and standard 
tools etc.. had also increased from 16.7 per cent in 1966-67 to 68 per 
cent in 1969-70. The Committee find that 'other causes' have been 
the major contributory factor for idle hours. The Committee were 
informed that the percentage of idle time due to other causes to 
total idle time has decreased from 68 per cent in 1969-70 to 58 per 
cent in 1971·72. The Committtee feel that the elements constiuting 
'other causes' are such as could be controlled by the Management 
with proper planning and adequa.te preventive maintenance and 
stricter inspection. The Committee also feel that idle time due to 
'lack of ,materials' should be minimised by mo.re efficient material 
planning and management. 

F. PrOjections for the Fourth Five Year Plan 
5.27. In July, 1968, the Management reported to the Board of 

Directors that the Unit would be manufacturing boilers to match 
the turbosets for Hardwar and Hyderabad Units and had work-load 
up to March, 1970. In April, 1969, the Manaltement, however, esti-
mated the capacity developed and expected to be utilised. The 
position was further reviewed in December,- 1969. The following 
table indicates the capacity developed and expected to be utilised 
on the basis of the review made in April, 1969 and December, 
1969:-

1969·70 
19;0·71 
1971·72 
1972·73 
lIn:I·74 

(Figure~ in tannes) 

As por flstimn.toH As per !Jstimn.tes of Docem bl'!' 
of April, 1969 1969 

r----.A..---, ,.... ____ -A. ____ ~ 

Capacit.y Cnpn.oity r Capa.city Capaoity Spare 
dl'volopod oxpocted dovoloped expflOtcd capacity 

2 

16,626 
22,547 
27,577 
30,616 
30,616 

to be to be 
utiliHod utilised 

3 4 1\ 

18,000 18,500 18,500 
19,400 20,500 20,500 

24,000 22,547 
30,000 
30,000 

6 

1,453 
30,000 
30,000 

5.28. Taking the revised expectations into account, the Project 
would not be able to utilise 6.05 per cent. of the developed capacity 
in 1971-72 while the extent of utilisation during the years 1972-73 
and 1973-74 would depend upon the receipt of orders in future. 

The production in the Unit requires long-t~rm planning because 
the products are manufactured to suit the requirements of indivi-
dual customers and 2 to 3 years are required for completion of an 
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order. There are, however, no orders at present (December, 1969) to 
enable the Unit to plan manufacturing programme for the year 
1972-73. 

5.29. To utilise the s.urplus capacity, the Unit is exploring the 
possibility of exports and has diversified production by entering 
into industrial boiler field. The Unit has 1llso secured orders for 23 
industrial boilers valued at Rs. 1135.07 lakhs for 'installation in the 
fertilizer and chemical plants, etc. The production of industrial 
boilers during the years 1967-68 and 1968-69 amounted to 219 tonnes 
valued at Rs. 21.55 lakhs and 849 tonnes valued at Rs. 115.62 lakhs 
respectively. 

5.30. The Ministry have stated (September, 1970) that the latest 
position of the orders received is as follows:-

(Figur08 in ton nos) 

11169·70 11170-71 1971-72 1972-73 1973-74-
-----------

18,600 25,750 29,000 30,000 30,0110 
-------------_ .. __ ._-_ ... _----------_ .. _-----_.-

5.31. The Committee desired to know the installed capacity for 
the different types of Boiler and with the diversification of produc-
tion to what extent the capacity would be utilised. The Committee 
were informed ina written reply that the installed capacity for all 
types of boilers including jobbings was 30,000 tonnes per year. The 
installed capacity for diH'erent types of boilers could not be stated 
as all types of boilers and jobbings were taken up for m~nufacture 
at a time and common facilities used for their manufacture. 

Upto 1973-74, the capacity developed would be fully utilised by 
the orders on hand. The Committee also enquired about the deve-
lopment of capacity for the manufacture of valves and its expected 
utilisation. The Management stated that Market surveys were con-
ducted and the requirements of major customers like Petro Chemi-
cal Industries, Fertiliser Industries and Steel Plants have been 
projected and the valves production programme framed according-
ly. Further, the linear Programming Technique had been used with 
a view to maximise profitability in formulating the production pro-
gramme. Based on all this, the plans for 1971-72 and forecast for 
1972-73 were drawn up for full utilisation of all work centres based 
on existing efficiency of the operators, except for four automatic 
machines. The Management felt that for utHisation of capacity, 
this approach would be preferable to the 'tonnage approach' because 
different types, sizes and varying market requirements would yield 
different tonnages in di,fferent years for a given value. 

5.32. The Committee note that while on the basis of orders upto 
1973-74, the developed capacity of the Boiler Plant would be 
utllised, in the case of Boller fitting valves, it is not so. Although the 
Management have planned for utilisation of the capacity except for 
four automatic machines on the basis of market surveys, the Com-
mittee are not aware of the extent of orders firmlv secured to 
ensure fuU utilisation of the machinery. The -Committee would like 
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to be kept Wormed of this and recommend that the management 
should arrange to secure long term and flrm orders for valves pro-
duction so that no portion of the developed capacity may remain 
idle. 

G. import substitution 
5.33. The Project Report gave an indication of the level of 

components to be imported from foreign countries. These levels 
were revised in November, 1966 by the Management. The table 
below indicates the levels of import contents as per the Detailed 
Project Report and those indicated by the Management in Novem-
ber, 1966:-

Year 

1911lHIl 

WOO·1I7 
nnd 

lIlU7-Iltl 
1008-09 

, , 

.. 

Particulan 

1st 60MW boilm' L 
2nd 60MW boil(lr J 

I'oroen tage of 
imported oom· 
ponontB &8 per 
programme 
given in Projeot 
Iwport 

26 

3rd and 4th 60MW 1 20'8 
boilor 

5th to 8th 60 MW boilor S 
lsI, 100 MW boile!' 17'0 

14' 1 

l'erctlntuge of imporhd COil' 
tenta o,H PCI' programmu 

finali .. ed in November, 1\l66 

Raw 
Components material" 

3t! 20 
16 26. 
8 :lU 
7 :10 

10 21> 
1\ 30 

5.34. The actual import content of components and raw mate-
rials has, however, not been worked out by the Management to 
enable a comparison with the targets. 

The Management have, however, stated that the import con-
tent had been worked out for the completed boilers and the per-
centage of import content for the first five 60 MW boilers were as 
follows. Production was also started recently for the sixth 60 MW 
boiler but not yet completed:-

Ennore--I .. 
Ennoro-II 
lIardUBganj -.. 1 
Hardnng"nj-Tl 
D,,)hlAJ 

Peroentage l'ercentage l'crCt!Dt,ugc 
of import. ofimport. "ftotal 
ed com. cd raw imported 
ponont& materials raw 
oontent oontontto materials 
to oontract oontraot and com· 
price price ponen t~ 

conwnt to 
oont,ract 
price 

40·6 S·5 46·1 
12·3 12'7 25·0 
5·2 11·0 16·2 
4·2 10·8 IS'O 
6'Y 12·1 19'0 ----_ .. _---_._------_._--------------



109 

H. Export Orders 
5.35. The export orders received upto 31-).2-1971 are ~s under:--

Orderllfl'Om:Wost Gilnuany for V Gives received in 1967 -68 .. HB. O· 49lakh 
Ordol'BfI'OIll Poland reoeived in 1969-70 . . 1{S. 3' 931akhs 
OrdurB fl'olll Malaysia for Boilor rtJOIli ved in 1969-70 
Ol'derBfromMalayaia for Boilor reooivedilll971-72 

.. Rs.226·43IGkhs 

.. Re. 913, 771akhs 

5.36. After evidence, the Ministry informed the Committee that 
one of the biggest oreJers for engineering goods that has been 
secured by any Indian manufacturer in recent times is the order 
bagged by the Tiruchi Unit of the BHEL in 1971-72 for supply of 
boilers worth Rs. 913.77 lakhs to Malaysia against a global tewler. 
The Tiruchy Unit is already executing the export order for boilers 
of the value of Rs. 226.43 lakhs to Malaysia which had been bagged 
in the year 1969-70. The Unit has also made progress with the deli-
very of orders booked in 1967-68 for supply of valves to West Ger-
many to the tune of Rs. 0.49 lakhs and the order booked in 1969-70 
for supplies to Poland to the tune of Rs. 3.93 lakhs. 

5.37. The Committee desired to know whether Malaysian order 
for export of engineering goods from this plant was goine well and 
the plant was keeping to the targets. The representative of the 
Ministry has stated that they had initially some difficulties in get-
ting clearance of foreign exchange arrangements but they had now 
been able to use special devices and got clearance. 

Asked whether there were any other orders which were 
expected the witness stated that they were constantly submitting 
tenders. Still they had not been able to secure any more orders for 
big valves. They had, however, booked smaller orders. The Com-
mittee were informeq that Indian Consortium for Power Projec~ 
had also been booking orders for BHEL. They were getting orders 
from African countries. 

Asked whether they were getting orders through agents or by 
way of foreign advertisements, the General ManageIi, Hardjwar 
Plant informed the Committee that the Deputy Chairman of BHEL 
periodically visited the foreign countries. He was visiting Singa-
pur, Malaysia and other places. Japanese and Britishers were also 
stated to be in the market. They were hopeful that slowly when 
their plant came up they could deliver things in time. It was stated 
that steps were being taken to appoint agents etc. in foreign coun-
tries. 

5.38. The representative of the Ministry further informed the 
Committee:-. 

"From the Ministry we are able to watch what is hap-
pening. In regard to the export prospects we have delibe-
rately given this particular task to the Indian Consortium for 
Power Projects which has been specifically created for the 
purpose of securing orders not only within the country but 
also from outside. So, this Indian Consortium for Powers Pro-
jects has appointed agents even in tb,e African countries for 
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securing orders. This js why we have secured orders in 
Malawi and one or two other African countries. We are ex-
ploring prospects of more agenci~s elsewhere. We do not want 
to start agencies all -uver without prospects because it will be 
incurring unnecessary expenditure." 

5.39. The Committee are glad tp note that the Tiruchy Plant of 
DUEL has been able to secure large orders totalling over Rs.. 11 
crores for export of boilers to Malaysia. The Committee would like 
DUEL and Indian Consortium for Power Projects to Intensify their 
exP.Ort efforts so as to secure larger orders from Malaysia and other 
developing countries. The Committee have no doubt that Govern-
ment would extend all necessary assistance to DUEL in order to 
sustain and step up the exports. 

As regards valves, the Committee are glad to note that some 
orders have been secured from such advanced countries as Ger-
many. The Committee would like DUEL/Government to explore the 
possibility of stepping up exports of valves. 

I. Inventory Control 
5.40. (i) The following table indicates the comparative position 

of the inventory and its distribution at the close of the last four 
years:-

It'IW 1ll'lt""illlH l\IId C~JllIpOI\(·,"tij , . 
It,.w IIllltnl'inl'lLllll (lompOnrmiMin tl'llllKit 
Mi6CIJllallOO1l8 stOI'OS , . 
Misoollaneouy 8t()r~ in tl'llnsit 
COIl~tl'lIotion stOI'OS 
UOllHt,t'uctjon HtUJ'etJ 

\Vol'k.,i"'progl'"ijH " 
J;'ini_ho(l g()o<i. illstoek , , 
1<'inishod good. wi t,h cUHtomerH 
"transit 

(l{lIl""'HIill IllkhH) 
,,-,,-----

WOO·07 )IJtI7·6!! IIloK·OII )(1011·70 

~~---------

270·i:j r,20·94 fill· 2:1 IlKK·!!1 
73'42 24·66 4()'90 1O'2~ 

1l0'6t! 1!!9'70 2:l4·50 21lHi4 
51·29 55·42 I111H'7 HO·tJO 
44·30 35·29 12·45 5'82 
"0'40 0'19 , , 

172'7H 153'86 2tl1 . fi5 :ltll' 8R 
41 ·62 293·41 275'40 :12!HI2 

100'24 90!!'30 

!l31'46 21111·77 1901·16 1998·011 
COllsumptiou during tht1 yC111' , • • • 242·15 461· U6 629· 30 84!1· 32 
Clo"ing atu,.k (exlIludinj( the _tell'('. et.e. ill tI'l1I1Hit.) 
intef1l180fmollthH'nOllsumptiulI 18,1 11!·5 21'1:1 17 

.----~-~ -.~.-~~--~ 

(ii) Finished stock-

5.41. Out of the finished stock valued at Rs. 329.62 lakhs as on 
31st March, 1970, stock worth Rs, 280.58 lakhs was held against 
specific orders and letters of intent. 

5.42, The Management have attributed the following reasons 
for not despatching the finished goods before 31st March, 1970:-

(a) Lack of instructions from customers. 
(b) Non-availability of right type of wagons for heavy and 

bulky consignments. 
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5.43. The Committee wanted to know how much of the stock 
was held for lack of instructions from customers and what was the 
remedy provided I1n the agreements against such holdings. In 18 
written reply, the Undertaking informed the Committee that 
Rs. 280.58 lakhs comp-rise of stock of boiler components to the tune 
of 2,593 tonnes and the balance of Rs. 49.04 lakhs represent mainly 
valves. Out of the 2,593 tonnes (which included 1,551 produced in 
March, 1970), 858 tonnes were held up due to the delayed start of 
despatch for Bhatinda, Badarpur and Barauni which arose in the 
following circumstances. For Bhatinda, the production started in 
August, 1969. 1,100 tonnes were held up when despatch instructions 
came on 11-3-70. Out of this, and the subsequent .pl'Oduction of 348 
tonnes 642 tonnes were left over on 31-3-70. For Barauni the produc-
tion started in March, 1969. 809 tonnes were held up when despatch 
instruction came on 16-2-70. Out of this and the further production 
of 71 tonnes upto the end of March, 1970, a quantity of 141 tonnes 
were left over on 31-3-70. As for Badarpur, the drum weighing 75 
tonnes was held up from September, 1969 due to inability of the 
Badarpur Thermal Power Project to receive it in the absence of the 
Railway Siding (under construction) and for heavy haulage equip-
ments. 

Except in one case the agreements so far entered into (6 agree-
ments in all) did not provide for recovery of storage charges in 
case of accumulation of such holdings. Individual cases of prolonged 
hold-up were, however, taken up with the customers for getting 
payment for the locked up material. The agreements so far entered 
into did not provide for recovery of full payments in such cases of 
hold-ups of stock. 

5.44. It was also stated that often there was difficulty in getting 
the special type of wagons and in such cases the matter was taken 
up with the Railways as best as possible. 
(iii) Slow-moving Stores-

5.45. The Value of stores which have not moved for one year 
and more amounted to Rs. 98.34 lakhs as on 31-3-1969 as per details 
given below:-

D" t,e fWIn whioh not moved 

1·)·1063 
1·1·]1164 
]·1·11105 
)·1·}1I66 
)·1·1067 
1·1.1968 

No. of VI~lu(l 
!t,ems Its. 

____ 00 __ _ 

, 3 
298 
7119 

1,854 
a,625 
4,118 

1,946 
:la,640 

l,tH,077 
6,81,123 

HI, 70,464 
611,5(j,460 

98,33,700 ----_ ...... __ ._- .. _---_._----_ .... _------_ .. _-
5.46. In April, 1969, the Management instituted a special review 

for reducing the inventQries to the minimum level consistent with 
the quantum of orders for the major products that will be available 
in the Fourth Five Year Plan. Upto December. 1969, items valued 
at Rs. 97.76 lakhs were found surplus (including 84 varieties of 
seamless tubes valued at Rs. 60 lakhs and construction stores valued 
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at Rs. 9.83 lakhs). The seamless tubes were stated to be surplus 
due to non-receipt of orders for Faridabad I and II and Amarkan-
tak power stations. 

5.47. It was pointed out that as on 31-3-70 High Press Boiler 
Plant had stores worth at Rs. 67.27 lakhs which had not moved for 
over 1 years. Besides the Unit had stores worth Rs. 92.04 lakhs sur-
plUS to requirements including seamless tubes of the value of Rs. 53 
lakhs and construction stores valued at Rs. 2.58 lakhs. The Committee 
enquired as to what action was taken for disposal of surplus stores 
and whether review of slow moving parts was conducted to ascer-
tain whether they were not surpl'-1s. The Committee were informed 
that the stock of Rs. 92.04 lakhs on 31-3-10 has been reduced to 
Rs. 58.14 lakhs as on 31-10-71 by disposals and by transfer back to 
Stores for utilisation w:ith suitable redesign of current boilers. But 
there has been no significant improvement in the stock of Rs. 2.58 
lakhs representing construction stores items. 

Slow-moving stores ~re currently under review. Out of Rs. 67.47 
lakhs which did not move for over one year as on 31-3-70, the stores 
+hat did not move till 31-3-71 amounted to Rs. 44.90 lakhs. Materials 
Management is identifying high value items for active follow up 
and possible utilisation. 

5.48. The details of stores which have not moved for over one 
year as on 31-3-1971 are indicated below:-

Con"t.l'Uctioll Store~ 
'i'uWIl"hip Storl'S 
~'ro.inillg Storcs 
l<'lIctory Stor,," 

(V~llIe: itUpOO8 in I~khs) 
._---._--

2·33 
0·41 
O'6il 

1:l4':!6 

137· 76 la.khH -----_. __ ._ .. ---- ---------------------
:.-i9. In a reply furnished after the evidence the Ministry have 

stated that "in judging the level of inventory at these Plants, it 
has to be remembered that in the heavy electrical industry, the 
nroduct:; ~nvolved are highly sophisticated l:\nd have a very long 
manufacturing cycle varying from 30 to 37 months or even more. 
Again. quite a number of components as also certain raw materials 
have to be imported and the uncertainties of such imports as well 
as the delays involved would necessitate the keeping of an inven-
tory level which is suffic:ently high to ensure uninterrupted pro-
duction. Government agree with the Management that in this 
industry, an inventory representing up to even 12 months consump-
tion is not excessive particularly in the context of the load time for 
imports and the prevailing scarcity condition as in the caSe of indi-
genous steel." 

3.50. The Committee note the offers made by Tiruchi Unit to 
bring down their inventory from 21.8 months consumption In 
1968-69 to 11.4 months in 1970-71. The Committee also note that the 
stock of slow moving stores had been reduced from Rs. 92.04 lakhs 
on 31-3-1970 to R~. 58.14 lakhs on 31-3-1971 by disposal and by trans-
fer back to stores for utilisation with suitable re-deslgn of boilers. 
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It has, however, been admitted by the Management that there has 
been no significant improvement in the stock of as. 2.58 lakhs 
rep.resenting construction stores items. The Committee recommend 
that Management should keep the level of inventory under check 
and concentrate on exploring avenues for dIsposal of construction 
stores item. 

The Committee note that the unit was having Rs.. 92.04 lakhs 
worth slow-moving stores including Rs. 53 lakhs of seamless tubes. 
The Committee deprecate that seamless tubes had been procured 
and lying surplus .due to non-receipt of orders for Faridabad I and 
II !lnd Amarkantak Power Stations. Since orders for Faridabad 
Plant had been received, the Committee hope that the surplus 
seamleSs tubes would now be diverted to profitable use. 

J. Profitability of the Project 
5.51. In the Detailed Project Report, the Consultants had fore-

cast loss up to the 7th year from the commencement of construction 
or the 4th year from the commencement of production. The Project 
went into production in May, 1965. According to the Project Report, 
a cumulative loss of Rs. 702.8 lakhs was anticipated upto the end of 
1968 (Le. corresponding to the financial year 1968-69). The Project 
sustained a loss of Rs. 398.02 lakhs upto 1966-67 i.e. second year of 
production but started earning profit from the third year of produc-
tion in 1967-68. The total profit earned during 1967-68 and 1968-69 
was Rs. 301.26 lakhs. The cumulative loss was, therefore, reduced 
to Rs. 96.76 lakhs at the end of 1968-69. 

5.52. The profitability study made by the Project in March, 1969 
indicated profit during 1969-70 and 1970-71 also and losses there-
after, assuming that there will be no orders after 1970-71. The 
position was reassessed in June, 1969 but the results were the same 
as indicated in the profitability study made in March. 1969. 

A study was again made by the Project in December. 1969 on 
the basis of the latest expectations for utilisation of the capacity. 

5.53. The position of profit/loss on the basis of the revised 
estimates is given below:-

(l<'igufCa in tOIlIl(IH) 

Partioulars 19611·70 lIl70-71 11171-72 11172-73 11173-74 
.. -.--.---.. 

l'lanllud c.1pa.oity 18,500 20,1>00 24.000 30,000 30,000 
Uapaoity Ilxpeoted tu 1)()utili~(>(1 111,500 20,500 22,547 

(Rupoes in Iakhs) 
Cost ofsaltlB .. 1.458 1.633 1,765 761 801 
Sale value a.t landed cost .. 1,916 2.156 2.285 
Profit (+)/L08S (-) (+)458 (+)523 (+) 520 (--)761 (-)801 

5.54. The above profitability study is based on the assumption 
that there will be no orders for execution after 1971-72 and conse-
quently, the losses will be equivalent to the fixed expenses (inclu-
sive of payment to and provision Jor employees) amounting to 
Rs. 761 lakhs in 1972-73 and Rs. 801 lakhs in 1973-74. 
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5.55. According to a fresh profitability study furnished to Audit 
by the Management in October, 1970, the Unit is likely to make 
profit upto 1973-74 as indicated below:-

.. ---------_. 
1969-70 1970-71 1971-72 1072-73 1973-74 
(Actuals) (AHpel' (Fore. (]'ore. (]<'ore-

revised cast) oast) CIlIIt) 
OS tima tea) 

-.~----

\. '1'1,"((,,1, (in M. tons) Boilel'8 HI,Il()() 25,()(J() :10,000 30,000 30,000 
Valves 431 750 1,000 1,250 1,500 

----
'TOTAL: 111,231 21),750 31,000 31,250 31,500 

2 .• S,llo Valuc (!ts. in lakhs) Boilers .. 1,993 2.645 3,080 3,200 3,260 
Valves 105 175 230 300 365 

2,09!! 2,820 3,310 3,500 3,615 
;j. (Jo~tord~le8 (!ta. in lakhs) 1,609 2,275 2,719 2,914 3,041 

4. Profit bofOl'6 tax (!ts. in lakhs) 489 545 511l 586 574 
---_ .. _----

-8 ... 10 v ... lutl is bll1l('4 on the CUI'I'ent prioolevelilt whioh sillo h&ll been agreed upon. No 
osoalation in tho Ilurrent 1111010 prioe levols towarus 11&108 to be effeoted in the 2nu hillt of tho 5 
year-period hll8 boon mllde. 111 respoct of valvos, "sclllntion has been mado at 21% pel' aunum 
from1972.7!j. 

5.56. It may be mentioned that the production of boilers and 
valves during 1971~72, 1972~73 and 1973~74 as assumed for the above 
profitability study is more than the orders received as intimated by 
the Ministry in September, 1970. Further, as the accounts for 
1969~70 have not so far been audited, the figures for that year which 
are stated to be based on actuals, are not susceptible of verification 
in Audit. 

5.57. The Committee enquired whether further orders for Boilers 
and valves were received to match the production assumed in the 
profitability study of October, 1970. BHEL stated that further orders 
had been received to match the production assumed in the profit~ 
ability study of October, 1970. Total orders for boilers received to 
date (15~7-1Y71) were about 1,71,300 tonnes and out of these quanti-
ties completed upto 31-3-1971 were 68,099 tonnes. In respect of valves, 
orders outstanding for execution as on 31-3-1971 amounted to 
Rs. 230.26 lakhs. 

5.58. The Committee desired to l,tnow as to how the cost of pro-
duction as envisaged in the DPR from year to year rompared with 
the actual cost of production. 

5.59. The Ministry explained that the actual cost of production 
from year to year varied from the cost of production as envisaged in 
the DPR., depending on the change. in the product mix, the costs 
going up due to devaluation, the change in material cost, the increase 
in wages after the Engineering Wage Board award and similar other 
factors. 

The Committee wanted information about the variation of cost 
from year to year as compared with the cost envisaged in the Project 
Report and also the selling price actually charged vis-a-vis that 
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anticipated in making the profitability study in the Project Report. 
The Management in a written reply gave following information about 
the figures of total cost of production and selling value as per D.P.R. 
(submitted to the Cabinet vide letter No. UO No. CO/HE/~O dated 
28-10-1962 and approved by Government): 

1'96/)-611 
1966--67 
1907-68 
1968--69 
1960-70 
1970-71 
1971-72 

(Rs. in lakhR) 

C()st of Pro· Rale Value 
dllotion 

546 
721 
9!!/) 

1,12/) 
1.334 
1.464 
1,567 

20 
4()O 
779 

1,128 
1,471) 
1,830 
2,199 

The actual production costs and sale .values are as under: 

19611~ 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 
1971-72 

Cost of Pro· Sale Value 
duotion 

166 
666 

1,101 
1,333 
1.630 
2,136 
2,316 

3/1 
306 

1.14:1 
1.59:! 
2.111 
2,652 
2.914 

(Revised 
Estimate) 

K. Working Results 
5.60. The working results of, the Unit for the last three years 

were stated to. be as given below:-
(Rs. in lakhB) 

1966--67 1967--68 1968--69 

1. Salee 796·14 1.431,48 
2. Other Income .. 7·42 33'34 
3. JobsdoneiorinternalulI8 .. .. .. .• 

14·68 
13·80 
53·111 1111·08 176·29 

4. Aocretion to stock of finished goods and works in progress 380·66 232'86 89'74 

TOTAL: 

5. CoBtoiproduction .. 
6. Profit(+)/Lo8B(-) .. .. 
7. Adjuatment.arelating to previous years 
8. Net Profit(+)/LoI8(-) 

.02·66 1,1110'49 1,730·8/1 

.. 731·79 1,099'28 1,475,94 

.. (-)269,14 (+)51·21 (+)254'91 

.. (-) 0·68 (-) 8·84 (+) 3·98 
.. (-)269'82 (+)42'37(+)258'89 

5.61. Asked whether profits earned by Tiruchy Plant were due 
to high selling price, BHEL stated that this was not so since many 
of the prices charged were on the basis of tenders from other compe~ 
titors in the country. . 
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5.62. The Committee note that in the detailed Project Report, 
Consultants had forecast that Tiruchy Plant would incur losses upto 
the 4th year from the commencement of production (i.e. upto 
1968-69). The Committee find that the Plant started eaming profit 
even from 1967-68 the 3rd yea)," of production and the profit eamed 
upto 1968-69 was Rs. 3.06 crores. The Committee hope that a close 
watch will be kept on factors which tend to raise the cost of produc-
tion and affect economies wherever necessary to improve the profit-
ability of the Plant in the years to comf. 

The Committee also note that on the basis of the profitability 
study made in October, 1970, the {Jnit is likely to make profit upto 
1.973-74. WhUe this position may be feasible with reference to the 
orders for Boilers on hand the C'Jmm!ttee feel that the same cannot 
be said in regard to valves. At present the orders outstanding on 
31-3-71 were for only Rs. 230 lal[hs which may cover only one year 
i.e. upto 1971-72. The Committee. therefore, recommend that the 
unit should make all-out efforts to procure more orders for valves 
which would ensure full utilisation of the machinery and the 
anticipated result according to the profitability studies. 

L. Costing System and Cost Analysis 

Co~ting Sy~em 

5.63. The Unit has adopted job costing for boilers and batch cost-
ing for valves. The following deficiencies have been noticed in the 
costing system (vide para 8.5 of Audit Report (c) (1970):-

(i) Norms of rejection/loss in different processes of manufac-
ture have not been fixed. 

(ii) Machine utilisation statements showing the percentage of 
utilisation and idle time of machines are not being pre-
pared. 

(iii) Pre-determined estimates prepared for consumption of 
materials and labour are not compared with actuals and 
variations investigated. 

In this connection, the Management have stated as follows:-
(i) Since the plant is in the initial stages of production. no 

norms for rejections/losses in the different process have 
been fixed. 

(ii) The factory has not reached even 70 per cent of the rated 
capacity and hence optimum utilisation of the machines 
does not arise at the moment. Machine availability is not 
a bottleneck in the Unit's production. The operations of the 
Unit being mainly fabrication work. are labour intensive. 
Taking all these factors into account detailed booking of 
machine utilisation is not considered necessary. 

(iii) The Unit has not yet completed its first 60 MW boiler and 
also its first industrial boiler at Durgapur is still to be 
commissioned. As soon as these arc completed the actuals 
will be compared with the estimates for guidance in 
future. 
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5.64. BHEL stated in a written reply that they recently (March, 
1971) entered into a collaboration agreement with M/s. Combustion 
Engineering Inc., USA and the processes of manufacture would con-
sequently undergo changes in the immediate future. The norms of 
rejections/loss would be fixed based on the experience gained in the 
new process. 

5.65. Machine utilisation for major machines in BJ.!ilding No.1 
(Main Production Shop) was being compiled from December, 1970. 
Utilisation factor was 69 per cent for the four months ending 
31-3-1971, 75 per cent upto 31-8-71 and 74 per cent upto 31-10-71. 

The total of material cost and labour cost had been compared 
with corresponding figures in the estimates. Detailed comparison 
like quantities and costs of individual assemblies etc. could not be 
made in the case of the first few boilers which were based on rough 
assessment in the abs.ence of detailed design particulars. 

(ii) Analy,s.is of Cost 

5.66. The Unit has not completed its first power boiler and also 
its first industrial boiler and hence their complete cost is not known. 

In respect of the production of valves. the Unit is incurring los'S. 
The Management have attributed the following reasons for the loss 
in the production of valves:-

(1) "The stepping of production in the case oJ valves was not 
as fast as in the case of boilers. This has been due to:-

(i) demand for a large number of types/sizes of valves 
with comparatively small off-take in each type is the 
general trend in the market; and 

(ii) the slow development of indigenous foundries to supply 
quality castings. 

(2) The selling prices of valves are determined with reference 
to the market conditions." 

5.67. The Committee enquired whether the complete costs of 
Power Boiler and industrial boiler were worked. out and also whether 
the Unit suffered heavy losses in .production of valves during 1969-70 
and if so, the reasons therefor. 

In a written reply, BHEL stated the complete cost of the first 
Power Boiler and the first Industrial Boiler which had been cont-
pleted, was worked out and found that the completed costs of 
Ennore-I and Madras Fertilizers Ltd.-I were Rs .. 357.94 lakhs and 
Rs. 47.74 lakhs respectively. The contract prices of Ennore-I and 
M.F.L.-I were Rs. 301.43 and Rs. 33.62 1akbs respectively and the: 
resultant losses were Rs. 56.51 lakhs and Rs. 14.12 1akhs respectively. 

There was also loss in valve production during 1969-70, due to 
lower production of valves resulting from non-availability of l!latch-
ing valve components, technological problems faced in the manufac-
ture (particularly on smaller size high pressure valves) and the 
difficult supply position of quality steel castings and forgings. These 
were overcome to a great extent in 1970-71 and a profit of Rs, 6.30 
lakhs was made in that year. 
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5.68. The Committee find that for sometime past the costing sys-
tem followed by Tiruchy Unit suffered from deficiencies like ab: 
senee of nonns of rejection/loss in different processes of manufac-
ture. absence of record showing percentage of utilisation and idle 
time of machines, absence of comparative study of actual consump-
tion of materials and labour with predetennined estimates. 'It has 
been stated by the Management that in March, 1971 the Com:9&DY 
has entered Into a collaboration Agreement with M/s Combustion En-
gIneering Inc. USA and process of manufacture were expected to 
undergo changes in the near future. It has also been stated 
that ''norms of rejection will be fixed based on experience 
of the new processes". The Committee are surprised to find 
that the Tiruchv Plant which went lntu uroduction of Boilers in 1965 
did not upto 1971 consider fixin2" norms for rejections/losses in ditle-
rent processes. The Committee do not see why the question of evolu-
tion of nonns of re.iecthm/loss should be deferred til1new processes 
emerge. In these da,ys of raoid advancement of technology processes 
of manufacture undergo changes every now and then and therefore 
this can hardly be accepted as a valid plea for puttinl!" off the ,!uestion 
of pvolving nonns of rejection and loss. The Committee recommend 
that the unit should on the basis of the experience gained so fal1 
fix nonns for rejections/losses for different processes of manufac-
ture and review and revise them if necessary on the basis of such 
r,hanl~·e .. tn the manllfa,rturing- processes that may he made for timp 
to time. The Committee also reco.!!!mend thltt the man::.geme!1t 
.. hould maintltln slIitabl,. cost-record", for ascertalnjn~ actual la-
bour costs and consumption of materials a<; compared to estimates 
in order to ensure etlective cost control and correct fixat!on of pri-
ces of the products. 

M. Internal Audit 
5.69. An internal And it Cf'll has been Sf't un nnder the control 

of Financial Adviser and Chief Accounts Officer: The manual of in-
ternal Audit Departmf'nt defining its scope and functions has not 
been finalised so far (December. 1969). 

The Management have stated (December. 1969) as under:-
"While no manual has so far heen m;:lde out of Internal 
Audit. the scope. procedure, nuantum and progn~mme of work 
hllve been c1earlv laio down in office orders issued bv the heads 
of departments. The formal nublication of the manual has been 
deferred as the Plant is in the formative stag:e and the system 
and procedures are undergoinlr revisions and the plant is also 
mid-way in the process of machanising accounting procedures. 
In about II Vf'ar's timE' whf'T1 thf'SP factors woulrl stahilise. a 
manual which would not need constant revision, will be brought 
out." 

5.70. There is no system of consideration of the report of the 
Internal Audit Department at top managerial level and the level of 
the Board of Directors. 

Bf'sirks. thf' Internal Audit Cpll nf thp Unit has not connucte~ 
anv appraisal of thE' performanCf' of the Unit on the Jines indicated 
hv thp Committee on Pl1blic Undertakings in their 15th Report (4th 
Lok Sabha)-April. 1968. 



119 

5.71. The BHEL in a written reply explained that a beginning has 
been made in Augustl 1970 by the Internal Audit in conducting ap'prai-
sal of the performance of a department of the Unit. Since then 
appraisal of the performance of two more departments has been 
conducted. The Internal Audit is also preparing reviews of the 
annual and half-yearly accounts of the Unit with effect from the 
accounts of the Unit for the year 1969-70 on the lines of the reviews 
published by the Indian Audit and Accounts Department on the 
accounts of the Companies. Monthly reports 'On inventory, laboW' 
utilisation, actual expenditure as compared to the budgeted esti-
mates, progress of actual performance as compared to the targets 
etc. are also submitted both to the local management as well as to 
the Board. 

The main internal Audit Manual has since been finalised. The 
details of checks to be applied for auditing the various books and 
documents in each of the departments of the Unit have to be 
compiled. 

The Internal Audit Reports are put up to Units' top manage-
ment i.e. F A&CAO and General Manager. 

5.72. The Committee regret to note that it should have taken 
Tiruchy Unit so long to streamline the procedure for internal audit 
and bring It in the form of a Mauval. The COllllnittee are sUl'pl"lsed 
to find that the Management have not cared to oonduct any appraisal. 
of the performance of the unit till 1970 and note that a beginning hlUJ 
been made only in August, 1970 that too in respect of one Deptt. The 
Committee hope that the Internal Audit Cell of the Plant would be 
activised to discharge the functions and responsibUities expected of 
it so that the Management can take advantage of the reports of IDter-
nal audit in setting right the defects in working and improving Its 
efficiency. 

L/B(DIlLSE- 10 



VI 
ORGANISATION 

6.1. Bharat Heavy Electricals 'Ltd. was incorporated on the 13th 
November, 1964 with its registered office at New Delhi. It is engaged 
in the manufacture of the following major products:-

(1) Heavy EI80triaal Equipment Plant, Haruwal' .. Turbo sets. 
(2) Hoavy Power Equipmtlnt Plant, Hydtlrabad Turbo Silts. 

(3) SwitohgtllN' Unit, Hyderabad . . (i) Air Blast Cirouit llreakllrs. 
(ii) Minimum OilCircuit Broaklll'lI 

(4) Wgh Prtlllluro Boiltlr Plant Tiruohirllpalli . . lloiler components. 

A. Principal Functionaries 
6.2. The Undertaking is managed by a Board of Directors. The 

Directors (including Chairman) are appointed by the President under 
articles 66 & 67 (1) of the Articles of the Association,. of the Bharat 
Heavy Electricals Ltd. Unless otherwise determined by the Company 
in a general meeting, the number of Directors shall be not less than 
2(two) and not more than 15 (fifteen). The Directors are not reql\ired 
to hold any qualification shares. 

Chairman / Directors 

6.3. Under ·Articles 81 (a) & (b) of the Articles of Association 
of the Company the Chairman shall reserve for the decision of the 
Central Government any proposals or decision of the Board of 
Directors or any matter brought before the Board which raises in 
the opinion of ~he Chairman, an important issue and which is on 
that account fit to be reserved for the decision of the Central Gov-
ernment and no decision on such an important issue shall be taken 
in the absence of the Chairman appointed by the President. 

In respect of matters reserved by the Chairman for decision of the 
Central Government, if the Central Government's views be not re-
ceived within a period of two months, the Directors shall be entitled 
to act in accordance with the proposal or decide without further re-
ference to the Central Government. 

Without prejudice to the generality of the above provision, the 
Directors shall reserve for the decision of the President:-

(i) Creation of and appointment to all posts carrying an ulti-
mate salary above Rs. 2,250/- per mensem and in the case 
of a re-employed Government servant above Rs. 3000/- per 
mensem inclusive of pension or pensionary equivalent. (This 
will not apply to the appointment of foreign technicians.) 

,-- -_ .. '.,---
-At the time of faotual verifioation, D.HF:J. hl~v" .,tatl.ll that, Arts. 81 (u) &' (b) 

have been amended 011 the bllo8iij of Government'a decision on AHC rcoomm"lldation. 
120 
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(U) Any matter relating to the sale, lease, exchange, mortgage 
and or disposal otherwise of the whole or substantially the 
whole of the undertaking of the Company or any part 
thereof; and 

(iii) Any matter relating to 
(a) the promotion of company/companies; 
(b) entering into partnership and/or auangement for 

sharing profits; 
(c) furmation of subsidipry company/companies; 
(d) taking or otherwise ·acquiring and holding share in any 

other company; and 
(e) division of capital into different classes of shares. 

(iv) Appointment of the Financial Adviser of the Company. 
Under article 82 of the Articles of Association of the Company the 

Directors may, subject to the provisions of Sections 292 and 297 of the 
Act, delegate any of the powers to a Committee consisting of such 
member or members of their body as they think fit and may, from 
time to time, revoke such delegation. Any Committee so formed 
shall, in the exercise of the powers so delegated, conform to any 
regulations that may be imposed on it by. the Directors. The procee-
dings of such a Committee shall be placed before the Board of Direc-
tors at its next meeting. 

Right of the President of India 
6.4. Article 116 of the Articles of the Association of the Company 

provide that "notwithstanding anything contained in any of these 
Articles the President may, from time to time, issue such directive 
as he may consider necessary in regard to the conduct of the business 
of the Company or Directors thereof and in like manner may vary 
and annual any such directive. The Directors shall give immediate 
effect to directives so issued." 

Number of Directors 
6.5. As already stated under Article 66 of the Articles ibid until 

otherwise determined by the Company in a general meeting, the 
number of Directors shall be not Less than 2 (two) and not more than 
15 (fifteen). The Directors are not required to hold any qualification 
shares. 

Appointment of Directors 
6.6. Under Article 67 of the Articles ibid 

(i) The Directors (including the Chairman) shall be appointed 
by the President and shall be paid such salary and/or al-
lowances as the President may from time to time deter-
mine. 

(ii) At every Annual General Meeting of the Company every 
Director appointed by the President shall unless he has 
been appointed to any office under Article 70 hereunder, 
retire from office. A Director appointed under Article 70 
shall retire on his ceasing to hold the office thereof. A retir-
ing Director shall be eligible for re-appointment. 

L, B(D)ILSS-lO(a) 



General Powers of the Board of Directors 

6.7. The business of the Company shall be managed by the Board 
of Directors who may pay aU the expenditure illcurred in setting up 
and registering the Company. 

(1) Subject to the provisions of this Act, the Board of Directors 
of the Company shall be entitled to exercise all such powers, and to 
do all such acts and things, as the Company is authorised to exercise 
and do; 

Provided that the Board shall not exercise any power or do any 
act or thing which is directed or required, whether by this or any 
other Act or by the Memorandum or Articles of the Company or 
otherwise, to be exercised or done by the Company in general meet-
ing; 

Provided further that in exercising any such power or doing any 
such act or thing, the Board shall be subject to the provisions con-
tained in that behalf in the or any other Act, or in the Memorandum 
Or Articles of the Company, or in any regulation not inconsistent 
therewith and duly made thereunder, including regulations made by 
the Company in general meeting. 

(2) No regulation made by the Company in general meeting shall 
invalidate any prior act of the Board, which would have been valid 
if that regulation had not been made. 

6.8. In addition to the General powers stated above, the Direc-
tors have the following specific powers conferred under articl~ 69 
of the Articles of Association to:-

(i) Acquisition of Property. 
(ii) Invite and accept tender relating to works included in the 

approved Detailed Propject Report. 
(iii) Authorise the undertaking of works of a capital nature 

not exceeding Rs. 50 lakhs . 
(iv) Pay for property in Debentures or other securities. 
(v) Secure contracts by mortgage. 
(vi) Appoint officers etc. to a post in the scale not exceeding 

Rs. 2,250/.- p.m. 
(vii) ~ppoint trustees. 
(viii) Defend action (including legal action) by or against the 

Company or its officers. 
(ix) Refer any claims or demands by or against the Company 

to arbitration. 
(x) Make and give recelpt, release and other discharges for 

money payable to the Company. 
(xi) Authorise acceptance of documents etc. 
(xii) Appoint attorney. 
(xiii) Invest money as approved by the President. 
(xiv) Make bylaws of the Company. 
(xv) Award or any bonus. 
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(xvi) Creation of provident fund, Establishment of local award 
for managing any of the affairs of the company. 

(xvii) Enter into negotiations/contracts etc. 
(xix) Sub-delegation of powers. 
(xx) Borrow or raise or secure the payment of money with the 

approval of the President. 

B. staft' 
6.9. During 1970-71, the staff strength of BHEL increased from 

16840 in 1969-70 to 18682 in 1970-71. Details are given below:-
-~.--. 

Hardwar Hyderabad TirnohirapaJli Total 
( 1 ..----"'--------. r- . 

1 ( 
. 

1969·70 1970·71 1969·70 1970·71 1969·701970·7] 1969·70 1970·71 
-Teohnioal Oflioera 387 416 286 297 247 293 920 1006 

Non.Teohnica.IOffiool'tl 611 73 :17 40 61 62 166 176 
Teohnioal staff (inolud. 

ing 4407 Industrial 
workol,'\\) 2.8i4 3.696 S.1i61 3.849 4.407 4.742 10.812 12.187 

NlllI·Jndl,.trial staff 2,118 2.405 1,276 1.276 1.548 1.633 4.942 5.314 

6.417 6,490 6.160 1l.462 6.263 6.730 16.840 18.682 

NOTlil : This elloludell76 NOB. and 89 Nos. employed at Hoad Oftloe during 1969·70 and 
1970·71 respootivflly. 

C. Foreign Personnel 
6.10. The position of the Foreign Personnel in the BHEL since 

1967-68 was as follows:-
1967·08 
1968·69 
1969·70 
1970·71 

246 
187 
177 
147 

The number of Foreign Personnel in each Unit of BHEL their 
financial burden on the Undertaking (as on 31-3-72) is given as un-
der:-

HARDWAR UNIT 

(i) No. of 
Foroign Per· 
BOnnel. 

(ii) Finanrlal 
burden on 
BHEL d1ll'ing 
1971·72 

112 (Exoluding 13 Foreign Personnel like 
Interpretors. Dootors. Teachors &; repre· 
sentative of MIS Prommaehexport who 
are not paid byBHEL). 

RA. 41· 30 lakhs 

HYDERA· TTRUCHY 
nADUNTT UNIT TOTAL 

24 

17·311 
Lakhe 

11 

'72 
Lakhe 

107 

69·40 
LUhe 

The Forf'ign technical consultants/experts are usuallv engaged 
in accordance with the provision!'! laid down in the agreements en-
tered into with the concerned Foreign Collaborators. 
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It has been stated that necessary measures are being taken by 
the Undertaking to replace the foreign personnel by Indians. The 
position in this regard of each unit is as follows:-

(i) Hardwar Un~t:-Indian Engineers and Technicians are 
attached with the Foreign Experts so that they may pick 
up the work and gain confidence in course of time and 
gradually replace them. 

(U) Hyderabad Unit: -Necessary action has been taken to 
attach Indian Counterparts to Foreign Personnel in the 
respective fields to obtain necessary expertise and number 
of foreign personnel has been gradually reduced resulting 
in the reduction of number of experts from 126 (during 
1967-68) to 24 as on 31-3-72. 

(iii) Tiruchy Unit: -All have been repatriated as early as 1969 
except one erection expert who will also be returnecl be-
fore the end of year 1972. 

6.11. The Committee understand that necessary measures have 
been taken by the different unit.s of 8HEL to replace the forelgu. 
personnel by Indians, fot' which purpose the Indian Engineers/Tech-
nicians are attached to the foreign experts for pieklng up work and 
thereby gain confidence. The Committee hope that the Undertakin,. 
wiU soon be able to build up the expertise necessary for running the 
plants Independently. 

D. Trainees 

6.12. A total of 805 trainees including Graduate Engineer Appren-
tices, Chargemen Apprentices, Artisans Act Apprentices, etc. were 
under-going training during the year in the various Technical Train-
ing Institutes at the Units, as compared to 1,Q75 during the previous 
year. The total number of engineers and other categories of technical 
staff trained in the foreign countries, stood at 644, comprising 160 at 
Tiruchirapalli Unit, 249 at Hyderabad Unit and 235 at Hardwar Unit. 

E. Recruitment 

Mode of recruitment to various posts 
6.13. Temporary employees recruited durin~ construction stage 

sttadually become surplufl to requir~m:mts on tapering of construction. 
They are given first prr>fl"'rf"ncp for Rb!"orption in all vacancies in the 
regular establishment. 

fi) Employment E:rchnnge 

6.14. Where the temporary construction staff do not provide 
suitable or sufficient material for recruitment, the local employment 
exchange is contacted. If suitabJp. candidatE-!'l are not available from 
the Employment Exchange, the Employment Exchange issues a 'Non 
Availability Certificate' and vac~ncics are advertised in the News-
papers. In the case of technical categories, generally Employment 
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Exchange are unable to sponsor candidates suitably qualified and skil-
led as the standard of technical skill required in a Commercial Under-
t~king like BHEL is fairly high. To save time the newspaper adver-
tisement is issued simult,aneously with intimation to the Employ-
ment Exchange. A copy of the advertisement is also sent to the Em-
ployment Exchange for recommending suitable candidates if avail-
able from any other centre. Preference is however, given in recruit-
ment to residents of local and adjoining areas. 

(ii) Direct Recruitment 

6.15. Where suitable departmental candidates are not available, 
senior and technical posts are filled by advertising in important news-
papers having a good All India circulation. Simultaneously, the local 
Employment Exchanges, Central Employment Exchanges are also inti-
mated of their requirements so that they could recommend suitable 
candidates for consideration. 

(iii) Deputationists 

6.16. Except for a few posts in some departments where it is ab-
solutely essential to appoint a deputationist, deputation is not looked 
upon as a means of filling vacancies. 

(a) Promotion Policy and Procedure 

6.17. All promotions are made on the recommedations based OD 
merit-cum-seniority by ad-hoc Departmental Promotion Committees 
consisting of 'at least three members constituted on each occasion. 
Senioritv is allotted a certain quota of marks but it is not the decidingt 
factor. Wherever possible and practicable, written tests and trade 
tests from part of the selection procedure. The Departmental promo-
Committee recommends the candidates on the basis of seniority, 
confidential reports, performance in an interview. 

Promotion to the officers grade (400-950 and above) are made 
on the recommendations of the Central Selection Committee of the' 
RHEL which is a common Com'mittee for all the BHEL Units con-
sisting of two former members of the U.P.S.C. with whom the Ge-
neral Manager of the Unit. where the selection is being conducted, 
is associated as third member of the Committee. 

The basic policy of the Company regarding promotion is to try 
to locate and give opportunities to suitahle employees within the 
organisation to man higher posts. Normally. a minimum period iSi 
prescribed for promotion of officers from one grade to another ex-
cept in cases of candidates with outstanding ability and merit who 
supersede others. The Comnanv helps its employees to develop skill 
bv tT:tininJ! them!'!elvps making th~m fit for promotion. Trainin~ 
~~hem"s Rrf' in VOP'llP fnr (II) llnc:ldll o rl workers. neons. security R\lards 
P~", 'xrhn have Rntituo" for Rt'nuiTinJ1 tpchnical skill for equip1)ing 
them lor thf' noc;ts of C'f'TT\i-~kil1prt work"M (b) Rem i-skilled workers 
for f;K:il1('q work"rs :md (c) sk;i11pd worker~ as chargemen. 
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(b) Percentage of posts reserved for promotion 

6.18. At the present stage of development of the units no such 
reservation has been made but the general policy is to fill as' many 
vacancies from internal sources as possible and to resort to outside 
recruitment only when serving employees of requisite qualifications 
and experience are not available. 

F. Labour Relations 

6.19. During the year, the industrial peace at two Units of BHEL 
was disturbed. To press for their various demands, which, inter-alia, 
included the demand for continued payment of Project Allowance, the 
workers at the Hardwar Unit struck work on May 12 1970. This was 
preceded by a tool down strike on 3 days. The general strike was called 
off on May 25, 1970, in pursuance of an Agreement between the 
Management and the recognised Union. However, immediately 
thereafter, five persons. including the President and the Vice-Presi-
dent of an unrecognized Union, went on a hunger strike in support of 
the same demands, which were then under negotiation in pursuance 
of the Agreement entered into with the rf'cognized Union earlier. The 
hunger strike, which commenced on June 9, 1970, was called off on 
June 20, 1970. Negotiations were continued with the Recognized 
Union and an agreement covering the various demands raised by 
them at the time of strike in May, 1970 was signed with them on 
August 8, 1970 and the Unit returned to normalcy. 

At Hyderabad UnH, on Decembpr 4, 1970. a s(~ction ·of the em .. 
. "I'Oyee8 went on a strike, even though there were no demands pend-
ing with the management. Inspite of the efforts of the management, 
'8 certain section of workers did not resume their duties. As there 
was a threat to the assets of the Company, the Management was 
eompelled to declare a lock-out in such of those factory blocks 
which were adversely nffected. TJ-!c lock-out was lifted in stages 
as the striking workers agreed to join duties. The strike was 
finally called off on January 12, 1971. 

G. Incentive Scheme 

6.20. In a written reply, BREL, have stated that no incentive 
scheme has been introduced in Tiruchy Unit so far. Based on tile 
financial results for the year 1969-70, the profit sharing bonus was 
paid for at this Unit. The profit-sharing is found to be a great moti-
vating factor', for the employees as a whole. 

Amenitie, 

6.21. As on March 31. 1971, the total number of houses in the 
. various townships "f the Company stood at 7,475. Out of 600 quar-
'ten; for H::Irdwar Unit. sanction for which was received durin~ 
. IM~-70 construction of 380 quarters was completed and the work on 
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the remaining was in progress. During the year (1970-71) Govern-
ment sanction was received for construction of 636 additional quar-
ters in Tiruchirapalli Unit and the construction was taken up on 
582 quarters. The work on remaining 54 quarters had also since been 
undertaken. 

Besides quarters, other welfare amenities provided to the em-
ployees include canteens, medical benefits, schools, community 
centres and clubs, as also subsidised transport. During the year 
(1970-71) a sum of Rs. 16.48 million was spent on the staff welfare 
activities. Out of this, Rs. 10.32 million wa9 on township, Rs, 4.59 
million on medical facilities (over and above the amount spent by 
the Company under the statutory obligations) Rs. 0.67 million on 
maintenance of educational facilities, Rs. 0.39 million on subsidised 
transport, Rs. 0.13 million on dairy farming, vegetable farms, fair 
price shops, Rs. 6.39 million on social and cultural activities. In 
1970-71 the expenditure on nmenities per employee was Ro;. 73 per 
month. 

6.22. The Committee Ilote that ill Tiruchy Unit of BHEL, no 
Incentive scheme has yet been introduced. The Committee COIlSider 
that as incentive schemes offer inducement to workers to give bet-
ter individual and group performance, and is one of the important 
factors motivating workers to increase RroductiOD, the Tiruchy Unit 
of BBEL should devise a suitable incentive scheme with rMllstic 
parameters after making an expert study and in consultation with 
the workers. The Committee have no doubt that 11 the incentive 
scheme Is properly devised and implemented, it would result In 
greater production by the willing participation and cooperation 01 
workers. 

H. Administrative Ministry 
6.23. During evidence of the Ministry the Committee pointed 

out that the BHEL was primarily concerned with the Irrigation 
and Power Ministry but it was functioning under the Ministry of 
Industrial Development. The Committee suggested whether it 
would be more advantageous if the Undertaking was switched over 
to the Ministry of Irrigation and Power. The representatives of the 
Ministry stated:-

"I do not visualise there can be ~nv substantial advan-
tage because the problem of getting sanctionc: from Finance 
would be the same. After all in the Ministry just because we 
are not the users, we do not sit back and do not discuss 
it with Finance. but we take the same interest and we are 
more used to the developmental aspect and therefore we are 
endeavouring our best to try to secure production at the 
earliest possible moment." 

The witness further added that the Ministry of Irrigation and 
Power were also consulted where necessary. Apart from the Minis-
try of I. & P. they had other customers also viz. TISeO, Bokaro Steel 
Plant, State Electric Boards. In Ahmedabad. BREI. hElci taken orders 
from Tata Advance Mills. 
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6.24. The Committee mention('d that the Fourth Five Year Plan 
indicated that 31 such turbines will be needed during that Plan 
period. There is a power plan in the country but that is the primary 
concern of the Ministry of Irrigation and Power. Unless there is a 
close liaison between these undertakings and a sense of involve-
ment and participation in the planned devclo;!ment of the country. 
there will always be some hiatus between the Power Ministry and 
the Ministry of Industrial Development. These undertakings' must 
be deeply involved not only in the implementation but in the actual 
perspective of the power generation in the country. The Committee. 
therefore. desired to know whether the Undertaking should be 
placed under the administrative control of the MinistrY of lrriga-
tion and Power. 

The representative of the Ministry replied.:-

"there is a representative of the CWPC Power Wing on 
Board of Directors. We have regular periodic meetings which 
are presided over by Secreta.ry. Irrigation and Power and by 
the Ministry, Irrigation and Power where not only the Minis-
try's representatives are present, but also the Chairman, 
Managing Director and General Managers of HE(I)L, 
Bhopal as well as BHEL constantly join. There is no special 
advantage in transferring the work to the other Ministries. 
Whatever coordination is necessary is being achieved today 
through various methods like association of a member of the 
Board of Directors frequent meetings held bv the Secretary, 
Irrigation & Power, Minister, Irrigation and Power and the 
constant telephone calls and contacts that go on between the 
representatives of Irrigation and Power Ministry as well as 
Undertakings etc." 

6.25. In a note furnished after the evidence. Ministry of Indus-
trial Development explained the following view point:-

"(i)While it is true that Bharat Heavy Electricals Ltd. 
manufacture many items which are used only by State 
Electricity Boards and other similar organisations engaged 
in the generation, transmission and distribution of power. 
a part of their production, particularly in items like elec-
tric motors transformers, switchgears, capacitors, recti-
fiers. industrial boilers and valves is also used by a variety 
of other consumers both in the public and private sector. 
The large motors manufactured by BHEL are, for exam-
ple, used in industries like steel etc. while turbo com-
pressors are used largely bv the fertilizer factories. both 
in the public and nrivate sector. Similarly. switchgear. 
capacitors and rectifiers are also used, to a large extent, 
by public sector and privatp. sector industries. The mana~e­
ment and contl.'ol of In-lFT. .. , th~rp.fol'e. must b~ retained 
by a Ministry re<;ponsible for Ileneral inou!'1trial devplop-
ment so that the reauirements of RJl industries which 
consume items manufactured by BHEI. call be properly 
taken care of. 
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(ii) Many of the items in the range of production of BHEL, 
like transformers, switchgears, capacitors, rectifiers, mo-
tors, boil«rrs, valves, etc. are also produced by other units, 
both in the private and in the public sector. Coordination 
of the activities of these units with those of BHEL can 
best be achieved by the Ministry of Industrial Develop-
ment which is also incharge of licensing of manufacture 
of heavy electricals equipment. 

(iii) Industries Ijke steel castings, forgingl'! electrical s!amp-
ings etc. which are in the nature of ancillary industries 
vital to the growth of BHEL are it) the charge of the 
Ministry of Industrial Development. By having BHEL 
side by side with the ancillary and feeder ~ndustries in 
their charge the Ministry of Industrial Development is 
better situated to ensure close coordination in their acti-
vities. 

(iv) Manufacturing activities were at one time concentrated 
primarily in the then composite Ministry of Comrperce 
and industry. Over the years a broad balance has been 
reached by a certain amount of decentralisation through 
distribution of work relating to ma~ufacturing industries 
among an optimum number of production Ministries like 
the Ministry of Industrial Development, Ministry of Steel 
and Mines and Ministry of Petroleum and Chemicals. 
The expertise relating to handling of issues effecting 
manufacturing activities has been developed in these 
Ministries. To transfer a major manufacturing under-
taking like the BHEL to a Ministry like Irriga-
tion and Power which is primarily not concerned 
with production activities and in fact, acts, only as a 
coordinator through its Central Water and Power Com-
mission in respect of the activities of various Electricity 
Boards (which in reality, are the customers of BHEL 
having autonomous powers) would be to lose the advan-
tage of expertise in regard to manufacturing activities 
that is in the possession. of the Ministry of Industrial 
Development. The assistance and advice that can be 
readily had by BHEL from the Directorate General of 
Technical Development which is ~. part of the Ministry 
of Industrial Development, will become distant and time-
consuming if the BHEL is taken away from the umbrella 
of the Ministry of Industrial Development. 

(v) The Ministry of Industrial Development has with it the 
machinery to clear import of Machinery, maintenance re-
quirements, foreign collaboration. etc., which will be in-
evitably rcquir-ed in a large measure in a project of the 
magnitude and sophistication of BHEL. hence it is this 
Ministry that is in the hec;t position to ~uide and assist 
BHEL's production activities with maximum speed and 
relevance. 
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6.26. The Committee feel that since the Ministry of Irrigation 
and Power is responsible for the development of power In the 
country according to the targets envisaged in the Fourth Plan and 
since the BHEL Is engaged mainly on manufacturing- machinery 
and equipment which are primarily needed by the State Electricity 
Boards and other similar organisations engaged in generation, trans-
mission and distribution of power, it is essential that there should 
be a close liaison between these Undertakings and a sense of parti-
cipation and involvement in the planned development of the coun-
try. The Committee recommend that the views of the Ministry of 
Irrigation and Power may be ascertained and the question consider-
ed carefully from all angles with a view to ensuring coordinated 
development of generation, distribution and transmiSSion of power 
In the country. 

I. Management 
6.27. In a note furnished after the evidence, the Government 

have expressed their views that the management of the three units 
under BHEL should continue to be under one company. 

This question was in fact raised by the Bureau of Public En-
terprises in December, 1969 and it was decided in 1970 that the 
three units should function under one management for the follow-
ing reasons:-

(i) In modern times, the thinkin~ in industrial circle is 
more and more in favour of larger and larger .. complexes 
and against this background the Administrative Reforms 
Commission had suggested the formation of a heavy elec-
trical complex in the sphere of electrical engineering 
industries. 

(ii) There was inter-dependence of the three units, e.g. 
Hyderabad unit supplies castings and Hardwar unit sup-
plies boiler auxiliaries to Tiruchi. The Tiruchi plant in 
turn supplies power. hOUSing pipes and valves for the 
turbo-sets manufactured at Hyderabad and Hardwar. 

(iii) It is not correct to say that there is nothing common in 
the products that are manufactured in Tiruchi unit and 
at the two other units. The boiler. turbine and generator 
forms one complete entity as far as power-house and 
power generation are concerne4. 

(iv) Another point that is stated is that there is a competi-
tion in the boiler making field in the country and the 
Tiruchi unit would be better placed to meet this competi-
tion as an independent company. This view may not, how-
ever, be very correct as there are only two boiler makers 
of established capacity, namely BHEL and AVB, and they 
can hardly meet the needs of the country. Apart from 
this, all the units of BREI. have a well organised com-
mercial set up and the policy of the company has been 
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that so long as the manufacturing units cover all costs, 
including factory overheads, commercial and administra-
tive overhe~ds and make a percentage of profit to be 
laid down by the Board of Directors, they would be free 
to quote independently except for turn-key schemes, in 
which latter case the co-ordination of the headquarters 
is availed of for submitting a composite offer. 

(v) Accounts of each unit from 1969-70 would be published 
separately and so there is no fear of financial position of 
the Tiruchi unit, which was making profits, not being 
brought out to light. More recently this question was 
considered again in the context of the following points:-

(a) Tiruchi's profits are eaten up by other two units with 
the result that no bonus is given to its staff. It amounts 
to a denial to Tiruchi staff of the fruits of their lab9ur. 

(b) Interchangeability of staff among units may be a point 
for friction because this enable an inefficient but senior 
person of Hardwar or Hyderabad Unit to get promotion 
earlier than his efficient but junior counterpart in 
Tiruchi. 

(c) Swallowing of Tiruchi's profit results in denial of ex-
pansion to this unit. 

It was felt that while the above points may have some force 
they would be more than compensated for by correspondin~ advan-
tages arising out of the three units remaining under one umbrella, 
e.g.:-

(i) Greater flexibility in utilization of personnel. This is a 
matter of considerable importance in a situation (faced 
by all public sector projects at present) of scarcity of 
suitable personnel for top managerial posts. 

(ii) Greater coordination in the supply of complete thermal 
power station equipment. 

(iii) A better profit-and-loss picture f9r the Cor'poration as a 
whole. It has, therefore, been considered that the stat'U8 
quo should be maintained. 
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FINANCIAL MATTERS 

A. Capital structure 
7.1. Bharat Heavy Electricals Ltd. was registered with an 

authorised capital of Rs. 40 crores which was gradually raised to 
Rs. 80 crores as on 31st March, 1971. Though Government have 
approved increase in authorised share capital from Rs. 65 crores to 
Rs. 80 crores on 24-3-71 but equity funds as such have not yet been 
released by Government. On the basis of the revised estimates of 
capital expenditure, the paid-up capital of the Company stood at 
Rs. 65 crores as on 31st March, 1971. The Company was given 
Rs. 85.94* crores as loan by the Government. 

Debt Equity 

7.2. The debt equity ratio of the Company was as under:-

As on 

31-3·1969 
31-3·1970 
31-3·1971 

Rutio l{utio 
(I<:xoludillg dofened 

crodits) 
----_._---_._---

.. 1·50: 1 

.. 1,67: 1 

.. 1·72: 1 

1· 3 : 1 
1·4 : 1 
1· {i : 1 

-----.-. --------------.-- ------ ._._--------------
7.3. Assuming that the additional equity will be available during 

the year 1971-72 (and excluding the deferred credits which are for 
financing production) the debt equity ratio as on 3].-3-1972 is expect-
ed to be 1.2:1. 

7.4. The Committee desired to know the reasons for the debts 
of the Company being on the high side. 

The Company stated that the main reason for the debts being 
heavy is that 50 per cent of the project cost was financed by the 
Government in the form of loans. Out of the loans of Rs. 87.97 
crores as on 31st March, 1969, Rs. 62.02 crores is for project cost 
financed out of the loans. Cash loss during the gestatio)l period is 
also met from Government loans. This accounts for Rs. 12.52 crores. 
Cash loss includes deferred revenue expenditure which is financed 
by Government. A comparatively small loan of Rs. 4.60 crores was 
financed by Government as working capital. In the initial stages 
of production the losses were heavy primarily because of the Gov-
ernment's policy of financing of the project cost on the basis of 50 
per cent from equity and 50 per cent from loans. 

7.5. During evidence of the representatives of the Ministry of 
Industrial Development, the Financial Advisor stated that in their -- .------.-.- .... _ .. _ ... _ ... __ ... _-_._._ .... _---_ ..... _._--_ .. _.- ._---... _-._._----

• According t.o Annu.\IIl.eportfur 1970·71. ollhta.uding loan8 amounted to Re. 99· 22 crOI'ell. 
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Undertakings (1967-68) had recommended a debt equity ratio of 1:1. 
He stated that jn the case of long gestation period industries, the 
ratio may be changed to 1:2. No decision had, however, been taken 
as yet on this. He "added that the question of restructuring the 
capital structure of not only Bharat Heavy Electricals Ltd. but also 
Heavy Electricals (I) Ltd. is und.er consideration. He stated that 
two or three factors were causing imbalance in the debt equity 
ratio. First, as a matter of policy cash losses are financed from loans 
and not from equity. Secondly, there is sometimes a time-lag bet-
ween releases of equity and loan. Thirdly, hitherto townships were 
financed both from equity lind loan but from December, 1970, Gov-
ernment had decided that all township expenditure should be 
financed only from equity and not loan. 

7.6. The Committee note that the existing debt-equity ratio 
of Bharat Heavy Electricals Ltd. is 1.7,2: 1 (as on 31-3-71). The Com-
pany have pointed out that the main reasons why the debts of the 
Company were on the high side was that the 50 per cent of the 
project cost was financed by Government in the form of loans. Thus 
the project was burdened with heavy interest on loans before it 
could even attain full production. This liability increased with the 
passage of time and cash losses in the initial years were also met 
from Government loans. In para 1.13 of their 15th ~port on 
"Financial Management in Public Undertakings" the Committee had 
referred to this problem and suggested, "An arrangement which 
appeals to the Committee is to capitalise interest liability during the 
construction period and to write it off from profits in the later 
years." The Committee hope that while considerinl the question 
of reconstructing the capital structure of the Company, Government 
would show greater awareness of the problems of capital intensive 
companies with long gestation period In the Initial years of pro-
duction so that a Company which takes a heavy loan to cover a 
part of its project cost does not find itself in a diJIlcult position of 
having to pay interest even before commencement of production 
because such Interest leads to further losse~ 

B. Loans 

7.7. As on 31st March, 1971, a sum of Rs. 1.31 crores was due 
from the Company to Government as interest charges out of the 
total interest due in the year 1970-71 of Rs. 6.71 crores. Out of this 
Rs. 0.95 crores has also been paid to Government in the months of 
April, 1971 on realisation of the Company's due from the Electricity 
Boards and other customers. Dues to the Government as on 31-3-71 
towards interest are Rs. 1,31,19,307 which has since been paid. Dues 
for 1971-72 are Rs. 6,72,06,799. 

7.8. Under the procedure laid down by the Mini~try of Finance 
the Company was required to make payments to the Accountant 
General, Central Revenues for plant and machinery, etc., purchased 
against Czechoslovak and U.S.S.R. credits immediately on receipt 
o~ intimation of payments made to th~ foreign suppli~rs. However, 
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the gap between the da,te of payment by the Government to the 
suppliers and the date of deposit by the Company ranged between 
1 and 13 months. The interest liability for such delayed payments 
amounted to Rs. 128 lakhs up to 31st March, 1970 which has not 
been paid by the Company so far (August, 1970). 

7.9. The Ministry have stated (July, 1970) that the delay on the 
part of the State Electricity Boards jn making the advance and 
progress payment for the supply of boilers and turbo-sets affected 
the resources of the Company, thereby resul1ing in delayed pay-
ments of the dues against credlts. 

7.10. A sum of Rs. 65.39 lakhs was due from the Company to-
wards interest on loans as on 31st March, 1969. The repayment of 
instalments of the loans and payment of interest therec!.ll were not 
made on due dates except in two cases of repayment of instalments 
of loans. Accordingly the Company became liable to pay additional 
interest of Rs. 33 lakhs (approximately). The CompC!ny has ap-
proached the Government in July, 1969 for waiver of additional 
interest of Rs. 33 lakhs. The Company has sought for waiver of the 
penal interest as the Government only reserve the right to levy 
penal interest and it is not leviable automatically, In VIew of the 
cumulative losses of the Company during gestation period. Govern-
ment have waived such penal interest previously and in similar 
cases of other public sector projects. 

7.11. The Company's liability to additional interest rose to Rs. 
74.26 lakhs as on 31-3-1970 (the interest accrued and due on that 
date being Rs. 146.91 lakhs. Un account 011 continued defaul45 in 
the repayments of instalments of principal and payment of interest 
due thereon. 

7.12. The Committee also understand that due to different 
figures of additional intercst having been intimated to Government 
from time to timc, the Ministry had asked the Company on 4-11-1969 
to check UP the correct position in this regard with the A.G., C.W.M. 
and then to approach the Government for waiver of additional in-
terest, duly supported by reasons therefor. At the same time the 
Ministry conveyed its displeasure in regard to the defaults made by 
the Company in the payment of instalments of prinCipal and inter-
est and not approaching them in time for waiver of additional in-
terest. They also expressed the view that such dues to Government 
should constitute a first charge in the budget of the Company and 
that the reasons for these defaults should be examined, particularly 
whether the defaults occurred on account of laxity of financial 
management in not having brought the correct position to the notice 
of the Board of Directors well in advance. The matter appears to be 
still under correspondence with the A.G., C.W. & M. and the final 
report to the Government has not been made so far (January, 1971). 
::a- 7.13. The Company has intimated that the amount due is to be 
finalised by the A.G., C.W.M .. who has raised certain basic questions 
as to whether the penal amount would apply for the amount of the 
instalment or on the principal and this is under correspondence 
between A.G. and Ministry. 
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7.14. The advance and progress payment due from the State 
Elect~icity Boards amounted to Rs. 29.96 crores as on 30-11-1971 as 
against Rs. 17.36 crores as on 31-3-1971. Details are given below:-

Statement of outstanding dues from various State Electricity Boards 

(Its. in lakhs) 
------------_ .. _----------------
81. No. Partioulars Ason As on 

31-3·71 SO.B.7l 

1. Uttar Pradllllh State Electrioity Board .. 306·52 934·26 
2. Bihar State Eleotricity Board .• 343'44 377'24 
3. Tamil Nadu State Electricity Board 243'72 296'24 
4. Andhra Pradesh State Eloctrioity Board .. 444'03 618'49 
I). Ma.harashtra State Electricity Board 70·96 
6. Punia.b State Electrioity Board 102,20 426'49 
7. Assam State Eloctricity Hoard 4·00 
8. Haryaua State Elootricity Board 0'43 
9. Jammu & Kashmir State Electrioit.y Board 72·90 14'62 
10. D. E.S. U. 89·42 79·86 
Ii. Contral Water & Powcr Commission .. 122·00 160'66 
12. Badarpur Thermal Power Station 11'81 12'36 
13. Hoavy Elcctricals (I) Ltd. 1·10 
14. Gujarat State Eleotrioity Board O·o.t 

1,736·04 2,996·62 

7.15. The Company have stated that the delay in payment by 
the State Electricity Boards cannot be attributed to non-finalisation 
of agreement with them as they normally make (BHEL) payments 
on the basis of budgetary prices quoted by them pending settlement 
of final prices. As far as the Company know, in most of the cases 
State Electricity Boards have not been able to make payment for 
want of funds. Interest charges are claimed for abnormal delay. 
The Company have written to ·State Electricity Boards that if they 
do not make advance and progress payments as due, their sets will 
not be progressed further. 

7.16. The Committee note that as on 30-11-1971, the advance and 
progress payments amounting to Rs. 29.96 crores are due from State 
Elect.riclty Boards. The Committee find that on the one hand the 
State Electrlcltv Boards seem to be unable to settle these outstand-
ings for want of funds and on the other band the Company have 
written to the State Electricity Boards that "if they do not make ad-
vance and progress payments as due, their sets will not be progress-
ed further". If ihts warning is carried out, the Committee feel, It 
will cre~lte an avoidable stalemate which In trim was bound to affect 
the programme for develonment of power generation in the COUD-
trv. The Comnrlttee recommend that Govemment should tackle this 
problem at the highest level in qrder to find an acceptable solution. 
J.,lJ(D)ILSS-U 
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C. Financial Results 

7.17. The table below summarises the financial position of the 
Company for the last five years. 

Liabilities 

(a) (I) Paid-up capital 
(including advanco for 
Share) 
(ll) Reaervlll & Surplus 

(b) Borrowings : 

6.369'12 

(i) From the Govern-
ment of India (in-
eluding Deferred Cre-
dit) 4.232· 16 

(ii) From Bank -cash 
eredit .. 

(c) Tradll dlJl\lland ol,her 
ourrent liabilities (in. 
eluding provialnns) 

Total 

Auelll 

(d) GroB8 blook 
(e) LaM : Depreciat,ion 

(f) Not Fixed assets .. 

(g) Ca.pital works-in pro-
greea (inoluding mao 
ehinery at site under 
ereotion and in transit 
unallocated oXJlflndi. 
ture etc.) .. 

(h) Investmonts 

(i) Current aB8Ots.loans 
a.nd advanoe.!! 

(j) Miscellaneous 
exponlleS : 
(i) Aeoull1ulated 1088 

(ii) Deferred revenue 
Oxp. 

Total 

Capital employed 
Net worth .. 

381·09 

1,27' 67 

12,254'04 

4.964'47 
348·57 

4.615,90 

3,639'13 
0'08 

2.764,97 

726·~ 

607·61 

12.254·05 

6,109'20 
6,135'16 

1967-68 

6,500'00 

7,776'53 

301'82 

3,049'52 

(RI. in lakh.) 

1968-69 1969-70 

6,500'00 6,~ 

1).705·36 

660·24 

3,523'95 

3·90 
10,.879,23 

Oll'5O 

6,020'36 

1970-71 

6,500'00 
8''13 

11,181'61 

6,912'95 

17,627,87 20,389'55 24,014'99 25,096'78 

6,636,17 
729·02 

5.906'16 

4,389'66 
0'08 

5,379'20 

1,303'55 

M9·23 

17,627'87 

8,236·83 
4,M7'22 

8,069'27 
I,07l'62 

6,997·65 

4.632'84 
0'08 

6,435'63 

677'98 

20,889·55 

99,09'33 
4,176'66 

lO.5a2·04 
1,396,68 

9,136·36 

3,284·((j 
1'83 

8,946·81 

784·76 

12.062'81 
3.858,31 

12,694-39 
1,803' '13 

10,'190'66 

9,982'18 

1,789,38 

693·69 

25,096,78 

13,1lI6'S9 
",827'78 

NOTJli8: .1. Oapital employod reprNll'n t.s net fixed a8llCt.s plus 'Working capital. 
~. ll!et worth represent. paid-up O&pitl'llees intanglbltl aIIIIetll. 
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7.18. The cumulative loss of Rs. 1645.42 lakhs incurred by the 
Company upto 31st March, 1969, represented 25.3 per cent of the 
paid-up capital of Rs. 6,500 lakhs. The profit/loss relating to each 
of the Projects of the Company during the three years from 1966-67 
to 1968-69 is given below:-

(Rupees in lakbs) 

1966-67 HI67--·68 1968-69 

1. Heavy Elootrioal EquipmontPlant, Hardwar .. (-_.) 63'04 (-) 14()' 78 (-) 197·98 
2. Heu.v~ Power Eqlt,ment Plant, Hydorabad .. (-) 233·31 (--) 446·64 (-) 353'14 
3. Swite gear Unit, ydorabad .. .. .. (-) 16· 57 (--) :12·05 (-) 49'64 
4. High Pressure Boiler Plo.nt, Tiruchy .. (-) 269'82 (+) 42·37 (+) 258·89 

.. (-) 582·74 (-) 1.i77·10 (-) 341' 87 

7.19. As on March 31, 1970 the total capital expenditure in the 
Company amounted to Rs. 1385.45 lakhs. Of this, Rs. 6,500 lakhs was 
financed from 'equity funds' and the remaining Rs. 735.45 lakhs from 
out of 'loans' received from Government. The data relating to capi-
tal expenditure incurred at the various Units of the Company upto 
March 31, 1970 against the sanctioned estimates, is given in the 
table below:-

(Rupees in million) 

C'-apitu.1 Peroentage 
ExpenditurE' of capital 

Unit Revis(,d 
Estimates 

upto31.!l.1970 expendi. 

l. H.E.E.P. Hardw"r .. 
2. H.P.E.P. Hyderabad 
3. H.p.n.p. Tiruohirappali 

892·23 
411·53 
260·16 

1553'92 

(Provision) ture to Pro· 
jeotEstl. 
mato8 

806·58 
371'53 
230·09 

1,408'20 

900;. 00% 
92% 

90% 

NOTIIi : -·The abovo to.ble exeludes the capital expflndltnro of R8. 5' 6 million at Central 
Foundry Forge Plant and the Read Office. 

7.20. The Committee enquired as to why all the projects of 
BHEL, except High Pressure Boiler Plant, Tiruchy were incurring 
losses year after year? The BHEL in a written reply have stated 
that Heavy Electrical Equipment Plant being the sophisticated indu~ 
try has a long gestation period. The absorption of technology, acquI-
sition of skill take time and, therefore, the growth in production. is 
slow in the initial years. Besides, this is a capital intensive plant In-
volving heavy incidence of depreciation and interest right from tl;te 
date of commissioning even though as stated earlier. the growth In 
production is inevitably slow in initial stages. Build up of produc-
tion was hampered because of the order book position. The orders 
were not available well in advance to allow sufficient time to arrange 
for the procurement of items not produced in the country such as 
~pecial castings and forgings. These factors aC~9unt for the losses in 
the plant in the initial years.' . 
L/B(D) lUIS-II(a) 
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7.21. During evidence, the Committee enquired about the rea-
sons for the financial losses suffered by the various Units of the 
Bharat Heavy Electricals. The representative of the Ministry inform-
ed the Committee that these losses were due to a combination of 
factors. In the heavy investment sector, they had usuallv in the ini-
tial phases very high depreciation and interest charges and these 
charges had to be met in the beginning in circumstances where the 
production was not sufficiently high. In the gestation period, the 
cost of production tends to be on the high side because in a very 
highly sophisticated industry like BHEL where they were handling 
highly technical kind of equipment and absorption of skill took 
time. For absorbing skills they needed orders. The position of order 
booking was weak in the beginning and they could not also accele-
rate the absorption of skills. 

7.22. Asked when were the financial results of the three Units 
of BHEL likely to show profit. the witness stated that if the finan-
cial results of the three Units were taken together, they had an 
annual profit of Rs. 65 lakhs during 1970-71. In the case of Tiruchy 
Unit, they made a profit of Rs. 5.9 crores in 1971-72. In Hyderabad 
Unit a profit of Rs. 1.35 crores was expected in 1971-72. But in Har-
dwar Plant there would be a loss of about Rs. 5 crores. The Commit-
tee were informed that the Hardwar Plant was not expected to 
turn the corner till about 1975-76. 

7.23. The Committee pointed .out that the loss in respect of Har-
dwar Unit had .increased from Rs. 63 lakhs in 1966-67 to Rs. 198 
lakhs in 1968-69 and enquired the reasons for increase in the losses 
of this Unit. The representative of the Ministry infromed the Com-
mittee that when the production was increasing in the initial phases. 
the cost of production was also excessive compared to the earning 
and the losses were also increasing. When asked whether the losses 
were due to the under-utilisation of capacity, the witness stated as 
follows:-

"Practically there are not many orders which were not 
executed. It is possible that in one or two cases there might 
be some delay. It is due to interest and depreciation charges. 
In the year 1967 the loss is only Rs. 43 lakhs. At that time the 
capitalised equipment was only Rs. 10 crores. I had to pay 
depreciation charges and loss was on Rs. 10 crores. Subse-
quently, in the year 1968-69, it became Rs. 28 crores. In the year 
1969-70. it became Rs. 40 crores and in 1970-71 it became 
Rs. 69 crores. So, interest and depreciation are the main things 
responsible for losses. If we take out these, progressively we 
have been makin~ profit. In earlier years, 1967, 1968 and 1969 
we have Rs. 40 lakhs, Rs. 60 lakhs and Rs. 62 lakhs respectively 
and in 1969-70. Rs. 7 lakhs and in 1970-71 we have made a pro-
fit of Rs. 61lakhs. In 1971-72 we expect to make a profit of Rs. 65 
lakhs. If interest and depreciation charges are taken out, we 
go on the profit side". 

7.24. The Committee pointed out that in all Undertakings the 
interest and depreciation were always taken into account while 
working out profits and there is no reason why it should be other-
wise in the case of Hardwar Plant. The General Manager, Hardwar 
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Unit stated that in the Project Plan, increases in losses in the first 
five years, then decreases in losses, then break even and then 
profit had been indicated. This was the built up pattern of that type 
of work. As earlier stated they expected that in 1975-76, the Har-
dwar Plant would earn profit. The witness added that the volume of 
production had to grow. There were also shortage of orders etc. In 
1970-71, there was a loss of Rs. 4.25 crores. But if they took out interest 
and dpereciation there was a profit of Rs. 61 lakhs. The witness fur-
ther added that they had an mdication of losses in the Project Re-
port in the earlier years and the losses would be increasing as pro-
duction and capitalisation build up. The original project was not ex-
actly what they had been implementing but there had been changes 
in it. In the Hardwar Unit losses for four yearS had been indicated in 
Project Report. 

7.25. In a subsequent note furnished after the evidence, BHEL 
intimated that capital expenditure and cumulative losses of each 
Unit during 1969-70 and 1970-71 were as under:-

(i) Cumulative losses/profit incurred by the Units oJ BHEL 

l'iruchi 

HPEP Including Swit,ohgtlBf 

Hardwar 

COIllpany u.8 a whole 

(.Rs. in orol6ll) 

AHUII 
31·3·lU7() 

All on As un 
31·3·1971 31-3·1072 

(Provieional) 

----
.. + 3·l;4 + 1J·00 + 14,1111-

.. (--) 16'04 (-) 15·10 (-_.) 14·26 

.. (--) 7'41 (-) 11'59 (-) 15·64 

.. (-) 1l;'61 (-) 17·69 (-) 14'90._ 

. - Exoluding Dovolopmont Rebate Rcscrve ofRa. 2· 8701'01'08. 

(ii) Total Profit/Loss of BHEL excluding Interest and Depreciation 

Doprooia~ion : 
Intereat. : 

Net prolit/loB.cor the year : .. 

Not ProSt beforo uharging U6prooiation ami Ink'rost: 

(Ra. in orores) 

During 
1009·70 

3·80 
7'57 

11·37 
(-)1,50 

During 
11170·71 

10'91 
(+)0'65 
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(iii) Revised estim:Ites, Capital expenditure and peroentage of capi­
tal expendttlUre to Project Estimates 

CAPITAL EXPENDITURE 

RllViscd 
1'rojocl. 
ostimutc 

Ex p(IJI(li turo 
upt,u 

tho end uf 
March 

l'urouuiage 
of 

3 to 2 

----------_._._--_.-..• _._-----------._._-

1969-70 

Tiruchi 

lIydoruhsll 

Hurdwur 

1.'170-,1 

'l'iruohi 

Hydoral>ac:l 

Hard"IH 

4 ---_._-_._--_._----

25·02 

41·15 

101':l1i 

167'52 

41· .IIi 

I(n'52 

23'90 

37·81 

83'77 

145'4!:! 

24';{:l 

100·\1(; 

116 

92 

83 

!:!7 

97 

93 
87 

90 

7.26. While the Committee ar~ happy to note that Heavy Pres-
sure Boiler Plant, Tiruchy in whose case capital expenditure upto 
March, 1971 was Rs. 24.33 crores had earned cumulative profit of 
Rs. 9.00 crores, they are rather distressed to find that the other two 
plants of B.H.E.L. had not shown encouraging financial results. 
IIeavy Power Equillment PLant, Hyderabad and Heavy Electrical 
Equipment Pl3nt, Hardwar had incurred cumulative losses to the 
extent of Rs. 15.10 crores and Rs. 11.59 crores as on 31st March, 1971 
respectvely. The Committee agree that as Heavy Electrical Equip-
ment Plant is a sophtstcated industry with a long gestation perIod, ab-
sorption of techno~ogy and acqubiltion of skill took some time. The 
Committee were assured during evidence that Hyderabad Unit Is ex-
pected to make a profit in 1971-72 and that HardwaY' Plant would make 
a profit in 1975-76. The Committee recommend that Government 
should satisfy themselves that Hard war Plant had incurred losses for 
the years and to the extent indicatd in the Detalled Project RepOrt 
and not more. If the (lUantum of losses had been more or if the 
period for which the~e losses were incurred was excessive as com-
pared to DPR estimate, the l'casons should be investigated. Concert-
ed etJorts shoUl~d be made to see that Harl1war and Hyderabad Plants 
not only break-even but also are able to wipe out the cumulative 
losses. 



D. Revolving Fund 
7.27. The Committee desired to know the fate of the proposal 

ttl set up a "Revolving Fund". The Financial Adviser, Ministry of 
Finance, stated:-

"This question of giving them a revolving fund has been 
under consideration of Government for quite some time. It 
involves a quite heavy investment by way of working capital, 
purchase of components, raw materials etc. etc. and we do not 
know whether there would be a definite demand or not. Now, 
most of the orders come from the Electricity Boards. The 
Electricity Boards have to place formal orders on the Bharat 
Heavy Electricals that before the procurement action and 
manufacture of the eq!lipment are undertaken as we expect 
the Undertakings also to function as Commercial concerns. 

Now in the case of heavy equipment a commercial con-
cern cannot go ahead with the production programme and 
procurement of raw materials and components when there is 
no order placed on them. We are considering the matter seri-
ously whether Government should provide a revolving fund 
to enable the BHEL to go ~head with the manufacturing pro-
gramme, but there is a certain ri'sk involved. If there are no 
orders, We will be faced with heavy inventor.ies of raw mate-
rials components and finished goods. This had happened in 
the case of Heavy Electricals, Bhopal, where Government 
gave orders for ten sets of thermal generating equipment but 
there were no specific orders for these sets, as a result of 
which inventory suddenly shot .up. We have been applying 
our mind to resolve this. So we have to balance, On the one 
hand the rest of the idle capacity and on the other the possi-
ble risk of having high inventories in finished goods and 
stocks. Now, the Electricity Boards' financial position is un-
sound and they are not in a position to place orders ............ " 

7.28. He further stated:-
"So far as the financial position of . the Bharat Heavy 

Electricals Ltd. is concer~ed, there is no difficulty. The Elec-
trictty Boards are independent bodies; they have to place their 
own orders with the Heavy Electricals or with the Bharat 
Heavy Electricals and make funds available when they are re-
d~i~~~s ~~~ :~:m~~~.~~~~ .. ~~.~~~~~ent are not in a position to 

On the one hand we say that the undertaking should func-
tion strictly on commercial principles and if that is applied 
then they have to receive orders for the manufacture of equip-
ment as also payments therefor. But on the other hand, as I 
said earlier, the Government has to balance the risk of either 
keeping the plants idle or running them partially utilised 
with the question of heavy over stocks of finished goods and 
components etc. Now, if we balance these two considerations 
we may come to the cinclusion that it is better to have a~ 
advance procurement action and provide funds but is not an 
easy affairs". 
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7.29. The Committee note that Government are conslderinr the 

question of setting up a revolving fund for Bharat Heavy Electricals 
Ltd. so that it could go ahead with its manufacturing programme. 
There is no doubt that if adequate orders are not forthcoming, the 
Company would find itself in a predicament in as much as its inven-
tory of raw materials, components and finished stocks would go up. 

If utilisation of spare capacity leads to high inventory, it would 
be a remedy which would be worse than the disease. The Committee 
therefore, recommend that Government should see that adequate 
orders from State Electricity Boards are placed so that concept of 
Revolving Fund develops into a success. 
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CONCLUSION 

8.1. The Bharat Heavy Electrical Ltd. was incorporated on Nov-
ember 1J, 1964 as a new Company to take over the management and 
control of the following Units from the Heavy Electr,ical (India) 
Ltd., Hhopal:-

(i) Heavy Electrical Equipment Plant (HEEP) at Hardwar; 
{Ii) Heavy Power EquIpment Plant at (HPEP) hyderabad; 

and 
-~ (ill) High Pressure BoHer Plant (HPBP) at Tiruchy. 

The new Company namely. Bharat Heavy Electrical Ltd. com-
menced business with effect from November 17, 1964. 

8.2. The Heavy Electrical Equipment Plant, Hardwar was set 
up III collaooratlOn wIth M/s. t-rOlllmashexport, USSH, which will 
be the largest of all the electric plants in the country. The Plant 
was set up with a capacity to manutacture yearly 1.5 million KW of 
steam turbines and turbo-alternators, 1.~ millIon KW of hydrotur-
bines and generators and 0.515 million KW of large size electric 
motors and associated control equipment. The value of annu'll out-
put at full rated capacity will be Its. 968 million 
~ 

I:l.J. The Heavy Power Equipment Plant at rtyderabad was set 
up in collaborat~on with Skodaexport, C.S.S.R, This Plant was in-
augurated in December. 1965. The Plant had been designed for an 
annual output of about 0.9 mHlion KW of steam turbines and gene-
rators upto unit sizes of 110 MW capacity, and associated auxiliaries 
like bOIler feed pumps, heaters, condensate pumps etc. The Plant 
will also manufacture rad~al and axial turbocompressors with driv-
ing turbines for steel plants and chemical plants. small turbo-sets 
for industrial use, package power plants and an extended range of 
industrial an power station auxiliary pumps. The value of annual 
output at full rated capacity \yill be Rs. 3HO million. 

8.4. The need to set up a separate Unit viz. Switchgear Unit 
for production of air blast and minimum oil circuit breakers was 
felt as the circuit breakers manufactured at Heavy Electricals. 
(India) Ltd., Bhopal in collaboration with M/s. AEI of England 
were not generally found acceptable. It was also envisaged that 
main plant at Bhopal would concentrate its manufacturing activities 
on transformers, capacitors, traction/industrial motors water-steam 
turho generators etc. thus, gradually discontinuing the manufacture 
of circuit breakers altogether. Accordingly in July, 1964 a proposal 
for technical collaboration with M/s. ASEA of Sweden for the 
manufacture of Air Blast Circuit Breakers of 132 KV, 230 KV and 
400 KV1 was approved by the Government of India. The total invest-
ment lor the first stage of the Switchgear Unit 'at Hyderabad, to 
cover the manufacture of Air Blast Circuit Breakers was establish-
ed at an estimate of Rs. 227 lakhs. This project went into production 
in October, 1966 for the manufacture of air blast circuit breakers. 

1.43 



8.5. The High Pressure Boiler Plant, Tkuchy was set up in col-
laboration with Skodaexport, C.S.S.R., designed for an annual out 
put of 3(},000 tons of finished boiler house equipment. The value of 
annual output at full rated capacity will be Rs. 2500 lakhs. This 
Plant was inaugurated in May, 1965 when the production of valves 
was commenced. 

8.6. The Committee take a serious view of the fact that it took 
Government more than three years to sanction the estimates sub-
mitted by BHEL in December, 1966. It is regrettable that in spite of 
the recommendation of the Committee on Public Undertakings in 
their 39th Report (1967) no responsibility has so far been fixed 
for this delay as suggested by the Committee in their Report ibid. 
The Committee, therefore. consider that the rrocedure should be 
streamlined to avoid such delays in sanction 0 the project estimates. 

8.7. The Committee, regret to note as against the first estimates 
of Rs. 63.43 crores for the project prepared by the Undertaking/ 
Government, the project is estimated to cost Rs. 98.13 crores i.e. an 
increase of about 55 per cent over the first estimates. The Commit-
tee have repeatedly observed that the total commitments on a pro-
ject should be prepared as realistically as possible in the beginning 
and should be available to Parliament before a Project is approved 
instead of making them commit to a project on piece-meal basis from 
year to year without giving them a true and realistic picture of the 
project. The Committee feel that where the economies of the project 
are adversely affected as a result of revised estimates, Parliament 
should be specifically informed of it in time with supporting details. 

8.8. The Committee note with regret that the construction sche-
dule of Heavy Electrical Equipment Plant, Hardwar which should 
have been completed by the end of December, 1966, had been revis-
ed time and again. The Committee were assured that the installation 
of the equipm::mt would be completed by March, 1972. 

8.9. The Committee are unhappy at the frequent revision in the 
date of completion of project and are particularly distressed by the 
fact that equipment to the tune of Rs. 70 lakhs had not been installed. 
The Committee feel that had the Management adopted modern 
techniques for planning, installation and commissioning of the 
machinery in the project, such delays could have been obviated. 
The Committee cannot too strongly stress the need for more scienti-
fic and rational procedure in placing the orders for machinery and 
equipment so that they are received and installed in proper sequence 
to yield the best production results at the earliest. 

8.10. The Committee note that though the project Report for 
Heavy Equipment Electrical Plant, Hardwar, did not contain any 
time-bound programme for attaining the capacity from year to year, 
it gave an indication that the plan would attain its "Rated Capacity" 
in the 8th year of production. The Committee were assured by the 
representative of BHEL that full capacity was expected to be 
achieved in the 8th year of production depending an order book 
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position and absorption of skill. As the Plant has at present orders 
for thermal sets only upto 1975-76 and do not have adequate orders 
for motors the Committee hope that all out efforts would be made 
to procure' sufficient orders to ensure the achievement of the full 
rated capacity of the plant. 

8.11. The Committee were informed that the main problem 
standing in the way of achievement in the targetted production was 
delay / defective supply of castings and forgings from indigenous and 
foreign suppliers and non-availability of good quality of castings 
and forgings. The Committee recommend that the Government and 
the Management of BHEL should tackle this problem urgently and 
evolve a procedure by which the sustained and dependable supply 
is ensured. 

8.12. The Committee find that capacity likely to be developed 
at Heavy Electrical Equipment Plant was revised as many as four 
times during a period of two years i.e., in January and July. 1968 
and April and December, 1969 generally in a downward manner. 
The Government admitted that the original estimates were more 
"ambitious" than realistic. The Committe,e recommend that Hardwar 
Plant should therefore, prepare a realistic programme of build up of 
capacity to end uncertainty and obviate revisions. 

8.13. The Committee find that production and delivery schedule 
of Hardwar Plant has suffered set backs in the past, mainly due to 
the delay in receipt of castings and forgings from indigenous and 
foreign suppliers. The Committee recommend that this problem of 
castings and forgings should be tackled expeditiously in coordina-
tion with the Heavy Engineering Corporation as otherwise. it will 
not only seriously affect the Plants build-up of capacity to the opti-
mum level but impair the plant's prospects of attracting more or-
ders for sets. 

8.14. The Committee were greatly distressed to find that while 
on the one hand, mid-term plan appraisal places the blame for short-
fall in the installation of additional generating capacity on late de-
livery of plant and equipment b.v public undertakings, the aharat 
Heavy Electricals have emphatically stated before the Committee 
their difficulties arising out of the non-receipt of firm orders for 
generating sets and equipment even though they have the capacity. 
the know-how and the skill to manufacture them. The Committee 
consider that it should not have been beyond the ingenuity of the 
Planning COqlmission/Central Government/State Electricity 
Boards/Public Undertakings to find a means by which firm orders 
were placed for generating sets and equipment a few years in ad-
vance so as to ensure timely delivery as well as full utilisation of 
the manufacturing capacity developed in the public sector. 

8.15. The Committee note that in Janury, 1969 the Bureau of 
Public E~terprises (Ministry of Finance) advised the public sector 
undertakIng to consult the Finance Branch in case of purchases 
where difference between the accepted and lowest tender was more 
~han 5 J?er cent ~ubject to over all limits. ~e Committee find that 
InstructIons to glVe effect to the Bureau's Circular were issued by 
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the Company in August, 1971 i.e. after a period of more than 21 
years. The Committee recommend that reasons for this inordinate 
delay shol.\ld be investigated. 

8.15A. The Committee also recommend that Ministry/Bureau of 
Public Enterpri'Ses should ensure through periodical reports that in-
structions issued by them are being implemented by the Undertak-
ings. 

U.16. The Committee are surprised to find that Alloy Steel 
valued at Rs. 17.89 lakhs was imported for the manufacture of spe-
cial type of tools and hot forgings, dies etc. on "ad hoc basis". The 
Commlttee are unable to appreclate why this import was authoris-
ed by Government when even the actual requirement was not 
known. The Committee feel that responsibility for making this ad-
hoc purchase involving foreign exchange should be fixed and the 
Committee kept informed of the action taken. 

8.17. The Committee note that the Hardwar Project has so far 
undertaken three profitability studies in March, 1969, ~une 1969 and 
September, 1970. The Committee regret to observe that none of 
them could actually come true either due to under utilisation of de-
veloped capacity or fixation of ad-hoc selling prices. The Project in-
tends to undertake another study soon. The Committee hope tha~ a 
more realistic position would emerge as a result of proposed study 
and the unit would make all out efforts to procure firm orders for 
the utilisation of the developed capacity and fix reasonable selling 
prices competitive but consistent with production costs. 

S.lS. The Committee are not happy at the way the planning for 
setting up a stamping unit whtch was considered so essential to the 
Unit, was handled. The Stamping Unit planned with a capacity of 
10,400 tonnes of stamping per year was to involve investment of 
Rs. 323.11 lakhs. But according to estimates based on minimum ex-
pected orders it was clear that the requirement which would be 75 
tonnes in 1969-70 may rise to 2,260 tonnes only by 1973-74. Conse-
quently the Unit is now proposed to be set up in two phases, the 
first phase being of 4,000 tonnes capacity and the second phase to 
be undertaken if and when necessary. The Committee have been 
informed that economics of the Unit will be worked out after the 
assessment being made for Fourth Plan of anticipated requirement 
of the stampings on the basis of the orders now received is complet-
ed. The Committee recommend that such delays which result in in-
crease in estimated cost and thereby add to the financial burden of 
the undertaking should be avoided in future. 

S.19. The Committee regret to note that even without worki'ng 
out economics of the Plant, not only a decision was taken to erect 
the bays but imported equipment and machinery worth Rs. 19 lakhs 
(Approx) is purchased and orders for Rs. 98 lakhs worth of machi-
nery were placed with HMT. 

S.20. The Committee also recommend that the plant should 
quickly assess its requirements of stampings to procure orders 
thereof, to ensure that the capacity of the first phase of this plant 
is fully realised. 
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8.21. The Committee find that it was decided to set up a foundry 
Forge Plant consisting of Presses of 1,000 tonnes and 4,000 tonnes 
capacity at a capital cost (revised) of Rs. 28.36 crores. The Planning 
Commission indicated that there would be little lustification for 
adding a 4,000/5,000 tonnes press at Hardwar. On th'e basis of a re-
port of the Committee constituted to assess the capacity of HEC, 
Ranchi, the Planning Commission decided that setting up of a 
Foundry Forge Plant at Hardwar Plant must be deferred. Mean-
while, the project incurred an expenditure of Rs. 88.38 lakhs for 
providing Engineering and technical services prepa.ration of con-
struction site, factory works load, improvement, administration etc. 
The Committee would like to be kept informed of the final decision 
of the Planning Commission in the matter. 

8.22. The Committee find that in March, 1969 a high powered 
Committee was set up by Govt. to go into the pending cases of price 
fixation of Hydro and Steam generating sets. It thus took Govern-
ment two years to settle the sale price of a 100 MW set. The Com-
mittee are of the view that if Hardwar Project is to improve its 
sales performance and create a favourable image inside the country 
and abroad to be successful to give global tenders. it must see that 
prices of all ranges of its products are determined and available. 

The Comittee recommend that the Government should issue clear 
guidelines for the fixation of prices in cases which are not covered 
by the existing guidelines in order to enable the Company to settle 
the prices with the customers before undertaking the jobs so as to 
avoid disputes later on or uncertainty regarding financial implica-
tion thereof. 

8.23. The Committee also note that out of 250 enquiries from 
Government-Undertakings, 226 enquiries did not materialise. Accord-
ing to the management one of the reasons for non-finalisation of cases 
was that the price quoted by the Project for low voltage motors was 
high. The Committee recommend that the Government should under-
take a comprehensive study in depth to identify the causes for the 
poor sales performance and to devise ways and means for formulat-
ing standard designs with reference to market requirements and 
adopt a suitable pricing policy. 

8.24. The Committee regret to note that the BHEL took up the 
manufacture of the flame proof electric motors without settling the 
terms and conditions of the sale and without obtaining a firm order 
from the M.A.M.C. The result has been that there was avoidable im-
port of components for these motors from USSR and there was block-
ing up of funds to the extent of R.s. 24.39 laks and loss of interest 
thereon. 

The Committee recommend that the entire deal with M.A.M.C. 
should be investigated in detail and the results thereof intimated to 
them. 

8,25. The Committee find that a sum of Rs. 130 l::akhs w::as paid 
t& the collaborators for the technical documpnt::ation for mAnufacture 
of 12.60 and 110 'M.W turbo generator sets for expanding the capacity 
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of the Hyderabad Plant, over and above a sum of Rs. 52 lakhs paid 
to them for the preparation of Detailed Project Report in connection 
with the manufacture of 12 MW & 25 MW turbo-generator sets. A 
sum of Rs. 93,000 was paid for design documentation for 25 MW sets. 
The Committee note that the Plant has not received any order for 
the manufacture of 25 MW sets and there is hardly any likelihood of 
the plant receiving any such order. The Committee would like to 
reiterate their conclusion given in para 35 of 29th Report of Com-
mittee on Public Undertakings (1967) that there was no crystalized 
thinking regarding the range of the equipments to be manufactured 
and the Project was conceived and proceeded without basic data or 
exact knowledge. The Committee note with concern the undue haste 
in taking impor,tant decisions on such projects for manufacture of 
capital machinery without a proper demand survey and without care-
fully analysing and understanding the design trends in the size of 
turbo-generators which have such vital bearing on the economics of 
generation of power. 

8.26. The Committee find that though the Hyderabad Plant had 
submitted revised project estimates to Government as early as April 
1969 for approval, the consideration of revised project estimates by 
Government has thus taken more than three years, as the project 
authorities had sent the Revised Project estimates in an incomplete 
shape only after the actual expenditure had already exceeded by about 
Rs. 260 lakhs of the original estimates. The Committee stress that 
the Plant authorities should have prepared the Revised Estimates 
complete in all respects, and with full supporting details about their 
effect on economic viability of the Plant in order to obtain the 
approval of Government in time before incurring additional expendi-
ture. The Committee deprecate such inordinate delays in submjssion 
and sanction of revised project estimates. 

8.27. The Committee note that with reference to target dates for 
completion of civil works, there had been delays in completion of 
the civil works of shopsranging from 6 to 28th Months. The Committee 
also find that erection of plant and machinery in the main production 
blocks of factory ran behind schedule. These delays are stated to have 
occurred due to non-receipt of steel in time, foreign exchange res-
trictions, belated receipt of 100 MW study necessitating re-examina-
tion of machine loading and processes, delay in executiQn of works 
by Contractors/sub-Contractors and inadequacy of equipment with 
contractors. The Committee recommend that Government should 
allocate high priority for steel to important development proiects and 
pnsure adequate and timely suoply of steel either fro-n indigenous 
Plants or bv imports so that civil works and schedule for er~ction 
of plant and machinery do not Ruffer a set back. The Committee find 
that the plant failed to achieve targets of production due to delays in 
the supply of alloy steel castings and for~ings, both indigenous and 
imported and non-attainment of exoected labour effiCiency. The Com-
mittee are surprised that non-suoolv of forlloing I castin~s continue 
tn be th~ maior bottleneck in many of the Unrlf'rtakin~s in achieving 
tl'r>ir production targets, The Committee feel that unless this problem 
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is tackled with all seriousness, and promptitude the production per-
formance of the Undertakings dependent on such castings and forR-
ings cannot be expected to improve. The Committee recommend that 
Government should find 04t a solution by deploying a high powered 
Task Force of Technical experts so that this difficult~ is overcome. 

8.28. The Committee note that Hyderabad Plant had not been 
able to adhere to dates of delivery of sets quoted by it to its cus-
tomers. While the Committee appreciate that certain delays are in-
evitable due to the customers not being ready to receive the sets on 
account of delays in Civil Engineering Works at the site or lack of 
handling facilities, etc. The Committee need hardly impress that non-
adherence to due dates of the delivery and consequential delays have 
far reaching imp~ications, in as much as they accentuate the power 
shortage which adversely affects the industrial development. 

, 8.29. The Committee were informed that utilisation of capacity 
depended on three main factors viz. (i) order book position (ii) avail-
ability of special castings and forgings and (iii) development of skills. 
The Committee find that though Hyderabad Plant went into produc-
tion in 1966-67 and had more than 6 years experience in the line, yet 
inadequate development of skill continued to be advanced as one of 
the factors coming in the way of fuller development and utilisation 
of capacity. The Committee, therefore, recommend that Management 
should draw up a well coordinated and time bound training pro-
gramme for development of skills at all levels of workers and super-
visors, in order to utilise the capicity of the plant at optimum level. 

8.30. The Committee note that the cost of total idle hours was 
Rs. 1.68 lakhs in 1967-68, Rs. 2.39 lakhs in 1968-69 and Rs. 3.76 lakhs 
in 1969-70. The Committee were informed that the main reasons for 
labour remaining idle for want of work in certain work centres when 
there were several orders on hand were the defects noticed in the 
castings and forgings during the course of machining, delay in receipt 
of critical castings and forgings and other materials. 

8.31. The Committee stress the need for coordinated, action by 
Management specially in the field of procuring orders well in advance 
and arranging the supplies of materials and quality castings and 
forgings so as to make for optimum utilisation of labour and machi-
nery and reducing the percentage of idle hours to available hours of 
work. 

8.32. The Committee recommend that the reasons due to which 
the Project had continued to incur losses even though Consultants 
had farecast losses upto the 4th year from the commencement of 
production should be thoroughly investigated. 

8.33. The Committee are surprised at the statement that "In 
view of the uncertain position of the utilisa~ion of capacity and the 
manufacturing programme, no definite idea as to the extent of loss 
likely to be sustained on account of non-utilisation of the developed 
capacity can be formed". 
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8.34. The Committee feel that it is high time ... that the manage-
ment apply their mind to this importan: question, estimate the Losses/ 
Profit and accordingly take adequate precautionary measures and 
reduce their standing expenses with a view to de.velop competitive 
prices for the products, and reach break even point at the earliest. 

8.35. The Committee note that though the Unit entered into a 
collaboration agreement with MIs. ASEA of SWEDEN for setting up 
a Switchgear Unit for the manufacture of 145, 245 and 420 air-blast 
circuit breakers, the Company had not been able to secure orders 
for the last 6 years for HVH 420 breakers. 

8.36. The Committee regret to note the undue haste in widening 
the scope of the Unit to include manufacture of 420 Air Blast Cir-
cuit Breakers without a proper demand survey for the products to 
be manufactured and hone that in future Government would exercise 
utmost care before 'entering into such financial commitments 
with foreign collaborators. 

8.37. The Committee find that no specific targets for completion 
of the switchgear project were laid down. The Project, however, 
went into production in October, 1966. 

8.38. The Production performance deteriorated during 1968-69 
and 1969-70 due to lack of adequate orders. During 1~70-7] and 1971-
72, the targets could not be achieved due to strikes and lockouts 
etc. and delay in establishing indigenous castings. 

The unit has been able to secure orders upto 1963-64 enough to 
utilise the full capacity of the Plant. 

8.39. The Committee recommend that since the unit is in a posi-
tion to book orders regularly, steps should be taken to gear UP the 
machinery to full working capacity by ensuring timely supply of 
indigenous forgings and castings. 

8.40. The Committee understand that profitability studies were 
undertaken from time to time and according to the latest report in 
December. 1969, full utilisation would be achieved by 1973-74. 

The Committee recommend that the Project should make all out 
efforts to ensure an even flow of orders if the anticipations according 
to profitability studies are to be achieved. 

8.41. The Committee note that Tiruchy Plant obtained in Octo-
ber, 1967 "proiect documentation" for the' expansion of the Plant 
750 MW to 2.000 MW. In March, 1969 a Technical Committee con-
cluded that the revised outlook for power generation did not warrant 
the expansion of the Plant to 2,000 MM. The Committee feel that had 
the technical examination of the outlook for power generation been 
done earlier the expend~ture of R'5. 15.67 lakhs could have been 
avoided. The Committee stress the cIeflr need for greater coordina-
tion between the Ministries/Departments to ensure that Plans and 
Programmes for power generation in the country are based on some 
firm inrlications. 

8.4~. The Committee note that while the developed capacity of 
the Plant would be utilised, in the case of boiler fitting valves, it 
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is not so. The Committee recommend that the management should 
arrange to secure long term and firm orders for valves production 
so that no portion of the developed capacity may remain idle. 

8.43. The Commi~tee are glad to note that the Tiruchy Plant of 
B.H.E.L. has been able to secure large orders for export of boilers to 
Malaysia. 

The Committee would like BHEL/Government to explore the 
possibility of stepping up exports of valves. 

The Committee have no doubt that Government would extend 
all necessary assistance to BHEL in order to sustain and step up the 
exports. 

8.44. The Committee also recommend that the management 
should maintain suitable cost records for ascertaining actual labour 
costs and consumption of material compared to estimates in order to 
ensure effective cost control and correct fixation of prices of the pro-
ducts. 

8.45. The Committee note that in the Tiruchy Unit of BHEL, no 
incentive scheme has yet been introduced. The Committee have no 
doubt that if the incentive scheme is properly devised and imple-
mented, it would result in greater production by the willing partici-
pation and cooperation of workers. 

8.46. The Committee feel that since the Ministry of Irrigation 
and Power is responsible for the development of power in the coun-
try according to the targets envisaged in the Fourth Plan and since 
the BHEL is engaged mainly on manufacturing machinery and equip-
ment which are primarily needed by the State ElectriCity Boards 
and other similar organisations engaged in generation, transmission 
and distribution of power, it is essential that there should be a close 
liasion between these Undertakings and a sense of participation and 
involvement in the planned development of the country. The Com-
mittee recommend that the vicws of the -Ministry of Irrigation and 
Power may be ascertained and the question considered carefully 
from all angles with a view to ens!1ring coordinated development of 
generation, distribution and transmission of power in the country. 

8.47. The Committee note' that existing debt-equity ratio of 
Bharat Heavy Electricals Ltd. is 1.72: 1 (as on 31-3-71). The Commit-
tee hope that while considering the question of restr!1cturing the 
capital of the Company, Government would show greater awareness 
of the problems of companies in the initial years of production so 
that a Company which takes a heavy loan to cover a part of its pro-
ject cost does not find itself in an unhappy position of having to pay 
interest even before Commencement of production because such in-
terest leads to further losses. 

8.48. The Committee note that as on 30-11-1971, the advance and 
progress payments amounting to Rs. 29.96 crores are due from State 
ElectriCity Boards. The State Electricity Boards seem to be unable 
to settle these outstandings for want of funds and on the other hand 
the Company has written to the State Elecricity Boards that "if they 
do not make advance and progress payments as due, their sets will 
14B(D)1L88--1ll 
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not be progressed further." The Committee recommend that Govern-
ment should tackle this problem at the highest level in order to find 
an acceptable solution. 

8.49. While the Committee are happy to note that Heavy Pres-
sure Boiler Plant, Tiruchy in whose case capital expenditure upto 
March, 1971 was Rs. 24.33 crores had earned cumulative profit of 
Rs. 9.00 crores, they are rather distressed to find that the other two 
plants of BHEL had not shown encouraging financial results. The 
Committee recommend that Government should satisfy themselves 
that Hardwar Plant had incurred losses to the extent indicated in the 
detailed Project Report and not more. If the quantum of losses had 
been more or i<f the period for which these losses were incurred were 
excessive as compared DPR estimate, the reasons should be 
investigated. Concerted efforts should be made to see that Hardwar 
and Hyderabad Plants not only break-even but also are able to 
wipe out the cumulative losses. 

8.50. The Committee note that Government are considering the 
question of setting up a revolving fund for Bharat Heavy Electricals 
Ltd. so that it could go ahead with its manufacturing programme. 

I.f utilisation of spare capacity leads to high inventory, it would 
be a remedy which would be worse than the disease. The COIllll).ittee 
therefore, recommend that Government should see that adequate 
orders from State Electricity Boards are placed so that the concept 
of Revolving Fund develops il1to a success. 

NEW DEUU; 
April 24, 1972 

Vaisakha 4, 1894 (S) 
M. B. RANA, 
Chairman, 

Committee on Pnblic Undertakings. 
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(Vide Para 2.5) 
List of the Critical Machinery and Equipment (IImported) 

81. TrIJll' . DeIcrIption 
No. No. 

1. Ollose Rotor Blot mlDJDa n qr. 69 III qr.60 m qr; 69 
IMOh.IDe 

2. 0111111 Special griadlnl! maobIno 1 qr. 69 TIl qr.69 II qr. 70 
with bOrizootal .piDdIe 
for outten. 

• • BeooIved In Dec.,. 

•• R_ved ill AupIt, 
11170. 

3. OlIOm Eleotrkl Chamber type m qr.67 II qr. 68 m qr 69 m qr.811 Reooived ill Maroh, 
bogie hearth flll'll&noe 1970 • 

•. ~'l Inst&llatiOll forautomatlo n qr'67 
0!0090 J eleotroaJac weldmg uni· 

venal alltomat!o maobine 
for electroalag weI. 
d1ua 

1 qr' 68 IV qr. 68 1 qr. 60 BeooIYOd In Oetohor, 
1969. 

II. 0:t2102 Eleotro furnaoe lor n qr. 67 n qr. 68 IV qr. 68 IV qr. 69 ReoeiYOd In 8epMm. 
heat tat of .teem hor,I970. 
tlUblne rotor. 

6. 00108 Vaouuo PlIJIlP for 
forming 

JJ qr. 68 n qr. 88 I qr. 68 

7. 0&30&11 IustaJ\atlon for forming IV qr 68 IV qr. 68 ]9'72 
and baokIna of Turbo 
ban (200. MW let) 

8. CN300I Iuta\lation for forming I qr. 69 I qr. 69 n qr. 69 
&Del bac.oklng of hydro-
a-torbara. 

ula 

.. ReaeIYOd In June, 
1970. 

1972 fTbele are expected 
toho delivered 
In 2nd quarter . 
of 11172. 



APPENDIX D 
(Vide Para 2.31) 

Statement showing progre8s of work as against target date of com-
pletion 

B1ook. 

TArpt date of 
_plMina .. 
per Kuter 
comtrtl~ 
80bedaJe preparecl 
durllli DMembtlr. 
11188 to Kay. 

1967 

TlI'get date of 
coaipWlon All 
per Iat_ 
eoJIItral'tlon 
lObedule ..... 
1IIU'eII1D n.oem. 
_ •• 118'7 f)larch 
1188 '01' auxl· 
IIary .nice 
bloob) 

Pf'OII'III or 
wadi:.. em 

311$ 11.1'011. 11119 

------------------------
2 3 , 

B~l:l 

I. RltlCtrieJrachin .. S~bar. 11166 Detembar 1867 .Joe, 1869 

BhJeX,ll 
I. h18tmtan Depart. _t.. . . !!aptemiler.,l8611 Yartob. 1MB .TuDe, lNt 

B1nci 1Il 
lI. 'l'Ir.... .t Aa.i1iary 

Departmeot. •• ReF-Mr. Ieee N_bw. 1960 JaDe, 1_ 
Bicek IY 

•. AnuataI WIndbIg 
"llll1llat/oQ BIook J-.lete J ..... 1968 Ju", leo 

Bloek .. 
•• Steel 1I'OI'ge 

BUd VI 
•• BflMllJIIIII Unit 

JllflCk VII 

Aprll,._ .Tune, IIlt19 

POI'IDefly It WM 0.1. FOIUldry JUock 

7. WGOd WorlWll Deotmbw,l8611 Daoembar,l967 .1-.11109 
DtpartmlDt 

AuIilitrrr 8~ 
Blor.1:I 

(il 'l'MrmaI Power JUDe, 1981 Ootober, I. Oftober, 1_ 
Statloll (llaclalae 
IIaII Buu_ 
and n...cr.tor 
By) 

(U) TiIermII Powat JaDl, It8I AlIpIIt, 11181 Auplt, 1961 
Stetioa (llJcllM' 
60 Slag aacl 
... dilpoolal 
plUlt aDd 0111 
ll'IO\1~ filo1. 
Htlee) 

1M 

• 

DO%t .... 8% 
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I 2 S , I 

(ill) 'l.'berM Po .. JWII, 10t0 :O-ber. 1908 ~ber.1H1 M% 
8Wiaa (BoIIor 
PIlat) 

("') a-Jc.J Water 
~PIIId 

No Sohedalt AuPt,IH8 Aqut, 1111 85% 

(.)~H-. »-mbor. llM11 .1. 1888 Ma,..I. 10:.\, e»-aber. 
(' -.) I ) 

(iii) 132 KV .lIb. N~8ohedale 
aWIoa 

J-.llII J..,lllG8 10% 

(vii) CaraI Plant 
Labomory 

March. Ieee Jill,.. 1908 Jull.l.! ." (OIft1 worD) 
("work 

ill PfOClWI) 
(.iil) Turbing L.bo. D.oo&mber, 1* NoSolaedwe No Sobedwe 8:tOA. (Oil'll worb) 

rawry 

(u.) A.eet,.ltme l'lellt March, 1068 l!I.ptewbar. 1981 Ma,..lN1 IIOOA, 
(1') OZ)'pD Plaut (7lli December,l8611 February, 1_ J1IJII, 1868 100% (Feb, 1l16li) 

II) 

(d) Ot.s 
PINlt 

I'roducer March, 1966 Deoember.l961 December. 116, 34,~ (.N~WI). 
08~(~ 

Projeot &IJ a whole IIAroII. 1819 87% 
(1It% UOIpMq 
IlIIItiIIIab of 
... ~ wdqlle 
meIilaa) 



APPENDIX m 
(Vide para 2.60) 

Capaalty llkeIy Btate·wfae Capacity Capaoity Capacity ProcIactioD 
to be developed produotlon likely to planned fclaDned plaDDed (u 
:r..tlmatee PJ"OI!I"&IDmO be avail. to be or deve. per IlItImatee 

In October. u per abl" (88 d"v~l()ped lopment Inn-mber, 
11183) estimatee per estl· (88 per IU per 1\1611) 

in January _tee In eotimalH esti_tee 
1968) July. 1908) in April, in Detlem. 

1969) ber,I969) 

2 3 , II 

m- ~IJ"" Turbo 
G_lor8 

No. MW No. MW No. MW No. MW No. KW No. MW 

1981-'0 
'xl00 ~ 800 3xl00 300 'xl00 400 2 200 ! 200 I 100 
lx200 J 

'xlOO } 4xlOO }800 111'JO.'71 800 800 " 200 II 200 II 100 Ixl)OO . 1 x 200 

'xl00 } 111'71-'71 1000' Not indicated 900 400 400 I 100 
3 x 200 

1971-73 
Ixl00 :l 

do 1200 800 800 1 80 4x!OO J 1300 .. 
1 x 300 

IxlOO 1 
111'73-7' IIxlOO 1Il00 Do. .. 1Il00 lJOO .. 1200 

1 x IlOO J 
Bpo Tutfliua (1M 0 .. ...,ltA'8 

11189-'0 300 Ixl00 100 ao 

IXIOO } llI'7()''71 300 
2X80 

220 II M J 80 II eo 

1971·72 7110 Not Indloated 400 II 1811 II 1811 II 

111'71-73 1000 Do. 7110 8 '80 8 680 8 

1973.7' 1100 Do. .. 1200 800 800 11 

1I1«irW JifJl'.1ti"" 

1"'0 400 818 247 Not Indloated 81 3!8 81 - 81 

llI'7().71 400 10211 3211 Do. 11' 400 200 210 90 

197MB 11111 Not indicated Do. 420 810 300 210 110 
197M3 11111 Do. Do. '77 7to 370 110 110 

111'71·" illS Do. Do· 11111 880 48IJ 3110 lao 

1~6 



APPENDIX IV 

(Vide para 2.61~ 
DELEGATIONS VARIANT 

Mastering of the production capacity of BHEL. Hardwar. on year 
basis in the period upto 1974-75 

--_. __ ... _._-----------------------
BI. 
No. 

lleAorlption Year l009{ 1970{ 19711 1972/ 1973/ 1974' ~ 
1970 1971 111'111 1973 197. 19711 

---------,1 2 

Ava1lab'" c&Jl4oity 

11 C.oeftlolent of labour coDBumptloD 

(a) Steam turbine prodnotlOll 

(b) Hydro turbine production 

(e) E1eotr1o&1 ma.ohtne produo. 
tlon 

3 Steam turbine production 

(n) Available or.paoIty in (JlW) 

(b) C\\paolty actually required 
•• per ord6l'll (ill JlW) 

(e) B1JI8'Iftkml for additional 
lo&alDg (ill MW) 

(4) Qll&Dtlty or turbiDal 
(In NOI.) 

4, Hydro-turbine production 

(a) Av..u.bla oapaait,y (in 14W) 
(b) O&paoIty 6<'taaUy required 

81 per ordors (in JlW) 

(e) 8~0DI Cor addltlODal 
IoadlDg (ill J4W) •• 

(4) Quantity of torbhte 
(N ... ) 

1\ TUl'bopoer.tora 

3 II '1 8 

3U 89Ii 1.365 1.630 

3·5 3·00 

200 200 .600 
200 200 200 

400 400 600 

2 1I I II J 3 

s{ 19'71-78 
ul 1973f75 
us 1974,f711 

30 

30 

lOO1rlW. J NOI, 
200IIW I No. 
200lIW 2 Noa. 
2OO1IW3N ... 

1011 430 3115 600 

5 0 6 '1 

(a) Available oap&eiLy (10 200 200 200 
MW) 

(b) Capaolty &ct.".nr required llOO 200 200 
.. per orden (m 11M) 

80 

(e) Buggllltlona for addition,,1 
loading (In MW) 

(4) Qnaatlty of gener.ton 
(N ... ) 

sf 
..sf 
us 

IlOO 

2 II 3 3 

1972/73·, pnerawr 236 1m' iI taken flW 
80 MW aDd I NO!. of 100 IIW 

1973f7' 200 1IW-3 NOI, 
1974f76 lIOO JlW-3 NOlo 

---~~-~,-,-----.--------.----

167 

9 
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APPENDIX IV 

1 2 3 , lS 8 7 8 9 

8. Hydro Generators 

(II) AvaU.ble 
MW) 

O&paoity (In 30 1011 dO 89S 800 

(h) Capacity lWltuallY .... qllired 
lUI per order (in MW) 

30 1M dO 3INI 800 

(0) BuggostiDDl for additional 
loiwilng 

(d) Qu.nUty of gonerators 
(in NOR.) 

II 9 8 7 

7. EIeotriO&IIIUaChine 

(II) Avalhtble OIlpaolty (In M N 1401S l8II 870 430 
MW) 

(b) C.ap8Oity IWltaeUy ii\valnd M 70 
.. per orden (in ) 

(e) Bugglllltiooa for additkml 
loading (In MW) " 1401S 186 370 dO 

(4) (Auanilly of N. III&OIaInII 
(in NOI.) 

l1li3 8110 800 700 1000 1300 

•• a..e or muterlng tile raW 9 10 l' 28 ~ Ill-
-,.aIty .. per pl'Ojeot (In 
per oent) 



APPENDIX V 
BtMMfUM'1I ofa~/RecommerulatimuJ oftke Oommittu on Public Uwl. 

eakings contained in the report 

Serial Reference 
No. to paras 

in the 
Report 

Summ.ary of Conolusions/Recommendations 

1 2 3 

1. 2 ·17 The:Committee note that the delivery schedules were not striot. 
ly followed by the oollaborator with the result that there 
was delay in erection of equipment and going into produc-
tion. The delay ranges from six months to three years and 
naturally has caused concern to the Committee. The Com-
mittee also find that as is usual in such agreements with 
Russian collaborators, no penalty clause was provided for 
delay in supply of equipment. One of the reasons advanced 
for non-provision of the penalty elause is that the Russians 
desired to l,ave a oounter-penalty olause if there was delay 
in opening of letter of credit. The Committee could suggest 
that Government may examine the mat.ter in all its aspects 
to ensure that delays of the nature that ocourred in the 
present undertaking do not rocur. 

2. 2·26 The Committee take Ii serious view ofthe fact that it took 
Government more than three years to sanction tho estimat.es 
submitted by BHEL in Deoember, 1966. It is regrettable that 
inspite of the recommendation of t.he Committee on Publio 
Undertakings in their 39t.h Report (1967), that Government 
should accord itA sanction to the estimates without any 
delay, no serious efforts were made to expedite the sanotion 
of these estimates. It has been admitted that there was 
considerable delay on the part of Government in sanotioning 
these estima.tes. However, no responsibility has been fixed 
for this delay as suggested by the Conunitteo in their 
16th Report (1967-68). Aocording to the Ministry th080 
revised el:!tUnlltcs were examined in consultation with the 
Ministry of Fino.nce BUd thtl Bureau of Public Enterprises 
whioh took some time. As no partioular officer was responsi-
ble for the delay the question of punishing allY delinquent 
officer in this connection does not arise. 

The consultation among the various departments of the 
Government of India can hardly justify the delay of more 
than three years in sanctioning the estimates. The Commit-
tee, therefore consider that the procedure should be stream-
lined to avoid such delays in sanotion of the estimate". 

Hill 
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ii. 2·27 The Committee also regret to note that as against the first 
estimates of Rs. 63·43 crores for the project prepared by the 
Undertaking/Government the project is estimated to 008t 
Rs. 98 ·13 ormes an increase of Rs. 34·70 orores or about 55 
per cent of the first estimates. The Committee have repeated-
ly observed that frequent revisions and large inorease in 
estimates of a projeot vitiates parliamentary control. The 
total commitments on 80 project should be prepared' as 
realistica.lly as possible in the beginning and should bc 
available t.o Parliament before a project is approved, instead 
of making them commit to a project on piece-meal basis 
from year t.o year without giving them a true and realistic 
picture of the project. 

The Committee feel that where the economies of the project 
are adversely affected as a result of revised estimates, 
Parliament should be specifically informed of it in time 
with supporting details . 

.{. 2·45 The Committee note with regret that Heavy Ele.ctrical 
Equipment Plant, Hardwar which according to tho ten-
tative time sohedule drawn up in October. 1963 for construc-
tion of the project should have heen completed'by the end of 
December, 1966, has not been completed till now. During 
evidenoe, the Committee were informed that so far 95 per oont 
of the project has been completed. In other words, there 
has been a delay of more than five years in the completion 
of this project. In July, 1964, the construotion sohedule 
was revised. Another revision was made during December, 
1966 to May, 1967 when the date of oompletion of project 
(excepting installation of Heavy, unique, special and non-
standard equipment) was revised to December, 1968. In 
December, 1967, the Management again revised the time 
schedule and indioated that 99 per cent of the blocks would 
he completed by the end of Maroh, 1969. This revision be-
came necessary owing to the delay on the part of the 
suppliers to despatoh working drawings and equipment 
(imported and indigenous). During evidence ofUndertakingj 
Ministry, it also transpired that out of Rs. 380· 75lakhs of 
equipment of the value of Rs. 70 lakhs had not been 
inst&lled. The Committee were assured that the installation 
of this equipment would be oompleted by March, 1972. 

5. 2·46 The Committee are unhappy at the frequent reviRion in the 
date of completion of project and are pa.rticularly distressed 
by the fact that equipment to the tune of R8.' 70 lakhs ,had 
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not becn installed. Tho' Committee feel that ha.d the Manage-
ment remained alert to their duties towards the na.tion &nd 
adopted modern techniques for planning, installation and 
oommissioning of the machinery in the project, suoh 
delays could have been obviated. The Conunittee oannot too 
strongly stress the need for more soientifio and national 
procedure in plaoing tho orders for maohinery and equip-
ment two or three years in advanoe according to schedulc 
80 that they are received and installed in proper sequence 
to yield the best production results at the earliest. 

6. 2 ·5-1 The Conunittee note that though the projeot Report for 
Heavy Equipment Electrioal Plant, Hardwar, did not oon-
tain any time bound programme for attaining the capaoity 
from year to year, it gave an indication that the plant 
would attain its 'Rated Capacity' in the 8th year of pro-
duction. The rated capacity &s envisaged in tho report 
was 515 MW for medium and heavy electric JWl,chines, 1500 
MW for steam turbines and turbo generators and 1200'MW 
for Hydro Turbines and generators. During evidenoe, the 
Committee were assured by the representative of BHEL 
that full capacity for generators and hydro turbines was 
expected to be achieved in the 8th year of produotion but 
as Heavy Electrical industry is a sophist,joated one this 
achievement would, however, depend on order book position 
and absorpt.ion of skill. The Committee also note that a 10 
year Plan oalled t,he "Decade Plan" has been drawn up for 
development. of power generation in the oountry. The Com-
mittee feel t.hat it should now 1»e possible for Government to 
give a clear pioture to the Management as to what orders it 
was expected' to plan for and execute during the next 10 
years. The plant has at present orders for thermal sets only 
up to 1975-76 and do not have adequa.te orders for motors. 
The CommiU,ce hope that all our efforts would be made to 
procure suffioient orders to ensure t.he achievement of the 
full ra.ted oapa.city of the plant. 

7. 2·59 The Committee find that there has been shortfall in produo-
tion of eleotrio maohines, turbo sets and steam turbines in 
the Heavy ElootrioaJs Equipment Plant, Hardwar which 
went into partial production in January, 1967. The Com-
mittee were i~ormed that the main probl~J;Il standin, in 
the way of achievement of the targated produotiol1 was del1l.y/ 
defectivo supply of ca.stings and forgings from indigenoua 
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and foreign suppliers and non-availability of good quality 
oastings and forgings. Since the problem is faced by the 
Management year after year, the Committee are smpriaed 
that no satisfaotory arrangement has been made in this 
direction by them and due to that the power generation 
in the oountry is greatly hampered. The Committee re-
commended that the Government and the Management 
of BHEL should tackle this problem urgently and evolve a 
procedure by whioh the sustained and dependable supply 
of castings and forgings is ensured. 

8 2·80 The Committee find that production and delivery sohedule of 
Hardwar Plant has suffered set baoh in the past. According 
to indioations giyen to the oustomers the Plant was to deliver 
3rd set in July, 1971, 4th in September, 1971, 6th in Decem-
ber, 1971 and 6th in March, 1972. While the Plant delivered 
the third set, it hoped to deliver the 4th and 5th sets by the 
end of March, 1972 and the 6th set by June, 1972. The 
Committee ha.ve been informed that the delivery of these 
sets ltad been dela.yed mainly due to the delay in reoeipt of 
cast,jngs and forgings from indigenous and foreign suppliers". 
Castings and forgings were so defective that either they 
had to be rejected or rectified. The Committee recommended 
that this problem of castings and forgings should be taoked 
expeditiously in ooordination with the Heavy Engineering 
Corporation a.s otherwise, it willI not only seriously effeot 
the Plants build up of capacity to the optimum level but 
impair the Plant's prospect8.of attracting:more orders for 
sets. • 

9 2· 81 The Committee find that capacity likely to be developed at 
Heavy Elootrical Equipment Plant, Hardwar, was deter-
mined in October, 1963 but subsequently it was revised 
as many a!:l four times during So period of two years i.e. 
in January, and July, 1965:and April a.nd December 1969 
generally in a downward manner. Unless the e&paoity 
detemlined in early stages was based on incorrect assump.-
t.ions, the Committee do not see any other justifioation for 
suoh frequent revisions of ca.pacity likely to be developed. 
The Committee were informed that the asswnptions 
underlying the studies of development of oapacity were 
order book position, availability of material and com· 
ponents and absorption of akills. Governm(lnt admitted that 
tae origiDal estimates were more~"ambitious" the realistio . 

. . , . . The Committee reeommend that H&rdwar Plant should 
. ,w- _. WE. : &.=c ___ ~ . .. --,-... ~- ... 
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therefore, prepare, a realist.ic programme of build up of 
capacity t,o end unoertainly and 'obviate the need for 
frequent mvisions. -

10 2·82 The Comm.i~e note t.hat in December, 1969'"an experts de-
legation from USSR studied;the capacit.y development of 
Hardwar Plant and estimated that Hardwar Plant's capacity 
can be developed to 1603 MW by;1974-75 provided orders 
for 6 turbo sets of 200 MW each"and 2 turbo·sets of 100 MW 
i.e., 1400 MW are received within the IV plan Period and 
Produotion Sector Tool Room and Design Division are 
strengthened. The Committee understand that Hardwar 
Plant has firm orders, for 5 sets of 200 MW and letters of 
intend for 3 more. The Plant is'thus fully booked for turbo 
sets of 200 MW upto 1974-75. The plant is also booked for 
Hydro sets upto 1974-75 and for Machines upto 1972-73. 
During evidence the Committee were informed that as 
supply of components for those sets took about 11 to 2 
years and it took 3 years on the shop floor to manufact.ure 
a set, it was high time that t.he Plant had more orders to 
pJan and go ahead with pre-production preliminaries. In 
this connection the Committee were also informed that 
Government were considering the question of providing an 
imprest order for four 200 MW and four 100 MW flets, 
so that even if at any point of time the plant did not have 
definite allocation it, could go ahead with making preliminary 
arrangements. 

11 2·83 The Committee find that in the Mid-term Plan Appraisal i$ 
has been stated that" As against the targeted oapacity of 23 
Million KW. it is now reasonably certain that 21·2 million 
KW may be achieved in 1978-74". The reduotion is mainly 
due to slow "progress and delay in delivery of plant and 
equipment from the publio sector mannfaoturing unite". 
Under the heading "long -term measures". it has been stated 
by the PJanning Commission that it is proposed to monitor 
manufacture of plant and &quipment and delivery aooording 
to sohedule. 

Tho Committee are greatly distressed to find that while 
on the one hand, mid-term plan Appraisal pJaoes the blame 
for shortfall in the installation of additional generating 
capacity on late delivery of plant and equipment by publio 
understakings, the Bharat Heavy Elelotricala have emphati-
oally ,tatoo before the Committee their diffioult.ie8 arising 
out of the non-receipt of firm orders for generating iOta 
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and equipment even though they have the capaoity, the 
know-how and the skill to manufacture them. The Commit-
tee feel that this difficulty could have been easily got over 
by having an integrat.ed plan for manufaoture of generating 
sets and their delivery schedule to match the plan requir~ 
ments. The Committee consider that it should not have 
been beyond the ingenuity of tho Planning Commission/ 
Central Government/State Electrioity Boards/Publio Under-
takings to find means by which firm orders were placed fOf 
generating sets and equipment a few years in advanoe 
as to ensure timely delivery as well as full utilisation of the 
manufacturing oapacity developed in the publio sector. 

12 2·91 The Committee note that percentage of idle machine hours 
has increased from 24·43 (avera,ge of percentage in Blocks 
I to IV and Tool Room) in 1968-69 to 41·66 in 1969-70 and 
came down to 31·6 in 1971-72. Percentage of idle la-
bour hours has gone up from 5·3 in 1968-69 (average 
of Blocks I and II) to /)·6 in 1971-72 although it was only 
3% in 1969-70. The main reasons for idleness of machinery 
were stated to be want of load and want of operator. The 
Conunittee find that Hardwar Plant has neither worked 
out its financial lOBS on account of idle hours nor bas it 
developed norms of maintenance for different types of 
machines in various blooks. 

The Committe view this very seriously and recommend that 
Management should without further loss of time evaluate 
the financial loss due to idle capacity of men and machinery 
and aSBeBB its effect on the working results. The Under-
taking should also fix realistic norms of maintenance and 
utilisation of machinery. 

13 2·96 The Committee note that in January, 1969 the Bureau of 
Public Enterprises (Ministry of Finance) advised the public 
sector undertaking to consult the Finance Branch in case 
of purohases where difference between the acoepted and 
lowest tender was more than 5 per cent subject to overall 
limits. The Committee find tha.t instruotions to give effect 
to the Bureau's Ciroular were issued by the Company in 
August, 1971 i.e. after a period of more than 21 years. The 
Committee recommend that reasons for this inordinate 
delay in giving effect to instructions issued by the Bureau 
should be investigated and Committee kept informed. The 
Committee also recommend that Ministry/Bureau of Publio 
Enterprises should ensure through periodical reports that 
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instructions issued by them are being implemented by the 
Undertakings faithfully. 

14 2· lOt The Committee note tha.t the closing stook of stores in terms 
of months consumption held by Hardwar Pla.nt has been 
brought down from 23·8 in 1966-67 to 10·3 in 1969-70. 
The Committee expect that this will be further brought 
down in the near future to avoid blooking of funds. The 
Committee also note that the Plant had finished stock worth 
Rs. 212'10 lakhs as on 31st December, 1971. It has been 
stated that sometimes customers refuse to lift the motors 
after placing letter of content (in the case of Flame Proof 
Motors valuod at Rs. 16·91 lakhs not lifted by MAMCO) 
or revise the delivery sohedule as in the case of Exoavator 
Electrics ma.nufa.ctured for HMBP, Ranchi. The Committee 
reconUllond that agreement.s wit.h customers should be 
reviewed with a. view to see whether the terms and con-
ditions can be suitably modified to avoid such contingen-
cies. 

15 2 ·105 The Committee are surprised t.o find that alloy steel valued 
at Re. 17·89 lakhs was imported for the manufacture at 
special type of tools and hot forgings, dies eto. on "ad hoc 
basis". It was stated that the actual requirement WAS not 
known at the time of procurement. The Committee are 
unable to appreciate why this import of alloy steel waa 
made by Hardwar Plant and authorised by Government on 
ad hoc basis and that too when even tho actual requirement 
was not known. The result of this hasty procurement action 
has been that alloy steel of the value of Re. 10· 60 lakhs is 
lying surplus to requirements of the plant. The Committee 
feel that responsibility for making this al hoc purohase 
involving foreign exchange should be fixed and the C0-
mmittee informed of the action taken. 

IG 2·] 06 The Committee note that stores worth Rs. 42· 68lakha have 
been deolared surplus to requirement. The Management 
have stated that though the list of surplus stores was circula-
t.ed to other public undertAkings and advertised in Lok 
Uclyog the response was not encouraging and fresh tenders 
were being invited. The Committee recommend that 8M 
non-disposa.l of surplus stores blocks the capital, vigoroUl 
efforts should be made by the Management to dispose of 
suoh stores early. But it should not be a distreu sale. The 
Committee also recommend that oontinuoU8 review of 
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stores should be made to identify the surplus and suitable 
action taken to divert them for alternate purposes. ...... 

-... -17 2 ·119 The Committ.ee note that the Hardwar Plant has made a 
beginning in export promotion by submitting quotations 
for global tenders. The Committee need hardly stress that 
what is more important is attainment of perfect standards 
of quality, development of competitive price. Standardisa-
tion of products to suit intemationalspecifications adbelenoe 
to delivery schedulo! which alone.will help the plant to 
sooure orders and earn suitable foreign exohange. The 
Committeo also recommend that the assistance of Research 
and Development Organisations in the field should be taken 
in developing the appropriate and adequately qualitative 
indigenous substitutes for imported content of the pro--
ducts. The Committee feel that the first oharge on Har-
dwar Plant should be that of Electricity Boards of the 
country which should not suffer in the event of the Plant 
accepting the global orders. 

18 2· 135 The Committee note that the Hardwar Projeot has 80 far 
Undertaken three profitability studies in Maroh, 1969, 
.June, 1969 and September, 1970. The Committee regret 
to observe that none of them could actually come true 
either due to under utiliAation of developed capacity or 
fixation of ad h()c selling prioes. The Project intends to 
undertake anot.her study soon, "taking into aooount the 
work load on hand, antioipated produotion during 1972·73. 
1973-71 and 1974·75 and prices likely to be received for 
Company's produots". The Committee hope that a more 
realistio position would emerge as a result of proposed study 
and the unit would make all out efforts to procure firm orders 
for the utilisation of the developed oapacity and U: 
reasonable selling prices competitive, but oonsisten' witll 
produotion costs. 

19 2·148 The Committee are not happy at the W&y the plannjng for 
setting up a stamping unit which was considered so essen-
tial to the Unit, was handled. The Committee find the pro. 
posal to set up a. stamping unit as part of Hardwar Project 
was mooted by the Consulta.nts in October, 1963, estimates 
of expenditure (revised) were approved by Government in 
October, 1968, agreement for supply ofPIant and machinery 
was execut.ed in July, 1970 and the Unit was expected to 
go into production by March, 1972. It is really a sad com-

e i . mentary that it should have taken more th&n 8 year 
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to set up and commission this Unit whioh was so cssential 
and was conceived as early as in 1968. 

Aecordirig· to t,he -estimates prepared by the Managemcnt 
in Oct.ober, 1965, the Stamping Unit with a (lapacit,y of 
10,400 tonnes of stamping per yoar was to involv(J invest-
ment of Hs. 155 lakhs. On receipt of Project Beport from 
the Oonsultant.s, t.he estimates were revised to Rs, 265·23 
lak:lm in FcbJ11ary, 1968 on account of devaluation and 
provision of certain addit.ional facilities. These est.imat,es 
were again revised t.o Rs. 323·1l lakhs in April, 1968 to 
include estimated increase in cost of plant and machinery, 
civil work, contingencies incidental expenses during COIl-

struction and to provide cost of the Project, Report and 
working umwings which were not. provided for earlier. 
'l'he unit was planned 011 the basis of requirement. of 10,400 
tonnes per annum but according to estimates baBed on 
minimum expected orders it was clear that the require-

, ment which would bo 75 tonnes in 1969-70 which may rise 
to 2,260 tonnes only by 1973-74. Consequently the Unit 
it! now proposed to be set up in two phl~ses, the fir!!t pha.Hc 
being of 4,000 tonnes capacity and the second phase to be 
undertaken if and when necessary. The Committee havc 
been informed that economics of the Unit will be worked 
out after tho aSHessment being made for Fourth Plan of 
antioipated reql1irement of the stamping!! on the basis of the 
orderl:! now received is completed. 

Tho Comnuttee recommend t,hat such delays which result 
in increase in estimated cost and thereby add to the finan-
oial burden of the Undertaking as has happened in this 
oase should be avoided in future. 

, 20 2 ·149 The Committee are alw surprised to find that common items 
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like cost. of the Project Report, working dra.wing8 and in-
··cidental expenses during construction whioh are usually 
included in any Project Estimates, had been omitted from 
the ProjectEl:!timate and the estimates had to be revised 
on thi8 account. 

The Committ,ee regret to not.e that even without. working 
out, ooonomics of the Plant, not only a dooision Willi taken 
to erect the bays but imported equipment and machinery 
worthRs. 19 lakhs (Appx.) purchased and orders for 
Re. 98lakhs worth of maohinery were plaoed witn HMT. 
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The Committee recommend that in matters of planning 
or purchasing, the Plant should prepare realistio cstimates 
of oosts and benefits before making any invellt.ment. The 
Committee al80 re60DWlend that the Plant should quiokly 
I'sscss its requirements of Btampings to ensure that the 
&apaWty of the first phase of this Plant is tully ut.ilised. 

21 2 ·162 The Committee find that it was first deoided to set up a foun-
dry Forge Plant oonsisting of Presses of 1,000 tonnes and 
4,000 tonnes capacity at a. ea.pita.l cost (revised) of Hs. 
28·36 crores. In January, 1967 the Planning Commitlsion 
indicated that there would be little jUlltification for adding 
a 4,000/5,000 tonnes press at Hardwar. NIDC, however, 
was of the view that the Plant should go ahead as planned 
except for light castings bays which should be put up after 
the finanoial benefits are worked out. In the meeting of the 
Planning Commission held on 12th February, 1969, it was 
intef' alia decided that "the entire scope of the Central 
Foundry Forge Project, Ha.rdwar may be doferred for the 
present". The position was reviewed in a meeting between 
the ChWm18.n BHEL, and BEC on 13-5-1969 and it ap-
peared that Foundry Forge Plant at Hardwar would not be 
required in the next 10 years or 80. On the basis of a Report 
of the Committee cOllBtituted to 88seS8 the oapaoity of 
HEC, Ranehi, the Planning CoDWlission decided on 3rd 
January, 1970 that case for setting up a Foundry Forge 
Plant at Hardwar must be deferred. Meanwhile, the Pro-
jootpaid Rs. 51·76 lakhs to the ColJaborator on aeoount of 
lIlBtalments due for providing engineering and toohnica.l 
serviees. It also mourred an ':lxpenditurc of Us. 36· 62 
lakhs oil the preparation of construotion site, {aowry works, 
land improvement, administration, eW. up to 31st March, 
1969. Government consider t.hat "it would be too early 
to say that expenditure has been infructuously incurred." 
It is hard for the Committee to believe that the surplus 
capacity available at the FFP of BEe was not known to 
Government when it gave a green signal for the setting up 
of Foundry Iforge Plant at Hardwar. It is also not clear 
why l'lann ng CoDWlission was not consulted in the be-
ginning itself 80 that their views were available to Go-
vernment before coming to a decision. The Ministry of 
Industrial Development have stated that a case with de-
tailed justification for setting up the Foundry Forge Plant 
has been prepared and Bent to the Planning Commission. 
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The Committee would like to be kept informed of the 
final decision of the Planning Commission in the matter. 

22 2·171 The Committee find that in March, 1969, a high powered 
Committee was set up by Government to go into the pend-
ing cases of price fixation of Hydro" and steam generating 
sets. Only one out of nine pending"oases referred to that 
Committee up to February, 1970.'\The Committeesettled 
the price of 100 MW set only on 23rd April, 1971. It thus 
took Government two years to settle the sale rice of a 100 
MW set. Further the Committee are not aware of the 
position regarding the fixation of price in respect of re-
maining 8 sets. Hardwar project even undertook manu-
facture of 65 flame proof electric motors without settling 
the price. If Hardwar project is to improve its sales perfor-
mance and oreate a favourable image inside the oountry and 
abroad to be successful to!give~global tenders, it must see 
that prices of all ranges of its tproducts are determined 
and are ava.ilable with them. 

The Committee recommend that the Government should issue 
olear guidelines for the fixation of prices in oases which are 
not oovered by the existing guidelines in order to enable 
the Company to settle the;prioes with the oustomers before 
undertaking the jobs so as to avoid disputes later on or 
unoertainty regarding finanoial implication thereof. Where 
the fixation of prices cannot be brought under the guidelines 
already laid or to be laid down, Committee recommend that 
such cases should be settled if necessary in oonsultation 
with expert bodies in the field withinl a fixed time limit so 
that neither the customer nor the manufacturer remains in 
dark in regard to its liability/entitlements. 

23 2 ·178 The Committee note that out of 650 enquiries received for 
elootricalmachines during June, 1969 to January, 1972, only 
80 per cent turned into firm orders. The Committee also note 
that out of 250 enquiries from Government/Public Undertak-
ings 226 enquiries did not materialise. According to the ma-
nagement one of the reasons for llon-finalisation of cases was 
that the price quoted by the Project for low voltage motors 
were high. The Committee are surprised' at the statement 
that there was no specific case where Government/Publio 
Undertakings had not placed orders because of high prices 
only. The Committee were informed that the plant had start-
ed taking oertain steps to increase the sale of their products 
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e.g.; assessment .. of, mullet requirmmmta, market surveys, 
modification of certain existing designs to meet oustomers' 
s~cifi.c&tions"eto. The .. ' Commiitee'l'eomnm.elld< that the 
Government should ,undel!take· a ~maJhlehensive study in 
depth to identify.' the. causes.far the poor sales performance 
and to de:vise . ways aDd .meansfor"fOlmulating desip 
with referenoe to mal'ket·requiremen'teand adopt a suitable 
pricing policy.-

24 2 ·189", The Committee regret to not~ that -the BHEL took up the 
manufa'etute of the fla.me proof ~le<it:tic motors without 
settling the terms and conditions of the sale and without 
obtaining a firm 'order from the M.A.M.C. The result has 
been' that there was a.voida.ble import of components for 
these motors from USSR'll.nd t.herewas blocking up of funds 
to the extent of Rs; 24,-39 lakhs (as on 31st March, 1969) 
and less of interest thereon. 

The Committee also fail-to understand. the reasons for whioh 
the Ministry instead of asking the M.A.M.C. to accept the 
motors which had been specifically, manufactured for them, 
advised the,Company toO dispose of the' motors. (Out of the 
60 mo·,(Jts, 49 ~rnotor5 have not been disposed of so far). 
The Committee recommend -tha.t, the entire deal with M.A. 
M.e.' should be :investigat,ed in detailltnd,the results thereof 
intimated to t.hem. 

The Committee also recommend that BHEL should at least 
take a lesson from t.his transaction not. to proceed with the 
execution of a.ny demands on simple letters of intents with-
out settlement of terms and conditions and specifications. 
The Committee would also like to be kept informed about the 
disposal of t.he remaining motors and the ultimate settJe-
mentmade with the M;A.M.C. in regard to the 16 motors 
supplied (with 9 control gears) and' still iying with them. 

:25 2-199 The Committee note that the Management have worked out 
cost in respect of motors only and in aJmost all the cases 
of motor production, the cost of production is higher than 
the sale price. The Committee were informed that suoh 
higher cost of production wa.s due'to low production-the 
initial stages and low labour efficiency. The Committee 
recommend that keeping in view . the analysis of cost 
the Management should take steps to improve the labour 
effiCiency by stricter oontrol and supervision, proper de-
ployment of labour of productive purposes and a.voiding 
over-staffing. 
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The ~Ommittee regret to note. tha.t in sp~~ ?f the reoo~­
da1lf.or1!Dl.IIode,by,the CO~llttee .on PUolio Undertakings 
in their!l'5th Repert on Finanoial Ma~agt.ments (April, 1968) 
and the fnstrttotions'issued by; the Bureau of Publio Enter-
prises for the I Internal Audit to undertake a critical review 
of theisysteJrul, procedures and operations, no such appraisal 
was· eond~ted·. The committee are constrained to observe 
that,the Internal Audit has not been effeCtive in discharging 
the fUIiotions expected of it and recommend that it should 
be intEffisified 80 that the management can take advantage 
of its reports in plugging loopholes. 

The Committee find that a sum of Rs. 130 lakha was paid to 
the collaborators for the technical documentation for manu-
facture of 12·60 and llO MW turbo generator sets for ex-
panding the capacity of the Hyderabad Plant, over and 
ahove a sum of Rs. 52 lakhs paid to them for the prepara-
tion of Detailed Project Report in oonnection with the manu-
facture of12 MW & 25MW turbo-generator setf>. A sum 
of Rs. 93 000 was paid for design dooumentation for 25 MW 
sets. The Committee note that the Plant has not received 
any order for the manufacture of 25 MW sets and there is 
hardly any likelihood of the plant reoeiving any such order 
bllcau~e the present trend all 'over the world appears to be 
for turbo sets of higher capacity. The expenditure of Re. 
93,000 incurred' on obtaining dooumentation of 25 MW 
sets has proved to be infruotuous. The Committee would 
like to roitemt,e their earlier 'conclusion given in para 35 of 
39th Report of Committee on Publio Undertakings (March, 
1967) that there was no orystalised thinking regarding the 
range of the equipments to be manufactured and the project 
was contleived and proceeded without basio data or exaot 
knowledge:; The Committee note with concern the undue 
haste in taking important decisions on suoh projects for 
manufactUre! of oapitai machinery without a proper demand 
S1l1'v'ey and without carefully analysing and understanding 
the design ;trends in the size' of turbo-generators whioh 
have lIuch Vital'bearing on the economics of generation of 
power. 

The"Committee note that, there have been delays in the 
completion 'of supplies ofmaohin.ery, equipment etc. in 
respect of 19 out of 32 ,contracts entered into by the Com-
pany with MIs Teohnoexport (later designated as Sukodaex-
port) from July 1963 to February. 1969. The oontracts with 
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the suppliers provided for recovery of liquidated damages: 
for delay in the supply at 1 % of the F.O.B. price of equip-
ment and machinery. The Committee find that against a. 
olaim of Rs. 4·41 lakhs recoverable as liquidat.ed damages 
for the delays, the Hyderabad Plant preferred a olaim in 
June, 1967 on the supplier for recovery of liquidated dama-
ges amounting to Rs. O·54lakhs only in respect of the Main 
Contraot of July, 1963 and Addendum I of18th November, 
1964. In addition, the Plant preferred oertain other olaims but 
without indioating any value "with the purpose of ensuring 
that they were not time-barred". The Committee are surpri-
sed to find that olaims for liquidated damages had been 
filed without indioa.ting the value thereof and without the 
extent of production loss having been determined. The 
management stated (April, 1972) that "the extent of pro-
duction loss, if any, only due to delayed supplies from-
Sukoda export. is being investigated". The Committee are 
surprised at the dilatory manner in whioh the Plant has, 
taken 5 years to determine the value of production loss due-
to delayed supplies of machinery, equipment, etc. for' 
supporting the claim and regret to note the non-mainte-
nanCe of suitable records in this connection. 

The Committee recommend that the Plant should lose no-
time in working out the details and oompleting the formali-
ties expeditiously. The Committee also reoommend that 
suitable system should be devised and reoords maintained 
whereby production loss due to eaoh faotor ~or a group of 
factors can be readily assessed and claims where neoessary 
are filed in time with oomplete details and followedJ up till 
the amounts due are recovered. 

29 3·14 The C..ommiUee find that though the Hyderabad Plant 
had submitted revised project estimates to Government as 
early as April, 1969 for approval the same have not been 
approved till now because the "question whether the revised 
estimates should be modified to exclude deferred and surplus 
items of machinery and equipment was also to be consi-
dered before the Government oould be approached for 
sanction of the revised estimate". With the improvement in 

. order book position, it was felt that the equipment provi-
ded for in the DPR could be made use of and that it would 
also cater for diversified items of production suoh as indus-
trial turbines and oentrifugal compressors and hence provi-
sion )nade in the revised estimates would be justified. The-
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Projeot is stated to have furnished the viability statement 
to Government in February, 1972. 

The oonsideration of revised projeot estimates by Govern-
ment has thus taken more than three years. 

The Committee would like to point out that the project 
authorities had sent the Revised Projeot estimates to 
Government only in April, 1969 and that too in an incom-
plete shape only after the aoLua.l expenditure (March, 1969) 
had already exceeded by about Rs. 260 lakhs of t.he original 
estimates. The Committee stress that the Plant authority 
should have prepared the Revised estimates oomplete in all 
respeots, and with full supporting details about their effect 
on eoonomic viabilit.y of the Plant in order to obtain the 
approval of Government in time before incurring addi-
tional expenditure. The Committee deprecate such inordi-
nate delays in submission and sanction of revised projeot 
estimates. 

80 . 3 ·18 The Committee note that the Detailed Project Report did not 
indicate the scheduled Jates of construction ofvarioUB works 
of the Project as the profile for manufacturing programme 
had undergone change. However, t~e management had fixed 
some target dates for completion of civil works and with 
reference to such schedules, there has been delays in com-
pletion of the civil works of shops ranging from 6 to 28 
months. It is a moot point whether the works have been 
completed :n all respects even now as no technical comple-
tion report has been finalised. The Committee need hardly 
stress the importanoe of preparing and finalising the com-
pletion Reports without loss of time for ascertaining the 
technical devilitions and financial excesses. The Committee 
also find that erection of plant and machinery in the ma.in 
production blocks of factory ran behind schedule. These 
delays are stated to ha.ve occurred due to non-receipt 
of steel in time, foreign exchange restrictions, belated reoeipt 
of 100 MW study necesz;itating re-examination of machine 
loading and processes, delay in execution of work by 
Contractors/Sub-Contractors and ina.dequacy~ of equip-
ment with cont.rdctors. The Committee recommend that 
Government should allocate high priority for steel to 
important development projects and ensure adequate and 
timely supply of steel either from indigenous plants or by 
imports so that civil works and schedule for erection of 
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plant and machinery do not suffer a set baok. The Committee 
need hardly point out that delay inIa plant ifor manu-
faoture of oap;tallgoods has. wide andiar reaching effects 
on the programme for development envisaged in~the Plan. 

81 3·24: The Committee find that in the~year 1966-67,~Hyderabad 
Plant had set a target to produoe one set of 12 MW but 
produoed 'none. During 1967-68 it produoed 'one set 'of 12 
MW against the.target of 2 sets of 60:MW. in 1968-'{m, the 
target was for 3 sets of 60 MW each but the actual produo. 
tion was 2 sets of 60 MW ~each. The Plant failed to achieve 
targets of production in )he subsequent years as well. The 
Committee find that by and large the same deficienoies and 
obstacles, whioh hampered the produetion in the previous 
Ye&fS, had continued to prevail during the year 1969-70 
to 1971-72 viz., delays in the supply of alloy steel oastings 
and forgings, both indigenous and imported and non-
attainment of expected labour effioiency. The Committee 
are surprised.that non-Supply.of forgingsjoa.stings oonti-
nues to be the major bottleneck I in many of the Under-
takings in achieving their produotion targets. The Committee 
feel that unless this problem is tackled with all serious-
ness and promptitude, the produotion performance of the 
Undertakings dependent on such castings and forging, 
oannot be expected to improve. The Committee recommend 
that Government should find out a solution by deploying a 
high powered Task Force of technioal experts so that this 
diffioulty is overcome. 

32 3·29 The Committee note that Hyderabad Plant had not been 
able to adhere to dates of delivery of sets quoted by it 
to its oustomers. While the Committee appreciate that 
oertain delays are inevitable due to the customers not being 
ready to receive the sets on aooount of delays in Civil Engi-
neering works at the site or laok of handling facilities, etc., 
the Committee stress that the Plant should striotly adhere 
to the delivery schedules aooepted by it. The Committee 
need hardly impress that non-adherence to due dates of 
the delivery .. and oonsequential delays have far reaching 
implications ... in as much as they accentuate the power 
shortage which adversely affeots the industrial develop-
ment. 

33 3·34: The Committee note that according to the studies made 
by the Management in April, 1969, capacity expected 
to be utilised at the Hyderabad Plant during 1969-70 
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an~ 1970·71 was 800 MW and 475 l\{W respectively, but 
in the study made in Deoember, 1969 theloapacity expected 
to be utilised was reduoed to 230 MW and 390 MW res-
pectively even though there was no pauoity of orders to 
be executed during these years. A further study made 
in September, 1970 revealed that the Plant plans to utilise 
capacity to the extent of 390 MW (3 X 110 MW and 1 X 
60 MW) in 1971-72. 440 MW (4 X no MW) in 1972·73 
and 560 MW (5xl00 MW and 1 x60 MW) in 1973-74. 

The Committee were informed that utilisation of capacity 
depended on three main factors viz., (1) order book position 
(ii) availability of speoial oastings and forgings and (iii) 
development of skills. The Committee find that though 
Hyderabad Plant went into production in 1965-66, and 
had more than 6 years experience in the line, yet inadequate 
development of skill continue to be advanced as one of the 
factors coming in the way of fuller development and utilisa· 
tion of capacity. This means adequate efforts have not 
been made in this direction so far. The Committee, there-
fore, recommend that Management should draw up a well 
coordinated and time bound training programme for develop-
ment of skills at all levels of workers and supervisors, in 
order to utilise the capacity of the plant at optimum level. 

The Committee have elsewhere made reconunendation 
for an advance oo-ordinated planning for the supply of 
forgings and castings by the indigenous manufacturers 
both in the Public and Private Sector. 

34 3·38 The Committee note that percentage of idle hours to available 
hours at Hyderabad Plant was 18·8 in 1967-68, 10·3 in 
1968-69, 8·7 in 1969-70 and 15·1 in 1970-71. The cost 
of total idle hours was Re. 1· 68 lakhe in 1967-68, Re. 2·39 
lakhs in 1968-69 and Rs. 3·76 lakhs in 1969-70. The 
Committee were informed that the main reasons for labour 
remaining idle for want of work in certain work centres 
when there were several orders on hand were the defects 
noticed in the castings and forgings during the course 
of machining, delay in receipt of critical castings and forgo 
ingB and other materials with consequential delay in the 
flow of aBBCmblies from one work centre to another and 
that in the initial stage of manufacture a certain amount 
of deviations in the manufacturing techniques and tooling 
was inevitable. Normally as the plant grows in experience 
and absorbs new skills, labour utilisation should improve. 
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The Committee however, find that Hyderabad Plant idle 
labour hours have inoreased from 8 . 7 % in 1969-70 to 15· 1 % 
in 1970-71. This steep inorease has been attributed by 
the management to strike and lookout preceded by go-slow 
tactics by employees. 

The Commitee stress the need for ooordinated action by 
Mana.gment speoially in the field of procuring orders well 
in advanoe and arranging the supplies of materials and 
quality oastings and forgings so as to made for optimum 
utilisation of labour and maohinery and reducing the per-
oentage of idle hours to available hours of work. 

The Committee have made horizontal studies on Personnel 
Policies and Labour Management Helations in Publio 
Undertakings. The Committee have no doubt that if 
implementations of reoommendations contained in tha.t 
Report is done. in letter and spirit will promote healthy 
relations with labour and avoid strikes and lockouts in 
future. 

35 3· 42 The Committee find that according to the exercise done 
by the undertaking in December, 1969 OIl the basis the 
prioe under disoussion by H.N. Ray Committee, Hyderabad 
Projeot was expeoted to incur loss (at landed cost) of Rs. 134 
lakhs in 1969-70, profit of Rs. 81 lakhs in 1970-71 and loss 
of Rs. 516 lakhs in 1971-72. As against this, the Project 
has actually incurred net losses of Rs. 331·01 lakhs in 
1969-70 and Rs. 101·00 lakhs in 1970-71. The Com-
mittee recommend that the reasons due to which the 
Project had continued to incur losses even though 
Consultants had forecast losses up to the 4th year from 
the commencement of produotion should be thoroughly 
investigated. The production in Hyderabad Project 
commenced in 1965-66 and accordingly there should 
have been no losses in the year 1969-70 and thereafter. 

The Committee are surprised at the statement that "in view 
of the uncertain position of the utilisation of capa.oity 
and the manufacturing programme, no definite idea as 
to the extent of lOBS likely to be sustained on aocount of 
non-utilisation of the developed capaoity oan be formed." 
When the undertaking has already worked out the progra-
mme of production and utilisation of oapacity to end of 
1973-74, the Committee feel that it is high time that the 
management apply their mind to this important question 
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estimate the losses/profits and accordingly take adequate 
precuationary measures and reduce their standing expenses 
with a view to develop competitive prices for the products 
and reach break even, point at the earliest. The Commit-
tee would also like Government to settle without further 
delay the price which the undertaking is to be allowed to 
charge for their 110 MW generating sets and other plants 
and equipments. 

36 3·46 The Committee are surprised to find that .. hough as back'as 
in July, 1970 it was stated by the Ministry that the inti-a-
duction of machine hour rates was under ~'active considera-
tion", the same had not been introduced as yet in the 
Hyderabad Plant. The Committee were informed by the 
Management in April, 1972 that this matter WaF! "still under 
active consideration." The Committee recommend that 
a decision on this question should be arrived at early and 
the Management Rhould ensure that scientific syRtem of 
cost control is adopted by the unit. 

37 3·50 The Committee note that the Detailed Project Report 
had not given any indication of the phalled development 
ofindigenon~ m'l,nufaeture and the Plant has been regulating 
the import of components and raw material according to 
certain levels based on the Agreement entered with M/s. 
Skoda export in April, 1967. The Committee ha.ve been 
informed that indigenous work content as meallured in 
Czech Standard Hours for each set has been steadily increas-
ing so thltt the Plant would be able to achieve self-sufficiency 
soon. The Committee recommend that the Plant should 
intensify its efforts to identify indigenous manufacturers 
who could fee-d the Plant with components/raw material 
of required specifications in substitution of the imported 
components and raw matf'rial. 

38 3·60 The Committee note that out of surplus machinery worth 
Rs. 51· 81 lakhs, only machinery of the value of Rs. 12· 49 
lakhs was awaiting disposal in July, 1970. The Committee 
would liko to be kept informed of the latest position. The 
Committee also recommend that a review of the inventory 
of machinery should be done periodically with a view to 
identifying surpluses and to deploy them in other fields 
8uitably. The Committee alRO recommend that manage-
ment should OD!'lUTe that purchase of machinery is under-
taken only after: thorough assessment of anticipated 
power load in close coordination with the Government. 
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89 3· 68 The CoIl1mittee hope that the Management will conduot 
performance appraisal on the same lines as indicated in 
their 15th Report on Financial Management. 

The Committee need hardly stress that internal audit report 
being an indicator to the Management about the efficiency 
or otherwise of the working of the undertaking should 
receive adequate and prompt attention so that deficiencies 
and lapses are rectified in time and the working of the 
undertaking toned up. 

40 4·4 The Committee find that at present Air-Blasts of 220 KV 
are being manufactured both at the Heavy Electricals(I) 
Ltd., Bhopo.l and Switchgear Unit, Hyderabad. The 
Committee are not happy that manufacture of the same 
type of products should be undertaken in two different 
undertakings in the public sector. Overlapping in the 
product-mix involves creation of production facilities 
at two different centres, leads to duplication of effort and 
loss of benefits of economy of scale. The Committee, 
therefore, reoommend that Government should explore 
the possibility of restrictin.g the manufactUre of the Air--
Blasts to the Undertaking best suited to it in order to 
secure uniformity of quality and derive maximum benefit 
from economics of scale. 

41 4·8 The Committee note that though the Unit entered into a 
collaboration agreement with Mis. !SEA of Sweden in 
April. 1965 for Retting up a Switchgear Unit for the manu-
facture of 145, 245 and 420 air-blast circuit breakers, the 
Company had not been able to secure orders for the last 
6 year for HVH 420 breakers in respect of which a technical 
fee amounting to Rs. 4·41 lakhs had been paid to the 
collaborators. It hall been explained that inclusion of 
these breakers in the licence agreement was based on 
the "overall power plan in the oountry made by the CWPC 
which envisaged 400 KV transmission grids in the country. 
This did not materialise due to general scaling down 
of the power plan in the country due to pruning of the plan 
targets." The Committee have, however, been assured 
that BEAS Design Directorate might place an order with 
BHEL for 8 breakers from January, 1975. The Committee 
regret to1note·the undue haste in widening the scope of 
the Unit"to inc:udo manufacture of 420 Air Blast Circuit 
Breakers without a proper demand survey for the produots 
to be manufactured ~and bope :that in future Government 
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would exerciAe ut,mO'lt care before entering into such finan-
cial commitments with foreign collaboratore. 

42 4 ·18 The Committee find that no specific targets for oompletion 
of the switohgear project were laid down. The Project, 
however, went into produotion in Ootober, 1966. During 
1966-67 the Project had fixed a target, to produce 40 Air 
Blast Circuit Breakers. This target was reduoed to 20 
breakers out of whioh 10 breakers were to be importt:d in 
completely knocked down condition. The Committee note 
that the Project however, actually produced only S breakers 
due to short receipt of the breakers in completely mocked 
down condition and delay in indigenous assembly due to 
non-receipt of test equipment. The produotion performance 
during 1967-68 however, improved but the po8ition~deterio­
rated during 1968-69 and 1969-70 due to'lack of adequate 
orders. During the 1970-71 and 1971·72, targets could not 
be aohieved due to strikes and lookouts eot. and delay 
in establishing indigenous castings. Though the unit has 
been able to secure orders up to 1973-74 enough to utilise 
the full oapaoity of the Plant, the (,,~mmitte note that the 
Unit could produoe only up to 70% of the rated oapaoity. 

43 4,-19 The Committee recommend that, sinoe the unit is in a 
position to book orders regularly, stepA Ahould be taken 
. to gear up the machinery to fuJI working oa paoity by ensuring 
timely supply of indigenous forgingFl and caRtings through 
sister undertakings like BEC etc. 

4-25 The Committee note that percent.age of idle machine hours 
to aVl1ilable hours has been incrflasing from 27 ·15 in 1967-68 
to 27 . 9 in 1970-7 i andftouohed a peak in 1969-70 to 29·76%. 
The Committee are concerned to note that there has been 
no signifioa.nt improvement in this direction. The idle 
machine hours due to 1aek of load worked out to 84% of the 
t.ot.al machine hours in 1967-68 find 1968-69 and 20% 
in 1969-70. Sinoe t.he Committee has been informed that the 
order book is now complete up to 1973-74, it should be 
possible for the Unit" to work to full oapacity a.nd ensure 
that all measures are taken to avoid both idle labour h011l'll 
and idle eapacity in machinery. 

44 4·34 The Committee underst.and that profitability studies were 
undertaken from time to time &Dd according to the 
latest report in December, 1969, full utilisation would be 
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achieved by 1978-74 resulting in profits from 1970-71· 
If the anticipatioIUI a.coording to profitability studies are 
to be achieved, it is necessary that adequate orders are 
booked by the Unit from now onwards. The Committee 
recommend that the Project should make all-out efforts to 
ensure an even flow of orders oocording to the anticipations 
in the profitability st.udy report. 

5·14: The Committee note th'lt. Tiruchy plant obtained in October, 
1967 "project documentation" from MIs. Skodaexport.. 
Czechoslovakia from the expansion of the Plant from 
750 MW to 2,000 MW. The Plant paid a. fee of Rs. 14·58 
lakhs to the supplier and incurred an expenditure of Rs.l· 09 
lakhs on travelling allowance and other miscellaneous items 
in oonnection therewith. In March, 1969, a Technical Commi-
ttee after a study of report submitted by MIs. Cumbustion 
Engineering Inc. ofU. S. A. in connection with survey for 
setting up another boiler manufacturing plant ooncluded 
that the revised outlook for power generation did not warrant 
the expansion of the Plant to 2,000 MW. BHEL are of the 
view that though the expansion did not take place, 
the expenditure of Rs. 15·67 lakhs incurred towards 
documentation, travelling allowanoe eto. oannot be regarded 
as infruotuous because detailed study undertaken joi.ntly by 
the Indian Engineers and C. S. S. R. Experts had helped the 
Company "to plan its activities of the production more 
oonfidently antioipating areas of bottlenecks and maximi-
sing product in work centres which are found to have the 
heavy potential." The Committee are unable to share this 

. view. The Committee feel that had the technioal examination 
of the outlook for power generation been done earlier and the 
demand 'assessed correctly. The expenditure of Rs, 15·67 
lakha oould have been avoided. The Committee would hardly 
stress the clear need for greater ooordination between the 
Ministries/Department,s to ensure that Plans and Program-
mes for power generation in the oountry are based on some 
firm indioations. 

46 5·22 The Committee note that the production in *e H. P. Boiler 
Plant in Tiruohy fell short of physioal ta.rgets hy 52·9 
53·9, 53'9, 4·8, 10·5 and 9-75% in the years 1965-66 to 
1969-70. The Committee were informed that the reasons 
for t:!hortfallin production were the diffic1lltiesin procurement 
of raw materials, particularly seamless steel tubes, quality 
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sheet steel, and piping billets eto. The Committee are surpris-
ed to find that while the Management complained about the 
difficulties of Procurement of seamless tubes, it had not cared 
to verify whether the seamless tubes procured by them were 
of proper quality and speoifioations. The defects in seamless 
tubes came to the notice of the Management in the first 
quarter of 1968-69 almost after one year of its procurement. 
Because ofthe inability of the Management to retrieve the 
position alternate action had to be taken by the Management 
to import the pipes in March 1969. The Committee would 
like to be kept informed as to how the seamless tubes which 
were procured through indigenous manufacturers were uti-
lised and if not utilised whether they had been disposed of 
in the best interest of the unit. 

47 5·23 The Committee feel that the unit should ha.ve made use of 
sister underta.k' ngs to procure indigenous seamless tubes 
for their use. 

The explanation of the Mangagement for tho shortfall in 
produotion that the targets were pitched deliberately high 
even though it was known that the targets could not have 
been fully achieved is not very convincing. The Com-
mittee recommend that the Management should take 
steps to fix realistic targets for production consistent with 
the production eapabilitics of the plant and the known de-
mands for the products. 

48 5·26 The Committee note that in TiruohyPlant "Idle Time" due 
to '1a.ck of materials' has increased from 2 ,7% in 1966-67 
to 7·4% in 1968-69 in terms of total available hours. Idle 
time due to other causes such as non-availability of oranes, 
electrodes, gas and/or cot;npressed air, wait in for clarifioation 
from production engineerings designs, inspectional lack 
of special and standard tools etc. had also increased from 
16·7% in 1966-67 to 68% in 1969-70. The Committee find 
that 'other causes' have been the major oontributory factor 
for idle hours. The Committee were informed that the per-
centage of idle time due to other causes to total idle time 
has decreased from 68 per cent in 1969-70 to 68 per oent in 
1971-72. The Committee feel that the elements oonstitutions 
'other oauses' are suoh as could be controlled by the Manage-
ment with proper planning and adequate preventive main-
tenanoe a.nd stricter inspection. The Committee also feel 
that idle time due to 'lack of materials' should be minimised 
by more efficient material pIarming and management. 
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49 ~. 82 The Committee note that while on the basis of orders up to 
1973-74, the developed capacity of the Boiler Plant would 
be utilised, in the oase of boiler fitting valves, it is not so. 
Although the Management have planned for utilisation of 
the oapacity except for four automatic machines on the basis 
of market surveys, the Committ;ee are not aware of the extent 
of orders firmly secured to ensure full utilisation of the 
machinery. The Committee would like to be kept informed 
of this and recommend that the Management should arrange 
to sooure long term and firm orders for valves production so 
that no portion of the developed oapaoity may remain idle. 

50 5·39 The Committee are glad to note that the Tiruchy Plant of 
BHEL has been able to secure large orders to totalling over 
Rs.ll orores for export of boilers to Malaysia. The Committee 
would like BHEL and Indian Consortium for Power Projects 
to intensify their export efforts 80 as to sooure larger 
orders from Malaysia and other developing countries. The 
Committee have no doubt that Government would extend 
all neoessary assistanoe to BHEL in order to sustain and 
step up the exports. 

As regards valves, the Committee are glad to note that some 
orders have been secured from such advanced countries as 
Germany. The Committee would like BHEL/Government to 
explore t.he possibilities of stepping up exports of valves. 

51 5·00 The Committee note the e:ffo~s made by Tiruchy unit to bring 
down their inventory from 21· 8 months consumption in 
1968-69 to 11· 4 months in 1970-71. The Committee also note 
that the stock of slow moving stores had been reduced 
from Rs. 92-04lakhs on 31-3·1970 to Rs. 58·14 la.khs on 
31-10-1971 by disposal and by transfer back to stores for 
utilisation with suitable redesign of boilers. It has however 
been admitted by the ManBgement that there has been no 
signifioant improvement in the stock of Rs. 2· 58Iakhs repre-
senting oonstruction stores items. The Committee reoommend 
that Management should keep the level of inventory under 
oheck and ooncentrate:on~exploring avenues.!.for disposal 
of oonstruotion stores item. 

The Committee note that the unit was having Rs. 92·04 
lakhs worth slow-moving stores inoluding Rs.:63Iakhs worth 
of seamless tubes. The~CommitteeJdepreciate that seamless 
tubes had been procured and lying surplus due to non-reoeipt 
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of orderR for Faridabad I and II and Amarkantak Power 
stations. Since orders for Faridaba.d Plant had been received, 
the Committee hope that the surplus seamless tubes would 
now be diverted to profitable use. 

52 ~. 62 The Committee note that in the detailed Projeot Report 
COJHmltants had forecast the Tiruchy Plant would inour 
logses up to the 4th year from the commenoement of pro-
duction (i.e. up to 1968-69). The Committee find that the 
Plant started earning pront even from 1967-68 the Srd 
year of production and the pront earned up to 1968-69 was 
Rs. 3·06 crores. The Committee hope that a close watch 
will be kept on factors which had t.o raise the cost of pro-
duction and affect economies wherever necessary to improve 
the profitability of the Plant in the years to oome. 

The Committee also note that on the basis of the profitability 
study made in October, 1970, the Unit is likely to make 
profit upto 1973-74. While this position may be feasible 
with reference to the orders for Boilers on hand, the Com-
mittee feel that the Rame cannot be said in regard to valves. 
At preRent the orderA outstanding on 31-3-71 were for only 
Rs. 230 lakhs which may cover only one year i.e. up to 
1971-72. The Committee, therefore, recommend that the 
unit should make all-out efforts to procure more orders 
for valves whichJwould ensure full utilisation of the ma-
chinery and thcianticipated result according to the ~ 
ntability studies. 

~3 5·68 The Committee find that for sometime past the casting system 
followed by Tiruohy Unit suffered from deficiencies like 
absence of norms of rejection/loss in different processes of 
manufacture, absenoe of record showing percentage of utilisa-
tion and idletime of machines .. absenoe of oomparative study 
of actual consumption of materials and labour with predeter-
mined estimates. It has been stated by the Management 
thnt in March, 1971 the Company has entered into a 
collaboration Agreement with MIs. Combustion Engineer-
ing Inc. USA and process of manufaoture\:were expected 
to undcrgo changes in the near future. It has also been 
stated that "norms of rejection will be fixed based on 
experienoe of the new processes".'IThe Committee are 
surprised to find that!the Tiruohy"Plant whioh went into 
production of Boilers in 1965 did not up:to 1971 consider 
fixing~norms for rejectionsJloss in different prooeues. The 
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Committee did not see why the question of evolution of 
norms of rejection/loBs should be deferred till new processes 
emerge. In these da.ys of rapid advancement of t.echnology 
processes of manufacture undergo changes every now and 
t.hen and therefore this can hardly be accepted as a valid 
plea for putting off the question of evolving norms of 
rejection and loss. The Committee recommend t.hat the unit 
should on t.he basis of the experience gained so far fix norms 
for rejectionsflosses for different processes of manufacture 
and review and revise them if necessary on the basis of such 
changes in the manufacturing processes that may be made 
for time to time. The Committee also r€commend that the 
management should maintain suitable cost records for 
ascert.aining actual labour costs and consumption of 
materials as compared to estimates in order to ensure 
effective cost control and oorrect fixation of prices of the 
products. 

54 1S·72 The Committee regret to note that it should have taken 
Tiruchy Unit so long to strea.mline the procedure for internal 
audit and bring it in the form of a Manual. The Committee 
are surprised to find that the Management have not cared 
to conduct any a.ppraisal of the performanoe of the unit till 
1970 and note tha.t a beginning ha.s been made only in 
August, 1970 that too in respect of one Deptt. The Com-
mittee hope that the Internal Audit Cell of the Plant would 
be aotivised to discharge the functions and responsibilities 
expected of it so that the Management can take advantage 
of the reports of internal audit in setting right the defects 
in working and improving its efficiency. 

55 6 ·11 The Committee understand that necessary measures have 
been taken by the different units of BHEL to replace the 
foreign personnel by Indians, for whioh purpose the Indian 
Engineers/Technioians are attached to the foreign experts 
for picking up work and thereby gain confidence. The Com-
mittee hope that the Undertaking will soon be able to build 
up the expertise neces86ry for running the plants indepen-
dently. 

56 6·22 The Committee note that in the Tiruchy Unit of BHEL, 
no incentive scheme has yet been introduced. The oommittee 
oonsider that as incentive schemes offer inducement to 
workers to give better individual and group performance, 
a.nd is one of the important factors motivating workers to 
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increase production, the Tiruchy Unit of BHEL should 
devise a suitable inoentive scheme with r'alistic parameters 
after making an expert study and in oonsultation with the 
workers. The CommitU!e have no doubt that if the incentive 
soheme is properly devised and implemented. it would result 
in greater production by the willing participation and 
cooperation of workers. 

57 6·26 The Committee foel that since the Mini8try of Irrigation and 
power is responsible for the dovelopment of power in the 
country according to t.he targets envisaged in the Fourth 
Plan and sinoe the BHEL is engaged mainly on manufac-
turing' machinery and equipment which are primarily 
needed by the Stat.e Electricity Boards and other t.limilar 
organisations engaged in generation, transmiRHion and dis-
tribution of power, it iR essential that there should be a close 
liaison between these Undertakings and a sense of partici-
pation and involvement, in the plalmed development 
of the country. The Committee recommend that the views 
of the Ministry ofIrrigation and Power may be ascertained 
and the question oonsidered oarefully from all angles with 
a view to ensuring coordinated development of generation, 
distribution and transmission of power in the oountry. 

58 7·6 The Committee note that the exist.ing debt-equity ratio of 
Bharat Hcavy Electricals Ltd. is 1· 72: 1 (as on 31-3-71). 
The Company have pointed out that t,he main raBOns why 
the debts of the Company were on the high side was that the 
50% of t.he project cost was financed by Government in the 
form of loans. Thus the project was burdened with heavy 
interest on loans before it could even attain full production. 
This liability increased with the passage of time and cash 
losses in the initial year were also met from Government 
loans. In para 1·13 or their 15th Report on Tinanoial 
Management in Public Undertaking' the oommittee had 
referred to this problem and suggested, ",An arrangement 
whioh appeals to t,he Committee is t.o capitalise interest 
liability daring the oonstruotion period and to write it off 
from profits in to later years." The Committee hope that 
while oonsidering the question of re-oonstructing the oapital 
structure of the Company, Government would show 
greater a.wareness of the problems of Capital intensive 
companies with long gesta.tion period in the initial years 
of production so that a Company whioh takes a heavy loan 
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to oover a part of its project oost does not find itself 
in a difficult position of having to pay interest even before 
commencement of production because such interest leads 
to further losses. 

159 7 ·16 The Committee note that aR on 30·11-1971, the advance and 
progress payments amounting to Rs. 29·96 crores are due 
from State Electrioity Board. The Committee find that 
on the one hand the State Eleotricity Boards seem to be 
unable to settIe these outstandings for want of funds and 
on the other hand the Company have written to the State 
Electrioity Boards that "if they do not, make advance a!ld 
progress payments as due, their set.s will not. b" plOgresRed. 
If this warning is carried out, the Committee feel, it will 
oreate an avoidable stalemate which in turn was bound to 
affect the programme for development of power generation 
in the Country. The Committee recommend that Govern-
ment should tackle this problem at the highest level in order 
to find an acceptable solution. 

60 7·26 Whilethe Committee are happy to noteth'l Heavy PresSUre 
Boiler Plant, Tiruchy in whose case capital expenditure 
up to March, 1971 was Rs. 24·33 orores had earned cumu· 
lative profit of Rs. 9·00 crores, they are rather distressed 
to find that the other two plants of BHEL had not shown 
encouraging financial results. Heavy Power Equipment 
Plant, Hyderabad and Heavy Electrical Equipment 
Plant, Hardwa.r had inourred oumulative losses to the 
extent of Rs. 115· 10 erores and Rs. 11· 59 orores as on 31st 
March, 1971 respectively. The Committee agree that as 
Heavy Electrical Equipment Plant is a sophisticated 
industry with a long gestation period, absorption of tech-
nology and acquisition of skill took some time. The oom-
mittee were assured during evidenoe that Hyderabad Unit 
is expected to make a profit in 1971-72 and that Hardwar 
Plant would make a porfit in 1975-76. The Committee 
recommend that Government should satisfy themselves that 
Hardwar Plant had incurred losses for the years and to 
the extent indicated in the Detailed Projeot Report and not 
more. If the quantum of losses had been more or if the 
period for which these lOSBtlIl were incurred was exoessive as 
compared to DPR estimate, the reasons should be investiga-
ted. Concerted efforts should be made to see that Hardwar 
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and Hyderabad Plants not only breakoven but also are ablo 
to wipe out the cumulative losses. 

61 7·29 The Committee note that Government are considering the 
question of setting up a revolving fund for Bharat Heavy 
Electricals Ltd. so that it could go ahead with its m.a.nufac--
turing programme. There is no doubt that if adequate 
orders are not forthcoming, the Company would find itself 
in a predicament in as muoh as its inventory ofraw materials, 
components and finished stooks would go up. 

If utilisation of spare oapacity leads to hi~h inventory, it 
would he a remedy which would be worRe than the disease. 
The Committee therefore, recommend that Government 
should see that adequate orders from State Electrioity 
Boards are pla.ced so that oonoept of Revolving Fund 
devdops into a success. 

L/B(D)JLSS-J,NO-J6.5·72-GlP8 
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