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INTRODUcrION 

I, the Chairman, Committee on Public Undertakings, having been 
authorised by the Committee to submit the Report ~n their behalf, present 
this Si~-fifth ~eport on the. Action Taken by Government on the 
recommendations contained in the Fifty-Second Report of the Committee 
on Public Undertakings (Fifth Lok Sabha) on Indian Oil Corporation Lt4. 
(Refineries Division excluding Pipelines Section). 

2. The Fifty-SCCOnd Report of the Committee on Public Undertakings 
(Fifth Lot Sabha) on Indian Oil Corporation Ltd. (Refineries Division 
excluding Pipelines Section) was presented to Lot Sabha on the 29th April, 
1974. The replies of Government to ell the 48 recommendations contained 
in the Report were received by the 27th February, 1975. Further 
information was called for in respect of recommendations at serial Nos. 1, 5, 
14, 15, 17, 18, 21, 22, 24, 31 aDd 46. The requisite information was 
received from the Ministry by the 9th April, 1975. 

3. The replies of Government were considered by the Committee at 
their sitting held on the 18th April, 1975 and the Chairman was authorised 
to finalise the report and present the same to the Parliament. 

4. Thi Report has been devided into the following five Chapters:-

(i) Report. 

(li) Recommendations that have been accepted by Government. 

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

(iv) Recommendations in respect of which replies of Government 
have not been accepted by the Committee. 

(v) Recommendations in respect of which final replies of Government 
are still awaited. 

5. An aD81ysis of the action taken by Government on the recommenda-
tions contained in the Sixty-Fifth Report of the Committee is given in 
Appendix II. It would be observed, therefrom that out of the tatal number 
of recommendations made in the Report, 48 per cent have been accepted 
by Government. The Committee do not desire to pursue 25 per cent of 
the recommendations in view. of Government's replies. Replies of Oovem-

(vii) 



(viii) 

ment in respect of 17 per cent recommendations have not been accepted 
by the Committee. Final replies of Government in respect of 10 per cent 
of the recommendations are stilt awa:ited. 

NEW DELHI; 
April 2S, 1975. 

Vaisakha 5, 1897 (Saka). 

'NAWAL KISHORE SHARMA, 
CJuMrman, 

Committee on Public Undertakings. 



CHAPTER I 

REPORT 

A. UTILISATION OF CAPACITY OF ATMOSPHERE UNIT III 

Rec:oaUneadadoDS Serial Nos. 1 aad 2, Paragraphs 1.17,1.13 and l.Jl 

The Committee on Public Undertakings (1973-74) noted that the 
Atmospheric Unit 111 at Barauni was approved by Government on the 
basis of an assurance given by ONGC that additional crude would be 
available from Rudrasagar and Le.kwa oil fields and the presumption that 
it would be transported through the OU India Ltd. pipeline from Moran 
to Barauni by upgrading its cap&\.;ity and by expanding the crude oil 
conditioning plant at Moran. Although the Unit was commissioned in 
January, 1969, it had to remain idle/underutilised for want of indigenous 
crude as no reasonable agreement could be reached between the ONGC 
and the Oil India Ltd. regarding the tariff for transportation of ONGC 
crude through the crude oil pipeline of Oil India Ltd. Only en interim 
agreement between ONGC and Oil India Ltd. could be reached in March. 
1971 after protracted negotiations lasting for more than 4 years. When 
the negotiations were still going on, the Government decided in December, 
1969 to set up a new refinery in Assam to proc:ess the Assam crude and 
to permit the Barauni Refinery to secure crude for its third unit from other 
sources including import. As a result, the utilisation of the available 
capacity was held up and modifications were proposed to be made in the 
refinery for processing imported crude at an estimated cost of Rs. 7.7 crores 
and a new pipeline was required to be laid from Haldia to Rajbandh at 
a cost of Rs. 6 crores. Meanwhile, processing of the imported crude in 
the unit was started from December, 1972 and it could process 5 to 7 lakh 
tonnes per annum after minor modifications. From December, 1972 to 
31st March, 1973, 1.3 lakh tonnes of imported crude had been processed 
in this unit. 

The Committee expressed their regret that because of the de'ay in 
erriving at a decision about the tariff for transportation of crude through 
the Oil India Pipeline, the Atmospheric Unit III which was commissioned 
as early as January, 1969 had to be kept idle or under-utilised, resulting 
in a national loss of the order of Rs. 6 crores per annum in terms or 
foreign exchange and Rs. 17 lekhs per annum on account of interest and 
depreciation charges alone. The loss would be more if the cost on account 
of personnel was also added. The under-utilisation of the Unit had also 
affected the workinJ of the Kerosene Treating Unit and the consequential 
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revenue loss was stated to be of the order ot Rs. 15 lakhs during the period 
1969-70 to 1972-73. The Committee were informld that as the quantum 
of imported crude increased the Kerosene Treating Unit 1 which was in 
operation would become progressively UDderutilised. 

11 was admitted during evidence that the Bacuuni Unit ooukJ haVQ 
been planned or a more diverse quality end wide range of crude than 
was dOlle. The Committee felt that had this been done, the Corporation 
would not have been faced with such a situation as indicated above. 

The Committee took a setihs view of the huge loss suffered by the 
Government/Corporation as a result of taking up the expansion of me 
Barauni Refinery first on the basis of indigenous crude and later switch-
ing over to imported crude. 

The Committee recommended that the entire matter IIhcNJd be 
thoroughly investigated by a high level Committee so that the shortcomiD8l/ 
lapses at different stages were pin-poiJHed to obviate such costly lapao 
in future. 

In their reply the Ministry havestatod as follows:-

"Towards the end of November, 1966, ONGC took up with OIL 
the question of transportation of itS: crude throuah OIL's 
pipeline. After discussion between the ONGC and OlL the 
broad outlines of the project were settled. ONGC wanted 
OIL to increase tho pipeline capacity for transportation of 
crude from Moran to Barauni upto 1 million tonnes per 
annum. Preliminary investigations carried out by OIL indi-
cated that this would require additional pumping capacity 
from Moran down to Barauro and facilities for conditioning 

additional supplies of crude at Moran. 

As the basis of charges demanded by OIL was not clear, Govern-
ment decided to appoint a Committee presided over by Chief 
Cost Accounts Officer to work out aAIi arrive at a reason-
able schedule acceptable to boUl the pllfties. While this 
group was exammmg the tariff question, by July, ~ 968., 
ONOC had laid a pipeline link..Utg Lakwa oil, fie~d to the 
pipeline station at Moran. The transportation of ,ONOC 
crude through OIL pipeline e:ommenced 08 20th August, 1968. 

,', 
The ItGroUP under the Chairmanship of Shri Krishnan submittOO 

, its report ill April, 1969. With. the divergence of views on 
,IT(' basic issues, the Committee failed to reach unanimity. In 
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view of the divergence of views held by the representatives 
of ONGC and OIL, further col1SUltations with both the orga-
nisations became necessary before the Mirustrj could formu-

late a pr()posal which would be reasonable and acceptable to 
both the parties. . 

Coasidering the complexity of the problem and divergence of the 
views between the OIL and ONGC, the time taken in arriving 
at a compromise cannot be regerded as unduly long. In any 
case, it did not affect the transportation of ONGC crude 
through the pipeline which commenced on 20th August, 1968 
anet continued uninterrupted. In view of the decision to 
construct a new refinery in Assam, the question of expanding 
the capacity of the OIL pipeline to supply an additional one 
million tonne crude to Barauni Refinery was not pursued at 
that stage. Marginal increases in the capacity of the pipeline 
were achieved by changing the plungers. The amount of 
ONGC crude transported through OIL Pipeline during the 
'! years from 1970-72, is..indicated below: 

1970 1,68,097 Tonnes 

1971 %,91,568 Tonnes 

197% 3,71,555 T<>nnes 
----_.-. --------

It will be seen from the above that though discussions went on 
between OIL and ONGC with regard to tariff for transport-
atioft of ONGe's crude by OIL, these discussions did not 

prevent tnmsportation of available ONGC's crude through 
t~ 'OIL India, Limited's pipeline." 

", . 

~t has been further stated that: • 

"With the decision of Government in December, 1969 to locate 
additioool refining capacity in Assam, it became necessary to 
obtain ccude from other sources for processiag in the third 
unit of Barauni Refinery. This also meant utilisation of the 
pipeline between BarauDi and Haldia for transport of crude, 
Tankages had to be oreated both at Heldia and Barauni for 
receipt of crude and subsidiary products pipeline had to be 
con.teuded from HaJdla to Raj1Jandh to facilitate product 
movement to Haldia. 
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Since the refinery was constructed for processing sweet crude, at-
tempt wes made to locate imported sweet crude. The Minas 
crude of Indonesia which is sulphurless was thought of, but 
it was found to be highly wuy and could not be pumped 
through the pipeline from Haldia to Barauni. This crude was 
therefore rejected. A new sweet South-East Australian crude 
was also considered but the cost even in 1970 was $ 2 per 
barrel and transportation cost was not less than 50 cents per 
barrel. Sweet crude from North Africa was also considered 
but rejected because of high FOB and CIF costs. 

The possibility of supp:ying processed synthetic crude from 
Kuwait was also considered but Kuwait could supply this type 
of crude only by 1973 and wanted a 10 year contract for sup-

ply of synthetic crude and fuel oil. 

Processing of imported crudes like Aghajari, Rostam and Murban 
was also considered. In the case of Aghajari and Rostam 
crudes, secondary processing facilities like hydrocracker ap-
peared necessary and investment on the refinery was estimat-
ed to be 'about Rs. 17 crores with a foreign excoonge com-
ponent of 40 to 50 per cent. In the case of Murban crude, 
investment was estimated around Rs. 2 crores. 

The Ministry have' now stated that in November, 1970, it was 
decided to modify the refinery to process imported high sul-
phur crude. Investment approval of the modification was 
given in June, 1971. 

In view of increased availability of indigenous Assam crude it has 
now been decided that the Barauni Refinery will operate at 
its full capacity of 3 million tonn~s 01). indi~~~o.Wi crude only, 
The scheme for mpdi~Utlbii ~r ,he . Bai"aun~ RBJinery which 
Wi\!!. ill its preiiminary stages has, therefore, been grv~n .. up. 
Expansion of the OIL INDIA pipeline up to Barauni is W'~ 
taken up to enable the pipeline to. carry enough indigenous 

crude to Barauni and to enable it to operate at its full capa-
city. With increased quantities of indigenous crude processed 
in the refinery, the utilisation of the KTUs will also improve. 

The adverse factors affecting the profitability of the refinery in 
processing imported crude will also get eliminated with the 
processing of larger quantities of indigenous crude. h 

The Committee enquired about the total expenditure· incurred on the 
modification of the Barauni Refinery, during 1971 to 1974. It has been 
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stated that the actual expenditure incurred on the project during this 
periOd is Rs. 42 lakhs. * 

In paragraph 2.32 of the 52nd Report Committee on Public Under-
takings observed that the delay in coming to a final decision on the im-
plementation of Government's decision, regarding the setting-up of the 
additional capacity in Assam had resulted not only in non.utiIisation of 
the capacity available in the Barauni Refinery and the 'processing of the 
available indigenous crude in Assam but also delayed the creation of 
additional capacity in the public sector. 

In their reply Ministry have stated that the de'ay in implementing the 
decision was because the issues involved were quite complex end needed 
detailed consideration. 

With regard to the utilisation of available capacity, in the Barauni 
Refinery Ministry have stated as follows:-

"However, it was not possible during this period to utilise the 
extra capacity available in the Barauni Refinery because for 
carrying crude to Barauni. Substantial investments were 
needed not only for establishing a crude oil conditioning plant 
but also additional pumps on the pipeline to expand the pipe-
Jine capacity. With the decision to set up the Bongaigaon 
Refinery. such investments to enable Berauni to procells addi-
tional 1 million tonne of indigenous crude were not considered 
economically justified at that stage." 

It has been added that: 

"In view of the above. Government consider that the investijlation 
by a high level Committee as recommended is not necessary." 

The Co~mittee are informed that willie a Committee appointed by 
Government was eJ(amlnm, the tarlft question with regard to tranllporta-
tion of crude through the OIL pipeline by July, 1968. ONGC had laid a 
pipeline linking laba 011 field to the plpellnl'l station at Moran. The 
transportation of ONGC crude throuRh OIL pipeUne commenced on lOtb 
August, 1968. It hJIS been held that the time taken in arrMoR at a c0m-

promise did not a8'ect tbe tnmsportafion of crude. The Committee, 
however, find that as Il28wt the ca.,.lty of 10 lalth tolUlell per annum 
the esthn.ted quantity of Assam crude processed in Atmospheric Unit m 

\II At the time off actual veri1lcation oftbe Ministry in their O. M. No. I S-3"fOu/R !'S' 
OR-I dated 13-4-I97~ havestated that IOC have intimated that the infructuous expmditure 
15 Rs. 34'13 iatJu whUe the toal expenditure is RI. 42 Jatm. 
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was only 0.24 )aim tonnes, 1.6 lalms tOlllles and 1.20 tonnes during the 
years 1969-70, 1971·72 and 1972·73 (upto November, 1972) respectively. 
The utilisation of capacity during 1970·71 was nil. In this connection. 
the Ministry have stated that it was not possible to utilise the entire capa-
dty available in the Barauni Refinery because for carrying crude to 
Barauni, substantial innstmenfs were needed not only for establislring a 
crude oil conditioning plant but also additional pumps on the .pipeline to 
expand the pipeliDe capacity. With the decision to set up the Boapipoa 
refinery suc:h Investments to enable the Baraunl to process additional I 
million tonne of indegenous crude were not considered economically 
justified at that stage. As regards delay in processing of imported CnIdc 
it has been stated that since the refinery was coastructed for processl .. 
sweet crude. attempts were made to locate imported sweet crude. In 
November, 1970, it was. however, decided to modify the refinery to process 
imported high sulphur crude. It has been stated that an e«pCndituft of 
Rs. 42 lakhs has already been iacurred in ~ing out ...... cadons in 
the refinery in order to process imported crude. An expenditure of 
Rs. 34.73 Iakhs is stated to be lnfractooos. 1t has DOW been decided to 
switch back to processing of indigenous erode because of the mcreased 
availability of Assam Crude. The scheme regarding Dlodlfication has. 
therefore, been given up. 

Th(\ Committee regret to obse"e that the frequent daanges in the 
decision of Govemment/Corporation with .... rd to tile type of crude to 
be processed and delays ill taking dedsions at ".nous shIRes have not 
only resulted in under-utilisation of B_auni Relbety but rendered the 

. expenditure on modUication already done to the extent of Rs. 34.73 lakhs 
infructuous. The Committee are not sure that as a re!lult of tile latl'St 
decision to process indigenous crude further modification may Dot he re-
quired necessitatinJE additional expenditure on thi5 account. The Com· 
mlttl'C therefore reiterate that all asped5 relating to under-utilisation of 
Barauni Refine.,. since the commissioning of Atmosphel'ic Ualt 01 in-
cluding the total loss on account of such under-utilisation and' expencllture 
on modifications, should be thoroughly investirated so that shortcominl!s! 
lapses at different sta~s are pinpointed to obviatl' ~uch costly lapses in 
future. 

B. HALDTA REFTNERY-PROJECf ESTIMATES 

(Recommendation Serial No.4) 

The Committee on Public Undertakings (1973-74) took a ~erious 
view of the fact that Government proceeded with the setting up of the 
HaJdia Refirtcry without preparation of a Project Report and without a 



, 
precise idea as. to what the project would ultimately ,cost. 1t.was ~y 
in lattuary, 1970 that the Corporation prepared detailed estimates of cost 
for Rs. 71.44 crores. The estimates were, however, revised to Ri. 67.51 
crores, and sent to Government in September, 1970. Government ap-
proved the Project cost estimates of Ri. 67.50 crores only in July. 1972 
i.e. after a lapse of about two years. 

, The Committee were informed that the revised estimates as approved 
lYj Government were not final and the project cost would go up due to 
delay in the Commissioning of the Refinery, and the eKtent of revision 
would be worked out only after the completion of the project. The Com-
mittee stressed that revised estimates of the project should not be treated 
as a mere completion report but should &erve as an instrument of finan-
cial control. The Committee. therefore, recommended that the Corpora-
tion/Government should finalise the revised estimate of the project without 
any further delay. The Committee also stressed that the implication of 
the increased capital investment on the economics of the Project should 
be critically gone into and brought to the notice of Parliament 811 recom-
mended by the Committee in paragraph 2.20 of their Thirty-Ninth Report 
(Fifth Lok Sabha). 

In reply it has been stated that as against the revised cost estimates 
of Rs. 67.50 crores till 31st March, 1974, an amount of Rs. 63.88 crore~ 
has heen spent on the project and an expenditure upto an amount of 
Rs. 71.73 crores was expected to be incurred till 31st March. 1975. The 
fuel sector of the refinery had been commissioned and the lube sector W8!1 

expected to be completed by end of 1975 TOC would approadh the G~v­
emment with revised cost estimates if the estimaled cost exceeded 10 per 
cent of the revised cost estimats alrady approved. 

With regard to the Committee's observation that the imotication of 
the increa!led capital Investment on the economics of the project should 
be critically j!one into and brought to the notice of Parliament as recom-
mended hv the Committee in oaral!raph 2.20 of their 39th Report 01'1 
Pyrites. Phosphates and Chemicals Ltd. it has he~n stated that this rel'om-
mendation (para 2.20) wes separately under consideration hv the Depart-
ment of Fertilizers and Chemicals in consultation with th(' Ministry of 
Finance. 

The Commlffel'l were Informed bv the Mlnhfrv on '27th Febnaarv. 
19'75. thaf a.~ a __ t the ft1'f_ C'ftfIt ~mlfts fer R,,- ".50 croft!ll an 
anIOn.' of Rill '3 88 ~ro'res ... heeft ~nt on the Rill""" nmled unro 
3bt Mardi. 1974 a_ .. Rmo_ of Rlil. 71.73 WIt!ll eue«'fed til .... 18-
n11"red ftn 3hf Mardi. 1in5. T'h~ Cn ... ~ ftifertlfe ",at ",'II ("Ad'-

pnrafkln 6oo1d A.llhe the revised e!dl"'Mes of ffIe proJect wlHIn ... delay. 
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Government should also (rltblly 8DIIIyse tile 1'eUOIII for IDcreue 
in the cost estimates and the elect of sucll increase on the profitability of 
the project. 

In tbis connection, the Committee would like to invite the attelitloa 
of Govemment to their recommendtaion in paragraph J of their Forty-
Eighth Report on the- Action Taken by Government on the recommenda-
tions contained in their Thirty-ninth Report on Pyrites, Phosphates aDd 
Chemicals Ltd. and reiterate that the impikation of tbe increased capital 
investment on the economics of the Project should be critically broulht to 
the notice of ParOament. 

C. KEROSENE TREAtiNG UNIT-BARAUNI REFINERY 

(Rec6mmendation Serial No. 20) 

The' Committee on Public Undertakings (1973-74) found that the 
Kerosene Treating Unit II which was set up at a cost ot Rs. 1.24 crores 
in December, 1965 was practicelly idle since its commissioning except for 
93 days in 1968-69 and 80 days in 1969-70 when kerosene Treating 
Unit I was shut down. Government, however, expected that this could 
be utilised when Atmospheric Unit, n went on s,tream. Even after At-
mospheric Unit III started processing imported crude, Kerosene Treating 
Unit II could not be operated as the kerosene obtained from the Middle 
East Crude did not require sulphur dioxide extraction. It was, therefore, 
decided to utilise Kerosene Treating Unit II in the Bongaigaon Refinery 
which was expected to be commissioned by 1976 and the cost of dismant-
ling and installing the unit at Bongaigaon Refinery was to be Rs. 25 lakhs. 

The Committee felt perturbed that the Kerosene Treating Unit II was 
set up at a cost of Rs. 1.24 crores without proper planning and without 
a proper assessment of the feed stock that would be available for proces-
sing. thus resulting in unnecessary locking up of capital for almost 11 
years ti'l the commissioning of Bangaigaon refinery. 

The Committee recommended that the matter shoU'ld be thoroughly 
investigated with a view to fixing responsibility for the huge loss suffered 
by the Refinery. 

The Committee also found that though the Ker08e'ne Treating Unit I 
was stated to hGve an in-built capacity over and above its designed capa-
city. its utilisation was onty of the order of 68.7 per cent and 75.6 per 
cent during 1966-67 and 19618-69 respectively. The utilisation during 
1969-70 to 1972-73, howev.er, ranged from 1 06 per cent to 132 per cent. 
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The utilisation in 1970-71 was as high as 132 per cent. The Committee 
desired that the actual in-built capacity of the Unit should be properly 
assessed so as to enable the Refinery to utilise it to the maximum and to 
correctly evaluate the performance. 

In their rep~y the Ministry have stated that at the time the kerosene 
treating units were designed, it was expected that most of the straight run 
kerosene from crude oil distillation as we~1 as kerosene fraction from the 
coking unit would be treated in these units for the production of superior 
kerosene. When the Bamuni refinery went on stream, it was found that 
the quantity of inferior kerosene feedstock that could be processed in the 
Barauni Kerosene treating units was much less than the design capacity 
of the units. 

It was not necessary to run the kerosene treating unit at Barauni to 
full capacity for processing inferior kerosen:: into superior kerosene, as 
one of the units had sufficient capacity to process the feedstock available. 

When imported crude was processed in Barauni and atmospheric unit 
III also started functioning, it was not necessary to operate the idle capa-
cit} of the KTU 2, because kerosene produced from Middle East crude 
did not require sulphur dioxide extraction. It has been added that it is 
now expected that Barauni's 3rd million unit wou'd be operated on crude 
oil from Assam and at that time it is expected that the second KTU unit 
wou!d Giso be utilised. 

In regard to assessment of actual inbuilt capacity it has been stated 
that since the present conditions and operations of the kerosene treating 
unit arc different any test runs to cst'lblish the inbuilt capacity of the 
units under design conditions may not be of much practical value. 

De Committee have already recommended that the maUer regarding 
the unie-r-utilisation of the Barauni ~finery since the commissioning of 
Atmospheric Unit III should be thoroughly investipted. They reiterate 
that the under-utilisation of Kerosene Treating Unit n in !IO far 88 it was 
due to under-utilisation of Atmospheric Unit III should also be invetfl-
rated in order to pinpoint the lapses. 

The Committee also stress that the extent of utDlsation of capac:ity of 
both the Kerosene Treatin~ Units should be realistically aansed accord-
in~ to the present availability of crude so all to enl'lUre their maximum 
utillsatioR. 

5 IoLS-2 



to 
D. LUBE OIL COMPLEX-BARAUNI REFINIERY 

(RKommendatioD Serial No. 22) 

The Committee 00 Public Undertakings (1973-74) noted that though 
the Lube Oil Complex of the Barauni Refinery was originally designed to 
produce four Lube base stocks, it was not possible to produce all thc 4 
grades of oil because of defects in the crude vacuum unit due to defec-
tIve design and certain additions were required in the plant. Conse-
quently, the plant remained under-utilised from 1967-68 to 1969-70 re-
sulting in a loss of about Rs. 50 lakhs during this period. The Committee 
were informed that rectification of defects was not carried out as it involv-
ed a huge amount of money and a long period of shut down. What was 
more Slurprising was the fact that the Corporation discover later that the 
4 grades of oils planned to bc produced were low grade oils and could 
not meet the specifications of the products which were in demand in the 
market. It was also found that Digboi Refinery had increased the pro-
duction of oils which could meet the market demand. As a measure of 
diversification, the Corporation took up production of 800 pale lube oil 
in March, 1969. The Committee also noted that the compounding faci-
lities for base stock of lubricating oil and additives created at a cost of 
Rs. 29 lakhs remained under-utilised as on~y one grad;! of oil wa~ bcin~ 
produced which did not require blending. 

The Committee took a serious view of this huge loss due to under 
utilisation of the Plant and the non-utilisation of facilities which in their 
opinion could have been avoided if the complex had been created after a 
detailed market survey of the demand for products and proper planning. 
The Committee recommended that the matter should be thorou~hly inves-
tigated in order to fix responsibility for this serious lapse, and to de"ise 
suitable measures to ensure that such costly lapses do not recur. 

In their reply the Ministry have stated that the factors leading to the 
under-utilisation of the Lube Oil Complex and nen-utilisation of the hlend-
ing facilities have been thoroughly investirrated by a Te-chnical Committee 
set lip by roc (Refineries Division). 

According to the Technical Committee, the Market and Distribution 
Study conducted by well-known firm. Arthur D. Little Inc. of Campbridge, 
Massachusetts in behalf of Mis. Foster Wheeler Corporation, who were 
appointed as consultants to prepare a Technical and Economic Surve" 
Report, had established the demand for Lubricating oils in India as 
211,000 tons in 1957. 

Tn March 1961 on the advice of the Russian specialists who had by that 
time completed the pilot plant studies, it was decided to manufacture 
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12,000 tonnes of motor oil and 34,000 tonnes of industrial (machine) oils 
in the complex. 

As against the original schedule of 1964. the Lube Oil Complex came 
on stream towards the end of 1967 and by that time the situation had 
changed considerably. As against the expected production of 15.1:100 
tonnes in 1961, the Dig'hoi Refinery was producing at the rate of M,UUU 
tonnes of LVI oils in 1967-68, thus saturating the market particularly in 
the viscosity range available from Barauni. The Indiart Oil Corporation 
had also entered into a collaboration agreement with Mobil and was selling 
over 100,000 tonnes of premium motor oils and industrial oils of interna-
tional quality either imported as such or blended from the imported HVl 
lube base stocks and additives in the blending plants established at Bombay 
and Calcutta.· The Technical Committee has reviewed design/operation 
of the Lube Base stocks and has observed that a better vacuum column, 
designed to produce a higher viscosity stocks (as it was later done for the 
Lube India and Madras Refineries) could have served the purpose better as 
the demand for higher viscosity stocks is always more as compared to 
lower viscosity stocks. 

The Committee has also observed that as the detailed project report 
prepared by the Russians did not envisage the receipt of any outside atock 
for blending with the base stocks p~oduced in the refinery, no facilities 
were included for this purpose. Later on, it was realised that the inclusion 
of such facilities could have increased the flexibility of the refinery 8Ild 

--_._-_._-----_._----
.. At th! time of factual verification IOC in their letter No. A/CPU /Gen/73-74-VOLII 

datod 22-4-75 have stated as follows-
Th~ 1962.-1963 agreements envisaged the import of finished products and import 

of base stocks and a-Jditives for local blending. Initially, both HVI and LVI base stoclt~ 
w !re impJrted but w!l~n th: Digb)i R ~fin~ry increased its production capacity and Barauni 
starled producinl' LVI base stocks, the imp.Jrt of LVI base stocks Was restricted to only 
these stocks outSide the viscosity range of Digboi and Baraui. IOBL was then blending 
under M"bU's agreement mainly premium oils using HVL base stocks not manufactured 
either by Digboi or Barauni. (Later when Lube India and MRL Lube' plants came on 
str:am, the import of HVI base stocks Was also restricted . 

. The qreement with Mobil as revised in 1968 specifically provided for the use of any 
in llgeneou~ base stocks manufactured in India by IOC or its dillates from indi~nous or 
imported cruie oil and, any base stocks ilnported into India by reason of 'barter or otMr 
arrangements concluded by or at the instance of Government of India. 

Tb.u~ it was not the M'lbil agreement which stood in the way of utilising the produc-
tinn from Blrau'li. It w.1~ th~ ex:c's availability of th~ low viscosity (LVI) bue stocks 
fr"m Digb.)i an i Barauni. Tb.e desijn of the Barauni Lube Plant envisagedthe produc-
tion of60 VI S,\E 30 ba\e stocks to the extent Ofl ~,ooo tonnes per year meant for prOduction 
ofmltoroils, It was, however, realised that motor oils produced frem [ueh Barsuni 
stJck~ w.:>uld be slig:\t1y inferior to the _premium quality motor oils manufactured 
with mobil tech 1010gy fl'om imported HVI stochs 90 VI and above dnce theRe 
w.n stiff c.>l'Qp~tition with other international oil companies and the economies ofproduc--
tion of 60 VI at Barauni was also not favo_rable, a decision to make only one atoct of 800 
pa~e ofles~ than 30 VI ultimately proved to be the most optimum (rolll coat of production 
pJlnt of view. 
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enab'ed it to produce finished lubricants readily acceptable by the market. 

The Committee has attributed the main reasons for the under-utilisation 
of the Complex in the initial period to (I) design and operational problems 
at the refinery and 2) marketing problems. 

The Technical Committce is however, of the opInion that 'since the 
refinery design was based en the market study specifically prepared by the 
well-known and experienced international firms namely Foster Wheelers 
and Arthur D. Little and the design i~self was prepared by the USSR 
technical consultants, at a time when the indigenous experience -available 
to Government in respect of lube oil relming and marketing was negligible, 
the factors that led to the !.Inder-utilisation of the lube complex and non-
utilisation of the blending facilities could not have 'been fore seen and pro-
vided for. Hence, we arc unable to assign the responsibility for the loss 
sustained on any individual or organisation." The Ministry have added 
that IOC has by now gained sufficient technical knowledge and experience 
and will, therefore, endeavour to adhere to sound principles of project 
engineering in future so th'at costly lapses as in the case of the setting up 
Of the Lube Oil Complex at Barauni do not recur. Changing market con-
ditioos in respect of crude oil and products can, however, upset the pro-
duction of any plant as it is not possible or advi~able to introduce unlimited 
flexibility. 

The Commitlee regret to note that there h~ been delay of about 3 years 
in the !letting up of the lube oil complex in the Barotlni Refinery. As 
against the o,rlginal Schedule of 1964 the complex came on stream .• owards 
the end of t 967. 

The Technical Committee which was set up to go into .he Ifactors lead-
ing to the under-utiIL"ation Of the Lube Oil Complex bas s.ated that by the 
time the Lube Oil Comp!ex was ready the situation had changed consi-
derably. As against the expected production of 1S,800 tonnes in 1961, 
the Digboi Refinery was producing at the ratc of 64,000 tonnes of LVI oils 
in 1967-68, thus saturating the market particularly in the viscosity range 
anilable for BarauRi. The Indian Oil Corporation had also entered into 
a collaboratiOn agreement with Mobil l'nd was sellinl over 100,000 (oones 
oJ premium motor oils anel industrial oil of international quality either 
imported or blended from the importerl HVI lube base stock. 

The Technical Committee hlL'i attributed the main reasons for the 
under-utlDsation oJ the Cf'mplcx in the initial periOd to (i) designs and 
opendional problel1lS at the refinery and (ii) marketing problems. As 
regards design/ operation of the lube base stocks the . Committee has 
observed that a better vocuum cO,lomn. designed to produce a hiper-vis-
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cosity stocks could halVe served the purpose better as the demand for higher 
viscosity stocks is alway. more as compared to lo.wer viscosity oU. The 
market study was prepared by a U.K. firm and design was' prepared by the 
USSR Tedtnical Consultants. It has been held that al that time the Indi-
genous experience available to Government in respect of lube 00 refinery 
and marketing was negligible. and thel't'!lore the factors that to uoder-
utilisation of lube complex and non-utilisation of blending f&dUties could 
not have been foreseen. 

The Committee feet that at least in regard to market survey tQtaI depen-
dence on a foreign firm should have been avoided and Indian expertise 
should have been associated with such studies. The Committee hope tJaat 
with the knowledge and experience now gained by the CQl'Poration such 
lapses wm not recllr hi future. 

E. UTlLISA TION OF THE BITUMAN UNIT 

(Recommendation Serial No. 23) 

The Committee on Public Undertoakings (1973-74) observed that the 
Bituman Unit of the Barauni Refinery was set up in November, 1966 at 
capital cost of Rs. I crore, without proper investigation whether bitumen 
suitable for plains could be produced from Naharkatiya food stock. Neither 
the Indian Standards Institute nor the Central Road Research Institute 
were consulted in the matter. The Committee were surprised that the lSI 
specifications already available {or producing bitumen with Middle East 
crude were blindly adopted as a guide for producing bitumen from Assam 
crudc. The result was that the unit remained idle/under-utilised since its 
inception. Even after carrying out modifications in 1968 at a cost of sabot 
Rs. 4 lakhs, the Unit could not be star:ed as it could not produce bitumen 
suitable for road work in plains Efforts to produce bitumen of grades other 
than those envisaged in the Project Report could also not succeed as pro-
duction of bitumen of these grades proved to be unecooomicai. The 
restricted non-operation of the Unit resulted in a Joss of about Rs. 1 crore. 
The economics oC producing bitumen in the Barauni Refinery also indicated 
that so long as there was spare capacity in the Coking Unit, the manufac-
ture of bitumen would always be a losing proposition. The operation at 
the unit cven at its rated capacity would result in a net loss of Rs. 30 lalhs 
per annum. The Committee took a serious view of the defective pl'3nning 
in the setting up of this Unit. 

The Committee were informed that it was proposed to restart the Unit 
using residues from imported crude after carrying out modificntion'! at a 
cost ot Rl. 40 lakhs which was likely to be completed by 1975. 
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The Committee recommended that the entire matter regarding the 
setting up of Bitumen Unit '3t Barauni Refill.ery should be investigated !If a 
high level Com[1~l1ttee in order to pinpoint the lapses and fix responsibility 
for the huge loss suffered by the Corporation. 

The Committee also desired to be informed of the concrete measures 
takeet to obviate recurrence of such costly lapses in the investment and 
tying up of collaboration arrangements. 

In their reply the Ministry have stated as follows: 

"At the time the 2 million tonnes stage of Barauni Refinery was 
designed, it was coosidered prudent to include the production 
of bitumen at this refinery on considerations of demand and the 
profitability of this product. 

In petroleum industry the specifications of products are generally 
govemed by the standards formulated/published by the Nation-
al Standards Institutions 'dnd it is the normal practice to adopt 
these national standards for the design of the refineries. As 
already explained to the Committee. IOC and the Russillll 
designers were not aware that the bitumen meeting lSI specifi-
cations would fail in performance. The failure of BarauOl 
Bitumen was an exceptional case and came to knowledge only 
during actual Jleld application. For this exceptional situation 
it is felt that even a reference to Indian Standards lnstitutioo 
and or to Central ROad Research Institute might not have help-
ed in the matter since the problem was neither known nor anti-
cipated at that stage since there was no known f'3ilure like that. 

In 1968 modifications were carried out to the Bitumen Unit at 
Barauni Refinery after discussioos with the High Power Soviet 
Delegation and as a result of these modifications bitumen was 
produced which met lSI specifications. The economics of bitu-
men production was very favourable at the project stage at the 
price structure prevailing at that time, and the remeries 'at tIIlat 
time were putting in every effort to maximise bitumen produc-· 
tion. Subsequently the price structure as modifi~ by the Gov-
ernment became unfavourable changing the entire economics 01 
Bitumen production and it was profitable even to process the 
feed stock in the Coking Unit instead of Bitumen production. 
The unfavourable price structure, low deID'aod of bitumen from 
Barauni and the tie-up of phenol extract which was being used 
for production of Bitumen (so as to meet the lSI specificatioos), 
as carbon 'black feed-stock were the main factors influencing 
the decision to keep this unit shut down. 
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In 1972 a proposal was made for receipt of imported crude at parauN 
so that the full capacity of the Barauni Refinery could be utilised in the 
absence of suflicient availability of indigenous crude. With the receipt ot 
imported crude at Barauni it would have been technically foosible to pro-
duce bitumen in the Barauni Refinery and aU efforts were directed for 
carrying out necessary modifications in the Bitumen Unit at a cost of about 
Rs. 40 lakhs for the produc:ion of bitumen based on imported crude feed 
stock. The expenditure incurred in carrying out the modification was, 
however, Rs. 25,000 only. 

'J1he proposed modifications to the Bitumen Unit at Barauni, based on 
imported crude, were, however, subsequently dropped consequent on tho 
assessment of ONGC made in Febru&ry 74 indicating the availability of 
sufficient indigenous crude to sust'ain the 3 million tonnes capacity of 
Barauni Refinery. JOC are, therefore, presentl, considering the possibility 
of utilising the equipment of Bitumen Unit for other purposes." 

It has been added that-

"At the time of planning Barauni Refinery, Indian Oil Corporation 
(Indian Refineries Ltd.) was a very small organimtion which 
was just coming up. Neither the company had the laboratory 
facilities to conduct investigations regarding the quality of crude 
oil for producing various products nor there were such specia-
lised institutes such as lIP at that time. At present while plan-
ning the processing of new crude oils, IOC makes its own pre-
liminary evaluation if necessary, in its own laboratories in the 
various refineries and before making final decision matters aro 
invariably referred to specialised institutes such '3S lIP for 
detailed lab. evaluation. lIP today is in a position to do detail-
of evaluation work on crude oil and its products. Over 'lind 
above this, JOC is also establishing Research and Development 
Centre exclusively to meet its own requirements. 

It would appear that at the time of plaooing and desiging of tho 
Bitumen Unit. there was a lack of technological expertise which 
resulted in non-utilisation of the capacity of the Unit and the 
consequent loss suffered by the Corporation. The constitution 
of 'lI high level Committee at this stage to enquire into the 
setting up of the Bitumen Unit at Barauni Refinery may not. 
therefore, yield any useful results." 

The Committee are not convinced with the argumea. ad.aaced by 'he 
MJBistry In regard to the setting up of the Bitumen Ullit on die basis of lSI 
specifications already available fOr producing bitumeB with Middle East 
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crude. .It hils been stated that "in petroleum industry the specifications 01 
prodUC!ts are Fnerally gm'emed by the standards formulated/published by 
the Ndonal StaRtiarch lR8titutions and it is tbe normal practice to adope 
these national standards {Gr the design otJ the refineries." The Committee 
regret to o.b8erve that lSI specifications were blindly adopted as a guide for 
producing bitumen &0111 Assam Cmde without going into the merits/quality 
of crude with the resalt that the unit failed in its performance. The Com" 
mltlee aft not COIIvineed that even a reference to Indian Standards Institu-
tion and or to Cenral Road Researcb Instltute might not bave helped in 
the matter. 

It has alllO been stated that "at tbe time of planning and designing of 
the Bitumen Unit, there was a lack of tecbnological . expertise which result-
~d in non-utilisation of the capacity of the Bitumen Unit aDd ~onsequeDt 
loss suffered by the Ce,rponltion". Tbe Committee feel that this is too 
general a sta&emeat and the lipeciic reasons and lapses can be known only 
if tbe matter is thoroughly investigated by the Technical Committee. The 
Committee therefore reiterate tbat the entire maher regarding the setting 
up of Bitumen Unit at Barauni Refinery sbould be investigated. 

The Committee are info.nned that the proposed modifications to the 
Bitumen Unit based on imported crude have now been dropped consequent 
upon the availability of sufficient indigenous crude to sustain the 3 million 
tonnes capacity of the Barauni Refinery after incurring an eqaendilure of 
Rs. 25,000 for carrying out tbe modifications. 

The Committee regret to observe (bat tbe expenditure OR modifications 
has also proved infructuous and has added to the loss. The Committee 
would like to be informed about the action taken in regard to ltfllisation 
of equipment 0( the Bitumen Unit for other purposes. 

F. AGREEMENT WITH FOREIGN SUPPLlERS-GUJARAT 
REFINERY 

Recommendation (Serial No. 39) 

The Committee un Public lIndertakings (1973-74) found that a (.'on-
tract wai signed with t.:s.."iR suppliers for supply of equipment and mate· 
rials weighing 15,350 tonnes for the setting up of the Gujarat Refinery. 
Subsequently, 204.196 tmlOes were deleted from the supply schedule of 
the contract in terms of the protocol dated 9th October, 1964, as these 
materials were rl'lailable from indigenous sources. The Committee also 
note that the protocol was silent about the possible reduction in the 
contract price in [he case of deletion of the quantity from the contracted 
supply. 
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The Committee rxpn:sscd their regret that though the supplies under 
the protocol were completed as early as 1966, it was only in February, 
1970 after a lapse of six years flOm the date of protocol that a claim for 
Rs. 15.76 lakhs was preferred against the foreign suppliers on a(''(;ollot 
of the vallie of deiett.!d items weighing 204.196 tonnes (Rs. 10.92 lakhs) 
and also for defective materials and other causes (Rs. 4.84 lakhs). This 
clainl had not been accepted by the suppliers. The Commit~e wer~ also 
surprised that the management had not sought the assistance of Govern-
ment for the recovery of the claim inspite of the long delay in the settle-
ment of the claim by the foreign suppliers. 

The Committee were infmmed that the suppliers had agreed to ,e-
examine the matter. The Committee desired that the matter should be 
pursued vigorously with a view to elfecting an early settlement cf the 
claim. 

In tbeir reply the Ministry have stated that "since the contract supplies 
were completed some time in 1966 and the last invoice from Soviet 
Suppliers received in October 1967, the details of various claims could 
be worked out by Refinery Engineers only by June, 1968. Thereafter, 
the entire case had to be examined in detail in consultation with the 
Accounts at Gujarat Refinery. Since the work involved considerable 
amount of calculations and examinatoin of records, the comprehensive 
note could be prepaled only by June, 1969. Immediately thereafter in 
September, 1969 the details of the claiD1's were handed over to the then 
GM of Gujarat Re1lnery, who was visiting Moscow, for discussions with 
the Soviet Suppliers. During these discussions at Moscow, the Soviet 
indicated that they would not bl! prepared to consider JOC's claims unless 
these are supported by relevant documents in light of the various agree-
ments and protocols signed in the past by them with the Gujarat Refinery 
management. In light of the above discussions all the transactions relat-
ing to supplies made by Soviet Suppliers vis-a-vis contract conditions 
were reconsidered by Gujarat Refinery and a formal claim was raised 
with the Soviet Suppliers in February, 1970. 

Indian Oil Corporation have been making persistent demands both 
in writing as well as during several discussions with the Senior Soviet 
representatives, the iast one bein.g made in May, 1974, for the settlement 
of their above claim. Soviet suppliers had agreed to consider the claim 
and indicate their views in course of time. However, the final decision 
of the Soviet authorities has yet to be received. As suggested by the 
Committee, JOC are pursuing the matter with the Soviet suppliers with 
a view \0 early settlement of the claim." 
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It has been added that as the Soviet suppliers are considering IOC's 
claim, JOe have not sought assistance of thc Government. 

The Committee are surprised that I.O.C. have not sought the help of 
the Ministry even though the matter was pending from February, 1970. 
The Committee find that tbe Soviet suppliers had agreed to consider the 
cblims Ilnd indicate their "iew in course of time. The Committee recom-
mend tbat the matter should be pursued vigorously at the Government 
level in order to bring l\bout early settlement of the claim. 

G. MANPOWER ANAL YS[S 

RecOmmendation (Serial No. 46) 

The. Committee on Public Undertakings (1973-74) found that the 
number of men in position in the Gauhati, Barauni and Gujarat Refineries 
as on 31st March, 1973 were 116 per cent, 105 per cent and 31 per cent 
more than that indicated in the respective Detailed Project Reports of 
t~lese Refineries. They also noted that on 31 st March, 1973 about a 
thousand persons were in e:\cess of the strength fixed by the Manage-
ment themselves for the three Refineries. 

The Committee felt that surplus construction staff should be gainfully 
I!mployed in other projocts unde. construction. The Committee recom-
mended that the GovrrnmcllI/Corporation should undertake a review of 
tlle staff strength in all the three refineries and identify the staff in excess 
of requirement, and make concerted efforts to absorb the surplus staff 
gainfully in other Central or State Projects that were coming up in the 
area. 

In reply the M~nistry have statcd that the staff position in all the three 
refineries is being kept under constant review by the TOC and the surplus 
staff is being identified from time to time. Industrial Engineers posted in 
each of the refineries have been entrusted with this work. The efforts 
made to get the surplus stall (If the IOC refineries absorbed in other Cen-
tral or State Projects that are coming up in the area have not met with 
success because of the desire of the local Government's to increase 
employment opportunities in their area to the maximum extent poS'Sible 
and the reluctance on the part of the employees of IOC to shift to other 
organisations became of the better service conditions in IOC. IOC are 
making efforts to reduce the surplus staff by adopting a policy of non-
recruitment to ca'egories where there is surplus staff. By a process of 
attrition, there is likely to be progressive reduction in the surplus staff. 
It has been added that efforts arc being made to get the construction staff 
of the Haldia Refinery rendered surplus on account of completion of the 
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project, employed in the con~truction of the fertilizer plant which is 
coming up at Haldia. 

The Committee enquired if Government/Corporation had undertaken 
a review of the staff strength in all the three refineries in order to identify 
the staff in excess of requirement and what was the actual requirement 
of staff according to the real~tic and scientific studies made and what was 
the extent of stall in excess 01' requirement. It has been stated by the 
Ministry that the reviews of the staff strength were carried out in each 
Refinery by the Efficiency Research Team of the Marketing Division of 
the Ccrporation. Thereafter the requirements were reviewed by the 
Industrial Engineers from time to time. 

The Efficiency Research Team of the Marketing Division of IOC 
reviewed the manpower requit ement of the Gauhati Refinery in 1968-69. 
Barauni Refinery in 1968 and Gujarat Refinery first in 1968 and then in 
19i 1. Recently the National Productivity Council has been approached 
fcr undertaking a manpower study in the Barauni Refinery and they have 
already conducted H preliminary survey for the purpose. 

The actual l'cquhements 01 the staff according to the realistic and 
scientific studies made in each Refinery and the present strength is stated 
to be as under:-

Unit A. se$se.t Nd. ill No. in 
requireme- p )sitioll exc, ! K 

~ent as on 
30-9-1974 

-----------------------------,-----
Gau:l.ti 1069 uso 181 

Barau;li 2087 2759 672 

GIl;arat 1343 1484 141 

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

JOC have been able to reduce the surplus staff in the last about 4, 
years to the extent of 300 in al\ by way of normal attrition. 

Asked about the figures of surplus staff in the three refineries year-
wise and the extra expenditure involved on this account, it has been 
stated that "the information required pertaint~ to the earlier years and 
IOC have to collect it from their units. it is taking time. The urgency of 
the matter has. however, been stressed on IOC". 

The Committee find dlat the Eftic:ieocy Research Team of l\forki:tia, 
Di"lsao. of JOC re"iewed the JIUIDPOWet' requirelDeat of the Gau ...... 
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Refinery in 1968-69, tiariJlIlJi Refinery in 1968 and Gujarat Refinery io 
1968 and then in ] 971. Thereafter no comprehensive review has beeD 
uudertaken as lillggc'itcd by tile Committee. Recently the National PI'U-

ductivity Council hils been approached for undertaking a llUlDpower study 
in tbe Barauni Refinery Imd thel have conducted a preliminary survey 
for tbe purpose. The Commitle(' recommend that the Govenuncntj Cor-
poration should expedite the review of the staft strength in all the three 
refioeries in order to iden.if)· the staff in excess of requirement. 

It has been stated that tbe eftorts made to get the surplus staft ol IDe 
IOe refineries absorbed in other Cenblll or State Projects that are coming 
up in fhl! area have not met willt success because of the desire of the lucal 
Governments to increase employment opportunities in their area to the 
nl8ximuDl extent possible. The Committee recommend that the Ministry 
should take up the maHer with the State Governme.ts concerned . and 
pursuade them to absorb the surplus staff so as to reduce the overhead 
expenditure of the refineries. 

H. RECOMMENDATIONS SERIAL NOS. 5, 15, 17, 18 AND 24 

(i) Baldia Refinery-Delay in Construction (Serial No.5) 

The Committee on Public Undertakings (1973-74) recommended that 
Government should thoroughly investigate the matter regarding delay in 
the construction (1f the Haldia Refinery so as to identify the factors which 
continued to impede the completion of the Project. Ministry have stated 
that the investlgati(1n was entrusted to Adviser (Refineries), Ministry of 
Petroleum and Chemicals on 14tl'> November, 1974. The enquiry i~ in 
quite and advanced stage and it is likely to be completcd by 23rd April, 
1975. 

(iI) Helay in the supply of storage vessels by Mis. TriveDi Structllrals Ltd. 
(Serial No. 15) 

The Committee on Public Undertakings (1973-74) recommended that 
Government should analyse the causes for delay in the setting up of the 
Project for the manufacture (If LPG at Gauhati Refinery. Ministry have 
st"ted that the investigation was entrusted to Adviser (Production), Bureau 
of Public bnterprises (.n 30th November, 1974. The investigation is 
likely to b,· mmpleted by 30th April, 1975. 

(iii) Delay in the Es,ablisluaeat of .~aciUties (Serial No. 17) 

The Committee on Public Undertakings (1973-74) recommended that 
Government should analyse the causes for delay at various stages IcganJ-
ing delay in establishment of facilities for reducing lOllS on account of 
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movement, spillage. leakage. dipping errors in the course of loading from 
the tanks to tank wagons and tank lorries. Ministry have stated tlmt the 
i'lVestigation wa'S cntrus~d to Adviser (Refineries), Ministry of Petroleum 
and Chemicals on ]4th November, 1974. The investigation is likely to 
bz completed by.9th May, 1975. 

(iv) Project i::st;naate!\--Barauni Refinery (Serial No. 18) 

The Committee recommended that the responsibility for delay in 
finalising the estimates of the Barauni Refinery should be fixed. Ministry 
have stated that the invc'itigation was entrusted to Adviser (Production) 
Bureau of Public Enterprises on 14th November, 1974 and is likely to 
be completed. by 30th April. 1975. 

(v) Coke calcination plant-Barauni RefinNy (Sed,,1 No. 24) 

The Committee on Public lindcrtakings (1973-74) recommended that 
the reasons for delay in the completion and defective working after com-
missioning of the Coke Calcination Plant of the Barauni Refinery should 
b:: thoroughly investigated SCI a~ to pinpoint lapses and in .)rdcr to fix 
responsibility for the huge loss. 

Ministry have stated that the investigation wa'S entrusted to Adviser 
(Production), Hureau (If Public Enterprises on 12th November. ] 974. The 
investigation is likely to he completed shortly. 

The Committee n~ret to note that although their Fifty-Second Report 
(Fifth Lok Sabha) on Indian Oil Corporation (Refineries Division Ex-
cluding Pipeline Section) "'8S presented to Parliament on tfte 29th April, 
1974, the invt5tigations in respect of recommendations at Serial Nos. 5, 
15, 17, 18 and 24 wcre cntrusted only in November, ]974 i.e. after 8 
Ilillse of more than (j months. The investiptionli are stated to he stHI in 
pfO~ress. The Committee recummend that the investigatiollll !dIolild be 
finalised liS per schedules indi~ated by the Ministry and the Committee/ 
Pllrliaml'nf informed about tbe results of investigations and the action 
taken by Goverllmem: OP the fiudiags lIS SOOn as the report. of the In,,""'i-
gating officers are f'nalised. 



CHAPTER II 

RECOMMENDA nONS THA T HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation (Serial NO.6) 

The Committ~e note that the Fourth Five Year Plan envisaged an 
increa~ in the Refining capacity in the public sector from 8.25 million 
tonnes to J 7.55 million tonnes per annum. They, however, find that for 
one reason or other none of the schemes envisaged in the Fourth Five 
Year Plan could he fully implemented, with the result that the refining 
capacity likely to be available by the end of the Fourth Plan would be 
only J 3.25 million tonnes pel annum. The Committee have already 
recommcnded dsewhere in this Report that the delays in commissioning 
of the Haldil :md Bongaigaor. Refineries and the under-utilisation of 
Barauni Refinery should be investigated by Government. The Committee 
hopc that Government/Corporation would profit from their past cxperi-
ence and have an integrated approach in drawing up schemes for expnn-
sian of refining capacity in the Fifth Five Year Plan keeping in view the 
availability of indigenous and imported crude. 

(Paragraph 4. J 2) 

Reply of Govemment· 

At the time of formulation of the draft Fifth Five Y car Plan, a pro-
gramme for expan~ic.n cf refining capacity was drawn up based on the 
projection of demand for petroleum products during the Fifth l'ive Year 
Plan. Subsequently, however, in view of the drastic changes in the world 
crude supply and price situation and the extremely high foreign' cxchange 
cost of importcd crude oil and limited availability of foreign exchange. 
thl! optimum refining capacity to be achieved in the Fifth Five Yl~ar Pl<m 
is being re-examined. This re-examination is related to the level of con-
sumption of petroleum products, extent of substitution of petroleum 
energy by other resO\m~cs of energy etc. Pending this reconsideration, 
apart from the Mathura Refinery, Koyali Refinery expansion and Bongai-
gaon Refinery, which would together add 10 million tonnes per annum 
of refining capacity, nc; ncw schemes for addition to refining capHcity 
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during the Fifth Five Year Plan are under consideration by the Govern-
ment. As suggested by the Committee, schemes for expansion of refining 
capacity during the Fifth Five Year Plan would be taken up keeping in 
view the availability of indigenous crude and our ability to import oil 
frem r,broad. 

[Ministry of {Jetroleum & Chemicals, O.M. No. IS-5401213174-0R-J. 
dated 19th October, 1974 J 

Re • .'ommendation (Serial No.8) 

The Committee are surprised to note that though the area cf 480.22 
acres had been acquired by State Government of Assam and handed over 
to the Refinery dUl'ing December, ] 959, and February, 1964, the deed 
of conveyance for land has not been executed so far. IEarlier in Novem-
ber, 1959, it was decided that the State Government of Assam would be 
allowed to have fmancial participation in the Refinery to the extent of 
the actual expenditure on the acquisition of land. In July, 1962. it \Vas 
decided that the financial participation should be limited to 15 per cent 
of the equity capital investment in the refinery and the first rssue of shares 
should be adjusted towards the cost of land and balance sub'!cribed in 
cash. However, in July, 1969 Government. took the decision that the 
Central Ministries should desist from approaching the State Government 
for provision of land and services free of cost or at conceS'Sional rates for 
Central Projects. The Committee regret to note that there has heen an 
inordinate delay of (lver 14 years even in clinching the issues for settle-
ment and even now the State Government have not paid the cost of deve-
lopment of land. The Committee recommend that Government should 
take more serious mca~urt's and settle the issues with the State Govern-
ment without any further delay. 

(Paragraph 5.11) 

Reply of Government 

The decision of the Government that IOC should bear the cost of 
acquisition of land as well as of its development and that there would be 
no equity participation by the Assam Government in the Indian Oil Cor­
poration had been comnllmicated to the Assam Government in July, J974. 
The deed of ('onveyance for the land will be executed as soon dS the State 
Government's concurrence is received and payment would accordingly 
be male by the JOC to them towards the cost of acquisition of the land. 
The matter has been vigorously pursued with the State Government earlier 
and has now been taken up at the highest level. 

[Ministry (If Petrokum & Chemicals, O.M. No. IS-S401213/74-0R-J. 
dated 19th October, 1974/ 
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Recommendation (Serial No.9) 

The Committee note that though according to agreemeftt with foreign 
collaborators, the Refinery was to be commissioned by Octob~r, 1961, 
there had been delays rallging from two to six months in the actual com-
pletion of various units resulting in overstay of the foreign technicians. 
Consequently, there has been an increase in the cost of technical assist-
ance from Rs. 28.57 lakhs to Rs. 39.21 lakhs. The Committee regret to 
note that there had been a delay of over ten months in preferring the 
claim for reimbursement of extra expenses and the first claim to the tune 
of Rs. 7 lakhs was prl'ferred only in February, 1963. The Committee 
were informed that even after protracted correspondence and discussions, 
an agreement was reached with the collaborators only in August, 1964. 
The Committee find that after VIlis agreement the Corporation had taken 
further period of two years to revise their claim and prefer it. 

The Comm1ttee view with concern the inordinate delay on the part. 
of the Management both in preferring the claim and subsequently revising 
it. Even after a lapse of seven years, the claim is stated to be pe"ding 
decision and settlement. The Committee recommend that the reas<ms r"r 
this inordinate delay at several stages should be investigated and responsi-
bility fixed. The Committee would like that the que'Stion of settlement of 
the revised claim should be vigorously pursued So as not to lose more 
time. 

(Paragraphs 5.18 to 5.19) 

JtepJy of (;overalDent 

Indian Oil Corporation has since investigated the reasons for the 
delay in preferring the claim for reimbursement of extra expenses on 
account of the ov('rstay of the Ruma~ian experts at Gauhati Refinery. 
The position hriefly is that a final programme wa'S drawn up during the 
visit of Mr. Tinus Marcel, Director of the State ITnstitute for Refineries 
Designing, to India in November. December. 1961 and u(X;epted by the 
Indian Rdlneries Ltd. According to thi:; programme, the Crude Distilla-
tion Unit was to be commissioned on 25th December, 1961, the Kerosene 
Treating Unit on 10th F(~bruary. 1962 and the Coking Unit on 15th 
February, 196:. Ba~ed on these dates, a programme for a team of 
Rumanian Experts rcquin'd for the testing/commissioning of the Refinery 
units was also drawn lip providing for 53 exports covering 286 man-
months. According to this programme, all the Rumanian experts would 
have left India progressively after completing. their assignments at the 
Refinery by 3 t st May, 1962. Whereas the Crude Distillation Unit was 
commissioned as scheduled. delays however, occurred in the commiSllion-
iog of the Kero!'C'ne RC'fining and Coking Units. As already explained 
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to the Committee, these delays were, in the main due to the shortage of 
certain material. of Rumanian supply, IUch 81 0.1. Plpei, metal cladding 
etc. which had to be made up from indigenous sources at the last moment 
and the delay in the arrival of some Rumanian equipment, e.g. pumps 
for reduced crude circulation and for coke cutting. These did not arrive 
at the site till 12th February, 1962. The erection of the,;e pumps was, 
therefore, delayed nnd resulted in consequential delays in certain pipe 
connections, ele~trical connections and insulation work on the pipelines. 
In view of the~e diflkultks, the time schedule for starting up ('f these 
two units could not be achieved and it was only in the last week of March 
and early April, 1962 that the units were able to go into operation. Fur-
ther due to certain mechanical troubles in the kerosene refining unit, it 
became n(;'ce~'Sary to carry out certain repairslmodifications with thc belp 
of the Rumanian technicians and it was only on 3rd Nowmber, 1962 that 
this unit was finally st.arted. Therefore, formal handing over and taking 
over charge celtificates in re5pect of Gauhati Refinery were signed bet-
ween Mis. Industrial Export of Rumania and erstwhile Indian Refincries 
Ltd. on 16th November, 1962. The last group of Rumanian specialists 
deputed to Gauhati for start-up/commissioning assistance and for carry-
ing out repairs and modifications left for Rumania in December, 1962. 
Therefore, after verifying the arrival/departure dates of the Rumanian 
specialists nnd also the excess man-months covered by them, the first 
claim amounting to Rs. 7,20,430 was preferred by IRL on Mis. Indus-
trial export on 28th February, 1963. 

Though there was no avoidable delay in regard to preferring the claim 
of Rs. 7 lakhs in February, 1963 for reimbursement of extra expenditure, 
yet it took some time for verification of claims by the General Manager, 
Gauhati Refinery between September, 1964 to June, 1965, arising out 
of discussi('n the Chairman, IRL had with the Chairman, Industrial-ex-
port on 6th and 7th August, 1964. The delay between June, 1965 to 
October, 1966, when revised final claim was raised, arose due to points 
raised by General Manager, Gauhati Refinery in regard to the average 
period which should be taken for the receipt of the materials. (The 
average period taken for the receipt of the materials, was four to five 
month!\ as against the 45 days which was taken as a basis for programme 
of construction nnd erection. It is a fact that this delay in preferring 
the revised claim could have been minimised to some .extent. 

It is very difficult to pinpoint the responsility on any official for the 
delay in preferring the claim at this tate stage. However. as a re:medial 
measure, IOC nre issuing instructions to their refineries that claims witb 
the forel;gn firms and consultants should be preferred well in time And 
pursued vigorously and for this purpose they should maintain a proper 
pro£ress register, which should be submitted to the General Manager/MD. 
510 LS-3 
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It may be mentioned that at no stage Mls~ Industrial export, Ruma-
nia had indicated the-ir unwillingness to consider the JOC's claim on 
account of timclag in its submission. The Corporation was dealing with 
another State Enterprise of the Government of Rumania and in view of 
the friendly relations between the two countries, it would not have been 
desirable to institute uny judicial action for the recovery of the claim. 
The matter had, therefore, necessarily to be pursued through correspon-
dence, discussions and diplomatic channels. 

During his recent visit to Rumania in September, 1974 in connection 
With the meeting cf the Indo-Rum:mian Joint Commission. the Managing 
Director, IOC (R&P) availed of the opportunity of discussing this claim 
with the ('oun~ellor of Petrom, successor of Mis. Industrial-export of 
Rumania. The Pe-trom have been seized of this matter all through ,md 
have ~hown t\u'it earnest desire to settle the claim early is borne out by 
the following reply received from them by JOe on 16th October. 1974:--

''We think ~()U would agree with us that this claim having a'S 
object an important amount of money has to be solved after 
mote thnn 10 years from the commissioning of Gauhati Re-
finery which is smoothly running so that there were some 
probkms ~ tried to overcome. Mention 8hould be made 
that the settlement of your claim was permanently given our 
attenticn, PETROM's Board of Directors had reviewed it 
entirely and currently it is under final review of our relevant 
authorities. After completion of this stage, we will be able 
to solve that claim by a reasonable and acceptable solution 
for both parties concerned. In this respect we would let you 
know in writing our point of view." 

[Ministry of Petroleum & Chemicals, O.M. No. IS 5401213174-OR-1 
dated 5th November, 1974} 

Recommendation (Serial No. 10) 

The Committee note that lower supply of crude oil unsteady and 
interrupted power supply from the Assam State Electricity Board, delay 
in the overhaul of. the Refinery's generators, product upliftment difficulty 
at Siliguri and shut downs of Coking Unit causing ulIagc problem for 
reduced crude and shut down of product. pipelines have been the main 
reasons for the shortfatI in the utilisation of capacity of the Crude Distilla-
tion Unit. The Committee recommend that Government/Corroration 
sbould analyse these causes in detail in order to find out as to what ex-
tent these problems were avoidable in nature. The Committee have "0 
doubt that had there been a proper scheduling for overhaul Rnd advance 
planning many cf the difficulties could have been avoided and shut downs 
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of the Coking Unit and product pipeJine could have been reduced to the 
minimum. The Committee find that the crude throughout including 
slops and capacity utilisation were the highest during 1967-68. The Com-
mittee hope that in the light of the past experience, Government/Cor-
poration would take appropriate steps to secure an uninterrupted supply 
of power either through the ASEB or by suitable alternate arrangements. 
The Committee need hardly stress that in view of the tight position of 
imported crude, Government should take concerted measures to sustain 
this high through put and ensure maximum utilisation of the Gauhati 
Refinery which is processing indigenous. 

(paragrnph 5.31) 

Reply of Govemment 

The reasons for the shortfall in the utilisation of capacity of Crude 
Oil Distillation Unit of Gnuhati Refinery as already submitted by the IOC 
to the Committee, have bten summarised in paras 5.21 to to 5.27 of the 
Committee's Report. The causes for the delay have, however, again 
been analysed and the position is further elucidated as under:-

(I) Unsteady and intermpted power supply from Assam State Electricity 
Board 

Since the major overhauls of JOC's Turbo generators were to start in 
April, 1970, the subject of obtaining regular and uninterrupted power 
supply from ASEB was discussed with Chief Engineer, ASEB in March, 
1970 and followed up by correspondence at the highest level which finally 
resulted in ASEB's confirmation to supply IOC power to the extent d 
3,000 KVA continuoU'Sly as far as practicable so long as their generating 
station would permit. 

(ii) Product upllftment difticulty in S.iliguri 

The product upIiftment difficulty at Siliguri during July and August, 
1970 and August and September, 1971 were due to the Railwa'j strike Gnd 
snapping of broadgaugc Railway link across Farakka because of floods. 
This railway emergency was beyonq. IOC's control and unavoidable. 

(iii) Sbutdown of tbe Coking Uult 

Down time of Coking Unit in the year ]970-71, 1971-72 and 1972-73 
was 57 days, 44 days and 4li days respectivc~y as compared to 36~ days 
during 1967,,(;8. 

The higher down time was due to increase in the maintenance activities 
of Coking unit. A Central Service Organisation has been established and 
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it is expected that the service factors of the Refioery Units, including Cok-
ing Unit, will show improvement. 

It is, ruso proposed to supply LSH's to ASEB's Chandrapur power 
station. Once the operation of this station (with LSH's as fuel) is stabilised 
IOC may hope for some relief, during Coking unit emergencies, which in 
the past had created critical reduced crude ullage situation and led to 
reduction in crude throughput. 

4. The Management of Gauh-ati Refinery has discussed power supply 
problems with ASEB and the following measures have been taken/planned 
with a view to improving the supply of power to the Refinery:-

(i) A$EB will supply power to Gauhati Refinery during main ten-
ance/'break-down of turbines and during the peak load periods. 
However, during the low load periods the Gauhati refinery will 
supply power to ASEB. 

(ii) ASEB authorities have been approached for allotting priority for 
power supply to Gauhati Refinery in case of urgency. The rates 
have settled and tJhe agree moot is under negotiatIOns. 

(iii) ASEB has agreed to give dne inter-connection line from Narangi 
which will help the refinery to overcome the difficulty in main-
taining the present interconnection line passing through the 
congested residential areas. 

S. The tefinery is also following intensive maintenance of their own 
turbo sets in order to achieve the maximum output from these sets. 

[Ministry of Petroleum & Chemicals. O.M. No. IS 540l213174-0R-I, 
dated 26th October, 19741 

Recommendation (Serial No. 12) 

The Committee find that the percentage of "gas" and "loss" together 
was m~re than that envisaged in the project design. The change in the 
product pattern from he original design has already resulted in '8 loss of 
Rs. 27.2 lakhs during the year 1966-67 to 1972-73 and there would also 
be a recurring loss of Rs. 10 lakhs per annum. The Committee recommend 
that the operation of the Unit should be so regulated that the production 
of gas is reduced to the minimum. They also recommend that Government/ 
Corporation should consider seriously the feasibility of coverting the gas 
as fuel flir domestic consumption and avoid a recurring loss thereon. 

(Paragraph 5.61) 
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Reply of Govel'llDleDt 

As recommended by the Committee, steps are being taken by the JOC 
to reduce the fiaring of the gases. The steps' that are being taken by which 
the fiaring will be reduced almost to the minimum level are the following:-

(i) Trial supplies of LSHS have been made to Chandrapura Thertnal 
Power Station of Assam Smte Electricity Board. When this 
power station starts uplifting LSHS regularly this will help to 
dispose of coosiderable quantities of coking fuel oil (as LSHS 
components) which has to be presently burnt in preference to 
gas. To the extent coking fuel is disposed of as LSHS, it will 
be possible to increaSe the utilisation of gas as own fuel in the 
refinery. 

(li) It is proposed to install additional facilities for recovery of 
about 4,000 tonnes per year of LPG) from the coking gases. 

With the above measures, the utiliseation of gas in the refinery (as own 
fuel and in the production of LPG) will increase progre!lS'ively and flaring 
of gas will get reduced. The balance refinery gases consist of components 
such as Methane, Ethane, Propane and Butane. Methane and Ethane can-
not be bottled as LPG. Propane and Butane would be bottled as LPG to 
the maximum extent feasible as indicated above. 

[Ministry of Petroleum & Chemicals, O.M. No. IS 54012!3174-OR-I, 
dated 19th October, IY74J 

Recommendation (Serial No. 27) 

The Committee find that Kerosene Treating Unit J was designoo to 
operate for a period of 330 days in a year. The operating efficiency in 
some of the years was extremely low. The unit remained idle for 134 
days and under inspection and maintenance for 39 days during the year 
1968-69. Lack of feed stock and shortage of sulphur dioxide have been 
cited as the reasons for remaining under maintenance/idle for longer 
period. The loss of revenue for shut down has been estimated at 
Rs. 10,000 per day. 

The Committee further note the Unit had to be shut down for 52 days 
and 65 days during 1971-72 and 1972-73 respectively. While the shut 
down during 1971-72 was longer due to delay in taking up maintenance 
on account of emergency conditions, the Committee find that low inventory 
of Sulphu'l' dioxide was the main cause for the shut down for 41 day! 
during 1972-73. The loss of revenue during the period has been estimated 
Ilt Ri. 7,000 per day. 
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The Committee fail to understand as to why the Corporation should 
aot plan their requirement of sulphur dioxide well in advance and ensure 
the availability of adequate quantities thereof in time so that need for 
shut down due to shortage of' sulphur dioxide and consequential loss of 
revenue is avoided. The Committee recommend that this matter should 
be gone into with a view to taking remedial action to avoid recurrence 
of such situation in future. 

(Paragraph 6.126 to 6.12H) 

Reply of Government'" 

IOC have gone into the question of ensuring adequate availability of 
sulphur dioxide in time as recommended by the Committee and have toaken 
the following action:-

(i) In addition to FACT, Alwaye, two more new sources of supply 
have been located at Bombay. 

(ii) Since shortage of sylinders is one of the factors responsible for 
interruption in supply, larger number of cylinders have been 
procured. 

(iii) ]n order to improve the tum round period of the cylinders 
between the source of suppl'Y and the refineries, the refineries 
have been advised to keep a strict watch on the movement 
of cylinders end to ensure that the empty cylinder" B"C 

returned to the suppliers for refilling in the shortest possible 
time. 

(iv) As a long term solution to the problem, a proposal has been 
made to the FCI to set up a sulphur di(lxide recovery unit 
as part of their Sindri Unit for making sulphuric acid for 
meeting the requirements of Gauhati, Barauni and Bongaigaon 

Refineries. FCI have accepted the proposal and are now 
conducting studies for setting up the plant. 

[Ministry of Petroleum & Chemicals, O.M. No. IS-S4012/3/74.0R.I. 
dated 19th Oct. 1974]. 

Recommendation (Serial No, 28) 

In a written note ,the Ministry have stated that the figures of 
c:onsumption of utilities could not be precisel calculated in tke absence 
of adequate metering system. It may be stated that the Designers have 

--_._--.,---- ----------
·Reply not vetted by Audit. 
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provided a number of instruments for checking up of the utilities but these 
were not adequate for a complete balance. The action for procurement 
and installation of balance meters has already been taken up. 

The Committee pointed out that the Coking Unit went into operation 
in October, 1964. They enquired as to why action in this regard could 
not be taken earlier. It has been stated that in the initial years, the 
efforts were directed towards stabilisation of the unit operations and 
optimisation of the products patterns so as to maximise the refinery 
throughout. Since the overall consumption of the utilities for the whole 
refinery was reasonably comparable to the designed norms, attention was 
not diverted towards rigorous control of the utilities in the individual unit. 
After the stabilisation of the refintry operations, this aspect is also being 
looked into and the action has been initiated after the establishment of 
the Technical Audit Cells. 

The Committee find that the consumption of Chemicals and utilities 
in the Barauni Refinery has been widely varying from year to year without 
indicating any set pattern. The value of excess consumption of utilities 
in the Coking Unit during the six years ending 31st March, 1972 was 
about Rs. 13.87 lakhs. The Co"!mittee are surprised to find that though 
the Unit went into operation as far back as 1964 the management have 
not considered taking action to instal adequate metering equipments for 
regulating consumption of utilities and it is only now that the technical 
audit cell is stated to be going into the norms for consumption critically. 
The Committee recommend that the management should take steps to 
ensure that the metering equipment are instalJed without further delay. 

The Committee need hardly emphasise the need for control -on 
consumption of utilities with reference to norms in the interest of 
economising the processing cost. 

The Committee also hope that the Technical Audit Cell would work 
out realistic norms for the consumption of utilities to enable the 
management to control the consumption with reference to such norms 
timely and to take suitable remedial measures to arrest excess consumption. 

The Committee have already observed elsewhere in the Report that 
without any accurate system of tecording the consumption of utilities it 
was not possible to make use of the system of costing as an instrument 
{If control and also work out the processing cost on a realistic basis. 

(paragraphs 6. t 37 to 6.142) 
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Reply of Governmeut 

The figures on consumption of utilities as given include the consump-
tion both during opcrati:m and during maintenance, whereas in the design, 
the conswllption of utiliti..:s on;y during operations has been taken into 
consideral, .;.!. 

Necessary metering facilities have been provided for computing 
consumption of utilities in the Coking Unit. The Technical Audit Cell 
is studying and investigating the consumption pattern and norm~ for 
consumption of utilities will be fixed in the near fu1ure. 

In other units also, the installation of necessary meters for accounting 
of steam, fuel and water has been completed. 

The studies on the pattern of consumption of utilities in the various 
units are in progress and when sufficient data is collected, the norms for 
consumption of utilities will be reviewed. 

[Ministry of Petroleum & Chemiool O.M. No. IS.5412/3/74-0R-I, 
dated 19-10-74]. 

Recommendatioa (Serial No. 29) 

The Committee regret to note that the finished products of the value 
of Rs. 25.36 lakhs were lost during 1966-67 to 1972-73 in the Barauni 
Refinery during storage and in the process of their loading from storage 
tanks to the tank wagons/lorries. The Committee are informed that by 
proper training, the Management are trying to reduce the losses due to 
dipping errors or accounting errors, spillages and overfilling. The Technical 
Audit Cell has also been asked to suggest ways and means to reduce 
the losses. The Committee fail to understend as to why Management 
could not have taken timely action to locate the defeciencies in the 
equipments to plug the loopholes. The Committee are of the opinion 
that if training programme had been initiated much in advance and 
schedules for maintenance drawn up and adhered to, the refinery would 
not have been forced with this huge loss. The Committee hope that with 
the measures now being taken. the loss of finished products during storage 
and also in the process of loading etc. would be reduced to the minimum. 
The Committee also recommend that the Refinery should with the 
assistance of Technical Audit Cell fix realistic norms for such losses and 
ensure that these norms are strictly adhered to. 

(Paragraph 6.148) 



Reply of Government 

The Technical Audit Section in Barauni Refinery is studymg the 
storage and loading losses to evolve further contro:s to ensure that the 
losses are always maintained within limits stipulated by the excise 
authorities. Some of the actions which have been initiated in tllis 
connection are given below: 

1. Replacement of the existing loading valves with Ball valves. 

2. Installation of Mechanical seals for the light oil product pumps. 

3. Insta:Iation of double block valves on the tankages in phases 
to minimise migration of products. 

4. Replacement of the existing fixed loading points with hoses for 
white oil by replacing them by loading arms with swivel joints. 

5. Regular pump gland leakage survey. 

As regards training. it may be stated that the staff were imparted 
training in the initial stages before putting them on the job. The training 
needs are reviewed from time to time and additional training arranged. 
Separate Training Department has also been established. 

[Ministry of Petrol'!um & Chemical O.M. No. IS.5412/3/74-0R-I, 
dated 19-10-74J. 

Recommeadation (Serial No. 30 

The Committee note that the Refinery had to resort to flaring of gas 
to maintain a positive pres!;ure in the Refinery and to prevent 
possibility of air mixing with fuel gas leading to explosive hazards. 
Moreover, there was the proh"em of disposal of reduced crude. The 
percentage of gas flared w~s to the extent of 43.1 per cent in 1966-67, 
48.4 per cent in 1967-68, 34.2 per cent in 1968-69 and 20 per cent in 
1969-70. In subsequent years it was less than 20 per cent. The Com-
mittee QI'e given to understand that had the total gas produced OCliS the 
minimum quantity required for flaring) ~n used as fuel in the Refinery, 
fuel oil worth Rs. 1.56 crores could h1ve heen saved during the ycsl'J 
1966-67 to 1972-73. It was only in January, 1969 that study was made 
by the Refinery authorities which revealed that there was enough scope 
to increase the firing of gas in the power house. Thereafter steps were 
taken in 197 t "for insta1Iing a pressure indicator with the electrical trans-
mission at Bite and pressure recorder with low pressure Bignanin~ at the-
boiler r.ontro1. The Committee were informed that the problem of dis-
posal c,;klng fuel oil/low sulphur heavy stocks has also since been over-
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.come and w!C tlaring of gas has been reduced to the minimum. The 
Commitee are not happy about the failure of the Management to take 
action in time to instal the pressure gauge equipments, dispose of reduced 
crude in order to obviate loss on account of Baring of gas. The Com-
mittee recommend that the matter should be examined in depth with the 
assistance of Technical Audit Cell and in the light of the experience of 
Refineries elsewhere in order to reduce losses on account of fiaring of gas 
to the absolute minimum. 

The Committee woWd like to be informed of the concrete measures 
taken by Government/Corporation in pursuance of the above recommen-
dation. 

(Paragraph 6.156 and 6.157) 

Reply to the Govel'lUllellt 

For a refinery of Barauni's size, a minimum quantity of 10--12 tonnes 
of gas is required to be sent to flare per day to maintain a positive pressure 
in the system and to keep the fiare burning for avoiding the release of 
unbumt gases to the atmosphere. In the refineries which have coking 
units. wher the production of gas and its presure fluctuates periodically 
due to the nature of operations. the gas utilisation to the extent of above 
85 per cent o~ gas production is considered quite a good utilisation. 

The data on percentage of gas flared from 1966-67 to 1971-72 indi-
cates considerable reduction in gas going to f'klrc. The position in 1972-
73 and 1973-74 was as follows:-
_.--_._----_._---_. ---- -'" ---_._--- ------

Year % of g>1~ flared to 
gl~ production 

-~------~-~---------~-------~---~--~---
1971-73 . 

1973-74 . 
._--------- ----.. --. 

It would be noticed that the gas utilisation has been at a reasonably satis-
factory level considering the nature of operations of Bamuni Refinery 
with a Coking Unit. 

However, Technical Audit Cell at BaraU1li Refinery has been initiating 
and implementing various action such as: 

1. Keeping a periodic gasbalaoce and reporting to all concerned 
for timely and corective action, if any, in order to kccp the 
flare loss at minimum. 
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2. Maximising the gas firing in the process Units and Thermal 
Power House Furnaces. 

3. The pressure controler connecting the flare and gas heater is 
now being controlled from Coking Unit, Control room, 
whereas it wes previously manually operated at site. 

4. Improvement in coordination between Coking Unit and Thermal 
Power House for a gas firing. 

With the above follow-up it is hoped that Barauni Refinery will be 
able to sustain gas utilisation at a satisfactory level. 

(Ministry of P & C. OM No. IS.S4012/3/74-0R-I, dated 19th October, 
1974). 

Recommendation (Serial No. 32) 

The Committee find that the actual through out and the product pat-
tern obtained in the Refinery were not the same as envisnged in the design 
of the Refinery as a result of which the Refinery suffered cumulative 108s 
of about Rs. 635 lakhs during the period from 1966-67 to 1972-73. The 
loss would be much more if the losses on account of variances in capacities 
from the design {lre also taken into account. The Committee recom-
mend that a technical committee should examine all aspects relating to 
the product-mix of the Barauni Refinery in order to suggest measures to 
reduce the losses due to variations in the product-pattern. 

(Paragraph 6.169) 

Reply to the Government 

It has been decided to get technical assistance from the Soviet Union 
in the matter of reduction of refinery fuel and losses in the three TOe 
refineries particularly Barauni and Koyali which have been set up with 
collaboration from the Soviet Union. A team of five Soviet refinery 
experts has arrived in India on 9th September, 1974 and the toom is cur-
rently studying and discussing measures for reducing refinery fll('1 1''''' 
losses, improving the production pattern and other matters. Based on 
the recommendations of the Soviet team. TOC wi1\ take suitable action. 

(Ministry of P & c. a.M. No. IS-54012/3/74-0R-I. dated 19th October. 
1974) 

Recommeadation (Serial No. 33) 
potential of 50.400 tonnes of 1iquified petroleum gas per year from the 

The Committee note that though the Project Report envisaged th~ 
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Atmospheric Vacuum Units J end II and 15,000 tonnes per year from the 
Coking Unit of the Barauni Refinery, no LPG was obtained from the 
Coking Unit due to unsteady operation of its stabilisation section. Thef~ 

was also delay of about one year in starting the production of LPG . in 
Atmospheric vacuum Unit I due to non-availabilty of cylinders. The 
Committee also note that inspite of the gradual increase in the production 
of LPG from 239 tonnes in 1965-66 to 14,729 tonnes in 1972-73, it is 
still much short of the potential envisaged in the DPR. Production of 
off-specification LPG in the earlier years due to non-provision of caustic 
and water washing facilities for LPG, inadequate number of weigh scales 
and of filling points at LPG shed, frequent interruptions in the cylinder 
filling operations due to poor performance of weigh scales and leakages 
from filling guns and irregular off-take of filling cylinders and non-
availability/short and interrupted supplies of LPG cylinders oove been 
cited as the reasons for the shortfall in the production of LPG. The 
Committee are informed that corrective steps had been taken from time 
to time to solve these problems. It bas, however, been stated that the 
production of LPG could have been increased if cylinder availability was 
better. 

The Problem of non-availability/sbortage of a particular type of steel 
required for LPG cylinders and the consequent shortfall in the production 
and marketing of LPG have been dealt with in the Report of the Com-
mittee on JOC (Marketing Division). The Committee desire that Govern-
ment Corporation should take timely action in future about the procure-
ment of steel either through indigenous sources or through imports to see 
that lack of cylinders does not depress production. 

The C'.ommittee also hope that maximum possible production of LPG 
would be achieved in the JOC Refineries as low production of LPG mean!; 
wastage of valuable gas in flaring, higher consumption and larger import 
of kerosene or crude which the country can ill-afford at present when it 
is faced with the oil crisis. 

(Paragraph 6.180 to 6.182) 

Reply of the Government· 

Steps being taken to ensure adequate availability of cylinders and tru!l-
portation facilities for the marketing of LPG have already been explained 
in reply to recommendation No. 25 made by the Committee on Public 
Undertakings in their 49th Report on the Indian Oil Corporation (Mar-
keting Divn.). As suggested by the Committee. efforts are being made 
continuously to improve the production of LPG from the refineries. The 

not votted hy Auoit. 
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production of LPG from crude distillation units is almost at the maximum 
level. Efforts are however, being made to see if the production can be 
improved further. In view of the rising demand for LPG,recovery of 
LPG from coker pses is also being p1ano.ed and when these facilities are 
completed in about three years time, it would be possible to produce addi-
tional quantity of about 10,000 tonnes per year at Barauni. 

It may also be pointed out in this connection that lower production 
of LPG may not always mean wastage of valuable gases in flaring. This 
is because al1 refineries need fuel for their operations and refinery fur-
naces are generally designed to burn gas as well as liquid fuel's. This 
flexibility enables a refinery to bum gas (which cannot be bottled and sold 
as LPG) supplemented with liquid fuel. Some gas has also to be flared 
for reasons of safety. If LPG is not produced to the extent possible, the 
gases are used as refinery fuel which results in savings in the use of liquid 
fuel. It may also be submitted that while marketing of lower quantities 
of LPG would mean higher consumption and larger import of kerosene 
this may not necessarily mean additional import of crude because of sav-
ings in liquid fuel. Only if the refinery has some liquid which has no 
market and has to be used on priority and at the same time, there is not 
sufticient demand for LPG would LPG be flared and wasted. 

(Ministry or Petroleum & Chemicals O.M. No. IS-i4012/3/74-0R-I, 
dated 28th December, 1974) 

Recommendation (Serial No. 34) 

The Committee find that the work of modernisation of the LPG bot-
til.: filling p1ant was entrusec to MIs. Engineers India Limited in January, 
1969. Though the work was scheduled to be completed in January, 1970, 
it V.·:1S nctll\llly complete!l only in March, 1972, i.e. after more than two 
years durin,!! which period the e~sential facilities such as hydraulic testing, 
washing and painting of cylinders could not be provided. The Comm:t-
mittee are surprised to note that the question of levying penalty en Mis. 
Engineers India Ltd., for the delay in the completion of the work is still 
under examination of IOC, even after a lapse of two years. 

The Committee recommend that the reasons for the delay shouU be 
investigatl"d by Government and the matter finalised wtihout any further 
delay. 

(Paragraph 6.188 & 6.189) 
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Reply of the Government. 

The Agreement between ElL and IOC for modernisation of the LPG 
Bottle Filling plant at Barauni Refinery provided for the completion of 
the plant upto the stage "ready for commissioning" by the 30th January, 
1970. which was extended to the 31st May, 1970 due to inclusion/modi-
fications of the facilities to cater for the third type of LPG Cylinders to 
be filled-in the same system. Indigenous portion of the plant was ready 
for commissionin!l by February, 1971 but the complete plant, including 
the imported portion, wa'S ready for commissioning by December, 1971 
only. 

The delay cf about one and a half years in the commissioning of the 
plant was mainly due to the following reasons:--

(i) The erection of the indigenous portion of the plant and the 
work relating to the wooden flooring suffered due to-

(a) labour problems faced by ElL sub-contractors at Barauni; 
end 

(b) non-availability of the bonding material, namely, 'plastoloid' 
the only bondinl! material that could be applied without 
any heating process in the running chemical plant-due 
to the labour troubles in the manufacturers factory; and 

(ii) setback in the delivery schedules of the imported itemc; was 
also due to delay in the delivery of the imported LPG load-
ing pumps by the foreign vendor. 

3. The penalty clause for the delay in the commissioning of the plant, 
however, covered only the indigenous portion of the plant. Taking into 
account the extenuating circumstances in respect of the indigenous portion 
of the plant as also the fact that the whole plant could not be got ready 
for commissioning without completing the imported portion, both the IOC 
AND ElL have come to a negotiated settlement. It has been agreed that 
ElL will pay a penalty of Rs. 54,950/- to IOC for the delay in commis-
sioning of the pJant. 

[Ministry of Petroleum & Chemicals, O.M. No. IS 5401213174-0R-I, 
dated 23rd October, 1974J 

Recommenda.ion (Serial No. 35) 

The Committee find that the Gujarat Refinery was designed f(lr a 
capacity of 3 million tonnes per annum. The capacity has been incrc!l!'ed 
to 4.3 million tonnes by bringing about operational changes Mid modi-

"'Reply 'lot vetted b: AUdit. 
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fications. The existing utilisation of capacity is, however, 3.8 million. 
tonnes per year because ONGC is unable to supply the full quota of 
crude. The Committee recommend that ONGC· should step up efforts 
to increase tho IUpply of crude to the Refinery. 

The Committee need hardly point out that any further expansion of 
tIle Refinery should be done only after fully ensuring the desired quuta 
of indigenous/imported crude. 

(paragraph 7.7 &. 7.g.) 

Reply of the GOvernment 

The Oil & Natural Gas Commission are making their best efJortg to 
increase production from their oil fields in Gujarat. From the estimate 
of production of crude oil from the Gujarat fields ONGC expect to be in 
a posihon to supply the full crude oil requirements of the KoyaJi Refinery 
from 1975-76. A vigorous programme has been taken up by the Com-
mission to increase crude production from the North Gujarat fields. 

As regards lhe Committee's observation that any further expansion of 
the refinery capacity should be done only after fully ensuring the desired 
quota of indigenous/imported crude, the position has already been ex-
plained in reply k) recommendation SI. No. 19. 

[Ministry of Petroleum & Chemicals, O.M. No. IS 5401213174-0R-I, 
dated 19th October, 1974] 

Recommendation (Serial No. 36) 

The Committee note that 40 per cent of the Refinery's design draw-
ings were prepared by Indian Engineers in collaboration with a smaU 
team of seven Russians, and the expansion of Gujarat and Barauni Refi-
nery was done 100 per cent by the same organisation. The Refinery 
utilised about 60 per cent of equipment and materials from indigenous 
sources and about 75 per cent for the expansion to three million tonnes. 
The expansion of the Refinery to 7.3 m.iIlion tonnes is being designed and 
built without foreign collaboration. 

The Committee hope that Government/Corporation would emuhlte 
the example of Gujarat Refinery while planning and executing the expan-
sion/creation of capacity in the country during the Fifth Five Year Plan. 

(Paragraph 7.18 and 7.19) 
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Reply of the Government 

Tbe observations made by the Committee have been noted. Efforts 
are being made to utilise to the maximum extebt possibletheindigettous 
.(:apabilities in the matter of design and engineering and supply of equip-
ment!; and materials in the planning and execution of the refinery projects 
~uring Fifth Plan period. In the- case of projects being executed under 
collaboration agreements (e.g. Mathura Refinery with Soviet collaboration) 
while every possible endeavour will be made for the maximum use of 
indigenous knowhow, fabrication capacities etc., the procurement of cer-
tain units and facilities of the Refinery for the preparation of Detailed 
Project Report and detailed working drawings and other services from 
abroad becomes inescapable. 

[Ministry of Petroleum & Chemicals. O.M. No. IS 5401213174-0R-I, 
dated 19th October, 1974J 

Recommendation (Serial No. 37) 

The Committee note with satisfaction that the Corporation was able to 
-effect a saving in the capital cost of the Refinery. The actual expenditure 
incurred by the Refinery {or the two million tonnes capacity was 26.27 
crores as against the· project estimate of Rs. 30.99 crores. The actual 
-expenditure on the expansion of Refinery from 2 million tonnes was Rs. 2.4 
crores as against the estimate of Rs. 2.9 crores. The actual expenditure 
on the Udex Plant was Rs. 2.56 crores as against the project estimate of 
RI. 2.69 crores. 

(Paragraph 7.24) 

Reply of the Government 

The appreciation made by the Committee regarding IOC's effecting 
-saving in the capital cost of the Refinery has been noted. 

[Ministry of Petroleum & Chemicals. O.M. No. IS 5401213174-OR-I, 
dated 23rd October, 1974] 

Recommendation (Serial No. 38) 

The Committee find that the ccncept of staff and line function was 
introduced in the Gujarat Refinery about 31 years ago. The new concept 
of 'Technical Audit' has also been introduced in this Refinery. As a re~mlt 
of proper inspection and prevention maintenance, consumption of utilities, 
fuels and chemicals have been reduced thereby increasing the yield and 
reducing the processing cost. 
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While the Committee appreciate the steps taken by the Gujarat Refinery 
they hope that similar steps would be taken in the other IOC refineries in 
order to bring about improvement is operating efficiency and elect. econo-
mics in costs. 

(Paragraph 7.26 and 7.27) 

Reply of the Governmeut 

Action in pursuance of the observation made by the Committee is being 
taken by the Indian Oil Corporation. Note explaining the position in this 
behalf furnished by the IOC is enclosed. 

[Ministry of Petroleum & Chemicals, O.M. No. IS. S4012/3/74-0R-I, 
dated 19th October, 1974.] 

Note from IOC 

The Concept of staff and line function was introduced in Gurarat 
Refinery in April, 1968 when the Technical Services Department was 
formed to perform staff function by grouping together other Departments 
like process Engineering. Development work like process Engineering, 
Import Substitution, Project Design & Drawing Offices, Inspection for 
preventive maintenance being essentially a !!taff function was separated 
from Maintenance Department and brought under the Technical Services 
Department so that it becomes more effective. 

Although, some work in connection with heat economy was earlier done 
by Process Engineering Group in May, 1969, the concept of Technical 
Audit as an independent function as part of Technical Services was first 
introduced in Gujarat Refinery for achieving reduction in the consumption 
of fuel, utilities, chemicals, Hydrocarbon losses, etc. as well 'as for opti-
mising yield pattern for higher profitability. 

The Technical Services Department in Barauni and Gauhati Refineries 
was subsequently formed on similar pattern of staff-line function. Like-
wise Technic-al Audit Cell as part of Technical Services was formed in these 
Refineries in Jooe, 1972 and has been actively carrying out its function 
outlined above. Some result achieved by technical Auditing in Barauni 
Refinery is given bclow:-

Product recovery vtt. % on crude • 

P.ael C")nsul1lption vtt. % on crude 

510 L.S.-4 

IQ7~-73 1973-74 

9O'9S 
7'S9 

9 1 ·7S 

7 '10 
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Similar actions have been iDitiated in Gauhati refinery. The result could 
be positively evalwted only after the completion of the installation of 
necessary meters as well as after the upliftment of LSHS started for 
Chandrapura Power Station. Inspectioo also after being made into staff 
function has' been funchtioning in all the Refineries much more effective-
ly towards improvement of service factor of various processing units. 

Over and above, these staff functions have been further streng~ened 
by forming Central Services Organisation (CSO) and Technical Audit Cell 
at Head Office of Refineries Division since May, 1972. While CSO caters 
towards activities like improvement of Mainten'8nce inspection, corrosion 
control and Materials' Selection in order to improve service factors ot 
Refineries, Technical Audit Cell is engaged in further stepping up this 
activity in the Refineries in order to achieve goals of energy conservation 
and higher profitability. 

Rec:ommendetion (Serial No. 40) 

The Committee find that there has been delay of 3 to 12 months in tho 
completion of the various units of the Gujarat Refinery due to delay in the 
supply of equipment and detailed working drawing by the collaborators. 
The delay was also st'Bted to be due to occasional strike by the workers of 
the contractors. 

The Committee reiterate their earlier recommendation in paragraph 122 
of their 36th Report (3rd Lok Sablta) that the delay in the execution ot 
schemes regarding creation/expansion of refinery capacity in the country 
should be avoided at all costs So that import of petroleum products involv-
ing huge amount of foreign exchange is reduced to the minimum. 

(Paragraphs 7.45 & 7.46) 

Reply of Government 

The observations of the Committee have been Doted, and all efforts will 
be made to avoid such delays in future. 

[Ministry of Petroleum" Chemica)s, O.M. No. IS. 54012/3/74-0R-I, 
dated 19th October, 1974.] 

Recommendation (Serial No. 41) 

The Committee find that the Udex Plant of the Gujarat Refinery was 
originally scheduled to be completed by December, 1967. It was however, 
actually completed in December, 1968. There has been an initisl delay of 
9 months as the bank guarantee already issued to ONGC had to be trans-
ferred ill favour of IOC and the import licence had to be revalidated, COD-
sequent on the transfer of the Refinery from ONGC to IOC. The date of 
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contract with the Italian firm was accordingly shifted from December, 1964 
to September, 1965. 'There had also been a delay of one year in supplying 
of the basic data by the owners to the contractors (3 months) in the delivery 
of purchase specification and equipment (6 months) and in the delivery 
of drawings and specifications (3 months). 

The Committee are not happy over such administrative delays which 
had resulted in delay in the erection and commissioning of the Plant. They 
hope that such delays would be avoided in future. 

(Paragraphs 7.53 & 7.54) 

Reply of tile Governmeat 

The observations. of the Committee have been brought to the notice ot 
the IOC, and have been noted by them. 

[Ministry of Petroleum & Chemicals, O.M. No. IS. 54012/3 j74-0R-J, 
dated 19th October, 1974.] 

ReeommelldatioD (Serial No. 41) 

The Committee note that the Udex Plant was set up on the assumption 
that the Caprolacum Plant of Gujarat State Fertiliser Corporation, the 
Hindustan Organic Chemicals and two or three other industries would be 
able to absorb aromatic chemicals such as Benzene, Toluene, etc. But 
the establishment of Caprolactum Plant and the Hindustan Organic 
Chemicals was very much delayed. The increased Benzene production 
in the Steel Plants further reduced th~ sale of ~enzene from the Udex 
plant. As a result the plant could achteve only 26 per cent of the rated 
capacity during 1969-70. Jt has, however, gradually improved its 
performance during the subsequent years. During 1970-7], 1971-72 and 
1972-73 it achieved 47.22 per cent, 67.27 per cent end 87.21 per ce·Qt 
of its rated capacity. 

The Committee feel that the erection and commissioning of the Udex 
Plant should have been coordinated with the establishment of factories 
consuming Benzene and Toluene, so that there might be an assured market 
for the products of the Plant; 

The Committee are informed that the M6I1agement have in hand a 
scheme to expand the capacity by 25 per cent. The Committee hope that 
the Corporation would profit by their experience and ensure adequate 
markets for Benzene and Toluene before undertaking the expansion 
scheme. 

(paragraphs 7.65 to 7.67) 
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Reply of Goveramen'* 

The settina up of the Udex Plant at the Koyuli Refinery and the 
Caprolactum Plant at GSFC were considered at about the iame time. 
While the Udex Plant of the K(Y}'ali Refinery was comp'cted and 
commissioned in 1968, GSFC's caprolatum plant got delayed largely due 
to the problems with the collabomtors. 

KoyaH Refinery has now been successful in ralslOg the production 
capacity of the Udex Plant to 44,000 tonnes of Benzene and 17,000 
tonnes of Toluene per year as against the designed level of 33,000 tonnes 
of Benzene and 14,000 toones of Toluene. The increased production of 
Benzene and Toluene has been achieved at a very smeJ~ cost. As regards 
the market for Benzene, at present the demand for Benzene is more than 
the supply. In fact, the supplies are being regulated' by the Ministry and 
except for pesticides and drug raw materials, supplies are being restricted 
to 80 per cent of the demand. GSFO is not yet operating its full capacit"j 
and when it does, the shortages are likely to increase. The position of 
supply being less than the demand is expected to continue for some more 
years and, therefore, market for increased production of Benzene from 
the KoyaJi refinery would be no problem. 

As regards Toluene, there is a surplus at present in the domestic 
market and the demand for the Indian Oil Corporation is only to the 
extent of about 10,000 tonnes per year as against their production capacity 
of 17,000 tonnes. Efforts are being made for export of Toluene which 
is surplus to the requirements in the country. 

[Ministry of Petroleum & Chemicals, O.M, No. IS-54012/3/74.0RJ, 
dated 19th Oct. 1974]. 

Recommendation (Serial No. 43) 

The Committee note that Gujarat Refinery has been able to achieve 
a higher percentage of yield than envisaged in the Detailed Project Report 
by certain steps like economy in the usage of own fuel, reduction of 
power, steam and water and effecting control by technical auditing. 
utilisation of more and more gas as own fuel resulting in less flare, 
watching and controlling the losses arising at various points during storage, 
handling, loading operation. etc. The Committee recommend that the 
C'.orporation shoultl consider taking similar measures in the other refineries 
also so as to improve the operating efficiency end effect economy. 

(Paragraph 7.89) 
-_ .. _---------- _._---_ .•. _---

«Reply not vetted by Audit. 
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Reply of Govenuaeat 

Gujarat Refinery has dODe considerable amount of work througb the 
activities of the Technical Audit Cell towards reducing the consumption 
of fuel and utilities. The experience gained in the Gujarat Refinery is 
now being utilised in the other refineries also. Technical Audit Cells 
have been set up in all the three refineries. These work under the 
guidance of the Technical Audit Cell at the head office. Many steps 
which proved very useful in the Gujarat Refinery are being adopted in 
the other two refineries with suitable modifications where necessary. 
These measures have further improved the recovery of finished products 
in the Barauni Refinery during the last two years. The recovery of 
finished products during 1972-73 was 90.95 per cent and during 1973-74, 
91.74 per cent. It may also be stated that the recovery of finished 
products at Barauni !has been considerably higher than the design norms 
from 1968-69 onwards. 

The improvC(ment in the recovery of finished" products is largely 
attributable to th'e reduction in consumption of the fuel and utilities Elnu 
reduction in hydro-carbon loss. In the Oauhati Refinery also, action has 
been initiated to reduce consumption of fuel and utilities. 

[Ministry of P & C O.M. No. IS.54012/3/74-0R-I, 
dated 19-10-74]. 

Recommendation (Serla) No. 44) 

The Committee find that the profitability of the three refineries varied 
widely from year to 'Year. In some years the fluctuations in the working 
results are quite disconcerting. Gauhati Refinery suffered a loss of 
Rs. 23.76 lakhs during 1970-71 as against a profit of Rs. 68.13 lakhs 
during the previous year. Lower throughout, fixation of higher price for 
crude due to adoption of medium range tanker freight rates, import of 
power from the Assent Electricity Board due to capital maintenance of 
refinery's own turbo-generators are stated to be the reasons for the Jose 
during 1970-71. During 1971-72 and 1972-73 the Refinery made a profit 
of Rs. 37.87 lakhs and Rs. 72.78 lakhs respectively. 

Barauni Refinery made a profit of Rs. 170.54 lakhs, Rs. 343.03 lakhs 
and Rs. 277.98 lakhs during tbe years 1970-71, 1971-72 end 1972-73 
respectively. The decline in profit during ]972-73 as compared to ]97]-72 
was due to higher price paid for the imported crude. 

Gujarat Refinery made a profit of Rs. 168.34 lakhs, Rs. 725.43 lakhs 
and Rs. 643.31 lakbs during the years 1970-71, )971-72 and 1972-73 
respectively. The shortfall in proftts during 1970-71 was due to liability 
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of Rs. 245 lakhi towards increases in the price of crude oil arising out 
of an award by the Arbitrator. 

The Committee also find that the expenditure per tonne of crude 
procesSed in Gauhati and Barauni Refineries was much higher than in 
Gujerat Refinery. In case of Gauhati Refinery it was Rs. 41.65, Rs. 35.60 
and Rs. 37.78 during the years 1970-71, 1971-72 and 1972-73 respectively 
and for Barauni it was Rs. 34.41, Rs. 33.96 and Rs. 35.02 respectively 
as against Rs. 12.92, Rs. 12.37 and Rs. 13.73 respectively for the Gujarat 
Refinery. The operating cost in the Oauhati and Barauni Refineries was 
also much higher than the Gujarat Refinery. As against the operating 
cost of Rs. 1,118 per 100 tonnes of crude prooessed in the Gujarat 
Refinery during 1972-73, the operating cost in the Gau-hati and Barauni 
Refineries was Rs. 3,573 and Rs. 3,403 respectively. The recovery of 
products in the Gauhati and Barauni Refineries was 90 and 91 tonnes as 
compared to 92.5 tonnes in Gujarat Refinery. The 'Yield in the ESSO, 
Burmah Shell and Caltex Refineries was 95.0, 93.8 and 91.5 tonnes 
respectively. 

It has been stated that there are several factors which vitiate com-
parison between different refineries with regard to profitability as it was 
dependeot upon several variable factors such as location and capacity of 
the Refinery, quality of crude processed, capacity utilisation and the 
price of crude, etc. The Management have, however, admitted that 
there is need for making lot of improvement in the working of the JOC 
refineries and that it would take a few more years for the IOC refineries 
to come to the standard of refineries in the private sector. The Committee 
are informed that a Central Service Organisation has been set up to give 
advice on ways and means to improve the services and a Technical Audit 
Cell is examining the consumption pattern of various fuels, chemicals and 
utilities in order to fix norms for the different Units in the refineries. 
The Committee hope that with the assistance of the Technical Audit Cell 
and Central Service Organisation, it would be possible to effect economies 
in operating costs, attain maximum recovery and increase the profitability 
of the refineries in the coming years. 

(paragraphs 8.22 to 8.26) 

Reply of the Goverament 

The observations made by the Committee have been noted by IOC 
and they are continuin~ their efforts to improve the performance and 
profitability of their refineries. 

[Ministry of P. & C. O.M. No. IS.S401213174-OR-I, dated 19-10-74] 
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ReeollUlleDdaliea (Serial No. 45) 

The Committee find that during the years 1966-67 to 1972-73, the 
value of the stores held in stock varied between 29 to 39 months COD-

sumption, 24 to 50 months consumption and 9 to 34 months consump-
tion in the Gauhati, Barauni and Gujarat Refineries respectively. Pur-
chases have also been in excer.s of tbe consumption of stores judged from 
their value. The Committee find that maximum and minimum limits 
have been fixed only for 645 items out of 9,978 items in Gauhati, 7.329 
items out of 16,406 in Barauni and 5,204 items out of 11,086 items in 
Gujarat. The Committee regret to note that even now the construction 
materials have not been cODJpletely se.aregated from those required for 
operation and that surplus stores worth Rs. 54 lakhs are still being 
carried by the refineries. Physical verification of stores was not done in 
the three refineries according tel the prescribed procedures. Though 
such a verification is required to be done annually, it was not done at 
all in Barauni during 1970-71 and only 1.6 per cent of the work was 
done in 1972-73. The Committee are surprised to note that th~ manage-
ment fixed norms for physical verification only in August. 1972 and the 
work of physical verification according to these norms is st,ill in progress. 

The Committee furthe, note that although the Management decided 
to streamline the stores and purchase procedure in 1965 and the Con-
troller of Stores and Purchases was entrusted with the task of compiling 
stores and procedure in October, 1965. it was only after three years in 
1968 that a draft was produced and even after it was finalised in 1969. 
a firm of consultants appointed for streamlining the Materials Departmt"nt 
at Barauni was asked to draw up a Purchase Policy and Procedure Manu-
al. Though a draft manllal was given by the consultants in September. 
1970 this was finalised' in January. 1973 and is now stated to be under 
the examination of Finance Director to whom it was referred to by the 
Board. The Committee feel concerned about the inordinate delay of 
over 8 years in evolving comprehensive stores and purchase procedure. 
The Committee recommend that the Manual should be finalised without 
any further delay and the entire procedure of Stores and Stock ('.cntrol 
should be streamlined, so as to prevent excessive purchases and obviate 
accumulation of surplus stores. 

(paragraphs 9.11 and q .12) 
Reply of Govemmeat* 

A Committee on Inventory Control of the BPE had studied the 

-------------------------------------------• t\t the time of factual verification Audit in their letter No. 36SCA 111/305-74 dated 
23-4-1975 have stated that according to the verillcation conducted by the Principal Audit 
officer, total inventory held by Baraunl & Qularat Refineries represented 10-14 months and 
the TTlonths consumption. 



working of Materials Department at Barauni Refinery and had sugested 
the following stock ceilings for different categories:-

S.,ares Stock Ceilins 

--------------------.------
(i) Imp;Jrted . 

(ii) Indig:nou, 

Imurancc: Items 

Other Stores . 

12. to 14 months avuage. 

9 months to be gradually reduced to 
6 month~. 

Items and quantities to be determinld hy 
a technical committee of the Plant. 

Varying from one. to 18 months depending 
on the Lead tUne of the material. 

The above Jl9I'ms have been accepted by the Management and the 
Refineties have also been advised to adopt these. 

The total inventory held by the Gauhati, Baraum and GujaTal Re-
fineries as at tho end of the year 1973-74, excluding insurance spares 
and items related to work in progress, has now been reduced to about 
19 months, 12 months uC 10-14 months respectively based on average 
consumption. 

The construction material intended for the various projects arc catf'-
gorised as such, on receipt, and are shown separately in the stores records. 

Against the total surplus stores valued at Rs. 54 lakhs available with 
the Refineries as on 31st March, 1973, the value of surplus stores as 
on 31st March, 1974 was Rs. 44.26 lakhs. Out of this, materials valued 
at Rs. 9.2 lakhs are proposed to be retained for use in various jobs con-
nected with the expansion of Gujarat Refinery as also at other units of 
IOC. For the balance materials the disposal action is in various stages 
of progress. 

IOC have since ftnalised and brought into force the Purchase Pro-
cedure Manual. This Manual is very comprehensive and has streamlined 
the entire procedure of Stores and has Stock control so as to prevent 
e~essive purchases and obviate accumulation of surplus stores. 

[Ministry of Petroleum & Chemicals, O.M. No. IS 5401213174-OR-I, 
• • ~ I dated 26·10-19741 

RecollUllflulatioll (Serial No. 48) 

The Committee note that the Internal Audit Department was reorga-
nisPd in March. 1969 Pld the Board of Directors desired that important 
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points noticed by it should be brought to their notice from time to time. 
The Internal Audit was also expected to conduct a critical review of 
syst~ms, procedures and operations of the refineries as a whole. The 
Cmnmittee are surprised to note that it was only in August, 1971 that 
important points wore brought to the notice of the Board of Directors 
for the first time. A critical review of systems, procedures and opera-
tions of the Gauhati and Gujarat Refineries was conducted only' in 
1972-73. Critical review of production units and utilities in the Barauni 
Refinery was done during 1971-72 and that of LPG production and utili-
sation of Coke Calcination Plant was undertaken in 1972-73. 

The Committee need hardly emphasise the importance of Internal 
Audit as one of the essential tools of management control. 'They, there-
fore, recommend that the Corporation should activise and strengthen the 
Internal Audit Cells in the refineries and make use of the reports of 
Internal Audit to set right the deficiencies, plug loopholes and cut out 
wastages in the various Units. 

(paragrapba 10.15 " 10.16) 

Reply 01 Government 

IOC have taken action to activise and strengthen Internal Audit Cells 
in the refineries so that the Internal Audit Reports could be made use of to 
set right the deficiencies, plug loopholes and cut out wastages in the various 
units. 

[Ministry of Petroleum & Chemicals, O.M. No. IS. 54012/3f74-OR. I, 
dated 19-10-1874]. 
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RECOMMENDATIONS WHICH THE COMMITTEE 00 NOT DESIRE 
TO PURSUE IN VIEW OF GOVERNMENT'S. REPLIES. 

Recommendation (Serial. No.3) 

The Committee find that one of the considerations for locating tlho 
Refinery at Haldia was the easier availability of land at low cost. The 
Committee were, however, informed that even when the decision to set up 
the Refinery Was taken, land had already been acquired by the Calcutta 
Port Commissioner and the Corporation was faced with a jait-accompli to 
take over this land on a lease rent of Rs. 3.60 lakhs per year. The under-
taking would thus be saddled by a recurring liability. 

The Committee regret to note that although 335 acres of land was taken 
as early as 1969, no agreement stipulating terms and conditions of lease 
has so far been finalised. The Committee recommend that the Govern-
ment/Corporation should take up the matter at the approprrate level with 
a view to finalise the agreement without further delay. 

The Committee understand that one other consideration for locating 
the Refinery at Haldia was the easier availability of fresh water from the 
tube wells. The Committee find that this benefit has also not been actually 
realised. The Site Selection Committee had assumed that each tube-well 
would yield one million gallon of fresh water per day, Bnd this assumption 
was stated to be ba!'ed on the assessment made by the Ground Water Divi-
sion of the Geological Survey of India. The Committee are surprised to 
note that Geological Survey of India had, however, indicated in 1969 th-at 
half of the area in which the Refinery was to be located would hardly have 
any suitable acquifer for yielding water while tlhe remainimg half might yield 
0.5 million gallons per day per tube well sunk in that area. 

The Committee recommend that the matter regarding conflicting assess-
ments made by the Geological Survey of India may be investigated in order 
to fix responsibility and avoid recurrence of such wrong assumptions in the 
framing of project details. 

, , 50 

(paragraphs 3.11 to 3.14) 
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Reply of the Govemment* 

In consultation with the Calcutta Port Commissioners, JOC prepared a 
draft lease deed stipUlating the terms and conditions of the lease for the 
land acquired for the Haldia Refinery Project. The draft lease deed had 
been mutually agreed upon except for one clause to which IOC suggested 
certain amendments. These amendments have been accepted by the 
Calcutta Port Commissioners. Calcutta Port Commissioners, however, 
have to get approval of the Ministry of Shipping & Transport to the amend-
ments before the deed could be finally executed. This matter has been 
taken up with the Ministry of Shipping and Transport and the deed Is 
expected to be executed shortly. 

Regarding the differences in assessments about the yield of tube wells, 
the matter has been examined in detail in consultation with the IOC. The 
question of availability of water for Haldia Industrial Complex was jointly 
examined as early as in 1963 by the Calcutta Metropolitan Plan Organisa-
tion, the Irrigation and Waterways Directorate of Government of West 
Bengal, the Calcutta Port Commissioners and' the Geological Survey of 
India. In 1964, the Site Selection Committee expected a yield of one 
million gallons per dey from a 10" diameter tube well based on the data 
which was collected earlier by the Calcutta Port Commissioners and the 
Government of West Bengal in association with the GSr. This expectation 
of the Site Selection Committee, however, was subject to confirmation after 
detailed investigations were carried out. The Committee also observed 
that tube wells will not be able to meet the total fresh water requirements 
of about 40 to 45,000 MGPD required for the township, the Port and 
various industries and other sources will have to 'be found. Detailed inves-
tigations were carried out by the GS! between December. 1967 and June, 
1969. Their findings were reported in February, 1970 which indicated 
that a well could yield 40 45,000 gallons per hour at a pumping level of 
22 to 25 meters below land surface on continuous pumping for 12 hours. 

In the 'Water Supply Technical Feasibility Report" on Haldia Industrial 
Complex issued by the Irrigation and Waterways Directorate in June, 1970 
which is considered to be the final one for all matters related to water 
supply in Haldia Industrial Complex, it has been mentioned as follows:-

"According to Geological Survey of India report, expected yield or 
each tubewell would be about 40 to 45 thousand gallons pe· 

hour at 10 metres to 22 meters draw down. Such a draw down 
is considered to be high and for the present it is proposed to be 
kept limited to -about 5 metres only as recommended by the 
Central Board of Irrigation and Power based on extensive 

*Reply not vetted by Audit. 
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studies of yield from tube wells in Uttar Pradesh ud Punjab. 
For the estimate purpose, average yield from each tubewell has 
been adopted as 25,000 gallons per hour. Assuming 16 hours 
of pumping per day the yield from each tubewell would be 
about 0.40 MGD with a draw down of about 5 metres". 

From the above facts it will be seen that the assessment made by tbo 
Site Selection Committee for the Haldia Refinery Project about the nvaila-
biliy of sub-soll fresh water was based on the broad assumptions made at 
that time on the basis of available OOta. But the actual yield of tube wells 
could be assessed only after some exploratory drilling and the tests of wells 
were conducted which is a process involving sometime. In June, 1970. 
the special committee formed by the Government of West Bengal com-
prising of the Adviser Irrigation and Water-ways Deptt. and the Calcutta 
Port Commissioners by way of caution recommended, from the operational 
point of view the pumping at the rate of 25,000 gallons per hour only with 
a draw down of about 5 metres. This recommendation was made taking 
into consideration that the over developmertt of the ground water may causo 
land subsidence and salt water encroachment requiring further lowering of 
pumping level. In the light of the facts mentioned above, it does not 
appear that there was any contradiction in the assessments made regarding 
the water potential in the area. It is, therefore, considered that no further 
investigation into this matter is necessary. It may also be stated that the 
entire water requirements of the Haldia Refinery are presently being met 
only from the tube wells sunk. at the refinery site. 

[Min. of P & C O.M. No. IS-54012/3/14-0R-I, dated 28. 12. 74]. 

Recommendation (Serial No.7) 

The Committee find that the private sector refineries have increased 
their capacity from 8.25 million tonnes per ennum to 10.30 million tonnes 
per annum. The Committee were informed that this increased capacity is 
being utilised for getting the crude oil supplied by IOC processed and tho 
products taken over by IOC for marketing. It has been admitted that bad 
the Haldia Refinery been ready as scheduled and the Koyali Refinery had 
its pipeline, the Indian Oil Corporation would not have gone to the private 
sector companies for refining their crude. 

The Estimates Committee (1967-68) in their Fiftieth Report on 'Petro-
leum and Petroleum Products' had earlier expressed their doubt wlhetber 
the capacity of these private sector refineries could be increased with minor 
modiflcations 'and improvements unless the additional capacity was COD-

temleted and built mto the original plant and equipment itself. They re-
commended that Government should immediately evolve a suitable machi-
nery to ensure that no industria:. "nit was able to increase its licensed 
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capacity in that manner without prior approval of the Government. The 
Committee regret to note that in spite of this recommendation of the fsti-
mates Committee and inspite of Government's own categorial assurance, 
the Governmeat have not investigated into the matter. They are surprised 
to find that refineries have created a further capacity of more than 2S per 
cent and are operating at levels higher than those licenced for. The Com-
mittee recommend that the Government should make a detailed and 
thorough investigation without any further delay. 

The Com.mittee note lhat Government claim that they have been able 
to increase the refinmg capacity of the existing refineries by debottle neck-
ing, changing operating conditions etc., in the Koyali, Cochin and Madras 
Refineries. The Committee, however, find that the percentage of increase 
achieved in those refineries is much less compared to the increase in the 
capacity achievel1 by the private refineries. The Committee recommend 
that Government/Corporation should give the highest priority to this aspect 
of increasing the refining capacities in the public sector refineries by revam-
ping and debottlenecking etc. so as to achieve maximum results. 

(Paragraphs 4.24 to 4.26) 

Reply of Government. 

The reasons for the delay in .the commissioning of the Haldia Refinery 
have been separately submitted to the Committee on Public Undertakings. 
Tberewas no proposal to lay a crude oil pipeline to the Koyali Refinery to 
carry imported crude during the Fourth Five Year Plan because there was 
expectation of increased indigenous crude oil from the ONGC's oil fields 
in Gujarat. 

With regar~ to the creation of excess refining capacity by the three 
private sector coastal refineries, the ESoo Refinery has already come into 
the Public sector in March, 1974 with the acquisition of majority shares 
by Government in ESSO's operatioo in India. Negotiations are in progress 
with Burmah-Shell and Caltex also and these companies are also Hkely to 
come under the public Soxtor in the near future. Irrespective of the capa-
city of the refineries, the operating levels of all the refineries operating on 
imported crude are fully regulated and controlled by Government through 
control over foreign exchange releases for import of crude oil. From J \)74 
onwards in view of very steep incr(%lse in the prices of imported cruc.l~ oil 
and limited availability of foreign exchange, many of tlhe refineries process-
ing imported crude oil are operating welI below their Rormal operating 
levels. Tbe surplus capacity created by the Oil Companies is, therefore 
used by (:be Government only when required in the national interest. 

·Reply not vetted by Audit. 
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In the situation when there was inadequate refining capacity in tho 
public sector, keeping in view tlhe better product pattern that may be 
dbtained from the private refineries, and the advantages in importing crude 
oil instead of products, m the over all national interest the excess refinillg 
capacity available with private sector was utilised by Governlent to process 
crude oil supplied by IOC. In this connection attention is invited to the 
discussions in the Rajya Sabha on Starred Question No. 313 on the 6th 
August, 1973. The then Minister of Petroleum and Chemicals made cer-
tain observations and these are quoted below:-

...... Therefore, we !have taken steps to utilise all the UDutilised 
capacity in the interest of the people to meet the expanded 
demands of the petroleum products. I suppose it has strength-
ened the Indian economy . 

. . . . . . We utilised this in the interest of the people and there is no 
point in punishing the people who helped us in strenpJhtening 
our economy". 

In the light of the observations made by the former Minister on the 
question ttf surplus capacity of the private sector refineries and in the 
present changed context, there does not appear to be any need for a detailed 
and thorough investigation with regard to the creation of higher capacities 
by these refineries. An investigation would also require considerable time 
and effort 9S these refineries were designed by foreign contractors in their 
design offices abroad. Unless the calculations and drawings of the original 
process units are available, it will not be possible to estimate the capacity 
origin"cllly bulit. For the subsequent expansion also, it would be necessary 
to obtain the relevant data. If the company show their inability to locate 
these data and drawings the investment will not lead to any definite conclu-
sions. As tlhese refineries were built about 20 years -ago, all the data may 
no longer be available or may be available only partially. It is, therefore, • 
considered that an investigation into the matter 'at this stage may not yield 
any useful results. 

The observation of the Committee that highest priority should be given 
to increasing the refining capacity in the public sector by revamping, de-
bottlenecking etc. has been noted for guidance. This is a continuing pro-
cess and the management of the public refineries !have been advised to 
keep in view the Committee's observations and take suitable action for 
increasing the refining capacity. It would, however, be noted that in view 
of the present price ]eve] of imported crude oil and the foreign erchango 
constramts being faced by the country referred to alretldy, supply of ade-
quate quantities of imported crude oil to the refineries so as to operate them 

even at their normal leve]s is becoming increasingly difficult. 
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Recommendation (Serial No. 11) 

The Committee find that the utilisation of capacity of the Kerosene Re-
fining Unit was only 18.90 per cent, 31.84 per cent, 12.61 per cent, 19.33 
per cent, 30.2 per cent; 27.2 per cent, and 53.3 per cent of the designed 
capacity during the years 1966-67, 1967-68, 1968-69, 1969-70, 1970-71; 
1971-72 and 1972-73 respectively. The shortfall in the util'~ation of 
capacity was stated 10 be due to substantial Clhange in the qualit of crude 
resulting in lower percentage of kerosene production than tlrat ! Jsumed at 
the time of designing the plant. Moreover coke kerosene fram the Coking 
Unit could not be spared for processing in this Unit as the same was 
required to be 'blended into diesel oil and fuel oil. The Committee also 
note that the Unit could not be run continuously on account of problems 
of corroSion and low inventory of Sulpher dioxide. The Committee are 
unable to appreciate as to why it is not possible for the Corporation to 
locate the sources of iupply of SuJ.pher Dioxide in tUDe and take IlI:tion 
well in advance to arrenge for the supp!y of Sulpher dioxide. 

The Committee were also informed that the inferior kerosene had a 
market and it could be produced without using the Kerosene Treating 
Unit. During the earlier years also there was. the problem of finding a 
market for iomex. 

From the foregoing, the Committee are led to the conclusion that the 
Kerosene Refining Unit was set up without assessing the quality and quan-
tity of inputs that would be available for processing in this Unit and without 
carrying. out a detailed market survey for its product yield. The Commit-
tee regret to note that variation in the product yield compared to the yield 
envisaged in the Technical Project Report resulted in the loss of revenU6 
to the extent of Rs. 35.57 lakhs during the years 1966-67 to 1972-73. 

The Committee recommend that Government slhould enquire into tho 
circumst1lJlces leading to the setting up of this Unit without proper plan-
ning and a detailed market survey. The Committee hope that at least now, 
in the light of the past experience, the Management would take advance 
action to ensure the availability of adequate. quantity of Sulpher dioxide 
required for the operation of the Unit aod avoid recurrence of problems 
like Corrosion etc. so as to ensure continuity in operating tihe Unit and 
achieving maximum output of the installed capacity. 

(Paragraphs .5.48 to .5.51) 
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Reply of the Government. 

At the time the kerosene treating unit was designed, it was expected 
that most of the straight run kerosene from crude oil distillation as well 
as kerosene fraction from the coking unit would be treated in the unit' 
for the production of superior kerosene. When Gauhati refinery went 
on stream, it was found that the quantity of inferior kerosene feedstock 
that could be processed in the Gauhati kerosene treating unit was much 
less than the design capacity of the. unit because of the following reasons: 

(a) Production of less kerosene from the crude oil because of change 
in crude qtrality; 

(b) it became necessary to blend most of the coker kerosene with 
diesel oil fractions to meet the specifications for high speed 
diesel oil; 

(c) the product price at ~hat time was such that the net realisation on 
account of sales of superior kerosene and iomex which are 
products from kerosene treating unit, was less than the price 
for the feedstock if it could be sold as inferior kerosene; 

(d) whereas there was little market for iomex at that time, there 
was still a market for inferior kerosene and therefore there 
was no particular reason to process all the inferior kerosene into 
superior kerosene; 

(e) lowering of smoke point of superior kerosene by the lSI (25mm 
to 20mm) from January 1968 onwards. 

For the above mentioned reasons, it was not necessary to run the keroseno 
treating unit at Gauhati to full C"dpacity for processing inferior kerosene 
into superior kerosene. 

In view of this, Government are of the view that a further investigation 
into the matter is not necessary. 

The requirements of Sulphur Dioxide in respect of the Kerosene Treat-
ing Unit at Gauhatj and B'arauni are about 60 toones per month. The 
steps which have since been taken by JOe to ensure regular supplies of this 
chemical to these refineries are as under:-

(i) The fixation of two new suppliers at Bombay since early 1972 
has considerably improved the supply position of SO l • 

• Reply not vetted by Audit. 
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(ii) 41 Nos. SO cylinders have since been obtained from U.K. firm 
and put iii circulation for transporting SO. to the refineries. 

(iii) In order to improve the tum-round period of the cylinders the 
Refineries have been advised to keep a strict watch 00 the 
movement of cylinders and to ensure that the empty cylinders 
are returned to the suppliers for refilling in the shortest possible 
time. 

(iv) A proposal has been made to FC) for setting up a SOl plant 
at their Sindri Unit for meeting the SO. requirements of Oau-
hati, Barauni and Boogaigaon refineries. FCI have accepted 
the proposal and are now conducting studies for setting up this 
project. 

10C has also taken verious remedial steps to meet the problems of 
corrosion, by reducing the water content ict the Sulphur dioxide within 
0.04 to 0.05 per cent by the Fisher Method which is considered to ~ 
very safe; and replacing with stainless steel intervals of the columns, the 
tube bundles in the reboiler, chillers, discharge line and drain line. Tho 
caustic suction lines & fittings have been replaced with PVC pipes. 

(Ministry of P & C O.M. No. IS-5401213174-0R-I, dated 23.12.1974) 

Recommendation (Serial No. 13) 

The Committee find that an agreement was entered into with Mis. India 
Carbon Ltd. (ICL) in June, 1961 for the sale of Raw Petroleum Coke 
(RPC) ex-Gauhati. The Agreement did not contain any penalty clause in 
order to protect the interest of the Corporation in the case of non-move-
ment of RPC by ICL. On several occasicns the firm failed to clear the 
stock of coke in time with the result that large quantities of coke remained 
with the Refinery. 

The Committee further note that as per agreement, the Corporation 
was to make RPC available at the Refinery Coke yard and the party was 
to uplift the product from the Cokeyard at their expense. The Refinery's 
railway track, was, however, linked up with the track leading from the 
Refinery Cokeyard to ICL's plant to enable ICL to load wagons and haul 
the product to their faGllory, Mis. India Carbon Ltd. made use of the 
track but no recovery was made from the firm for using the track. The 
amount not recovered for the period upto March, 1970 was Rs. 2.50 
laks. 

The Committee are surprised to note that even whi'e renewing the 
agreement in 1969 no provision was made for the recovery of railway 
siding charges and Mis. India Carbon Ltd. ccntinued to enjoy the facility 
510 L.S.-5 
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free of cost. According to the Management the existing under-recoveries 
to the extent of 50 paise per metric tonne continued to be incurred. The 
Committee 'are further informed that it was not possible to work out the 
manufacturing cost of raw petroleum coke. The pricing was based on 
the economies of 'law of supply and demand'. Government had also not 
fixed any price for the raw petroleum coke as Ihad been done in the case 
of bulk refined petroleum products. Thus the Corporntion was free to 
negotiate the IPrice from time to time on an ad hoc basis. The Committee 
are surprised to find that the price of coke was not even linked up with 
the price of crude. There was no clause in the agreement with Mis. India 
Carbon Ltd. for the sale of coke-ex-Gauhati to provide for the increase 
in tlhe price of this commodity during the pendency of the agreement. 

Although the price of coke-ex-Barauni has been fixed at Rs. 260 per 
metric tonne, the sale of coke-ex-Gauhati continued to be at the rate ot 
Rs. 165 per metric tonne upto December, 1973 as per the 'agreement signed 
in 1969. Notional price differential en quantities sold to ICL ex-Oauhati 
has been calculated at Rs. 30 lakhs. 

The Committee view with concern the manner in which tlhe agreement 
for the sale of raw petroleum coke from Gauhati Refinery was finalised 
with Mis. India Carbon Ltd. They therefore, recommend that the whole 
matter regarding the sale of coke to Mis. India Carbon Ltd., ex-Gauhati 
slhould 'be thoroughly investigated in order to fix responsibility for the hugo 
loss suffered by the Corporation. 

The Committee further recommend that the price of coke should be 
realistically fixed by Corporation keeping in view the current increase 
in crude price and also the letest demand pattern.· 

(Paragraphs 5.76 to 5.80) 

Reply of Government 

At the time of finalising the agreement with ICL in 1961, TCL's Calci-
natioo plant at Gauhati was the only big outlet for RPC produced at 
Assam Oil Company's refinery at Digboi as well as JOC's refinery at 
Gauhati. IOC was, therefore, not in a strong position to persuade ICL 
to accept incorporation of a penalty clause at the time of signing the 

'* At the time (If factual verification the Indian Oil Corporation have statted as follows:-

"The Corporation has since conducted negotiations with Mis. India Carbon Ltd. 
and they have agreed to pay revised price of Rs. 84~ per M. T. with effect from 1-1-74 to 
match the enhanced crude price of US 8' 48 BBL. This price is also applicable to 
cock being Bold from Barauni and the price is subject to revision on the basis of crude, 
price. The finn has agreed to the revised price in spite of a fixed price agreement up to June, 
1974. This will bril"g to the Corporation additional revenue of over a crore of rupees." 
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Agreement in 1961. However, the penalty clause was incorporated while 
renewing the agreement in June, 1969. 

As regards recovery of railway siding charges, the following points are 
to be noted: 

(1) siding charges is paid by IOC to the Railways for RPC move-
ment ex-Gauhati to ICL's plant. 

(2) The wagons as well as the shunter used for the movement of 
RPC from Gauhati Refinery to ICL's plant -are owned by JCL. 
Whenever ICL had to use JOC's shunter (in ~e event of break-
down of their own shunter), JCL had paid to roc the haulage 
charges at the rates demanded by IOC. Therefore what was 
demanded from JCL at the time of renewal of agreement in 
1969 was the maintenance charges in respect of railway track 
at Gauhati Refinery. 

If JOC !had insisted on JCL to uplift RPC ex-their coke yard then JCL 
would have done so with the help of manual labour and tnlcks. This 
would have resulted in delayed movement of coke. Any delay in uplift-
ment of coke by TCL would have affected operation of the coking unit and 
thereby the refinery operations especially as the holding capacity for .RPC 
in the refinery was limited. In view of the above points, even at the time 
of renewing the agreement in ] 969, a decision was taken not to insist on 
recovery of tihe railway siding charges 'and instead ask for an increase 
in the cranage charge which was conceded by the party. 

The whole matter regarding the sale of raw petroleum coke to India 
Car'bon Ltd. ex-Gauhati has since been fully investigated by JOC through 
a Committee specifically appointed for the purpose of sale of coke ex-
Barauni and Gauhati. After investigation the Corporation !has come to 
the conclusion that in the circumst"clnces obtaining at that time, the best 
possible deal had been secured by IOC from ICL. The Chairman, JOC 
is satisfied that the Corporation has sustained no loss on account of this 
sale and, therefore. the question of fixing responsibility on any person does 
not arise. 

As regards fixation of the price of coke realistically, the action taken 
by IOC has already been incorporated in the foot note to the recommenda-
tion of para '5.77. Since the price of raw petroleum coke has been revised 
to correspond to the enhanced crude price of $8.48 per bbl and there 
is also provision for increasing the price with revision in crude price. it 
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can be considered that the price of raw petroleum coke has now been rea-
listically fixed. 

(Ministry of P & C. O.M. No. IS 54012/3/74-0R-I, dated 26-10-74) 

Recommendation (Serial No. 14) 

The Committee note the wide variations in the consumption of utilities 
from year to year. One of the reasons is stated to be that utilitie,; for 
production have not been separated from those for maintenance. 

The Committee are surprised to find that though the Refinery went on 
stream in December, 1961, the Management had not installed meters to 
ascertain and keep a check over the actual consumption of utilities in the 
different units. 

The Committee fail to understand as to why this important aspect 
was overlooked all along. The Committee stress that the process of 
installation of meters in the Refineries should be expedited. Norms for 
various processes had also not been fixed. The Committee need hardly 
emphasise that without an aocurate system of recording the consumption 
of utilities, it is not possible to make use of the system of costing as an 
instrument of control and also work out the processing cost on a realistic 
basis. The Committee also urge that the technical auditing should be 
intensified so that there should be an effective control on consumption 
of utilities. The Committee urge that there should be a proper 8'isessment 
of the consumption of utilities on. production and maintenance and deter-
mination of costs on a scientific and accurate basis. 

(Paragraphs 5.91 to 5.94) 

Reply of the Govemment 

The installation of adequate number 'of meters is being vigorously 
pursued by Gauhati Refinery. Fixation of norms for consumption of 
utilities will be taken up after these meters are installed and requisite 
studies completed. 

As regards the kerosene Refining Unit, adequate meters have been 
installed and now it is possible to compute the consumption of utilities 
regularly. 

As already stated and recorded in para 5.88 of the report, it is not 
possible to segregate the consumption of utilities for production and for 
maintenance precisely. 
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The reasons for this difficulty are as foJlows:-

1. If utility for maintenance is withdrawn during normal operation 
of the Unit, it is difficult to segregate from the totalizer of 
the unit, the utility consumed during normal operation and 
during the period when both operations and maintenanco 
were carried out. The withdrawal of utilities for maintenance 
is taken from any point depending upon. the area of the main-
tenance. The withdrawal of utility at this particular point 
may be only once in a year or even less frequent. It is ODa 
po9Sible and economical to provide meters at each and every 
such location. 

2. When maintenance is carried out, the rate of consumption of 
utilities is often so high that generally meters are not in posi-
tion to register the rate of consumption as well as the quantity. 
This applies to the period during the start up and shut down 
of the unit. 

However, as recommended by the Committee, Technical Audit Cells 
in IOC have been asked to examine the possibility of devising measures 
which would at least give approximate consumption of utilities for the 
maintenance purposes for a qualitative guidance. 

[Ministry of Petroleum & Chemicals O.M. No. IS.54012/3174-OR-I. 
dated 19th October, 1974] 

Further Information called for by the Committee 

(a) It has been stated that the installation of adequate number of meters 
is being vigorously pursued by Gauhati Refinery. What progress has been 
made in this direction? 

(b) It has been stated it is not possible to segregate the consump-
tion if utilitie!l for production end for maintainance precisely. How is 
costing of operation/maintenance being done? Whether any norms have 
been fixed? If so, what is the actual consumption as against norms fixed'! 

[Lok Sabha Secretariat O.M. No. 16-PU/74, dated 16th December. 1974] 

Reply of Govermnent 

(a) For consumption of utilities flow meters have been installed at all 
consuming points. Integrators have also been installed at certain locations. 
The refinery management is planning to install some more integrators for 
more accurate gas balancing and measurement of the utilities. 
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(b) In regard to accounting of utilities separately for operation and 
for maintenance, it is submitted that consumption of power in the main~ 
tenance work-shop is accounted for separately in all IOC's refineries. The 
consumption of other utilities in the workshops is not substantial. These 
costs go into the cost of workshop expenditure. So far as accounting of 
utilities in the process units are concerned, the supply utilities for opera-
tion as well as for maintenance purposes is being made from the same 
source of supply to the units as a result of which the specific determina-
tion of quantity of utilities consumed for maintenance and for operation 
separately cannot be made. Further, normally in a process costing situa-
tion as is being followed in the refineries (the situation of utilisation of 
utilities being more or less similar), since the maintenance cost of the 
unit also form part of the process cost of the unit in the Pro(;css Cost 
Sheets, the presentation of the total cost of Utilities consumed both for 
operation as well Il'S maintenance of the unit does not affect the total pro-
cess cost. The norms presently fixed and the actuals there against for 
1973-74 are given below:-

Unit Utilities Norms fixed Actual during 
1973-74 

- --------------------------------
Distillation (I) Water SOO ml/hr. Winter l 

J 462' 5 rna hr. 
600 rn'/ hr. Summer 

(2) Steam s' S MT per hour S' 3 M.T. per hr. 

(3) Power 6S M. W. 65 M.W. 

Kerosene (1) Water 1000 m'/hr. Recup. 921' 8 m'/hr. 
Refi,ning 

(2) Steam 7' 5 MT/hr. 6'27 MT/hr. 

(3) Power 600 K. W. 582'4 K.W. 
-------_ .. -
Coking (1) Water 400 rna/hr. (Fresh) 352' 2 ml/hr. 

700 1lI'/hr. (recup) 886' 9 rn·/hr. 

(2) Steam 8· 00 MT/hr. without) 
LPG) 6'4 MT/hr. 

10' OMT/hr (with LPG.) (average) 

(3) Power 500 KW 448'1 K.W. 

The norms now fixed take note of the total requirement both for ope-
ration and maintenance purposes. 

{Ministry of Petroleum &. Cllemicals (Department of Petroleum) O.M. 
No. IS-54012/3/7.4-;OR-I, datoo 27th February, 1975] 
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Recommendation (Serial No. 16) 

The Committee regret to note that the Refinery incurred a loss of 
more than a crore of rupees in the fiaring of gas which could have other-
wise been used as fuel. It is quite surprising that during the past 12 years, 
no market had been found for the coking fuel oil which was being used 
as fuel instead of gas in the Refinery. 

The Committee would like to know as to why the economic feasibility 
of setting up a thermal power station utilising the coking fuel oil was not 
examined by Government earlier. They hope that with the setting up of 
the Chandrapur Thermal Power Station, the loss in the Refinery woul/! 
be reduced to the minimum. 

(Paragraph& 5.127 and 5.12H) 

Reply of Govemment 

The general practice in a refinery is to bum as refinery fuel maximum 
quantities of surplus gas supplemented by liquid fuel. If, however, liquid 
fuel becomes surplus, it becomes necessary to dispose it of on priority 
by substituting part of the gas with liquid fuel and cORsequently flare the 
gas thus replaced. 

As per the project report of Gauhati refiner-j the refinery was to utilise 
gas as refinery fuel supplemented with liquid fuel. The coker fuel was to be 
blended into regular grade furnace oil. However, during actual operation 
it was found that this product had very low carbon content and very high. 
pour point and therefore the furnace oil produced by blending coker fuel 
oil could not meet the specifications of regular grade furnace oil. Efforts 
were made to find an alternate market or use for the coker fuel oil. 
Because of its high pour point and other characteristics it is necessary 
to have heated facilities for storage and transportation and these were not 
available. Efforts made with private parties for sale of coker fuel oil did 
not materialize. Therefore, in the initial stages the refinery had to use 
coker fuel oil in the refinery furnaces substituting some of the gas. Conse-
quently, the surplus gas had to be flared. 

The possibility of moving coker fuel oil to the Barauni Refinery for 
storage and subsequent disposal to the Barauni Thermal Power Station 
was considered; but even this scheme had to be shelved because of the 
long time required for fabrication of special wagons necessary for the 
mo.ement of coker fuel oil, developing facilities for decanting, storage 
etc. A source for the disposal of coker fuel oil developed when the 
Chandrapur Thermal Power Station went on stream. This plant wa~ 

originally planned to come on stream in the year 1971 but was actually 
commissioned only in 1973. Even after commissioning t!lis "tant has not 
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been able to accept this product due to technical difficulties. They are 
planning further trials after necessary modifications in the storage and 
piping system and it is expected that in the immediate future Chandrapur 
Thermal Power Station will start uplifting coker fuel oil. 

The amount of gas flared has also been reduced because of produc· 
tion of LPG in the Gauhati Refinery. 

As and when Chandrapur Thermal Power Station starts taking up 
coker fuel oil and the market for LPG from the Gauhati refinery increases, 
the loss to the refinery by way of burning coker fuel oil in the refinery 
furnaces and flaring of gas would be reduced to the minimum. 

[Ministry of Petroleum & Chemicals O.M. No. IS-S4012/3/74-0R-I. 
dated 5th November, 1974] 

Recommendation (Serial No. 19) 

The Committee have elsewhere in this Report dealt in detail the 
question of under-utilisation of the refining capacity at the Barauni Re. 
finery. They would like to stress that all out efforts should be made to 
fully utilise, the available capacity in the Public Sector Refineries and 
the question of further expansion should be considered only after realis-
tically assessing the availability of indigenous and imported crude and 
after a firm commitment therefor is made. 

(Paragraph 6. t 9) 

Reply of Government 

The Committee's observations are noted. But it may be explained 
that international crude oil supply situation hll'S undergone drastic chan-
ges during the last two to three years. From a buyers' market, the position 
has changed into a completely suppliers' market. TiJI the year 1970-71, 
refinery projects were being planned on the reasonable expectation that 
supply of crude oil would pose no problems. In the present changed 
context, refineries based on imported crude oil are being planned by and 
large alongwith "assurances of long term crude supply. For the Mathura 
Refinery, for example, assurance has been obtained from the Govern-
ment of Iraq regarding supply of crude oil for refinery. It is, however, 
not always possible to start refinery projects with complete and total 
assurance regarding crude supply because the world crude supply situa-
tion is undergoing rapid changes. The crude suppliers whether national 
oil companies or the major oil companies are unwilling to enter into 
long term supply contracts. In addition to availability, the question of 
price and the foreign exchange resources of the country for import of 
crude also add new dimensions to the problem. 
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With regard to refineries based on indigenous crude, refinery projects 
have been taken up after reasonable assurances are obtained from the 
organisations engaged in exploration and production of crude (lil, 

IMinistry of Petroleum & Chemicals O.M. No. IS-5401 2/3/74-{)R-I, 
dated 19th October, 1974J 

Recommendation (Serial No. 21) 

The Committee find that after commissioning of the Coking Unit ot 
the Barauni Refinery in October, 1964 it was discovered that it was not 
possible to produce furnace oil of the specifications laid down in the 
Detailed Project Report as a result of which major modifi~ations had to 
be carried out in November-December, 1966 at a cost of Rs. 44.23 
lakhs. Even after the modifications, there has been considerable short-
fall in the actual yield as against the product yield envisaged in the 
Detailed Project Report. The loss due to shortfall amounted to Rs. 28 
lakhs during . 1966-67 to 1969-70. The Unit had to be operated at 
lower severity in order to restrict the production of gas so as to ensure 
higher consumption of reduced crude as fuel which otherwise posed a 
disposal problem. Even the reduced quantity of gas produced could Dot 
be utilised as fuel resulting in considerable loss to the Refinery. 

The Committee feel that market facilities for reduced crude should 
have . been developed in time so as to synchronise with production and 
thereby the huge loss to the Refinery avoided. 

The Committee would like Corporation to make sure that gas and 
other by-products arising in this plant were put to maximum productive 
llse and that the gas flared was absolutely an avoidable. 

(Paragraphs 6.46 to 6.48) 

Reply of Government 

The detailed project report prepared by the Russians, does not envi-
sage 'Reduced crude' as a fuel/product to be marketted. The residue 
from the atmospheric distillation of the crude is designed to be vacuum 
distilled and the various cuts from the vacuum Tower are to be further 
processed in the three downstream units namely Bitumen unit, Coking 
unit and the Lube oil complex. There was no question, therefore, at the 
project stage to explore the Market for reduced crude or LSHS. As Iluch 
no storage/oondling facilities were provided in the design. 

The position however changed substantially, due to the design deft-
c:iencies in the Coking unit which required a major modification suble-
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quentl'j, unsuitability of the Bitumen produced by the Bilumen unit and 
the poor market for the grades of lube oil envisaged in the project report. 

An these unexpected developments led to surplus reduced crude pro-
duction in the refinery and it became necessary to explore alternate means 
of disposal. I t was therefore decided to sell the reduced crude as a resi-
dual fuel. However, a long term availability forecast was difficult till 
1969, due to the uncertainties in the operation of the downstream units 
as explained above. 

It may also be mentioned that LSHS owing to its high pour point 
required special heating facilities at the storage, loading, transportation 
and also unloading stages. The customer therefore, needs time for pro-
viding the additional facilities and also assurances of long term avail-
ability. Due to these limitations the development of market becomes 
slow compared to the conventional heating fuels. 

The ga'S is being utilised to the extent possible. Flare losses have since 
come down considerably. 

Further Infonnation called for by the Committee 

It has been stated that flare losses have since co~e down consider-
ably. What are the figures for flare loss during the last two years. 

[Lok Sabha Secretariat O.M. No. 16-PUI74, dated 16th December, 1974] 

Reply of Government 

The figures of flare losses from 1971-72 as percentage on crude 
throughput are given below: 

1971-72 

J972-73 

1973-74 " 

April 74-Sept. 74 
---_._----------------

o· 80% 

0'34% 

[Ministry of Petroleum & Chemicals (Department of Petroleum) O.M. 
No. IS-S40 1 2/3/74-OR-I, dated 27th February, 1975] 

RecommeDclation (Serial No. 25) -The Committee note that the Barauni Refinery had to make a distress 
sale of Raw Petroleum coke at a price of Rs. 80/- per metric tonne to 
dispose of the large accumulated stock in the Refinery and no alternate 
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adequate market for the same could be found. The agreement entered 
into with Mis. India Carbon for a period of five years in 1966 was for 
the sale of lesser quantities of petroleum coke than what was produced. 
The Committee were informed that this was on account of the fact that 
the Coke Calcination Plant with a capacity of 60,000 tonnes per annum 
was proposed to be 'Set up in the Barauni Refinery and to be completed 
in June, 1969. The plant, however, commenced production in June, 
1972. 

The Committee regret to note that on the one hand, the Corporation 
failed to find adequate market for raw petroleum coke, on the other hand 
the completion and commissioning of the Coke Calcination plant was 
delayed by about 3 years. The Committee have alread-j commented 
earlier about the undue delay in the commissioning of the Coke Calcina-
tion Plant. 

The Committee have aiM) earlier commented about the sale of Raw 
Petroleum Coke to Mis. India Carbon Ltd. ex-Gauhati. They recom-
mend that the distress sale of this product ex-Barauni and the total loss 
suffered by the Refinery as a result of fixation of much lower price for 
the product should also be thoroughly investigated in order to pinpoint 
the lapses, if any. 

The Committee also stress that Corporation should see that the price 
of raw petroleum coke should be fixed realistically keeping in view the 
current rise in price of crude and the latest demand fOr the product. 

(paragraphs 6.109 to 6.112) 

Reply of Government 

The Coking Unit of the Barauni Refinery started operating from 
October, 1964. The indigenous demand of RPC by customers other 
than Mis. India Carbon Ltd. during the years 1965-66 and 1966-67 
was negligible as compared to production and it was 20 to 30 per cent 
of the production in the subsequent years. The export possibilities were 
extremely limited and the prices offered were unattractive. 

The whole matter regarding the sale of raw petroleum coke to Mis. 
Indi a Carbon Ltd. ex-Barauni has since been fully investigated by the 
IOC through a Committee specifically appointed for the purpose of 
investigating into the sale of coke ex-Gauhati and Barauni. After investi-
gation, the Committee have come to the conclusion that taking into 
account:-

(a) the supply and demand position of RPC in the country: 
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(b) lack of export opportunities at reasonable price; and 

(c) the problems which were being faced by the Barauni Refinery 
0Jl account of accumulation of RPC, and particularly the 
threat of imminent closure of the Refinery which would have 
resulted in shortage of petroleum products and consequent 
foreign exchange drain in importing the finished products. 

IOL provided the only outlet for the disposal of the accumulated stock 
and an agreement for the supply of 92,000 tons of petroleum coke was 
accordingly entered into between tOC and JOL in April, 1966. 

Regarding price settlement the enquiry committee have stated that 
one has to look at the basis of price fixation under the Gauhati contr.ct. 
IOL were getting coke from AOC Digboi and the price ex-Gauhati was 
fixed after taking into account the freight advantage to IOC. IOC Gauhati 
refinery is in close proximity of JOL plant and therefore, the price was 
stated to be fixed as AOC price and freight from Digboi to Gauhati. As 
stated earlier during the negotiations for sale ex-Barauni, IOL were pre-
pared to pay a better price ex-Barauni provided JOC was prepared to 
enter into a long term agreement of 15 years. However, since IOC 
wanted only a short term arrangement it is conceivable that the negotia-
tors had to agree to arrive at a price which would enable IOL to get the 
Barauni and Gauhati product at the same delivered price in their plant. 
It is also seen that while the price of RPC was fixed at Rs. 80/- per 
metric ton for 1966" & 1967, for the years 1968, 1969 and 1970 the 
agreement provided for the additional recovery equivalent to 50 per cent 
of the applicable railway freight between Gauhati and Barauni. Basically 
the decision to sell the product at a particular price will depend on the 
position of supply and demand. The price of RPC which is a non-
formula product is not fixed by the Government. Therefore, the seller 
and the purchasers are left free to negotiate and arrive at an agreed 
price. The bargaining position of the two parties, their relative strengths 
and weaknesses would naturally play a crucial part in any such settle-
ment. In retrospect considering the fact that JOC was not in a strong 
position at that time. IOC's having obtained a higher price for the years 
1968, 1969 and 1970 could be considered as a good barlaiD. 

The Chairman, JOC is satisfied that the sale has not resulted in any 
loss to JOC and, tberefore, the question of fixing responsibility on any 
person does not arise. 

As regards fixation of the price of coke reatisticatty, the action taken 
by tho JOC has already been incorporated in the foot note to the recom-
mendation at para 5.77 and as indicated in reply to that recommenda-
tion (under serial No. 13). Since the price of raw petroleum coke has 
been revised to correspond to the enhanced crude price of 8.48 per bbl. 
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price, it caD be considered that the price of raw petroleum coke bas DOW 
been realistically fixed. 

[Ministry of Petroleum & Chemicals O.M. No. IS-54012/3/74-0R-I, 
dated 26th October. 1974] 

Recommendation (Serial No. 26) 

The Committee find that according to the Project Report each of 
the Atmospheric Vacuum Units I & II and Atmospheric Unit III was 
to operate for 330 days per annum. The actual operating days during 
some of the years were much less than that provided in the Project 
Report. Atmospheric Vacuum Un in. I and· II were under shut-down/ 
repair maintenance/idleness for 64 days and 40 days respectively during 
1967·68, 35 days and 67 days respectively during 1968-69 and 84 days 
and 65 days respectively during 1969-70. Bottlenecks in the downstream 
Units such a'S the Coking Unit, Lube Oil Complex and Bitumen Unit. 
failure of equipment and utilities have been cited as the reasons for low 
level of operating efficiency. 

The Committee regret to note that, due to deficiency in design in 
the transfer line of Atmospheric Unit I there was leakage and its replace-
ment cost the Refinery Rs. 3.10 lakhs. The Committee recommend that 
the reasons for defect in design should be investigated in order to fix 
responsibility for the Joss. 

The Committee also recommend that the Central Service Organisa-
tion which has been formed in order to improve the service factor of the 
Refineries of JOC should go into the technical details in order to '1uggest 
measures to improve the operating efficiency of the Refinery. 

The Committee further note that Atmospheric Unit III was operated 
for Jess number of days due to limited availability of crude. The Com· 
mittee hope that with the processing of imported crude in the Barauni 
Refinery the operating efficiency of the Unit would improve. 

(Paragraphs 6.115 to 6.118) 

Reply of Government 

The question of the failures of the transfer line of Atmospheric Unit 
I, which necessitated its 'Subsequent replacement at a cost of Rs. 3.10 
takh to the refinery, has been gone into in detail. The main reason for 
these failures is the defective design which did not fully take into account 
higher operating velocities in various sections of the transfer line. The 
adverse effect of higher velocities was accentuated by a poor geometry I 
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configuration of the ptpmg system. Thus the plpmg, as per the design, 
was much under-sized causing, during operation, several leaks resulting 
in emergency shutdowns. 

2. The leaks in the transfer line both in the vacuum side as well as 
atmospheric side of AVU-I caused a great deal of concern to the IOC 
Management and were communicated along with other major prob~ems 
of Barauni Refinery to M/s. Neftechimpromexport, Moscow. Subse-
quently, a team of Soviet Specialists came to Barauni Refinery in February, 
1968 when the Indian side pointed out the design deficiencies in the above 
transfer lines. After studying the problems, the Russian side ~ecommend· 
ed replacement of the transfer lines from 150 mOl to 350 mm in the case of 
vacuum side and 150 mm to 300 mm in the case of atmospheric side. 
The very fact that the Russians have recommended changes in the size 
of the pipes clearl'Y indicates their tacit acceptance of the defective design. 

3. In continuation of the above discussions, further discussions were 
held in New Delhi in March, 1968 when the Russbn side led by the first 
Deputy Minister for Oil Refining and Petro-chemical Industry of USSR, 
after a great deal of persuasion, agreed to supply the requisite length of 
piping material for replacement in the vacuum side only of A VUs free 
of cost. 

4. Later on, Barauni Refinery, as per the Soviet Recommendations, 
replaced the piping from 150 mm to 300 mm of the atmospheric side and 
the cost of this replacement was, therefore, borne by the Refinery. 

5. The Central Service Organisation has been advising the refineries 
for better maintenance through visits/discussion followed by inVl;:stigation 
work at reputed laboratories. The measures so far suggested for improv-
ing the operating efficiency of Barauni Refinery are summarised in the note 
attached at Appendix to this reply. 

6. It is true that the limited availabilil"j of crude had· affected the 
operation of Atmospheric Unit III of the Barauni Refinery. The circum-
stances relating to the under-uti'isation of the Barauni Refinery hve been 
stated in reply to recommendation No.1. 

7. In view of increased availability of Indigenous Assam crude. it 
has now been decided that the Barauni Refinery will operate at its full 
copacity of 3 millIull [onnes on indigenous crude only. The scheme for 
modification to the tlarauni for processing imported crude. which was in 
its preliminary stages. bes. therefore, been given up. 

[Ministry of Petroleum & Chemicals O.M. No. IS-54012/3/74-QR-I. 
dated 13th January. 1975] 
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KeamunendatioD (Serial No. 31) 

The Committee take a serious note of the fact that although the 
Commission appointed by Government to go into the question of blaze 
in the river Ganga near Monghyr in March, 1968 due to accumulation 
of oil content of the effluent matter in the sandy part of the river bed 
beyond the discharge point, submitted their report in July, 1969, no 
finaJ decision has yet been taken by Government/Corporation on the 
important recommendation made by Commission about discharge of 
effluent in the main stream of the River Ganges as it would involve 
heavy capital expenditure of over Rs. 1 crore. Indian Oil Corporation 
have instead improved the treatment of effluents before disposal so as 
to reduce the oil content to safe level. The Committee feel that the 
problem of pollution of the river should have been tackled with all 
seriousness in consultation with C.W.P.C. and all others concerned in 

,the interest of health of the inhabitants of that area. The Committee 
would like to be informed of the final decision taken in the matter by 
Government. and the progress made in implementation thereof, within 
six months. 

(paragraph 6.164) 

Reply of GovemDlent 

Indian Oil Corporation informed the Ministry in March, 1974 that 
the implementation of Recommendation No. 19 was examined in con-
su1tation with the Central Water and Power Commission. After such 
examination, IOC have come to the conclusion that none of the four 
alternatives suggested by the Commission of Inquiry was techno-economi-
cally feasible. It was aI~ reported that the Refinery is taking other 
measures by which the oil content in the effluent is reduced and move-
ment of the effluent in the mainstream is ensured. The Ministry requested 
IOC for confirmation that they are fully satisfied that the measures 
taken by them are adequate to prevent recurrence of pollution of the 
river and also to report that the Bihar State Health authorities are fully 
satisfied with the steps being taken by the JOC. 

Indian Oil Corporation have been approaching the Bihar State Health 
authorities for obtaining their clearance but since the State Government 
'has to get the proposal examined by different authorities, the grant of 
clearance is taking some time. IOC are, however, constantly in touch 
with the Bihar State authorities and are making efforts to obtain approval 
of the Stote Government as early as possible. After this is done, a final 
decision on this issue will be taken by the Government. It may, how-
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ever, be added that the oil content in the effluent presently being dis-
charged by the Refinery is well below the limits prescribed and there 
is no pollution of the river by the Refinery at present. 

[Ministry of Petroleum & Chemicals O.M. No. IS-54012/3/74-0R-I, 
dated 10th October, 1974] 

Further Information called for by the Committee 

It has been stated that IOC have been approaching the Bihar State 
Health authorities for obtaining their clearance. 

What are the reaction ,of the Bihar State Health authorities? 

[Lok Sabha Secretariat O.M. No. 16-PUI74, dated 6th November, 1974] 

Reply of Government 

The Corporation are pursuing the matter with the State Government 
of Bihar, "ut the reply from the State Government is still awaited. 

rMinistry of Petroleum & Chemicals (Department of Petroleum) O.M. 
No. IS-54012/3/74-0R-I, dated 9th April, 1975] 

RecommendMtion (Serial No. 47) 

The Committee find that about Rs. 218.80 lakhs had been paid as 
overtime in the three Refineries during the years 1967-68 to 1972-73. 
The overtime bill has shown a gradual increase during these years. During 
the year 1972-73 the percentage of overtime to salaries and wages WitS 

13.45, 2 t .16 and 10.36 in the case of Gauhati, Barauni and Gujarat 
Refineries respectively. 

The Committee are surprised that on the one hand the refineries are 
facing tfle problem of surplus staff, on the other hand overtime amounting 
to several lakhs of rupees is being paid to the employees. Although the 
Management stated in 1971 that efforts were being made to control the 
overtim,~ to the minimum, yet the overtime bill goes on unabated. 

The Committee need hardly stress that the overtime payments act as 
a disin •. :entive to efficiency. They, therefore recommend that Management 
should ndopt strict measures so as to keep the overtime bill to thc minimum 
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~nd thereby reduce the expenses on overheads and economise in processing 
-a>sts. 

(Paragraphs 10.10 and 10.11) 

Reply of Govemmeat 

IOC is conscious of the growm, iaeidence of overtime. All possible 
measures are being taken by the management to reduce the incidence of 
'overtime. Some of the moasures being taken are the following :-

1. The Industrial Engin~rs of all the refiD'erie8 han been instrocteIcJ 
to study the reasons for the high in'CrldtnCe of overtime and 
to recommend measures for bringing it down. 

2. The General Manager of each refinery reviews the overtime 
figures every month with the Departmental heads to devilC 
methods for reduction. 

3. Work which is not of an urgent nature is postponed so as to 
avoid payment of overtime. 

4. During the discussions between the management and the lahaui' 
unions which are currently in progress for a long term wage 
settlement, the management has proposed to the union certain 
measures which are intended to reduce the incidence of over 
time. 

While the management is taking a number of steps, it may also be 
pointed out that there have been cases where workers resist, sometime. 
violently, the measures for reduction of overtime. There have been 
instances where workers assaulted officers who took steps for avoiding 
overtime payment. 

With regard to the observation of the Committee that on the one hand 
the refineries are facing the problem of surprus staff but on the other 
overtime payment is being made to the employee5, the surpluses exist 
mainly in the category of un-skilled worker. Overtime is accounted for 
largely by shift workers of the maintenance department for items of work 
which cannot be done by the un-skilled workers. 

[Ministry of Petroleum & Chemicals O.M: No. TS-S4012/3/14-0R-l, 
dated 19-10-741· 

~10 LS-6 



CHAPTER IV 

RECOMMENDA nONS IN RESPECf OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

RecolDlDeJldatioa (Serial No.1) 

The Committee note that the Atmospheric Unit III at Barauni was. 
approved by Government on the basis of an assurance given by ONGC 
that additional crude would be available from Rudrasagar and Lakwa 
oil fields and the presumption that it would be transported through the 
Oil India Ltd. pipeline from Barauni to Moran by upgrading its capacity 
and by expanding the crude oil conditioning plant at Moran. Although 
the Unit was corriibissioned in January, 1969, it had to remain idle! 
underutilised for want of indigenous crude as no reasonable agreement 
could be reached between the ONGC and the Oil India Ltd. regarding 
the tariff for transportation of ONGC crude through the crude oil pipeline 
of Oil India Ltd. Only an interim agreement between ONGC and Oil 
India Ltd. could be reached in March, 1971 after protracted negotiations 
lasting for more than 4 years. When the negotiations were still going on, 
the Government decided in December, 1969 to set up a new refinery in 
Assam to process the Assam crude aodto permit the Barauni Refinery 
to secure crude for its third unit from other sources including import. 
As a result, the utilisation of the available capacity was held up and 
modifications will have to be made in the refinery for processing importect 
crude at an estimated cost of Rs. 7.7 crores and a new pipeline would 
be required to be laid from Haldia to Rajbandh at a cost of Rs. 6 crore •. 
Meanwhile processing of the imported crude in the unit had been started 
from December, 1972 and it could process 5 to 7 lakh tonnes per annum 
after minor modifications. From December, 1972 to 31 st March, 1973, 
1.3 lakh tonnes of impqrted crude had been processed in this unit. 

The Committee regret to note that because of the delay in arriving-
at n decision about the tariff for transportation of crude through the Oit 
India Pipeline, the Atmospheric Unit III which was commissioned as 
early 6S January, 1969 had to be kept idle or under-utilised, resulting-
in a national loss of the order of Rs. 6 crores per annum in terms ot 
foreign exchange and Rs. 17 lakhs per annum on account of interest and 
depreciation charges alone. • The loss would be more if the cost on account 

74 
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of personnel is also added. The under-utilisation of the Unit had also 
aftected the working of the Kerosene Treating Unit and the consequentiaJ 
revenue loss is stated to be of the order of Rs. 15 lakhs during the period 
1969-70 to 1972-73. The Committee were informed that as the quantum 
of imported crude increases, the Kerosene Treating Unit I which is at 
present in operation would become progressively under utilised. 

The Committee were informed that as a result of the change over 
from indigenous to imported crude, there would be a recurring loss of 
Rs. 85 lakhs per annum on the assumption that the Corporation would 
be able to get LR-I tankers for transportation of imported crude and in 
case the existing arrangements for transporting imported crude continue, 
the Corporation would be losing another Rs. 540 lakhs per annum. 
The whole economics of utilisation of imported crude is stated to have 
been worked out taking the price of imported crude at US 2.3t8 dollars 
per barrel. The Committee need hardly point out that these economics 
are bound to be adversely affected because of the latest price spiral of the 
imported crude. 

The Committee also regret to note that decision once token about the 
expansion of the Barauni Refinery based on utj]jsation of indigenous 
crude from Assam was altered in favour of setting up of a new refinery 
in Assam and the decision taken to process crude from other sources 
including imported crude in the Barauni Refinery. The Committee fail 
to understand as to why the financial implications and economics of setting 
up a new refinery in Assam keeping the third installed unit of Barauni 
idle/under utilised had not been worked out before the decision to set up 
a new refinery in Assam was taken. 

It was admitted during evidence that the Barauni Unit could have been 
planned on a more diverse quaJity and wide range of crude than was 
done. The Committee feel that had this been done, the Corporation 
would· not have been faced with such a situation as indicated above. 

The Committee take a serious view of the bOge loss suffered by the 
Government/Corporation as a result of taking up the expansion of the 
Bareuni Refinery first on the basis of indigenous crude and later switching 
over to imported crude. 

The Committee recommend that the entire matter should be thoroughly 
investigated by a high level Committee so that the shortcomings/lapses at 
different stages are pin-pointed to obviate such costly lapses in future. 

(paragraphs 2.17 to 2.23) 
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Reply of Gevemmelllt 

The circumstances relating to the under-utilisation of the Bar&URi 
Refinery, the decision to set up a Refinery at Bongaiga08, and the 
modifications to the Barauni Refinery for processlng imported crude may 
be recapitulated. 

Towards the end of November 1966, ONGC took. up with OIL the 
question of transportation of its crude through OIL's pipeline. After 
discussion between the ONGC and OIL the broad outlines of the project 
were settled. ONGC wanted OIL to increase the pipeline capacity for 
transportation of crude from Moran to Barauni upto 1 million tOMeS per 
annum. Preliminary investigations carried out by OIL indicated that this 
would require additional pumping capacity from Moran down to Baraum 
and facilities for conditioning additional supplies of crude at Moran. 

As the basis of charges demanded by OIL was not clear, Government 
decided to appoint a Committee presided over by Chief Cost Accounts 
Oflker to work out and arrive at a reasonable schedule acceptable to both 
the parties. While this group was examining the tariff question, by July 
1968, ONGC had laid a pipeline linking Lakwa oil field to the pipeline 
station at Moran. The transportation of ONGC crude through OIL 
pipeline commenced on 20th August, 1968. 

The Group uneler the Chairmanship of Shri Krishanail submitted its 
report in April 1969. With the divergence of views on basic issues, the 
Committee failed to reach unanimity. In view of the divergence of views 
held by the representatives of ONGC and OIL, further consultations with 
both the organisations became necessary before the Ministry could 
formulate a proposal which would be reasonable Gnd acceptable to both 
the parties. 

Considering the complexity of the problem and divergence of the 
views between the OIL and ONGC, the time taken in arriving at a 
compromise cannot be regarded as unduly long. In any case, it did not 
affect the transportation of ONGC crude through the pipeline which 
commenced on 20th August, 1968 and continued uninterrupted. In view 
of the decision to construct a new refinery in Assam, the que~tion of 
expanding the capacity of the OIL pipeline to supply an additional one 
million tonne crude to Barauni Refinery was not pursued at that stage. 
Marginal increases in the capacity of the pipeline were achieved by 
changing the pluggers. The amount of ONGC crude transported through 
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OIL pipeline during the 3 years from 1970-72, is indicated below: 

1970 

1971 

1972 

1,68,097 tonnes 

2,91,568 

3,71,555 

.. 

.. 
It will be seen from the above that though discussion went on between 
OIL and ONGC with regard to tariff for transportation of ONGC's crude 
by OIL, these discussions did not prevent transportation of available 
ONGC's crude through the Oil India Limited's pipeline, 

Barauni has three distillation columns each with a capacity of 1 million 
tonnes of crude per year, The first unit of the Barauni Refinery went 
on stream in 1964 and the second stage was commissioned in 1966, The 
tbird million tonne unit of the refinery was commissioned in January, 1969. 

The throughput of the Barauni Refinery from 1968 onwards is given 
below: 

1968 

1969 
1970 

1971 

1972 

(Fipres in '000 
tODfte.) 

1710'0 

2051'7 

2197'4 

a23S'2 

:1255'7 

In view of the demand for setting up a third refinery in Assam based 
on indigenous crude, a Committee of Experts ijnder the Chairmanship of 
Sbri B, S. Negi W'IlS set up in April, 1969, The Committee gave its report 
in September, 1969, The Committee observed in its report that refining 
of cru(le oil for the production of conventional petroleum products is not 
the only optimum way of utilisation of crude oil, and processing of crude 
oil as a chemical feedstock for the production of aromatics ammonia and 
ethylene based petrochemicals aha present attractive economic petlibilities. 

Following extract from the r~port of the Committee is relevant : 

"Tn the context, in particular, of utilising additional crude oil from 
Assam oilfieJds. these possibilities appear atl tbe more 
attractive since 
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(a) the market for petroleum products from additional crude 
oil finds will by and large be in far-off areas viz. western 
Uttar Pradesh and beyond resulting in expensive trans-

portation; 

(b) there will be considerable unsatisfied demand for 
ammonia in West Bengal, North Bihar and Uttar Pradesh 
in the years to come; 

(c) Aromatics, especially after conversion· to high-priced 
DMT, cyc]ohexane, synthetic fibres, etc. will command 
good market and bear long haulage costs; and 

(d) Aromatics and ethylene-based chemicals cen become the 
nucleus for the development of economic activity for the 
ultimate production of consumer products; a conventional 
refinery by itself cannot generate such economic activity 
and increase employment potential." 

Subsequently, the decision to locate additional refining capacity in 
Assam was announced by the Prime Minister in the Lok Sabha. On Decem-
ber S, 1969, the Prime Minister made a statement in the Lok Sabha as 
follows:-

"There has been a general demand from Assam for the establish-
ment of additional refining capacity in the public sector. The 
Government of India have always been anxious to promote 
the accelerated economic development of Assam and have 
therefore created Assam on a special basis in allocating Cen-
tral assistance for its Plans. Government appointed an Expert 

Committee in April, 1969, in order to examine the techno-
economic feasibility of locating additional refining capacity 
in Assam. On consideration of the report of this Committee, 
Government have not decided that the present refining capa-
city in Assam should be increased by a little over one million 
tonnes in the Fourth Plan period, either through expansion or 
the establishment of an additional refinery, as may be found 
economically feasible. 

t The Government of India also recognise the need to take measures 
for the industrialisation of Assam based among other factors, 
on its oil resources. Assam crude oil is rich in aromatics which 
provide the base for the development of petrochemicals. With 
the . availability of adequate raw materials from the proposed 
increa~ in refining capacity. Government have '81so decided 
that an integrated DMT /Polyester fibre petrochemicals com-
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plex should be established. Suitable provision for this refin-
ing-cum-petrochemical complex will be made in the Fourth 
Plan now under finalisation." 

It would thus be seen that the decision to locate additional refining 
'Capacity in Assam was taken on overall national considerations. 

With the decision of Government in December, 1969 to locate addi-
tional refining capacity in Assam, it became necessary to obtain crude 
from other sources for processing in the third unit of Barauni Refinery. 
This also meant utilisation of the pipeline between Barauni and Haldia 
for transport of crude. Tankages had to be created both at Haldia and 
Barauni for receipt of crude, and subsidiary products pipeline had to be 
constructed from Haldia to Rajbundh to facilitate product movement tOo 
Haldia. 

Since the refinery was constructed for processing sweet crude, attempt 
was made to locate imported sweet crude. The Minas crude of Indonesia 
which is sulphurless was thought of, but it was found to be highly waxy 
and could not be pumped through the pipeline from Haldia to Baraoni. 
This crude was therefore rejected. A new sweet South-East Australian 
crude was also considered but the cost even In 1970 was $2 per bbl. and 
transportation cost was not less than SO cents per bb1. Sweet crude from 
North Africa was also considered but rejected because of high FOB and 
OF costs. 

The possibility of supplying processed synthetic crude from Kuwait 
was also considered but Kuwait could supply this type of crude only by 
1973 and wanted a 10 year contract for supply of synthetic crude and 
fuel oil. 

Processing of imported crudes like Aghajari, Rostam and Murban W8$ 

also considered. In the case of Aghajari and Rostam crudes, secondary 
processing facilities like hydrocracker appeared necessary and investment 
on the refinery was estimated to be about Rs. 17 crores with a foreign 
exchange component of 40 to 50 per cent. In the case of Murban crude. 
investment was estimated around Rs. 2 crores. 

In November, 1970, it was decided to modify the refinery to process 
imported higb sulphur crude. Investment approval to the modification 
was given in June, 1971. 

In view of increased availability of indigenous Assam crude it has now 
been decided that the Barauni Reilnery will operate at its full capacity of 
3 million tannes on indigenous crude only. The scheme for modification 
of the Barauni Refinery which was in its preliminary stages has, therefore. 
been given up. Expansion of tbe On. INDIA pipeline upto Barauni is 
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being taken up to enable the pipeline to carry enough indigenous crude: 
to Barauni and to enable it to operate at its full capacity. With increased' 
quantities of indigenous crude processed in tbe refinery, the utilisation 
of the KTUs will also improve. The adverse factors affecting the profitabi-
lity of the refinery in processing imported crude will also get eliminated 
with the processing of larger quantities of indigenous crude. 

In view of the above, Government consider thllt the investigation by 
a high level Committee as r.ecommended is not necessary. 

[Ministry of Petroleum & Chemicals O.M. No. IS. 54012j3174-0R-l, 
d-ated 23rd December, 19741' 

Further IDformadon caDed for by theCommlffee 

(a) What is the total expenditure incurred on the mQdification of thO'" 
Barauni Refinery during 1971 to 19741 

(b) What is the ext~nt of utilisation of Ker05ene Treating Units at 
present? 

{Lok Sabha Secretariat O.M. No. 16-PUI74, dated 11th February, 197~J 

Reply of GOVeJ'IIDl.Dt 

(a) The actual expenditure incurred on the project during the period: 
1971 to 1974 is Rs. 42 lakbs. 

(b) In the scheme for revampJng/modification to the Barauni refinery 
to process imported crude, it was envisaged ·tbat one Kerosene Treating 
Unit at Barauni will be sufficient to process the available Straight Run 
KeroSe.DC.. II. was. thJ:"fQte, .decided to J;C:lease the 2nd l{er~De Tl'eaL-
iJJ& Unit for Bongai~aon Refinery Proj.ect. 

lD eady 1974, a reassessme:Dt of the crude ava~bility from ONGC's-
and OIL's Adds in AsslUD indicated that adequate indiaeno!J'S crude oil 
would be available for Barauni :refinery to utilize 1 million tonnes installed 
capacity. In view of this development, the above decision to release 
Kerosene Treating Unit U for BOftgai,aon on refinery was re¥iewed and 
it was coasidered necessary to retain this unit at Barauni ,ehery it&elf in' 
view of the increased availability throughput level of 3 million t.oGnes of 
indigenous crude. 

Action for reactivating Kerosene Treating Unit n at Barauni bas 
therefore-been initiated and it is expected that this unit wiftbe ltoDlJl1is. 
sioned in about a year's time. The quantity of the feed stock processed 
in Kro-I including quantity passed through the sptittM Column of ~r~ 
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sene Treati1l8 Unit No. II duriug 1973-74 (~) ... d 197"-75 (estimated: 
are given below): 

1973-74 . 

1974-75 . 

Feed to the Unit 
(tonnes) 

% to dlcdesiped 
tbrOUJ8hput QO ,one 

KTU (270000 tonnes) 

27,3533 

333000 

IOI'i 

lU'2 

%to the installed ca-
~ of one KTU· 

(300000 ton~s) 

110'0 

[Ministry of Petroleum & Chemicals-(Department of Petroleum) O.M. 
No. IS-S4012/3/74-OR-J, d~~ ~ ,4pril, 1975]. 

Rec:ommeDdatioD (Serial No.. 

The Committee find that though the Expert Committee constituted by' 
Government to study and report on the tecbno-economic feasibility ot 
locating the additional rrilUDg capacity in AS6am bad recommended in 
September, 1969, that it wn not necessary to create additional refining 
capacity of the conventional type for processing the crude oil estimated 
to be available from Assam and that the procenillg of imported crude 
at Baraum would involye coDliderabIe cost, Govcm.ment, in December, 
1969 announced their decision to iDcrcase the refioiJag apacityin Assam 
by ODe m.illion toones either by building a new refiaery or by expand.ia, 
the existing rc1lncry at Oauhati and the pormit the Barauni Refinery to 

. secure aude for its third UBit from. other sources including import. In 
October, 1970, Government decided to set up a one million toues reinery 
at Bongaigaon with a pctro-cbemical complex and the bwcstment decision 
thm:on was taken in March, 1972. The Committee are cOllltraioed to 
abIe"e that the delay ill comiDg to a 8Dal decision on the implementatioa 
of the GoverlDDent's decision regarding the setting up of the additional 
capacity in Assam had resulted not only in ftOO-utiIisation of the capacity 
available in the Barauui Rdinery and the processing of the available 
indigeaous crude in Assam but allo delayed the creation of additional' 
refining capacity in the Public Sector. The Committee recommend that 
these aspects of delays sbould also be examined by the bigh level Com-
mittee susgetfe4 earlier for atmospheric Uait m of the Barauni 1.e8nery 
so as to eliminate them in future. 

(paragraph 2.32) 

aepy 01 GcmmmeIIt 

In reply to recommendation No.1, the need for locating additional 
refining capacity in Assam in the overall national interest bas already been 
stated. 
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After the Prime Minister's announcement in Parliament in December 

1969, discussions were held on the mode of implementation of the deci~ 
sion. A Working Group wa'S constituted under the aegis of Chairman 
TOC assisted by Technical Experts of the Ministry, ONGC, OIL, liP and 
IPCL. The Group considered the following alternatives for implementing 
the Government decision:-

(i) Establishment of a separate grass root refinery of 1 million 
tonne at any of the following typical locations: 

(a) well-head 

(b) Oauhati; and 

(c) Bongalgaoa. 

, , ... ~- ,~, j.... 1 

I :'. i Y'~ 

(ii) Expansion of the Gauhati refinery from 0.75 m.t. per year to 
1.75 m.t. per year. 

(iii) Establishment of an integrated/DMT/Polyester Fibre Chemical 
Comples along with one of the above alternatives. 

The Working Group submitted its report in June 1970. It found ex-
pansion of Gauhati Refinery the most preferable from the techno-economic 
·:angle. Government of Assam, however, suggested addition of down stream 
!petrochemicals units which would have involved an outlay of about Rs. 300 
crores. In view of the uocertainty regarding levels. of crude supply within 
.Assam, a revised study was undertaken, on overall considerations includ-
ling not only the proposed refinery and DMT\Polyester Fibre\Ohemical 
-complex but also the expenditure which might have to be incurred by the 
Railways, the expenditure on the arrangement to carry crude and finished 
petroleum products; and the modifications of the Sindri Fertilizer plant 
based on RFO (LSHS) from the proposed refinery as feed-stock. This 
'Showed tlhat the total investment would be minimum in case of a refinery 
at Bongaigaon. A new refinery at Bongaigaon was considered to be the 
best on over-all considerations because of the improvement in ecooomics 
of Sindri Fertilizer Plant. Government of Assam accepted the proposal 
of a new 1 million tonne refinery at Bongaig'4Oll with a DMT\PDLYESTER 
'Fibre Plant and Petrochemical Complex and LSHS as leed-stock tor .the 
Sindri Fertilizer Plant. Assam GovemllJcnt also suggested transportation 
.of crude by inland water transportation of Brahmaputra. 

In January 1971, it was decided to take an integrated view of the 
proposed refinery DMT\Polyester Fibre\Petrochemical complex in Assam. 
the proposed modernisation of the Sindri Fertilizer Plant and the proposed 
scheme for utilisation of imported crude and LSHS at Barauni. IOC 
prepared a feasibility report in May 1971 on the Bongaigaon refinery. 
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It was also considered that the transportation of ONGC's crude to Boogai-
gaon through the OIL Pipeline by expansion of capacity was the cheapest. 
On 10th Mliroh, 1972, sanction was given for setting ,up the Bongaigaon 
Refinery. 

It would thus be seen that the delay in implementing the decision was. 
'because the issues involved were quite complex and needed detailed consi-
-deration. 

However, it was not possible during this period to utilise dle extra capa-
~ity available in the Barauni Refinery because for carrying crude to Barauni, 
substantial investments were needed not only for establishing a crude oil 
<:OIlditioning plant but also '8dditional pumps on the pipeline to expand 
the pipeline capacity. With the decisicn to set up the Bongaigaon Refinery, 
such investments to enable Barauni to process additicnal 1 million tonne 
-of indigenous crude were not considered economically justified at that stage. 

In view of the above, Government do not consider it necessary to get 
.these aspects of delay examined by a high level Committee. 

[Ministry of P & C O.M. No. IS. 5401213174-OR-I, dated 23rd 
December, 1974] 

Recommendation Serial No. 4 

The Committee take a serious view of the fact that Government pro-
.ceeded with the setting up of the HaJdia Refinery without preparation of 
a Project RepOrt and without a precise idea as to what the project would 
ultimately cost. The Committee fail to understand as to how Govem-
ment could assume that the cost of HaJdia Refinery would only vary to 
the extent of 5 per cent from the cost of Madras Refinery when the two 
projects were based on differect collaboration and sittrated in different loca-
tions. The Committee find that Government authorised the Company (in 
1969) to sanction individual works within an overall limit of Rs. 46 
crores. It was only in January, 1970 the Corporation prepared detailed 
estimates of cost for Rs. 71.44 crores. These estimates were, however, 
,revised to Rs. 67.51 crores, and sent to Government in September, 1970. 
The Committee find that Government approved the Project Cost estimates 
-of Rs. 67.50 crores only in July. 1972 i.e., after a lapse of about two 
years. The Committee strongly deplore the del'8y in processing in the,; 
"l'Cvised estimates and according sanction. 

The Committee also view with concern that the Corporation was allow-
ed to proceed with the work and incur expenditure thereon without the 
financial commitments haWig been :properly san:ction-..d ad approved. 
The Committee fail to understand as to how in the absence of a detailed 
-estimates of cost, effective control and check of expenditure on the project 
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could be exer-cised. The Committee were informea that even now the· 
revised estimates as approved by Government are not final and the pro~ 
ject cost would go up due to delay in the CommissioWng of the Refjnery,. 
and the extent of revision would be worked out only after the completioo 
of the project. The Committee need hardly stress that revised estimates 
of the project should be treated as a mere completion repoJt but should' 
serve as an instrument of fiaancial control. The Committee, therefore. 
recommend that the Corporation!Government should finalise the revised 
estimate of the project without any further delay. The Committee stress 
that the implicl'tionof the increased capital investment on the economics 
of the Project should be critically gone jnto and brought to the notice of 
Parliament as recommended by the Committee in paragraph 2.20 of their 
Tbirty~Ninth Report (Fifth Lok Sabha). (raras 3.24-3.26)' 

Reply of Genmment 

As agaiQst ~e revisep cost estimate of Rs. 67.50 crpres, till 31st March. 
74, an amount of Rs. 63.88 crores has been spent on the project an ex~ 
penditure upto an amount of Rs. 71.73 crores is expected fo be incurred' 
till 3ht Mar.ch, 1975. The fuel sector 0( the r~finery Ins been CQmmission~ 
cd and the lube sector is expected to be completed by end 1975. IOC 
would approach the Government with revised cost estimates if the estimat-
ed cost exceeds 10 per cent of the revised cost estimates already approved. 

With regard to the Committee's observation that the implication of 
the increased Clipital investment on the economics of the project should' 
be critically gOI)e into 3Ild brought to the notice of Parliament as recom-
meJlded b)' the Committee in paragraph 2.20 of their 39th Report, on 
Pyrit~s, Phosphates and Chemicals Ltd. it is submitted that this recom-
mendation (para 2.20) is separately under consideratiQll by the Deptt. of 
Fertilizers and Chemicals in consultation wil1h the Ministry of Finance. 

(Min. of P & C O.M. No. IS-S4012!3174-0R.I, dated 28.2.75). 

)t.eeo",,8datiea (Serial No. JO) 

The Comtnittee regret to note that the Keroserle Treating Unit II which 
was ~et up at a cost of Rs. 1.24 cror~s in December, 1965 was practically· 
idle since its commissioning except for 93 days in 1968-69 and 80 days 
in 19-6C;~ 70 when Kerosene Treating Unit I was shut down. Govemmmt, 
however, expected that tbis could be utilised when Atmospheric Unit III 
went on stream. Even after Atmospheric Unit III sta«ed processing im-
ported crude, Kerosme Treating Unit II col,lld not be operated as the 
kerosene obtained from the Middle :East did not require sulPhur dioxide 
extractiop. It has now been decided to utilise Kerosene Treating Unit II 
in the aongaigaon Refinery wbich is expected to be commissioned by 1976, 
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:and the cost of dismantling and installing the unit at Bongaigaon Refinery 
-would be Rs. 25 lakhs. 

The Committee feel perturbed that the Kerosene Tmlting Vllit II was 
set up at a cost of Rs. 1.24 crores without proper planning and without 
a proper assessment of the feed stock that would be available fOr proces-

;ing thus resulting in unnecessary locking up of C1Ipital for almost 11 years 
,till the Bongaigaon refinery would be commissioned. 

The Committ!ee ~nd \that ~is !DUltter should ,be thorougbly 
investigated with a view to fixing respoosibiltty for the hose loss suffered 
,by the Refinery. 

The Committee also find that though the Kerosene Treating Unit I 
was stated to have an in~built capacity over and above its desigRd capo-
city its utilisation was only of the order of 68.7 per cent and 75.6 per 
,cent during 1966-67 and 1968-69' respectively. The utttisatiollt during 
1969-70 to 1972-73, however, ranged from 106 per cent to 132 per cont. 
The utilisation in 1970-71 was as high as 132 per ceat. The' Conunitteo 
desiTe that the actual in--built capacity of the Unit should be properly 
assessed so as to enable the Refinery to utilise it to the maximum and to 
correctly evaluate the performance. 

(Paragraphs 6.31 to 6.33) 

Reply of Government 

At the time the kerosene treating units were designed, it was expected 
that most of the straight run kerosene from crude oil distillation as well 
as kerosene fraction from the coking unit would be treated in these units 
for the production of superior kerosene. When the Barauni refinery sent 
on stream, it was found that the quantity of inferior kerosene feedstOCK 
that could be processed in the Barauni Kerosene treating units was much 
less than the design C1Ipacity of the units because of the following reasons: 

(a) Production of less kerosene from the crude oil because of change 
in crude quality; 

(b) It became necessary to blend most of the coker kerosene with 
diesel oil fractions to meet the specifications for high speed 
diesel oil; 

(c) The product price at that time was such that the net realisation 
on account of sales of superior kerosene and iomex which are 
products from the kerosene treating unit, was less than the 
price for the feedstock if it could be sold as inferior kerosene; 



, , 86 

(d) Whereas there was little market for iomex at that time thero 
was still a market for inferior kerosene and therefore tihere 
was no particular reason to process all the inferior kerosene into 
superior kerosene. 

(e) Lowering of smoke point of superior kerosene by the lSI (25: 
mm to 20 mm) from January 1968 onwards and lower pro-
duction of A TF than designed meant lesser utilisation of the-
KTU. 

For the above mentioned reasons, it was not necessary to run the kerosene 
treating unit at Barauni to full capacity for processing inferior kerosene· 
into superior kerosene, as one of the units had sufficient capacity to process 
the feedstock available, 

When imported crude was processed in Barauni and atmospheric unit 
III also started functioning, it was not necessary to operate the idle capa-
city of the KTU2, because kerosene produced from Middle East crude 
did not require sulphur dioxide extraction. It is now expected that 
Barauni's 3rd million unit would be operated on crude oil from Assam 
and at that time it is expected that the second KTU unit would also be 
utilised. 

In view of this Government are 'of the view that a further investigation 
into the matter is not necessary. Since the present conditions and opera-
tions of the kerosene treating units are different, any test runs to establish 
the in-built capacity of the units under design conditions may not be of 
much practical value. 

(Ministry of P & C O.M. No. IS. 5401213174-OR-I, dated 23.12.74}· 

Recommendation (Serial No. 22) 

The Committee note that, though the Lube Oil Complex of the Barauni 
Refinery was originally designed to produce four Lube base stocks, it was 
not possible to produce all the 4 grades of oil because of defects in the 
crude vacuum unit due to defective design and certain additions are re-
quired in the plant. Consequently, the plant remained under-utilised from 
1967-68 to 1969-70 resulting in a loss of about Rs. 50 lakhs during this 
period. The Committee were informed that rectification of defects was 
not carried out as it involved a huge amount of money and a long period' 
of shut down. What is more surprising is the fact that the Corporation 
discovered later that the 4 grades of oils planned to be produced were low 
grade oils and could not meet the specifications of the products which 
were in demand in the market. It was also found that Digboi Refinery 
had increased the production of oils whiclh could meet the market demand~ 
As a measure of diversification, the Corporation took up production ot 
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800 pale lube oil in March, 1969. Since 1970-71, the lube complex: 
has achieved production more than the designed capacity. 

The Committee also regret to note that the compounding facilities for 
base stock of lubricating oil and additives created at a cost of Rs. 2~ 
lills remained under utilised as ooly one grade of oil was being produced 
which did not require blending. It has been stated that the equipments 
worth Rs. 19 lakhs are being utilised for handling phecol extract, slack 
w~ and rubber processing oil. 

The Committee take a serious view of this huge loss due to under-
utilisation of the Plant and the non-utilisati~ of facilities which in their 
opinion could have been avoided if the complex h'ad been created after 
a detailed market survey of the demand for products and proper planning. 
The Committee recommend that the matter should be 'thoroughly in-
vestigated in order to fix responsibility for this serious lapse, and to devisC'" 
suitable meaure to ensure that such costly lapses do not recur. 

(P'dl'agraphs 6.59 to 6.61) 

Reply of Govemment 

The factors leading to the under-utilisation of the Lube Oil Complex; 
and non-utilisation of the blending facilities have been thoroughly inves-
tigated by a Technical Committee set up by ICC (Refineries Division). 

According to the Technical Committee, the Market and Distribution 
Study conducted by well-known firm, Arthur D. Little Ioc. of Camp-
bridge, Massachusetts on behalf of Mis. Foster Wheeler Corporation, wh(l 
were appointed as consultants to prepare a Technical and Economic Sur-
vey Report, had established the demand for Indian lubricating oils aa 
211,000 tons in 1957 comprising 8.5 per cent axle oils (bluck oils), 38.4 
per cent LVI oils used principally for industrial and marine use, 8.9 per 
cent MYI oils, and the remaining 44.2 per cent HVI oils. Based on a 
growth rate of about 10 per cent per year, the demand for lubricating oils 
was expected to reach 309,000 tons by 1961. It was estimated that 50 per 
r.ent of the demand or 150,000 tons could be satisfied by lubricating. 
stocks produced from Naharkatiya crude. After taking into considera-
tion the production of LVI lube oils from the Digboi refillery, the deficit 
was estimated at 133,500 tons on all-India basis 'and 48,500 tons ill the 
Barauni supply area during 1961. It was, however, knoWl) that the qua-
lity of Na:harkatiya crude was such that it could give only low viscosity 
index oils. Since the production from Digboi was meagre, all the HVl 
oil and most of the EVI lube base-stocks and finished products were 
being imported. 
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III Marcb 1961 on the advice of the RlISS'ian specialists who had by 
-that time completieEI tbe pilot plant studies, it was decided to manufacture 
12,000 tonnes of motor oils and 34,000 tonnes of industrial (machine) 

,oils in the compex. The manufacture of machine oils does not require 
any blending of additives but only viscosity blending to a minor extent. 
Jt was assumed that bleDdilag of the base oil components produced in the 
refinery with tbe addittws indicated in- the report wattld suffice tt:) make 
:acceptable quality motor oils and no outside base stocks would require 
.to 'be blended therewith. 

As against tbo original schedule of 1964, the Lube Oil Complex came 
'"On stream towards the end of 1967 and by that time the situation had 
chaBged considerably. As against the expected; production of 1.5,800 
tonne! in 1961, tht Oigboi refinery WM producing at the rate of 64,000 
tonnes of LVI oils in 1967-1968, thus saturating the market particularly 
in the vis~osity range available from Barauni. The Indian Oil Corpora-
-tion had also entered into a collaboration agreement with Mobil and was 
lIelling over 100,000 tonnes of premium motor oils and industrial oilg 
af mter-national quality either imported as such 01' blended from the 
imported HVI Lube base stocks and additives in the blending plants es-
tablished -at Bombay and Calcutta. The Technical Committee has re-
viewed design I operation of the Lube Base stocks and has observed that 
a better vacuum column, designed to produce a higher viscosity stocks 
(as it was later done for the Lube India and Madras Refineries) 
could have served the purpose better as the demand for higher viscosity 
'Stocks is always more as compared to lower viscosity stocks. 

The Committee has also observed that as the detailed project report 
:-prepared by the Ru!.sians did not envisage the receipt of any outside 
-stock for blending with the base stocks produced in the refinery, no faci-
lities were included for this purpose. Later on, it was realised that the 
_inclusion of such facilities could have increased the flexibility of the 
refinery and enabled it to produce finished lubricants readily acceptable 
.by the market. 

The Committee has attributed the main reasons for the under-utilisa-
1ion of the Complex in the initial period to (1) design and operational 
problems at the refinery and (2) marketing problems. Mobil were not 
inclined to use the 60 \,1 Barauni base stocks in their premium motor 
oil branded products because in their opinion they were not of right 
quality for Mobil plants. Barauni also could not have made 60 VI 
stocks on a regular and com;istent basis and used the blending facilities 
installed for the purpose of making motor oils in the refinery. When 
better flVI neutral base oils were available by end 1969 from Lube 
Ind:\. and in early 1970 from MRL, there was no point in making 
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motor oils from the Barauni base stocks after incurring additional invest-
ment by way of facilities for receiving outside stocks. By this time. 
regular offtake of a single lube grade called 800 Pale Oil requmng no 
blending facilities h&d commenced and the refinery started achieving its 
rated capacity. 

The Technical Committee is of the considered opmlOn that "~ince 
the refinery design was ba!ied on the market study specifically prepared 
by the well-known and experienced international firms namely Foster-
Wheelers Hnd Arthur D. Little and the design itself was prepared by the 
USSR technical consultants, at a time when the indigenous experience 
available to Government in respect of lube oil refining and marketing 
was negligible, the factors that led to the under-utilisation of the lubo 
complex and non-utilisation of the blending facilities could not have been 
foreseen and provided for. Hence, we are unable to assign the responsibi-
lity for the loss sustained on any individual or organisation." 

The Chairman, IOC has endorsed the above findings of the Technical 
Committee. 

IOC has by now gained sufficient technical knowledge and experience 
and will, therefore, endeavour to adhere to sound principles of project 
engineering in future so that costly lapses as in the case of the setting up 
of the Lube Oil Complex ~t Barauni do not recur. Changing market 
conditions in respect of crude oil and products can, however, upset the 
production of any plnnt as it is not possible or advisable to introduce 
unlimited fiexibility. 

[Ministry of Petroleum & Chemicals. O.M. No. IS 5401213174-0R-I, 
dated 22nd May, 19741 

Recommendation (Serial No. 23) 
The Committee regret to note that the Bitumen Unit of the Barauni 

Refinery was ~et up in November, 1966 at capital cost of R~. 1 crore. 
without proper investigation whether bitumen suitable for plains could 
be produced trom J\:abnrkatiya food stock. Neither the Indian Standards 
In~titute nor the C!!ntral Road Research Institute were consulted in the 
mattcr. The Committee are surprised that the lSI specifications already 
available for producing bitumen with Middle East crude were blindly 
adopted as a guide for producing bitumen from Assam crude. The resu1t 
was that the unit remained idle/under-utilised sinCe its inception. Even 
after carrying out In<:'difications in 1968 at a cost of about Rs. 4 lakhs, 
the Unit could not be started al' it could not produce bitumen suitable 
for road work in plains. Efforts to produce bitumen of grades other 
than those envisaged in the Project Report could also not succeed as 
production of hitumen of these grades proved to be uneconomical. The 
restricted non-operation of the Unit resulted in a Joss of about Rs. I 
510 LS-7 
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crores. The economics of producing bitumen in the Barauni Refinery 
also indicated that so long as there is spare capacity in tihe Cocking Unit, 
the manufacture of bitumen would always be a losing propositioo. The 
operation of the Unit even at its. rated capacity woiuld result in a net loss 
of Rs. 30 lakhs per annum. The Committee take a serious view of tbe 
detective planning in the setting up of this Unit. 

The Committee also find that the Corporation imported 3000 tonnes 
of drum sheets and purchased 1026 tonnes of indigenous shoots for the 
fabrication of drums for bitumen. The Committee regret to observe that 
as the production of bitumen did not come up as anticipated, the fabri-
cation of drums had to be kept in abeyance and 1900 tonnes of imported 
sheets had to be disposed of after about one year from the date of its 
purchase at a loss of Rs. 2.71 lakhs. The Corporation had also to incur 
a further loss of Rs. 7.12 lakhs upto 31st December. 1971 by way of 
interest charges and god own charges. 

The Committee arc informed that it is now proposed to restart the 
Unit using residues from imported crude after carrying out modificatic'ns 
at a cost of Rs. 40 lakhs which are likely to be completed by 1975. The 
Committee are surprised that modification would result in reduction of the 
existing capacity, though it is claimed that the margin of profit would be 
Rs. 2.33 lakhs. The Committee arc not sure whether those economics 
of the Project would be realised particularly in the context of increase 
in the price of imported crude. The Committee would like Government 
to closely examine the eCC1nomics of the proposed conversion to ensure 
that it is in the best interest oE the Corporation and larger public m\crt:~; 

before investing any further amounts. 

The Committee recommend that the entire matter regarding the 
setting up of Bitumen Unit at Barauni Refinery should be investigated 
by a high level Committee in order to pinpoint the lapses and fix respon-
sibility for the huge Joss suffered by the Corporation. 

The Committee would like to be informed of the concrete measurei 
taken to obviate recurrence of such costly lapses in investment and tying 
up of collaboration arrangements. 

(Paragraphs 6.83 to 6.87) 

Reply of Government 
At the time the 2 million tonnes stage of Barauni Refinery was 

designed, it was c.onsidered prudent to include the production of bitumen 
at this Rf finery on considerations of demand and the profitability of this 
product; 
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In petroleum industry the specifications of products are generally 
governed by the standards formulated/published by the National StandJrds 
Institutions and it is the normal practice to adopt these national standards 
for the design of the refiner ies. As already explained to tbe Committee. 
JOC and the Russian designers were not aware that the bitumen meeting 
lSI specifications would fail in performance. The failure of Barauni 
bitumen was an exceptional case and came to knowledge only dUClng 
actual field r pplication. For this exceptional situation it is felt that even 
a reference to Indian Standards Institution and or to Central Road Re-
search Institute might not have helped in the matter since the problem 
was neither known nor a~ltkipated at that stage since there was no known 
failure like that. 

In 1968 modifications .were carried out to the Bitumen Unit at Bar.'1uni 
Refinery after discu~sions with the High Power Soviet Delegation arId 
as a result of these modifications bitumen was produced which met lSI 
specifications. The economics of bitumen production was very favour-
able at the projetc stage at the price structure prevailing at that time. and 
refineries at that time were putting in every effort to maximise bitumen 
production. Subsequently the price structure as modified by the Govern-
mellt became unfavourable changing the entire economics of Bitum(-n 
pl'Oduction and it was profitable even to process the feed stock in the 
Coking Unit instead of Bitumen production. The unfavourable price 
structure, low demand of bitumen from Barauni and the tie-up of phenol 
extr~ct which was being used for production of Bitumen (so as to meet 
the lSI specifications), liS carbon black feedstock were the main factors 
influendng the decision to keep thi'S unit shut down. 

In 1972 a proposal was made for receipt of imported crude at 
Barauni so that the full capacity of the Barauni Refinery could be utilised 
in the absence of sufficient availability of indigenous crude. With the 
receipt of imported crude at Barauni it would have been technically 
feasible to produce bitumen in the Barauni Refinery and an efforts were 
directed for caHying out necessary modifications in the Bitumen Unit at 
a cost of about Rs. 40 lakhs for the production of bitumen based on 
imported crude frcd stock. The expenditure incurred in tarrying out the 
modification was, however, Rs. 25,000 only. 

The proposed modifications to the Bitumen Unit at Barauni, based 
on imported crude, were, however, subsequently dropped consequent on 
the assessment of ONGC made in February, 1974 indicating the availabi-
lity of sufficient indigenous crude to sustain the 3 million tonnes capacity 
ot Barauni Refinery. JOC are, therefore, presently considering the 
possibility of utilising the equipment of Bitumen Unit for other purpose. 
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At the time of planning Barauni Refinery, Indian Oil Corporation 
(Indian Refineries Ltd.) was a very small organisation which was just 
(:oming up. Neither the Company had the laboratory facilities to conduct. 
investigations regarding the quality of crude oil for producing various 
products nor there were such specialised institutes such as lIP at that 
time. At present while planning the processing of new crude oils, roc 
makes its own preliminary evaluation if necessary, in its own laboratories 
in the various refineries hnd before making final decision matters are 
invaIiahly referred to specialised institutes such as liP for detailed labo-
ratory evaluation. lIP today is in a position to do detailed evaluation 
work on crude oil and its products. Over and above this, IOC is also 
establioshing Research and Development Centre exclusively to meet its 
Own requirement. 

It would :tppear that at the time of planning and designing of the 
Bitumen Unit, there was a lack of technological expertise which resulted 
in non-utilisation of the capacity of the Unit and the consequent Joss 
suffered by the Corporatio!1. The constitution of a high level Committee 
at this stage to enquire inl0 the setting up of the Bitumen Unit at Barauni 
Refinery may not, there-fore, yield any useful results. 

[Ministry of Petroleum & Chemicals O.M. No. IS.54012/3174-0R-I, 
dated 22nd November, 1974] 

Recommendation (Serial No. 39) 

The Committee find that a contract was signed with USSR suppliers 
for supply of equipment and materials weighing 15,350 tonnes for the 
setting up of the Gujarat R(~finery. Subsequently, 204.196 tonnes wne 
ot'leted from the supply sl.:hedulc of the contract in terms of the protocol 
dated 9th October, 1974. as these materials were available from indigen-
ous sources. The Committee also note that the protocol was silent about 
the pos'Sible reduction in th(o contract price in the case of deletion of the 
quantity from the (;ontracted supply. 

The Committee regret to note that though the supplies under the 
protocol were completed as early as 1966, it was only in February, 1970 
after a lapse of six years from the date of protocol that a claim for 
Rs. 15.76 lakhs was preferred against the foreign suppliers on account 
of the value of delcted items wt:ighing 204.196 tonnes (Rs. 10.92 lakhs) 
and also for defective materials and other causes (Rs. 4.84 lakhs). This 
claim has not been accepted by the suppliers so ·far. The Committee are 
also surprised that the management has not sought the assistance of 
Government for the n'covery of the claim in spite of the long delay in 
the settlement of the claim by the foreign suppliers. 
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The Committee are nolV informed that the suppliers have agreed to 
re -examine the matter. The (\'mmittee desire that the matter should be 
pursued vigorou~ly' with a \litw to effecting an early settlement of the 
claim. 

The Committee are informed that it was not possible to work oUl 
the quantity and value of Ru~!:ian materials that might still be living in 
stock in the Refinery. The Committee fail to understand as to why the 
materials received under the agreement should not have been kept sepa-
rately throughout. The Committee recommend that the matter should 
be investigated to fix respoll!libility for the lapses. The Committee should 
be informed of the action taken. 

(Paragraphs 7.34 to 7.m 
Reply of Government 

With regard to the Committee's observation regarding keeping the 
materials received under the agreement with the Soviet Organisation 
separately, the position has been examined in consultation with the IOC. 
Against the stipulatl'd quantity of 15,146 M.T. of materials for the cons-
truction of the two milJion tonne refinery, a balance of 1,023 MT was 
left ovt'r. This material included pipes and pipe fittings of various sizes, 
"alves of different -sizes, electric cables, motors, instrumentation spares 
etc. All such material which was considered useful for the operational 
and maintenance needs of the refinery, was taken on charge along with 
other operational stores Hnd spares. Other surpluses were segregated for 
disposal. 

After the refinery was commissioned, the taosk of organising the stores 
to suit the operational requi~ments had to be taken up on an urgent 
basis. To start with, the job of preparing detailed classification and codi-
fication of various types of material was taken up in which each material 
woo; piven a distinct code number according to its specification and its 
natural classification. As per the established norms of inventory manage-
ment, one particular type of material was given one code only regardless 
of its SC'urce of supply. This wat. considered desirable to fix up minimum 
and maximum levels and studying the consumption pattern of each type 
of mat"rial. During con~truction period, JOC had receiyed materials 
from different sources which was kept segregated from one another. To 
organise a proper sY!ltem of inventory management, it was necessary to 
identify the material of one type scattered over different kx:ations and 
to brin~ them on one location and under one material code Dumber with 
physical accounts to be l:ept in a bin card corresponding to tbe said ooc1e 
number. This process of reorganisation was spread over two/three ye:ul 
period during which the material received from various source! of supply 
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was reorganised according to the codification scheme drawn for the opera-
tional requireme.nt!;. During this process, the materials conforming to 
one code number but procured from different sources and under different 
contracts wrrc grouped under one bin card. 

I Durit",~ this period the refinery had to purchase different materials 
for operation and maintenanct' to the extent they were not available with 
the refinery out of the left over stocks. These purchases were made from 
the indigl!nou!l sources as well as from foreign sources. In certain areas 
import !->uh<:titution programme was undertaken and spares were deve-
loped confO! ming to the code specifications 'Serving the same end use as 
the corresponding foreign material. Therefore, in certain cases over a 
course of time, the stock of raw material consisted of items purchased 
fi1'Om variou~ sources liS well as of items which were a part of the left 
over material after comtruction. 

If a separate account for left-over materials received 'from different 
sources of supplies under different contracts was to be kept, this would 
have been possible only after a separate code number was given for the 
same type of material received under different contracts and these sup-
plies were stored at different locations. If this method was adopted it 
would have r'(!Sulted in multiciplity of bin cards and locations render-
ing the task of inventory management extremely difficult. In certain cases 
over stocking or stockouts might have also resulted. It is for this reason 
that separate coding and classification was maintained during the cons-
truction phase, but 'after the construction phase was over, all items of 
the same nomenclature and description were broUght under the same code 
as well as location to introduce a 'proper system O'f inventory manage-
ment. There has, therefore, been no lapse on the part of the refinery 
management. 

With regard to the Committee's observation on the delay in the claim 
against the Soviet suppliers towards deleted items and the defective mate-
rials, the position is that since the contract supplies were completed 
some time in 1966 and the last invoice from Soviet Suppliers received ill 
October, 1971, the details of various claims could be worked out by 
Refinery Engineers only by June, 1968. Thereafter, the entire case had 
to be examined in detail in cmsultation with the Accounts at Gujarat 
Refinery. Since the work involved considerable amount of calculations 
and examination of records, the comprehensive note could be prepared 
only by July, 1969. Immediately thereafter in September, 1969 the de-
tails ('I{ the claims were !handed over to the then G.M. of Gujarat Refinery, 
wb" W8' visiting Moscow. the disCussions with the Soviet Suppliers. 
During these discussions of Moscow, the Soviet Suppliers indicated that 
they would not be prepared to consider 1000s claims unless these are 
supported by relevant documents in light of the various agreements and 
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protocols signed in the past by them with the Gujarat Refinery manage-
ment. In light of the above discussions all the transactions remting to 
supplies made by Soviet Suppliers vis-a-vis contract conditions were 
reconsidered by Gujarat Refinery and a formal claim was raised with the 
Soviet Suppliers in February, 1970. 

However, as against the contracted price of ~oubles 12,500,000, tho 
payment released by the Gujarat Refinery on the basis of invoices re-
ceived from the suppliers amounts to only Roubles 12,123,331.31 towards 
the supplies of 15,306.169 tonne!; of equipment and materials actually 
received against the contractual qU'antity of 15,350 tonnes. 

The suppliers had raised their last invoice for Roubles 36,11:15,42 in 
October, 1967 ·for the balance amount in terms of the contract. The 
payment of this invoice has not been released by IOC in view of their 
claim for Rs. 15.76 lakhs for deletion of 204.196 tonnes of equipment 
and materials from the contract, under the Protocol of 9th October, ] 964 
as well as against the defective equipment .which had to be rectified by tbe 
Gujarat Refinery at their own cost. 

I ndian Oil Corporation have been making persistent demands both 
in writing as well as during several discussion with the Senior Soviet re-
presentatives, the last one being ftlade in May, 1974, for the settlement 
of their above claim. Soviet suppliers had agreed to consider the claim 
and indicate their views in course of time. However, the final decision of 
the Soviet authorities has yet to be received. As suggested by the Com-
mittee, IOC are pursuing the matter with the Soviet Suppliers with a view 
to early settlement of the claim. 

As the Soviet suppliers are considering JOC's claim, IOC have not 
~ought assistance of the Government 

[Ministry of Petroleum & Chemicals O.M. No. IS-5401213j74-
OR-I, dated 13th January, 19751 

R.ecommendatloo (Serial No. 46) 

The Committee fiod that tbe number of men in position in the Gauhati. 
Barauni and Gujarat Refineries as on 31st March, 1973 were 116 pet 
cent, 105 per cent and 31 per cent more than th~t indicated in the res-
pective Detailed projeot Reports of these Refineries. They also note that 
on 31 st March, 1973 about a thousand persons were in excess of the 
strength fixed by the Management themselves for the three Refineries. 
The Committee are informed that the norms indicated in the DPR's were 
not applicable as many of the items were not taken into account at tho 
time of drafting of the DPR's. The refineries were faced with the prob-
lems such as absorption of workers c:ngaged in the construction of the 
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project, implementation of arbitration awards etc. and even if the sur- -
plus staff is identified the retrenchment of such staff would poso serious 
problems. 

In the opinion of the Committee, deployment of staff in excess ot re-
quirement only reduces the efficiency and increases the overheads. 'The 
Committee '11so feel that surplus construction staff should be gainfully 
employed in O".her projects under construction. The Committee recom-
mend that the GovernmentlCorporation should undertake a review of the 
.staff strength in all the three refineries and identify the staff in excess 
of requirement, and make concreted efforts to absorb the surplus staff 
gainfully in other Central or State Projects that are coming up in the area. 

(Paragraph 10.6)' 

Reply of Government 

The staff position in all the three refineries is being kept under constant 
review by the IOC and the surplus st-aff is being identified from time to 
time. Industrial Engineers posted in each of the refineries have been 
eutrusted with this work. The efforts made to got the surplus staff of 
the IOC refineries absorbed in other Central or St-ate projects that are 
coming up in the area have not met with success because of the desire of 
the local Governments to increase employment opportunities in 1lheir area 
to the maximum extent possible aod the reluctance on the part of the 
employees of IOC to shift to other organisations because of the better 
serviCe cooditions in IOC. lOC are making efforts to reduce the sur-
plus staff by adopting a policy of non-recruitment to categories where 
there is surplus staff. By a process of attrition, there is likely to be 
progressive reduction in the surplus staff. 

With regard to the Committee's observation that surplus construction 
staff sihould be gainfully employed in other projects under construction, 
efforts are being made to get the construction staff of the Haldia Refinery 
rendered surplus on account of completion of the project, employed in 
the construction of the fertilizer plant which is coming up at Haldia. 

[Ministry of Petroleum & Chemicals O.M. No. IS-5401213174-OR-I. 
dated 19th October, 1974 j 

Further Infonnadon called fOr by the Committee 

The Committee on Publici Undertakings recommended that Govern-
mentlCorporation should undertake a review of the sOOff strength ill all 
the three refineI'ies and identify tJhe staff in excess of requirement. 

(a) Has any review been undetaken? If so, with what result'! 
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(b) What is the actual requirement of staff according to the realistic 
& scientific studies made and what is the extent of staff in c\CeSi of 
requirement; 

(c) What has been the result of steps taken to absorb the surplus staff 
elsewhere? 

(Lok Sabha Secretariat O.M. No. 16-PUI74, dated 6th November, 1974) 

Reply of Government 

(a) The review of the staff strength were carried out ift each Refinery 
by the Efficiency Research Team of the Marketing Division of the Corpora-
tion. Thereafter t'he requirements were revicwed 'by the Industrial Engi-
neers from time to time. -The Efficiency Rescarch Team of the Marketing Division of IOC 
reviewed the manpower requirement of the Gauhati Refmery in 1968-69. 
Barauni Refinery in 1968 and Gujarat Refinery first in 1968 and then in 
1971. Recently the National Productivity Council has been approached 
for undertakilllg a manpower study in the Barauni Refinery and they have 
aJready conducted preliminary survey for the purpose. 

(b) The actual requirements of the staff according to the realistic and 
scientific studies made in each Refinery and the present strength is as 
ulllder:-

... -------. 
Unit Assessed rCQuirment No. in pOIIition as on No. in Exce8s 

30-9-1974 

Gauhati. 1069 uso lSI 

Barauni 2087 27S9 672 

Gujarat 1343 14114 141 
--_. 

(c) IOC's efforts to get the surplus staff of their refineries absorbed in 
other CentraJ or State Projects tlrat are coming up in the area !have not 
met with success due to the reasons already explained in reply of tho 
Government to C.P.Us. recommendaticn No. 46 forwarded to the Lolc 
Sabha Secretariat vide Ministry of P. & C's O.M. No. IS. 54012/3 /74-0R-
I dated 19th October, 1974. However, inspite of such difficulties IOC 
have been able to reduce the surplus staff in the last about 4 112 years to 

the extent of 300 in all by way of normal attrition. 
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{Ministry of Petroleum & Chemicals O.M. No. IS-540121 3 I 74-0R-I, 
dated 30th January, 1975] 

Furtber Information Called for by the ColIIIDIttee 

What are the figures of surplus staff in the three refineries year-wise 
-and the extra expenditure involved in this account. 

(Lok Sabha Secretariat O.M. No. 16-PUf74, dated 16th December, 1974( 

Reply of Government 

As the information required pertains to the earlier years and IOC 
have to collected it from their unit, it is taking time. The urgency of 
the matter has, however, been stressed on IOC and the Ministry expects 
to furnish the information shortly. 

[Ministry of Petroleum & Chemicals O.M. No. IS-S401213174-0R-l, 
dated 9th April, 1975] 



CHAPTER V 

Recommendation in respect of which Final Replies of Government are 
still awaited. 

Recommendation (Serial No.5) 

The Committee find that as per the original time schedule proposed 
in August, 1967 the main Refinery W'lS expected to be completed by the 
second half of 1970 and the Lube Oil Units by early 1971. The cons-
truction schedules have been revised several times. It is now expected 
that the fuel part of the Refinery would be completed by the middle 
of 1974 and the lupe part of it by the end of ]974. The Committee re-
gret to note 'that the construction of the Haldia Refinery has been delayed 
by about 4 years. 

111e Committee would like Govemment to thoroughly investigate the 
matter so as to identify the faotors which continue to impede the com-
pletion of the Project so that the latest estimates for ~ommissioning of 
the Refinery are adhered to. 

The Committee need hardly stress that any further delay in the cons-
truction and commissioning of the Refinery would only accentuate the 
oil crisis in the country. 

(Paragraphs 3.38 to 3.40) 

Reply of Government 

Government are condu~ng an investigation into the ca'useslfac:tors 
caosiog the delay in the construction schedule of the Haldia Refinery Pro-
ject. The result of the investigation will be communicated to the Commit-
tee shortly. 

It may, however, be submitted here that the Fuel Sector of the refinery 
has already gone on trial runs with effect from the first week of Septem-
ber, 1974 and the Lube Sector of the refinery is expected to be commis-
sioned by the middle of 1975. 

[Mioistry of Petroleum & Chemicals O.M. No. IS-5401213174..QR-I, 
dated 23rd October, 1974J 
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Recommendation (Serial No. 15) 

The Committee strongly deprecate the inordinate delay in the setting 
up of t1le project for the manufacture of Liquified Petroleum Gas (LPG) 
in the Gauhati Refinery. The Project which was initiated in June, 1964 
was completed only now i.e. after about 9l years. It took 2! years 
for the Government to take a decision that LPG project need not be en-
trusted to th~ Rumanians but could be done by IOC. It took another 
year to decide that the work should be done departmentally instead of 
giving it to contractors. Order for tlhe supply of vessels was placed with 
Mis. Triveni Structurals in June, 1968 after another six months, the 
scheduled date of delivery being 30th September, 1969. Mis. Triveni 
Structurals could not adhere to the schedule and the contract with them 
bad to be cancelled in December, 1970. 

Mis. Triveni Structurals conceded that they could not adhere to tlhe 
scheduled dates of delivery but for further delay ,they laid the blame on 
the IOC who according to them could not arrange the inspection and 
testing of the storage vessels. IOC on the other hand blamed Mis. Tri-
veni Structurals for having unilaterally changed the inspection authority 
witlhout even informing them, thus violating the terms of the contract. 
Conflicting statements had been made by Mis. Triveni Structurals Ltd. 
and the IOC regarding the events leading to the cancellation of the con-
tract. 

The Committee regret to note the delay in the supply of vessels result-
ed in a loss not only to the Triveni Structurals Limited but to the refinery 
as during this period the efinery gases were being flared without convert-
ing into LPG. The LPG had to brought from Barauni Refinery and 
marketed in Assam area till the production of LPG at Gauhati Refinery 
started. Even after the cancellaotion of contract with Mis. Triveni Stru~tu­
rals it took almost 3 years for the completion of the project. 

The Committee are concerned to note that ·the GovemmentlCorpora-
tion have not found it necessary to calculate the loss suffered by the 
Refinery as a result of delay in the commencement of production of LPG. 

The Committee recommend that Government should analyse the causes 
for delay in the setting up of the project with a view to fixing responsibility 
and in olxier to ensure that such lapses are avoided in future. 
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The Committee need hardly stress that the market for LPG should 
now be developed in the area and the management should step up produc-
tion in order to meet the entire demand for the area. 

(Paragraph Nos. 5.116 to 5.121) 

Reply of Government 

As recommended by the Committee, analysis of the causes for delay in 
the setting up of the project with a view to fixing responsibility and in 
order to ertsure that such lapses are avoided in future is being made. 
Necessary action for getting the analysis made has been taken. 

With regard to the recommendation regarding development of market 
for L.P.G. in the Gauhati area and stepping up ctf production, necessary 
action is being taken by the JOC. 

Wtth the commissioning of permanent facilities for LPG in the last 
quarter of 1973, Gauhati Refinery is in a position to produce about 4500 
tonnesJycar of LPG .from rhe present quality of crude against which the 
present upliftments are of the order of 1400 tonneslyear. The Manage-
ment has taken a number of measures and it is expected that the present 
potential of 4500 tonneslyear from Gauhati Refinery would be fully ab-
sorbed in about three years. \ 

Facilities for recovering additional 4000 tonneslyear of LPG from 
coking gases are being put up. These facilities nre expected to be ready 
in about three years' time. 

Thc possibility of supplying LPG as a substitute for Tea Drier oil in 
the tea estates is also being examined by the JOC. 

(Ministry of P&C O.M. No. IS. 5401213174-0R-I, 
dated 19th October, )974] 

Further Infonnatlon Called for by tile Committee 

It has been stated that with regard to the req>mmendation regarding 
development of market for LPG in the Gauhati area and stepping up of 
production, necessary action is being taken by I.O.C. 

What progress has been made so far in this direction? Please furnish 
the details of LPG Production, estimated demand, quantities sold during 
1970-71 to 1973-74, year-wise. 

(Lok Sabha Secretariat O.M. No. 16-UPI74. dated 16th 
December, 1974) 
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Reply of Government 

The production and despatches of LPG ex-Gauhati Refinery from the 
year 1970-71, onwards is given below: 

--.~-.. -~-
Year Production Despatches 

(Figures in tonnes) 

1970-71 . II Nil 

1971-72 387 385 

1972-73 771 766 

1973-74 n61 1132 

The production of LPG was regulated mainly as per cylinder availability 
9IId market demand in Gauhati fed area (Assam). There was paucity 
of cylinders. The position has since improved and thereafter, besides in-
creasing the market in Assam LPG-ex-Gauhati' Refinery is also being 
moved to Calcutta. . 

Estimated monthly production is 370 tonnes and the current upliftings 
are 250 tonnes per month, which includes 70 to 80 tonnes being 
transported to Calcutta. Free enrolment is being undertaken and there 
is no waiting list in Gauhati Fed areas. IOC have also planned entry 
into 14 now markets in Assam and surrounding states and be; middle 
of 1976, it will be possible for IOC to sell the entire production of 
Gauhati in Geuhati fed markets only. 

[Ministry of Petroleum & Chemicals O.M. No. IS-5401213174-0R-I. 
dated the ·27th February, 1975] 

Recommendation (Serial No. 17) 
The Committee regret to note that the Gauhati Refinery had to incur 

loss of Rs. 33.28 lakhs during the years 1966-67 to 1972-73 on account 
of movement; spillage, leakage dipping errors in the course of loading 
from the tanks to tank wagons and tank lorries. There has been 
inordinate delay in the establishment of facilities for reducing this 
recurring loss. The Committee recommend that the Government should 
analyse the causes for delay at various stages and at various leve:s with 
a view to fix responsibility. 

The Committee would like to be informed as to whet' extent it has 
been possible to reduce the loss as a result of establishment of the 
facilities. 

(paragraphs 5.138 and 5.139) 
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Reply of Govel'DJDent 
Government have instituted an enquiry to analyse the causes for 

delay in the establishment of facilities for reducing the loss on account 
of movement, spillage, leakage and dipping errors in the course of 
loading of products from the tanks to tank wagons and tank lorries at 
Gauhati Refinery. The result of the enquiry will be communicated to 
the Committee shortly. 

The batch loading facilities at the Gauhati Refinery were commissioned 
in October/N IVember, 1972. The loading losses of N.S. have come 
down as a 1 esult of the establishment of these facilities, as would be 
seen from the following figures : 

1972-73 

1973-74 

Year 

April '74 to June '74 

NS Loss (-) in MT %1..088 (-) on tank 
discharge 

(-) 297'20 

(-) 153,65 

(-) 9'4°7 

(-) ,. 16 

(-) 0'67 

(-) o· 21 

[Min. of P & C O.M. No. lS-54012/3/74-0R-J, dated 2810-1974) 

Recommendation (Serial No. 18) 
The Committee take a serious note of the fact that although the 

Barauni Refinery with .two millitmltonnescapaci1try was commissioned 
for trial runs in July, 1964, the complete cost of the project ha5 not 
yet been approved by the Government. Sanctions given upto June, 
1952 to the extent of Rs. 32.46 crores have been accorded by Govern-
ment to some of the constituents of the Proj;,:ct. Thcroofter the 
estimates have been revised by the Corp. several times and the Corp. 
continued with the work on the Project in anticipation of Government's 
approval to the revised estimates. An amount of Rs. 46.63 crores has 
already been spent on the Project. The Committee are also informed 
that no feasibility report was prepared. It hes been admitted by the 
Additional Secretary of the Ministry that the correct procedure was not 
allowed. 

The Committee have been repeatedly emphasising in their ·Reports 
that it is not correct to go ahead with the execution of a project without 
proper scrutiny of the feasibility report therefor and an appropriate 
sanction of the project estimate. The Olmmittee need hardly stress 
that the revised estimates of the Project should not merely be a 

.Please see Eighteenth and Thirty-Ninth Reporte of the Committee on Public 
Undertakings (Fifth Lok Sabha). 



104 

completion report of the Project but should serve as an instrument of 
financial control. They, therefore, reiterate that the total commitments 
~n a project should be prepared as rea~istically as possible in the 
beginning and should be available to Government and Parliament before 
a Project is approved. The Committee highly deplore the delay on the 
part of the Government/Corporation in finalising the estimates. They 
would like that the responsibility for the drlay should be fixed. The 
Committee recommend that the revised estimates should be finalised 
without further delay. 

The CClmmittee also reiterate that the implications of the decreased 
cap:tal investment on the economics of the Project shou~d be critically 
gone into and brought to the notice of Parliament as recommended by 
the Committee in Paragraph 2.20 of their Thirty ... Ninth Report (Fifth 
Lok Sabha). 

(Paragraphs 6.10 to 6.12) 

Reply of Government 

Government have since finalised and sanctioned the final project cost 
estimates of Barauni Refinery for the 2 million tonnage capacity per 
annum. 

Government have, however, initiated action to enquire into the causes 
for the delay in finalising the cost estimates of tlhis project. The result 
of the enquiry will be intimated to the Committee shortly. 

The question of preparation of total commitTT)~nts on a project has 
already been examined and the decision of the Ministry of Finance 
communicated and incorporated in the Thirty-third Report of the 
Committee on Public Undertakings. 

Government's reply to recommendation No.6. t 2 regarding the 
implications of the increased capital investment on the economics of the 
project will be covered in rep~y to a similar recommendation contained 
in the para 3.26 (On Haldia Refinery) of the Report. 

[Ministry of Petroleum & Chemicals. O.M. No. IS-S4012/3/74-0R-I, 
dated 26th October, 1974] 

Recommendation (Serial No. 14) 

The Committee find that M/s. Engineers India Ltd. were entrusted 
with the task of design engineering, erection and commissioning of the 
coke CaJination Plant at Barauni Refinery at a tot'81 cost of Rs. 55.70 
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lakhs. The Plant was scheduled to be completed by 6th May, 1970. 
It was, however, finally made over to JOC in June, 1972 after a delay 
of two years. The delay of one year was stated to be due to strike in 
the Plants where Mis. iEngineers India Ltd. were getting the equipments 
maDl.ifactured. Another one year was taken in rectification of the defects 
noticed after tbe trial runs of the plant. The Committee are surprised 
to find that the agreement with Mis. Engineers India Ltd. did not even 
contain provision for levy of penal~y for de:ay in· completion of work. 
The Committee are informed that consequent on the delay the cost of 
the plant went up by Rs. 6.50 lakhs and profitabilitY was reduced by 
about Rs. 70 lakhs due to delay in the completion and commissioning of 
the Plant and of a further amount of 27 lakhs due to shortfall in 
production during July, 1971 to February, 1972 on account of mal-
functioning of the plant. 

The Committee recommend that the reasons for delay in the completion 
of the plant and its defective working after commissioning should be 
thorough'y investigated so as to pinpoint lapses and in order to fix 
responsibility for the huge loss. 

(Paragraphs 6.94 to 6.95) 

Reply of Govemment 

Government have initiated action to investigate the reasons for dela')' 
in the completion of the plant and its defective working after commission-
ing. The result of the investigation will be intimated to the Committee 
shortly. 

[Min. of P & C O.M. No. IS.54012/3/74/0R-I. 
dated 23rd October, 1974] 

Further information allied for by the Committee in resped of 
Recommendations at Serial Nos. 5, 15. 17. 18 _ 24 

(i) Serial No. 5 

It has been stated that Government are conductin~ an investigation 
into the causes I factors causing the delay in the construction schedule of 
Haldia Refinery Project. 

What are the results of the investigation? 

(ii) Serial No. 15 

It has been stated that analysis of the causes for delay in the setting 
up of the project with a view to fixing responsibi'ity and in order to 
ensure that such lapses are avoided in future is being made. Necessary 
action for getting the analysis made has been taken. 

510 LS-S. 
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Wbedter tlIe anaJylis hal since beeR completed. If so, what are the 
results of analyais made? 

(iii) Serial No. 17 

It has been stated that Government have ins~ted' an enquiry to 
auaJyae the causes for detay in the establishment of facilities. 

What are the results of the enqoiry? 

(iv) Serial No. 18 

It has been stated that Government have initiated action to enquire 
into the causes or the dewy in finalising the cost cstimates of the project. 

What are the results of the enquirrj? 

(v) Serial No. 24 

It has been staled that Goverament have initiated action to investigate 
the reasons for delay in the completion oi the plant and its defective 
working after commissioning. 

What are the resuas of inveJ1iaelion? 

[Lok Sabha Sectt. O.M. No. 16-PUI74, dated 6th November. 1974] 
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Further Information Called for by the Committee in respect of 
recommendations at Serial Nos. 5, 15, 17, 18 and 24 

(a) On what date the enquiries/investigations werc initiated in 
respect of these recommendations? 

(b) By what time the enquiries/investigations ar·:: likely to be 
completed? 

(c) What are the reasons for delay in investigating the issues 
raised in these recommendations. 

[Lok Sabha Secretariat O.M. No. 16-PU/74, 
dated the 21st March, 19751 
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APnNDIX I 

(VUk ............. at SeriII No. 26 F ",) 

ROLE OF THE CEloiTRAL SERVICE ORGANISATION FOR 
IMPROVING OPERAllNG EFFICIENCY OF 1lIE REFINElUES 

OF IOC 

IOC Refineries have been attaching considerable importuce towardos 
minimising downtime of processing units both scheduled and unscheduled 
by adopting techniques of preventive maillteunce and maintenance 
planning and fClr this purpose each Refinery has an inspection agency 
which keeps a check on the equipments for better onstream factor. For 
strengthenmg Im:pection IOC Management has made it as a Staff function 
'Separated from Maintenance Department and by bringing it under the 
Technical Services Department, r it hat started playing a more effective 
role towards improvemt1lt of service factor of Refineries by advising 
Maintenance corrective measures well before any Unit is down. This 
advice before hand helpr.. in a timely material as well as manpower 
pfanniwg with the main aim of reducing downtime periods. 

To strengthen this a<:tivity further, Central Services Organisation 
(eSO) was formed in May, 1972 for providing centraJiosed expertise to 
our Refineries on maintenance/corrosion problems. During 2 years of 
existence, COS by familiarising itself with problems of Refineries bas 
bcCII. advising lhf Refineries for better maintenlltCe tbfOUgh visitsldis-
cussions followt'd by ilwestiption work at reputed laboratories. Atttao.gh 
tX period of its exiSkftce if! not toe long for quantifyiag the rClluks, lOme 
af the many measures so far suSgested for improving the oper~ 
efficiency of Baralllli Refinery are summlrised as follows":-

An improved Inc:pection Recording 'System bas been given whose 
implementation is in progress. This aims to give a complete documen-
tation of eac:h equtpment of each Unit listing down details of repairs. 
etc. which are highly useful in forecasting performance and is a great ;:~id 
in preventive maintenance. Advice has also been given for updating the 
existing Inspcctic'O lib);ary with additional technical standards and Usera-
ture. Steps hal'(' also been take. for supplementing the cxiltiag tocIl, 
and instruments with some more modern ones in order to strengthen 
onstream inspc«.;ti(ln activity which has a great bearing on service factor 
of the Refinery. 
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II2 

In Distillation Units AVU-I, AVU-II and AU-III, problems being 
similar, stress has been laid on avoidance of flame impingement on heater 
tubes so that there are no unscheduled shutdowns. To save tubes and 
heatenl, provision of stainless steel sleeves in some top radiation tubes 
along with stripJining of existing carbon steet return bend heaters with 
stainless steel have be.!n suggested for corrosion protection. For improving 
the life of the transfer lines, suggestions have been made for modifications 
in configuration and removal of . obstructions like gate valves at heater 
outlets for increasing transfer line life. Further measures like striptining 
of expanderslbends with stainless steel have been advised for corrosion/ 
erosion protection. 

A better neutralisation system with caustic/liquid ammonla injection 
has been given for corrosion control in the overhead system. 

In coking unit, stress has been laid on maintaining a proper control 
on flame impingement. During various scheduled shutdowns for decoking, 
a close inspection of heater tubes and fittings including convection bank 
tubes has been advised. Problems of kerosene Treating Unit are mostly 
due to presence of chlorides from water in CI-8-Reboiler S-27 system and 
it has been suggested to minimise the chloride content in this circuit for 
protection against corrosion. AU Ranged joints in S-2 service equipments 
in this Unit have been advised to be completely insulated to stop leaks 
so that corrosion on this account could be minimised whereas for S-20 
condensers, new procedure for retubing has been given and use of galva-
nised steel tubes has been recommended. Antialigie paint for minimising 
fouling of tubesheets on S-20 condensers has been advised. 

In Phenol Extraction Unit, corrosion/erosion has been found mainly 
at inlet ends of heater tubes where installation of stainless steel slt!eves 
has been advised along with stripJining of carbon steel return bends with 
stainless steel. With this protection from corrosion/erosion. the heater 
and the Unit are expected to have better run. The on stream factor will 
be further increased by resizing of transfer line from Heater P-2 to column 
K-5 for protection against corrosion/erosion. 

In Coke Calcination Plant, the life of the refractory in the kiln and 
burner has been increased by advising on material, application technique 
and design modifications. 

Measures have been suggested for prevention of dew point corrosion 
in boilers due to possible changeover to high sulphur fuel oil. 



APPENDIX II .. , ....... 
(Vide Pal a 5 of Introduction) 

AnalYS1!l of Action Taken by Government on the recommendations 
contained in the 52nd Report of the Committee on Public Undertakings 
(Fifth Lok Sabha). 

I Recommendations that have been ac<:epted by Government: Serial 
NOI. 6, 8, 9, 10, 12, 27,28,29,30, 32, 33, 34, 3S, 36, 3'7, 38, 40, 
41, 42, 43, 44, 4S and 48 23 

Percentage to total 48% 

II. Recommendations that the Committee do not desire to pursue in view 
of Government replies :-

(Serial Nos. 3,7, II, 13, 14, 16, 19,21, 2S, 26, 31 and 47) 12 

Percentage to total 2S% 

III. Recommendations in respect of which replies of Government have Dot 
been tccepted by the Committee:-

(Serial Nos. 1,2,4,20,22,23, 39 and 46) 8 

Percentage to total 17% 

IV. Recommendations in respe~t of which final replies of concerned are 
still awaited -

(Serial Nos. S, IS, 17, 18 and 24) S 

Percentage to totll1 10% 
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