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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. Th
replies of the Government to all the 96 recommendations containe
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 Com-
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 do not desire to
pursue in view of Government’s replies.

(1v) Recommendations in respect of which replies of Govern-
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 the recom-
mendations contained in the Report of the Committee is given in
Appendix XII. It would be observed therefrom that out of the
total number of recommendations made in the Report, 38 per cent

(vii)
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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.

NAWAL KISHORE SHARMA,
Chairman,
Committee on Public Undertakings.
New DEvHI;
Dated the 3rd August, 1975,
Sravana 12, 1897 (S). "




CHAPTER I
REPORT
\
A. Retail ovtlets for the sale of Motor Spirit

Recommendation S1. No. 2 (Paragraph No. 227 to 230, 231)

The Committee noted that the main difficulty in setting 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 Publi: land in the four metropolitan cities and 26
other selected towns, the Reiail Outlets Committee had recommended
the transfer of the reliil 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 companies in pursuance of this recommendation
of the Retail Outlets Committee, the 10C had taken over only 33
outlets upto 1973. Th: Committee were informed that out of the
remaining 29 outlets the IOC was not interested in taking over 17
of them. The Commiitee recommended that the detailed reasons
as to why the 10C was not interested in taking over these 17 outlets
should be gone into by the Minisiry 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 trans-
ferred to IOC was sta’ed to be that the Central/State Public Under-
takings were bound by their prior commitments {o private oil com-
panier. As it has now been decided in the out-of-cour{ settlement
that the land belonging o 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 IMinistry 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
I0C’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) 10C’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 detailed 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.
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Further action weuld be taken on receipt of the advice of Law
Ministry 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 remaining 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 1.0.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
still being collected by the IOC and are expected to be submitted to
the Ministry by the end of July, 1975. The Committee regret to
note that IOC has taken such a long time in collecting the relevant
documents from the Regional Office and Distt. Office in respect of
the 7 retail outlets and submitting them for examination by the
Ministry as recommended by the Committee. They would like the
Corporation to submit the relevant documents to the Ministry with-
out any further delay and they would like the Ministry to go into
the reasons for the 1.0.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 fm the
Ministry of Law regarding issuing of instructions etc. by the Central
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Government to public sector undertakings for giving land to I0C on
priority over other Oil Companies has still not been received. They
would like the Corporation/Ministry of Petroleum & Chemicals to
pursue the matter with the Ministry of Law and finalise action on
this recommendation as early as possible.

B. Product Exchange Agreements
Recommendation Sl. No. 5 (Paragraphs 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 angd the
revised product exchange agreement finalised in right earnest keep-
ing the interest of the I0C in view. They desired to be informed of
the precise progress made in finalising and signing the revised agrec-
ments within six months of presentation of the Report.

7. The Government stated in the reply (4-1-75) that the revised
Produat 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 Commit-
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 public sector under-
takings.

8. The Committee regret to note that although they had strongly
recommended that negotiations with oil companies should be com-
pleted without any further delay and revised product exchange
agreement finalised in right earnest keeping the interest of the IOC
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
matters are adhered to and recurrence of such a lapse is avoided in
future.
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The Committee would also like the revision of the product ex-
change agreement to be expedited and Parliament informed about it.

C. Reimimrsement from Freight Surcharge Pool
Recommendation Sl. 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 Pool, ‘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
Committec. 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 Sl. No. 16 (Paragraph 5.31)

12. The Committee found that the main object of creating the
C&F adjustment Account was to providc for the effect of fluctuations
in the freight or wharfage with reference to the rates ruling on cer-
tain dates. They, however, regretted to 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 delay in the development of Madras
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 would qualify
for adjustment out of the C&F Adjustment Account and a copy
thercof laid on the table of the Houses of Parliament.

13. The Government stated in their reply that detailed guidelines
had already been framed by Government in consultation with the
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Ministry of Finance on various items eligible for re-imbursement/
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-imbursement/
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 Sl. 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 overall 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 exé-
mination of 1.O.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 methods/mechanism of control to be exercised'by
Government and to consider the feasibility of bringing all these
accounts under the Consolidated Fund of India. The Corhmittee de-
sired that Government should examine whether there was need for
the levy of the various surcharges on petroleum
sate the oil companies for specific under-recoveries and to maintain
the various pool accounts|surcharge schemes, in case these were
considered inevitable, and to take suitable measures for an effective

product to compen-
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control over the funds collected under the vvrious schemes and for
the maintenance of proper accounts and audit 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 Qil Pricing Committee were received.

F. Block Control Accounts
Recommendation Sl. No. 19 (Paragraph 5.60)

16. The Committee found 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 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
appointed 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 accounts 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 consideration. This matter had, therefore, been included
in the terms of reference of the new OQil Pricing Committee. Pend-
ing receipt of the recommendations of the new Qil Fricing 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-
tents of C&F, FSP and other Accounts and to give its recommenda-
tions for 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 Committee/Parliament informed of
the results.
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G. Credit Policy
Recommendation Sl No. 22 (Paragraphs 6.30 & 6.31)

19. The Committee noted f#om the instances mentioned in Appen-
dix VI of their 49th Report, that in some of the cases the responsi-
bility for lapses had not been fixed. Even in cases where the res-
ponsibility was stated to have been fixed the specific action taken
against the delinquent officials had not been irtimated to the Com-
mittee. The Committee desired to be informed of action taken
against the delinquent officials in all thos: cases. The Committee
also, desired that those cases should be vizorously pursued with a
view to realising the outstandings from thc parties, and they be in-
formed of the outcome in each case.

20. According to the reply of the Goveriment, the latest position
in regard to the outstandings from the “ix parlies mentioned in
Appendix VI of the report is as follows:——

1. Agrawal Oil Co. Delhi—Rs. 138,036 is outstanding.

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

2. Coloured Glass Companu.—Rs. 56.687 is outstanding.

The original outstanding amount has been reduced as
some payments have been received subsequently. Court

proceedings 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 field in the
High Court and the Officials Liquidator has been appoin-
ted. This case is pending before him.

. Sukh Sa gar Shipping Co.—Rs. 43,061 is outst_a’nding.‘

In order to recover the’ dues, an affidavit of proof of
debt was filed before the Liquidator. IOC is fo]lowmg up
the issue with their solicitors,
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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
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. Delhi—After the -investigation into the
case, responsibility 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 measure of disciplinary action.

2. M|s. Corporate 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.

(ii) Three increments were witheld with cumulative effect.
L J

(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 of Dholpur
‘Glass Works, Dholpur, POL products Consumer Co-opera-
tive Society Ltd., Nawgong and Coloured Glass Company,
Bombay, responsibility on any individual 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 of the fact that the IOC
had obtained assurances of creditworthiness of the par-
ties concerned and 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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nies were often prepared to give such credit to customers:
and very often were tempting away our customers. In-
vestigations carried out proved that the 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 that the full realisation of the out--
standings from the aforesaid six parties has not been made so far.
The Government have also confirmed on 28-2-1975 that there has.
been no further collection of outstandings since then.

The Committee would like to reiterate that the cases for realisa-
tion of the outstandings from the concerned parties should be

vigorously pursued in the courts and Parliament informed of the:
outcome of each case.

H. Bad debt—written off for want of documentary proof
Recommendation Sl. No. 23 (Paragraph 6.38)

22. The Committee regretted that the IOC had written off a sumr
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
Corporation 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 of had debts written off for want of documentary proof should

be thoroughly investigated and responsibility fixed for such loss of
documents.

23. The Government stated in reply that the Management of I0C
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. 10,000|- 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 proposals for want of documentary proof
related to the period between 1962 and 1970 and in view of the time:
la_g' between the date of the transaction and its write-off, it would
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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 responsibility 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 time. Responsibility
would be fixed where found practicable and the Committee would
be informed in due course of the action taken.

24. The Committee are surprised that a huge amount of over
Rs. 13 lakhs was written off as a bad debt on the inexcusable ground
of want of documentary proof. The Committee are surprised that
the documents relating to the transaction involving such a large sum
of money could be missing. The Committee need hardly 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 this regard and also to fix respensibility
for the loss of documents and the names of the officers involved.

1. Production of transformer oil—Issue of Industrial Licence

Recommendation Sl. No. 26 (Paragraph 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 10C
did not do so. Instead it issued ‘no objection’ to Government in
November, 1965 on the proposal of a private firm which was willing
to give IOC the first choice 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 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 licence.

26. The Committee were informed that no responsibility for this
lapse in the issue of licence was fixed by the 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 not 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 not 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 Qil
Recommendation Sl. No. 26 (Paragraph 7.43)

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 of 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 Board 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 I0C
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 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
50 as to pinpoint the lapses at the various stages and also fix res-
Ponsibility for the loss suffered by I0C.

29. In the reply, it was stated that Government had instituted
an enquiry 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 Sl. No. 26 (Paragraph 7.45)

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 were
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 and 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 Govermment 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
secondary grade lubricants and of transformer 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 including transformer oil was
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one of the terms of reference of the Oil Prices Committee, which
had been constituted by Government 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
to go into the problem of adulteration have submitted their report
which is under the consideration of the Government. 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. Impeort of Crude Oil

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 during 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 having
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. IST on
15-3-1972, 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 hrs. on 15th March, 1972
with the rate of $5.50 per long ton and another at 1330 hrs. On
15th March, 1972 with the rate of 665 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 545 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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116.30 hours. 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 desired that the investigation
'by the CBI should be completed 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 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
‘Central Bureau of Investigation had been received and further action
was being taken 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 CBI 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, regarding calling of tenders
to avoid the recurrence of such happenings in future.

M. Import of Engine Oil
Recommendation Sl. 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. 7.66 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 licen-
ces for a total C.I.F. 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 products out
of their entitlement of Lube India products subject to the condition

*Not vetted in Audit.
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of their purchasing an equivalent quantity fron JOC: at: the previous--
ly prevailing prices. This propasal 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 unintended 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 taken by ESSO from the
I0C should be carefully decided after taking into consideration the
prevailing market conditions when such sales are actually effected.

39. According to the Government rzply 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 Hindustan 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 regional 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 ESSO for the engine oil taken by them on loan basis from 10C
and the Board had authorised the Managing Director of the Market-
ing Division to discuss the case further with Hindustan Petroleum
Corporation (HPC) on the guidelines given by the Board. They
have been informed that prolonged negotiations were held with HPC
and the matter is expected to be finalised by the end of August, 1975.
The Committee hope that the settlement of this long outstanding
matter will not be delayed any further.

N. Exchange of pre-dated letters
Recommendation Sl. No, 31 (Paragraph 8.43)

42. The Committee found that out of the total import of engine
oil worth Rs. 7.66 crores by I0C during 1967-68 to 1970-71, engine oil
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worth Rs. 4.53 crores was supplied to oil companies other than ESSQ.
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 I0C

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 I0OC 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 admitted 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 would 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
plaes to a firm in April, 1966 for the fabrication of 1,70,000 tins-
against a bank guarantee which was valid upto 26th December, 1867.
They noted that although the firm supplied only 1,05,048 tins upto.
April, 1967, it had not returned the balance. quantity. of tin plates
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wvalued at Rs, 1.3¢ lakhs and the Corporation failed to safegusrd its
interests by getting the bank guarantee revalidated well in time be-
fore the date of expiry of the guarantee in December, 1967.

46. The Committee also found that the Corporation took action
to file a suit against the firm only jn June, 1973, which was still pend-
ing. It had been stated that the Corporation decided to take legal
action after having failed to settle the matter amicably. The Com-
mittee were distressed to note that it took the Corporation more than
five years to take the decision. The Committee desired that the
matter should be investigated and the responsibility fixed both for
the failure to take timely action to get the bank guarantee revalidat-
ed before the date of its expiry as well as for the inordinate delay
in filing a suit against the firm and Committee informed of the final
outcome of the case.

47. In the reply,* the Government stated that the matter had been
investigated by IOC. The original bank guarantee for IOC’s tin-
plates lying in the firm’s custody 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 tp Rs. 1.4 lakhs as the party had supplied
tins valued at Rs. 2.00 lakhs approximately. By a letter dated 30th
November, 1967 addressed to the Dena Bank M/s. New Digvijay-
singhji requested their bankers 1o 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
.original bank guarantee in order to enable them to issue a fresh
one for Rs. 1.4 lakhs. On 26th 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 M/s, New Digvijaysinghji without I0C’s approval.
*The Bank gave such an undertsking on 20-1-1968 and based on this
-the IOC forwarded the bank guarantee to Dena Bank by registered
-post in February, 1968,

M/s. New Digvijaysinghji also confirmed in writing that they
-were holding 76,316 MTS. of Belgium tinplates as on September
"1967. This figure was subsequently corrected by them to 72.010
"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.
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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 had
arisen because of mala fide on the part of the firm and their bankers

and that no employee in the IOC 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 understand as to why the 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 fail to understand as to why
the mala fide action on the part of the Bank in 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 freight
Recommendation Sl. 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 would 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 upto 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 with 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 made-
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.

On a reference from this Ministry, Railway Board has
stated that these claims are not only time-barred under
Section 78(b) of the Indian Railways Act, but also barred
for suits under 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  Administration 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 Rajlway
which has been issued instructions accordingly by the
Railway Board. Finalisation of this matter is, however,
likely to take time.

The total rlaim for the period January, 1971 to July, 1971

is Rs. 3,08,704/- of which Rs. 46,426/- has been received
till now.”**

55. The Committee recommend that investigation by the Indian
0il Corporation should be finalised expeditiously and responsibility
for over payment to the Railways fixed and the Committee/Parlia-
ment informed about the results of investigations and also of the
‘action taken by Government in the matter.

*#At the time of factual verification, the Ministrty of Petroletm ard Clemicals

stated as follows:—

‘ Immediately on receipt of Committee’s report, I1.0.C. was advised to take sction

onits varjous recommendaticns. In reply, ccncerning this recommer.dation
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 no
longer in the service of 1.0.C. or the Railways. However, the Committee, in
their further observations again desired the respensibility to be fixed. These
were again sent to 1.O.C. for necessary acticn. Hcwever, since the I. O. C.
reiterated the rame position and _expressed inability to fix respcnslbxlny,_ the
Government directed the I. O. C. to hold on enquiry by Senlor Officers either
to fix responsibility or to satisfy themselve that epart frem the retired offcial
individual responsibility does not rest on anyone else.
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Q. Blending fee for lubricants
. Recommendation Sl. No. 38 (Paragraphs 8.90 to 8.93)

56. The Committee noted that under the arrangements betwecn.
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 fees.
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+
mended that Government ‘should issue suitable directions to all the
public undertakings so that commitments under the collaboration
arrangements. were settled in Indian rupees and mot m foreign
currency particularly 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
should be issued by the Bureau of Public Enterprises to all the
Public Undertakings so that all of them are cautioned against such
pitfalls while entering into contracts,



CHAPTER 11

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, IS-54012/5/
74-10C, dated 14-11-1974].

Recommendation Sl. 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 i -
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Reply of Government
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. I10C’s
modernisation subsidy scheme, to assist the dealers financially, for
re-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 I0C’s retail outlets jointly with several leading
automobile 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
regular 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 quite 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.

It can thus be stated that many of I1.O.C.'s retail outlets to-day
compare favourably with those of the private Oil Companies. With
the steps now in force 1.0.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-54012/5/
74-10C, dated 14-11-1974].

1196 LS—3.
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Recommendation Sl. 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 commissioning 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 I0C, DGR
and the Ministry of P & C to expedite the commissioning of the
outlets 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-
sloning of dealerships/distributorships 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 confirm 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 I0C 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. 1S-54012/5/
74-10C, dated 14-11-1974].

Recommendation Sl. 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.SP. only for movements which are authorised.
As for expenditure incurred on additional bridging and movements

*Not vetted by Audit.
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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. IS-54012(5)/
74-10C dated 21-10-1974]

Recommendation Sl. 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 copsumer. 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 Chemicals O.M. No. IS-54012(4)/
74-10C 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 large 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
briefly given below:—

(a) Organising movements 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) Progressive, 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 availahle tank wagons, joint efforts at

improving turn round, introduction of efficiency measures etg. are
discussed on a continuous basis with the Chairman of the Railway

Inland Petroleum Movement Committee who is also the Jaint
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/
74-10C dated 21-10-1974]

Further Information called 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 for
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.
[LS.S. OM. No. 13-PU/74, 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 1970
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. 1S-54012/(5) /
74-10C, 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 Government

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-
iry to review the Performance of IOC.

[Ministry of Petroleum and Chemicals O.M. No, IS-54012/5/
74-10C, dated 14-11-1974].

Recommendation SI. No. 9 (Paragraph 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 locationwise 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.I0C dated 21-10-1974)
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Recommendation Sl. No. 11 (Paragraph 4.45)

The Committee feel that as the pipeline movement of superior
kerosene from Gayhati to Siliguri is resorted to only to suit the
operational requirement of IOC’s pipelines, the 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 Committee 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-54012(5)/
74-10C, dated 20-12-1874)

Recommendation S1. No, 12 (Paragraph 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 of ‘Government

The higher operating costs of Corporation’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 the trucks as per normally
accepted procedure in JOC’s cost whereas contractors may
not take this fully into consideration.

(c) Overtime rates applicable to Corporation owned tank-
trucks only. :

1 (d) Higher Maintenance and Repairs expenses due to high
) cost of more reliable 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 contracior’s rates are chea-
per as compared to Corporation owned tank-truks, yet from the
operational necessity of not being wholly depedent 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 ocost of operating Corporation.
owned vehicles, N
[Ministry of Petroleum and Chemicals O.M. No. IS 54012/5/74-10C,

dated 14-11-1974)

Further information called for by the Committee

In reply, the Ministry have stated that 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.

Copies of instructions issued in this behalf may please be
furnished.

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

I0C is making continuous efforts to bring down the cost of
company-owned tank-truck operations. A copy of circular No. OP/
36 dated 9th September, 1974 addressed to the Regional Managers-
setting forth guidelines for the maintenance of effective control on
the utilisation of Corporation owned tank-trucks is enclosed (Appen-
dix 1I). 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 T5—54012/4/74-
IOC, dated 28-2-1875]
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Recommendation SL No. 13 (Paragraphs 4.65 and 4.66)

‘'The Committee regret to note that the tanker Desh Alok was
«chartered by the Corporation from the Shipping Corporation of
'India with effect from 1st 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
-of speed and pumping rate of the tanker, the Corporation could not
eriforce 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
chartering. Legal aspects of such charters are also scrutinised care-
fully before flnalising the Charter Party to ensure that the corpo-
rations’ interests are fully safegarded.

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

.(i) 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
etc. 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 Audit.
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tional charter parties and copies are sent to the Corpora-
tion. However, in case of deviations to meet TOC’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 flag 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 54012/5/74-10C,
dated 21-10-1974]

Recommendation Sl, No. 14 (Paragraph 4.78)

The Committee regret to note that the charter party agreements
for the tankers ‘Jag Jwala’ and ‘Ampuria’ chartered by I0C 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).

[Ministry of Petroleum and Chemicals O.M. No. IS 54012/5/74-I0C,
dated 21-10-1974]

Recommendation SI. No, 15 (Paragraph 5.22)

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
:aaccount. 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 O.M. No, 1S-54012/5/
74-10C dated 21-10-1974]

Recommendation Sl. 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 crores to Madras Refinieries Ltd., which had to be compensat-
ed by Government from the C&F Adjustment Account. The Com-
mittee also find that IOC had also to bear a heavy incidence of
demurrage to the extent of Rs. 1.34 crores 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 IOC 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 petroleum 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 concerted 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. '



37

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 terminal
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.

Mangalore:

An oil jetty is nearing completion.

Cochin:

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

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

Madras:

Bharati Dock berth to accommodate tankers upto 88,000 DWT'
has been constructed. Dredging work is in hand to improve the
draft from 42 feet to 45-46 feet in fair weather, For increasing the
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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 - 1 4
1976 . . . . . 36
1977 . . . . . 37
1978 . . . . . 3%
1979 . . . . . 39
1980 . . . . . 4

[Ministry of Petroleum and Chemicals O.M. No. IS-54012(5)/
74-10C, dated 20-12-1974]

Recommendation Sl. No. 22 (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 Government

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 IOC 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
tollection 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, if
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 IOC 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.

1{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. Concentrated efforts are  still
being made to liquidate the outstandings as early as
possible. 1

{Ministry of Petroleum and Chemicals O.M. No, IS-54012/5/
74-10C dated 21-10-1974]
Recommendation Sl. No. 23 (Paragraph 6.39)

The Committee are also unable to agree with the view of the
TOC that the amount involved in these should be written off as
‘bad debts’ as these were clear cases of losses due to failure 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, 1S-54012/5/
74-10C dated 21-10-1974]

Further 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
through this work is expected to take some time to be completed.
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. 1S-54012(5)/
74-10C, dated 24-7-1975]

Recommendation Sl. 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 action
is not taken to remedy the irregularities/deficiences brought to the
notice of the Management,

1196 LS—4.
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fhe Committee would, therefore, like to impress on the Manage+
ment the need for.giving prompt attention to the points raised by
Internal 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 proecedure 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 54012/5/74-10C,
dated 21-10-1974}
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 IOC (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 shortfall in indi-
genous production of such steel but the I0C|Government failed to
make imports well in time. As pointed out during evidence although
IOC was advised as early as June, 1872 to put up an application
for -import of 5,000 tonnes of steel, the application for import of
5,000 tonnes of steel, the application was received by the Ministry
only on 24th February, 1973. It is surprising that the IOC shoq]d_
have taken about 7 months to submit the application for the import
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of steel. There was also avoidable delay on the part of the Misils-

tries of Petroleurn and Chémicals and Steel & Mines in processing
the application and in releasing the foreign.excharge. As a result
the cylinidérs out of the imported steel would now be available 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 which
the country can ill afford at present when it is faced with the ofl
crisis. 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
production|marketing 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 import
licence for 4800 Mts. of Steel for meeting its cylinder require-
ments for the year 1975-76. Pending receipt of the licence 10C
is obtaining steel imported against HSL's licence, The supply of
steel will commence by October-November, 1974.

(ii)—Bulk LPG Movement between Koyali & Shakurbasti

An order for Fabrication of 40 LPG tgnkwagons on joii?t owner-
ship basis (IOC to provide the storage barrel and the Railways to
pr<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>