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INTRuDUCTION 

I, the Chairman, Committee on Public Undertakings havin, 
been authorised by the Committee to submit the Report on their 
behalf, present this 7th Report on Action Taken by Government 
on the recommendations contained in the 55th Report of the Com-
mittee on Public Undertakings (Eighth Lok Sabha) on Indian 011 
Corporation Limited-Installation of two L.P.G. Bottling Plants 
at Bangalore. 

2. The 55th Report of the Committee on Public Ur..dertaltings was 
presented to Lok Sabha on 12 April, 1989. Replies of Government 
to all the recommendations contained in the Report duly vetted by 
Audit were received on 20th .Tune, 1990. The Replies of Govern-
ment we .... e considered by the Action Taken Sub-Committee on 
Public Undertakings on 31st October, 1990. The Committee also 
considered and adopted this report at their sitting held on 31st 
October. 1990. 

3 .. An analysis of the act:on taken by Government on the recom-
mendations contained in the 55th Report (1988-89) of the Commit-
tee is given in Appendix n. 

NEW DELHI; 
November 16, 1990 
Kartika20, 1912 (Saka) 

BASUDEB ACHARIA. 
Chairman, 

Committee on Public Und8Ttaking •. 

(Y) 



CHAPTER-I 

REPORT 

The Report of the Committee deals with the action taken by 
Government on the recommendations contained in the Fifty-Fifth 
Report (Eighth Lok Sabha) of the Committee on Public Under-
takings on Indian Oil Corporation Limited-Installation of two LPG 
Bottling Plants at Bangalore which was presented to Lok Sabha on 
12th April. 1989. 

2. Action Taken Notes have been received from Government in 
respect of all the 14 recommendations contained in the Report. 
These have been categorised as follows:-

(1) Recommendations/observations that have been accepted 
by Government. 

S1. Nos. 3-14" 

(il) Recommendations/observations which the Committee dtJ 
not desire to pursue in view of Govern,ment's replies. 
81. Nos. 1 and 2. 

(iii) Recommendations/observations in respect of which re-
plies of Government have not been accepted r,y 'the 
Committee. 

-NIL-

(iv) Recommendations/observations in respect of which jlfl4Z 
replies, of Government are still awaited. 

-NIL-
3. The Committee will now deal with the actiOll taken by Gov-

enunent on some of their recommendations. 

A. Implementation of Committee's ReI:ommendation 

(Recommendations Sl. Nos. 3. 4, 5, 6, 7 "anef t) 

4. In reply to Committee's recommendations which inter-alia, 
emphasisred the need for atrencthenin, the system of project formu-
lation, approval of projects laduding tbeil" Detailed Project ... 

. porta bnplem_tation and monitoring of the projeets"inunderlitkhilr/ 
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MiDJatrJ, the GovernmeDt have stated that recommeDdatioDs of the 
ColIIJDittee have beeD noted for eompliaDce and oil companies have 
been advised to streacthen their systftD of project planDing aDd im-
plementatioD so as to avoid extra expenditure on the projects at • 
later stille. The Committee would like the Ministry to keep a dOle 
watch on the projects uDdertaken by the UDdertakinp under their 
administrative coDtNI to avold cost aDd time over-1'UII5 80 that Min-
iltl'7". iD8tr~tioDB do Dot remaiD OD paper only. 

B. Delay 1ft approval. of detailed Project Reports by Ministry. 

(RecommeDdation S. No.3) 

5. The Committee had noted that apart from Bangalorc Bottling 
Plll1t, the guidelines of Ministry of Finance in regard to approval 
of DPR within the stipulated period of one year were not followed 
in any of the projects undertaken by IOC durlng the last 5 years. 
In this connection the Committee had. inter-alia, observed:-

"The Committee do not approve of granting of such ex-post-
facto sanction by the Ministry. The Committee would 
like to know as to why DPRs could not be appro.ved by 
the Millist"y within the stipulated time in case of each 
of these projects. The Committee would also like the 
Ministry to fix responsibility on this account and apprise 
the Committee at the earliest of the action taken in this 
regard. The Committee also desire that in future. the 
guidelines issued by the Mi'nistry of Finance with regard 
to project formulation and implementation should be 
strictly adhered to by the Ministry." 

6. In their reply the Mlnistry have stated that the DPR contains 
detailed COSt estimates of the project and same 8ft examined by 
the Government in detail in consultation with the coneemecl .. -
ganisaions and this takes time. In the absence of a detailed moni-
torinI procedure as well as time taken in the detailed examination 
of the cost estimates given therein. there have been delays in 
approval of the .revised cost in these cases. Proper procedure is 
now being followed and efforts will be made to comply with the 
guidelines in thi. regard in future. 

7. The CODUDlttee note that while the GoV8l'lUDeDt b.n .ea.pted 
Committee'. reeommeDdaUon for eomp\viDc wi&.b the auWel ..... .in 
Nprd to approval of DPBa in future, tbere .. De meadoa ..... t 
COIIdDltiM', neommeDClaUan for tbda. ,.pan .... W*' GIl ..-a of 



delay in accorclinK approval of DPBa for tbe project. c:GIIIple&ed Ity 
Joe duriDa the last 5 yean. The Committee deaire that repJia of &.lie 
Government should be complete and point-wu.. Accordin,ly, they 
reiterate their earlier recommendation that tbe Miailtry _otIId &x 

. responsibility for delay in aceorcline Government aNl'OVBI of DPa. 
for the projects wuliertakea by IOC duri.n8 the last 5 years. ''Til. 
(''.ommittee also desire that Government show.! identify tile time t_· 
eD at various s..,. of deeisioa making in Bccordin,r GoVel'lUD8llt 
approval and delay at each sta,e with a view to fix tinle limit for 
every sta,e and to examine whether any of these sta,es could Ite 
eliminated. They would .Iso like to know the action taken by Go.· 
ernment in this reaard within 3 months of presentation o( the 
Report. \ 

C. Acquisition oj lund on long lease without its utili1GtiCm 

(Recommendations Serial Nos. 10, 11 and 12) 

8. The Committee observed that private land measuriag '728 
acres was acquired by LV.C r on lease for a period of 5G yeat'lan a 
monthly rent 'Of Rs. 4337.50 for the first 30 years and at as. 5:Z05 
for the remaining 20 years effective from January 1984 for provid-
ing Railway siding for L.P.G. Plants. The site was found UDSUi-
table for railway siding in view of restrictions undft ExplQlives 
Regulations which came into force from April, 1984. The Com-
mittee expressed displeasure and observed that the suitabUlty of 
sites for location of Plants should have been decided after ensuring 
the provision of a railway siciing. They were also not imp!"elled 
by the belaboured explanation given by I.C.C. and the Ministry that 
the new explosives rules (on the basis of recommendation of 
Vasudevan Committee) came into force after acqutaltion of the land 
in January, 1984 and felt that the representatives of. IOC I&: HPCL 
who were members of the Vasudevan Committee which presented 
its Report in June, 1983, should have ensured the suitabillty of the 
land before its take over. 

9. In reply the Ministry stated that the proposal for providiftg the 
railway 'Biding was dropped in view of the objections of 'the Rai1ways 
and the Chief Controller of Explosives. Regarding utilisation of 
land, the Ministry 8tated that a Research aDd Development Centre for 
LPG on industry basis was being set up on the 7.26 acres plot of land 
and the project was likely to be completed within a period of 18 
months from the date of finalisation of design of Research and Dev-
elopment Centre by the oil industry. It has been further stated that 
as the land could not be used for a Railway siding at Bangalore for 
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reasons beyond individual/corporate controls, it has not been found 
feasible to fix responsibility in this regard. 

10. The Committee are not fully satisfied with the reply given 
by the Ministry. The findings of the Committee dearly point out that 
the representatives of the JOC and HPCL were members of the 

· Vasndevan Committee which ,ave its report in June, 1983 
i.e., much before Janulll'Y, 1984 and as the representativ-
es of IOC and HPCL were aware of the recommendations of the 
Vaudevan Committee there was no justification for the purchase of 
land on lease for railway siding in January, 1984 as the same could 

· not be put to use. The Committee strongly feel that if JOC and 
HPCL had been vigilant about the acquisition of land for railway 
siding, then the proposal for acquiring particular land on lease 
would Ibave been turned down on the grounr of its unsuitability. 
"Further in view of the reply given by the Ministry to recommen-
dation at S. No. 14 wherein it has been brought out that the road 
transport Is cheaper than rail transport for movement of bulk LPG 
i is evident that the whole exercise to acquire land for providing 
ranway siding was ill conceived and infructuous. The Committee 
take a serious view of the casual approacih on the part of manage-
ment in this regard. 

The Committee now find that there is a proposal to put the land 
to use by opening a Research and Development Centre for LPG for 
oil industry within a period of 18 months from the date of finalillation 
of its design. The Committee would, like to know whether setting 
up of R&D Centre was a part of th~ overall perspective plan of 
Indian Oil Corporation or the same Ihas been thought of merely be-
cause this piece of land was available. 

D. Transportation Cost 

(Recommendation S. No. 14) 

11. In the context of economics of transportation of bulk LPG 
the Committee had recommended that whole matter regarding 
comparative benefits of road transport vis-a-vis rail transport should 
be examined afresh after taking all factors such as financial ImpU-
cations. speedy movement, safety, etc. into account with a view to 
taking policy decisions in the matter of transportation. of LPG for 

· the future. 

12. In their reply. the Government have stated that a depart-
mental study on the economics of Toad vis-a-vis rail tran$Ortation 
for the mov~ment of bulk LPG between Bombay and Bangalore has 



been carried out. The study revealed that the movement of bulk 
LPG between Bombay and Bangalore by road transportation wa::: 
cheaper by Rs. 54.6 per MT on overall baSis at the prevailing tariff 
rates during 1982-83. The economics of road vs. rail transportation 
was reviewed and updated based on 1987-88 freight structure. It 
also revealed that road movement on overall basis continues to be 
cheaper by Rs. 268.80 per MT. IOC further carried out the study 
to assess the break-even where cost of movement by road and rail 
becomes equal. It was noticed that cost of movemen.t of bulk LPG by 
rail and road breaks-even if it is moved for a minimum distance of 
1700 Kms. I 

13. The Committee observe that review of comparath'e beneftt. 
of transportation of LPG by rail and· road was done after a gap of 
five years. Since the cost factors of rail and road transports vary 
quite often, the Committee recommend that oil companies should 
work out economics of transportation of LPG bulk on a regular 
basis and plan transportation of LPG accordinrlY· 



CHAPTER II 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation Serial No. 8 

The Committee also find that apart from Bangalore Bottling 
Plant, the gUidelines of the Ministry of Finance in regard to appro-
val of DPR within the stipulated period of one year have not been 
followed in any of the projects undertaken by roc during the last 
5 years. For instance, the Feasibility Report of OIL Project was ap-
l)roved in December 1981, the project was commissioned in May, 1983/ 
December 1984, whereas its DPR was approved only in January 
1987 i,e. mueh after the commissioning of the project, Similarly, 
Feasibility Report of APT Phase-I project was approved in March 
1983/November 1984 (Revised) and its DPR is still awaiting appro-
val, though the plant had already been commissioned in March 
1987. In case of LPG Phase~I1I and APT Phase-II A projects, the 
feasibility reports were approved in June 1983 and March 1985, res-
pectively, whereas the DPRs of these projects were approved only 
in July 1987 and June 1987, respectively. The Committee do not 
approve of granting of such ex-past-facto sanction by the Ministry. 
The Committee would like to know as to why DPRs eouid not be 
approved by the Ministry within the stipulated time in case of each 
of these projects. The Committee would also like the Ministry to fix 
respon,sibility on this account and apprise the Committee at the ear-
liest, of the action taken in this regard. The Com~ittee also desirf 
that in future, the 'guidelines issued by the Ministry of Finance with 
regard to project formulation and implementation should be strictly 
adhered to by the Ministry. 

Reply of the Government 

The DPR contains detailed cost estimates of the project and same 
are examined by the Government in detail in consultation with the 
concerned organisatioro<; and this takes time. In the absence of a 
detailed monitoring procedure as well as time taken in the detailed 
examination of the cost estimates given therein there have been delay 
in approval of the revised cost in these cases. Proper procedure is row 

6 
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being followed and efforts wiD be made to comply with the guide-
lines in this regard in future. 

[Department of Petroleum & Natural Gas's O.M. No. P-17011/16/84-
MKT. (VOL. II) dated 20.06. 90J 

Comments of the Committee 

Pleale See paragraphs 4 and 7 of Chapter I of the Report. 

Recommendation Serial No. , 

TRough the Petroleum Secretary informed the Committee during 
his evidence that on an average the Ministry takes about 8 to 8 
months in approving a DPR, the facts as .given to the Committee 
reveal an altogether different position. For instance, DPR of Oil 
Project of IOC was submitted by IOC to the Ministry in July 1985, 
whereas it was approved by the Ministry in January 1987 i.e. after 
18 months. Similarly, the DPR of APT Phase-I project is awaiting 
Government ajproval since December 1984. The Committee take 
a very seriaus note of the fact that Ministry takes undue long period 
in approving the DPRs submitted by the undertaking. under its ad-
ministrative control. The Committee hope that in future DPRs 
would, as promised by the Petroleum Secretary, be invariably ap-
proved by the Ministry withjn six months of their receipt from the 
undertakings under its administrative control. 

Reply of {",overnment 

The latest revised cost of APT Phase·I Project of Rs. SO .• crorY 
as apins! the DPR. cost of Rs. 81.56 crores has been approved by 
Government in March/ April 1989. The delay in the approval of the 
revised cost has been due to the time taken in (i) giving itemwise 
jUltiftcation of cost escalation in respect of 92 work sites at 80 loca-
tions; and (ii) also examining in detail, tfie question of flXing' res-
ponsibility for cost and time over run in the construction of tankages 
at these locations under this multt·agl"ncJea and m'i.dti-locational 
project. 

2. The observations/recommendations of the Gl)mmittee haa been 
noted and all efforts will be made t-o approve the DPR/revised cost 
within the minimum possi~ time in keeping with the existing 
instruetions on the subject. 

rDepartment of Petroleum & Natural Gas's O.M. No. 
P·17011/16/84-MKT. (Vol. U) dated 20-6-90] 



s-
Comments of the Committee 

Please see paragraph 4 of Chapter I of the Report. 

Recommendation Serial No. 5 

The Committee's examination of IOC's projects has also revealed 
that its project planning and formulation cell is weak. The cost 
estimates prepared at the time of Feasibility Report are nowhere 
near the actu'al expenditure. The cost escalation in all the four 
LPG Plants under LPG Phase-l project has been more than 200 per 
cent. In case of Bangalore Plant, the cost increased from Rs. 168.30 
lacs to Rs. 421.00 lacs. The cost of Salem Plant increased from 
Rs. 158.40 lacs to as much -as Rs. 466.88 }acs. The cost of Allahabad 
Plant increased from Rs. 149 lacs to Rs. 371 lacs. Similarly, the 
cost of Jullunder Plant also increased from Rs _ 210 lacs to Rs. 429 
lacs. Cost estimates as approved in detailed project reports are 
only of statistical interest as this formality has been complied with 
only after commissioning of the projects. The main r8llsons for cost 
escalations advanced by the IOC and the Ministry are safety, change 
of scope. railway siding and land cost. From the item-wise details 
it has been noticed that the major escalation has been due to change 
of scope which was Rs. 15~_30 lacs. Rs. 159.24 lacs, Rs. 162.61 lacs 
and Rs. 183.97 lacs for Bangalore, Salem, Jullunder and Allahabad 
Plants, respectively. The Committee are unhappy to note the 
unrealistic project estimates which required steep upward revision. 
The Committee feel that something is seriously wrong with the pro-
Ject formulation. implemel)tation, monitoring and control. The 
Committee need hardly stress that all efforts should be made to see 
that the projects are formulated realistically and completed within 
the estimated expenditure. The Committee also recommend that 
at the stage of formulation of projects. technology to be used should 
be taken into consideration on a realistic basis to avoid change of 
SCOPe in the projects at later stages_ 

Reply of the Govemment 

The recommendation of the Committee has been noted. All 
neCessary steps in this regard will be taken by the on Industry. 

[Department of Petroleum & Natural Gas's O.M'. No. 
P-17011/16/84-M'KT. (Vol. n) dated 2()"8-90] 

Comments of the Committee 

Please see paragraph 4 o( Chapter I of the Report. 



Recommendation Serial No. 6 

'Apart from weak project planning system in the Corporation, the 
administrative Ministry c~nnot escape from the responsibility of 
not exercising effective control with regard to the approval of pro-
ject reports. The Committee are of the view that at ·'the time of 
according approval to detailed projects repprts, the Ministry should 
examine in depth the projects so that avoidable extra expenditure 
on the projects at later stages could be avoided. 

Reply of the Governnient 

'l'he views of the Committee regarding in depth examination 
has been noted for compliance. The oil companies have also been 
advised to strengthen their system of proj~t planning 'and imple-
mentation so as to avoid extra expenditure on the project at a 
later stage. 

[Department of Petroleum & Natural Gas's O.M. No. 
P-1701l/16/84-MKT. (Vol. n) dated 20-6-90] 

\' Comments of the Committee 

Please see paragraph 4 of Chapter I of the Report. 

Recommendatioll Serial No.7 

Besides cost escalaHonl:l, there have been delays in execution of 
the projects. For instance, as per feasibility report, Bangalore 
Plant was to be commissioned by March 1981 but in DPR it was. 
revised to December 1981 and it was commissioned in July, 1982. 
Similarly, there was delay of ubout 18· months each in commissi'on-
ing of Salem . and Allahabad Bottling Plants. While ~aking, a 
serious 'note of such delays which result in further cost escalation. 
the Committee recommend that all efforts should be made to com-, 
plete the projects within the stipulated time. The Corporaion as 
well as Ministry should regularly review the progress ot all pro-
jects at regular intervals. The Committee also feel that Govern-
ment/UndertakIngs should foresee the problems and evaluate the 
magnitude of their impact while formulating projects and fixing 
up time schedule of completion. Needless to say that large cost 
and time over-run not only tarnish the image of undertakings on 
account of slow implementation' of projects -but the desired produc-
tion capacity is not built up in timl:'. 
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Jleply of Gov .. am .... t 

The observations/recommendations of the Committee have been 
noted for compliance in the futUre. It may be mentioned that im-
plementation of the project of the Public ~tor Undertakings under 
the Ministry.is regularly monitored by the Ministry, inter-alia, 
through Monitoring Cell and Quarterly Performance Review meet-
ings to ensure timely completion of the projects. 

[Department of Petroleum & Natural Gas's a.M. No. 
P-17011/16/84-MKT. (Vol. II) dated 20-6-90] 

Comments of the Committee 

P1eue B" paragraph 4 of Chapter I of the Report. 

BeeoDUneadation Serial No.8 

The Committee are dismayed to learn that even though the Min-
istry have been holding quarterly performance reviews regularly, 
yet no meaningful evaluation. was done in such reviews particularlY 
in regard to implementation of projects, preparation of DPR and 
analysis of cost escalation of various projects undertaken by laC. 
The Committee regret to note that Petroleum Secretary tried to jus-
tify it by saying that earlier there were no detailed guidelinea for 
monitoring the projects by the Ministry. However, the Committee 
find that the guidelines issued by Bureau of Public Enterprises in 
1975 and 1978 clearly spell out the detailed monitoring ~ystem at 
Ministry's level. The Committee hope that from now onwards the 
administrative Ministry would activate this mechanism so as to pro-
vide meaningful and timely guidance to the undertakings under its 
administrative control. 

Reply of the Government 

The observation of the Committee has been noted. The imple-
mentation of the project costing over Rs. 100 crores is being review-
ed through a Monitoring Cell created for this purpose. Besides. the 
progress is also reviewed at quarterly and other special meetings 
and follow-up action is taken to ensure timely completion of 
projects. I 

[Department of Petroleum & Natural Gas's O.M. No. P·17011/16/84· 
MKT. (VOL. II) dated 20.6.90 1 

CClllnments of the Committee 

Please Bee Paragraph 4 of Chapter I of the Report. 
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lkcoDamelldlitiOft· Serial No. • 

The Committee are perturbed to note that besides lOC's plant, 
there has been huge cost escalation in HPCL plant also. The cost 
which was estimated to be Rs. 1.55 crores in the Feasibility Re~ 
finally went upto Rs. 3.98 crores. Besides delay of about 8 months in 
completion of the plan.t, DPR was not approved within the stipulated 
period i.e. within one year of finalisation of Feasibility Report. The 
Committee on Public Undertakings (1982-83) in their 72nd Report on 
Hindustan Petroleum Corporation Limited had emphasised the need 
for strengthening the projp.ct formulation. implementation and moni-
toring system of HPCL. In their action taken n·otes. the Ministry 
of Petroleum informed the Committee in November 1983 that they 
have taken certain steps to ensure that projects are formulated rea-
listically and completed by the scheduled dates and within estimated 
expenditure. Since the project in question relates to period prioi' 
to November 1983. the Committee hope the HPCL must have im-
proved its project formulation and implementation systems. The 
Committee desire that Ministry should have un-remiting vigfl over 
the projects undertaken by the undertakings under its administra-
tive control. 

Reply of the Govemment 

The recommendation of the Committee has been noted. It has 
been confirtned by HPCL that necessary action has been taken to 
strengthen the system for more realistic formulation of projects and 
completion of projeCts by the scheduled dates and within the eeti-
mated expenditure. 

[Department of Petroleum & Natural Gas's O.M. No. P-17011/161 
84-MKT. (Vol. II) dated 20-6-90') 

Recommendation Serial No. 10 

The Committee have been informed that IOC and HPCL Plants 
are located in areas of 9.18 acres and 13 acres, respectively and the 
initial plant was to provide a common railway siding. It WM known 
at the time of finalising these two plants that it would not be pos-
sible to provide LPG siding within. the premises of anyone plant 
8S the Railways were operationally not in a position to move LPG 
tank wagons across the main Railwa¥ lines to bring them to a sid-
ing within the premises of any on.e plant. Therefore, the acquisition 
of private land for locating a siding was considered necessary. The 
JOC is reported to have located a nearby private land measuring 
7.26 acres for providing a railway siding and negotiated a lease 
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~greet'.~ent valid for a p~riod of 50 years .OD.a monthly rent of Rs. 
4,33.~. 50 for the ~rst 30 years and at Rs. 5,205.00 per month for the 
r_inning 20 years, effective from January 1984 .. However, as the 
. .site ·was found 'unsuitable for a railway siding in view of restrictions 
u#r Expl~. Regulations, the land has not been put to efiectivl! 

''ulfe so far. .A:t.,a; result the entire expenditure on the leasehold land 
has proved Iruructuous as the lease agreement could not be rescin-
ded.. The Committee feel that the S'lLitability of the sites for lo-
cating the plants should ha~e been decided after ensuring the pro-
vision of a railway siding. Therefore, in Committee's view, it is a 
clear lapse 'on the part of IOC, HPCL and also the administrative 
Ministry. The Committee cannot but expre.ws their displeasure 
over this matter. ' 

Reply of Govemment 

As earlier explained to the Committee durin'g oral evidence that 
at the time of acquiring the land the railway siding was feasible 
under the rules prevailing then on the land allotted. However, due 

. to subsequent requirements of the Chief Controller of Explosives 
regarding safety distances and the Railways regarding full rake 
loading the land became inadequate though originally it was con-
sidered to be adequate. The Committee's conclusion that suita-
bility of sites for locating the plants should have been decided afte, 
ensuring the provision of a railway siding has been noted and the 
oU company are taking action to get the concurrence of the Rail-
ways for putting up siding while finalising the site for the projects. 

[Department of Petroleum & Natural Gas's O.M. Nu. 
P-l'l.011/16/84-MKT. (Vol. II) dated 20-6,.90] 

Comments of the Committee 

Please see paragraph 10. of Chapter I of the Report. 

ReeolUDlendatioD Serial No. 11 

The Committee have also been informed that even though Con-
troller of Explosives had given permission of half rake movement, 
Railways were not prepared to put railway siding with half rake 
faciUties and they insisted on full rake movement. The Committea 
have not been impressed by the belaboured explanation givenby 
lac and the Ministry that the new explosives rules, on the basis of 
recommendation of Vasudevan Committee, came into force after the 
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take over of the land in January 1984. The Commiftee fe~l thafthe 
representatives of IOC and HPCL who were ~ membe!'!' of the 
Vasudevan ~ommitt~e, which presented its report to~overnm~.t, in'. 
June 1963, should have ensured about the suitability ~nd 'before ;t..J 
take over. Immediately after take over of the land in January 1984 
the IOC and the Petroleum Ministry have been unsucc5fuliy pur~ 
suing the matter with the Railways and in December 1988 the propo-
sal for providing the railway siding was finally dropped, 

Reply of the Government 

The proposal for providin.g the Railway siding was dropped ill 
view of the objections of the Railways and Chjef Controller of Ex-
plosives. Nagpur. 

[Department of Petroleum & Natural Gas's O.M .. No. P-17011/16/ 
. 84-MKT. (Vol. II) dated 20-6-90] 

Comments of the Committee 
Please see paragraph 10 of Chapter I of the Report. 

Recommendation Serial No. 12 

The Committee are distressed to note ,that even though the 
chances of providing a railway siding on the identified plot were 
very minimal, JOC has not prepared so far any alternate plan for 
utilisation of the land. The Corporation is also reported to have 
paid an amount of Rs. 2,17,849.44 to the party from which the land 
was taken as a rent for the p.eriod from January 1984 to March 1988. 
To cap it all, the Corporation has not considered it necessary to fix 
the responsibility for making huge payments for the acquired land 
which has not been put to my use so far. The C9fnmittee strongly 
deprecate the lackadaisical manner in which the matter has been 
treated. The Committee recommend that the matter be probed 
into with a view to fixing responsibility for not putting to any effec-
tive use so far. the land acqUired for providing railway sidi~g. ' .. : 

Reply of tbeGovernment 

A Research and Development Centre for LPG on in~~ry basis 
is being set up on the 7.26 acres plot of land. The project is likely 
to be ~mpleted within a period of 18 months from the date of finali-
sation of design of the Research and Development Centre by the 
oil industry. As the land could not be used so far for a Railway 
siding at Bangalore for reasons beyond individual/corporate con-
trols. it is not found feasible.to fix the responsibility in this regard. 

fDepartment of Petro1eutn "& Natural 'Gas's a.M. No.' P-17011/181 
84-MKT. (Vol, II) dated 20-6-901 
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Comments of the Committee 

Please Bee Paragraph 10 of Chapter I of the Report . 

.Recommendation Serial No. 13 

The Committee have been informed that a LPG Bottling Plant 
of HPCL at Hazarwadi is under copstruction near Miraj at an esti-
mated cost of as. 11;.55 crores. This plant will have railway siding 
facilities. It will facilitate movement of b'l.1lk LPG by rail from 
Bombay to Hazarwadi and further by road from Hazarwadi to 
Balli-alore which will reduce the road movement by 'almost 30 per 
cent and would cater to needs of IOC and HPCL Bottling Plants at 
Bangalore. The Ct>mmittee desire that concerted efforts should be 
made to complete the Hazarwadi plant in scheduled time so that 
the facilities created could be utilised at the earliest. 

Reply of the Government 

HPCL has informed that their Hazarwadi LPG BottliIli Plant 
was commissioned in September 1989 and the railway siding is also 
likely to be commissioned shortly. 

(Department of Petroleum" Natural Gas's O.M. No. P.17011/16/ 
84-MKT. (Vol. II) dated 20-8-90] 

Recommendation Serial No. 14 

The Committee note that in the absence of railway siding the 
bulk movement of LPG was carried out both for IOC and HPCL 
Bottling Plants from Bombay to Bangalore by road. According to 
Audit, the Oil Companies incurred an extra eXQenditure on freight 
amounting to Ra, 465 lac8 during the year 1982-83 to 1985-86. The 
Audit has also pointed ou~ that Government was aware that road 
movement of LPG wO'Uld be uneconomical and contemplated bulk 
movement of LPG by rail at the time of setting up the plant. Both 
IOC aDd the Ministry. The Committee fail to understand how the 
mittee that transportation of LPG by road is cheaper than by rail-
ways. The Committee are not satisfied with the view taken by 
IOC and he Ministry. The Committee fail to understand how the 
road transport could be cheaper than rail transport. If it was so 
why did JOC and Ministry waste their time and money in providing 
railway siding for these plants all these last 10 years? Why a rail· 
way siding at a cost of Rs. 15 lacs was at all provided in DPR-
approved by Government if road movement was cheaper and why 
the Railways and Oil Industry had geared up the LPG tank wagon 
fleet to move the WBh volume trafftc in this sector? The Committee. 
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therefore, desire that the whole matter regarding comparative bene-
fits of road transport vis-a-vis rail transport should be examined 
afresh taking all factors such as financial implications, speedy mOve-
ment, safety. etc .• into account with a view to taking policy decisioDa 
in the matter of transportdtion of LPG for the future. The Commit-
tee would like to be apprised of the result of such study and the 
decision taken thereon. 

Reply of the Government 

A departmental study on the economics of Road VI. Rail trans-
pot'tation for the m'Ovement of bulk LPG between Bombay and 
Bangalore has been carried out. The economics of Road VI. Rail 
transpor tation is based on the total cost of freight and recurring 
cost including financing cost on the illve3tment involved. This study 
carried out relates to the movement of bulk LPG between Bombay 
and Bangalore for the tariff rates prevailing during 1982-83. An 
analysis of the data reveal that rnad transportation was cheaper by 
Rs. 54.6 per MT on overall basis. This economics 'Of Road vs. Rail 
transportation was reviewed and updated based on 1987-88 freight 
structure. It revealed that road movement on overall basis conti-
llutes to be cheaper by Rs. 268.80 per MT. IOC further carried out 
the study to assess the break-even where cost of movement by road 
and rail becomes equal. It was noticed that cost of movement of 
bulk LPG by rail and road breaks-even if it is moved for minimum 
distance of 1700 Kms. The question whether Corporation sh'Ould 
resort for moving bulk LPG by road or rail based on economics can-
not be looked In isolation as relative freight economics is one of the 
several factors which have. to be considere4 in reaching a decision 
on mode of transportation to any bottUng plant and operating logts.. 
tics are considered. Continuous product availability at the bottling 
plants is an essential input for customer satisfaction. This is achiev-
ed in two stages: firstly by providing road linkages in all cases, and 
secondly, with rail linkages in selective cases. While facility for 
receipt of the product by road is considered as minimum require-
ment. the addition-al investments and costs for rail m'Ovements pt 
justified in specific cases. A series of Statutory and Corporate rules 
have been framed for eMuring safety in bulk LPG transportation. 
The experience shows that bulk LPG transportation by road is also 
safe, but bulk LPG transportation by rail is relatively safer. An 
analysis of LPG tank truck accidents shows that the majority of the 
accidents are caused by human failure i.e. rash driving or driving 
on unauthorised routes or ignoring safety instructions. Considering 
that operations and maintenance systems on the Railways are monI-
tored and controlled more effectively, as compared to private tank 



16 

trunck operators. the relative safety advantage becomes important 
in case of high volume movements over long leads by rail. Wher-
ever rail facilities have been 'already installed, it is advantageous 
to maximize use of such low-cost facilities to get the freight advant-
age over higher tonnages, The decision to incur the higher invest-
rnents and costs for operations by rail at the new plants is, therefore. 
taken in the context of traffic volume to justify blo'ck rake move-
lnent, lead distances to compare the advantage of telescopic freight, 
tariff of the railways and in appreci~tion 'Of relative safety considera-
tion. 

[Department ()f Petroleum & Natural Gas's O.M. No. P.17011/161 
84-MKT. (Vol. II) dated 20-6-901 

Comments of the Committee 

Please see Paragraph 13 of Chapter I of the Report. 



CHAPTER In 
RECOMMENDATIONS ~H THE COMMITrEE DO NOT 

DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S 
REPLTES 

Recommendation Serial No. 1 

The Committee have observed that both IOC and HPCL establi-
shed LPG Bottling Plants at Bangalore with an annual capacity of 
25,000 MT each at the cost of Rs. 421 lacs and Rs .. 398 lacs, respec-
tively. Both the plants have been set up on the adjoining plots. 
The Petroleum Secretary admitted during evidence that "we agree 
that the cost of installation of one big plant would have been less 
than that of installation of two smaller plants". The Committee 
are not convinced of the argument advanced by representatives of 
Petroleum Ministry that two small plants were set up to ensure 
the availability of LPG to the consumers regularly. The Commit-
tee wo~der that when two small plants could ensure the availabi-
lity of LPG to consumers, then why could a big plant at the same 
place not ensure regular availability of LPG. This view of Com-
mittee has also been upheld even by the Vasudevan Committee on 
Safety which has inter alia recommended that "it will be prefer. 
able to have the bottling facilities larger than 25,000 tonnes per 
year capacity centres in one location rather than have several 
small 1?oints scattered at various points in or around the town ... " 

The Committee regret to note that instead of allowing one Com-
pany to set up a big plant of 50,000 MT capacity, the Government 
permitted two Companies under its administrative control to set 
up two small plants of 25,000 MT capacity each. In Committee's 
vie.w, had there been one big Plant, not only the cost of the instal-
latIon would have been less, but the recurring cost of maintenance 
as well as management cost would also have been reduced consi-
derably. In addition, the benefits of the economies of the large 
scale would also have been derived from a big Plant. 

Reply of the Government 

This Ministry still feels that setting up of two bottling planta, .. 
each of 25.000 tOMes capaCity by IOC and HPCL at Bangalore, Js 

17 
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ultimately in the interest of the consumers in view of the follow-
ing:-

(1) The supplies trom two plants ensure regular availability 
of this vital product as in the event of only one company 
putting up a single plant, the supplies from that com-
pany could be more vulnerable due to IR problem, acci-
dent etc. 

(U) From safety and security considerations, two plants by 
separate companies are preferable to one set up by one 
company and this is in line with the two company'a 
concept. 

(iU) This helps in the toning up o.f overall standard of ser .. 
vice and performance by way of healthy competition 
between the two companies. 

(iv) This provides ftexibility in meeting the h'lcreas:ng de-
mand by way of expansion of each pla,pts which has sub-
sequently taken place in increasing the total pro(illctio'l 
to about 80,OOn tonnes. 

(v) This more or less ensures even development of the com-
panies In keeping with their market participation. 

(v.i) Additional COlt in setting up of two plants being margi-
nal, is more than offset by regula.rity and security in the 
availability {)f the product to the contUmers. 

[Department of Petroleum" Natural Gas's a.M. No. P-17011/16/ 
B4-MKT. (Vol. II) dated 20-6-90] 

Reep ...... ndati'"' Serial No. 2 

T.he Committee are distressJd to note that botb Indian Oil Cor-
porlltion al1d Ministry of Petroleum and Natur-.l Gu are not fol-
lowing the gu~delines issued by Min~try of FillADCe as far back as 
in November 1978 in regard to approval of Detailed Project Reports. 
The gUidelines issued by Bureau of PublJ( Enterprises (BPE) 
clearly provide that in case the initial investment decisIon is not 
based on detailed project, reports or detailed cost e.tima tea the 
concernf)(! MinistJ'lee should ensure that these aN prep4f'ed withtn 
a yea.r of the sanction Of the project. The Feasibility Report of lac 
bottling plant at Banialor~ was approved in February, 1979. The 
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Plant was commissioned in July, 1982. However, its DPR was 
approved by Government in December 1982 i.e. after the commis-
sioning of the project. The reason advanced by IOC and Ministry 
is that as the Bangalo.re Plant was a part of LPG Phase-I Pro-
gramme, it inoluded other three plants at Allahabad, Jullunder 
and Salem. DPR could not be finalised because the land for Salem 
Plant could not be procured. The Committee are not convinced of 
the reason advanced. They are of the view that since these plants 
were independently set up at different places. their DPRs could 
have been prepared separately fO,r each one of t~ese four bottling 
plan.ts, especially when inordinate delay was taking place 1n fixing 
up the hmd for one plant. 

Reply of the Government 

As LPG Phase-! was a si.ngle integrated project having indivi-
dual units like LPG Plants, Tank Wagons, Cylinders/Pressure 
Regulators etc., DPR preparation and approval for the entire pro-
ject (including Bangalore LPG Bottling Plant) got delayed due 
to delays in the procurement of land at Salem and then detailed 
deliberaCons and examination of the Report. Moreover, the ex-
penditure on Bangalore Bottling Plant till the approval of D.P.R .. 
was incurred on the basis of Feasibility Report, approved by the 
Government before the commission:ng of the Plant. The D.P.R. 
had only firmed up the cost. However, the observations of the 
Committpe has been noted. 

[Department of Petroleum" Natural Gas's O.M. No. P-17011/16/84-
MKT. (VOL. II) dated 20-06-90) 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

-NIL-
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CHAPTER V 

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

Nmw DELHI; 
November 16. 1990 
Kariikii-25.1912(SCika) 

-NIL-

BASUDEB ACHARIA. 
ChaiTm4n, 

Committee on Public Undertakings. 
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APPENDIX I 

Minute. of the 14th Bitting of the Committee on Public Undertakings 
held on 31.10.1990 

The Committee sat from 11.00 hrs. to 12,00 hrs, 

PRESENT 

Shri Basudeb Acharia-Chairman 

MEMBERS 

2. Shri Bal Gopal Mishra 
3. Shl'i Kalpnath Rai 
4. Shri Rajdev Singh 
5. Shri Daulat Ram Saran 
6. Prof. Saif-ud-Din Soz 
7. Shri Piyus Tiraky 
8. Shrimati Renuka Chowdhury 
9. Shri Dipen Gho_sh 

10. Shri Ajit P. K.. Jogi 
11. Shri Mohinder Singh Lather 
12. Prof. Chandresh P. Thakur 

SECRETARIAT 

1. Shri S. C. Gupta-Joint Secretary 
2. Shri K. K. Sharma-Director 
'3. Smt, P. K. Sandhu-Under Secretary 
'4. Shri N. M. Jain-Under Secretary 

.. 

The Committee considered and adopted the following draft 
Reports, as approved by the Action Taken Sub-Committee: 

(i) Report on Action Taken by Government on the recom-
mendations contained in 55th Report of C.P.U. (1988-89) 

12 
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on indian on Corporation Limited-Installation ot two 
LPG Bottling Plants at Bangalore . 

• • 
2. The Committee ileo authorised the Chairman to finaUse the 

Reports on the basit of' factual verification by the concerned Mini-
stries/Undertakings ,and Audit and to present the same to Parlia-
ment. 

• • • • 
The Committee then adjourned. 



(Vide Para 3 of·the lDlfoductiua) 

Analysis of,he Action Taken by (jo~Nlltltml 011 thl reeo"",.1IIIItIIIMI ctNIhIIttMIlndW 
!!th iflpIJI't of tlte CommiltH 0fI hbllr: U"""akinp (Eig",hW SGMa) Oft iIItIiIuI 011 
Corporatklll Limited - Intstallatlon of two LPG Bolt/btg Plants at ~. 

I. Total nUluber of rccoDllD"ndations 14 

II. Re\:vmlUCndalions that haw b;.cn accl.lpted by the Government (Vide T.:-
ciJmm~ndation at SI. Nos. 3 -14) 12 

Percentage to total . 8S. 7 

Ill. R(.'mmmrndlltillns which the Committee f!o not <!esire to pur8ue in view 
uf(i"vernment's replics (Vidff recommen\!utioll at 51. Nos. 1 & 2) . 

PC:l"CJntat~ to total . , . 14.3 
lV. RccolDlllondations in rellpect of which repUea 01 ~_,&IOt 

bcwl accepted by the Committee.. • ..,' • • • • NIL 

V. Ro4,xllUlD-'lldations In NS~ of w.bicb liDai replica ol~.. ',f, 

still awiLilod. • • • • • • ,"f • • • .• 

;~ \ 

{,!. 
\,~. 

'\1;;;;:...~, 
',". :., .'., 
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