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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to submit the Report on their :behalf, 
present the Seventy-third Report on Action Taken by Government 
on the recommendations contained in the Forty-ninth Report of the 
Committee on Public Undertakings (Fifth Lok Sabha) on Indian Oil 
Corporation Limited (Marketing Division). 

2. The Forty-ninth Report of the Committee on Public Under-
takings was presented to Lok Sabha on the 24th April, 1974.· Thlf 
replies of the Government to all the 96 recommendations contairie\i 
in the Report were received in batches and the last batch was receiv-
ed on the 1st March, 1975. 

3. The replies of the Government were considered by the Action 
Taken Sub-Committee of the Committee on Public Undertakings at 
their sitting held on the 16th July, 1975 and the Chairman was 
authorised to finalise the draft Report on the basis of the decisions 
of the Sub-Committee. The Report was finally adopted by the Q>m-
mittee on Public Undertakings on 2nd August, 1975. 

4. The Report has been divided into the following five Chapters:-

(i) Report. 

(ii) Recommendations that have been accepted by Govern-
ment. 

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

(IV) Recommendations in respect of which replies of GoverA-
ment have not been accepted by the Committee. 

(v) Recommendations in respect of which replies of Govern-
ment are awaited. 

5. An analysis of the Action Taken by Government on tae recom-
mendations contained in the Report of the Committee is given i'Il 
Appendix XII. It would be observed therefrom that out of the 
total number of recommendations made in the Report, 38 per cent 

(vii) 



{vwj 

have been accepted by the Government. The Committee do not 
desire to pursue 28 per cent of the recommendations in view of the 
Government's replies. Replies of Government in respect of 32 per-
cent of the recommendations have not been accepted by the Commit-
tee" and final replies of Government to 2 per cent of the recommenda-
tions are outstanding. 

NEw DELm; 
Dated the 3rd August, 1975. 

81'41.)4114 1~, 1897 (8). 

NA WAL KISHORE SHARMA, 
Chairman, 

Committee on PubLic Undertakings. 



CHAPTER I 

REPORT , 
A. Retail outlets for the sale of Mowl' Spirit 

Recommendation 81. No. 2 (Paragraph No. 2%7 to 230, 231) 

The Committee noted that the main difficulty in settin'g up retail 
outlets and in improving its overall participation .in retail sale was 
non-availability of suitable sites in strategic areas in major towns 
where there was high consumption of motor spirit. In this connec-
tion, the Committee found that in respect of retail outlets of private 
oil companies on PublL bnd in the four metropolitan cities and 26 
other selected towns, the RClail Outlets Committee had recommended 
the transfer of the rc~;:il oullets to the IOC on the expiry of the 
existing leases. Out of 62 retail outlets on such land which were 
offered by other oil companie., in pursuance of this recommendation 
of the Retail Outlets Committee, the IOC had taken over only 33 
outlets upto 1973. Thr. Committee were informed that out of the 
remaining 29 outlets the roc was not interested in taking over 17 
of them. The Commi-~tee recommended that the detailed reasons 
as to why the IOC was not interested in taking over these 17 omletl 
should be gone into by the Ministry and a report submitted to them. 

2. The Committee were also informed that there were 19 retail 
outlets of the private oil companies on land belonging to public 
sector undertakings. The main reason for these not being trms-
ferred to IOC was sta-ed to be that the Central/State Public Uader-
takings were bound by their pripr commitments to private oil com-
panier. As it has now been decided in the out-of-court settlemeBt 
that the land belongil 19 ~ public sector undertakings would be 
treated as private and not public land, it was upto the public under-
takings as land owning authorities to offer sites to IOC after expiry 
of the present leases. The Committee are surprised at this compla-
cent attitude of the 11:inistry and urge that Government should 
immediately undertak~ a review of each of the 19 retail outlets with 
a view to finding out suitable ways and means of assisting the IOC 
to set up retail outlets there at the earliest. The Committee would 
like to be informed of the concrete progress made in this behalf 
within six months. Government should also ensure that all new 
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retail outlets on lands belonging to public undertakings are offered 
first to the IOC which has an all India network and should be able 
to meet in full the requirements of public sector. 

3. In the reply, Government stated that the detailed reasons for 
IOC's not taking over 17 of the retail outlets offered to it by the 
Private Oil Companies had been gone into. In nine out of the above 
17 outlets, IOC's action in not taking them over was considered 
justified. The main reasons for not taking over these outlets 
were:-

(a) IOC's inability to take over the sites because of the exis-
tence of its own retail outlets on public land within 100 
metre as per para 8.9 (e) of the Retail Outlets Committee's 
Report. 

(b) Objections from local authorities for' continuance of the 
retail outlets as a result of which they had to be decom-
missioned later. 

(c) Ownership of the land being disputed. 

(d) Low sales. 

Regarding the remaining 8 retail outlets further detaileci investi-
gations were being carried out to ascertain the reasons and the 
Committee would be apprised in this regard in due course. 

The Government added that as per the Consent Order, dated 
26.10.72 of the Bombay High Court, the Central Government could 
not issue any instructions, directions or requests to any public land 
owing authority to favour any oil company at the cost of any other 
oil company or companies in the matter of renewal of leases/licenses, 
or to deny any oil company the grant or renewal of leases/licenses 
up to 31-12-1975. 

However, in view of the fact that the land belonging to public 
sector undertakings was to be treated as private land and not public 
land, Law Ministry had been requested to examine whether issuing 
any instructions, directions or requests by the Central Government 
to such public sector undertakings for giving land to IOC on priority 
over the other oil companies, would be in conformity with the pro-
visions of the Consent Order. 



3 

Further action weuld be taken on receipt of the advice of Law 
Mjnistry and the Committee would be informed of the action in due 
course. 

4. In their further reply (24-7-1975), the Government stated as 
follows:-

"(i) Regarding the remammg 8 retail outlets records pertain-
ing to one retail outlet have been received in the Ministry 
and are under examination. In the case of other seven 
retail outlets IOC is collecting the relevant documents 
from its Regional Office and the District Office and would 
be submitting those for examination by the end of July, 
1975. The investigations in the matter are likely to be 
completed by the end of August, 1975. 

(ii) The advice sought from the Ministry of Law regarding 
issuing instructions, directions or requests by Central Gov-
ernment to Public Sector Undertakings for giving land 
to IOC on priority over other oil companies has still not 
been received. Branch Secretariat of Ministry of Law 
at Bombay has been reminded to send their advice im-
mediately." 

5. The Committee note that 1.0.C. was not interested in taking 
over 17 retail outlets which were offered by other oil companies in 
pursuance of the recommendations of the Retail Outlets Committee. 
They further note that the reasons for the J.O.C. not taking -over 9 
out of these 17 outlets have been examined by the Ministry in pur-
suance of the Committee's recommendation and found to be justified. 
Records relating to one outlet are stated to be under examination by 
the Ministry and the records relating to remaining seven outlets are 
sHII being collected by the JOC and are expected to be su,bmitted to 
the Ministry by the end of July, 1975. The Committee regret to 
note that JOC has taken such a long time in collecting the relevant 
documents from the 'Regional Office and Distt. Office in respect of 
the 7 retaU outlets and submittin&' them for examination by the 
Ministry as recommended by the Committee. They would like the 
Corporation to submit the relevant documents to the Ministry witb-
outany further delay and they would like the Ministry to go into 
the reasons for the J.O.C. not taking over the remaining 8 retail out-
lets and make a report to the Committee expeditiously. 

The Committee are informed that the advice sought from the 
Ministry of Law regarding issuin, of instructions etc. by the Central 
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Government to public sector undertakings for giving land to JOC dd 
priority over other OJ] Companies has still not been received. The)' 
would like the Corporation/Ministry of Petrolewn & Chemicals to 
pursue the matter with the Ministry of Law and finalise action on 
tbis recommendation as early as possible. 

B. Produd Exchange Agreements 

Recommendation SI. No.5 (Paragra,phs 3.21, 3.22, 3.25 and 3.26) 

6. The Committee expressed their unhappiness that even after 
the experience of the working of product exchange arrangements 
for several years the Corporation did not make serious efforts to se~ 
cure better terms to the best advantages of the Corporation and 
the country. They strongly urged that negotiations with the oil 
companies should be completed without any further delay and the 
revised product exchange agreement finalised in right earnest keep-
ing the interest of the IOC in view. They desired to be informed of 
the precise progress made in finalising and signing the revised agree-
ments within six months of presentation of the Report. 

7. The Government stated in the reply (4-1-75) that the revised 
ProduQt Exchange Manual had been drafted and approved by a 
Committee and sent to solicitors. The Report would shortly be sent 
to other oil companies for negotiation and acceptance The Commi~ 
tee were also aware of the take over of ESSO and the function of 
Hindustan Petroleum Corporation and the negotiations were cur-
rently in progress for equity participation with Burma-Shell and 
Caltex. Once this was achieved the position would change com-
pletely and it would be possible to work out an equitable arrange-
ment for product exchange between the various pu\llic sector under-
takings. 

8. The Committee regret to note tbat although they had strongly 
recommended that negotiations with oil companies should be com-
pleted without any furtber delay and revised product exchange 
agreement finalised in right earnest keeping the interest of the JOC 
in view, their direction to be apprised of the progress made in this 
regard within six months of the presentation of the report was not 
treated with due seriousness and the compliance therewith was de-
layed for over two months. They would like the Government to 
issue necessary instructions to all concerned in this regard In order 
to ensure that·, target dates laid down by the Committee in such 
matter. are adhered to and recurrence of such a lapse is avoided in 
fu&aJ' .. 



\ .,~ ... 
'l'heCommittee would also like the revision of the product ex-

cbange agreement to be expedited and Parliament informed about It. 

C. Beimbursemeat from Frei,ht Surcharge Pool 

Recommendation SI. No. 10 (Paragraph 4.38) 

9. The Committee noted that Government informed the oil com-
panies as early as May, 1971 that pending further consideration of 

, the manner of treating the cost of movement of products through the 
product pipelines for the purpose of reimbursement from the Freight 
Surcharge PooI,products actually moved through product pipelines 
would be treated to have been moved by shortest rail route and 
adjustments, if any, would be made later. The Committee regretted 
that so far no final decision had been taken in the matter and Gov-
ernment had then decided to remit the problem to the next Pricing 
Committee. The Committee recommended that the matter be set-
tled at an early date. 

10. In reply, the Government stated that the matter was under 
their consideration and a final decision would be taken soon. 

11. The Committee would like that Government should expedite 
the settlement of the matter. 

D. C&F' Adjustment Accounts 

Recemmendation st No. 16 (Paragraph 5.31) 

12. The Committee found that the main object of creating the 
C&F adjustment Account was to provide for the effect of fiuctuations 
in the freight or wharfage with reference to the rates ruling on cer-
tain dates. They, however, regretted t'J note that the funds collect-
ed for this 'Account' through the levy of surcharge on petroleum 
products had been utilised for some purposes which could not be 
said to be strictly falling within the scope of the Account. Thus, a 
sum of Rs. 4.23 crores was paid to Madras Refineries Limited out of 
this Account because of higher freight paid by the Refinery on the 
import of crude due to the dehy in the development of MadI'as 
Port facilities for which Committee saw no justification. The Com-
mittee desired that detailed rules should be drawn up without fur-
ther delay specifying the nature of the items which wouIn qualify 
for adjustment out of the C&F Adjustment Account and a copy 
thereof laid on the table of thp Houses of Parliament. 

13. The Government stated in their reply that detailed guidelines 
had already been framed by Goverpm,ent in c(msul~tion with the 
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Ministry of Finance on various items eligible for re-imbursementl 
adjustment in the Account. The crude oil supply, price and trans-
portation situation had been extremely dynamic and fluid during 
the last two years and changes in the guidelines for re-imbursementj 
adjustment or mopping up into the account were being made when 
considered necessary by the Government. As and when new situa-
tions developed further amendments in the guidelines might also be 
necessary. The entire system of pricing of petroleum products was 
informal and not statutory. The entire question of pricing had been 
referred to the Experts Committee (OPC) set up by the Government 
in March, 1974. The Committee had been asked to examine the scope 
and content of C&F, FSP and other Pool Accounts and give its re-
commendations in regard to the maintenance and operation of these 
Accounts. On receipt of OPC's recommendations, Government 
would be in a position to take a view on the specific recommendations 
of the Committee On Public Undertakings. 

E. Inter-ministerial Committee on the levy of surcharges on 
Petroleum Products 

Recommendation SI. No. 18 (Paragraphs 5.47 and 5.48) 

14. The Committee found that Government had levied various 
surcharges on petroleum products to compensate the oil companies 
for specific under recoveries. However, the amount collected under 
the various schemes formed part of neither the Consolidated Fund 
of India nor the Public Account. Except in the case of Freight 
Surcharge Pool, the amounts collected by the levy of these surchar-
ges formed part of the o,verall funds of the oil companies. There 
was also hardly any effective control exercised by Government on 
the utilisation of funds in the various pool accounts. It was only 
in September, 1973, i.e. after the Committee had taken up the exa-
mination of LO.C. that the Ministry appointed an inter-ministerial 
Committee to examine inter-alia the legal position of these large 
funds. to frame guidelines for the maintenance of the accounts to 
recommend the methodslmechanism of control to be exercised' by 
Government and to consider the feasibility of bringing all these 
accounts under the Consolidated Fund Qf India. The Committee de-
sired that Government should examine whether there was need for 
the levy of the various surcharges on petroleum product to compen-
sate the oil companies for specific under-recoveries and to maintain 
the vario,us pool accounts I surcharge schemes, in case these were 
considered inevitable, and to take suitable mea!'lUre!'l for an effective 
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control over the funds collected under the v~t'ious schemes and for 
the maintenance of proper accounts and 3udit thereof in consulta-
tion with the C&AG in the light of the recommendations of the Inter. 
ministerial Committee and the Oil Pricing Committee. 

15. The Government stated in the reply that suitable action would 
be taken as soon as the recommendations of the Inter-Ministerial 
Committee and the New Oil Pricing Committee were received. 

F. Block Control Accounts 

Recommendation SI. No. 19 (Paragraph 5.60) 

16. The Committee found that as in the case of Pool Acoounts/ 
Surcharge Schemes, there was hardly any effective control over 
the block-control accounts by Government. Till recently there were 
no guidelines fo,r determining cost of production to ensure that it 
was not overstated by the oil companies, and if oil companies offered 
rebates to customers these would be reimbursed from profits. 
There was also no detailed auditing of these accounts by auditors 
appmnted by the Government to verify the correctness or other-
wise of the over-recoveries shown by the oil companies. 

The Committee recommended that suitable measures be introduc-
ed to place the maintenance of these acco.unts on sound footing and 
to have an effective control over them. 

17. The Government stated that the block control system and 
the C&F Adjustment account had been continuing for a long time. 
Any revision of the present system would require very careful and 
detailed consideratiOill. This matter had, therefore, been included 
in the terms of reference of the new Oil Pricing Committee. Pend· 
ing receipt of the recommendations of the new Oil Pricing Commit-
tee, the existing system was being continued. 

18. The Committee find that the Oil Pricing Committee which was 
set up by Government in March, 1974 to examine the scope and con· 
t('nts of C&F, FSP and other Accounts 'and to give its recommenda-
tions fot' maintenance and operation of these accounts, has not given 
its Report to the Government so far. The Committee while reiterat· 
ing their earlier recommendations would like to stress that matter 
should be expedited and the CommitteefParliament informed of 
the results. 
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G. Credit Polky 

Beeommendation SI. No. 22 (Para&l-aphs 6.30 & 6.31) 

19. The CDmmittee noted ff'hm the instances mentioned in Appen-
dix VI Df their 49th RePW't, that in some of thl: cases the responsi-
bility for lapses had nDt been fixed. Even in cases where the res-
pDnsibility was stated tOo have been fixed the specific action taken 
against the delinquent officials had not been ir.timated to the CDm-
mittee. The Committee d.e~ired to' be in formed of action taken 
against the delinquent officials in all thos ~ C.1:;es. The Committee 
alsO! desired that those cases should be vi 1orously pursued with a 
view to realising the outstandings from the parties, and they be in-
tDrmed Df the outcome in each case. 

20. According to the reply of the Govcrmlent. the latest position 
in. regard to the outstam'lings from the iX part ics mentioned in 
Appendix VI Df the repo;rt is as fo11ows:---

t· 

1. Agra,wal Oil Co. Delhi.-Rs. 1.3R,r3f) is outstanding. 

IOC has obbined a decree from the High Court in fav-
our of the Corporation. However, the amount could not be 
realised from the dealer becaust' prrperties belonging to 
judgement debtors, viz. the partners of the firm, couIn not 
be traced for the purpose of attachment and realisation. 
Decree is, therefore, still pending for execution. 

2. Coloured Glass Compan~/.-Hs. 56.687 is outstanding. 

The original outstanding amount has been reduced as 
some payment'll have been r'eceived subsequently, Court 
proceedings are in progress for recovering the balance of 
the amount. 

3. Dholpur Glass Works.-Hs. 41,393 is outstanding. 

ApplicatiDn f(;r winding up of the firm W'QS field in the 
Hi'gh Court and the Officials 'Liquidator has been appoin-
ted. This case is pending before him. 

"4. Sukh Sagar Shippinq Co.-Rs. 43,061 js outst.anding. 

In order to reCover the' dues, anaffids.vit of proof of 
debt was filed before the LiqUidator. IOC is followin~ up 
the issue with their solicitors, 



, 
.. _---..---_ ....... . ..... . ..... 

5. POL Products Consumers Co-operative Society Ltd .. -
Rs. 1,10,029 is outstanding. 

The suit filed for recovery of the outstanding has been 
decreed in favour of IOC, in the court of Nowgong for 
recovering the money. 

,. 1>. Corporate Traders.-Rs. 1,86,481 is outstanding. 

A suit has been filed in Jorhat Court for recovering the 
outstandings and it is at hearing stage. 

All the six cases were investigated thoroughly and in regard to 
the following three cases individual responsibility was fixed. Action 
taken against the individuals concerned is as follows:-

1. Agarwal Oil Co. ~lhi.-After the' investigation into the 
case, resPQllsibility was fixed on two members of the 
Accounts staff attached to the Shakurbasti Installation. 
Both of these were Assistant Cashiers. Both were demot-
ed as Clerks as a ~~asure of disciplinary action. 

'2. Mis. Corpo'rate Traders, Jorhat.-The responsibility for this 
case was fixed on the District Manager, Durgapur. The 
following disciplinary action was taken against him: 

(i) He was severely warned in writing. 

(if) Three increments were witheld with cumUlative effect 

(iii) He was re-designated as Assistant District Manager. 

3. Sukh Sagar Shipping Co.-Responsibility was fixed and con-
cerned officers was warned severely. 

In regard to the other three cases, namely, that o;f Dholpur 
Glass Works, Dholpur, POL products Consumer Co-opera-
tive Society Ltd., Nawgong and Coloured Glass Company, 
Bombay, responsibility on any ~ndividual could not be 
'fixed. In all these cases, Indian Oil obtained the business 
in a highly competitive situation and credit on a very 
selective basis had to be given which in many cases in-
volved a calculated risk. In view I)f the fact that the IOC . 
had obtained assurances of creditworthiness of the par-
ties concerned anti had assumed that the parties 
had only temporary financial difficulties which. they 

were expected to get over soon calculated risks were taken 
in order to retain business because the other oil compa-

1196 LS-2. 
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Dies were ofren prepared to give such cI'edi t to customers: 
and very often were tempting away o,ur customers. In-
vestigations carried out proved that t.he non-adherence to· 
the credit policy laid down was not due to the action of 
any particular individual or individuals. 

21. From the reply it is clear tbat the full realisation of the out-· 
standings from tbe aforesaid six parties has not been made so far. 
The Government bave also confirmed on 28-2-1975 tbat there has. 
been no furtber collection of outstandings since then. 

The ConunIttee would like to reiterate that tlIe cases for realisa~ 
tion of the outstandings from the concerned parties should be 
vigorously pursued in the courts and Parliament informed of tbe' 
outcome of each case. 

H. Bad debt-written oft for want of documentary proof 

Recommendation Sl. No. Z3 (Paracraph 6.38) 
, 

22. The Committee regretted that the IOC had written off a sum 
of Rs. 44.62 lakhs as bad-debts during 1969-70 to 1972-73 and this 
included a sum of Rs. 13.70 lakhs pertaining to cases where the 
Corporailon was unable to establish its debts for want of documen-
tary proof. The Committee also found that in some cases put up by 
the Management to the Board for writing off certain debts, the in-
ternal audit had either been able to locate the proof of supply or 
had established that the debt was recoverable. The Committee 
could not help concluding that the Management did not make a 
thorough check to locate the proof of supply and/or to try all possi-
ble ways to recover the debts before putting proposals to the Board 
for write off of these debts. The Committee desired that all the 
cass oJ had debts written off for want of documentary proof should 
be thoroughly investigated and responsibility fixed for such loss of 
documents. 

23. The G6vernment stated in reply that the Management of IOC 
had itself viewed with great concern the proposals for write off for 
want of documentary proof. As such, the procedure for write-off of 
bad debts cases was reviewed and it was decided that all write-off 
proposals in excess of Rs. 10,0001- should be pre-audited by Internal 
Audit who would look into the facts of each case and endorse the 
write-off proposals with their observations. The Government added 
that most of the write-off propos alB for want of documentary proof' 
related to the period between 1962 and 1970 and in view of the time' 
la~ between the date .. of the transaction &lnQ. i1:lf wri~e"'off, it wottlcL 
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be practically very difficult to establish the point of time at which 
the documents were lost. This information, it would be appreciated. 
is essential for fixing responsibility for the losses. However, all 
such cases of write-off for want of documentary proof were being 
looked into once again and based on the findings, responsibility 
would be fixed in all such cases where it was found practicable. 

21. As regards fixing re3p::msibility for the loss of documents, it 
had been stated that in view of the voluminous nature of the task 
involved, the work of examining all the relevant records in the-
Branch and locations would take considerable tjme. Responsibility 
would be fixed where found practicable lnd the Committee would: 
be informed in due course of the action taken. 

24. The Committee are surprised that a huge amount of over 
Ks. 13 lakhs was written off as a bad debt on the inexcusable ground 
of want of documentary proof. The Committee are surprised that 
tbe documents relating to the transaction mvolving such a large sum' 
of money could be missing. The Committee need haTtlty stress that 
it is essential to trace out the exact causes of loss of documents. The-
Committee would like the Government to inform the Parliament as' 
to the steps taken by them in tbis regard and tiso to ftx, fespollsibiIity-
for the loss of documents and the names of the oflieers mvolved. 

r,. Production of transformer oil-Issue of Industrial Licence 

Rec:ommendation SI. No. 26 (Paragrapll 7.42) 

25. The Committee noted that although the IOC had raw oil 
for the production of transformer oil and the Ministry enquired in' 
April. 1963 whether they would like to take up the project, the IOC 
did not do so. Instead it issue:! 'no objection' to Government in 
November, 1965 on the proposal of a private firm which was willing' 
to give lOC the first chOjice of refusal of their entire production at 
prices which would compare favourably with import parity and 
also the export rights, if necessary. The Committee, regretted to 
note that the IOC did not enter into any written agreement with the 
firm in this regard before issuing 'no objection' certificate on the' 
proposal of the firm. The Committee also found that Industria] 
Licence was issued on 21st December, 1966 by the Ministry to the 
firm without settling the question of marketing rights and the prices 
payable for the products and without incorporating any of these 
conditions in the licence. 

26. The Committee were informed that no responsibility for this 
lapse in the issue of licence was fixed by tbe Ministry as according 
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to them the officers who enquired into this matter came to the 
conclusion that it was only a case of inadvertance and no malafide 
was involved. The Committee were nOit convinced and recommend-
ed that the matter should be re-examined and responsibility for 
lapses fixed. 

27. In the reply the Government stated that the matter was being 
re-examined and the Committee would be informed of the outcome 
of the re-examination in due course. 

The Committee are n'ot happy at the delay in re-examining the 
matter. They would like the Government to conclude the re-exami-
nation of the case expeditously and fix responsibility for the lapse 
and inform the Parliament/Committee about it. 

J. Production of Transformer Oil 

Recommendation SI. No. 26 (Paragraph 7.4~) 

28. The Committee noted that, subsequently, as a result of nego-
tiations between the Ministry and the firm it was decided in July. 
1971 that IOC would market 50 per cent of the total production of 
the firm and accordingly the firm agreed to supply 50 per cent of 
their production 6f transformer oil at the ex-factory price of Rs. 2,250 
per KL packed in drums. (Rs. 1850 per KL in bulk). The Com-
mittee expressed regret to note that IOC accepted to lift the stocks 
at this price without the approval of the Boa,rd and without assess-
ing the reasonableness of the price by analysis of the costing data 
furnished by the firm. The Committee were informed that this price 
was accepted on a temporary basis subject to its being fixed by 
Government. The Committee were concerned to find that the IOC 
even at this stage did not have any written agreement with the firm 
ann it failed to commit the firm to accept the price fixed by Govern-
ment with retrospective effect. As pointed out during the evidence, 
according to the Cost Accounts Officer of the Ministry of Finance, 
the bulk ex-refinery price in December, 1972 in respect of this firm 
should be only Rs. 1528 per kilo litre as against a rate of Rs. 1850 
charged from IOC. Although the firm waS agreeable to abide by 
the price fixed by the Ministry from the date a decision was taken 
in this regard, the Committee regretted to note that even after it 
became clear in December, 1972 that the price charged by this firm 
was higher, the Ministry were not able to fix a reasonable price for 
the transformer oil. The Committee therefore, recommended that 
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Government should conduct a thorough investigation into the matter 
so as to pinpoint the lapses at the various stages and also fix res-
ponsibility for the loss suffered by IOC. 

29. In the reply, it was stated that Government had instituted 
an €:1quiry into the matter so as to pinpoint the lapses at the var-
ious stages and also fix responsibility. The result of the enquiry 
would be communicated to the Committee shortly. 

30. In the further reply (24-7-1975), Government stated that the-
enquiry had been completed and the report was under consideration. 

31. The Committee would like to reiterate that the responsibility 
for the lapses may be fixed expeditiously and Parliament informed 
of the outcome of the result of Inquiry. 

K. Adulteration of Edible Oil with Petroleum Products 

Recommendation SI. No. 26 (Paragraph 7.4.5) 

32. The Committee were informed during evidence that trans-
former oil manufacturing facility was being abused on a large scale 
for adulteration of edible oil and Government have appointed 
Enquiry Committee to go into this problem. The Committee werp 
given to understand that the final decision regarding the canalisation 
of the sale of transformer oil and the selling price for it would be 
taken on the basis of findings of this Enquiry Committee ann the' 
results of the inquiry being conducted by the Ministry of Industrial 
Development in regard to the price. The Committee desired to be 
informed urgently of the decision taken in this regard. 

33. In the reply the Government stated that a Group of Experts 
was set up by Government to go into the problem of adulteration 
of edible oils with secondary grade lubricants, transformer oil, white 
oil and other petroleum products and to suggest suitable comprehen--
sive measures for preventing adulteration. The Report of the Com-
mittee had been received and was under consideration of the Govern-
ment. In the meanwhile, during January/March 1974 the prices of 
se~ondary grade lubricants and of transfor'mer oil base stock were 
steeply increased, thereby narrowing the gap between the price of 
these oils and edible oils. The price increase had minimised the in-
centive for adulteration of edible oils with secondary': grade lubri-
cants and transformer oil. The determination of ceiling-selling prices 
of various lubricants and specialities incJuding transformer oil was 
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one of the terms of reference of the Oil Prices Committee, which 
had been £onstituted by GQvernment in March, 1974. Based on the 
recommendations of the O.P.C. action would be taken by Govern-
ment regarding fixing of ceiling selling price of transformer oil. 

34. The Committee find that as a result of the steps taken by 
Government the danger of adulteration of edible oils with lubricants 
etc., has only been "minimised" and not eliminated. The Commit-
tee also note that the Expert Committee set up by the Government 
10 go into the problem of adulteration have submitted their report 
which· is under the consideration of the Goverwneat. The Commit-
tee strongly urge that the Government should expedite a decision 
.on the Report submitted by the Expert Committee. They feel that 
the Government should not rest content at merely "minimising" 
the danger of adulteration of edible oil with lubricants and other 
petroleum products but should take all possible steps to eliminate 
this danger completely and apprise them of the action taken in the 
matter. 

L. Impert of Crude on 

Recommendation Sl. No. 29 (Paragraphs 8.23 & 8.24) 

35. The Committee noted that the Ministry of Petroleum and 
Chemicals informed the Corporation on 12th February, 1972 about 
their commitment to procure and supply 5 lakh tonnes of crude to 
Chitagong Refinery nuring the period March to August, 1972 and 
asked IOC to float enquiries and finalise arrangements for import of 
crude. On 10th March, 1972 the contract for supply of crude havini 
been finalised, the Marketing Division was asked to arrange for the 
affreightment. The Corporation floated an enquiry on 14th March, 
1972 calling for quotations to be kept open upto 18.00 hrs. 1ST on 
1~3-1972, giving inter alia, in the quotation, a firm indication about 
the freight rate at $5.50 per long ton. The Committee also note that 
while two offers were, received, one at 10.45 hI'S. on 15th March, 1972 
with the rate of $5.50 per long ton and another at 13.30 hrs. On 
15th March, 1972 with the rate of 6;65 dollars per tonne, a third party 
first telexed at 16.10 hrs. on 15th March, 1972 asking for extension 
but later sent an offer on the same day at 16.40 hrs. quoting a rate 
of 5.45 dollars per long ton (subsequently revised to 5.40 dollars 
per long ton at 20.45 hrs. on the same day). In the mean time, the 
offer of the first party at 5.50 dollars per long ton was accepted by 
the Company and the letter of acceptance by the Corporation was 
personally delivered to the party's representative in IOC~s office at 
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16.30 hours. TheComIIiittee were informed during evidence that the 
'whole matter had been handed over to the CBI on the 11th June, 
1973 for investigation. The Committee desired that the investigation 
'by the CBI should be completed soon and Government should on 
-receipt of the report of the CEI examine all aspects of the case 
'thoroughly with a view to fixing responsibility for any lapses and 
to t~e suitable remedial steps to avoid recurrence of the same. The 
Committee may also be informed of the action finally taken in the 
matter. 

36. The Government stated in reply· that the Report of the 
CentI:al Bureau of Investigation had been received and further action 
was being ta·ken in consultation with the C. V . C . They added that 
no malafide action or loss to the IOC or to any other public autho-
rity from this contract had been found by the Central Bureau of 
Investigation and that the Committee would be informed of the 
action taken in due course. Again on 28-2-1975, the Government in-
formed that the report was still under consideration. 

37. The Committee would like the Government to expedite the 
examination of CDI Report and inform them about the action taken 
in the matter. They would also like the Government/Corporation 
to plug the loopholes in the procedure, regardil1&' callinr of tenders 
to avoid the recurrence of such happenings in future. 

M. Import of Engine Oil 

Recommendation SI. No. 30 (Paragraph 8.29) 

38. The Committee found that Government allowed IOC to import 
engine oil from Rumania during 1967-68 to 1970-71 and the private 
oil companies were also to be given a share from these imports. Out 
of the total imports of Rs. 7.M crores of engine oil from 1967-68 to 
1970-71, engine oil worth Rs. 3.13 crores was given to ESSe on loan 
. basis. In repayment of this, ESSO handed over three import licen-
ces for a total C.I.F. value of about Rs. 2.3 crot'es which were utilised 
by IOC for importing engine oils. In regard to the balance, due to 
restrictions on imports, ESSe had proposed to repay the products out 
of their entitlement of Lube India products subject 'to the condition 

·Notvettect in Au-iit. 
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of their purchasing an equivalent quantity from roc: at, the previous •. 
ly prevailing prices. This propJsal was not, however, agreed to by 
IOC. The Committee felt that the products which were taken by 
ESSO on loan basis should have been returned by it in time on. 
'tonne for tonne' basis to the IOC. In the opinion of the Committee, 
the suggestion of the ESSO to repay the product after purchasing. 
an eqUivalent quantity from the IOC at the previously prevailing, 
price would give ESSO, an unintenrled benefit in the context of the 
increase in price of the Engine Oil. The Committee recommend 
that the price payable for the product to be ta'ken by ESSO from the 
IOC should be carefully decided after taking into consideration the 
prevailing market conditions when such sales are actually effected .. 

39. According to the Government r2ply the Corporation had since. 
obtained legal opinion from its solicitors. Based on the legal opinion, 
the Board of Directors of IOC considered this matter further in 
a meeting held on 28th October, 1974. The Board authorised the 
M.D. of Marketing Division to discuss the caSe further with HPC on 
the guidelines given by the Board. 

40. In the further reply (24-7-1975), the Government have stated 
that prolonged negotiations were held with HiIidustan Petroleum 
Corporation and very recently an agreement has been reached as to 
how the accounting problems could be settled. To finalise this mat-
ter, however, the data pertaining to the accounts of these transactions 
has been called for from the Indian Oil Corporation's rElgional offices. 
It is expected that this case will be disposed of finally by the end of 
August, 1975. 

41. The Committee note that based on legal opinion the Board of 
Directors of IOC had considered the question of the price payable 
by ES80 fDr the engine Dil taken by them Dn loan basis from IOC 
and the Board had authDrised the Managing Director Df the Market-
ing Divis!on toO discuss the case further with Hilldustan PetrDleum 
CDrpDration (HPC) .on the guidelines given by the Board. They 
have been informed tbat prDlonged negDtiatiDns were held with HPC 
and the matter is expected toO be finalised by the end of August, 1975. 
The Committee hDpe that the settlement Df this IDng Dutstanding 
matter will nDt be delayed any further. 

N. Exchange Df pre-dated letters 

RecDmmendation 81. No. 31 (Paragraph 8.43) 

42. The Committee found that out of the total import of engine 
oil worth Rs. 7.66 crores by IOC during 1967-68 to 1970-71. engine oil 
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worth Rs. 4.53 crores was supplied to oil companies other than ESSO .• 
on outright Sale bas~s and billed for as such after including Sales. 
Tax and service charges. The oil companies, however, objected to. 
charging sales tax and suggested that these should be treated' as 
'sales in course of import' and were prepared to indemnify the IOC 
in respect of costs, demands and expenses that IOC might incur in 
treating the transaction as 'sale in the course of imports' even though. 
the legal.opinion obtained by IOC was against it. While this course· 
of action was sought to be justified by the IOC on the ground that· 
it had obtained Indemnity from other oil companies in respect of,' 
sales tax, costs and expenses, the Committee were distressed to note . 
that the Corporation even after placing the order on the foreign firm 
on 28-5-71 resorted to the exchange of pre-dated letters with dates 
earlier than the date of placing orders to prove the intentions of both 
the parties to treat the transaction as 'sale in the course of imports'. 
The Secretary of the Ministry admitteci. during evidence that this. 
was a serious matter and something which a public undertaking. 
should not have done. Considering that the sales tax liability was. 
to be borne by the other oil companies the Committee failed to . 
understand as to why the IOC should have resorted at all to ex-
change pre-dated letters with other oil companies. The Committee· 
took a serious view of this action on the part of one of the premier 
public undertakings and recommended that Government should" 
immediately institute an enquiry into the matter and fix responsi-. 
bility. 

43. In reply the Government stated that they had instituted an· 
enquiry into the circumstances leading to the exchange of pre-dated' 
letters with other oil companies and fix responsibility. The result· 
of the enquiry would be communicated to the Committee shortly. 

44. The Committee woulld like the enquiry to be concluded ex-
peditiously and they may be informed of the action taken in the.· 
matter. 

O. Revalidation of Bank Guarantee 

Recommendation S1. No. 32 (Paragraphs Nos. 8.48 and 8.49) 

45. The Committee found that IOC supplied 200 tonnes of tin 
pla~s to a firm in April, 1966 for the fabrication of 1,70,000 tin&. 
against a bank guarantee which was valid up to 26th December, 1967. 
They noted that although the firm supplied only 1,05,048 tins upto. 
April, 1967, it had not returned the balance. Q1;1antity of tin plates 
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-valued at Rs. 1.34 lakhs and the Corporation failed tosafegulo\rd its 
interests by getting the bank guuantee revalidated well in time be-
fore the date of expiry of the guarantee in December, 1967. 

46. The CO.mmittee also fOJ,lndthat the Corporation took action 
to file a suit aga..inst tl;>.e fix:m {)nly j)l June, 1973, which was still pend-
ing. It had been stated that tbe Corporation decided to take legal 
action after having faUed to~~_til.e the matter amicably. The Com-
mittee were dis.tressed to note ,tbat it took the Corporation more than 
five years to take the decision. The Committee desired that the 
matter should be inv.estigaleQ. .f.nd the responsibility fixed both for 
the failure to take timely actio.n to get the bank guarantee revalidat-
ed before the date of its e~pi.ry as well as for the inordinate delay 
in filing a suit against the ~rm .and Committee informed of the final 
outcome of the case. 

47. In the reply,· th~ ,GoY.errunent stated that the matter had been 
investigated by IOC. Tl1e orlginal bank guarantee for IOC's tin-
plates lying in the firm's c:.l.1stody was furnished by M/s. New 
Digvijaysinghji for Rs. ,3.:4 lakhs and was valid only upto 26th 
December, 1967. On 19th of August, 1967 the amount of the bank 
guarantee was .reduced toRs. 1.4 lakhs as the party had supplied 
tins valued at Rs. 2.00 l!;lkhs approximately. By a letter dated 30th 
November, 1967 addressed to the Dena Bank Mis. New Digvijay-
singhji requested the~ 'bankers to revalidate the bank guarantee for 
a further period of 2 months. Dena Bank, on 16th December, 1967, 
advised that 'they were dGing the ,needful and requested IOC tG return 

· original bank guarantee in order to enable them to issue a fresh 
one for Rs. 1.4 lakhs. On 25th January, 1968, IOC confirmed that 
they were agreeable to the procedure and would forward the 

· original bank guarantee only on the bank undertaking not to part 
with the same to Mis. New Digvijaysinghji without IOC's approval. 

· The Bank gave such an underta:king on 20-1~1968 and based on this 
· the IOC fGrwarded the bank guarantee to Dena Bank by registered 
· post in February, 1968. 

MIs. New Digvijaysinghji also ~onfirrned in writing that they 
· were holding 76,316 MTS. of Belgium tinplates as on September 
'1967. This figure was subsequently corrected by them to 72.01.0 
· MTS. From the above it will be seen the Government claimed that 
necessary action to extend/revalidate the bank guarantee beyond 

*Not vetted in Audit. 



19 

:26th December, 1967 had been taken by IOC in time. However, 
the bankers and the party went back on their commitment in bad 
.faith and the Bank did not issue the guarantee as promised. 

48. The conclusion of IOC's investigation was that the case hact 
.arisen because of mala fide on the part of the firm and their bankers 
and that no employee in the roc would be held responsible for 
this. 

49. The delay in filing a suit in the court was because IOC was 
trying to obtain an out of court settlement with the company. There 
were a number of claims and counter claims between IOC and this 
firm. Efforts were made from the beginning of 1963 to sort out the 
disputes ariSing out of these claims without recourse to legal action. 
However, on finding that these efforts had not resulted in any 
satisfactory result the Management appointed a Committee on 5th 
March, 1971. This Committee submitted its report to the manage.-
ment in 1972. After fully conSidering Committee's report and 
making further efforts to settle the issues by negotiations with the 
party, the management took the decision to initiate legal action 

:against the party in June, 1973. The matter is now sub-judice. 

50. The Committee are not satisfied with the reply of Govern-
ment. The Committee fail to understan~ all to why t_ Bank 
Guarantee was handed over' to the Bank without adequate precau-
tions and why the Bank was not held responsible for backing out 
of the undertaking. The Committee fan to understand as to why 
the mala fide action on the part of the Bank ill not honouring its 
undertaking was not viewed seriously and why no action was 
initiated against the Bank. They would like the matter to be in-
vestigated, responsibility fixed and lessons learnt. 

P. Excess payment of Railway freitht 

Recommendation 81. No. 35 (Paragraph 8.63) 

51. The Committee found that IOC made payment to the Rail-
ways for railway freight on all tank wagons loaded from the 
pipeline installations at Panki (Kanpur) on the assumed carrying 
capacity of the individual tank wagons instead of the actual carry-
ing capacity which in many cases was found to be lower. Con-
sidering the fact that the payment was continued to be made for 
four years right from July, 1967, resulting in excess payment of 
Rs. 16.03 lakhs, upto December, 1970. The Committee are unable 
to agree with the view of the Corporation that the payment was 
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made due to an oversight. The Committee desired that the matter 
should be further probed into with a view to fixing responsibility 
for the negligence on the part of the officials concerned. The 
Committee wou!d also like to be informed of the refund of the 
balance claims amounting to Rs. 2.54 lakhs pertaining to the period 
from January, 1971 to July, 1971 but not realised up to March, 1973. 

52. The Government stated that the excess payment of railway 
freight took place immediately afier a retired Station Master was 
appointed as an Assistant in the Depot. 

IOC's claim for refund of freight pertaining to the period July, 
1967 to December, 1970 was turned down by Northern Railway on 
the plea that it had become time-barred. The matter was subse-
quently taken up by the Chairman of IOC with the Railway Board 
on 12-10-1972 to grant the refund, as it was a case of a genuine 
mistake which could not be disputed but was only being technically 
barred from payment by Northern Railway. The Ministry of 
Railways replied that the Railways could not verify the claim. 
The matter was again taken up by the Chairman, IOC and Secretary, 
Ministry of Petroleum and Chemicals wi th the Railway and vigo-
rous follow up was .being done for realisation of the amount. Pay-
ments against IOC's claim for the period January, 1971 to July, 
1971 were being received progressively. 

53. As the reply furnished by Government was not satisfactory, 
information was sought from the Government on the following-
points:-

(i) action taken against the official involved; 

(ii) latest position about the realisation of excess freight paid' 
from July, 1967 to July, 1971; 

(iii) reasons for delay in filing the claim and action taken 
against the delinquent officials concerned; and 

(iv) the amount received by IOC so far against its claim and 
the date by which the final payment was likely to be mad~· 
by Railways. 

54. In the reply (March, 1975) the Government stated as. 
follows:-

"(i) and (iii) :-IOC has been advised to hold an enquiry at· 
a senior level to fix responsibility for negligence on the' 
part of officials concerned, if any, for the lapse resulting 
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in over payment to the Railways and also to determine 
if there was any avoidable delay in preferring claims 
after the initial lapse was detected and if so fix responsi-
bility for the same and take suitable action . 

.(ii) On a reference from this Ministry, Railway Board has 
stated that these claims are not only time-barred under 
Section 7S(b) of the Indian Railways Act, but also barred 
for suits unrler the Law of Limitations. Even if this 
technical plea is not taken, there is a severe physical 
limitation which makes the task of reviewing these 
claims, which involves a re-check of thousands of in-
voices and their verification with reference to the forward .. 
ing notes and accountal particulars which may not be 
available in a number of cases at this late stage, very 
difficult. Northern Railway Administra1lion would 
nevertheless be making an endeavour to finalise claims 
pertaining to as many invoices as possible but the pros-
pects of settlement of many of these claims are not quite 
encouraging in view of these physical limitations, IOC 
is, however, pursuing the matter with Northern Railway 
which has been issued instructions accordingly by the 
Railway Board. Finalisation of this matter is, however, 
likely to take time. 

(iv) The total rlaim for the period January, 1971 to July, 1971 
is Rs. 3,OS,704/- of which Rs. 46,426/- has been received 
till now.""'· 

55. The Committee recommend that investigation by the Indian 
'Oil Corporation should be finalised expeditiously and responsibility 
for over payment to the Railways fixed and the Committee/Parlia-
ment infotmed about the results of investigations and also of the 
action taken by Government in the matter. 

"At the time of factual verification. t~e Ministry of Petrole1!JI1 ar..d O..c;micals 
"Stated as follows :-

II Immediately on receipt of Committee's report, I.O.C. ~s adyiscd to takC' iCt~On 
on Its various recommendaticns. In reply, ccncerrung this rec:c~mc:~..catlon 
I. O. C. intimated that individual responsibility could not be fixed In this Case 
as the person concerned. who was a deputationist from the Railways. was ~o 
lon~r in the service of I.O.C. or the Railways. However, the ComnutteC', In 
their further observation.'! again desired the resp<'nsibility to be fixed. These 
were again ~t to I.O.C. for necessary acticn ... Hcwever, since t~e. ~. O. C. 
reiterated the RaIne p('~ltion and expressed inability to fix re8pCrwblbty, the 
Govert1ment directed the I. O. C. to hold on enquiry by Senior Officers either 
to fix responsibility or t(' satisfy thmselve that epart frem t~.c retirtd cff.cial 
indiVidual responsibility does not rest en anyone else. 
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Q. Blending fee for lubricants 

Recommendation S1. No. 38 (Para&Taphs 8.90 to 8.93) 

56. The Committee noted that under the arrangements between 
the Corporation and IOBL the Corporation got the base stocks and 
additives blended in the IOBL plants in consideration of which 
the Corporation was to pay a blending fee at 5 cent for premium 
grade lubricants and 2 cents for non-premium grade lubricants, 60. 
cents and 25 cents per pound for premium and non-premium greases. 
They also noted that on account of devaluation, the blending fee~· 
were enhanced by 57.5 per cent. 

57. The Committee failed to understand as to why the Corpora-
tion should not have stipulated the blending fees in Indian currency 
in the agreement with IOBL which was an Indian Company and 
why no attempt was made in this regard either initially or even at 
the time of the revision of the fees later. The failure to fix the· 
fees in Indian currency had given an unintended benefit to IOBL. 

58. The Committee recommended that the Corporation should 
see that such commitments in foreign currencies with Indian firms 
were avoided in future. 

59. The Committee also recommended that Government should' 
issue suitable directions in the matter to all the public undertakings 
so that the commitments of this nature were settled in Indian 
rupees and not in foreign currency, particularly, when the companies 
with whom contracts were entered into were companies incorpo-
rated in India. 

60. In the reply, the Government stated that the Committee's 
recommendations had been noted for future guidance and instruc-
tions were issued to the public sector undertakings in this regard. 

61. The Committee regret to note that while they had recom-4 
mended that Government 'should issue suitable directions to aU the 
public undertakings so that commitments under the collaboration 
arrangements were settled in Indian rtIPeM and Rot in foreign 
currency particula~ly when the companies with whom contracts.: 
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were entered into were companies' incorporated in India, the 
Ministry of Petroleum and Chemicals has issued instructions, only 
to the ,Public Undertakings under its own administrative control. 

62. The Committee would like that instructions in the matter 
,~hould be issued by the Bureau of Pl.1IbJic Enterprises to all the 
Public Undertakings so that all of them are cautioned against such 
pitfalls whne entering into contl'ac:ts. 



CHAPTER U 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED 
BY GOVERNMENT 

Recommendation SI. No.3 (Paragraph 2.54) 

The Committee are also surprised to find that a study of the 
performance of the retail outlets was undertaken first in 1969-70 and 
thereafter, it is only now (October, 1973) that a second study has 
been taken up even though it was admitted by the Corporation 
that the study made in 1969-70 did not take into account certain 
items of expenditure and, therefore, the profitability indicated by 
the said study was over-stated. The Committee desire that such 
studies should be made more frequently and with greater care so 
that the reasons for poor performance of the retail outlets could be 
indentified and suitable remedial action taken in time. The Com-
mittee need hardly point out that in view of the fact that there 
were difficulties in setting up new retail outlets particularly in 
major towns, there is imperative need to improve the throughput 
of existing retail outlets so as to increase the sale of motor spirit 
and thereby the profitability of the retail outlets. 

Reply of Government 

Noted. 

Profitability studies of Retail Outlets will be conducted on a 
regular basis in future. 

[Ministry of Petroleum and Chemicals O.M. No. 1S-54012/5/ 
74-IOC, dated 14-11-1974]. 

Recommendation SI. No.3 (Paragraph 2.55) 

In this connection, the Committee would like that the Corpora-
tion should also examine the facilities offered and services render-_ 

·ed by the retail outlets of IOC in comparsion with those given by 
other oil companies with a view to removing the shortcomings, if 
-.any, in the working of the retail outlets of the Corporation. 

24 .. 
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Be,.y of Govenunent 

Noted. 

With the primary objective of improving the performance and 
.removing shortcomings, if any, of its retail outlets, IOC has set up 
.a task force at each District Office. Arrangements are made as 
-required for training of dealers and their staff, improvement of the 
appearance of retail outlets, modernisation and face-lifting, dealer 
assistance on customer solicitation, general cleanliness, etc. IOC's 
modernisation subsidy scheme, to assist the dealers financially, for 
xe-modelling and revamping of outlets, improvement of driveway, 
lighting, water facility, painting of sales rooms, providing water 
.and bottle coolers and uniforms to pump attendants, has also been 
.considerably expanded both by increasing the number of items and 
raising the monetary limits. 

Annual Dealer Conventions are conducted at the District Office 
'level which have proved a good forum for exchange of ideas. 
·Corrective action on various dealer problems highlighted at these 
'conventions are also taken. Several sales tie-up campaigns have 
been conducted at IOC's retail outlets jointly with several leading 
au.tomobile ancillary manufacturers and producer of consumer 
goods. Several leading suppliers have now agreed to supply their 
products to IOC's retail outlets dealers at concessional prices on a 
r~gular basiS, thus enabling the dealers to provide greater service 
to the motorists. IOC's scheme to provide greater facilities on 
National Highways for the motorists has made considerable pro-
gress and quit.e a large number of retail outlets on National High-
ways are now provided with several facilities such as drinking 
water, toilets, bath room, telephone, parking facilities for vehicles 
etc. At some of these stations even minor repairs to vehicles are 
:attended to for the convenience of motorists. 

1t can thus be stated that many of I.o.Co's retail outlets to-day 
'Compare favourably with those of the private Oil Companies. With 
the steps now in force I.O.C. outlets will be further improved and 
'will have more and more facilities to serve the motorists. 

[Ministry of Petroleum and Chemicals O.M. No. IS-54012/51 
74-IOC, dated 14-11-1974]. 

1196LS-'3. 
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Recommendation SI. No.4 (Paragraph 2.61) 

The Committee find that the Corporation prepared a scheme in. 
January, 1972 for the award of dealership/distributorship for 
retail outlets, kerosene, L.D.O. and 'Indane' for the rehabilitation of 
Defence Personnel, their wives and dependents. As against 583 
nominations received upto 30th June, 1973, for award of dealership! 
distributorship under the scheme, the allotment letters were issued 
to 443 persons and the number of dealership/distributorship actu-
ally commissioned was 128 only. The Committee regret to note the 
slow progress in the implementation of the scheme. They desire 
that the working of the Scheme should be reviewed in the light of 
experience gained so far and suitable measures taken to resolve 
difficulties experienced in the commissioning of dealerships/distri-
butorships awarded under the scheme. 

Reply of Government 

The main reasons for delay in commiss~oning of dealerships! 
distributorships under the defence scheme have been analysed in 
consultation with the DGR. These are briefly as under:-

(1) Delay in making arrangements for finance. 

(2) Difficulties in finalising lease agreements for land for 
godowns and other facilities. 

(3) In some cases of partnership, friction amongst the-
partners. 

(4) Delay in the construction Of retail outlets. 

(5) Legal disputes. 

Meetings have been held between representatives of IOC, DGR 
and the Ministry of P & C to expedite the commissioning of the 
ou nets and a time-bound programme has been drawn up for receipt 
of nominations and re-nominations from DGR. Consent of nominees· 
for the concerned dealership/distributorship will be obtained by 
DGR before the nomination is sent to IOC so that nominees do not 
back out later. In case of partnerships, consent will be obtained by 
DGR from the partners for jOint operation of the dealership before-
nomination to prevent later disputes. 

A time-bound programme has also been drawn up for commis-
sioning of dealerships/distributoTships within the stipulated time-
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limit after issue of appointment letters to selected candidates. 
DGR has also agreed to verify the antecedents and background of 
candidates and confiz:m their eligibility before they are nominated 
for dealerships. In a few earlier cases, candidates nominated by 
DGR were found already employed. 

IOC has already deputed an officer to the Directorate General 
of Resettlement to help co-ordinate the work between the IOC and 
DGR and to sort out expeditiously any difficulties involved in the 
implementation of the Scheme. IOC's field offices are also sub-
mitting monthly reports to DGR giving the progress of commis-
sioning to keep him apprised of the latest pOSition. The field staff 
also correspond directly with DGR on matters of exchange of 
dealerships, locations etc., with a view to reducing the time-lag 
involved and render all necessary help to the selected candidates 
to obtain financial assistance from Banks, setting up of godowns 
etc. As of end of June, 1974, against a total number of 615 nomi-
nations/renominations received from DGR, a total of 314 dealer-
ships/distributorships have been commissioned under the Defence 
Scheme thereby helping to rehabilitate a -total of 374 persons from 
the various Defence categories. 

[Ministry of Petroleum and Chemicals O.M. No. IS-54012/51 
74-IOC, dated 14-11-1974]. 

Recommendation SI. No.7 (Paragraph 4.18) 

The Committee also note that the Corporation has been taking 
credit for the full amount of under-recoveries on account of certain 
unauthorised movements in anticipation of the approval of Gov-
ernment. The Committee feel that it is not correct to treat the 
entire amount in such cases as adjustable against the Freight" Sur-
charge Pool unless it is authorised by Government under the pool 
accounts. 

Reply of "'Government 

Noted. Under the current procedure IOC will claim under-
recoveries from F.S.P. only for movements which are authorised. 
As for expenditure incurred on additional bridging and movements 

·Not vetted by Audit. 



by tankers, these will not be adjusted in F.S.P. account till a 
specific authorisation is received from the Government. 

[Ministry of Petroleum and Chemicals O.M. No. 1S-54012(5)/ 
74-IOC dated 21-10-1974] 

Recommendation 81. No. 7 (Paragraph 4.19) 

The Committee would also like Government to review periodi-
cally the actual movement of the products by the Corporation spe-
cially those movement which do not qualify for reimbursement 
from the Freight Surcharge Pool, so as to take effective measures 
to reduce, if not altogether eliminate, such movements. The Com-
mittee would like to be informed of the guide-lines/concrete mea-
sures taken in pursuance of the foregoing recommendation. 

Reply of Government 

Except in a few cases, pricing of products not covered under 
the FSP scheme generally enables the Corporation to recover actual 
freight costs from the co!,sumer. However, as mentioned in reply 
to recommendation at paragraph 4.30 bridging expenses incurred 
by IOC will henceforth be reviewed by the Government in the 
periodical review meetings held with the Corporation. Actual cost 
of movement of products which do not qualify for reimbursement 
from the Freight Surcharge Pool and on which actual freight costs 
are not recovered from the consumers will also be reviewed in 
these meetings. 

[Ministry of Petroleum and Chemical'S O.M. No. 15-54012 (4) I 
74-IOC dated 4-1-1975]. 

Recommendation S1. No.8 (Paragraph 4.29) 

The Committee regret to note that there had been heavy ex-
penditure on bridging i.e. on uneconomical transportation of petro-
leum products by road instead of by railway tank wagons. The 
Committee note that the expenditure on this account had come 
down during the last five years, from Rs. 115.60 lakhs in 1968-69 to 
Rs. 44.41 lakhs in 1972-73. In order to minimise this expenditure, 
while it is essential that adequate tank wagons are made available 
to IOC, the Corporation should also on its part ensure that there 
was maximum utilisation of available tank wagons. To improve 
the wagon turn round, measures should be taken to remove the 
constraints at the terminals by providing adequatE' storage and 
handling facilities and improving operational efficiency at the 
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depots. The augmentation of storage capacity at up country depots 
should also help in meeting the additional seasonal demand for 
petroleum products, without resorting to 1arae scale road move-
ments, as the products could be stocked at the depots during the 
lean period. If the planning for movement was done in a realistic 
manner the Committee expect that there should not be scope for 
large deviations from the planned movements of petroleum products 
which give rise to claims on account of bridging. 

Reply of Government 

Various measures have been taken by the IOC from time to time 
in consultation with the Railways for improvement of wagon turn 
round. Some of the important steps taken in the last few years are 
brieftygiven below:-

(a) Organising movemepts in closed circuits rakes of tank 
wagons from loading Installations to one/two Depot 
points. 

(b) Encouraging directional movements to minimise end-
point deliveries (Depots) to two or three locations. 

(c) Pro~ressive, elimination of piecemeal bookings to Agency 
points. 

(d) Reducing the loading and unloading time on ' Block 
Specials' by providing (i) increased facilities at loading 
Installations, such as additional loading points/increased 
pumping capacities to load complete rake of tankwagons 
in one placement and (ii) at up country Depots by pro-
viding additional decanting sumps, increasing capacities 
of decanting lines/pumps and additional storage etc. to 
handle specials of say 60 wagons at a time without long 
detentions. 

(e) Centralised loading for all companies, thereby avoiding 
detentions for shunting/sorting, etc. and for placement 
and removal of tank wagons at Installations. 

All aspects of tank wagon movements including shortages, 
equitable distribution of available tank wagons, joint efforts at 
improving turn round, introdu,.ction of efficiency measures etc. are 
discussed on a continuous basis with the Chairman of the Railway 
Inland Petroleum Movement Committee who is also the Joint 
Director, Railway Board, dealing with movement of Petroleum 
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Products. This matter is also discussed at the monthly Supply Plan 
meetings where the Railway Board is represented. 

[Ministry of Petroleum and Chemicals O.M. No. 1S-54012/5/ 
74-IOC dated 21-10-1974] 

Further Information caned for by the Committee 

The Ministry have not given any reply to Committee's observa-
tion that the augmentation of storage capacity at up country depots 
should also help in meeting the additional seasonal demand f'Or 
petroleum products, WIthout resorting to large scale road movements, 
as the products could be stocked at the depots during the lean 
period. 

The action taken in this regard may please be intimated. 
[L.S.S. O.M. No. 13.PUI74, dated 16-12-1974] 

Reply of Government 

As part of a Perspective Plan to build up storage and other 
handling facilities at up country depots with due regard to both 
current and future requirements, IOC completed and commissioned 
additional tankage of a sizeable order aggregating to 192,576 KLs 
in its depots all over the country during the period November 19'ro 
to March 1974. In building this additional tankage, the need to 
hold a higher level of inventories has been kept in view particularly 
in certain strategic and long lead areas like the North-West region. 

The adequacy of storage capacity in the up country depots with 
reference to IOC's requirements in the area, railways capacity· 
and also the reduced availability of products following the increase 
in oil prices will, however, be kept constantly under review. 

[Ministry of Petroleum and Chemicals O.M. No. IS-54012/ (5) / 
74-IOC, dated 1-3-1975] 

Recommendation Sl. No.8 (Paragraph 4.30) 

The Committee also desire that Government should periodically 
review the expenditure on bridging by IOC with a view to ensuring 
that the bridging expenses are kept to the minimum. The Com-
mittee suggest that the bridging expenses may be suitably reviewed 
at the supply plan meeting so that all connected problems receive 
contemporaneous attention of all concerned. 

*To move traffic in busy season and lean periods. 
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Reply of Govenunent 

Supply plan meetings are mainly devoted to the pattern of 
:refinery production and distribution arrangements for the month 
.in advance while information regarding bridging is received by the 
IOC from its branches and compiled much later. 

Generally the inter company problems, supply and distribution 
·difficulties of products Or of particular areas are discussed in the 
Supply Plan meetings. Performance of individual companies is not 
.generally discussed in this forum. Review of bridging expenses 
will therefore be made at the periodical meetings held in the Minis-
try to review the Performance of IOC. 

[Ministry of Petroleum and Chemicals O.M. No. 18-54012/5/ 
74-IOC, dated 14-11-1974]. 

Recommendation SI. No.9 (Pararrapb 4.35) 

The Committee regret to note that the expenditure on movement 
,of products to the depots was particularly heavy in Southern 
Branch in Vijayawada where the expenditure ranged from Rs. 8.66 
lakhs in 1968-69 to Rs. 6.17 lakhs in 1971-72 and the heavy incidence 
of bridging expenditure was due to insufficiency of storage facili-
ties in relation to the throughput of the depots. It took the Cor-
poration more than three years to resite the depot at Tadepalli. 
'The Committee desire that such inordinate delays which result in 
unnecessary expenditure on bridging should be avoided. The 

'Committee recommend that the position in regard to other zones 
'should also be critically reviewed to ensure that there is no avoid-
. able expenditure on road movements. 

Reply of Government 

While every effort is being made to ensure that bridging is not 
'resorted to unless extremely necessary, the Committee's recom-
mendations will be implemented in the matter of critical review of 
expenses on this account. IOC has introduced a procedure where-
by the Branches will initially make a location wise review which 
they will consolidate and send to the Head Office. The Head Office 
will study these reviews and take such corrective action as may 
:be called for to avoid delays. 

[Ministry of Petroleum and Chemicals O.M. No. IS.54012(5)/ 
74-IOC dated 21-10-1974] 
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Recommendation 81. No. 11 (Paragraph 4.45) 

The Committee feel that as the pipeline movement of superior-
kerosene from Gaqhati to Siliguri is resorted to only to suit the 
operational requirement of IOC's pipelines, th~ Corporation could 
have been asked to bear the under-recoveries arising out of the 
rail movement ex-New Jalpaiguri at least to the extent of the rail 
freight earned by it by moving the product through pipeline from 
Gauhati to Siliguri. The Committ-ee desire that Government should 
expedite their decision in this regard. 

Reply of Government 

Indian Oil Corporation have since been advised that no reim-
bursement of under-recoveries from the FSP would be permissible 
for rail movement of kerosene oil from Siliguri to Gauhati supply 
area to the extent of pipeline movement undertaken from Gauhati 
to Siliguri during a month vide this Ministry's letter No. 1 (1) /74-
FSP dated 18-11-1974 (Appendix I). 

[Ministry of Petroleum and Chemicals O.M. No. IS-:;4012 (5) I 
74-IOC, dated 20-12-1974) 

Recommea4ation 81. No. 12 (PHagraph 4.52) 

The Committee were also informed that the cost of transporta-
tion by the Corporation's tankers in some cases was higher than 
that by hired tankers. The Committee would like that this matter 
may be gone into in detail and effective action taken to bring down 
the cost of transportation in Corporation's own tankers. 

Reply at Government 

The higher operating costs of Corporaiion's tank-trucks are 
generally due to the following factors:-

(a) Higher wages and benefits such as increments, promotions, 
bonus etc. compared to staff of contractors' tank-trucks. 

(b) Reflection of depreciation of thetrueks as per normally 
accepted procedure in IOC's cost whereas contractors !Day 
not take thlsfully into considM'ation. 

(c) Overtime rates applicable to Corporation owned tank-
tt'ucks only. 

(d) Higher Maintenance and Repairs expenses due to. high 
cost of more rellable and quality spares and labour. 
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(e) Replacement of tyres and other spare parts as and when. 
needed instead of postponing the same as is done by the· 
Contractors. 

The matter has been examined by the IOC. Every effort is' 
being made by IOC to control the expenditure on transportation at 
all the locations and to keep it to the bare minimum. 

Even though in certain instances the contrac~or'$ rates are chea-
per as compared to Corporation owned tank-truks, yet from the 
operational necessity of not being wholly dep~ent, on the contrac-
tors and to strengthen the corporations' bargaining power to fix 
reasonable contract rates, it is necessary for the Corporation to 
'Operate a minimum fleet strength of its own. Every effort is, how-
ever, being made to bring down the oost of operating Corporation. 
owned vehicles. 
[Ministry of Petroleum and Chemicals O.M. No. IS 54012/5/74-IOC,. 

dated 14-11-1974] 

Fwiher informati&ll eaUe4 for itt' the Cemmittee 

In reply, the Ministry have stated tha~ the matter has been' 
examined by the IOC and every effort is being made by IOC to 
control the expenditure on transporation at all the locations and to 
keep it to the bare minimum. It has also been stated that every 
effort is being made to bring down the cost of operating Corpora-
tion owned vehicles. 

Cop!.es of instructions issued in this behalf ;may iPlea~ be 
furnished. 

[L.S.S. O.M. No. 13-PU/74. dated 16-12-1974] 

Reply of Government 

IOC is making continuous efforts to bri.~g down the cost of 
company-owned tank-truck operations. A copy of circular No. OP I 
36 dated 9th September, 1974 addressed to the Regional Managers 
setting forth guidelines for the maintenance of eftlective .control on 
the utilisation of Corporation owned tank-trucks is eRclosed (Appen-
dix II). This subject is also fully discussed during the conferences 
of Regional Operations Managers in the HO and Asstt. District 
Managers (Operations) in the Regional Offices with a view to achieve· 
cost control and improve the efficiency of operations. 

[Ministry of Petroleum and Chemicals, O.M. No !IS-54012/4f74-
IOC, dated 28-2-1975] 
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Recommendation SL No. 13 (Paragraphs 4.85 and 4.66) 

. The Committee regret to note that the tanker Desh Alok was 
fChartered by the Corporation from the Shipping Corporation of 
'India with effect from lst February, 1967, but the charter party 
'agreement was signed only on 8th December, 1969, i.e. after more 
than one and a half year of the chartering of the tanker. Although 
the charter party agreement contained the warranties in respect 
·()f speed and pumping rate of the tanker, the Corporation could not 
ertforce its claims for sub-standard performance in the absence of 
specific provision of norms/guidelines for quantifying such losses 
/recoveries. As a result, an agreement was made with the Shipping 
'Corporation of India in June, 1969 whereby the Corpoartion agreed 
to forego claims amounting to Rs. 15.09 lakhs for sub-standard per-
formance of the tanker upto 31st May, 1969 . 

. The Committee also find that the agreement was also finalised 
by the Corporation without obtaining any legal opinion in the matter. 
The Committee recommend that the agreement for chartering of 
ships should be finalised with greater care and in consultation with 
legal experts to ensure that the interests of the Corporation are 
fully safeguarded. 

Reply* of Government 

Utmost care is now exercised by IOC in the matter of tanker 
~hartering. Legal aspects of such charters are also scrutinised care-
fully before finalising the Charter Party to ensure that the corpo-
Tations' interests are fully safegarded. 

It may further be stated here that the following procedure is 
:now being followed for chartering of tankers:-

(1) All Charters are done through TRANSCHART, an organi-
sation of the Ministry of Shipping and Transport. 

(ii) Whenever IOC requires a voyage charter, it informs 
Transchart, giving complete details of requirements, like 
type of tanker, laydays required, product to be loaded 
~tc. Based on this information, Transchart obtains the 
tanker, subject to IOC's formal acceptance. 

Subsequently Charter Party Agreement is signed by 
Transchart on behalf of IOC based on standard interna-

·*Not vetted .by 'AtUiit. 
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tionaI charter parties and copies are sent to the Corpora-
tion. However, in case of deviations to meet 'IOC's spe-
cific operational requirements, TRANSCHART finalises 
the terms in consultation with IOC. 

(iii) For time-chartered tankers, the same procedure is fol-
lowed with the exception that for Indian fiag vessels, the 
initial negotiations are carried out by IOC directly and 
when the conditions are acceptable, the rates are finalised 
by TRANSCHART. 

'[Ministry of Petroleum and Chemicals O.M. No. IS 54012/5/74-IOC, 
dated 21-10-1974] 

Recommendation SI. No. 14 (Paragraph 4.78) 

The Committee regret to note that the charter party agreements 
for the tankers 'Jag Jwala' and 'Ampuria' chartered by IOC did 
not contain any warranty clause resulting in an avoidable loss 
amounting to Rs. 22.26 lakhs to the Corporation on account of sub-
standard performance of the tankers. The Committee have else-
where commented about the sub-standard performance of another 
tankers 'Desh Alok'. 

Reply'" of Government 

This has been covered by the reply given to the recommendations 
'at paragraphs 4.65 and 4.66 of the Committee on Public Undertak-
ings' 49th Report (Fifth Lok Sabha). 

IMinistry of Petroleum and Chemicals O.M. No. IS 54012/5/74-IOC, 
dated 21-10-1974] 

Recommendation SI. No. 15 (Par8ll'aph 5.Z2) 

The Committee find that as on 30th June, 1973, an amount of 
Rs. 16 crores was lying in the fixed deposit in respect of this 
:account. The Committee desire that the Government should under-
take a review of the Freight Surcharge Pool Account and consider 
the feasibilty of revising the surcharge suitably in view of the 
continuing surplus in the Pool Account. 

"'Not vetted by Audit. 
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Reply of Government 

Government have since reviewed the position of FSP account 
and reduced the surcharge rate on various bulk refined petroleum 
products excepting Naphtha from Rs. 15 per KL/MT to Rs. 10 per 
KL/MT effective from 4th May, 1974. 

[Ministry of Petroleum and Chemicals a.M. No. IS-54012/5/ 
74-10C dated 21-10-1974] 

Recommendation SI. No. 17 (Paragraphs 5.35 and 5.36) 

The Committee regret to note that the development of port faci-
lities had not kept pace with the increasing volume of oil traffic. 
The delay in the completion of adequate port facilities to receive 
large size tankers at Madras Port resulted in heavy loss of over 
Rs. 4 crares to Madras Refinieries Ltd., which had to be compensat-
ed by Government from the C&F Adjustment Account. The Com-
mittee also find that laC had also to bear a heavy incidence of 
demurrage to the extent of Rs. 1.34 crares on detention of tankers 
due to inadequate tanker handling facilities at the ports. 

The Committee were informed that a Study Group set up by 
the laC in October, 1971, to suggest both short term and long term 
measures to improves the tanker handling facilities based on the 
expected volume of traffic between 1972---79, had submitted its 
report to Government in May, 1972 and the report is now under 
the consideration of Planning Commission/Government. The Com-
mittee understand that in the meantime the IOC had been permitted 
to recoup the losses due to demurrage which could be clearly attri-
buted to limitation of port facilities from C&F Adjustment Account. 
As the C&F Adjustment Account has been created out of specific 
surcharge provided in the price structure for pe~roleum products, 
in the ultimate analysis this means increased burden on the consu-
mers of petroleum products. 

The Committee, therefore, recommend that Government should 
in the light of the recommendations of the Study Group of IOC take 
concerted measures for the expeditious development 'Of the ports and 
the tanker handling facilities to cope with the projected volume of 
traffic to be handled at each port during the Fifth Five Year Plan. 
The Committee would like to be informed of the co~erted measu-
res taken in this behalf to reduce, if not eliminate the burden of 
demurrage charges paid on tankers for want of adequate handling 
facilities at ports. 
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Reply. of Government 

Concerted measures are being taken by the Government for 
·expeditious development of ports and particularly tanker handling 
facilities to cope with the projected volume of traffic at each port 
during the Fifth Five Year Plan. Efforts have been made to inte-
grate port development schemes with other infrastructure facilities 
required for handling of traffic. Provision of Rs. 308 crores has 
been made for major ports in the Fifth Plan against an assessed 
requirement of Rs. 358 crores; the balance spilling over into the 
sixth Plan. The approved financial programme for the develop-
ment of major ports for the Fourth Five Year Plan was Rs. 280 
crores, but the allocation was limited to Rs. 260 crores; the balance 
spilling over to the Fifth Plan. 

2. Towards the end of 1971, a mid-term appraisal of the port 
development programmes under the Fourth Plan was Undertaken 
by a Working Group, set up by this Ministry of Shipping and 
Transport comprising the representatives of the major ports and 
the concerned Ministries and the Planning Commission. The fol-
lowing criteria were adopted in the appraisal:-

(a) First priority should be accorded to on going projects. 

(b) In the selection of individual schemes, greater emphasis 
should be placed on export-oriented schemes. 

(c) no new scheme should be taken up unless it is vitally 
connected with the operational requirement of the con-
cerned port; and 

(d) a close review should be made of the non-functional 
building requirement in view of the pronounced scarcity 
of steel at ports where the housing problem is very acute. 

3. As a result of this appraisal, the Ministry of Shipping and 
. Transport conclusion that a step-up in the investment from Rs. 280 
crores to Rs. 304 crores was called for to increase the tempo of 
development schemes, more particularly the export-oriented pro-
jects. 

4. Some of the improvements already made/proposed to be made 
are as follows: 

Kandla: 

(1) Modification to the oil jetty are being made which are ex-
pected to be over in March, 1975. This will result in con-
siderable reduction of berth congestion at the port. 

*Not vetted by Audit. 
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(2) Pipeline pressure restriction has been relaxed from 100 
PSI, to 250 PSI thereby achieving better discharge rate' 
of products resulting in faster turn round of tankers at 
the Port. 

(3) IOC has endeavoured to send tankers with two grades. 
(i.e. black and white) to Kandla. Facilities exist for dis-

charge of these grades simultaneously. This procedure has 
reduced tanker discharge time and berth occupancy. 

Bombay: 

(1) Construction of a fourth tanker berth has been sanction-
ed to accommodate 150,000 DWT vessels has been cleared 
in principle planned and sanctioned by Ministry of Ship-
ping and Transport. 

(2) Discussions to provide one single buoy mooring tenninal" 
off Butcher Island terminal are under way. 

Both these proposals when accomplished will reduce conges-· 
tion and delays caused by non-availability of berths at the port. 

Mormugao: 

An oil berth is under construction and is expected to be complet-
ed in 1976. 

MangaloTe: 

An oil jetty is nearing completion. 

Cochin: 

(J) Further improvements for night navigation are 
made at the existing berths. This will reduce 
period and improve turn around of vessels. 

being 
waiting 

(2) New tanker terminal for 87,000 ton tankers is planned 
for import of crude which when commissioned will com-
pletely eliminate berth congestion at Cochin. 

Madras: 

Bhar&ti Dock berth to accommodate tankers upto 88,000 DWT" 
has beeR constructed. Dredging work is in hand to improve the 
draft from 42 feet to 45-46 feet in fair weather. For increasing the 



39 

draft from 38' which is now available during NE Monsoon, to 42-45'" 
Eastern break water has to be extended northwards. Project report. 
for this is under preparation by the Port Trust. 
Tuticorin: 

Temporary facilities for discharging tankers have been provided. 
Estimates for providing permanent facilities are under examina-
tion. 
Vizag: 

Provision of an oil berth in the outer harbour is under conside-
ration. 
Haldia: 

Tanker berth has been constructed at Haldia and dredging work. 
is being carried out to increase the draft availability as per the' 
following programme:-

Present draft available 30' 
1975 35' 
1976 36' 
1977 31' 
1978 38' 
1979 39' 
1980 4C' 

[Ministry of Petroleum and Chemicals a.M. No. 18-54012(5)/ 
74-IOC, dated 20-12-1974} 

RecommendatIon SI. No. U (Paragraphs 6.22 and 6.23) 

The Committee also find that the Internal Audit suggested in 
its Report in July, 1971 various remedial measures to improve the' 
manner of collection of outstandings, maintenance of records there-
for and for minimising outstandings. The suggestions made include· 
inter alia (i) detailed study for finding out the reasons for abnormal 
delays in submission of bills; (ii) review of the reasons leading to 
delays in anlysing the cash customer accounts and extending of un-
authorised credits; (iii) submission of timely comprehensive custo-
mer-wise/category-wise statements of outstandings to the concern-
ed Department/field staff and (iv) analysis of back-log of outstand-
ings from cash customers on a priority basis to determine the cor-
rect outstandings for effecting recovery. 

The Committee would like these suggestions to be examined for 
implementation forthwith so that the management may exercise' 
close and continuous watch over the outstandings and take timely 
measures for the realisation of the amounts. 
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Reply of Governm,nt 

Several measures have been taken in accordance with the- sugges-
-tions made by Internal Audit for improvement of collections of out-
: standings. Some of these are as follows:-

(a) The responsibility for preparation and submission of bills 
now rests with the storage points from where the Non-
DGS&D supplies take place. The storage points raises 
the bill and sends it to the customer along with the 
loads or immediately thereafter on receipt of the RR 
particulars for supplies. Therefore, normally there is no 
delay in preparing the bills and submitting to customers. 

'(b) Storage points of lac maintain a record of payments 
received from cash customers and the supplies released 
against the same on a continuous basis and as such nor-
mally no supplies are released to cash parties without 
-rollection of dues. Since lapses have taken place in the 
past due to human errors, the Accounts Departments in 
the Branch Offices now scrutinise the balances in cash 
parties' accounts and ensure that the debit balances, il 
any, are quickly reconciled and payments collected before 
release of further supplies. 

'(c) The statement of accounts for transactions with each 
customer is prepared on a monthly basis by all the 
Branches of lac and sent to the parties as well as to 
the concerned District Offices. IOC is continuously ende-
avouring to analyse the outstandings of each party as 
early as possible within the constraints of data proces-
sing. 

(d) The analysis of backlog of outstandings from cash cus-
tomers is being handled on a priority basis and substan-
tial reductions in the old outstandings of cash parties have 
already been achieved. Concentra ted efforts are still 
being made to liquidate the outstandings as early as 
possible. 

[Ministry of Petroleum and Chemicals a.M. No. IS-54012/5/ 
74-IOC dated 21-10-1974] 

Recommendation 81. No. 23 (Paragraph 6.39) 

The Co-rnmittee are also unable to agree with the view of the 
!laC that the amount involved in these should be written off as 
-bad debts' as these were clear cases of losses Que tofai1\lI'e of 
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management to establish these as debts and were not bad debts 
in the normal sense. They, therefore, desire that all these cases 
should be reviewed and regularised by obtaining the sanctipn' of 
high authorities competent to write off the losses. ' 

Reply of Government 

All the cases of write-off for want of documentary proof made 
so far, are being reviewed for regularisation and the sanction of the 
appropriate authorities will be obtained to write-off the losses. Since 
there are a very large number of documents to be gone through, this 
work is expected to take some time to be completed. Action has, 
however, been initiated already . 

. [Ministry of Petroleum and Chemicals O.M. No. IS-54012/5/ 
74-10C dated 21-10-1974] 

Purther information called for by the Committee 

The Ministry have stated that the write-off cases are being 
reviewed for regularisation and sanction by the appropriate autho-
rities and since there are a large number of documents to be gone 
throQgh this work is expected to take some time to be complet'ed. 
Please intimate as to what is the latest position in the matter. 

[L.S. Sectt. 13-PU /74, dated 24-6-1975] 

Reply of Government 

A Committee of senior officers under the Chairmanship of the 
General Manager is reviewing all the cases of write-off with a 
vIew to regularisation and sanction by the appropriate authority. 
It is expected that the matter will be finalised by the end of Sep-
tember, 1975. 

[Ministry of Petroleum and Chemicals O.M. No. IS-54012(5)/ 
74-IOC, dated 24-7-1975] 

Recommendation SI. No. 24 (Paragraphs 6.42 and 6.43) 

The Committee find that there have been abnormal delays in 
taking action on the points brought to the notice of the Board by 
the Internal Audit. They need hardly stress that the very objective 
of having an Internal Audit would not be achieved if prompt actton 
is not taken to remedy the irregularities/deficiences brought to the 
notic~ of the Management. 

1196LS-4. 
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l~he Coinmittee would, therefore, like to impress on tbe MaQ41,e. 
ment the need for .giving prompt attention to the points raised· by 
Intemal Audit-With a view to cut out wastages, effect economies and 
plug loop-holes in the working of the undertaking so that the Inter-
nal Audit can really be an aid to Management. 

Reply of Government 

The procedure in vogue for handling queries raised by Internal 
Audit was 'for the concerned departments of the IOC to deal directly 
with them and take such action as was called for. This procedure 
has now been modified in order to ensure that (a) prompt action is 
taken without delay, and (b) due importance is given in the matter 
of taking remedial action for administrative lapses, wasteful practi-
ces or inefficient systems and procedures, pointed out by Audit. 

The revised procedure is that the Executive Assistant to the 
Managing Director will coordinate the work and will keep a close 
follow-up in regard to prompt replies to Audit queries and timely 
action for implementation of revised procedures. This, it is hoped, 
will cut down delays considerably in this matter. 

[Ministry of Petroleum and Chemicals O.M. No. IS 54012/5/74-IOC, 
dated 21-10-1974J 

Recommendation Sl. No. 25 (Paragraphs 7.20 & 7.21) 

The Committee regret to note that there have been shortfalls 
both in production and sale of liquified petroleum gas. The pro-
blems of production of LPG have been dealt with in the report of 
the Committee on ICC (Refineries Division). In so far as difficulties 
in marketing of LPG are concerned, one of the main reasons was 
stated to be inadequate availability of cylinders. The Committee 
find that against the planned requirements of about 4 lakh cylinders 
every year, the actual number of cylinders available to IOC ranged 
between 2.29 lakhs and 3.07 lakhs during the years 1970-71 to 1972-
73. This was stated to be mainly due to the inadequate availability 
of special quality steel required for production of cylinders. The 
Committee regret to note that not only there was short~all in indi-
genous production of such steel but the IOC I Governmerit failed to 
make imports well in time. As pointed out during ~vidence at~hOtlgh 
IOC' was advised as early as June, 19'7,2 to put up an applIcation 
for· import of 5,000 tonnes of steel, the application for import ~f 
5,000 tonnes of steel, the application was received by the Ministry 
only on 24th February, 1973. It is surprising that the, IOCsho~ld 
have taken about 7 months to submit the application for the Impbrt 
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of steel. Th~~ was also ayoidable ~y o.n the part of the liltrit$-
tries of Pet~oleu::rh and 'Chemi~al~ and Steel " Mines in proeesBing 
the applicatIon and in releasing ,the, foreign .exchange. As a resu1t 
thecyliriders out cif theim,PQrted steel would now be ivaUable to 
IOC only during the year 1974-75. 

The Committee need hardly, emphasise the importance of maxi· 
mum utilisation of available gas from the oil refineries for the 
production of LPG. Low production and poor availability of LPG 
means higher consumption and larger import of Kerosene oil whicb 
the country can ill afford at present when it is faced with the oil 
cnSIS. The Committee, therefOre', urge that suitable remedial 
measures should be taken not only to ensure optimum production 
of LPG at the oil refineries but to remove any constraints in the 
marketing of the same as there is extensive public demand for it. 
The Committee, also stress that Corporation should plan their re-
quirements of LPG steel well in advance and take steps to procure 
the cylinders in time so that paucity of. cylinders does not depress 
productionlmarketing of LPG. 

Reply of Government 

The main constraints in increasing its LPG sales have been:-

(a) Inadequate availability of LPG cylinders which inter 
alia. is dependent on availability of LPG steel. 

(b) Limitations in the bulk movement of LPG between 
Koyali and Shakurbasti. 

To overcome the above two constraints the following measures 
have been initiated by us: 

(i)-Availability of LPG Cylinder 

For meeting cylinder requirements for the year 1974-75, 5000 
MTs. of Steel have already been imported to supplement the indi-
genous steel availability. IOC have already applied for an im~ort 
licence for 4800 Mts. of Steel for meeting its cylinder requIre-
ments for the year 1975-76. Pending receipt of the licence roc 
is obtaining steel imported against HSL's licence. The supply of 
steel will commence by October-November, 1974. 

(H)-Bulk LPG Movement between .K.oyali & ShakuTOOsti 

An order for Fabrication of 40 LPG tankwagons on joint owner-
ship basis (roc to provide the storage bar~el ~nd the Railwaysu> 
provfde fiats) has already been placed. Tlie deUvery of the tank-. ' 



wag~ns at the rate of 2 per month is expected to (co~menoeby end 
1975: Further, order for additional 20 tankwagons is under process. 
Sin~e the jointly-owned Railway tankwagons are not likely to be 
made, ~vailable before the end of 1975, it was proposed to order 
30 tank lorries on joint ownership basis (Chasis to be provided 
by the contractor and the storage vessels to be provided. by IOC~. 
Orders for 16 lorries have already been placed. The first 2 ·lorries 
are expected to move 70 MT of product monthly from Koyall to 
Shakurbasti. 

The question of maximisation of LPG production at all the re-
fineries has been taken up with Refineries Division, MRL and CRL. 
The phxluction potential as now indicated is noted below:-

KoyaZi: 90,000 MTs (Against 77,500 MTs in 1974-75 year) 

Barauni: 19,100 MTs. The question of increasing this pro-
duction is currently being looked into by the Refineries 
Divn. 

Gauhati: 2,300 MTs. The refinery is going ahead with the 
proposal for increasing the production to 4,500 MTs. 

C.R.L.: As against its earlier indication of a maximum pro-
duction potential of 9000 MTs the Refinery is now going 
ahead rer putting up additional production facilities for a 
production of 30-,35000 MTs per annum. 

M.R.L.: The maximum LPG production potential is now esti-
mated at 35,000 MTs. 

For augmenting LPG Cylinder filling capacity, the following 
bottling plants have been planned: 

Bangalore, SecunderabadlHyderabad, Kanpur & :2hopal. 

In addition to the above bottling plants, a study is bei?g und~r­
taken for determining the locations in the northern regton whlch 
could justify the setting up of bottling plants. 

[M'nistry of Petroleum and Chemicals O.M. No. 54012 (5) / 
1 74-IOC, dated 26-6-1975] 

RecOIDmendation Sl. No. 27 (Paragraph 7.60) 

The Committee find that IOC had to enter into agreement.s ,,:ith 
. . . . . F b 1969 for the sale. of lubrlcatmg 

other oil companies. In. e r~ary \ . din 1 t t Madras because 
oUa after blending them in Its bIen g P an a. .. in de-
of its inability to sell the entire production on account of a 



quacy of retail outlets. As a result, the Corporation had to forego 
the marketing charges (Rs. 43.88 lakhs) and profit margm (Rs. 12.31 
lakhs) on the sale of 52,170 KIs. of lubricating oils during 1970-71 
and 1971-72. The Committee' are informed that the short tenn 
agreement for 5 years with other: oil companies was designed to 
give IOC sufficient time' to develop their product range and sales 
net work and to eventually utilise the entire production at Madras 
Refine,ries Ltd. by itself. They find that even in i972-73 the IC>c 
had sold a total quantity of 37,824 Kls. of lubricating oils to other 
companies as against the contracted quantity of 56,500 KIs. The 
Committee :recommend that IOC should take concerted measures to 
develop its lube oil sale in the country so that it may be able to 
sell the entire production and cater to the complete range of indus-
tries after the expiry of "the present agreement with other oil com-
panies. 

Reply of Government 

IOC has taken all possible measures' 'too' market its entire avail-
ability of lube oils. As of date they are confident of marketing all 
the products themselves. How:ever, IOC has to continue supplies 
to other oil companjes ex-MRL to the extent of quantities ,committed 
to them under the 5-year agreement. Simila~ly;, IOC is alsO' re-
quired to supply to the BOC Group of Companies ex-Barauni 
against the second supplemental agreement. 

As IOC is now geared to market all its product availability, 
notices have already been served: f<Jr . termination of existing sup-

. plies to other oil companies ex-MRL as from the first week of April, 
1975. 

[Miny. of Petroleum and Chemicals O.M. No. 1S-5401215\:T4-IOC, 
dt. 21-10-1974] 

Recommendation 81. No. 28 (Paragraphs 7.70 to 7.72) 

The Committee find that the IOC sold.to private oil companies 
an aggregate quantity of 28,818 KIs. of products of high viscosity 
index (higher than 90) and 23,352 KIs. of products of low viscosity 

. index during the years 1970-71 and 1971-72 although under the 
agreement the Corporation was not bound to supply more than 50 
per cent of the total qu~ntity of lubricating oils of H."V.I. . 

The CorpoI'ation incurred a loss of Rs. 5.90. lakhson the sale of 
products of low viscosity index as these had to be moved to fer off 
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,~~~ , ~ l~. ~Jd, ,~ve been ,av~~ded had the C~r~~~tion 
, ~Stp;') u~ ,SHPP1-Y~g Pfo4uctsof H.V.I. and L,V.I, grade iii' equal 
P:liOJ?¥t100.-- ; , " . "';' . 

"It ~a,~ be,e~ co~~J,l4~ by the M8.1¥lgemept that the agreement 
~~ not stipula~$at' other oil cOITIpaniEls should uplift equal 
'qtj8IJ.tity of 19W viscosity oils as compar~d to bjeavy viscosity oils, 
TJle. q~~ft~ 8fe ~b~e to; ~ee with this vi~:w, In the opinion 
ot the CO~~1llt~e the co~tention that an oil cOlllpany can purchase 
~ qlWl*Y' of high viscosity index without purchasing equal 
quanqty" of products of Jow v~osi~y in~ is Iwt.1:Ien,able as other\-
wise an~ oil company can get away w~tp. purchasing up to 50 per 
cent qf it/i ~:Ual contr!1C~ qU8J,ltity only of thEl profitable high 
viscosity fu.qe~ grades wit;lu)ut purchasing any quantity of un-
remwierative low viscosity index grades. The Committee have also 
,elsewhere in this Report commented on the loss suffered by the 
Corporation on account of sale of lubricants to other oil companies 
because of non-development'~f adequate ~etail outlets. 

~J,. of Government 

~~ observatio:r1s of. th~ Committee have be~n noted. 

SuPPli:~s . un!ier: this a~~e~t will. h:enceforth be mage in 
accordance with the COminittee's 6bser~ati~, 

;'. " -. ',; " . - ~ . ... .' 

[Miny. of Petr.oleum and Chemicals 0·14. No, IS-540121 5174.IOC. 
dt, 14-11-19'74] 

R.OIIUDeDdation SL No. 31 (P.araV-plt 8.44) 

The Committee also understand that in the case of sales effec:.t~ 
in Eastern Branch, the sales tax authorities did not acc:ept the IOC's 
co~~~ii~n' fu : treat thls' as ·saIe in the course ofimpo~', and an 
a~peal lias been tiled against the order of Commercial Tax Officer. 
The Committee would likle to be informed of the final outcome of 
the ca&e.' 

Reply of GoverllDlent* 

'I;he Sales 'rax A$s~sing ,Aut,Qorities at Calcutta . ~d disallowed 
IOC'~ ~oniention that the sales ~ade d~ng 196~.;6$ could be ~a!-ed 
as "sale in thecou~ of ~*po.~ts":IOC al?~,al~, to ~ AppeJlate 
sates Tax Authority w~oalsp, ,co~fi~~, the.,'d~~si~~ of the a~e,!,"" 
ing authority, but agreed that the transactiOns between toe and ------

·Not vet~ in Aa4J.1;.. 
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oil companies, could be ,exemp,~d ,~rom ,Payment of Sale.r Tax. as 
in tt~' Bengal- (F!nancel' Sal~i~ tax ,4ct, th~;e isa prov.isi.em. whef.ei.. 
by sales' between two registeI'l2d dealers are exempt from Sales 
Tax, ii the statutory declaration.s by the companies cOl1ceriled are 
produced to the satisfaction of the Sales ,Tax authorities. This statu-
tOry. declaration is to the. effect that the purchasing compan'Y has 
made the pprchas~- .for the sole purpose of resale. and this 
decl,o/ation is to be issued by . the pW'chasing deal~r to the eelIitlg 
dealer and the selling dealer has to pro(h~~e this document before 
the Sales Tax Authorities at the time of·assessment. The appellate 
authority has remanded this case to the assessing authority to 
verify the declaration and allow exe~ption. IOC is producing the 
necessary declarat:l.ons before the asse$!rlng authority once again 
foI' claiming exemption from tax. Final decision of the Sales Tax 
authorities will be intimated to the ,Committee when. received. IOC 
h~ ,already obtained such exemption after production of declara-
tions for transactions which took place for the assessment years 
1968-69 and 1969-70. These transactions were earlier disallowed as 
"sale in the course oi import" but treated as inter-company· sales 
within West Bengal. 

[Miny. of Petr'oleum and Chemicals O.M. No. I&-M01215174-IOC, 
dt. 21-10-1974] 

Further information called 'for by the Governm.ent 

The final decision of the Sales Tax authorities in the case may 
pl~ be int.imated. 

Reply -of 'Govenament 

The Sales Tax Assessing Authorities at Calcutta have not settled 
the claim yet. 

[Miny. of Petroleum and Chemicals O.M. No. IS-54012/4/74-IOC, 
. . - dated '28·2-1975] 

Further Reply of Government 

The Calcutta Sales Tax Authorities haveaecepted lOC'sdecla-
rations in respect of -sale of imported products 'to other 'Oil comoanies 
and, therefore, have exempted 100 frompa.yment of Sales Taxon 
these transactions. 

[Miny of Petroleum· and Ca~mica1s. O.M. No. 54012 (77) I74-IOC, 
. . dt. 3-7-1975} 

Recommendation Sl. ,Net. M, ~Par.~Ps· 8.59 and 8.r,o) 

The Committee ,regret·to note that th~ Corporation s.uff(·rcd . a 
loss of Rs. 0.62 lakhs due to aU~ incorrect gauging and dlp 
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,measurements by the officials of the Corporation of the ,HSD re-
. 'ce1ved at ODe of the installations of the IOC on 17th April, 1970. 

It u.aurprislng that it took the Corporation more than two years 
to fix the responsibility in this case and it was only on tbie 9th June, 
1{172 that the officer was warned to be careful in future. The Com-
mittee would urge that the action against the de1l9quent officials 
should be prompt and adequate so as to act a deterrent to others. 

Reply of GO.velnmant 
Noted., 

Every effort will be made in future to expedite enquiries of this 
nature. 

[Miny. of Petr:oleum and C~micals O.M. No. IS-5401215174-IOC, 
dt. 21-10-1974] 

BecollllDeQ.dation SI. No. 37 (Paragraphs 8.80 and 8.81) 

The Committee regret to note that the IOC purchased Caltex 
Depot at Karad at a cost of Rs. 25,000 in 1968 to save br:idging ex-
pe~ses. However, due to acute shortage of MG tank-wagons the 
expected savings of bridging expenses did not materialise and the 
objectives of purchasing the depot did not materialise. The depot 
was ultimately closed in June, 1973. The Committee feel that had 
a proper assessment been made about the availability of tank-
wagons before the purchasing of the depot the expenditure incur-
red on the setting up of the depot could be avoided. 

The Committee also find that the Internal Audtt proposed as 
early as June, 1971 and examination of all proposals made during 
the previous two or three years for the purchase of Depot etc., at 
various stations to find out whether the conditions under which the 
sanction for the purchase of the depots was accorded have been 
fulfilled or not. 

The Committee desire that a review of all the depots purchased 
during the last five years should be undertaken soon and decision 
taken regarding their continuance or otherwise as a result of such 
review. 

Reply of' Government 
During the past five years the following Depots have been pur-

chased by IOC 'in addition to Karad Depot: 
11-7-70. Caltex Depot at Raichur with lX7.o, kl tank and other 

facilities for'Rs. 12,0001- ' .. -
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2~70: Caltez Depot a~ Dalgaon (West ,Bengal) with. 525 kl 
tankage and allied facilities at Rs. 1.19 lakhs. 

31-8-70: Caltex. Depot at Trichy with 834 k1 tankage and 
alUed facilities at Rs. 85,882/-

12-10-73: Burmah-Shell Depot at Srinagar with 431 kl tank-
age and allied facilities at Rs. 55,000 . 

. The Depots at Raichur and Trichy were purchased in line with 
the' recommendations contained in the IOC's Bulk Depot Perspec-
tive Plan 1969-74. Additional land was required in the IOC's 
Depots.in these two towJils for expansion of existing facilities. No 
land was however available from Railways adjacent to IOC Depots. 
Since Caltex Depots W)ere adjoining IOC premises, their facilities 
were purchased and merged with roc depot area. Additional tank-
ages were also installed: after remodelling those Depots. The origi-
nal Depots of Caltex have thus lost their identity and are now a 
part of IOC's expanded Depots. 

Dalgaon:-The Depot at Dalgaon was purchased with the pur-
pose of:-

(1) saving in under'-recoveries in supplying MS to the De-
fence ex-Hashimara. IOC had no Depot at Dalgaon and 
since Dalgaon was a pricing point by virtue of the exist-
ence of a Burmah-Shell Depot, it was necessary for IOC 
to establish its own facilities in the town. 

(2) to attract additional business mainly from tea estates 
and thus increase IOC's market participation. The Bur-
mah-Shell Depot was supplying these customers earlier. 

The earlier estimate of MS&HSD offtakes from this Depot was 
4500 Kl and 5680 Kl per annum respectively. Actual sales were 
however. 2500 Kl MS and 4500 KI HSD in 1971-72: 24100 Kl MS and 
4900 K1 HSD in 1972-73 and 1800 Kl MS and 5lUO K1 HSD in 1973-74. 

When the Dalgaon depot was purchased, IOC was in carrying 
an under recovery of Rs. 50001- per month on MS supplies to the 
Army. This has been saved as a result of IOC establishing the 
depot there. roc has also made further profits by selling other 
products through this depot. The financial results o:f! the working 
of the depot till 1973-74 are as per enclosed statement (Appendix 
III) . rt will be seen that the depot margins were more than the 
depot operating' cost. 
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Sri~gtJJr:-Th~. B~ah-Sh~U, De~~. "wl1i9b, w.as :WHttiUsed by 
.them was I>urc~~~d ,m ~tQb~~, 1973 ,at ,th."iJu*-~of J&K Gov-
ernment wh6.requi~ 10C to maintain 21 day's tan~ai#:': cover to 
tak~:.c,IM~ f:!t ct~r~~tion. in road supp~es to Srinasar during winter. 
This, w~ l~ addit~~ to IOC's eXisting Depot tankage at Srinagar. 
YOC s eXlstin~ facihtIes we~e inaQ.~u,ateto ,~et tl}.e need.a of the 

' area. 

[Mi!lY· qf Petr,ol,~J.1m ,and C~e~als 0.1\4. No. Is.,5481215 114 .. roC, 
dated 20..12-1974] 

R«1coIPDlen~.ti.oll Sl. No .. 39 (Par ...... phs ';11 and 9.12) 

The Corp.pli.t~e,e find tha! at PF~t the Chairman of the Cor-
poration ,does not have ,any powers over a~4 above. those, enjoyed 
by 'he. Managing Directors of the two Di"isiQns. Although the 
Gov:~rry.m~nt letter appointing the lam Chairman as· early as Sep-
tember, 1971 envisaged delegation of, further PQWers ,to the Chair-
man by the Board of Directors it ii only in June, 1973 that a sub-
co~mjttee of .the Board has been constituted to streamline the 
powers exercised by the Managing Directors and thereafter the 
PQwers of the Chairman will. be, reyiew~. 

The Co~ttee de~ire that theSI.lb.-C~~e. should finalise 
i~ d~bcrat~ns .without further .del.a}, so :that the Board may take 
a decision abq\lt .delegationo~ 'any a~cliti(mal:PQW~B to the Chair-
manlManaging Directors that may be necessary in the interest of 
the effective functioning of the two wings. of the Corporation. 

Reply of Government 

Sub-Committee of the Board constituted, for this pur·pose, decided 
to scrutinise the powers delegated to the Chairman·and Managing 
DirectoI's of 'other Public Sector Companies before gfvingits finAl 
recommendaijons. This tQok some timean<t,CQn:;ttqq~nt1ya .Utile 
delay tn. ~fina,ljsing its repQl't. The S~C!)nun~t~is now ex~ted 
to ~y,e.its r~pc>rt sqortly and the, new de.le,~.ijQll, ()~ Powers to the 
Managing ~~()l'S and the Ch~i:r~ ,wi11.be i.ued soon after 
apPl.:ov.al by the Board. The Committee will be)nfQn:ned of·the 
final.d~ision .in due course. 

[Ministry of Petroleum 8: Chemicals O.M. No. 1~1215!74-IOC, 
: ". di. 21-10-1974] 
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, ~~ hMo~~e.llett,mr',by the ConmlUtee '. ' 

th J~ reply it h~s ,~~P;;B~~d',th.4t thE: ,new .delegation of powers to 
r>~ '. a~a~ing Dir~c~ ami :c1lairman will be issued soon after the 

;;ielpt o~ report ,of.the S~~C;ommittee and approval by the- Board. 
':~LMiru,~~~y, may p~easemtunate the final decision taken in the 

maher. 

[L.S .. Sect~. O.~. No. 13~UI74, d~ted l6th DeceIIlber, 1974].! 

~Iy of Government 
_.,r,.. -C' '. "'" • 

Final decision is expected shortly. 

[Ministry of Petroleum and Chemicals O.M. No. 54012(4) /7,4-
IOC, dated 28th February, 1975] 

Further information eaIled for by the Committee 

In ,reply to t4~ further in~ormation called for by the Cowmhtee, 
the MInistry has 'su.ted that final decision 1'8 expected shortly. 'Please. 
intimate the latest position in the matter. ' . 

[L.S. Sectt. O.M. No. 13-PU /74, dated 24th June, 1975]. 

Rep~y of Government 

A set of the revised Delegation of Powers to the Chairman and 
the Managing Directors of the Indian Oil Corporation as approved 
by its 'Board of Directors is enclpsed. (APPendix. IV). 

[Ministry of Petroleum and Chemicals O.M. No. 54012(94) / 
., . 74-IOC, dated 24th July, 1975]. 

~ommendation Serial No. 40 (Paragraphs 9.16 and 9.17) 

The Committee note that each Division of the Corporation has 
its own Financial Controller to assist the Managing Director on all 
matters having financial bearing. In addition, the Corporation has 
a Finance Director who functions as the Staff Officer of the Board 
of Directors and the Chairman in the matter of financial advice. 
The Committee are informed that all matters referred to Chairman 
having a financial bearing and cases where the Fir!andal Controllers 
rio not concur with the Managing Director are routed to the Cbai~ 
man through the Financial Director. However, as admitted by tbe 
Secretary of the Ministry during evidence, not all proposals eon-
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cerning financial ,matters oomiftg to the B06l'd,' have' the prior com-
ments of the Finance Director. The Committee recomme,nd that 
the procedure should be such that proposals con r:erning financial 
matters, coming before the Board invariably include the comments, 
if any, of'the Finance Director so that the Board' have a clear idea. 
of the financial implications of the proposals while considerbtg them. 

The Committee also understand that the issue regar<;ling the con-
trol and powers, which Finance Director should exercise over the 
Financial Controllers of, the twp ·divisi9ns., is under consideration 
of the Ministry of Petroleum alld Chemic~ls in consultation with 
the Ministry of Finance. The Committee recommend that an ,early 
deci~ion would be taken in the matter and reported to the Gommit-
tee. 

Reply of Gov~ent 

The functions of the Finance· Director Qf theIOC have since been 
specifically spelt out v~ Ministry of Petroleum and Chemic~ls letter 
No. lS.48011 (5) /73-1OC, dated 10th June, 19,!4. A copy of it is en-
closed. (See Appendix V). 

Para 7 of this order states as follows:-

"Any matter having a financial bearing which may have to 
come to the Board, should be placed before the Board only 
with the comments of the FD. Only in an emergency, 
should the Chairman allow such a mattet to come up 
without FD's comments and request him to offer his com-
menta in the Board meeting itself." 

[Ministry of Petroleum and Chemicals O.M. No. 15-54012/5/ 
74-1OC dated 21st October, 1974] . • 
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" l.r 

RECOMMENDAXIONS WHICH :THE COMMITTEE.OO :NOT 
DESmE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 

.\ 

Recommendation Serial No.1 (Paragraph 1.20) 
I 

The Committee find ih~tthere has bee~' 'gradual increase in the 
volume of sales of IOC and it reached a figure of 12.28 mUlioil tonnes 
in 1972 which represented a market participation of 57.3 per cent as 
against 42.S per cent in 1968. The Cor,poration has also by and large 
achieved two o~ ,its objectives of meeting all petroleum product re-
quirements of Government organisations (Central and State) and the 
handling of at least half of thtl import trade of deficit petroleum pro-
ducts. In fact, the import, of all' petroleum products is now being 
canalised through IOC except for a few proprietory brands of highly 
specialised finished lubricants for aviation and marine 'industries. 
A review of the product-wise sales of the Corporation, however, re-
veals that it has less market participatioriin more profitable pro-
ducts (HSD and MS) and greater market participation in less pro-
fitable products. In the case of Motor Spirit the share of IOC was 
only 26 per cent in 1972 as against the overall market participation 
of 57.3 per cent. In the caSe of retail sales of M.S. its share was 
barely 19.4 per cent in 19'72. The Committee are constrained to ob-
serve that the Corporation's participation in profits fell short of its 
market participation as compared to other oil companies. The rea-
sons 'for unsatisfactory performance in the sale of M.S. have been 
dealt with in detail in the subsequent paragraphs of this Report. 

Reply of Govel'lUllent 

The difficulties faced by IOC in regard to the Retail sales ?f 
Motor Spirit have already been submitted to the Committee. Their 
observation has been noted for future guidance. 

[Ministry of Petroleum and Chemicals O.M. No. 1S-54012/5/ 
74-IOC, dated 14th November, 1974]. 

Recommendation Serial No.2 (paragraph %.31) 

. The Committee also recommend that! Government/Corporation 
should formulate a perspective plan of establishment of retail out-

53 
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lets consistent with the production and availability te£ motor spirit 
~d the actual implementation of the plan should be reviewed perio-
dIcally so that the reasons for shortfall in this regard could be iden-
tified and ijle remedial measures taken in time. The Committee 
wou~d also like that establishment of outlets shouid be such as· to 
eDablegreater participation by IOC in retail trade of products' hav-
1ng greater margin of profit. 

Reply of Government 

In view of .the steep increase in crude oil prices and the consequent 
strain on the country's foreign exchange resources, it has become 
necessary to curb the oonsumption of petroleum products. Since 
MS is an item of personal consumption, its consumption has to be 
curtailed to th.e maximum extent poSsible. Fiscal measures taken in 
November, 1973 to increase the price of Motor Gasolene have already 
resulted in reduction in MS sales by about 23 per cent during Janu-
ary to August, 1974 over the previous years' level. As a consequence, 
IOC has also to revise its policy for setting up new retail outlets. 

Taking into account the necessity to conserve capital expenditure 
to the maximum and considering the fact that the Corporation has a 
fairly wide net of retail outlets already operating in the country, IOC 
has decided in consultation with the Government to limit the future 
gro~th of retail outlets only to virgin trading areas and metropolitan 
towns. A virgin trading area is defined as an area which has the 
trade potential to sustain operation of a retail outlet economically 
and ~here there is no retail outlet of any other oil company. Thus, 
it is planne~ to instal a total of approximately 250 to 300 retail out-
lets during the 5th Five Year Plan period. A review of urogress in 
commissioning the planned outlets will be undertaken periodically as 
recommended, by the Committee. 

[Ministry of Petroleum and Chemicals O.M. No. 15-54012/5/ 
74-IOC, dated 21st October, 1974]. 

Recommendation Serial No. 3 (Paragraphs 2.52 and 2.53) 

The Committee find that the average throughput of Motor Spirit 
per month per retail outlet of the Corporation was lower than th~ 
industry's average not only in the four metropolitan cities but in 
Group Band C towns also. In the case of Bombay and Calcutta;;the 
average throughput of Carporation's_ retail outlet was lower t~anin­
dustry's average in 1966. Another disturbing feature was that in 
Bombay, the gradual improvement registered up to 1970 could not be 
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maintained and the throughout went down to the"ievelbf 1966. 'The 
low throughput also effected the profitability of tlie retail outlets. A 
study of 1119 re}ail O1:1t1e,ts during 1969-"'10 ahbwed tl1at283 retail out. 
lets gave nil or poor return on investment. 

From the reasons advanced by the Corporation for· the retail out-
lets shoWing nil or poor return on investment, the Cbmmittee cannot 
help observing that enoUgh care was not taken either in selecting 
the dealers or the sites for location of the outlets. The Committee are 
not able to appreciate why ICC should not profit by their e'Xperlence 
and take' a judicious decision both in the location of the retail outlets 
and in selecting the dealers. 

Reply· of Govemment 

I~ all the four metropolitan dties, the other oil companies have 
established their retail outlets in key locations situated in high 

volul!le commercial and residential areas. These have been in exist-
ence for the past seve'ral years. IOC, being a late entrant in the field, 
was therefore left with no choice but to develop its retail outlets pri-
marily in the periphery of these cities/towns and outside the muni-
cipa,l limits. Thus, inspite of IOC's best efforts, its average through-
out of MS retail outlets in the metropolitan towns remains substan-
tially below that of the other oil companies. In other areas, particu-
larly in major towns again, the other oil companies had well establi-
shed retail outlets in high volume areas and IOC, therefore, had un-
der those compulsions, .no alternative but to put up retail outlet's in 
low potential trading areas in these towns. IOC, however, continued 
to make vigorous efforts wherever possible, to obtain Governmt!nt/ 
Municipal/Defence sites. Unfortunately, IOC has not been able to 
obtain several key locations within these cities primarily because of 
high rentals i~ the case of both private and Government sites and 
time-consuming procedures particularly in the case of public sites. 

In the lower potential C-Group markets and non-Retail Outlets 
Com~ttee areas, IOC has been able to establish a fair network of 
retail outlets both within and outside the municipal limits. 

Taking into account the fact that the total number of retail out-
lets operated by the Corporation increased substantially from 1048 on 
1st January, 1967 to 3349 on 3-1stDecember, 1973, IOC has been able 
to improve its -per pump throughput of MS and reduce the disparity 

·Not vetted by Audit. 
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between the industry and its own average monthly sales . per retail 
outlet. In 1972, IOC's average sale of MS per retail outlet on an All 
India basis was 13 kl. per month as against 17 kl. for the industry. 

Since November 1969, IOC has given greater consideration to the 
need for fulfilment of various social objectives. Most of the new re-
tail outlets planned since 1970 onwards have been awarded primarily 
to unemployed graduates a·nd Defence personnel as a matter of 
policy, to help relieve unemployment amongst the educated youth 
and for the rehabilitation of war affected Defence personnel and their 
dependants. These dealers had to face severe competition from the 
experienced dealers of the other oil companies and being completely 
new to the business haVe been at a disadvantage. A new retail outlet 
usually takes two to three years to pick up the sales in any market 
and ~ith these additional handicaps, the growth in sales from these 
retail outlets have been below normal and several of them have still 
to reach forecasted sales levels. Even so, during the year 1973, IOC's 
performance of monthly MS throughput per retail outlet increased 
in Calcutta to 23.8 kl., Delhi to 52.7 kl. and Madras 26.3 xl. The 
throu,ghput in Group-B towns increased from 19 kl. in 1972 to 221 kl. 
in 1973 and in Group-C towns increased from 10 kl. to 11.1 kl. 

It may be noted that the selection of retail outlet sites is made 
by IOC after examination of several factors such as the existing land 
available, need for representation in t~e trading area, traffic poten-
tial, rentals demanded by the landlords and other related factors. 
Even so, some of the well-located retail outlets may become unprofit-
able later on due to unforeseen developments ,such as shift in octroi 
barriers, road-widening schemes, development of by-pass or feeder 
roads, which would consequently considerably reduce the available 
trade potential. . , 

The recent study on the profitability of selected retail outlets con-
ducted by IOC during second half of 1973-74 showed that the sales of 
nil return and low return retail outlets are improving and the num-
ber of such outlets is on the decline. The· position is under constant 
review and such retail outlets as can not be improved are being de-
commissioned. 

[Ministry of petroleum and Chemicals O.M. No. 18-54012/5/'14-
IOC dated 14th' November, 19741. , 

Recommendation Sl. No.5 (Paragraphs ·3.23 & 3.24) 

The Committee also note that uridera recent agreement betwee.n 
I.O.C. and Caltex, the latter would be transferring 143 of their 
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retail outlets to the I.O.C. The Committee, however, find that 
. thes~ outlets are generally not in areas where there was high con-
sumption of motor spirit and only 10 of thm are located in metro-
politan cities. The Committee feel that IOC/Ministry should have, 
in the light of their experience so far, persuaded Caltex and 

.' secured more outlets in high consumption areas. 

The Committee also find that although the outrigllt sale of 
motor spirit to .Cal~ex had been stopped Caltex would be giving in 
exchange products which would give IOC a gross margirt of only 
13.45 per cent of the margin on motor spirit supplied to them 

. (Caltex). The Committee see no justification why Caltex could 
not have been persuaded to give products in exchange which would 
have given 1.0.C. an equal margin of profit. 

Reply of Government 

Negotiations were held with Caltex for the sale/transfer of as 
many retail outlets as were necessary to meet the quantum of 
motor spirit mutually agreed to be surrende~ed by Caltex of IOC. 
Within this framework Caltex were pressed to pass on to IOC as 
many retail outlets with high volume sales in metropolitan cities 

. and other major towns as possible. After prolonged discussions an 
agreement :for the sale/transfer of 173 retail outlets/consumer 
pumps was finalised on the basis of transfer of retail outlets broad-
ly in. geographical areas. Even so, IOC was able to secure Caltex's 

.·consent to hand ov.er 10 retail outlets in the foul' metropolitan 
dties and 21 outlets in BIGroup towns. Caltex was not agreeable 
to part with retail' outlets in different trading areas on a selective 
basIs. 

The purchase pri~e: payable by IOC for the outletsag:teed to be 
transferred byCa~te~was determined as follows:- ' 

1. In the case of civil works, on the basis of the current re-
placement value of such works minus of observed depre-
ciation calculated on prevailing income-tax rates. 

2. In the case of equipment, plant, machinery and fittings, on 
the basis of original cost paid by Caltex minus the depre-
ciation on prevailing income-tax rates for the period 
between the installation of these items and the date of 
handing over the facilities to IOC. 

Thus the amount payable to Caltex was considerably lower 
than. the cost of putting up new retail outlets in these areas. This 

1196 LS-5. 
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gave to the IOC, a Certaln economic advantage in lieu of which the-
margin of 73.45 per cent accruing to IOC on similar/dis-similar' 
product exchange was accepted. 

[Miny. of Petroleum & Chemicals O.M. No. IS-54012/5/74-IOC,. 
dt. 21-10-1974]~1 

Recommendation Sl. No. 7 (Paragraph 4.16 and 4.17) 

The Committee note that prior to 1st June. 1970, the pricing of 
petroleum products was on the principle of import parity and the 
pricing joints were the 8 main ports. The supply areas were 
demarcated on the basis of equal costs lines. From 1st June, 1970,. 
the inland refineries also became pricing points in addition to the' 
main Ports and the Supply areas were redefined also on the basis 
of equal costs lines. Under the pricing formula the cost of move-
ment within the economic supply area and inter-zonal movement 
within the supply area towards the cost line was included in the 
selling price and movements outside these areas involved additional 
expenses and therefore under-recoveries. The Committee note 
that with effect from 1st June, 1970, the Government of 
India introduced a "freight surcharge" pool scheme to c')m-
pensate such under-recoveries and tl'1e oil companies could 
adjust under-recoveries on account of only authorised movements 
of petroleum products as decided in the Monthly Supply PIe 
meeting. Government also laid down certain norms which are uni-
formally applied to all the companies for regulating these under .. 
recoveries from the Freight Surcharge Pool. The Committee find 
that since the introduction of the freight surcharge pool, a sum of 
Rs. 41.10 crores had been reimbursed to the IOC till 31st March. 
1973, and Rs. 1.22 crores could not be adjusted against the freight 
surcharge pool as it pertains to unauthorised railway movement or 
the coastal movement of the products not conforming to the norma 
laid down by Government. 

The Committee stress that the Corporation should exercise 
strict control over the movement of the products and should plan' 
their movements suitably to ensure that unauthorised movements 
not reimbursible from the Freight Surcharge Pool are kept to the 
minimum, so that the Corporation is not unnecessarily saddled 
with such expenditure. 

Reply of Government 
Noted. At present, movements decided in the supply plan' 

meetings convened by the Ministry of PlcC, qualify automatically 
for reimbursement. 
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In case after the supply plan meeting, changes in the pattern of 
POL movement become necessary, Railway Inland Petroleum 
Movement Committee in consultation with the Ministry of P&C 
issues revisions in the pattern of POL movement which automati-
cally qualify for reimbursement from FSP. In cases where IOC 
is not able to obtain prior approval because of certain reasons like 
break in the channels of communication etc., details are communi-
cated by roc to Railway Inland Petroleum Movement Committee 
New Delhi and the necessary ex-past-facto approval/authorisation 
is obtained. 

As far as the Coastal movement is concerned, integrated coastal 
tanker movements are programmed by convening an, industry meet-
ing and the movements finalised in this are approved by the 
Ministry of P&C which qualify for reimbursement from the FSP. 
In case some changes are required to be made in the movement 
plan necessary clearance is obtained by the IOC from the Ministry 
of P&C. 

i.." 

Under the above system, it is expected tlJ.at there would be no 
large scale unauthorised movements not qualifying for reimburse-
ment from FSP. 

[Miny. of PetToleum & Chemical O.M. No. IS-54012/5/74-IOC, 
dt. H-IT-1974] 

Recommendation SI. No. 12 (Paragraph 4.51) 

The Committee regret to note that although the prices fixed by 
the OPC envisaged that recovery of retail pump outlet charges in 
respect of MS & HSD should include free delivery within a round 
trip of 39 KM. from the storage point and actual transportation 
charges in respect of road delivery beyond the above distance, no 
records were being maintained by the Corporation to segregate 
the expenditure on transportation within an outside the free deli-
very zone and the Corporation has been charging a uniform rate 
of 18 paise per KL/KM in respect of delivery beyond the free de-
livery zone. The Committee were informed that' the actual cost of 
transportation includes other elements which could not be accurately 
determined and levy of flat rate was as per the practice which had 
been in force for a long time. The Committee feel that. in case, 
there were genuine difficulties in maintaining proper accounts so 
as to ensure recovery of actual charges instead of flat rate, there 
was hardly any justification for accepting in toto the recommen-
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dati~n of the Oil Price Committee which in the opinion of the 
Mimst~ cannot be implemented. They desire that this matter may 
be consIdered by the next Oil Pricing Committee to remove th~ 
present anomaly. 

Reply of Government 

The matter has been referred to the new OPC for considera-
tion. 

[Miny. of Petroleum & Chemicals O.M. No. 15-5401215 I 74-IOC, 
dt. 14-11-1974] 

Further information called for by the Committee 

The Ministry have stated that the matter has been referred to 
the new OPC for consideration. The findings of new OPC in the 
matter may please be intimated. 

[L.S.S. O.M. No. 13-PUI74, dt. 16-12-1974] 

Reply of Government 

The matter will be covered in the final report of the new Oil 
Pricing Committee which is expected by end 'of September, 1975. 
Further information would be communicated to the Committee on 
receipt of the OPC report. 

[Miny. of Petroleum & Chemical O.M.No. L.S.-541G1215174-
IOC, dt. 28-2-1975] 

Recommendation SI. No. 14 (Paragraph 4.79) 

The Committee also regret that the Corporation also suffered 
loss of charter hire on account of the detention of company's tankers 
at Cochin to the extent of Rs. 5.73 lakhs as the agreement with 
Cochin Refineries Limited did not provide for the recovery of such 
l~ses. According to IOC the absence of proviSion for recovery 
of hire for detention period has !to be viewed in conjunction with 
difficulties in positioning the tanker according to schedule. The 
Committee do not consider these difficulties to be unsurmountable. 
They would urge that measures should be taken by the Corporation 
with a view to improvmg the situation to avoid the loss of charter 
hire. 
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Reply· of Government 

Several measures have been take~to improve the utilisation of 
tankers. These include the optimisation of tanker movement, im-
provement of storage and pumping facilities at Ports to facilitate 
faster loading and unloading and thereby increasing the turn-
around time of vessels and the improvement of Port facilities to 
handle the tankers, thereby decreasing the detention time of 
tankers at Ports. In some cases, IOC have put tankers on combin-
ea black oil and white oil which would facilitate simultaneous 
discharge, thus reducing pumping time considerably. A continu-
ous watch is kept to bring about increase in the productivity of 
tanker movements. A close liaison is also kept with the Ministry 
of Shipping and Transport with a view to bring about improve-
ments in this regard. A provision in IOC's agreement with the 
Cochin refinery for reimbursement of tanker detention charges due 
to the non-availability of product, will correspondingiy make the 
IOC liable for any loss suffered by the refineries due to delay in 
positioning of tankers or otherwise non-adherence to the original 
schedule to be indicated in advance. Although several measures 
have been taken by IOC and the Government to improve the utili-
sation of tankers, yet adherence to a predetermined schedule is 
not always possible, due to the present port facilities and the un-
satisfactory performance of some of the vessels on which IOC is 
dependent. 

[Miny. of Petroleum & Chemicals O.M. No. IS-54012/5/74-IOC. 
dt. 14-11-1974] 

Recommendation SI. No. 15 (Paragraph 5.21) 

The Committee find that the Freight Surcharge Pool Account 
was created by levying a surcharge on the petroleum products 
with effect from 1st June, 1970. They, however; regret to note 
that instead of finalising the rules for the operation of the account 
immediately after the scheme was introduced, it took the Govern-
ment about two years to frame the detailed rules for the operation 
of the account and the procedure to be adopted for withdrawals 
therefrom. Pending Ministry's clearance of inter se agreement 
between the oil companies, the individual oil companies were 
allowed to keep the sur,l>lus with them and it was only after the 
Ministry's approval was given on 10th April, 1972 that the Com-
panies deposited in the bank in April, 1972, a sum of Rs. 6.44 crores. 
The Committee regret to point out that the delay in the flnalisation' 

*Not vetted in Audit. 
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of the inter Be agreement resulted in an interest free used of the 
surplus fund by the oil companies till April, 1972. The Committee 
are surprised to find that even after this. Government ~ould not 
take a decision regarding utilisation of the surplus fund till April-
May, 1973 upto which a sum of Rs. 11.03 crores remained in cur-
rent account with State Bank of India resulting in loss of interest 
to the extent of Rs. 62 1akhs. 

(Paragraph No. 5.21) 

Reply of Government 

The FSP surcharge scheme was introduced from 1st June, 1970 
by levying a surcharge of Re. 10 per KL/MT on all the bulk re-
fined petroleum products excluding Avgas Grades & Bitumen. 
Bitumen was included in the scheme from 1st July, 1970. The oil 
companies were asked to maintain two separate accounts viz. one 
for products other than Naphtha (Ace No.1) and the other for 
l'taphtha (ACC No.2). 

2. In letter No. 1/6/7O-PPD, dated the 4th June, 1970 the oil 
companies were intimated the norms for claiming reimbursement 
from the FSP Account. 

3. The FSP Account for products other than Naphtha, showed a 
deficit of Rs. 158.46 lakhs in May, 1971. Consequently, the FSP 
surcharge was increased to Rs. 1'5/KL/MT with effect from 28th 
May. 1971. 

4. The balances in the FSP Accounts for each quarter from 1st 
June, 1970 to 31st March, 1972 are given below:-

Period 

I 

PSP (Productl) 
Cumulative 

a 

-1°"31 -183'97 

FSP (Naphtha) 
Cumulative 

3 

+39'45 
--_ .. ----------------



I 

1-1-71 
to 
31-3-71 

1-4-71 
to 
3O-~71 

1-7-71 
to 
30-9-1 I 

I-IO-1:a 
'co 
31-12-71 

1-1-72 
,to 
31-3-72 

2 

+39'51 

+43'17 

+126'84 

+174'45 

63 

--
3 

-144'46 -11'99 +27'46 

-101'29 +17'94 +45'40 

+25'55 +26'91 +72'31 

+200'00 +52-r5 +124'46 

5. It may be noticed that upto August, 1971, the FSP Accounts 
put together were in deficit. Only from September, 1971 onwards, 
there was progressive accumulation of credits in these Accounts. 
As mentioned by Aadit, the surplus in these Accounts were deposi-
ted in the bank in AprU, 1972,. The earlier deficits more or less 

. match with the later surplus. The delay in the flnalisation of the 
inter-se agreement had not significantly resulted in an interest-free 
'use of the surplus funds .• 

[Min, of Petroleum & Chemicaus O.M. No, IS-54012 (4) /74-IOC, 
dt. 1-1-1975]. 

Recommendation Sl. No. 15 (Paragraph 5.23) 

The Committee find that a sum of Rs. 7 crores had been advanc-
-ed as loan to the Calcutta Port AuthOrity to provide funds for 
·dredging operations. The Committee feel that funds for such pur-

• At the time of flCtU8l verificatioD, the Audit pointed out .. folloWf :-

.. The brat up ofthe overall deficits ill FreiJht Surcharge Pool accounts betwftD 
I. O. C, and private on Complllliea WII obtained by the PriDdpal Audit 
0fIicer from the recorda of the I. O. C ... per statement eDdOlCd. It will 
be seeD from the detUla given in the statemeDt thac the private oil companies 
had derived belldit by use of aubstaDtiai fuDda {meRIt free. In n$ of 
poIItion, the MiDiatry'1I statemdlt that the delay in the ftnaIieariCD of the 
the I"ter-,. agreemeDt had DOt significantly resulted In aD Intere'~free 
use of the sUrplus funda, it ta not c»rrect. The MfD11tl'7" reply may pleale 
. be modified aa:ordinaIy ". 
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poses should have appropriately been found from the annual budget 
of the Port Trust Authorities with proper financial sanction and the 
Freight Surcharge Pool Account should not have been utilised for 
tiding over temporarily the ways and means position of Govern-
ment. The Committee would,like to be informed whether the tem-
po'rary loan of Rs. 7 crores has since been recovered in full. 

Reply of Government' 

Calcutta Port Commissioners were sanctioned a temporarY:ioan 
upto a limit of Rs.6.60 crores from the F.S.P. Funds for expediting 
dredging operations at Haldia Port. The Calcutta Port Commis-
si0n.~rs, however, availed of a loan of Rs. 4.10' crores only during 
the period from 15-11-73 to 30-3-74. The entire amount with in-
terest was repaid in full to the F.S.P. in May, 1974. 

[Ministry of -Petroleum & Chemicals a.M. No. IS-54012/5174'-IOC, 
dated 21-10-1954.] 

Recommendation Sl. No. 19 (Paragraph 5.57) 

The Committe'e find that in respe~t of lubricants, greases and 
sp~alities the pricing formula provided a s.ystem of block control 
On marketing and distribution charges and profit per unit ,or diffe .. 
rent products falling in each group. The oil companies were per-
mitted to fix the prices of individual products under each group 
in such a manner that after meeting the actual costs, the balance 
left for all the products under anyone group did not exceed the 
distribution: and profit margin per unit permitted by the Oil Pric;:e 
Committee. However, the actual profits made by the oil companies 
exceeded the permissible limits and since the oil companies failed 
to make voluntary reduction in prices as and when called for, there 
was large aecumulation of super profits by the private oil' com-
panies in spite of Government having levied non-recoverable addi-
tional ciuties. -

Reply of Government 

This problem was examined' by a C.ommittee of Officers of the 
Ministry of Petroleum & Chemicals. alid the Ministry of Finance. 
As 'per their recommendation, the Oil companies ha,ve been asked 
to credit/debit their cumulative over or under recoveries in th~ 
Block Control as on 31-12-72 to the C&F Adjustment Account. Tlus 
has been agreed to by all the oil companies and is being implement--
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ed. For the period 1-1-1973 onwards also the oil companies have· 
agreed to adjust the net debit/credit to the C&F Adjustment 
Account. 

[Ministry of Petroleum & Chemicals O.M. No. IS-54012/5174-IOC. 
dated 21-10-1954.] 

Recommendation Sl No. 19 (Parqraph 5.58) 

The Committee also find that the Corporation requested Gov-
er~e~t in October, 1969 to review the entire 'scheme of pricing of 
lubricants, greases and specialities. The Corporation again repre-
sented, to Government in March, 1972 as the Corporation was re-
quired to pay non-recoverable duty during 1971..172 without any 
super profit balance to be absorbed, unlike other oil companies who 
made super profits in earlier years suitable mechanism might be 
evolved to set right the imbalance. The Committee regret to note 
that no immediate action was taken by Government in this regard 
and it was only on 30th July, 1973 that instructions were issued by 
the Ministry directing all the oil companies to credit/debit the over-' 
recoveries/under-recoveries t~ C&F Adjustment Account. The: 
Committee regret to note that the long delay in taking a decision in 
this regard had resulted in giving the benefit of use of large surplus 
funds to the private oil companies. 

Reply of Government 

Government have reviewed from time to time in the past, the 
net position of the over-recoveries with the oil companies in the 
Block Control, on the lube oils and greases. As a result of this 
periodical review, rates of additional (non-recoverable) duties have 
been fixed from time to time, for mooping up the super profits. The 
rates of duty are determined on the net position for the industry 
as a whole, since different rates cannot be levied for different com-
panies'. This was' found to be inadequate, inasmuch as the impact 
of the duties on individual companies was felt unevenly, since the 
quantities of sales for the different companies varied. 

2. Government were anxious to mop up quickly the substantial 
over-recoveries with the oil companies upto the end of 197()..71 and 
the estimated amounts beyond that period. The matter was review-
ed in consultation with the Ministry of ,F!A~nce, and additional (non-, 
recoverable -duties on lube-oils were increased by Rs. 71.20/MT. or 
Rs. 60.60 per KL with effect from 3-9-71. 
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3. Further, a high powered committee consisting of officers of 
this Ministry and the Ministry of Finance was set up on 3-11-71 to 
.determine the quantum of over-recoveries of the oil companies (in-
.eluding IOC) in the Block Control on Lubricants and Greases and 
to suggest suitable and equitable methods of mopping them up. 

4. The Committee on Block Control submitted its Report on 
:21-6-1973, the main decisions/recommendations thereof were imple-
mented on 30-7-1973. Action has been taken regarding the surplus 
funds with the Oil Companies, 'Vide Government's reply to para 5.59. 

IMinistry of Petroleum & Chemicals O.M. No. IS-54012/5174-IOC, 
dated 14-11-1974.] 

Recommendation Sl. No. 19 (Paragraph 5.59) 

The Committee also note that although the over-recoveries were 
required to be credited to the C&F Adjustment Account within two 
months from the date of the order, it had not been done so far and 
the private oil Companies had inter alia represented that payment 
in one instalment would seriously impair their ways and means 
position. They were, therefore, negotiating with IOC to pay the 
;amount in instalments. The Committee would h'ke that a deci-
:sion in this regard should be taken early and put into force. 

Reply· of Government 

The three oil companies viz., Burmah-Shell, Caltex and the erst-
while Esso, requested the Government for permission to credit the 
.cumulative over recoveries as on 31-12-72 in the Block Control Ac-
count to the C&F Adjustment Account in instalments. After due 
consideration, all the three companies have been allowed to credit 
the over-recoveries in 2 equal instalments. Esso have already cre-
dited both the instalments in full Burmah-Shell have credited the 
first instalment in the first quarter of 1974. The second instalment 
is to be credited by them by 31-3-75. Caltex have paid the first 
instalment. The second instalment is to be paid before 31-12-74. 

'[Ministry of Petroleum & Chemicals O.M. No. IS-54012/5174-IOC, 
dated 21-10-1954.] 

*Not vetted in Audit. 
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Further information called for by the Committee 

In reply, it has been stated that the Bunnah-Shell have credited 
the first instalment in the first quarter of 1974. The second Instal-
.ment is to be credited by them by 31-3-1975. Caltex have paid the 
first instalment. The Second instalment is to be paid before 
.31-12-1974. 

The Ministry may please intimate the latest position in the mat-
ter. 

[L.S. Sectt. 1S-PU /74 dated, 24-6-1975.] 

Reply of Government 

Caltex have paid both the instalments each one being of 
.Rs. 98.42 lakhs. 

Burmah-Shell has credited the first instalment of Rs. 82.52 lakhs 
in the first quarter of 1974 .and the second instalment of RI. 82.51 
'1akhs in the first quarter of 1975. 

[Ministry of Petroleum and Chemicals O.M. No. 18-54012(5)/74-
IOC, Dated, 24.7.1975] 

Recommendation SI. No. 20 (Pararraph 6.3) 

The Committee regret to note that in spite of their recommenda-
tion in their 35th Report (Srd Lok Sabha) in March, 1967 that strict 
control over costs should be ensured it was only from 1969-70 that 
accounting system integrating both cost and financial accounts has 
been introduced. It has been admitted by the Management that the 
present system does not cover many other aspects of cost analysis 
and there is scope for improvement. The Committee need hardly 
emphasise the importance of having a systematic analysis of costs 
of all the significant aspects of the undertaking so that it can be a 
real aid to management to judge and improve the working of the 
organisation. They desire that necessary measures should be taken 
without delay to remove the deficiencies in the existing costing sys-
tem. The Committee are not convinced that at least some analysis 
·of the other aspects of cost is not possible till the computer is instal-
led. The Committee would like the Corporation to improve the 
costing system within the existing resources so that it serves as an 
effective tool of management control to effect economies and im-
prove efficiency. 
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~ply of· ~erDlDent 

Cost statements on quartely basis are prepared for each cost 
centre e.g. Depot, Installation, District Office and Branch Office~ 

Further, a system has been introduced at the Branch Office, Instal-
lation and Du.trict Office to review the controllable expense via.a-vis 
budget, on a monthly basis. 

A complete review is being made of IOC's Management Informa. 
tion Systems with a view to redefine priorities, cut out non-essen-
tial reports, change the contents and formats of Reports and pro-
duce Repotts which are essential for Management decision making. 
Refinement of cost reports will be done to the maximum extent 
possible within. the total avaiiable·tnean~. 

[Ministry of' Petroieu.m & Chemicals O.M. No. IS-54012/5174-IOC,. 
dated 21-10-1954.] 

. Reeommelitlltien SI. No. 21 (Paragraphs 6.11 and 6.12) 

The Committee find that based on the annual accounts, the net 
profit earned by the:Marketing :£)fvision of IOC was Rs. 3341.77 lakhs 
during 197·:z.:7Jas compared to Rs. 2036.82 lakhs during the previous 
year. However.the profit .as shown in the accounts is the net result 
of interaction bf a numb~r of variable factors operating in different 
years. According to IOC, after taking into consideration the impact 
to. quantifiable variable factors like non-recoverable duty, reim-
bursement of ;ecoveries from pool/accounts/surcharge schemes etc., 
the adjusted profit [or 1972-73 would amount to Rs. 3047.42 lakhs. 
On the other hand, the adjusted profit for the year on the lines indi-
cated by Audit' would be 'still lower i.e. only Rs. 1429.07 lakhs. 

In the opinion 'of the Committee, the profit or loss as indicated 
in the accoWlts of the Corporation is not a true index of the effi~ 
ciency of ~ working of the Marketing Division of the Corporation. 
The Committee recommend that for a proper assessment of the 
working results of, the Marketing Division and to have a realistic 
appreciation of ~he financial position of the various activities from 
year to year, the Corporation should prepare a variance analysis 
showing the impact of changes in various factors like sales volume, 
product-mix, rate variance, a margin variance, movement and dis-
tribution pattern and change in pricing points etc. on the profits of 

·Not vetted in Audit. 
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the Division. This would help the management in locating areas 
where improvements could be effected so that swtable measures 
.could be taken in time. 

Reply of· Government 

The volume of sales handled during the year 1973-74 was of the 
()rder of Rs. 1156 crores, involving a physical volume of 16.1 million 
KIs. This volume was spread through the length and breadth of 
the c~untry and handled by 139 Depots, Installations and Refinery 
points, and moved through several inland and off-shore modes of 
transport. The basic ceiling selling prices of bulk petroleum pro-
ducts ex-main storage pOints are fixed by the Government. These 
prices allow a certain fixed marketing margin per KL/per Tonne 
to the Oil Companies. The Oil Companies have, thus, to operate 
within these margins. If they economise on the expenditure on 
handling distribution and administration it goes to their advantage. 
Thus there is an in built machanism to pursuade the Oil Com-
panies to work economically with the least cost so as to maximise 
their profits. 

While the need for Variance Analysis, as recommended by the 
Committee, is fully appreciated by the Management of IOC, it will 
be realised that the volume of transactions involved is so great that 
it will b~ almost impossible fo do everything manually. However, 
in matters which have a direct financial bearing on IOC's opera-
tion'S, Variance Analysis is worked out, e.g. under-recoveries are 
established and are taken up with the Government for provision of 
relief and for control of such under-recoveries by adoption of diffe-
rent methods of operations. 

No effort will be spread to implement the additional analysis to 
the extent possible within the limitations of the data processing 
facilities available'. A complete rcvbw of the Management Infor-
mation System is also being made for this purrose. Corporation 
will also endeavour to enlarge the scope of varbtion analysis as 
and when improved Data Processing fs;mties ar~ available, ' 

[Ministry of Petroleum & Chemicals O.M. No. IS-54012(5) /74-IOC, 
dated, 4-1-1975] 

·Not vetted in Audit. 
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Recommendation 81. No. 22 (ParaJl'apbs 6.28 and 6.Z9) 

The Committee find that the total amount of out-standings, ex-
pressed in terms of number of days' sales, have gradually come 
down from 22 days as on 31st March, 1969 to 10 days as on 31st 
March, 1973. However, in respect of private parties there were 
heavy outstandings and these had gone up from Rs. 7.50 crores as 
on 31st March, 1969 to Rs. 10.41 crores as on 31st March, 1973. The 
Committee regret to note that there were 45 private parties against 
whom the amount due was more than Rs. 1 lakhs and the amount 
was outstanding' for more than 30 days. As on 31st March, 1973, 
the total amount of book-debts outstanding for more than six months 
was as high as Rs. 5.69 crores. 

From some of the illustrative instances which came to the notice 
of the Committee, they regret to note that, in several cases, the 
Corporation failed to make proper enquiries into the credit worthi-
ness of the customers before granting them credit facilities. It is 
also surprising that the credit facilities were continued to be given 
to the customers even where they failed to make payment as per 
the terms of credit facilities laid down by IOC and in one instance 
the credit facility was not withdrawn even though the credit in-
vestigation report did not justify granting credit facilities to the 
customer. The result has been that there were several cases where 
legal proceedings had to be resorted to for realisation of dues which 
means heavy expenditure on litigation. An amount of Rs. 1.20 
crores was considered doubtful of recovery as on 31st March, 1973. 

Reply ot- Government 

As the figures quoted by the Committee will show, sustained 
efforts are made by the IOC to reduce outstandings. There have 
however been some unfortunate cases in the past where the credit 
limit was not adhered to or where the customers failed to pay after 
taking the product which ended up in legal action having to be 
taken for recovery of amounts. IOC is constantly endeavouring to 
effect improvements in this regard. Field staff have been given 
instrulZtions to strictly adhere to the credit policy laid down. 

[Ministry of Petroleum & Chemicals O.M. No. IS-54012 (5) /74-IOC, 
dated, 21-10-1974:]. 

-Not vetted in Audit. 
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Further information called for by the Committee 

In reply it has been stated that the field staff have been given' 
instructions to strictly adhere to the credit policy laid down. A 
copy of such instructions may please be supplied. 

[LSS. O.M. No. 13-PUI74, dated 16-12-1974]. 

Further Reply of Government 

The credit policy followed by the IOC has been tightened con-
siderably during the recent past. A circular issued by the Head 
Office of IOC to all the Regional Managers on 18th March, 74 laying 
down the new credit policy is enclosed (Appendix VI). The Regional 
Offices have in turn impressed upon the locations to strictly adhere 
to the new policy and this has been stressed at the periodical con-
ferences held of sales personnel, both at the HO and Regional 
Offices. A copy of the circular issued by the Western Regional 
Office dt. 19-3-1974 is also enclosed for information. (Appendix VII). 

[Ministry of Petroleum and Chemicals O.M. No. IS-54012/4~74-IOC, 
dated 28-2-1975]. 

Recommendation SI. No. 27 (Paragraph 7.61) 

The Committee also take a serious view of the fact that in 
several cases IOC sold lubricants and greases below the cost of pro-
duction without the approval of the Board of Directors although 
such sales below cost were not within the powers delegated to the-
Managing Director. It was only in February, 1973, after the mat-
ter was raised by Audit that a general note on sale of lubricants 
was submitted to the Board of Directors requesting them to regula-
rise loss in the earlier years and to continue the sale of lub oil at 
prices fixed by the Government from time to time. The Committ.ee 
are informed that the matter was referred by Board to the Finance' 
Director and is awaiting re-consideration by the Board in the light 
of the observations of the Finance Director and the comments of 
the Management thereon. The Committee would like to be inform-
ed of the final out-come in the matter, and the action taken to re-
gularise these sales. 

Reply of Govemment 

Under the Block Control System, the oil companies were given' 
• margin fixed by the Government on the volume of sales of aU' 



72 

. ..categories of lubricants in totali'ty, and prices of each type of oil 
were, however, left to be fixed by the company concerned. - The 

.. prices of· these oilS were determined by the market forces. Some 
premiumgrad~ oils were sold well above the cost and some of tbe 
secondary grade oils were sold below the cost, but the fixed margin 

.on the total sales pf lubricants was not allowed to be exceeded. 

2. Although lac entered into the sale of lubricants business in 
1962-63, ~t's volume of. sales, however, went up only from the year 
1966-67 onwards. (h'cr thc yelrs, lac found out from experience 
that the other oil companies had accumulated large super profits 
and were thus able to sell secondary grade lubrican·ts at low prices 
in order to reduce their super profits. laC, at that stage, being a 
market follower, had to fix the prices of lubricants at par with the 
prices already fixed by the private oil companies. The question of 
orivate oil companies accumulating super profits was examined by 
the Government. Orders were issued freezing the prices of various 
categories of lubricants prevailing as on 1-5-1970 and levying non-

. recoverable duties in order to mop up the super profits of the oil 
companies. 

3. The intention of these orders was that the private oil com-
~anies should make losses and thereby dissipate their super profits. 
This however had the effect of dissipation of laC's super profits at 
e faster rate as compared to other oil companies since laC's share 
in secondary grades of lubricants was much higer. However, roc 
has obtained necessary credit of Rs. 6,89 crores in respect of losses 
incurred by it on the sale of lubricants upto 31st March 1973 and 
processing margin in respect of blending at the Madras Blending 
Plant. 

4. With regard to the prior approval of the Board of Directors 
not being taken on sales below cost and that such sales were not 
within the power delegated to the Managing Director, the Board 
of Directors have reiterated that such sales were inherent in the 
system of block control. In view of the factors' mentioned above, 
the Board of lac has accorded its ex-post-facto approval to the sale 
of lubricants in the past below cost. 

{Ministry. of Petroleum & Chemicals O.M. No,' 15-154012 (5) I74-IOC, 
. dated, 4-1-1975]. 
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Recommendation SI. No. 30 (Parall'aph 8.30) 

The Committee also note that Government have already decided 
to purchase 74 per cent of the shares of ESSO and pay them the re-
quisite compensation in this regard. The Committee suggest that 

. Government should take this opportunity of settling the dues out-
standing against ESSO before the amount of compensation is finally 
paid to the firql. ' 

Reply of Government 

The matter has been considered by the Government IOC has also 
consulted its solicitor on this matter. Under the pricing system in 
vogue for the sale of lubricants, the marketing margin including 
the profit element to which an oil company is entitled to is directly 
related to the volume of lubricants sold and not the value thereof. 
The marketing company is entitled to a gross margin of Rs. 1(l7.72 
per kl. and the balance realisation as well as expenditure (other than 
that covered by gross margin) is credited/debited to the block con-
trol account. Therefore, under the block control system, ESSO can 
not make any adventitious gain or loss on account of changed value 
of product. Sales tax liability, if any, leviable on such transactions, 
1s also to be treated as a cost element and can be debited to the 
Block Control account. In view of the above, no adventitious gain 
or loss can accrue to ESSO in a final settlement of this deal. 'The 
question of making any adjustment from the compensation payable 
to ESSO would not therefore arise. 

[Ministry of Petroleum and Chemicals O.M. No. 54012(5)/74-IOC, 
dated 6-2-1975]. 

Recommendation SI. No. 33 (Paragraphs 8.M and 8.55) 

The Committee regret to note that the IOC agreed to sell im-
ported aviati:on gasoline to Mis. ESSO as Motor Spirit without carry-
ing out any tests on their own as to whether the product had actual-
ly gone off the specifications resulting in a loss of Rs. 73000 to the 
, Corporation. The Committee have been informed that the officer 
and the branch concerned had been cautioned for this error. 

The Committee are also surprised to find that although the sale 
had been made in July, 1969, the approval of the Board for writing 

. off the loss has not been obtained so far. There were other cases 
also where sanction of the competent authority for writing off 

'similar losses was taken after a long time. The Committee would 
like to be informed of the reasons for the inordinate delay in placing 
the matter before the Board. 
1196 LS-6. 
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, " --Reply· df Government 

The aeP.-roval of the Boani'of D1Tectors for wri"tiIlg:oft- a loss oC 
Rs. 73,(l5i .re~ulting frotiT 315.595 Kl. of Av. gas 1151145 going off-
spec. at Bombay as 'siflce been obtained pn l~th November, 1973. _ 

IOC's Western ~Bra~ch ~dvised the Head -Office on 19th August~_ 
1969 that the' Av. gas stored in ESSO tank had gone oft-spec. for sale;-
Certain clarifications were sought from the Branch which are 
received only by 20th April,- 1971-" The Managing Director, while' 
giving the concurrence in principle, QP 12th August, 1971 for the 
write-off a'mouht, ··ordered that furth~r investigation should be 
conducted intb the incident., There was prolonged correspondence 
on this subject and detailed enquiries werE!{ made on several aspects-
of the case. The Managing Director's approval ' to this case was' 
finally given on 12th April, 1973, after which proposals were sub-
mitted to the Board for approval of ~he •. write-off. -.. -' 

It is ~e~eited that. there was an unfortunate- delay in finalising 
this ma~ter. The .main reason for this delay was the inadequate 
system -and procedures. which made post facto inve.>tigation into' 
details extremely difficult. This aspect has now been' rectified. 
Instructions have also been issued that necessary action should be 
tlken wit~out delay, to C;pnpuct full and detailed inVestigation into-
such cases and. to process write-oft ptoposals for managment's-
approva~ quickly, .... ' 

[Ministry of Petroleum and Chemicals O.M. No. IS. 54012(5) /74-.. ' . IOC, dated 21-10-1974]., 

Recommendation 81. No. 33 (Paragraph 8.56) 

The qp~t~~:a_ note tpat' ther.ewere al'SO -other '(:iases where' 
avi3.tion gasoline had to be down-graded because o~ long storage 
resulting in a loSs' of Rs. 7.06 lakhs. The CtlInmitee recommen4 
that these caseg· ~\lld 'be' investigated and the CommH'tee informed" 
of the outcome.' The CorporatIon "sh6uld take steps io ..t~x suita,ble 
period/norms for storage of aviation' g'ss?lfnE7. a,nd, 'a15.o. f~r p~r.!?~icali 
inspe~tion of;- the products with a.v~ew -to ~s~dng that aVlatIon 
gas.)line etc; dO' :n6t . go Off 'specifications during -storage . 

. ' :B£'ply of Gpv'erQleilt 

2891:389 'kl. 01 Av'. gas 10'0/130 'went of 's'peciflcatio'n ,at IOC'1t: 
Korukkupet Tenriinal: 'Madras ori- 27':1-,1970. Af~~. iaking.' into-

1/ .• ~: - .• ~"'.' '" __ ---. _ 

-·-N-ot-vettedib, Audit. " ," - , ,_ '~~:,l ;\ ::,::.';"" 
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account the recovery of Rs. 30,000 made subsequently, the corpo-
ration suffered a loss of approximately Rs. 6.76 lakhs on this ac-
count. Reasons fol'- product going off-specification were fully in-
vestigated and' it was established that all possible precuations and 
quality control procedures had actually been taken. It was con-
cluded that the deterioration of· product was basically due to the 
instability of product arising out of prolonged storage. 

'Detalied instruc,tions have been issued to the field staff to exer-
cise maximum cai~ to ensure that quality control tests of products 
in storage tanks are conducted at specified intervals. IOC has 
taken in hand the preparation of a Quality Control Manual which 
will set forth v,arious precautions to be taken during the receipt, 
storage and distribution of all products. Instructions have also 
been issued that necessary action be taken witJoiout any delay to 
process write-off proposals and obtain maAagement's approval. 

[Ministry of Petroleum & Chemicals, O.M. No. 15.54012(5),"14-
IOC, dt. 14-1'1-1974}. 

Further information called for by the Committee 

In the reply it is stated that IOC has taken in hand the prepara-
tion of a Quality Control Manual which will set forth the various 
precautions to be taken during the receipt, storage and distribution 
of all products. Instructions have also been' issued that necessary 
action be taken without any delay to process write-off proposals 
and obtain' management's approval. 

Please intimate whether the aforesaid Quality Control Manual 
has beeri cOrllpleted and if so what are the salient features of. the 
MariuaL A cOpy of the instructions issued to process' write-off 
proposals etc. may also please be :fu~nished. 

[L.S. Sectt. O.M. No. 13-PU/74 dated 24-6-1975~ 

Reply of Government 

. j'.:"bf.:.1lew quality '~Qntrol Manual has ,been finalised and is u,rlder 
print. Copies of this Manual will,be distributed to all concerned 
as soon as printed copies are available. The salient features of the 
Quality-Control' Manual are, however, indicat~ in the attached 
statement (Appendix vn A). ,,' ,', 
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A3 regards t~e procedural instructions for write-off proposals, 
the Board of Directors has already decided that all the norms for 
write-off of stock losses/contaminated products, etc. should be re-
v~ewed and thereafter, submitted to the Chairman for approval of 
the new norms. Accordingly, a detailed review of. all aspects con-
cerning this matter has been undertaken and the proposals are ex-
pected to be finalised in about a month. 

[Ministry of Petroleum & Chemicals O.M. No. IS. 54012(82)/74-
IOC, dated 24-7-1975]. 

Recommendation 81. No. 36 (Pararraphs 8.74 and 8.75) 

The Committee find that compounded lubricating oil and greases 
are subject to 20 per cent ad v(JIlorem excise duty from 29th May, 
1971. Provision also exists for set off of exciselcountervailing duty 
paid on lubricating oils and greases used in the manufacture of 
compounded lubricating oil and greases. The Eastern and Southern 
Branches of the Corporation paid 20 per cent ad valorem duty 
on compounded lubricating oils and greases manufactured at the 
corporation's Blending Plants at Calcutta and Madras during 
June to September, 1971 but failed to obtain simultaneously set off 
of excise/countervailing duty paid on lubricating the oils and 
greases used in the manufacture of compounded lubricating oils 
and greases. As a result, the claims for refund of excise duty 
amounting to Rs. 11.13 lakhs were still pending with the Central 
Excise Authorities. 

The Committee recommend that the Corporation should devise 
a suitable method and maintain proper records so that allocation 
of duty on lubricating the oils and greases could be readily available 
to avail of set off duty. The Committee would also like that vigorous 
follow-up action should be taken for the realisation of the balance 
of Rs. 11.13 lakhs on account of refund of excise duty. 

Reply. of Government 

Noted. All claims have since been settled. A sum of 
Rs. 24,430 in Eastern Branch was found inadmissible by the Ex-
cise authorities. This position was accepted by IOC. 

-Not vetted by Audit. 

• 
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No claim is, therefore, pending against Excise authorities at 
present. From June, 1972 onwards, the set off has been withdrawn 
and duty is paid in full on finisbed lubricating oils. As such there 
is no necessity now to prefer claims towards set off duty. 

[Ministry of Petroleum & Chemicals O.M. No. 18.54012(5)174-
IOC, dt. 21-10-1974]. 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH. REPLIE~ OF 
GOVERNMENT HAVE. NOT BEEN ACCEPTED 

BY THE COMMITTEE. 

Recommendation Sl No. 2 (Paragraphs 2.27 to 2.30 and 2.32) 

The Committee regret to note that the IOC has not been able to 
achieve the objective of building up adequate storage and distribu-
tion facilities f~ retail sale commensurate with the growing demand 
for petroleum products. Although the production of motor spirit in 
public sector refineries increased from 9.84 lakhs tonnes in 1967 to 
11.24 lakh tonnes in 1972, the setting up of retail outlets for the sale 
of motor spirit has not been adequate with the result that the IOC's 
share in the total retail sale of motor spirit was only 19.4 per cent in 
1972 as against 8.7 per cent in 19167. 

The Committee find that although the Retail Outlets Committee 
had suggested the setting up of 580 retail outlets per year from 1968 
to 1972, this target was revised to 250 outlets only per year from 1971 
onwards, initially as a result of discussion with the Ministry and 
later, on account of an out-of~ourt settlement by IOC with other 
private oil companies. The Committee find that even this reduced 
target of 250 outlets was not achieved by the Corporation since 1971. 
The representative of the Ministry admitted during evidence that the 
progress in developing the storage and distribution facilities has 
not been satisfactory and the Corporation should have done better. 
The Committee are c~strained to observe that because of non-
availability of adequate retail outlets, the Corporation had to sell sub-
stantial portion of its products through other oil companies. under 
the product exchange arrangJements, foregoing the profit margin 
to the extent of Rs. 11.93 crores during the years 1966-67 to 1972-~3' 
on motor spirit. In addition, the Corporation had to enter into 
agreements for the sale of lubricants to other oil companies by sacri-
ficing profit margin thereon. This aspect has been dealt with in de-
tailing subsequent paragraphs of this Report. 

According to the Corporation, the main difficulty in setting up re-
tail outlets and in improving its overall participation in retail sale 
was non-availability of suitable sites in strategic areas in major towns 
~here there was high consumption of motor spirit. In this connec-

78 
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tion, the Committee find t¥t in respect of retail-outlets' of private 
-oil compani;s on public la~ in the fout" metropofiftn cities and 26 
··other selec,ted towns, the ~tail Outlets "Committee had recommend-
·E!d the iransfer of- the retail outlets to the' IOC on the expiry of 
the existing leases. Out of 62 retail outlets an -such land' which were 

··offered by other oil companies in pursuance of this recommendation 
of the Retail Outlets Committee, the' IOC had taken over only 33 
·outlets upto 1973. The Committee were informed that out of the 
.remaining 29 outlets the IOCwas not interested in taking 9-V~ 17 of 
them. The Gommittee recommend that the det~iied ressons as to 
why the IOC was not inteN!sted in. ~taking up these 17 ,outlets should 
be gone into by the Ministry and a report submitted W them. 

" ~ .~. . . . 

. One?f t~ereas~ps advanced for not talfing up some;Qf"newout-
lets was that the ,rent demanded for tha-lands 'by the Ministry or 
State authorities concerned was prohibitive. The Committee strong-
ly, urge that. Go~ern~nt should take concerted measures to persuade 
the State G(lvernmentslMunicipal AuthOt'ifies 10 gi-o"~"!ll possible 
facilities and consideration to the lac in the acquisition Ileasing' of 
'limd at reasonable rates for setting up the required retail outlets. 

. The Committee also recommend that- Government/Corporation 

.should fo.rmulate a perspective plan of esfablishme"nf of retiiil outlets 
consistent with the'preduction" and avai'labmty of moto,r spirit and 
the actual implementation of the plan should be reviewed periodi-
cally so. that the reasons for short-fall in this i'egardcQuld be identi-
fied and the remedial measures taken in time. The Committee 
~ould also like that· establishment, of butlets should be such as to 
enable IlrestEll' pa,rticipation by IOC in retail trade of prodUcts hav-
ing greater margin of profit. . it 

The Committee were informed that there were 19 retail outlets 
,of the private oil companies on land belonging to public sector under-
takings. The main reasons for these not being transferred to laC 
.was stated to be that the CentrallState Public Undertakings' were 
bOlmd by their prior commitments t6 private oil companies. As it 
has now been decided i:n the out-of-court settlement that the land 
belonging to public sector undertakin~s would be tre~ted as private 
and not public land, it was upto the public undertakings as land 
owning authorities to offer sites to IOC after expiry of the present 
leases. The Committee are surprised at this complacent attitude of 
the Ministry Rnd urge that GQverpment should immediately .under-
take a reyiew of each, of the W retail outlets ~itha view.of finding 
'Out suitable ways anct ~ns of assisting the IOC to set up retail 
_ outlets there at the earliest. The Committee would like to be inform-
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ed of the concrete progress made in this behalf within six months. 
Government should alSQ ensure that all new retail outlets on lands, 
belonging to public undertakings are offered first to the IOC which 
has an All India network and should be able to meet in full the re.-
qUirements of public sector. 

Reply of Government 

The number of retail outlets to be put up by IOCIIBP were re-
duced to 250 for the year 1971 after taking into! account the current 
growth rate of demand for automotive fuels in the country and the 
need to improve dealer profitability through increased per pump 
sales. After a reassessment of marketing needs, the target for 1972 
was kept at 250 and for 1973 reduced further to 160. As against these 
targets the number of outlets put up by IOC during the years 1971, 
1972 and 1973 were 182, 159 and 128 respectively. Committee's obser-
vations in para 2.27 and 2.28 have been brought to the notice of IOC 
which is taking all possible measures to avoid short-falls in commis-
sioning of new outlets against targets fixed :Crom time to time. Pro-
gress in this regard will also be reviewed periodically. 

As per the recotmmendation of the Committee contained in para 
2.29, detailed reasons for IOC's not taking over 17 of the retail outlets 
offered to it by the Private Oil Companies have been gone into. In 
nine out of the above 17 outlets, IOC's action in not taking them 
over was ~idered justified. A statement indicating the reasons for 
lOC's not taking over these nine outlets is attached. (See Appendix 
VIn) . The main reasons for not taking over these outlets were:-

(a) IOC's inability to take over the sites because of the exist-
ence of its own retail outlet on public land within 100 
metre as per para 8.9 (e) ot the Retail Outlets Committee's 
Re~t. 

(b) Objections from local authorities for continuance of the 
retail outlets as a result of which they had to be decommis-
sioned later. 

(c) Ownership of the land being disputed. 

(d) Low Wei. 

Regarding the remaining 8 retail outlets further detailed investi-
gations are being carried out to ascertain the reasons and the Com-
mittee will be apprised in Ws regard in due course. 
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State Governments and the Ministry of Works and Housing have 
already been requeated to render all possible assistance to IOC t,ide 
this Ministry's D.O. letter No. 50/69/71-10C dated 16-2-1972 and 
24-3-1972 (Appendices IX and X). They are again being requested' 
to give all possible facilities to IOC in acquisition/leasing of land at 
reasonable rates . 

.1n view ot the steep increase in crude oil prices and the consequent 
strain on country's foreign exchange resources, it has become neces-
sary to curb the consumption of petroleum products. Since M.S. is 
an item of personal consUmption, its consumption has to be curtailed 
tot the maximum extent possible. Fiscal measures taken in Novem-
ber, 1973, to increase the price of Motor Gasolene have nlready re-
sulted in reduction in M.S. sales by about 24 per cent in the first six 
months (April to September) of the current year over the previous 
years' level. As a consequence, IOC has also to revise its policy for 
setting up new retail outlets. 

Taking intOt account the nec,essity to reduce capital expenditure 
and the fact that a fairly wide net work of retail outlets is already 
operating in the country, IOC has decided in consultation with the 
Government to limit the future growth of retail outlets only to virgin 
trading areas and metropolitan towns. A virgin trading area is 
defined as an area which has the trade potential to sustain operation 
of a retail outlet economically and where there is no retail 
outlet of any other oil company. Thus, it is planned to instal a total 
of approximately 250 to 300 retail outlets during the 5th Five-Year 
Plan period. 

4. As per the Consent Order, dated 26-10-1972 of the Bombay 
High Court, Central Governement can not issue any instructions, 
directions or requests to any public land owing authority to favour 
any oil company at the cost of any other oil company or companies 
in the matter of renewal of leases/licences, or to deny any oil com-
pany the grant or renewal of leasesflicences up to 31-12-1975. 

However, in view of the fact that the land belonging to public 
sector undertakings is to be treated as private land and not public 
land, Law Ministry has been requested to examine whether issuing 
any instructions, directions or requests by the Central Government 
"to such public sector undertakings for giving land to IOC on priority 
over the other oil companies, will be in conformity with the provi-
sions of the Consent Order. 
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Further action would be take~., on receipt. of the advice of Law 
Minil'tJ:~.,Jmd the Committee would 'be informed of the action in· due 
.<course. h' .. 

.... - .. 
[Ministry of Petroleum and Chemicals O.M. No. 18-54012 (5) I 

74-IOC dated 20-12-1974]. 

Further information called for byt'\ *he Committee 
. , ....... 

(i) As regaz:da.taking over of the remainiJ?& 8 retail outlets offered 
by Private Oil Companies, the Ministry have stated that further 
·detailed investigations are being carried out to ascertain the reasons 
and the Committee will be apprised in this regard' in due course. 
As the matter has alrMdy been delayed,t1\e fin!il deci~ion taken in 
.the matter may please' be intirriat~d immediately for the informa-
tion of the Committee. . 

(ii) The Ministry have also stated that the Ministry of Law have 
been requested to examine whether issuing any instructions, direc-
,tions or r.equest§ by the Central Government (6' public sector und<"r-
takings for .. gi~ng land to.,IOC on priority oVer the other oil compa-
nies will be in conformity· with the provisions of the Consenl Order. 
Furthoer action would be taken on receipt of the advice of Law Mini-
·stry and Committee would be informed ofthc. action in due course . 

. , 
The Ministry may plea.se intimate whether any advice has been 

received from the Ministry .of Law and it·so, what is the position, 

[L.S. Sectt. O.M. No. 13-PUi74, Dated, 24-6-1973J. 

Reply of Govemment 

(1). Regarding the remaining 8 retail outlets records pertaining 
-to one retail outlet have been received in the Ministty and are under 
·examination. In the case of other seven retail outlets IOC is collect-
ing the relevant documents from its Regional Office and the District 
OffiCe and would be submitting those for examination boy the end of 
July. 1975. The in:vestigatiol1s in the matter are likely to' be comple-
ted by end of August, 1975. 

(ii) The advi.cesought from' tire' Ministry' of Law regardin~ 
issuing instructiollS', ,tljl'~ctions or requests by Central Govemm,~t 
to Public Sector Undertakings for giving.)a:rld to IOC on priorxty 
·over oil eompanies has still not been recei\l'ed. Branch Secretliri'at of 
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Ministry of Law at Bombay has been rttPlloded to. send their advice 
immediately. . 'i' : 

[Min. of Petroleu~ and Chemicals a.M. No. IS: 54012 (7) i74-IOC, 
. . :'. l~·.Dated: 24-7-1975] 

. ' : ::,. ~ I 

Recomme~dations 'Sl. ~o. 5 (Paragraphs 3.21, .j~22,. 3.25 and 3.26) 
"., , 

. The Committee n9~ that the IOC, as early 'a:g' \962, entered. into 
product exchange SJ.T~gements with private oil cOmpanies with 
the main object of. ,avoiding cross movement of petroleum pro-
ducts and the consequent increase in cost on account of freight. In 
their 35th Report (Third Lok Sabha) in March, 1967, the Committee 
on }:lublic Undertakings had commented upon this arrangement as 
ineqmtable and recomme:nded upon thi~ arrangement should be 
revised forthwith, all exchange of produc~ should be ex-refineries 
and the receiVing oil companies should bear all incidence of 
freight, port price differential and any other .. expenditure involved. 
Government in reply to the' recommendation ·stated in September, 
1967. that "the matter. shou1~(be left to be regula¥ by the results 
of the laC's current negotiations over the product e~change 
manual". 

The Committee regret ,to note that under product exchange 
arrangement with oth~r companies, t~e JriCUan Oil Corporation was 
not e·ntitled to recover any profit margin. on the product treated as 
outright sale with the result that it haH'to forego a profit margin 

·on motor spirit amounting to Rs. 11.9f"_crores during the period 
1900-67 to 1972-73. The Committee alsol'note that although under 
the existing arrangement the other oil companies had to make 
fortnightly deposit'S with. the IOC in advance in respect of national 
railway freight from the normal port of supply to the proposed 
destinations and excise duty, no deposits had"been made in respect 
of cost and other elements on the products tr~~ as outright sale: 
As a result of this practice, the Committee find that the other oil 
'Companies had all along been getting unintellsietd credit facilitY of 
about R'S. 91 lakhs on an average in respect of MS., The Committee 
also note that under the product exchange arrangements, no main 
installation c.harges were being recovered in respect of despatches 
to main iI;lstallations and in respect of motor spirit supplies ,to loca. 
tions other than Mai·n Installations only bulk loading charges were 
being recovered as against the full MI charges. Consequent on 
this, the Committee find that the Corparation had.already' lost 
Rs. 4.43 crores during the period, ·1966-67 to 1971":72. 'The C6mmittee 
regret to note that in spite of these defects, the CorpeMtion took 
up the question of· revision of the arrangements in two"Stages first 
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in January. 1971. and later in February, 1972. Even then, agreement 
is stated to have been reached with the other oil companies only in 
regard to revision of 'SOme of the clauses. The Committee were 
informed that the formal revision of agreement would be taken up 
only after the negotiations in regard to other clauses of the agree-
ment, which are still in hand, are completed The Committee take 
a serious view of the inordinate delay in'the revision of the agree-
ment. The Committee are constrained to observe that in spite of 
their recommendation as early as 1967, no serious action was taken 
by the Ministry to set ,right the arrangement and instead left such 
an important matter to the Corporation without pursuing it in right 
earnest. 

The Committee also note that under a recent agreement bet-
ween I.D.C. and Caltex, the latter would be transferring 143 of 
their retail outlets to the I.D.C. The Committee, however find that 
these outlets are generally not in areas where there was high con-
sumption of motor spirit and only 10 of them are located in metro-
politan cities. The Committee feel that IOC Ministry should have-
in the 19ht of their experience so far, persuaded Caltex and secured 
mOl'e outlets in high consumption areas. 

The Committee also find that although the outright sale of 
motor spirit to Caltex had been stopped Caltex would be giving 
in exchange products which would give IDC a gross margin of only 
73.45 per cent of the margin On motor spirit supplied. to them (Cal-
tex). The Committee see no justification why Caltex could not 
have been persuaded to give products in exchange which would 
have given IOC an equal margin of profit. 

The Committee are unhappy that even after the experience of 
the working of product exchange arrangements for several years 
the Corpotration did not make serious efforts to secure better terms 
to the best advantages of the Corporation and the country. 

They strongly urge that negotiations with the oil companies 
should be complete without any further delay and the revised pr0-
duct exchange agreement finalised in right earnest keeping the 
interest of the IOC in view. The Committee should be informed of 
the precise progress made in finaUsing and signing the revised 
agreements with six months of presentation of the Report. 

The Committee also recommend that the working of the product 
exchanlJe agreement should be continuously reviewed. by the lOCI 
Ministry and the findings thereof included in the Annual Report of 
the Corporation and the Government review thereon. 
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Repl,. of Government 

Government fully share the Committee's concern for expedi-
tious revision of the existing Product Exchange Manual, so that the 
clauses which were unfavourable to IOC could be eliminated. In 
reply to pan 134-135 of the 35th Report of the Committee on Pub-
lic Undertakings of 3rd Lok Sabha it was mentionoo that IOC is 
currently negotiating with other oil companies regarding modifica-
tion of the Product Exchange Manual. Since then IOC has been ne-
gotiating with other oil companies for revision of the manual from 
time to time. In these discussions IOC has been able to secure more 
favourable terms. It may, howevelr, be mentioned that in earlier 
years IOC was not in a position to negotiate with other oil companies 
from a position of strength. The public sector refineries were prod-
ucing almost 3 times the MS produced by the private oil companies. 
IOC was unable to develop its retail market because it could not 
penetrate the high consumption Sireas, especially in A and B class 
cities. With the development of more retail outlets. IOC has been 
negotiating for more favourable terms with the other oil companies. 
In course of negotiations during the last two years. a number of 
clauses had been successfully negotiated. It was as a result of these 
negotiations that from 1st April 1972 full MI (Main Installation) 
charges for MS supplies are being recovered from all companies at 
all locations, except that for supplies to MIs for which only bulk 
loading charges @ 66 paise per KL are being recovered. This has 
given an additional revenue of Rs. 58 lakhs per annum to the Corpo-
ration. The present position is that the IOC has appointed a senior 
officer, exclusively to deal with this job. A revised manual has 
-also been d!'afted and approved by a Committee and sent to soli-
citors. The Report will shortly be sent to other oil companies for 
negotiation and acceptance. In this connection it may also be men-
tioned that the Committee is already aware of the take over of 
ESSO and the function of Hindustan Petroleum Corporation and 
the negotiations which are currently in progress for equity parti-
cipation with Burmas-Shell and Caltex. Once this IS achieved, 
the position will change completely and it will be possible to work 
out an equitable arrangement for product exchange between the 
various public sector undertakings. 

In reprd to review of the working the P:roduct Exchange Agree-
ment and incorporation of the findings in the Annual Report of the 
Corporation and Government review thereon, the Government hope 
that IOC would be able to secure an equitable arrangement with 
other oil companies withln the next six months or so which will not 
be to the disadvantage of any company. Lf this arrangement is 
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achieved, the need for its review arid lbcluslon in the Annual Report 
would not arise. . 

[Min. of Petroleum & Chemicals O.M. No. IS. 54012(4) I 74eiQG: 
da~9 4-1-1975]. 

'Further information called for by the Committee . . . ~. . 
The Ministry may please, intimate-: the , latest positidn; Withre-

gard to the working of ,the 'product Exchange Agreement. > • • •• 

[L.S. Sectt. O.M. No .. 13-PUI74, dated 24-6-1975} 
Reply of Government ' . . ' 

Draft of the revised Product'Exchan~~ Agreement has been pr~-. 
pared. To ensure that·· aHlegal aspects 'of the agreement are fully. 
taken care of and IOC's interests are in noway jeopardised, it is: 
now being considered by the Management' for final appr~l,Val. iQ.·, 
consultation with the Company's solicitors. TherE:afte,r discussions, 
will be held with the oil companies. It is e~pected that a final deci-
sion in this matter will he "taken by 30-9-1975. 

[Min. of Petroleum and Chemicals O.M. No. 54012174-IOC, 
, ,. datec;I 24~7 -1975J 

R~ommendation SI. No,'tO (Paragraph 4.38) 
The Committee note that GovernIl}ent informed the.oil oonl-

panies as early as May, 1971 that pending further consideration of' 
the manner of treating the cost of movement of products through 
the product pipelines for the purpose. of reimbursement ·£rom· the 
Freight Surcharge Pool, proc;lucts. a.c;tually"moved through product 
pipelines would be treated~ to have been moved by rail by shortest 
route and adju~tments, if any, would be made later. The Committee' 
regret to note that so far no final decision has been taken in the 
matter and Government have now decided to remit .the problem to 
the next Pricing Committee. The Committee find. that as a result of 
the delay in taking the decision the Corporation had been taking 
credit in its accounts for the profit made by the Pipelines Division 
to the extent of Rs. 4.32 cror.es and Rs. 6.93 Cfores in 1970.;71 and 
1971-72 respectively. The Committee would like Government to 
settle the matteJ' ·at. an early date .. 

Reply' of Government ' . 
.. . ( 

The matter is under consideration of the Government and a final 
decision will be taken soon. " , .... 

[Min. of Petroleum. and ,Chemicals O.M. No. IS-M012/5/74-JOC,' 
. . dated 21-ln-1974].' 
Furth8l'.information ealledfor by the Committee 

In rePly ii has Deen stated that' the rllatter was 'unQe~ 'c'onSldtmr-' 
tion of the' Government ~ and aftiial decision would be tderi: SDo~ 
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The final, decision taken in the matter may please be intimated. 
[Lok Sabha Sectt. O.M. No.1;3-PUj74, dated 16-12-1974J 

, Reply of Government 
The matter is still under consideration. 

[Min. of Petroleum and Chemicals O.M. No. 54012 (4) /74-IOC, 
dated 28-2-1975] 

Further information called fOr by, the Committee 
In reply it has been stated that the matter was under considera-

tion of the Government lind a final; decision would be taken soon. 
The final decision tak~n in the matter may please be intimated. 

[L.S. Sectt. O.M;·No. 13-PU/74, dated 24-6-1975]. 
Reply of Government 

The matter is still under consideration . 
. [lWn. of Petroleum and' Chemicals O.M. No. 54012 (4) j74-IOC, 

dated 24-7-1975]. 
Recommendation S1. No. 16 (Paragraph 5.31) 

The Committee find that the main object of creating the C & F 
adjustment Account was to provide for the effect of fluctuations in 
the freight or wharfage with reference to the rates ruling on cer-
tain dates. They however, regret to note that the funds collected for' 
this 'Account' through the levy of surcharge on petroleum products 
have been utilised for some purposes which cannot be said to be 
strictly falling within the scope of the Account. Thus, a sum of 
Rs. 4~23 crores was paid to MAdras Refineries Limited out of this 
Account because of higher freight paid by the Refinery on the im-
port of crude due to the delay in the development of Madras Port 
facilities. The Committee see no justification fOtr Government taking 
recourse to the C &' F adjustment account for compensating the. 
Madras Refineries with the difference in freight for reasons other 
thart those for which the Account was established. The Committee' 
deSire that detailed rules should be drawn up without further delay 
Specifying the nature of the items which would qualify for adjust-
ment 'out of the C&F Adjustment Acco~nt and a copy :thereof laid 
on the tahle "of the Houses of .Parliament. , ' 

'. . ·Reply of, Government 
wpep the ,C&F Adjustmemt Account' came into, existence in' 

1959. it ",,8, meant essentially to take care ofvariatiorts in the FOB 
,prices Qf, bulk, refined, petroleUOlproducts an.d Variations in AFRA 
rates from tinie to· time., compared to the 'FOBs and ocean freight 
rates included in \he, product, price b~ild~p:, ,:rh~ ~ncePt of the-
•..•• "', I", , •••• '. ,.', .... "{ __ ' __ , ___ ' , 

',-Nat v~t1Ie4iQiIIti,'.jr.., ;'; '.: ~'" i .. .: r", • " ',. J' ,. 
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-C&F Account for adjustment of variations in FOB and the ocean 
freight rate continued during the pricing arrangements based On 
the recommendations of the successive Pricing Committee viz. The 
Oil price Enquiry Committee (effective from 1-10-61), the Working 
Group on Oil Prices effective from 1-2-66 upto 31-5-70. The Oil 
Prices Committee headed by Shri Shanti La! Shah, Member of 
Parliament, (recommendations made effective from 1-6-70 and 

.currently in farce) recommended continuance of the C&F Adjust-
ment Account with the modification that since what is actually 
imported is crude oil and not petrbleum products, future variations 
in freight rates should be allowed only in respect of crude oil on 
the basis of variations in the monthly AFRA rates over the rates 
prevailing in June, 1969 for the category of vessels in which crude 
oil can be brought at the concerned ports from the actual port of 
loading. 

In actual operation. however, in addition to variations in freight 
rates for import of crude oil based on monthly AFRA, adjustment 
on account of variations in dollar-rupee exchange rate, wharfage 
variations, auxilliary duties on C'l'Ude imports and cost and freight 
variations on import of deficit petroleum products by the canalised 
agency for imports viz. IOC have all been permitted to be adjusted 
as per decisions taken by Government in this behalf :£rom time to 
time. Keeping in view the changes in the crude oil supply and 
price situation, the scope of the C&F Adjustment account ha''; been 
varied by Government when considered necessary. 

In the case of Madras Refinery. as explained in the report of 
CPU. the monthly AFRA did not represent the actual cost of crude 
transportation. The facilities at Madras Port were inadequate to 
handle the SCI tankers 'Lal Bahadur Shastri' and 'Jawahar Lal 
Nehru', for which a contrad rate of Rs. 11.85 per tonne for trans-
portation to Madras Refinery from the Persian Gulf was applicable. 

,On account of the continued shifting of the target dates of comple-
tion of the port facilities, MRL could not enter into a long or 
medium term contract of affreightment for transportation of crude 
Qi1. Taking not of the realities of the situation, the Ministry of Pet-
roleum & Chemicals, in consultation with the Ministry of Finance, 

,decided to permit adjustments of variations between the base 
AFRA and the actual cost of transportation from the C&F Adjust-
-nent Account. This decision is in keeping with the general princi-
ple underlying the C&F Adjustment Account that the increased cost 
of transportation of crude should be reimbursed from the C&F 
Account according to certain nonns and standards. 

Decisions relating to adjustment of amounts from oil companies 
;into C & F Adjustment Account are taken by the Ministry after 
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v~ry careful .consideraii(~n in consultation with the Ministry., ,$lf 
FlIlance and If necessary, with the Ministry of Shipping and TranS-
port or the Port concerned 

With regard to the Committee's observation that detailed rules 
should be drawn up specifying the nature of the items which would 
qualify for adjustment out of the C & F Adjustment Account and a 
copy thereof laid on the Table of the Houses of Parliament, detailed 
guidelines have already been framed by Government in consulta-
tion with the Ministry of Finance on various items eligible for re-
imbursementladjustment in the Account. The crude oil supply, 
price and transportation situation have been extremely dynamic and 
fluid during the last two years and changes in the guidelines for 
re-imbuTSement!adjustment or mopping up into the account are 
being made when considered necessary by the Government. As and 
when new situations develop, further amendments in the guidelines 
may also be necessary. The entire system of pricing of petroleum 
products is informal and not statutory. The entire question of 
pricing has been refel1I'ed to the Experts Committee (Ope) set up 
by the' Government in March, 1974. The Committee has been asked 
to examine the scope and content of C&F, FSP and ,other Pool 
Accounts and give its recommendations in regard to the mainten-
ance and operation of these Accounts. On receipts of qPC's reco~­
men.dationl, Government wouin be in a position to take a view ,on 
the specific recommendations of the CPU. : 

[Ministry of ·fetroleum and c;hemicals, a.M. No. IS, 54012/5/74-
" i~C, dated 28-2-1975]. 

Recommendation Sl. No. 18. (Paragraphs 5.47 and 5.48) 

The Committee find that Government have levied various sur-
cha~ges on' petroleum products to c:-ompensate the oil compllnies for 
speCific under;';recoveries.' Hbwever, the amount collected linder,$e 
various schemes formed part of neither the Consolidated Fund, of 
India nor the Public Account. Except in the case of Freight Sur-

. charge Pool, the amounts collected by the levy of these surcharges 
formed part of the overall funds of the oil companies. There wa! 
also hardly any effective control exercised by Government on the 
utilisation of funds in the various pool accounts. The oil companies 
were requi~ed to submit accounts to the . Ministry audited by their 
own private chartered accountants. There WilS no regular auditing 
of these accounts either by the C&A G or any other auditor appoin-
ted by the ,Government. It was only in June, 1973 that the Ministry 
.appointed an auditor to check up the accounts of the oU companies 
1196 L.S.-7. 
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inres~t .of Freight surchar,e Pool. It was again only in Septem-
ber, 1973, u. after the Committee had taken up the examination of 
r.o.c. that the Ministry appointed an inter-ministerial Committee 
to examine inteT·'!1l~ the legal position of these large funds, to frame 
guidelines for the maintenance of the accounts, to recommend the 
methodsjmachanism of control to be exercised by Government and 
to consider the feasibility of bringing all these accounts under the 
Consolidated Fund of India. It is surprising that the Ministry 
thought of examining all these aspects only at this late stage rather 
than at the time of taking the decision to introduce the various 
schemes. 

The Committee also find that the inter-ministerial Committee 
which was to submit its report by 4th December. 1973 has not yet 
done so. Ln the meantime, the Ministry had also decided to refer 
tRe overall question covering all aspects of the various accounts to 
the next Pricing Committee. The Committee desire that Govern-
ment should examine whether there was need for the levy of the 
various surcharges on petroleum product to compensate the oil 
companies for specific under-recoveries and to maintain the various 
pool accounts/surcharge schemes, thereby increasing the burden on 
ultimate consumer and marking the pricing formula more complica-
ted .. In case, these were considered inevitable, suitable measures 
should be taken for an effective control over the funds collected 
under the various schemes and for the maintenance of proper 
aecounts and audit thereof in consultation with the C&AG in tht" 
light of the recommendations of the inter-ministerial Committ~ 

and the Oil Pricing Committee. 

Reply of Government 

In the· light of the recommendations of the Committee suitable 
aeUon will be taken aa soon as the recGmmendations of the Inter-
Ministerial Committee & the New Oil Pricing Committee are .re--
ceived. 

[Ministry of Petroleum & Chemicals O.M. No. Is...M012/5/74-IOC, 
dated 21st October, 1974J 

Reeommendation SL No.1. (Paragraph 5.60) 

The Committee also find that as in the case of Pool Accounts! 
Surcharge Schemes, there was hardly any effective control over the 
block-control accounts by Government. Till recently there were no 
guidelines for detennining cost of production to ensure that it was 
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not overstated by the oil comparuea, and if oil companies oftered 
rebates to customers these would be reimbursed from profits. 
There was also no detailed auditing of these accounts by auditors 
appointed by the Government to verify the correctness or otherwise 
of the over-recoveries shown by the oil companies. The accounts 
submitted by the private oil companies, as audited by their char-
tered accountants were only scrutinised. by the Ministry in consul-
tationwith the Cost Accounts Branch of the Ministry of Finance. 
As it has now been decided that the over-recoveries/under-recover_ 
ies in respect of block control would also fonn a part of C&F Ad-
justment Account, the Committee recommend that suita,ble mea-
sures be introduced to place the maintenance of these accounts on 
sound footing and to have an effective control over them. 

Reply of Government 

The block control system and the C & F Adjustment account 
have been continuing for a long time. Any revision of the present 
system would require very careful and detailed consideration. This 
matter has, therefore, been included in the terms of reference of 
the new Oil Pricing COqlmittee. Pending receipt of the recommen-
dations of the new Oil Pricing Committee, the existing system is 
being continued. 

[Ministry of Petroleum & Chemicals O.M. No. IS-54012/5/74-IOC. 
dated 21st October, 1974]. 

Recommendation SI. No. 22 (Paragraphs 6.30 and &.31) 

The Committee urge that the Corporation should ensure that 
the credit policy laid down by it is strictly adhered to prompt and 
deterrent action should also be taken against the officials who 
fail to follow the prescribed credit policy without adequate justi-
fication. 

From the instances mentioned in Appendix VI of this Report. 
the Committee also find that in some of the cases the responsibility 
for lapses has not yet been fixed. Even in cases where the respon-
sibility is stated to have been fixed, the specific action taken 
against the delinquent officials has not been intimated to the Com-
mittee. The Committee would like to be informed of action taken 
against the delinquent officials in all these cases. The Committee 
would also like that these cases should be vigorously pursued with 
a view to realising the outstandings from the parties. The Com-
mittee would like to be informed of the outcome in each case. 
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Reply of 'Government 

The latest position in rega~d to the outstandings from the six 
parties mentioned in Appendix VI of the report is as follows:-

1. Argarwal Oil Co. Delhi: as. 1,38,046 is outstanding. 

IOC has obtained a decree from the High Court in favour of 
the Corporation. However, the amount could not be 
realised from the dealer because properties belonging to 
judgement debtors, viz. the partners of the firm, could 
not be traced for the purpose of attachment and realisa-
tion. Decree is, therefore" still pending for execution. 

2. Coloured Glass Company: Rs. 56,687 is outstanding. 

The original, outstanding amount has been reduced as some 
payments have been received subsequently. Court pro-
ceedings are in progress for recovering the balance of 
the amount. 

3. Dholpur Glass Works: Rs. 41,393 is outstanding. 

Application for winding up of the firm was filed in the High 
Court. and the' Oftlcial Liquidator has been appointed. 
This case. is pending before him. 

4. Sukh Sa;a.. Shipping Co.: Rs. 43,061 is outstanding. 

In order to recover the dues, an affidavit of proof of debt 
was filed before' the LiqUidator': IOC is following up .the 
issue with their solicitors. 

5. POL Products Consumers 

Co-operative Society Ltd.: Rs. 1,10,029 is outstanding 

The suit filed for recovery of the outstanding has been 
decreed in favour of IOC in the Court of Nowgong for 
recovering the money. 

6. Corporate Traders: Rs. 1,86,481 is outstanding. 

A suit has been filed in Jorhat Court .for recovering the out-
standing and it is at hearing stage. 
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All th~. si~ case~ w~.r~ investigated ~oroughly and in regard to 
the followmg three cases individual responsibility was fixed. Action 
taken against the individuals concerned is as follows: 

1. AggarWal Oil CO. Delhi 

After the investigation into the case, responsibility was fixed on 
two members of the Accounts staff attached to the Shakurbasti In-
stallation. Both of these were Assistant Cashiers. Both were de-
moted as Clerks as a measure 9f disciplinary action. 

2. Mis. Corporate Traders, Jorhat 

The responsibility for this case was fixed on the District Mana-
ger, Durgapur. The following disciplinary action was taken against 
him: 

(i) He was severely warned in' writing; 

(ii) Three increments were withheld with cumulative effect: 

(iii) Hp was re-designated as Assistant District Manager. 

3. Sukh Sagar Shippilll Co. 

Responsibility was fixed and concerned officer was warned 
severely. 

In regard to the othec three cases,' namely, that of Durgapur 
Glass Works, Dholpur, POL Products Consumer Co-operative 
Society Ltd., Nowgongand Coloured Glass Company, Bombay, res-
ponsibility on any individual could not be fixed. In all these cases, 
lndian-Oil obtained the business in a highly competitive situation 
and credit on a very selective basis had to be given which in many 
cases involved a calculated risk. In view of the fact that the IOC 
had obtained assurances of credit worthiness of the parties con-
cerned and had assumed that the parties had only temporary finan-
cial difficulties which they were expected to get over soon, calcu-
lated risks were taken in order to retain business because the other 
oil companies were often prepared to give such credit to customers 
and very often were tempting a·way our customers. Investigations 
carried out proved that the non-adherence to the credit policy laid 

. " 
.~ ", 
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~,,:,n was not du~ to the action of any particular indiVidual 0 ._ 
dlvlduals. r 1ft 

[Ministry of Petroleum & Chemicals O.M. No. IS-64012/S/74-IOC. 
dated 21st October. 1974]. 

Further information called for hy tbe Committee 

From t?e rep~y it appears that in regard to the outstandings 
from the SIX partIes. full realisation ,has not been effected from any 
of them. The cases were at various stages. The latest position in 
respect of each of the six cases may please be intimated. 

[L.S.S. O.M. No. 13-PUj74 dated 16th December, 1974J 

Reply of Government 
The position indicated earlier to the Committee continues and 

there has been no further collection of outstandings since then. 

[Ministry of Petroleum & Chemicals O.M. No. 15-540 1 2j5/74-IOC, 
dated 28-2-1975]. 

Recommendation SI. No. 23 (Paragraph 6.38) 

The Committee regret to note that the IOC had written off a 
sum of Rs. 44.62 lakhs as bad-debts during 1969-70 to 1972-73 and 
this included a sum of Rs. 13.70 lakhs pertaining to casas where the 
Corporation was unable to establish its debts for want of documen-
'1ary proof. It is surprising that the Corporation in some cases 
failed to exercise evell the elemetTltary care of keeping proper docu-
ments for the debts raised by it. The Committee also find that in 
·some ·cues put up by the Management to the Board for writing off 
cert.ein debts, the internal audit had either been able to locate the 
proof of supply or had established that the ·debt was recoverable. 
The Committee cannot help concluding that the Management did 
Dot make a thorough check to loca.te the proof of supply and/or to 
try all possible ways to reCOver the debts before putting proposals 
10 the Board for write·off of these debts. The Committee desire 
·that all the cases' of bad-debts written off for want of documentary 
proof ahould be thoroughly investigate~ and responsibility fixed for 
. such loss of documents. 

Repl)' o( Government· 

.The Management of IOC had itself v:iew~d withgr~at concern 
1Ia. proposals for write-off for want of documentary proof. AI. , 



IUch, the procedure ~r write-off of such eases were reviewed and 
it was decided that all write-off' proposals in excess of Rs. 10,000/-
&hould be pre-audited. by Internal Audit who will look into the 
facts of each case and endorse the write-off proposals witla their 
observations. It may be mentioned that most of the write-off pro-
posals for want of documentary proof relate to the period between 
1962 and 1970 and in view of the time lag between the date of the 
transaction and its write-off, it would be practically very difficult 
to establish the point of time at which the documents were lost. 
This information, it will be appreciated. is essential for fixing res-
ponsibility for the losses. However, all such cases of write-off for 
want of documentary proof are being looked into once again and 
ba.sed on the findings, responsibility will be fixed in all such cases 
where it is found practicable. 

[Ministry of Petroleum & Chemicals O.M. No. 54012(5) /74-JOC, 
dated 21st October, 1974]. 

Further information called for by the Committee' 

The Committee had recommended that all the cases of bad-
debts written-off for want of documentary proof should be 
thoroughly investigated and responsibility fixed for such loss of 
documents. The Committee may be informed of the action taken 
for fixing responsibility for loss of documents. 

The ~inistry may please also intimate whether to give etrectto 
the new procedure ~or write-off of bad-debts, the lOC have made 
:l ~uitable provision in their Internal Audit Manual. 

[L.S.S. O.M. No. 13-PUI74, dated 16th December, 1974]. 

Repl, of the Govenuneat 

In view of the voluminous na·ture of the task involved, the work 
of examining all the relevant records in the Branch and locations 
will take considerable time. Responsibility will be. fixed where 
found practicable and the Committee will be informed in du~ 
course of the action taken. 

No change in the International Audit Manual has been made. 
However instructions have been i,ssued by the Corporation to all 
its audit~rs mde the Chief Internal Auditor's tetter No. CIA0/12/ 
73IVol. 11/1586 dated 2-11-73 (Appendix XA)~ 

[Ministry of Petroleum and Chemicals O.M. No. IS. M012/5f74-
IOC. dated 28-2-1Q75]. 
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Rec:ommenda~on .SI. No. 26~Parag'l'aph .7.4%) .' 
The CQmmittee note th~t alth~ugh the'IOC' had raw oil for th'" 

pr~duc~ior of transformer oil. and the Ministry enquired in April~ 
1963 from the Corporation whether they would like to take up the 
project, the IOC did not do so as, according to the Corporation, it 
was notable to secure any collaboration for the production of the 
trans~onner oil. Instead it issued 'no objection' to Government 
in Novemb~r, 1965 on the proposal of a private firm subject to 
negotiations being held for selling-agency rights as the finn was 
willing to give Iqc the first choice of refusal of their entire produc-
tion at prices which would compare favourably with import parity 
and also the export rights, if necessary. The Cimmittee, however, 
regret to note that the IOC did not enter into any written· agree~ 
ment with the firm in this regard bef-ore issuing 'no-objection' oerti-
ficate on the proposal of the firm. The Committee also find that 
Industrial Licence was issued on 21st December, 1966 by the Ministry 
to the firm without settling the question of marketing rights and 
the prices payable for the products and without incorporating any 
of these conditions in the licenoe. 

The Committee were informed that no responsibility for this 
lapse in the issue of licence was ftxed by the Ministry as according 
to them the officers who enquired into this matter came to the con-
clusion that it was only a case of inadvertance and no mala fide was 
invOlved. The Committee are not convinced and recommended that 
the matter should be re-examined and nesponslbility for lapses 
fix .... 

Reply of Governlnent 

.. Tlte· matter is being re-examined and the Committee would be 
informed of the outcome of the ~xamination in due course. 

[Ministry of Petroleum & Chemicals O:M. No. IS-54012 (5) /7~ 
IOC, dated 14-11-1974]. 

Further information called for by the Committee 

The Ministry may please intima\e the outcome of the re-exami-
nat20n of the case. 

[LSS. O.M. No. 13-PU/74, dated 1~12-1974]. 
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Reply of Government 

•• r, 

Re-examination of the case has not yet been completed, 

[Ministry of Petroleum and CheITl!cals, O.M. No. IS, 54012/5/74-
:. IOC, dated 28-2-197S]~ 

Recommendation Sl. No. 26 (Paragraph 7.43) 

The Committee also note that, subsequently, as a result of nego-
tiations between the Ministry and the firm it was decided in July, 
1971 that IOC would market 50 per cent of the total production of 
the firm and accordingly the firm agreed to supply 50 pe·r cent of 
their production of transformer oil at the ex-factory price of Rs. 2.250' 
per KL packed in drums. (Rs. 1850 per KL in bulk). The Commit-
tee regret to note that IOC accepted to lift the stocks at this price-
without the approval of the Board and without assessing the reason-
ableness of the price by analysis of the costing data furnished by the 
firm. The Committee were informed that this price was accepted 
on a temporary basis subject to its being fixed by Government. 
The Committee are -concerned to find that the IOC even at this stage 
did not have any written agreement with the firm and it failed to 
commit the firm to accept the price fixed by Government with 
retrospective effect. As pointed out during the evidence, according 
to the Cost Accounts Officer of the Ministry of Finance, the bulk-
ex-refinery price in December, 1972 in respect of this firm should be 
only Rs. 1528 per kilo litre as against a rate of Rs. 1850 charged 
from IOC. Although the firm was agreeable to abide by the price 
fixed by the Ministry from the date a decision was taken in this 
regard, the Committee regret to note that even after it became clear 
in December, 1972 that the price chaJ;ged by t~~s firm was higher 
the Ministry have not been able to fix a reasonable price for the 
transformer oil. 

(Paragraph No. 7.43) 

Reply of Government 

Government have since instituted an enquiry into the matter as 
to pinpoint the lapses at the various stages and also fix responsibi-
lity. The result of the enquiry will be communicated to the Com-
mittee shortly. 

[Ministry of Petroleum & Chemicals O.M. No. 54012(5) /74-IOC. 
dated a..2-1975]. 



Further information called for by the Committee 

~e !'fin~stry have stated that the GQvemment have instituted 
:an mqulry mto the matter to pinpoint the lapses at the various 
stages and ~so fix responsibility and the result of the enquiry will 
be commurucated to the Committee shortly. 

Please intimate as to when the inquiry into the matter was start-
oed and what action has been taken on the result of the inquiry. 

[LSS. No. 13-PU/74 dated 24-6-1975.] 

Reply of Government 

The inquiry has been completed and the report is at present 
under consideration. 

[Ministry of Petroleum & Chemicals O.M. No. 54012(68) 174-IOC. 
dated 24-7-1975]. 

Recommendation Sl. No. 26 (Paragraph 7.45) 

The Committee were also informed during evidence that trans-
former oil manufacturing facility was bein, abused on a largescale 
for adulteration of edible oil and Government have appointed an 
Enquiry Committee to go into this problem. The Committee under-
stand that the final decision regarding the canalisation of tlte .ale of 
transformer oil and the selling price for it would be taken on the 
basis of findings of thiS Enquiry Committee and the results of the 
inquiry being conducted by the Ministry of Indu.trial Development 
in regard to the price. The Committee would like to be informed 
ucgently of the decision taken in thia regard. 

(Paragraph No. 7.45) 

·Reply of Government 

A Group of Experts w~ set up by Government to go into tae 
problem of adulteration of edible oils with' secondary grade lubri-
cants, transformer oil, white oil and other petroleum products and to 
suggest suitable comprehensive measures for pre\renting adultera-
tion. The Report of the Committee has been received and is under 
consideration of the Government. In the meanwhile, during Jan-
uary /March 1974 the prices of secondary grade lubricant, and of 
Transformer oil base stock have been steeply increased, thereby 
-----,. .. _--_ .. _-_ .. --.... -.-

·Not vetted in Audit. 



narrow~ng .the gap between the price of these oils and edible oils. 
The prI~e Inc.rease haa minimiled the incentive tor adulteratioo of 
edible OIls wIth secondary grade lubricants and transformer oil. 

2. With a view to fix the selling price of transformer oil statu-
torily a noti~cation under Section 19 of the Industries (Development 
and Regulation) Act, 1951 was issued in May, 1972 empowering an 
Officer of the Cost Accounts Branch, Ministry of Finance. to obtain 
the cost data from all the manufacturers of transformer oil for fur-
nishing a report on fixing a fair selling price for this product. The 
Report was submitted by the Cost Accounts Officer in December, 
1972 and it was held that data for suffiCiently long period for the 
two large scale units was not available and, therefore. it may not 
be appropriate to reach conclusions on the basis of data alreadv col-
lected. It was also noticed that the competition between m~ufac­
lurers of transformer oil was resulting in coruiderable price advan-
tage to the consumer, who were mainly the State Electricity Boards. 
It may also be pointed out that the determination of ceiling selling 
prices of 'various lubricants and specialities including tranriormer 
oil is one of the terms of reference of the Oil Prices Committee, 
which has been constituted by Government in March, 1974. Based 
on the recommendations of the ope action would be taken by Gov-
ernment regarding fixing of ceiling selling price of transformer oil. 

3. Regarding canalisation of sales of Transformer Oil produced by 
the various manufacturers of this product, careful consideration has 
been given and Government have come to the conclusion that it is 
not necessary for feasible at this stage to canalise the sales of 
Transformer Oil and keen competition exists between the manufac-
turers for sale of T.O, Due to excess availability, some of the units 
are operating well below their capacity. The manufacturing costs 
vary widely from unit to unit. J.n this situation purchase of T.O. by 
lOC from the manufacturers and canalised sales would not be prac-
ticable. With the revision in the price of T.O., incentives for adul-
teration ha.s alSo largely disappeared. Any scheme for canalisation 
may also require legislative sanction. After considering all. these 
aspects, it has been decided that canalisation of T.O. sales IS not 
n~essary. 

[Ministry of Petroleum and Chemicals O.M. No. 54012/5/74-IOC. 
cll 28--!-1975] 

Further lafonnalion called for by the Committee 

The Ministry have stated that a Group ot Ex~erts ~as set up to 
go into the problem of adulteration of edible oUa WIth lecondary 
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grade lubricants, tra.nsf9rmer oil etc., and to suggest measures "for 
preventing adulteration .. TherepQrt. of the Cotnrii~c . h b ., " d _..J'" . ntee as een re-
ceIve . auu IS under consideration of the Government. 

Plea~e intimate the action taken by Government on the recom-
mendatIons of the aforesaid Committee set up by the Government. 

[LSS. No. 13-PU /74 dated 24-6-1975.] 

Reply of Government 

The matter is still under the consideration of Government. 

[Ministry of Petroleum and Chemicals O.M. No. 54012(70)174-
10C(Pt.), dated 24-7-1975]. 

Recommendation SI. No. 29 (Paragraphs 8.23 and 8.24) 

The Committee note that the Ministry of Petroleum and Chemi-
cals informed the Corporation on 12th February, 1972 about their 
commitment to procure and supply 5 lakh tonnes of crude to Chitt. 
. gong Refinery during the period March to August, 1972 and asked 
the Corporation to fioat enquiries and finalise arrangements for im-
port of crude. On 10th March, 1972 the contract for supply of crude 
having been finalised, the Marketing Division was asked to arrange 
for the affreightment. The Corporation fioated an enquiry On 14th 
March. 1972. calling for quotations to be kept open upto 18.00 hrs. 1ST 
. on 15th March, 1972, giving inter alia, in the quotation, a firm indica-
tion about the freight rate at $ 5.50 per long ton. The Committee 
also note that while two offers were received, one at 1:0.45 brs on 
15th March, 1972 with the rate of $5.50 per long ton and another at 
13 3') hrs. on 15th March, 1972 with the rate of 6.65 dollars per tonne. 
a third party first telexed at 16.10 hrs. on 15th March, 1972 asking 
for extension but late sent an offer on the same day at 16.40 hrs. 
quoting a rate of 5.45 dollars per long ton (subsequently revised to 
5.40 dollars per long ton at 20.45 hrs. on the same day). 

In the mean -time, the offer of the first party at 5.50 dollars per 
long ton was accepted by the Committee and the letter of acceptance 
By the Corporation was personally delivered to the party's represen-
tative in IOC's office at 16.30 hrs. The Committee were informed 
during. evidence that the whole matter had been handed over to the 
CBI on the 11th June, 1973 for investigation. The Committee desire 
that the investigation by the CBI shoUld. be co~pleted soon and 
Government should on receipt of the report of the CBI examine all 
aspects of the case thoroughly with a view to fixing responsibility 
for any lapses and to take suitable remedial steps to avoid recur-
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rence of the same. The Cdmmittee . ,may alsp· be informed of the 
action finally ~n in the matter. 

*Reply of Government 

Report of the Central Bureau of InveStigation has been received 
and further action is being taken in consultation with the C V C 
Howev~r, no malafid,e action or loss to the IOC or to any other ~~b~ 
lie authority from this contract has been found by the Central 
Bureau of Investigation. The Conunittee would be informed of the 
action taken in the due course. 

[Ministry of Petroleum and Chemicals O.M. No. JS-54012/05/74-
IOC, dated 14-11-1914). 

Further information called for by tbe Committee 

In reply it has been stated that the Report of the Central Bureau 
of Investigation has been received and further action is being taken 
in conSUltation with the C.V.C. The further action taken by ~nil­
try on the report of CBI may please be intimated. 

[LSS. O.M. No. 13-PU /74, dated 16-12-1974). 

Reply of Government 

Report of the CBI is still under examination in the Ministry. 

[Ministry of Petroleum and Chemicals O.M. N9. 'IS-540~2/,5/14-
IOC, dated 28-2-1975]. 

Recommendation SI. No. 30 (Paragraph 8.29) 

The Committee find that Government allowed IOC to import 
engine oil from' Rumania' during 1967-68 to 1970-71 and the private 
oil companies were also to be given a share from these imports. 
Out of the total imports of Rs. 7.66 crores of engine oil from 1967-68 
to 1970-71, engine oil worth Rs. 3.13 crores was given to ESSO on 
loan basis. In repayment of thiS, ESSO handed over three import 
licences for a total C.LF. value of about Rs. 2.3 crores which were 
utilised by IOC for importing engine oils. In regard to the balance, 
due to restrictions on imports, ESSO had proposed to repay the pro-
ducts out of their entitlement of Lube India products subject to the 
condition of their purchasing an equivalent quantity from IOC at 
the previously prevailing prices. This proposal was not, however. 

*Not vetted in Audit. 
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agreed by IOC. The Committee feel that the products which were 
t~en by r.sso on loans basis shoUld have been returned by it in 
time o~ 'tonne for tonne' basis to the IOC. In the opinion of the 
Comnuttee. the suggestion of the ESSO to repay the product after 
purchasing an equivalent quantity from the IOC at the previously 
prevailing price would give ESSO, an unintended benefit in the COllo-

text of the increase in price of the Engine Oil. The Committee re-
commend that the price payable for the product to be taken by 
ESSO from the IOC should be carefully decided after taking into 
consideration the prevailing market conditions when such sales are 
actually effeCted. . 

Reply of Government 

The Corporation has since obtained legal opinion from its soli-
citors. Based on the legal opinion, the Board of Directors of roc 
have considered this matter further in a meeting held on 28th Octo-
ber, 1974. TIle Board has authorised the M.D. of Marketing Division 
to discuss the case further with HPC on the guidelines given by the 
Board. Final decision and the settlement arrived at with ~C, wi1~ 
be intimated to the Committee in due course. 

[Ministry of Petroleum and Chemicals O.M. No. IS-54012/5/74-
lOC, dated 6-2-1975). 

Further infonnation called for by the Committee 

The Ministry have stated in the reply that the Board of Directors 
of IOC has a~thorise the M.D. of Marketing Division to discuss the 
caee further with HPC on the guidelines given by the Board. Final 
decision and the settlement arrived at with HPC will be intimated 
to the Committee in due course. The latest position in the matter 
may please be intimated. 

[LSS. O.M. No. 13-PU/74, dated 24-6-1975]. 

Reply of Govel'lUDent 

Prolonged negotiations were held with Hindustan Petroleum Cor-
poration and very recently an agreement has been reached as to how 
the accounting problems could be settled. To finalise this. matter. 
however, data pertaining to the accounts of these transactlons has 
been called for from the Indian Oil Corporation's regional offices. 
It is expected that this case will be disposed of finally by the end of 
August, 1975. 

[Ministry of Petroleum and Chemicals O.M. No. 54012(64)174-
IOC, dated 24-7-1975]. 
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Bee"""'eDcbidoD 51. No.3t (Para&'l'llPb &43) 

The Committee find that out of the total import of engine oil 
worth Rs. 7.66 crores by IOC during 1967-68 to 1970-71 engine oil 
worth Rs. 4.53 crores was supplied to oil companies other than 
ESSO on outright Sale basis and billed for as such after including 
Sales Tax and service charges. The oil companies however, ob-
jected to charging sales tax and suggested that these shOUld be 
treated as 'sales in course of import' and were prepared to indem-
nity the IOC in respect of costs, demands and expenses that IOC 
might incur in treating the transaction as 'sale in this course of im-
ports' even though legal opinion obtained by IOC was against 
it. While this course of action is sought to be justified by the IOC 
on the ground that it had obtained Indemnity from other oil com-
panie~ in respect of sales tax, costs and expenses, the Committee 
are distressed to note that the Corporation even after placing the 
order on the foreign firm on 28th May, 1971 resorted to the ex-
change of predated letters with dates earlier than the date of 
placing orders to prove the intentions of both the parties to treat 
the transactions as 'sale in the coure of imports'. The Secretary 
of the Ministry admitted during evidence that this was a serious 
matter and something which public undertaking should not have 
done. Considering that the sales tax liability was to be borne by 
the other oil companies the Committee fail to understand as to 
Why the roc should have resorted at all to exchange pre-dated 
letiers with' other oil companies. The proper course for the IOC 
should have been to place all the facts before the sales tax autho-
rities and abide by their ruling. The Committee take a serious 
view of this action on the part of one of the premier public under-
takings and recommend that Government should immediately 
institute an enquiry into the matter and fix responsibility. 

Reply of Govel'llmeDt 

Government have since instituted an enquiry into the circum-
stances leading to the exchange of pre-dated letters with other oil 
companies and fix responsibility. The result of the enqUiry will 
be communicated to the Committee shortly. 

[Ministry of Petroleum and Chemicals O.M. No. IS. 54012 (5) 174-
IOC dated 20-12-1974].. 

Further infonnatioD eaUed for by the Committee 

In the reply it is stated that the Government have since insti-
tuted an enquiry into the circumstances leading to the exchange of 



f.\. 104 
pre-dated letters"'With other oil companies ancr ftx;esponsibility. 
The result of the enquiry will be communkated to the Committee 
shortly. 

The Ministry may please intimate as to when the enquiry into 
the matter was instituted by the GovernmelJ.t and when the result 
of the enquiry could be expected. 

[L.S. Sectt. O.M. No. 13-PU/74 Dated 24-6-1975] 

Reply of Government 

The enquiry was instituted in December, 1974. The officers ex-
pected to submit his report shortly. 

[Ministry of Petroleum and Chemicals O.M. No. 54012(40),1'74-
IOC, Dated 24-7'-1975] 

Reeommeadatioa Sl No. 32 (Par*&Taphs 8.48 and 1.49) '. 
The Committee find that IOC supplied 200 tonnes of tin plates 

toa firm in April. 1966 for the fabrication of 1,70,000 tins against 
a ba~ guarantee which was valid upto 26th December, 1967. They 
regret ,to note that although the firm supplied only 1,05,048 tiris 
upto April, 1967, it had not returned the balance quantity of 'tin 
plates valued at Rs. 1.34 lakhs and the Corporation also failed "to 
safeguard its interests by getting the bank guarantee revali-
dated well ih time 'before the date 'of expiry of the guarantee in 
December, 1967. 

The Committee also find that the Corporation took action to 
file a suit against the firm only in June, 1973, which is still pend-
ing. It has been stated that 1heCorporatidn decided to take legal 
action after having failed to settle the matter amicably. The 
Committee are distressed to note that 'it took the Corporation more 
'thanftve VeaTS to take the decision. Such, inordinate delay do not 
sp~ak weli of a commercial organisation like 1.0. C . The' Com-
mittee desire that the matter" should be investigated and respon-
sibility fixed both for the failure to take timely action to get the 
b~nk guarantee revalidated before the date of its expiry as well 
as for the inordinate delay in filing a suit against the firm. 

The Committee would also like to be informed of the final out-
come of the case. 
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-Bepl,. 01. GoverDllleat 

The matter has been investigated by IOC. '!'be original bank 
:guarantee for IOC's tblplates lying in the tirm'l custody was fur-
DfIAed by MIs. New Digvijaysinghji for Rs. 3.4 lakhs and was 
valid only upto 28th December, 1967. On 19th of August, 1967 the 
:amount of the baAk guaraDtee was redueed to Ita. 1.4 lakhs as the 
party had supplied tins valUe at Rs. 1.00 lakhs approximately. 
By a letter dated 30th November, 1967 addressed to the Dena Bank 
MIs. New Digvijaysinghji requesteq, their bankers to revalidate 
the bank guarantee for a further period of 2 months. Dena Bank, 
·on 16th December 1967, advised that they were doing the needful 
;and requested 'IOC to return the original bank guarantee in order 
"to enable them to issue a fresh one for Rs. 1.4 lakhs. On 25th 
January 1968, LOC confirmed that they were agreeable to the pro-
'cedure and would forward the original bank guarantee only on the 
bank undertaking not to part with the same to MIs. New Dig-
vijaysinghji without IOCs approval. The Bank gave such an 
undertaking on 20th January 1968 and based on this the IOC for-
warded the bank guarantee to Dena Bank by registered post in 
February 1968. 

Mis. New Dlgvijaysinghji also confirmed in writing that they 
'were holding 76.316 MTs. of Belgium tinplates as of September 
1967. This figure was subsequently corrected by them to 72.010 Mts. 
From the above it will be seen that necessary action to extend/re-
validate the bank guarantee beyond 2eth December 1967 had been 
taken bv IOC in time. However, the bankers and the party went 
'back on'their commitment in bad faith and the Bank did not issue 
·the guarantee as promised. 

The conclusion of IOC's investigation is that the case has arisen 
'because of malaftde on the part of the firm and their bankers and 
'that AO employee 1ft the roc 1:an be held responsible for this. 

The delay in ftling a suit in the court was because I,OC was 
trying to obtain an out of court settlement with the company. 

'1'here were a n\UQbel' 0« cha'=- and counter claims between 10C 
:end. thla, ftrm. Effort. were made from the beginning of 1968 to 
~ort out the disputes arising out of these claims without recourse 

-Not Yetta:! by Audit. 
tU9d ' tS-:8. 
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to legal action. However on finding that these efforts had not re-· 
suIted in any satiafacto~; result the Map.~gement appoimted a, 
Committee on PPt l\!~ch, ~971.l'his Comittee submitted its report. 
to the management: in 1~72. Nter f~y considering Committee's.. 
nport anet ~ng fu~th~r efforts . to settle the issues by negotia-, 
tions with the, parq, the ~a~gement took the decision to initiate-
1ega~action agains~ the p,-rty in June, 1973. The matter is now 
IUb-judice. . ' 

[Ministry o!Pe'troleum and Chemicals O.M. No. 15-54012/5171-' 
IOC, dated 14-11-1974]. 

Further information called for by the Committee 

The Ministry have stated in tfIe reply that efforts were made' 
from beginning of 1968 to sort ant the disputes arising 'out of the· 
claims and counter claims between IOC and the ftrm without re-
course to legal action. However on finding that- these efforts had' 
not resulted in any satisfactory result, the Management appointed' 
a Committee on 5th March, 1971. This Committee -subrriitted its 
Report to the management in 1972. After considering the Com-
mittee's report etc. the management took the deci~on to initiate' 
legal action against the party in June, 1973, Thi,s matter .is now 
sub-judice. 

The final outcome of the legal action against the party ·concerned~ 
may please be intimated. 

(Lok Sabha Sectt. O.M. No. 13-PU/74; dated 24-~-197~). 

Reply of Govemm~t 

The matter is stillsub-jucbee .. iIOC- had filed,.tfteJq~e ia ~ 
Bombay High Court on 26th June 1973. As per the advice received 
by IOC from its solicitors, the case may. not ~me up .for hearing 
for another three years. - ]. "', '! ' 

:~ .. 
[Ministry" ofPeti-aleum and' Chem'tcals O.M. '~("54012166/' 74-IbC 

,,'" "1 "" t'l""~'d iJd24-7~i9'75'J .. 
~ {r·· .... ; l' !.: .. ," j. 't" .... ~\. " . !IJ\ ~"'.". 

Recommendation SI. No. 35 (Paragraph 8.63) 
j. ~ t , . "/', ' . \.A. 1.-, .. t:' :." , ~ ... 

The Committee find that IOC made payment t'o the ~il~~,.,~· 
railway freight on all tank wagons loaded from the pipeline instal-
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~ati~ at Panki (~l'P.pur~r~~ the'aBSumed <;ar.l,'yinS"Iii'P~city Qf ~ 
1n~~~al t~k .w,asons:~teado$ the actua~c~Hytqg cap,acity 
whIch In m~y cases w9.ft found to be lower. Co~dering the fact 
that the Pilyment was cOQ.tinued to ~~ made for four ,years .ri,iht ' 
from July, 1967, resulting in excess payment of Rs·. 16.03 l~hs, 
upto December, 1970. The Committee are unable to agree with 
the view of the Corporation that the payment was made due to 
an oversight. The Committee desire that the matter shdtild be 
further p'robed into with a view to fixing responsibility for the 
negligence on the part of the officials concerned. The Committee 
would also like to be informed of the refund of the balance' daims 
amounting to Rs. 2.54 lakhs pertaining to the period from January, 
1971. July 1971 but not realised upto March 1973. 

Reply of Government 

The excess payment of railway freight took place immediately 
after a retired Station Master was appointed as an Assistant in the 
Depot. 

'IOC's claim for refund of freight pertaining to the period July 
1967 to December, 1970 was turned down by Northern Railway on 
the plea that it had become time-barred. The matter was subse-
quently taken up by the Chairman of IOC with the Railway Board 
on 12th October 1972 to grant the refund, as it was a case of a 
genuine mistake which could not be disputed but was only being 
technically barred from payment by Northern Railway, The Min-
istry of Railways replied that the Railways could not verify the 
claim. The matter was once again taken up by the Chairman of 
IOC with the Railways. Secretary, Ministry of Petroleum and 
Chemicals; bas also addressed a communication to the, Ministry of 
Railways, for considering the claim on sympathetic grounds on its 
merits and not to reject 'tftelBme'merely on technical grounds of its, 
beingtime.-balTed .. Vigorous follow up is .being·done for realisation 
ot the amount: 'Payments against IOC's claim ,for the period 
January 1971 to July, 1in1 are being received progressively. 

f [l\!linistry of PetroJeuql. • c:hemica~ 0)4. No, 15-54012/5/74-
j l' :~. ,t', ",' , ,"" \ '" IOC, dated 14-11-1974]. 

" 

,'. l'ardIer iaformathtn c.ued for by the ·~tee 
• 'I' ,j • ('" ", ';r :,'\ ,., 

.(1)" The,c.m»tte~,4f:Si.rep the,reaponsibilityto be fixed ~r the 
negligence on the part of officials concerned. The Government 



~.08 

have merely stated that the excess payments of railway freight 
took pia. f:1Imled:l8tely after a retired Station Muter was appoint-
ed as an ~t In the Depot. What actton has been taken agamst 
t~ or aDr other omcial involved has not been intimated. The 
Mtm,tur ~y p~ase give deftnite reply to Committee's recommen-
dation.' , 

(ii) As for realisation of excess. freight paid from July, 1967 
to July, 1971 it has been stated that vigorous follow up is being 
don" ~ realise the amount. The latest position l:tl this regard IIUly 
be intimated. 

(iii) It has also been stated in the reply that railways are 
not refunding the amount because IOC's claim was time-barred. 
The Ministry may please intimate as to what was the time lag 
between the detection of overpayment and the filing of claim? 
What were the reasons for delay in fiijng the claim? What action 
has been taken against the delinquent officials concerned? 

(iv) It has been stated in the reply that payments against 
lOC's claim for the period January, 1971 to July, 1971 were being 
received progressively. The Ministry may please intimate the 
amount received by IOC so far and when the final payment is 
likely to be made by the Railways, 

~. 
(L.S.S. O.M. No. 13-PU/74, dated 16-12-1974). 

Reply of Government 

(i) and (iii) roc has been advised to hold an enquiry at a senior 
level to fix nsponsibility for negligence on the pan of ellcitis oon-
cerned, if any, for the lapse reeulting ill cwerp&y.mell\ flo the Rail· 
ways and alBo to c1etermfne if their. was 8!IIJ' avol .... delay in 
preferring claims after the iJUtial lapee WM: de~eeted. and, ii 80 fix 
reBpOnstblla,ty _ tbe IIIIIDe aDd talre sWiable- actfon. 

(ii) On a reference from this Ministry, Railway Board has 
stated that these c).ims are not only time-barred under Section 
78(b) of the Indian Railways Act, but also barred for suits under 
the Law cd LtJIIIIIatlOlll\ .ven if this tJecbnica' plea .. Wit taken, 
there is • severe physical limitation which makes the task of re-
viewing these claims, which involnsa recitect of ~s of 
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invoices and their verification with reference to the forwarding 
notes and accountal particulars which may DOt be ~able tn a 
number of cases at this laiestage, very diftlcult. Nothern Railway 
Administration would nevertheless be making an en"-vour . W 
finalise claims pertaining to as many invoices as po_bIe but the, 
prospects of settlement of many of these claims are not quite 
encouraging in view of these physical' limitations. IOC is, how-
ever, pursuing the matter with Northern Railway which has been 
issued instructions aecomingly by the Railway Board. Finalisation 
of thi:; matter is, however, likely to take time. 

(iv) The total claim for the period January, 1971 to July 1971 
is Rs. 3,08,7041- of which Rs. 46,4261- has been received till now. 

[Ministry of Petroleum and Chemicals O.M. No. IS-54012 (5) 74-
IOC, dated 14-11-19741. 

Recommendation SI. No. 38 (Paragraphs 8.90 to 8.93) 

The Committee note that under the arrangements between the 
Corporation and rOBL the Corporation gets its base stocks and 
additives blended in the IOBL plants in consideration of which the 
Corporation was to pay a blending fee at 5 cents for premium grade 
lubricants and 2 cents for non-premium grade lubricants, 60 cents 
and 25 cents per pound for premium and non-premium greases. The 
Committee note that on account of devaluation, the blending fees 
were enhanced by 57.5 per cent. 

The Committee fail to understand as to why the Corporation 
should not have stipulated the blending fees in Indian currency in 
the agreement with rOBL which is an Indian Company and why 
no attempt was made in this regard either initially or even at the 
time of the revision of the fees later. The failure to fix the fees in 
Indian currency has given an unit ended benefit to IOBL. 

The Committee recommend that the Corporation should see that 
such commitments in foreign currencies with Indian firms are 
avoided in future. 

The Committee recommend that Government should issue suit-
able directions in the matter to all the public undertakings. so that 
the commitments of this nature are settled in Indian rupees and not 
in foreign currency, particularly, when the companies with whom 
contracts are entered into are companies incorporated in India. 

1 
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Reply of Government 

The Committee's recommendations have been noted for future 
guidance. A copy of the instructions issued to the public sector 
undertakings in this regard vide this Ministry's letter No. 54012.1931 
'74-IOC dated 9all·1974 is enclosed (Appendix XL). 

[Ministry of Petroleum and Chemicals a.M. No. IS-54012 (5) 74-
laC, dated 14-11-1974]. 



CHAPTER V 

'RECOMMENDATIONS IN RESPECT OF WHICH FINAL 
REPLIES OF GOVERNMENT ARE STILL AWAITED 

Recommendation 81. No. 8 (Paramph 3.31) 

The Committee note that although it was a'3 early as 1966 that 
-the dispute arOSe between the Burmah-Shell and the IOC in regard 
to payment of devaluation duty on the products outstanding for 

-return by the Corporation to the Burmah-Shell as on 5th of June, 
1966. Under the Installation Exchange Account, the matter was 
kept pending for settlement. It was only in October, 1969 that the 
case was referred to the solicitors. Even after this the Committee 
find that the suit was tiled a·gainst Burmah-Shell for the recovery 
of the amount withheld by them only in March, 1971. In the 
opinion of the Committee, this delay of over 5 years on the part of 
the IOC seems hardly justified. The Committee would like to be 
informed of the outcome of the case. 

Reply of Government 

Suit filed against Burmah-Shell for the recovery of amount 
-withheld by them under the Installation Exchange Account has not 
been taken up yet by the High Court of Bombay. The outcome of 
the case will be intimated to the committee. 

[Ministry of Petroleum and Chemicals O.M. No. Y5-54012(5)174-
IOC, dated 21-10-1974.1 

Recommendation SI. No. 26 (Paragraph 7.44) 

The Committee also note that during April to July, 1972. the 
COI'poration was required to lift 2025 Ids. of transformer oil ear-
ma.rked by the firm. However, since the Corporation could not 
secure any order for sale as the selling price was not competitive, it 
was unable to lift its share of the oil. It, however, supplied on 
·credit base stock worth Rs. 42: 79 lakbs to the firm between May to 
August, 1972. The Committee were informed that out of 2,025 kls . 
. of transformer oil earmarked by the firm under the agreemenc, the 

111 
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Corporation was, upto 31st August, 1973, aole to dispose of only 
1,498 kls. While the Corporation made. a gross profit of Rs. l' 5Eb 
lakhs on this sale, it incurred a loss of Rs. 3.56 lakhs as interest upto 
31st August, 1973 on ·the bloekedcapital of RI. ~.91 lakhs represent-
ing the value of basestoeks supp~ed to tlti.e firm on credit. The 
Committee are constrained to observe that the entire deal with the 
firm had been finali8e!i by the IOC without a careful analysis of 
the C'Ontractual obligations and financial implications thereof. The 
Committee therefore, recommend that Government should conduct 
a thorough investigation into the matter so as to pinpoint the lapses 
at the various stages and also fix responsibility f'Or the loss suffered 
by IOC. 

Reply of Government 

With a view to fixing the selling pIke of transformer oil statu-
torily, a no~fication under S'ection 19 of the I.ndustries (Develop-
ment and Regulation) Act, 1951 was issued in May, 1972 emp'Ower-
ing an Officer of the Cost Accounts Branch, Ministry of Finance, to' 
obtain the cost data from all the manufacturers of transformer oil 
for furnishing a- report on fixing a fair selling price for this product. 
The Report was submitted by the Cost Accounts Officer in Decem-
ber, 1972 and it was held that data for sufficiently long period for 
the two large scale units was not available and therefore, it might 
not be appropriate to reach conclusions on the basis of data already 
collected. It was also noticed that the competition between manu-· 
facturers of transformer oU was reSulting in considerable price ad-
vantage to the consumers, who were mainly the State Electricity 
Boards. It may also be pointed out that the determination of ceiling 
selling prices of various lubricants and specialities including trans-· 
former oil is one of the terms of reference of the Oil Prices Com-
mittee, constituted by Government in March, 1974. Based on the 
recommendations of the O.P.C., action would be taken by Govern-
ment reg,arding fixing of ceiling selling price of transformer oil. 

[Ministry of Petroleum and Chemicals O.M. No. 18-54012(5)/74-
IOC, dated 6-2-1975l 

Further Information caned for by the Committee 

The Ministry have also stated that the determination of ceiling 
selling prices of various lubricants atld specialities including trans-
former oil is one of the ferms of' reference of the Oil Prices Com-
mittee, constituted by Government in March, 1974. On the recom-
mendations of this Committee, action would be taken by Govern-
ment regarding fixing of ceiling selling' price of' transformer oil. 
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Please intimate whether the Oil Prices Committee has given its. 
report to the Government. If so, what action has been taken there-
on. If no report has been received so far then please intimate as 
to when the same is likely to be received. 

[L. S. Sectt. No. 13-PU/74 Dated 24-6-1975]. 

Reply of Government 

In the Interim Report submitted by the OPC in February, 1975 
this matter was not dealt with. Final rep':Jrt of the Oil Prices 
Committee is expected by 16-9-1975. 

[Min. of Petroleum and Chemicals O. M. No. IS. 54012(68) /74-IOC r 

Dated 24-7-1975]. 
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APPENDIX I 

{Vide Reply to recommendation at Paragraph 4.45-Chapter II] 

No. 1 (1) /74-FSP 

~To 

'Sir, 

GOVERNMENT OF INDIA 

MINISTRY OF PETROLEUM AND CHEMICALS 

NEW DELHI, the 18th November, 1974 

The Managing Director, 

Indian Oil Corporation Ltd., 

(Marketing Division), 

.254-C, Dr. Annie Besant Road, 

Prabhadevi, Bombay-400025, DO. 

I am directed to say that the iSSUE) of giving reimbursement of 
under-recoveries from the FSP on all kerosene oil m.ovements from 

'.SUiguri to Gauhati supply area has been examined by this Ministry 
In consultation with the Chairman, Indian Oil Corporation and it 
has been decided that in future no reimbursement of under re-
coveries from the F'SP wowd b_ permiasible. for rail movement of 
KeroHlle oil from SWauri to Gauh,ati 8upply ar.ea to the extent of 
pipeline movement unQrtaken from Gauhati to Siliguri during the 
~month. 

yOW's faithfully, 

801- (N. C. GUPTA) 

Deputy Secretary to the Government of India 

,Copy for F. 54012(33) /74-IOC. 
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[Vide Reply to recommenclatio~ at ;Paragr,aph No. 4.52-Chapter II]' 
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',: CO~~ .' 
INDIAN .oIL CORPOR.~TION ~MlTE~ 
(Mark,eting D~vh;iQn) 

HEAD OFFICE 

HO Operations 

OP/36 
Sept. 9, 1974 

"true copy" 

Performance of Corporation Owned Tanktrucks. , 

All BMs" 

During the recent Branch Managers' Conference held in Bombay 
on 23rd, 24th and 25th August 1974, the performance of company 
owned tanktrucks came under review. The various aspects of' 
tanktru,eks o,p~x:ations were discussed for maintaining strict control 
on operating costs. Efficient operat'iops. of c6mpany owned ~ tank-
trucks, assume higher priority at the present juncture 'Of meagre' 
avail~1?mty of ,resources. ' 

For the past 3' years or 'So, it 'has not been posSible to and new . 
trucks 10 our total flee£which stands around' (310 ,with a capacity 
of about 3200 KI;. including the mation truQks,' Apl'toximately ao 
new trucks are b&g procUred eveI'y year which anfj~tBuftlC1ent 
to replace old and uneconomical units. ' 

We . ~ve 'hereunder a few guidelines for the Branches to main-
tain, e~tiv.e • .contf:'Q.\ on utilisation of company owned fleet of 
tanktrucks. If the C'Ompany owned tanktrucks are efficiently opera-
ted, they are' a ~ee of earnilJl' 'a:lI9~ 

(8) Aviod split loads/mixed loads;' ", (',: ',. ',.~ :qi 

(b) Pre-documentation and reduction in filling I decanting . 
time, 
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j. ': ,(C) :li'efC8llUtge,utJlisati~ should l)Qt be lesS than 15·pa1i .cent,-

(d) Idling ho~rs should not be ~or~' than 6 Per ~e% 
(e) tServicing and repair hours should not be more than 15 

per fl~D,t and if possible carried out on Holidays and' 
Sundays, 

(f) The approximate ratio KMs X KLs should be around 16 
lacs i.e. on an average a truck of 10 XL should deliver 
400 KL and travel around 4000 KM, 

(g) Reasonable fuel consumption should be 5 KM pel' litre, 
reasronable lube consumption should be 300 XM per litre. 

The above are some of the guidelines though they are not 
exhaustive. . f: -, 

We have analysed performance of some of our units in each 
Branch and give hereunder the operating costs of company owned 
units versus contractors' trucks separately: 

R'lte 
Paise 

KM KL Actual Cost 
exp!n~:: t'uough 

contrac- . 
tors 

_6 ___ 4 ___ .. ____ 4 ____ ._. _ ._o_e ___ o ___ ._. ___ • _____ ._._._._._._._._._. _ • ____ • __ 

Rs. Rs. --NB:-Local per KL : 
Long haul p!r 

5'75 846 3018' 00 48/54'50 

KL/KM: 8'5 4231 4855'00. 3236·72 

EB:-Loc:aIperKL : II'oo 522 4941'00 5742'00 
Long ha\',) per 

KL/KM: 10'5 3845 4397'00 3().33 '00 

WB:-·Localper KL: 
Long haul p:r 

11'00 621 3°00'00 6831'00 

KL/KM : 10'5 2836 3492'00 2680'00 

SB: _. LccaI per KL : 5'50 
Long haul p:r 

972 3642'00 5346'00 

KL/KM : 10'0 2709 3665'00 .2438' 10 

The above table indicates that company owned trucks are econo-
mical fol' local trips and for longer hauls contractors' trucks are 
cheaper. For good utilisation, trucks should be given short and' 
longtrips intermittently in big cities to improve the performance 
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and maintain the balance between KM and KL ratio. A study may 
be carried out at Branch level to ebeclt the'MIeak even point between 
long distance and short distance so that performance o.f the truck IS 

.at optimum l~vel. 

,cc: BOMs MISIWIE Branches. 
·:::c: Dy GM(Facilities). 

Sd./-
Operations Manager 
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APPENDIX IV 

[Vide Reply to recommendation at Paragraph Nos. 9.11 and 
9.12-Chapter II] 

INDIAN OIL CORPORATION LIMITED 

CHAIRMAN'S OFn:CE 

Delegation of Powers to the Chairman and the 
Managing Directors of R&P Division 

New Delhi 

DJ- 4-7-75 

and the Marketing Division as 
approved by the Board of 

Directors 

PREAMBLE 

1. For all matters arising within the area of. their administrative 
control, the Chairman/Managing Directors shall have full powers 
subject to the following provisions:-

(a) For items listed in EnclO'Sure I, powers shall be exercised 
only by the Board of Directors. 

(b) For items listed in Enclosure II, the powers shall be 
exercised only by the Chairman. 

(c) For items listed in Enclosure III, the ChairmanjMDs, 
shall SUbmit reports to the Board. 

(d) For items listed in Enclosure IV, financial concurrence 
will be required. 

(e) The Chairman and Managing Directors shall eocercise 
these powers subject to the condition that expenditure 
incurred on capital account shall be within the allocations 
made for specific purposes in the approved budget. For 
capital works, for which there is no specific proviSion in 

122 
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the approv~ budget or where the expenditure is required 
~o be incurred in excess of allocations for specific purposes 
In the ~pproved budget, such expenditure can be incur-
red provided that as a result of this additional ,expendi-
ture, the total budget for the year is not exceeded and 
subject to the rules relating to the approval of projects 
by the Board/Government. A statement of all sanctions 
issued in excess of Rs. 2 lakhs by such reappro~riation 
in each case, shall be submitted to the Board at the 
next meeting. 

(f) These powers will be subject to the provisions of the 
variolU! statutory enactments applicable to the Corpora-
tion, the Memorandum and Articlfes o~ Association of the 
Corporation, the Directives issued by the Govemmentand 
the policies laid down by the Board from time to time. 

2. The Chairman and Managing Directors shall have full powers 
to institut?, defend, compound or abandon legal proCeedings or 
refer claims to arbitration and execute powers of .. the att~rney and 
sign Vakalatnamas, MukhtiaTnamas, Plaints,' written statements 
and all other documents and papars in connection with case in law 
courts or before arbitrators or before TribunalslCommissions of 
Inquiry on behalf of the Corporation. 

3. The ChairmanlMDs may sub-delegate powers conferred upon 
them to subordinates under their administrative control subject to 
a I"eport being submitted to the Board of Directors immediately 
following the date of each sub-delegatidnl 

Enclosure I 

The f<>llowing matters shall requIre the sanction of the Board of 
Directors: -

A. BUDGET: 

1. Long term/annual plans and capital and revenue budget 
estimates. 

B. PERSONNEL: 

2. Changes pertaining to w.age structure, emoluments, perqui-
sites and rules relating to the..~ondit.ions of service approved by 
the Board. For relaxations in the rules also, Board's approval shall 
be obtained. 

3. Creation of posts on approved scales of pay in the grades 
above Rs. 1800-2250. 
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4. Selection/appointments/promotions and fixation of initial pay 
on the advice of the appropriate selection committees in respect of 
offtcers in the grades above Rs. 1800-2500. An outside expert may 
a1$0 be associated in the Selection Committee where necessary. 

5. 'l'erminatiol\ of/dismisal from the service of officers in the 
grade of Rs. 2000-2500 and above as a result of disciplinary pro-
ceedings. 

6. Termination from the service of all officers after due notice 
and without assigning reasons under the standard termination 
clause ot the appointment letter. 

7. Acceptance of resignation of officers above the grade of Rs. 
1800-2250. 

C. WORKS & PURCHASES: 

Estimates 

Budgeted Programm": 

8 (a). Any item of work above Rs. 25 lakhs of capital nature 
included in the approved. annual capital budget. 

Note: This, however, shall not apply to project works in-
cluded in the DPR with estimates of different component 
parts of the project duly approved by the Central Gov-
ernment. 

8(b). Capital expenditure in excess of 10 per cent of the esti-
mates on a component part thereof approved by the Board or the 
Central Government. 

Un-budgeted Programmes: 

8 (c). Any estimate above Rs. 15 lakhs for new itern1l of capital 
nature not included in the approved annual capital budget. 

N.B. The above power will be exercised only when theft' are 
countervailing savings in other items. If, however. the total budget 
is likely to be exceeded, approval of the Government will be neces-
sary. 
ContTactB: 

9(a). Accept4nce of Single TendeT: 

In the case of Private 
Parties 
Abo~ the value of 
Rs. 5 lakhs 
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In the case of Public 
Sector Enterprises 
Above the value of 
Rs. 50 lakhs 

(b) Acceptance of Limited but Lowest Tender: 

Above the value of 
Rs. 25 lakhs. 

Above the value of 
Rs. 50 lakhs 

(c) Acceptance of IJim~ted Tender-Other than the Lowest: 

Above the value of 
Rs. 15 lakhs 

Above the valUle 01 
Rs. 50 lakhs 

(d) Acceptance of Open Tender-Othe .. tMn the Lowest: 
Above the value of Rs. 25 lakhs. 

(e) In the case of items covered under rate runniAg contracts, 
entered into by DGS&D, it will not be neCiesaary to invite any 
tenders. 

10. Any changes in the rates in a concluded contract/or.der in 
excess of 20 per cent of the contracted/ordered rate or the financial 
implication of such changes exceeding as. 5 lakhs in each case 
whichever is lower, subject to the conditions that:-

(i) if any contract is approved by the Government/Board, 
change should be made only after approval of Govern-
ment/Board is obtained; 

(ii) if as a result of the change the limit is exceeeled, approval 
of the competent authority should be obtained; and 

(iii) in case of all changes, reasons should be recorded. 

11. Settlement of disputed claims, under legal or solicitor.' 
advice, outside the court of· law exceeding RI. 2 lakhs in each case. 

D. WRITE OFF: 

12(a). Write off of losses of any item of store, eQuipment, plants 
etc. other than petroleum products exceeding Rs. 2 lakhs in each 
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caSe in the event of theft, fraud or negligence and exceeding Rs. 
5 lakhs in other cases. 

(b) Write off of losses above Rs. 2 lakhs in each case on sale of 
contaminated and· off-specification products below cost. 

(c) Write off of losses of petroleum products: 

(i) Ocean loss-above 1 per cent 

(if) Other losses-above 2 per cent 

E. FINANCE: 

13. To make calls· on shareholder in respect of moneys unpaid 
on their shares. 

14. To issue debentures. 

15. To borrow moneys otherwise than on debentures. 

16. To invest the funds of the company not immediately requ~r­
ed f<or the purpose of ·company. 

17. To make loans other than those under approved schemes or 
poliCies . 

. 18. To open accounts with banks and to draw moneys from such 
accounts. 

19. T& approve cash credit/overdraft arrangements with the 
banks. 

F. GENERAL: 

20. The grimt of.compensation to andlor settlement of claims, 
in favour of any party other than company employees arising from 
any cauSle,exceeding Rs. 25,000 in each case. 

21. The sale or alienation in any form of any immovable. property 
vested in tbe company. 

22. Any grant or donations above Rs. 10,000 in each case. 

23. (a) Ex-g.,..".tia payment to. company employees, not. arising 
from approved poliCy or rules, exceeding Rs.2000 in each c~e, or 
Rs. 25,000 in a year. 
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(b) Ex-gratia payment to private parties. 

24. The contract of the type in which the Directors are interest-
ed; as mentioned in Section 297 of the Companies Act, 1956. 

25. Sale of petroleum prod~cts, other than contaminated or off-
specification products, to parties at rates below cost, except in cases 
where the selling prices are regulated by the Government. 

26. Expenditure on publicity schemes costing Rs. 1 lakh and 
abov,e in each case. 

27. Payment of advances to contractors/suppliers other than 
Government/Public Sector Organisations (excluding advanc2s 
against despatch documents/supplies/work done), in respect of 
contracts over Rs. 2 lakbs, in case the advance exceeds the 20 per 
cent of value of the contracts/goods supplies or Ms. 10 lakhs which-
ever is less. 

28. Payment of advance rental for lands or buildings, exceeding 
2 years ren'tal or Rs. 2 lakhs, whichever is less, in each case (ex-
cluding payment to Government, Semi-Government, Public Sector 
Undiertakings, local bodies etc.). 

2,9. Purchase of land/buildings and/or other facilities above 
Rs. 25 lakhs in each case and all proposals of residential accommoda-
tion irrespective of their value. 

30. T.A. to foreign experts/consultants except where covered 
by foreign collaboration agreement. 

3i., Waiving of compensa,tion above Rs. 1 lakh, for loss and/or 
1iquida~d damages due to failure of contractors in ~ch case. 

32. Fixation 'Of. rent ceiling for company 1Iease houses. 

33. In the following matters, certain procedural restrictions are 
imposed on the Board of Directors by the Companies Act 1956. All 
such matters,' th~refore will be placed before the Board for proce-
dural requirements of the Act. 

(i) To sell, lease or otherwise dispose of the whole, or sub-
stantially the whole of the undertaking of the' company. 

(it) To remit or give time for th~ ;repaymeht of any'debt due 
by a Director. ' 
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(iii) To make contributions to political parties; to make chari-

table co,ntributions in excess of Rs. 25,000/- or 5 per cent 
of its average net profits for three financial years which-
ever is greater. 

(iv) To appoint sole selling agents. 

34. Any diversification of existing activity. 

Encloswre II 
In respect of the following matters, the powers shall be exer-

cised only by the Chairman. 

A. PERSONNEL. 

1. Creation of posts in the grades of Rs. 1400 .. 1760 and upto and 
including Rs. 1800-2250. 

2. Grant of special pay for any post or employee/officer upto 
and including the grade of Rs. 2000-2500. 

3. SelectiQ1l/appointment;promotioD and fixatiOR of initial pay 
on the advice of the appropriate selection committee, of ofti.cers in 
the grade of Rs. 1400-1760 and up to and including Rs. 1800-2250. 

4. Officiating arrangements to posts in the ,rade of &S. 2OOO~00 
and Rs. 2500-3000. 

5. Acceptance of resignation of oIftcers in the grade of Rs. 1400-
1760 and upto and including Rs. 1800-2250. 

6. Reviewing of Confidential Reports where the Managing Direc-
tors and other functional Directors are the reporting authority. 
ewatefsigning C. R~. of all officers in the grade of Rs. 1'70{)-2100 and 
above befo~ these a:te sent to Secretary (Petroleum) for pel'usal. 

In respect -of all officers in the grades of Rs. 1'700-2100 and above, 
for the purposes of their career planning and progression and trans-
fe!'! aM postings, Chairman's approval wiil be required. 

7. Finalisation of procedure for grant of advance increments tor 
outstanding merit within the policy approved by the Bo8l'd. 

Estimates: 

BucigetN Prctgrammes: 

8 (a) Any item of work above Rs. 15 lakhs and upto RI. 25 lakh'8 
of capital nature included in the approved annual capital budget. 
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N.B This, however, shall not apply to project works included in 
the DPR with eAimates of different component parts of the 
project duly approved by the Central Government. 

Un-budgeted Programmes: 

8(b) Any estimate above Rs. 10 lakhs and upto Rs. 15 lakhs for 
new items of capital nature, not included in the approved annual 
capital budget. 

N.B. The above power will be exercised when there are counter-
vailing savings in other items. If, however, the total budget 
is likely to be exceeded, approval of the Board Government 
will be necessary. 

B. WORKS, PURCHASES AND SALES: 

9(a) All commercial contracts to be concluded with foreign 
parties subject to prior approval of the Govt. of India being obtairted 
before the contract is finalised. 

"NOTE: This however, will not apply to purchase contracts 
in respect of &p&res, equipment, dtemicab and additives 
required for the iI'UDDiq refi'Dedesftnstal1a1kms and in 
respect of equipm~nt and. materials re,uired. for approved 
projects up to a limit of Rs. 1 crore per contract. (How-
ever for any import, Government's approval will be re-
quired) ". 

(b) All contracts for a period of one year and above aDd of a 
wlue of Rs. lcrore and above. 

10 (a). Acc~ptance oj Siw.gle Tender: 

In the case of In the case of Public 
Private parties. Sector Enterprises. 

"Between the value of Between the valu.e of 

Rs. 3 lakhs and Rs. 5 lakhs RI. 25 lakhs and Rs. 50 lakhs 
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(b) Acceptance of limited but Lowest Tender: 

Between the value of Between the value of Rs. 25 
Rs. 15 lakhs and Rs. 25 lakhs lakhs and Rs. 50 lakhs. 

(c) Acceptance of Limited Tendeor-Other than Lowest: 

Between the value of Between the value of Rs. 25 
Rs. 10 lakhs and Rs. 15 lakhs lakhs and Rs. 50 lakhs. 

(d) Acceptance of Open Tender-Other than Lowest: 

Between the value of Rs. 15 lakhs and Rs. 25 lakhs. 

"NOTE: In respect of sales contracts, wherever the word 
"Lowest" appears in B, C and D above, the same should 
be read as "highest". 

11. Settlement of disputed claims under legal or solicitor's advice 
outside the court of law, over Rs. 1 lakh but upto Rs. 2 lakhs hi each 
case. 

C. WRITE OFF. 

12. Write off of losses of any item of store, equipment, plants etc. 
other than petroleum products below Rs. 2 lakhs in each case in 
the event of theft, fraud or negligence and below Rs. 5 lakhs in other 
cases, but:-

(a) of the value above Rs. 25,000/- in each case, not due to 
theft, fraud or negligence; 

(b) of the value above Rs. 20,000/- in, each case, due to theft, 
fraud or negligence. 

(c) of the value above Rs. 25,000/- in each case of am.ounts 
due to the Corporation, including book debts, considered 
irrecoverable. 

13. Write off of toss' of petroleum products: Norms for different 
types of losses as well as authorities to apprpve s\lch losse.s ,will be 
laid dowh by -the Divisions with the approval of the Chairman. 
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D. GENERAL. 

14. Grant of compensation to and or settlement of claims, in 
favour of any party other than company employees above Rs. 15,000 
and upto Rs. 25,000/- in each case. 

15. Any grant or donations between Rs. 5000/- and Rs. 10,000/-
in each case subject to annual limit of Rs. 1 lakh. The annual limit 
for MDs will be Rs. 50,0001-. 

16. Ex-gratia payment to company employees not arising from 
any approved policy or rules upto Rs. 2,000/- in each case or 
Rs. 25,000/- ih a year. 

17. Purchases of landjbuildings andjor other facilities above 
Rs. 5 lakhs but not exceeding Rs. 25 lakhs in each case, except for 
residential accommodation. 

18. Fixation of norms of rent for quarters, lands, buildings etc. 
belonging to the Corporation. 

19. Expenditure above Rs. 2000/- and upto Rs. 1 lakh in each 
case on ceremonial occasions. In the case of MDs, the annual limit 
will be Rs. 25,000/-. 

20. Hiring of office accommodation exceeding a rental of 
Rs. 25,0001- per month in each case. 

21. Waiving of compensation between Rs. 25,000/- and Rs. 1 lakh 
for loss and/or liqUidated damages due to failure of contractors in 
each case. 

22. The Chairman, may from time to time, issue such directives 
to the Divisions as may be necessary to implement the !>rogl'r.mmes 
and policies and to improve the performance, profitability and image 
of the Corporation. The MDs shall give immediate effect to the 
directives so issued. 

23. In between two Board meetings, the Chairman may, to meet 
an emergency, exercised the powers of the Board providE"d, how-
ever, that a report is made to the Board at its next meeting and ex­
post-facto sanction or approval obtained. 

"NOTE: This, however, does not restrict the Managin.;?; Direc-
tors in exercising their own powers in emergencies Such 
as fire, flood, major accidents, and the like to savp. further 
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loss to property or life of people working in Refineryl 
Installation, notwithstanding the restrictions contained in 
1 (f) of the preamble to the Delegation of Pow~rs so far 
as it relates to the policies laid down by the Board from 
time to time. It will be necessary to make an immediate 
report to Chairman who will obtain Board's ex-post-facto 
approval at the earliest opportunity." 

24. Foreign economic relations. 

25. Approval and their deputation to all foreign tours of Cor-
poration's employees subject to a periodical report of such tours 
and the results thereof being submitted to the Board. 

ILLUSTRATIVE FUNCTIONS AND RESPONSIBILITIES OF THE 
CHAIRMAN 

(1) All functions and responsibilities enjoined under the Articles 
of Association of the Corporation and the Companies Act. 

(2) Preparation of over-all developmental, operational and eco-
nomic plans for the Corporation by integrating and, if necessary, 
proposing the modification of the plans of the several Divic:ions. 

(3) Co-ordination of the work of all the Divisions of the Cor-
poration and for this purpose to:-

(a) call for any information from any Division; 

(b) arrange inter-division discussion or consultations for 
resolving differences or difficulties; 

(c) report any matter to the Board, whiCh, in the opinion 
of the Chairman, requires consideration by the Board; 
and 

(d) watch and ensure implementation of the decisions ·of the 
Board or of Government as the case may be. 

(4) Allocation of funds to the Divisions of the Corporation, in 
consultation with the Finance Director, so as to ensure their best 
utilisation on the plans and policies approved of for the Corporation. 

(5) Chairman's Office will be the channel for communications 
with Government in respect of all matters involving policy and 
finance. 11 is not necessary that each and every letter must issue 
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from the Chairman's Office, bu~ on all important matters commu-
nications may issue either from his Office or from the offices of the 
Divisions concerned after papers have been shown to the Chainnan 
and necessary orders obtained. This WQuld be particularly neces-
sary where references received by one Division cover thefteld of 
activities of the other Divisions. Correspondence of a routine na-
ture, including monthly progress reports, when not touching other 
Divisions, can go direct, with a copy to the Chairman. 

(6) In respect of discussion~ with Government and negotiation 
with other Companies, Chairman will be brought into the picture 
well in time, so that it can be decided whether Chairman's Office 
should participate or discussion be left to the Division concerned 
alone. 

(7) Chairman's Office will provide guidelines to all the Divisions 
and be responsible for:-

(a) Industrial relations and personnel policies; 

(b) Inter-change of personnel between the Divisions; 

(c) Terms & Conditions of service aimed at ensuring uni-
formity as far as practicable; 

(d) Absorption of surplus .hands of one Division in other 
Division. 

(8) Chairman will be the competent disciplinary authority for 
posts beyond the powers of the Managing Directors and will be 
responsible for over-all vigilance and maintenance Of discipline. 
This will not, h~wever, whittle down the responsibilities of the 
Divisions concerned in regard to these matters. 

(9) Any matter likely to raise controversy with Government, 
sister Divisions, any important organisation, official or non-official, 
Indian or foreign, will be brought to the notice of the Chairman, as 
early as possible, and the Division concerned will act under his 
guidance and instructions. 

NOTE: The Board of Directors have delegated some powers 
to the Chairman from time to time. Such of tho~e powers 
which are not incorporated in the above delegations will 
not be affected and continue to be exercised by the Chair-
man. 
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Enclosure-III 

In the exercise of powers in respect of the following matters, a 
report to the Board shall be made by the Chairman/Managing 
Directors. 

A. PERSONNEL: 

1. Creation of posts in all the grades. 

2. Termination of services/dismissal of officers in the grade of 
Rs. 1400---1700\- and above. 

3. Travel by air of non-eligible employees drawing .basic pay of 
less than Rs. 1,000/- p.m. 

B. WORKS AND PURCHASES: 

4. Acceptance of tenders other than the lowest tender exceeding 
Rs. 10 lakhs in each case. 

5. Award of contracts, on a single tender basis or without call-
ing of tenders, exceeding Rs. 1,00,000/- in each case. 

6. Settlement of disputed claims under legal or solicHor's advice 
outside the Court of Law, above Rs. 1,00,000/- in each case. 

7. Purchase of land/buildings or other facilities, exceeding Rs. 5 
lakhs. 

C. WRITE OFF: 

8. Write off of losses above-

(i) the value of Rs. 15,000/- in each case not due to theft, 
fraud or negligence. 

(ii) the value of Rs. 5,0001- in each case due to theft, fraud or 
negligence. 

(iii) the value of Rs. 10,000/- in each case, of the amount due 
to the Corporation, including book debts considered ir-
recoverable. 

D. GENERAL: 
9. A statement of all sanctions issued in excess of Rs. 2 lakhs for 

capital works, for which there is no specific provision in the ap-
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proved budget or where the expenditure is sanctioned in excess of 
the allocation for specific purposes in the approved budget. 

10. Items of non-recurring expenditure (other than capital ex-
penditure) and not provided in Revenue Budget exceeding 
Rs. 1,00,000/- in each case. 

11. Rental agreements for hired accommodation with private 
parties involving payment of advance rental of Rs. 50,000/- or above 
in each case. 

12. Claims or demands referred to for arbitration or Court of 
Law, or civil/criminal suits filed by or on behalf of the Company or 
against the Company exceeding Rs. 2 lakhs in value in ear.h case. 

13. Grant of compensation to and or settlement of claim'S in 
favour of any party other than company employees, above 
Rs. \5,000/.- in each case. 

14. Any grant or donations above Rs. 5000/- in each rase. 

15. Ex-gratia payment to company employees not ariSing from 
-.any approved policy or rules upto Rs: 2,0001.- in each casp.. 

16. Re-appropriation of funds from one revenue head of account 
to another head or new items of revenue expenditure not included 
m the approved revenUe budget over Rs. 3 lakhs in each case .other 
than materials for operation and maintenance requirements. 

17. Waiving of compensation for loss above Rs. 25,000/- due to 
failure of contractors in each case. 

Enclosure IV 

MATTERS REQUIRING FINANCIAL CONCURRENCE 

1. PERSONNEL: 

(a) Proposals involving variations with reference to the existing 
wages.tructure, emoluments, perquisites and service rules including 
negotiations with Unions on such matters. 

(b) Sanction of recoverable advance to employees in excess of 
budget provisions. 

(c) Payments to employees in respect of matters not l'overed by 
specific rules including ex-gratia payment. 
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2. WORKS, PURCHASES, TRANSPORTATION & SERVICES: 

(a) Proposals for sanction of capital expenditure. 

(b) Evaluation and acceptance of tenders and execution of con-
tracts and award of contracts without inviting tenders. 

(c) Variations in the standard terms and conditions of contracts. 

(d) Variations in accepted contract rates. 

(e) Negotiations with tenderers regarding price or the terms and 
conditions of the contract. 

(f) Sanction of extra item rates and ex-gratia payments. 

(g) Proposals for expenditure in excess of the original sanction 
for capital works. 

(h) Proposals for advance payment to contractors/suppliers with 
or without security. 

(i) Settlement of disputed claims. 

(j) Waiving of compensation/penalties/liquidated damages for 
loss due to failure of contractors/suppliers. 

(k) Rescinding of contracts. 
(1) Referring of claims or demands of contractors/suppliers for 

arbitrations. 
(m) Variations in the tendering procedure. 

3. GENERAL: 
(a) Advance payment to outsiders with or without security. 

(b) Write off of losses. 
(c) Price "fixation of products/materials for sale. 

(d) Disposal of materials, surplus or otherwise. 

(e) Insurance arrangements. 
(f) Investment of money not immediately required for the work-

ing capital of the company. 
(g) Permitting credit arrangement for outside parties. 
(h) Matters relating to the changes in the accounting systems . 

• (i) Sanction of imprests and arrangements relating to handling 
of cash. 
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(j) Fixation of rents for quarters, lands, buildings etc. 

·(k) Expenditure on ceremonial occasions. 

·(1) Hiring office accommodation, plant, machinery, furniture etc. 

(m) Legal charges and other professional fees. 

(n) Re-appropriation of capital and revenue budget. 

(0) Export Contracts. 

NOTES 

(1) In respect of the above items, the Chairman shall obtain 
financial concurrence from the Finance Director and the Managing 
Directori from their respective Financial Controllers. 

(2) In case of disagreement between the views of the FD and 
Chairman, and the latter over-rules the advice of the former, for 
reasons to be recorded in writing, the Chairman shall bring such 
matters to the notice of the Board. 

(3) In case of disagreement between the views of the Financial 
Controller and the Managing Director and the latter overrules the 
advice of the former, for reasons to be recorded in writing, the 
MD shall bring such matters to the notice of the Chairman through 
the Finance Director. 

(4) The Chairman may add any item to the above list which in 
his opinion requires financial concurrence. 

(5) With a view to provide flexibility' and to meet the adminis-
trative requirements, the Financial Controller may sub-delegate his 
powers of financial concurrence or may fix financial limits for which 
no financial concurrence would be necessary. Such sub-delegation 
mll be!ubject to the approval of the Finance Director. 



,. , APPENDIX V 

(Vide reply to recommendation at Paragraphs Nos. 9.17 and 9.1a:-

Chapter II) 

To 

No. 48011 (5) 173-IOC 

GoVERNMENT OF INDIA 

MINISTRY OF PETROLEUM AND CHEMICALS 

NEW DELHI, Dated 10th June, 1974 

The Chairman, 
Iildi~n Oil Corporation Ltd., 
Indian: ' Oil 'Bhawan, 
Janpath, New Delhi. 

SUB.JEC'I'--Pewers ' and hponsibmties of the Finance Director of 
the Indian Oil Corporation Limited. 

'1' 

Dear Sir,' 

In supersession of this Mlrtisti'y's letter NO. 8(10) /'68-10C 'dated 
4-10-1971, on the subject~ntidt1edabove I am directed tasay that 
the powers and responsiblUties of the Finance Director of the Indian 
Oil Corporation are detailed in the annuxure. 

Yours faithfully, 

Sd/- (A.K. MAGO) 

Under SeC'retatry to the Government of India 

a,py along with a copy of the note forwarded to:-

(1) The Advisor (F) 
Ministry of Finance, 
Bureau of Public Enterprises, 
New Delhi. 
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(U) Additional Secretary (B) 

Ministry of Financtl, 
Department of Expenditure 
(P&Ch. Branch), 
New Delhi. 

(iii) Shri S. M. Budhiraja, 
Managing Director, 
Indian Oil Corporation Ltd., 
(Marketing Division), 
254-C, Annie Be/iant Road, 
Prabhadevi, Bombay-25 DD. 
Pin Code No. 400025. 

(iv) Shri R. N. Bhatnagar, 
Managing DireCtor, 
Indian Oil Corporation Ltd., 
(Refineries & Pipelines Dlvn.) 
Indian Oil Bhawan, J anpath. 
New Delhi. 

, , 
(v) Finance Director, 

Indian Oil Corporation Ltd., 
Indian Oil Bhawan, 
Janpath, New Delhi. 

Sill- (A. It. MAGO) 
, , 

Under Secretary to troe Government of Indi4. 



ANNEXURE 

Enclosure tQ Ministry of Petroleum & Chemicals 

letter No. 15-48011 (5) /73-IOC, dated 10-6-1974. 

Powers and responsibilities of the Finance Director 'Of the 
Indian Oil Corporatian Ltd. 

1. Finance Director will be responsible for coordinating the 
financial and accunting work of all the Divisions of the C'Orporation, 
such coordination having the objectives of: 

(a) securing as far as possible uniform or similar financial 
and accounting policies and procedures; 

(b) Consolidating the accounts of the two divisions; 

(c) ensuring that the corporation acts in all financial and 
accaunting matter with due regard to Gavernment re-
quirements for pub~ic enterprises. 

2. With the approval 'Of the Board of Directars, F. D. will pre-
Icribe the financial and accaunting procedures to be {'allowed in the 
cotporation and will take all necessary steps to ensure that they 
are complied with. 

3. Finance Directar will coordinate and place before the Board: 

{a) annual accounts and balance sheets; 
(b) annual budgets for submission to Government; 
<c) annual and periodical revenue budgets; 
(d) quarterly financial reviews; 
{e) resources budgets; 
(f) such other periodical reports as al'e necessary to enable 

the Board to exercise control over the operations of the 
C'Orporation. 

4. Finance Director will be in direct charge of the Internal Audit 
or~nisation of the corporation and furnish periodical internal audit 
reports to the Divisions. The Internal audit reports need to be 
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discusse:J with the management at various levels, and to bebl'ought 
befor~ the Board, only with the concurrence of the Chairman, in 
cases where major lapses need to be brought to Board's attention 
and/or their direction is required. 

As the Unit Finance and Accounts Department are intended to 
be under the administrative control of the respective MDs while the 
iJ)ternal audit Dept. functions under the Finan:::e Director, neither 
of the Functional Directors will have absolute powers to transfer 
staff from Accounts to Internal Audit and vice versa. Such trans-
fers should be done in consultation between the MDs and FD and 
in cases of disagreement, the Chairman should be the deciding 
auth<lrity. 

5. F.D. will advise the Chairman about distribution or applica-
tion of available reso.urces of the Corporation amongst the difIel"oCnt 
divisions w.ith a view to utilising the resources to best advantage. 

6. F.D. may bring before the Board any matter which in his 
opinion has a financial bearing on the affairs of the Corpora tion. 

7. Any matter having a financial bearing, which may have to 
come to the Board, shall be placed before the Board only with th~ 
comments of the F.D. Only in an emergency, should the Chairman 
allow such a matter to come up without FD's prior comments and 
request him to offer his comments in the Board meeting itself. 

8. F.D. will work in close consultation with the Chairman of the 
Board and Managing Directors of the two Divisions in discharging 
his functions. ' 

9. F.D. will also look after: 

(a) study of feasibility reports, their ecunomic viability and 
resources for meeting the capital expenditure; 

(b) assessment of working capital and sources of financing 
the same; 

(c) study and advising on ali matters of purchases of equip-
ment and raw materials, etc.; 

(d) advising on pricmg poliCies; 

(e) submission of financial reports on the performance of the 
enterprise as a whole to Government. 
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10. The Financial Controllers shall be appointed by the Board or 
if power is del~gated, by th~ Chainnan and not 'by' Finartc'e bireetot-. 
However Fi'tUmct! Director shall' becotisulteti by tlie Chai'hn'an in 
the'matter. ," " - '," 

11. The financial Controllers shall be under the administI'ative 
control' of the MDs. In cases where there is disagreement between 
the views of FCs and MDs, and the latter over rules the' advice of 
the FCs for reasons to be recorded in writing, th6 Ml)s'should theml. 
se~ves bring such matters to the rtotice of the FD. 

12. Financial Director should exercise technical control over the 
Financial Controllers and remain ultimately answerable to the 
Board for efficient financial management of the Undertaking. This 
authority should be exercised by way of a financial C'Ode or manual; 
issue' of citcular instructions; calling for periodical reports' and by 
inspections 'not only of the 'FinanCial Controller's office'but also ott 
a selective basis of the Branches. 'Inspection reports ought to be 
recorded and made available to the Chairman and the Managing 
DirectOr. 

13. O:mftdential reports on the Financial Controllers should be 
tnitiated by the Managing Directors and countersigned by the Fin-
ance Director and the Chairman. 

14. Financial Director should obtain monthly reports of activities 
from the Finandal Controllers. Copies of these reports should be 
endorsed to the' respective Managing Directors, This wil1enable 
~ Finince Director, if necessary, to issue app~opriate di~ections to 
~ t~~ial C~n~rollers to siream~ine ~,d ~~pr()ve the .e~ciency ~f 
their working. '" " ' , , 



APPENDIX VI 

!Vidle Reply to Rec~mend~tion a't'Paragraphs No. 6.28 and 6.2~ 

Chapter Ill]· 

INDIAN OIL CORPORATION LIMITED 

(MARKETING DIVISION) 

No. 16010lCredit 

ALL BRANCH MANAGERS 

Head Office, 
Bombay-25.DD. 
March 18,' 1974. 

In the Branch Managers' Meeting held on 15thl16th November, 
1973, on the credit policy, the following decisions were taken: 

(i) All private credit customers should be put on cash/cheque 
basis for supplies expeditiously. 

(ii)' Private customers enjoying credit facility as per contract 
, with them will be put on cash terms on the expiry of the 
current contract after giving them one month's notice. 

(iii) Credit allowed to contractual customers should be· w'lth-
drawn if they fail to pay within the stipulated period ·of 
credit, 

(iv) Advance 'payment amounting to 15 days supply on a 
revolving basis may be taken from the International Air-
lines and industrial customers who are willing to deposit 
such advances with us and thereafter these parties will 
be billed once in 15 days with the proviso that the party 
must pay the b·11 within 15 days of the last supply. 
Alternatively, if the customer desires to have a billing 
cycle of more or less than 15 days (example 7 days or 
one month) the period of deposit should be so fixed that 
there is no credit (e.g. if a customer desires a monthly 
cycle he should deposit one month's advance and the bill 
,for the month should be paid by the end of next month). 
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\v) In the case of International Airlines, their local oflice& 
should be asked to effect payment of bills. 

(vi) Also no discounts/rebates will be allowed to any category 
of customers on POL products. Rebates/discounts en-
Joyed by customers currently by virtue of contractual 
obligations will also be discontinued after the expiry of 
the agreement/contract. 

The Board has approved our above recommendations. Accord-
ingly, with the exception of DGS&D customers, all other private and 
Government customers including State Transports should be put 
on the basis of the above revised credit policy with immediate effect. 
All contractual customers will of course continue to enjoy their 
existing terms for the duration of the contract. Due notice rang-
ing between 30 to 60 days as considered necessary may be gIven 10: 
the customers at the appropriate time. 

Please acknowledge this circular and confirm action. 

cc: FC HO 
cc: All BFCs 
cc: All Heads of Departments, HO 

Sdl-
T. KUMARAN, 

Dy. GM(S) 



APPENDIX VU 
, 
[Vide Reply to Recommendation at Paragraphs No. 6.28 and 6.290-

Chapter III] 

INDIAN OIL CORPORATION LIMITED 

(MARKETING DIVISION) 

WESTERN BRANCH 

No. WB;BM/19 March 19, 197 .. 
All District Managers 

A copy of circular letter No. 160l0/Credit of March 18, 1974-
from HO regarding future credit policy to be adopted by us is-
enclosed for necessary action at your end. The instructions con-
tained therein should be strictly adhered to by you and in case of 
doubt, necessary clarifications should be sought from us. 

We have already taken action on many of our credit customers 
by putting them on cash or cheque basis and it will now be neces-
sary for you to ensure that all private credit customers are con-
verted likewise expeditiously. 

Please also ensure that necessary notice, upon expiry of the· 
current contract period in regard to customers when you are· 
handling, is given so that putting them on cash basis can be done· 
smoothly. Please also ensure that no discount or rebates allowed' 
to any category of customers on POL products in future. The re-
bates/discounts enjoyed by customers currently in terms of con-
tractual obligations will be honoured and after the expiry of the--
agreement/contract, the same should be discontinued. 

Please acknowledge receipt of this circular and confirm that 
action will be taken accordingly. 

Encl 1 
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Sd/ .. J. Jayaraman, 
Branch Manager. 
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ICC to BSM/HFC/BAM 

,c.c. to Manager, Consumer/BAM 

A review of all the customers should be undertaken immediately 
:80 that action as indicated in the policy circular may be initiaq,d 
:and complied with. ' 



APPENDIX VIlA 

(Vide Reply to Recommendation at Paragraph No. 8.56-
Chapter III) 

'SALIENT FEATURES OF THE QUALITY CONTROL MANUAL 

The Quality Control Manual for handling products other than 
the aviation fuels has been approved on 25th May 1975 by MD. The 
.salient features are: .. 

1. Fixing areas of responsibility for quality control of pro-
ducts at v.arious stages of operations; 

2. Standaridsing the minimum facilities required for effective 
quality control; 

3. Standard sampling procedure and the types of sample 
required for various operations precautions while sampl-
"ing and retention period of samples have been spelt out; 

4. Introduction of reporting system for reporting contami-
nation to higher levels of authority; 

5. Detailed quality control procedures:-
(a) while loading a tanker 
(b) while receiving product from a tanker 
(c) whi~e receiving product through pipeline 
(d) while loading tank wagons and ta~ trucks. 
(~) while receiving product in tank wagon and tank trucks. 

, . 
6. Laying down the limits for taliing interface of two pro-

ducts in a pipeline transfer into any product tank; 
. . ! 

7. Quality control measures to be adopted for the product in 
storage and introduction of periodicity of testing; 

8. Details of various tests to be carried out for effective 
quality control at the time of receiving product and de-
livery of procNct at various stages. 

The Quality Control Manual envisages suitably equ~pped labo-
ratoriel in various Installations to enable to do quality oontrol testa 
.and also for periodical monitoring of products.'; 
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APPENDIX IX 

(Vide Reply to Recommendation at Paragraph Nos. 2.2.7 to 
2.30 and 2.32-Chapter IV) 

H. R. GOKHALE 

D.O. No. 50 (69) /71-IOC 

GOVERNMENT OF INDIA 

MINISTRY OF PETROLEUM AND CHEMICALS 

New Delhi, the 16th February, 1972. 

My dear Chief Minister, 

With the approval of the Prime Minister, we have evolved a 
scheme for rehabilitating disabled servicemen and the dependents 
of those killed or missing in action. The scheme itself was inaugu-
rated by the Prime Minist~r earlier this month by releasing the 
first set of 2'() appointment letters to the entitled persons for opera-
ting the agencies of the Indian Oil Corporation and its subsidiary, 
the Indo>-Burma Petroleum Co. Ltd., for retail outlets (Petrol and 
diesel pumps), Kerosene, light diesel oil and Indane cooking gas. 
This is to be followed by the issue of a large number of letters of 
employment by the Indian Oil Corporation and the Indo-Burma 
Petroleum Co. Ltd., on the. basis of the all India lists now being 
finalised by the Resettlement Directorate of the Min~stry of Defence. 
A target for the award of 500 such agencies all over the country 
has been laid down for this purpose. 

2. I am writing this D.O. letter to seek the assistance of your 
Government in the quick implementation of this scheme. The 
Indian Oil Corporation and the Indo-Burma Petroleum Co. Ltd., 
will be contacting your concerned officers at the State as well as 
the District level for speCific assistance, inter alia, in regard to the 
following matters:-

(a) Release of land. 
(b) Issue of building licences, no objection certificates, elec-

tric connections, etc. 
(c) Procurement of shops and Godowns for operating .agen-

cies. 
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(d) Grant of other pernnsslons such as sales tax, licence, 
calibration by Weights and Measures department, etc. 

3. Most of the agencies have been awarded to war widows some 
of whom are quite young and they a~e all still grief-stricken. Some 
informa~on about those who have received the appointment letters 
in the first batch are given in· the enclosed brochure brought out 
by the Indian Oil Corporation on the occasion. They need all 
possible counselling and assistance. Indian Oil Corporation and 
Indo-Burma Petroleum Co. Ltd:, :have 'Set up a special machinery 
for this purpose at the Head Office, and also at the Branch and 
District Levels. Their efforts will, however. need to be supple-
mented by considerable assistance from the State GQVernments. 
Unless this is done, we may fail in our resolve to quickly resettle' 
these war victims. 

4. We would be grateful if you please issue suitable instructioa. 
to all concerned. A copy of these instructions may please be en-
dorsed to Shri Kamaljit Sjngh, Managing Director, Indian: Oil 
qprporation. Ltd., Marketing DJ-vision, 254-C. Dr. Annie· ·Bel8Dt 
Road, Prabbadevi, Bombay-25.DD., to enable him to suitably ·brief 
the field officers· of the Indian Oil Corporation and the Indo-Burma· 
Petroleum Co. Ltd. 

-With kind regards. 

Yours sincerely, 

Sd/-

(H. R. GOKHALE) 
All Chief Ministers 



APPENDIX X 

(Vide Reply to recommendation at paragraph Nos. 2.27 to 
2.30 and 2.32-Chapter IV) 

.P. K. DAVE, Secretary 

D.O. No. 50 (69) 17l-IOC 

GOVERNMENT OF INDIA 

MINISTRY OF PETROLEUM AND CHEMICALS 

New Delhi, the 24th MOn'ch, 1972. 

'My dear Mathew, 

With the approval of the Prime Minister, we have evolved a 
-lCbeme for rehabilitating disabled servicemen and dependants of 
--those killed or missing in action. The scheme itself was inaugura-
-ted by the Prime Minister early last month by relating the first 
set of 210 appointment letters to the entitled persons for operating 
the agencies of the Indian Oil Corporation and its subsidiary, the 
Indo-Burmah Petroleum Co. Ltd., for retail outlets (petrol and 
diesel pumps), kerosene, light diesel oil and Indane cooking gas. 

-This has been followed by the issue of a large number of letters 
of appointment by the Indian Oil Corporation and the Indo-Burma 
Petroleum Co. Ltd.. on the basis of the all India lists now being 
finalised by the Resettlement Directorate of the Ministry of Defence. 
A target for the award of 500 such agencies all over the country 
has been laid down for this purpose. 

2. I am writing to seek the assistance of your Ministry in the 
· quick implementation of this scheme. The Indian Oil Corporation 
· and the Indo-Burma Petroleum Co. will be contacting your Land 
_ and Development Officer and his staff for specific assistance, inter 
· alia, in regard to the handing over of the possession of the retail 
.-outlet sites pending the completion of the lease formalities, which 
are necessarily time-consuming and take anything from two to 

· four months. This will enable the IOC to speed up its commission--
ing programme. IOC-IBP will, of course, be paying the ground 

-rentals in advance as before. 
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3. We should be grateful if you please ask the Land and 

Development Officer to render all possible assistance in this matter. 
Most of the agencies ha.\l'e been -e.wattled to war widows some of 
wl\qm ~re quite young; thiy are all still ~ie~-wi~ ,Q,tl. ~hey 
need all possible counselling and assistance and I am sure that we 
can oount on ~the ~uPPOl't of your Ministry in this task. 

With kin~. ~egards. 

Shri P. C. Mathew, 
Secretary, 
Ministry Qf Works lind Housing, 
New Delhi. 

~ours sUncerelt. 
I 

SIll-
(p. K. DAVgJ ' 

Copies for information to:-Shri J. Jayaraman, BraM" ·MtrDa· 
ger, Indian Oil Corporation Ltd., Indian Oil Bhavan, JaJ~.path, 
New Delhi. 

2. Indo-Burma Petroleum Company, Allahabad Sek Building. 
Parliament Street, New Delhi. 

1196 LS-ll 

Sd/-

(A. P. VERMA) 

DIRECTOR. 



APPENDIX XA 
(Vide Rep1r to recomm~nd~~ion at Paragraph 6.3S-Chapter IV) 

CHAIRMAN'S OFFICE, 
INDIAN OIL BHAVAN, 

JANAPATH. 
NEW DELHI. 

CIAOl1217S IVoUI 11586 November 2, 1973, 
ny. CIAO, HO. Bombay 
01. CIAO, NB, New Delhi 
BIAO, WB, Bombay 
BIAO, EB, Calcutta 
BIAO, SB, Madras. 
St1BJIl:T.-Intemal audit scrutiny of cases of write of! proposals 

BtLbmitted to the Board. 

Dear Sir, 

To enable the Board of Director to ensure that all possible ways 
have been tried by the Management to recover the debts before 
issuing sanction for write off, it has been decided by CIAO in con-
sultation with FC (M) that all write off proposals which are to bf' 
put up to the Board by the Marketing Division may be subjected 
to internal audit scrutiny before the same are placed before the 
Board. . . - 1"':::1, 

As and when any proposals to be submitted to the Board for 
write off are given to internal audit for prior scrutiny. the same 
may please be undertaken by\; the J AOs and the findings of internal 
.audit may be recorded in a note to he furni~hed to the departmen-
tal head concerned with a copy to this office. 

Yours faithfully, 
Sd/-

(L. S. SUBRAMANIAN) 

Dy. Chief Internal Audit Officer. 

cc: Shri H. N. Roy Chowdhury, Chief Accountant. IOC (MD) 
Bombay with reference to his d.o. letter No. AC: CR: 3735, dated 
23-10-1973. 
File No. IAR/CIAO/82. 

. ~ 164 .1 . 



APPENDIX XI 

(Vide Reply to recommendation'S at Paragraphs Nos. 8.90 to 9.98-: 
Chapter IV) 

GoVERNMENT 01" INDIA 

MINISTRY OF PETROLEUM AND CHEMICALS 

No. IS-M012!21!74-IOC 
To 

New Delhi, the 9th Nouemb8r, 197 •• 
... ' 

All Undertakings under Ministry (P&C) , 
(As on reverse) 

SUBJECT.-49th Report of the Committee on Public Undertakings 
on Indian Oil, Corporation Ltd (Marketing Di"isioll) 
(Fifth Lok Sabha)-Recommendation at para 8.93. 

Sir, 

I .am directed to say that while exammmg the collabpration 
arrangements between IOC and Mobil Petroleum Company Inc., New 
York. for Indian Oil Blending Limited (a 50 : 510 concern of IOC 
& Mobil), under which blending fee waR pay~ble in foreilV1 cur-
rency to Mobil by IOC, "the Committe!" on Public Undertakings 
has recommended that commitments of this nature should be settled 
in Indian rupees and not in foreign currencv particularly, when the 
companies with whom contracts are entered into nre companies in-
corporated in India." However, in exceptional cases where commit-
ments have to be made in foreiJm currency in the overall public 
interest, prior specific approval of the Government may be obtain-
ed before making the commitment. 

You are requested to take note of the Committee's above recom-
mendation for compliance. 

Yours faithfully, 

Sdl-
(A. K.MAGO) 

Under Secretary to the Government of India. 
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Copy for information and necessary action to:-

1. Ministry of Finance (BPE) , New Delhi. 
2. Ministry of IndUli¥ial ,D811wqament, New Delhi. 
3. Ministry of Finance (DEA), New Delhi. 

Stll-
(A. K. MAGO) 

'UnderSe~ to the Government of India. 

I· Shri C. ~. Oe.s ~t,a, 
C'1'1iman, h4Naft ,on Corporation Ltd., Indian Oil Bhavan, New Delhi. 

2. Shri D. L. PurkayaRtha, 
C:uirman & M'lnaling_Director, Bongaigaon Refinery and Petro-chemical Ltd., 

, IcrlCastqrba· GaD8hi Marg, New Dcdhi. 

3. Mr. John W. Loy, 
M'lnaging Director, Co::hin Refineries Ltd., Post Box No.2, A.mbala MughaI, 
Cochin-683-3OZ. 

4. Shri N. B. Prasad, 
Chairman, Oil & Natural Gas Commission, Tel Bhawan, Dehra Dun. 

5. Shri M. S. Pathak, 
Claaitman "ManqiRg Director, Ena-inecnlndia Ltd., Allahabad Bank Bldg., 17-
Parliament Street, New Delhi. 

6. Dr. M. S. Nadkami, 
M1nagins Director, Madras Refineries Ltd., Manali, Madras-68. 

7. Dr.J.P.Dala, 
Managin; Director, Lubrizol India Limited, Oebtar Building, 9-A S, Patkar Marg, 
BombaY-36. 

8. Dr. S. V.ardarajall, 
Cltairman & M'lnaaing Director, Indian Petro-Chemicals Corpn. Ltd., Jawahar 
'Napr P;O., Diatt. Baroda (GuillUt). 

,9. Shri A. P. Verma, 
MaD&Ji1li OiTector, Indo-Burma Petroleum Company Ud., Allahabad Bank Bldg., 
ApollO Street, Fort, Bombay. 

10. Shri S. KriaMa Swamy, 
Chairman & Manacins Di1.'eCtor, HindWltanPetrolewn Corpontion Ltd., Adminis-
lrioD BuildiDK. Corridor Road, Maltul, BombaY-400074. 

II. Shri H. P. Wandrewala, 
Managina Direotor, Hindustan Organic Chemicals Limited, P.O. Ra5ayal1i, (Maha-
ra&ktra). 

u. Dr. L. K. Behl 
Maauill8 DitQ;tor. Indian Dl'UIs & Pharmaceutical Ud., 'N-J2, NOSE', Part I, 
RinllWid, New Delhi. 

13. Sbri C. N. Chari, 
~MI_iI1l Dinc:tor, Hindustan Antibiotics Ltd., Pirnpri, Poona-J8. 

1" .s.i P. K. Nar.,ana Swam" 
MallBlinl Director, Hillduatan Insecticides Ltd., E-3, Defence Colony, New Delhi. 
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rs. Mr. Stein Holf Jr., 

Managing Director, Madras Fertilizers Limited, Manali,Madras-68. 

16. Shri K. C. Sharma, 
Chairman & Managing Director, Ffr!i1i;ur Corporalior. of India Limited, F-43, NOSE, 
Part I, New Delhi. 

17. Shri B. K. Khanna, 
Chairman & MaIlllgir.g Din.c<or, F.:rtilizcrs & Chcmil;l!s Travan';orc Ltd., Udyol" 
mandlll, Alwaye (Kerala). 

18. Shri T. N. jfni, 
Managing Dircctor, Pyrites Phosphates & Chemicals Limited, Dehri-on-Sone. Distt. 
Rehtas, Bihar. 



APPENDIX XU 

(Vide para S of Introduction) 

Analysis of Action Taken by Government on the recommendations contained 
. iIi'the Forry-ninth Report of the Committee on Public Undertaking\! ('Fif. 

Lok Sabha), 

I, Recommendations that have been accepted by Government: Serial Nos, 
2' 54,2' 55,2' 61,4' 18, 4' 19, 4' 29,4' 30,4' 35,4' 45,4' 52,4' 65,4' 66, 
4' 78, 5' 22, 5' 35,5' 36,6' 32,6' 33,6' 39,6' 42,6'43,7" 20,7' 21,7" 60, 
7'70to 7'72,8'44,8'59, 8'60,8,80,8'81,9'11,9'12,9'16 and 
9' 17 36 

Percentage to total 38% 

II, Recommendations that the Committee do not desire to pursue in view of 
the Governmentreplies: Serial Nos, I' 20, 2' 31,2' 52,2' 53,3' 23,3' 24, 
4" 16,4' 17, 4' 51,4' 79, 5' 21. 5' 23. 05' .57. 05' .58, 05' .59,6' 3. 6, n, 6'12, 
6'28,6'29, 7'61,8'3°, 8' .54,8' 05.5. 8, .56,8'74 and 8'75 ". a1 
Percentage to total :a8 % 

In" Recommendations In respect of which replies of Government have not been 
acccptedbytheCommittee:SerialNos,2'27to 2'30,2'32,3'21,3'22, 
3'25,3'26,4'38,5'3 1 ,5'47,5'48,S'6o,6'30,6'3 1 ,6,38,7"42,7 '~3,7"4.5, 
8' 23, 8' 24, 8, 29, 8, 43, 8' 48, 8' 49,8' 63 and 8' 90 to 8, 93 ,. 31 

Percentage to total 32% 

IV" Recommendations in respect of which final replies of Government are 'till 
awaited:SerialNos,3'31an~,7'44 . a 

Percentqe to total a % 

. ~'~ . 
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