HEAVY ELECTRICAL INDUSTRY IN INDIA
Heavy Electrical Industry covers power generation, transmission, distribution and utilization equipments. These include turbo generators, boilers, various types of turbines, transformers, switchgears and other allied items. Majority of the products manufactured by heavy electrical industry in the country, which includes items like transformers, switchgears etc. are used by all sectors of the Indian economy. Some major areas where these are used are the multi core projects for power generation including nuclear power stations, petrochemical complexes, chemical plants, integrated steel plants, non-ferrous metal units, etc.
India is the only other developing country besides China,which produces a full range of electric power generation and transmission equipment. In fact,the history and growth of (Bharat Heavy Electricals Ltd.), a public sector enterprise under in the country, symbolizes the overall growth pattern of heavy electrical industry in the country.BHEL has the unique distinction of being one of the very few companies in the world, manufacturing all major power generating equipment under one roof.

The industry has been upgrading the existing technology and is now capable of taking up turnkey contracts also for export markets. The industry has been delicensed. Foreign collaborations are allowed with 100 percent FDI.The country is planning to add 150,000 MW power generation capacity in the the next 10 years.This will generate substantial demand for heavy electrical equipments.

The heavy electrical industry is capable of manufacturing transmission and distribution equipment upto 400 KV AC and high voltage DC. The industry has taken up the work of upgradation and transmission to the next higher voltage system of 765 KV and have upgraded their manufacturing facilities to supply 765 KV class transformers, reactors, CTS, CVT, bushing and insulators, etc.

The investments in R & D by the electrical industry are amongst the largest in the corporate sector in India.Large electrical equipment used in steel plants, petrochemical complexes and other such heavy industries are also being manufactured in the country. The domestic heavy electrical equipment manufacturers are making use of the developments of the global market with respect to product designs and upgrading of manufacturing and testing facilities.The heavy electrical industry has established its reference in the global arena also.These encompass thermal, hydro and gas based power plants, substation projects, rehabilitation projects, besides a wide variety of products like transformers, photo voltaic equipments, insulators,switchgears, motors,etc.

Turbines and Generator Sets
The capacity established for manufacture of various kinds of turbines such as steam & hydro turbines including Industrial turbines is more than 7000 MW per annum in the country. Apart from BHEL, the public sector unit that has the largest installed capacity, there are units in the private sector also manufacturing steam & hydro turbines for power generation and industrial use. The manufacturing range of BHEL includes steam turbines upto 660 MW unit rating and the facilities are available for 1000 MW unit size. They have the capability to manufacture gas turbines upto 260 MW (ISO) rating and gas turbine based Co-generation and Combined Cycle Systems for the industry and utility applications. Custom built conventional hydro turbines of Kaplan, Francis and Pelton types with matching generators are also available indigenously.

AC Generators manufactured in India are on par with international AC Generators and consistently deliver high quality power with high performance. Domestic manufacturers are capable of manufacturing AC Generator right from 0.5 KVA to 25,000 KVA and above with specified voltage rating.The imports and exports of turbines and generators during 2005-06 were Rs. 2420 crore and Rs. 565 crore respectively.

Boilers

Bharat Heavy Electrical Ltd.(BHEL) is the largest manufacturer of boilers in the country (with more than 60% share) and has the capacity to manufacture boilers for Super Thermal Power Plants apart from utility boilers and industrial boilers. The industry has the capability to manufacture boilers with super critical parameters upto 1,000 MW unit size. The domestic industry has the capacity to meet the indigenous requirement / demand for boilers.The imports and exports of boilers during 2005-06 were Rs.160 crore and Rs.242 crore respectively.
Transformers

The domestic transformer industry is well established with capability to provide state of- the-art equipments. The industry has the capacity to manufacture whole range of power and distribution transformers including the REC rating of 25,53,100 KVA and also the extra High voltage ranges of 400 kV, 600 MVA. Special types of transformers required for furnaces, rectifiers electric tract etc. and series and shunt reactors as well as HVDC transmission upto 500 kV are also being manufactured in the country.The imports and exports of transformers during 2005-06 were Rs.1800 crore and Rs.1640 crore respectively.

Switchgear and Control Gear

In India, the entire range of circuit breakers from bulk oil, minimum oil, air blast, vacuum to SF6 are manufactured to standard specification for the benefit of customers. The ranges of products produced cover the entire voltage range for 240V to 800KV, switchgear and control gear, MCBs, air circuit breakers, switches, rewireable fuses and HRC fuses with their respective fuse bases, holders and starters. The industry is competitive in the field of design and engineering as the skill sets available in the country are relatively less expensive.The imports and exports of the above equipments during 2005-06 were around Rs.1690 crore and Rs. 1108 crore respectively.

Electrical Furnaces

Electrical Furnaces are used in Metallurgical and Engineering industries like forging and foundry, machine tools, automobiles etc. Adequate capacity for production of these products has been established.The imports and exports of electrical furnances during 2005-06 were aound Rs.186 crore and Rs. 108 crore respectively.

Shunting Locomotives

Shunting Locomotives for localized/ internal transport facilities are used in railways, steel, plants, thermal power plants, etc. BHEL’s Jhansi unit among others is manufacturing such locomotives. The installed capacity is adequate to meet the domestic demand.
HEAVY ELECTRICAL INDUSTRY IN BHEL
The first plant of what is now known as BHEL was established more than 40 years ago at 

Bhopal and was the genesis of the heavy electrical equipment industry in India. 

`BHEL is, today the largest engineering and manufacturing enterprise of its kind in India, with a well recognized track record of performance, earning profits continuously since 1971-72 .It achieved a sales turnover of Rs-6347 Cr. with a pre-tax profit of Rs 2941Cr. 

in 2000-2001.

 BHEL caters to core sectors of the Indian economy viz. Power Generation and Transmission, Industry, Transportation, Telecommunication, Renewable Energy, Defenses.

The wide network of BHEL’s 14 manufacturing divisions, 4 power sectors regional centers, over 100 project sites, 8 service centers and 4 regional offices, enables the company to be closer to its customers and provide them with suitable products, systems and services efficiently and at competitive prices. Having attained ISO 9000 certification, BHEL is now well on its journey towards TOTAL QUALITY MANAGEMENT .On the environmental management front, the major units of BHEL have already acquired the ISO-14001 certification.
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BHARAT HEAVY ELECTRICAL LIMITED
 A CORPORATE GIANT

BHEL is the largest Engineering and Manufacturing Enterprise in India in the energy- related infrastructure sector, today. BHEL was established more than 40 years ago, ushering in the indigenous Heavy Electrical Equipment Industry in India – a dream that has been more than realized with a well– recognized track record of performance. The Company has been earning profits continuously since 1971-72 and paying dividends since 1976-77.

BHEL manufactures over 180 products under 30 major product groups and caters to core sectors of the Indian Economy viz., Power Generation & Transmission, Industry, Transportation, Telecommunication, Renewable Energy, etc. BHEL has acquired certification to Quality Management System (ISO:9001), Environmental Management System (ISO:14001) and Occupational Health & Safety Management System (OHSAS:18001) and is also well on its journey towards Total Quality Management (TQM).

 The company inherent potential coupled with its strong performance over the years has resulted in it being chosen as on of the Navratna PSUs which enjoy the support from the government their endeavors to become global players. with its prudent financial management. BHEL occupies an all-important niche as evident by its ranking by CII amongst top eight PSUs based on financial performance. Recently in survey conducted by business India, BHEL has been rated as seventh Best Employer in India.

BHEL has

· Installed Equipment for over 90,000 MW of power generation – for utilities, captive and Industrial users.

· Supplied over 225000 MV transformer capacity and other equipment operating in transmission & distribution network up to 400 KV (AC & DC).

· Supplied over 25000 motors with Drive Control System to Power projects, Petrochemicals, Refineries, Steel, Aluminum, Fertilizers, Cement plants, etc.

· Supplied Traction electrics and AC/DC locos to power over 12000kms Railway networks.

· Supplied over one million valves to power plants and other Industries.

BHEL’s operations are organized around three business sectors, namely Power, Industry- including Transmission, Transportation, Telecommunication & Renewable Energy and Overseas Business. This enables BHEL to have a strong customer orientation, to be sensitive to his needs and respond quickly to the changes in the market.

BHEL’s Vision is to become a World-Class Engineering Enterprise, committed to enhancing Stakeholder value. The greatest strength of BHEL is its highly skilled and committed 44,000 employees. Every employee is given an equal opportunity to develops himself and grow in his career.

BHEL offers over 180 products and provides systems and conventional energy sources and telecommunication. A wide spread network comprising 14 manufacturing units. With an export presence in more than 60 countries. BHEL is truly India’s Industrial Ambassador to the World.
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CUSTOMERS OF BHELs PRODUCTS

DOMESTIC:-

1)             Punjab State Electricity Board(Pseb)

2)             Uttar Pradesh State Electicity Board(Upseb)

3)             National Thermal Power Corporation(Ntpc)

4)             Appolo Tyres

5)             Abb

6)             National Hydel Power Corporation(Nhpc)

7)  
Andhra Pradesh State Electricity Board(Apseb)

8)  
Balco

9)  
West Bengal State Electricity Board(Wbseb)

10) Bihar State Electricity Board(Bseb)

11) Indian Oil Corporation(Ioc)

12) Madhya Pradesh State Eletricity Board(Mpseb)

13) Sail

14) Bccl

15) Orissa State Electricity Board(Orseb)

16) Karnataka State Electricity Board(Kseb)

17) Birla Cement

18) Birla Tyres

19) Bokaro Steel Plant

20) Grasim Industries

21) Goa Ship Yard

22) Haryana State Electricity Board(Hseb)

23) Himachal Pradesh State Electricity Board(Hpseb)

24) Dlw, Varanasi

25) Indian Navy

26) Delhi Vidyut Board

27) Deptt. Of Atomic Energy

28) Essar Oil

29) Siemens, New Delhi

30) Ongc

31) L&T

32) Kirloskar

33) Jk Cement

34) Scooter India Ltd

INTERNATIONAL: -

1) M/S EBARA CORPORATION, JAPAN

2) M/S ZEECO INCORPORATION, USA

3) SIMMCO INTERNATIONAL

4) SIEMENS, GERMANY

5) SIEMENS, SINGAPORE

6) BAIJI PROJECT, IRAQ

7) KYCR COIL INDUSTRIES LTD., BANGLADESH
PRODUCT RANGE
This list is intended as a general guide and does not represent all of BHEL’s products and systems.

THERMAL POWER PLANT

· Steam turbines and generation of up to 500 MW capacity for utility and combined-cycle application, capacity to manufactures steam turbines with super critical steam cycle parameters and matching generators up to 1000 MW unit size.
· Steams turbines for CPP applications; capacity to manufacture condensing, extraction, back pressure, injection or any combination of these types.
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GAS BASED POWER PLANTS

· Gas turbines of up to 225 MW (ISO) rating.
· Gas turbines based co-generating and combined-cycle system for Industry and utility applications.
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HYDRO POWER PLANTS

· Custom-built conventional hydro turbines of Kaplan, Francis and Pelton types with matching generators, pump turbines with matching motor-generators.

· Mini/micro hydro sets.

· Spherical, butterfly and rotary valves and auxiliaries for hydro station.

DG POWER PLANTS

· USD, LDO, FO, LSUS, natural –gas/biogas based diesel power plants, unit rating up to 20MW and voltage up to 11kv, for emergency, peaking as well base load operation on turnkey basis.

INDUSTRIAL SETS

· Industrial turbo-sets of rating from 1.5 to 120MW.

· Gas turbines land matching generators ranging from 3 to 225MW (ISO) rating.

· Industrial stream turbines and gas turbines for drive applications and co-generation applications.

BOILERS

· Steam generators for Industrial application, ranging from 40 to 450 t/hour.

· Pulverized fuel fired boilers.

· Atmospheric fluidized bed combustion boilers.

· Waste heat recovery boilers.

· Chemical recovery boilers for paper industry ranging from capacity of 100 to 1000 t/day of dry solids

BOILERS AUXILLIARIES
Fan

· Axial reaction fans of a single stage and double stage for clean air application, with capacity ranging from 25 to 800 m3/s and pressure ranging from 120 to 1,480 m of gas column.

· Axial impulse fans for both clean air and fuel gas application, with capacity ranging from 7 to 600 m3/s and pressure up to 700m of gas column.

· Single and double-suction radial fans for clean air and dust-laden hot gases application up to 400 deg centigrade, with capacity ranging from 4 to 600 m3/s and pressure ranging from 150 to 1,800 m of gas column.

Air-pre-heaters

· Ljungstrom rotary regenerative air-pre-heaters for boilers and process furnaces.

· Large regenerative air-pre-heaters for utilities of capacity up to 1000 MW.

Pulverizes

· Bowl mills of slow and medium speed of capacity up to 100 t/hour.

· Tube mills for pulverizing low-grade coal with high-ash content.

Electrostatic precipitators

· Electrostatic precipitators of any capacity with efficiency up to 99.9% for utility and industrial applications.

Soot Blowers

· Long retractable soot blowers (travel up to 12.2m), wall deslaggers, rotary blowers and temperature probes and related control panels operating on pneumatic, electric or manual mode.

· Swivel arm type soot blowers for regenerative air-pre-heaters.

Valves

· High-pressure and low-pressure bypass valves for utilities.

· High and medium-pressure valves, cast and forged steel valves of gate, globe, non-return (swing-check and piston lift-check) types for steam, oil and gas duties up to 600 mm diameters, 250kg/cm2 pressure and 540 degree centigrade temperature.

· High capacity safety valves and automatic electrical operated pressure relief valves for set pressure up to 200kg/cm2 and temperature up to 565 degree centigrade.

· Piping systems, constant load hangers, clamp and hanger components, and variable spring hangers for power stations up to 850 MW capacities, combined cycle plants, Industrial boilers and process Industries.

HEAT EXCHANGERS AND PRESSURE VESSELS

· CS/AS/SS/Non ferrous shell and tube heat exchangers and pressure vessels.

· Air-cooled heat exchangers.

· Surface condensers.

· Steam jet air ejectors.

· Columns.

· Reactors, drums.

· LPG/propane storage bullets.

· LPG/propane store mounded vessels.

· Feed water heaters.

PUMPS

· Pumps for various applications to suit utilities up to capacity of 660 MW.

· Boilers feed pumps (motor or steam turbine driven).

· Boilers feed booster pumps.

· Condensate pumps.

· Circulating water pumps.

· Emergency water pumps.

· Lubricating oil pumps.

· Stand by oil pumps.

POWER STATION CONTROL EQUIPMENT

· Microprocessor-based distributed digital control systems.

· Data acquisition system.

· Man-machine interface.

· Sub-total control with SCADA.

· Static excitation equipment/automatic voltage regulator.

· Electro-hydraulic governor control.

· Turbines supervisory system and control.

· Furnace safeguards supervisory systems.

· Controls for electrostatic precipitators.

· Controls for HP/LP bypass valves.

SWITCHGEARS

· Switchgears of the various types for indoor and outdoor applications and voltage ratings up to 400 kv.

· Minimum oil circuit breakers (66 kv-132kv).

· SF6 circuit breakers (132kv- 400kv).

· Vacuum circuit breakers (3.3 kv-33kv)

· Gas insulated switchgears (36kv).

BUS DUCTS

· Bus-ducts with associated equipment to suit generators power output of utilities of up to 500 MW capacities.

TRANSFORMERS

· Power transformers for voltage up to 400kv.

· HVDC transformers and reactors up to +500kv rating.

· Series and shunt reactors of up to 400kv ratings.

· Instrument transformers.

· Current transformers up to 400kv.

· Electro-magnetic voltage transformers up to 220kv.

· Capacitor voltage transformers up to 10 MV & 33kv.

· Special transformers: earthing, furnace, rectifier, electrostatic precipitator, freight loco and traction transformers.

INSULATORS

· High-tension ceramic insulators.

· Disc/suspension insulators for AC/DC application, ranging from 45 to 300kv electro-mechanical strength, for clean and pollute atmospheres.

· Pin insulators of up to 33kv.

· Post insulators suitable for application of up to 6 units.

· Hollow porcelains of up to 400kv.

· Solid core insulators of 25kv rating for railways.

· Disc insulators for 800kv AC and HVDC transmission lines 
· (BHEL is the first Indian manufacturer to supply such insulators).

CAPACITORS

· Power capacitors for industrial and power system of up to 250kv.

· Coupling/CVT capacitors for voltage up to 400kv.

· Low Tension Thyristor Switched Capacitors (LTTSC) for dynamic factor correction.

ENERGY METERS

· Single phase, poly phase and special-purpose electro-mechanical and electrical meters.

B.H.E.L. IN INDIA

# REGIONAL OFFICES (POWER SECTORS)

     *********************************
1. NEW DELHI (NORTHERN REGION)

2. CALCUTTA  (EASTERN REGION)

3. NAGPUR (WESTERN REGION)

4. CHENNAI (SOUTHERN REGION)

# BUSSINESS OFFICES

   *******************
1.     BANGLORE

2.     BARODA

3.     BHUBANESHWAR

4.     MUMBAI

5.     CALCUTTA

6.     CHANDIGARH

7.     GUWAHATI

8.     JABALPUR

9.     JAIPUR

10.     LUCKNOW

11.     CHENNAI

12.     NEW DELHI

13.     PATNA

14.    RANCHI

15.   SECUNDRABAD

# MANUFACTURING UNITS

1.     BANGALORE

2.     BHOPAL

3.     GOINDWAL

4.     HARDWAR

5.     HYDERABAD

6.     JAGDISHPUR

7.     JHANSI

8.     RUDRAPUR

9.     RANIPET

10.    TIRUCHIRAPALLY

# SERVICE CENTRES

1. BANGLORE

2. BARODA

3. CALCUTTA

4. CHANDIGARH

5. SECUNDRABAD

6. NEW DELHI

7. NAGPUR

8. PATNA

9. VARANASI 

ACCOMPLISHMENTS

	S.No.
	Year
	Title

	1
	     1993
	Accreditation of ISO 9001 Quality System

	2
	     1997
	BHEL, one of the 9 PSUs declared “NAVRATNA”.

	3
	     1997
	National Productivity award for HEEP by President of India.

	4
	     1998
	Certificate of Merit by NPC* for outstanding performance.

	5
	     1998
	Accreditation of U stamp.

	6
	     1999
	Accreditation of R stamp.

	7
	     1999
	AD-Merkblatt HPO re-certification for gas turbines.

	8
	     1999
	INSAAN award for excellence in suggestion for 9th consecutive year.

	9
	     2000
	Accreditation of ISO: 14001 Environmental Management.

	10
	     2001
	INSAAN award for excellence for 11th consecutive year.

	11
	     2001
	“Indo-German Green tech Environment Excellence Award” 

	12
	     2002
	Accreditation of ISO:9000-2k

	13
	     2002
	“Rajiv Gandhi Memorial National Gold Award for excellent pollution control” in power sector.

	14
	     2002
	Accreditation of OHSAS-18001

	15
	     2003
	CII-EXIM BANK Award for Business excellence for strong commitment to Total Quality Management.

	16
	     2004
	Commendation for Significant Achievement in CIIEXIM Bank Award.

	17
	     2005
	Award given by Institute of Cost and Works Accountants of India for "Excellent Work in the field of Management Accounting and Cost Concepts".


MAJOR MILE STONES

1975
Job Redesign concept launched for FIRST time in India.

1978
well documented Suggestion Scheme launched. 

1982
Launched Productivity Movement & Quality Circle. Concept

1994
Accreditation of ISO 9001 quality System.

1995
Adopted EFQM model of TQM for achieving Business Excellence.

1997
BHEL one of the 9 PSE’s declared “Navratna” by Govt. of India.

1997 
National Productivity Award for HEEP by the President of India.

1998
Certificate of Merit by National Productivity Council for Outstanding performance for 2nd consecutive year.

1998        Accreditation of U stamp.

1999
Accreditation of R Stamp from National Board of Boiler and Pressure Vessel     Inspector, USA.

 1999        AD-Merkblatt HPO Recertification by RWTUV for Gas Turbine Combustion

                 Chambers

 1999        INSAAN Award for Excellence in Suggestion for 9th consecutive year 

 1999        Launching of  5s  concept 

 1999        PCRI recognized as Environmental Lab by Haryana State Board for Prevention

                 and Control of Pollution 

 1999 
      Accreditation of ISO 14001-Enviornment management system

 2000       CII Site Visit for CII-EXIM Business Excellence Award-2000

 2001       Top Management TQM Workshop at Rishikesh and HRDC 

 2001       INSAAN Award for excellence in Suggestion for 11th consecutive year

 2001       Launching of QTM & RCA at HEEP HARDWAR by CMD

 2002       Launching of delivery Index, Turnover Index and Manufacturing Index

 2002       Accreditation of ISO 9000-2k

 2002       JBE Workshop of Apex TQM Group at Tehri to evolve Business policy 

2003
Commendation for Strong Commitment to Excel in CII-EXIM
            Bank Award. 

2004        Commendation for Significant Achievement in CIIEXIM Bank Award.

2006
BHEL – A Star PSU – BHEL has been awarded the Business Standard Star Public Sector Company Award – 2006.

2008
BHEL has been conferred the Engineering Export Promotion  Council (EEPC) Top Export Award for the Seventeenth Year in succession, for outstanding export performance.

2008
BHEL wins ICWAI National Awards for Excellence in Cost Management 2007 for the third consecutive year.

2008
BHEL power generating sets achieved record generation in FY 2007-08, power stations equipped with BHEL equipment win maximum Productivity Awards.
AWARDS AND ACHIEVEMENTS –BHEL

1. 20 out of 26 thermal power stations which received “Meritorious Rewards for the 1996-97” instituted by Ministry of Power, are equipped with BHEL sets.

2. Success in achieving the over all goals set out in MOU signed with Govt. of India for 1998-99 and the performance qualified the company for placement in ‘excellent’ category for 10th year in succession.

3. Best organization award for excellence in “Value Engineering” (1991) by society of Indian Value Management.

4. Also has been honored a number of times with National Safety Awards for the largest accident free period.

5. “SCOPE” award for excellence and outstanding contribution to the PSEs’ management in 1996-97.

6. British Safety Council Award to the electronic division , Bangalore.

7. EEPCs’ “Top Exporter Award” –1998-99 amongst public and private sector companies in India for 11th year in succession.

8. “Best Contractors’ Camp Award” at Hubara in Oman for Health, safety and environmental standards set by Shell.

9. BHEL, HARDWAR has won productivity awards at National level, instituted by National Productivity Council in the field of power generation, transmission & distribution   and equipment manufacturing.

10. A large number of BHEL employees have been honored with the coveted Prime Minister’s “SHRAM VIR”, “SHRAM SHREE”, “SHRAM DEVI”, and “VISHWAKARMA” National Awards.

11. Best material handling award by National Material Handling Council, Jamshedpur.

12. INSSAN Award for excellence in suggestion scheme (1991) by Indian Suggestion Scheme Association.

CURRENT INFORMATIONS OF BHEL

During 2006-07
25-Jul-2007
BHEL to set up eco-friendly Co-generation power plant at IOC’s                              Gujarat Refinery; Wins Rs.4,310 Million EPC contract against International Competitive Bidding 

19-Jul-2007
BHEL set to become sole supplier in the world for high-rating Disc Insulators for 800 kV Ultra High Voltage Direct Current Transmission Lines

9-Jul-2007
BHEL’s Participative Culture Pays Rich Dividends; Employees’ Improvement Projects Rewards Scheme Leads to Savings of Rs.1,770 Million in 2006-07
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3-Jul-2007
BHEL bags ICWAI National Award for Excellence in Cost Management 2006


29-Jun-2007
Union Minister for Heavy Industries and Public Enterprises reviews power projects under execution by BHEL in Maharashtra; Move aimed at expediting commissioning in view of critical power situation in the state
     

25-Jun-2007
BHEL once again outbids Chinese company; Wins Rs.1,060 Million contract for Turbo Blower Package from RINL         

[image: image2.png]



18-Jun-2007
BHEL bags Rs.1,390 Million order for supply of Transformers
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13-Jun-2007
BHEL - A STAR PSU       
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12-Jun-2007
BHEL WORKS 24x7 TO MEET NATION’S POWER AGENDA
         

2-Jun-2007
BHEL’s globalization thrust gets recognition; EEPC's Top Export Award conferred on BHEL for the 17th consecutive year
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30-May-2007
BHEL EXCELS ON ALL COUNTS; BHEL's Turnover surges 29%; Net jumps 44% to Rs.24,150 Million in 2006-07 

21-May-2007
BHEL's power generating sets achieve all-time high PLF & generation; substantially boost country's power generation in fiscal 2006-07         
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14-May-2007
BHEL to invest Rs.32,000 Million on Expansion drive to meet the country’s Power forecast in the Eleventh Plan

10-May-2007
BHEL sets sights on becoming a US$10 Billion company by 2012; Unveils Strategic Roadmap to further accelerate growth momentum         
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30-Apr-2007
BHEL identifies overseas business as major growth plank; Targets Seven-fold increase in overseas business by 2012         
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27-Apr-2007
BHEL employees win maximum number of Prime Minister's Shram awards
         

16-Apr-2007
BHEL Doubles R&D spend, Trebles Turnover from Products developed in-house to Rs.25,100 Million in just two years 
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29-Mar-2007
BHEL establishes fourth World-class Centre of Excellence; Aimed at Consolidating Strengths in Crucial Technology Areas 
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22-Mar-2007
Power Stations equipped with BHEL Equipment set new benchmarks; Win Maximum Meritorious Productivity Awards
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15-Mar-2007
BHEL establishes state-of-the-art Instrument Calibration Centre for enhancing precision and accuracy of testing of thermal sets          
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8-Mar-2007
BHEL awarded ‘MoU Award for Excellence in Performance’ by the Prime Minister         
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27-Feb-2007
BHEL pays all-time high 125% interim dividend for fiscal 2006-07
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26-Feb-2007
BHEL outbids European MNCs and Indian majors; Bags World Bank-funded 400 kV Turnkey Substation contract in Maharashtra HYPERLINK "javascript:pop(190)"          
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23-Feb-2007
BHEL Commissions 250 MW Thermal Unit in Maharashtra; Six Million units of Power to be added to the State Grid – Takes BHEL sets tally in Maharashtra to 88% of installed thermal capacity 
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10-Mar-2007
First BHEL-built 500 MW set marks two decades of Establishment of Technology for 500 MW sets in India HYPERLINK "javascript:pop(188)"          
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8-Feb-2007
BHEL demonstrates its International Competitiveness; Secures Order for 520 MW Hydro Electric Project in Himachal Pradesh          
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6-Feb-2007
Equipment performance pays rich dividends;BHEL wins Mega Contract for equipment to generate 1500 MW of power in Maharashtra
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1-Feb-2007
BHEL once again outbids Chinese; Wins turnkey order for Asian Development Bank-funded Project in Bangladesh 
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30-Jan-2007
BHEL’s power generating sets achieve record generation in first nine months of 2006-07         

24-Jan-2007
BHEL wins mega turnkey contract for 2x500 MW Mejia TPS
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8-Jan-2007
BHEL bags Rs.3,800 Million Renovation & Modernisation contract from PSEB
         

21-Dec-2006
BHEL to set up eco-friendly Co-generation power plant at Haldia Refinery
         

7-Dec-2006
BHEL commissions 600 MW Western Mountain Gas Turbine Power Project in Libya, on turnkey basis         
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4-Dec-2006
CMD, BHEL Honoured HYPERLINK "javascript:pop(176)"          
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27-Nov-2006
BHEL writes another success story; Gets third consecutive Captive Power Plant order from Hindustan Zinc         
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16-Nov-2006
BHEL becomes the first PSU to win the CII-Exim Business Excellence Prize 

24-Oct-2006
BHEL showcases technological strengths at 'Powergen India & Central Asia 2006'
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23-Oct-2006
BHEL pays all-time high 145% dividend for fiscal 2005-06

12-Oct-2006
BHEL wins Rs.9,500 Million highest-value captive power plant order

5-Oct-2006
BHEL achieves significant breakthrough with first commercial order for indigenously developed first-of-its-kind in the world Controlled Shunt Reactor

[image: image26.png]



20-Sep-2006
BHEL wins Rs.12,240 Million contract for 2x250 MW Harduaganj TPS

18-Sep-2006
BHEL & its employees win two National Safety & three Vishwakarma National Awards
5-Sep-2006
BHEL enters the ‘Limca book of Records 2006’

31-Aug-2006
Three Manufacturing Plants and Two Power Sector Divisions bag the CII-Exim commendation for business excellence.
        

1-Sep-2006
Mr. C.P. Singh appointed as Director (Engineering, Research & Development), BHEL. 
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29-Aug-2006
BHEL on expansion drive to meet country’s power capacity addition plans.         
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23-Aug-2006
BHEL holds Conclave of Liaison Officers & SC/ST Welfare Associations.
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20-Sep-2006
BHEL bags Rs.12,240 Million contract for 2x250 MW Parichha TPS.

10-Aug-2006
BHEL bags EEPC's Top Export Award for the 16th consecutive year
         

11-Aug-2006
CMD, BHEL honored with Distinguished Fellow Award - 2006.
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3-Jul-2006
BHEL wins Rs.8,420 Million contracts for two Power Projects in Rajasthan.
         

10-Jul-2006
BHEL proves international competitiveness; wins contract for 250 MW Thermal Power Plant from Tata Power Company         
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20-Jul-2006
BHEL once again wins contract in Ethiopia, beating Chinese companies
         

1-Aug-2006
BHEL to set up 490 MW Power Plant for NTPC at Dadri
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27-Jul-2006
BHEL commissions 500 MW thermal set at Vindhyachal STPS 
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29-Jun-2006
BHEL bags contracts for two Projects in Afghanistan.
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26-Jun-2006
BHEL once again beats Chinese; Wins contract for ADB-funded Project in Bangladesh.         
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22-Jun-2006
BHEL bags contracts for two Hydro Power Projects from APGenco.
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12-Jun-2006
BHEL bags major order for 110.6 MW Captive Power Plant.
         

5-Jun-2006
BHEL bags order for Lift Irrigation Scheme in Andhra Pradesh.
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18-May-2006
BHEL achieves Rs.11,510 Million turnover through products developed in-house.
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9-May-2006
BHEL secures single-largest export order for transformers from Egypt.

5-May-2006
BHEL's power generating sets achieve all-time generation; boost country's power supply in fiscal 2005-06.
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10-Apr-2006
BHEL wins Rs.12,000 Million order for Lignite Based Power Project.
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20-Feb-2006
BHEL commissions India’s largest Solar-Diesel Hybrid Power Plant in Lakshadweep.
         

14-Feb-2006
BHEL secures USD 457 million turnkey contract for 500 MW Power Plant in Sudan. 
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9-Feb-2006
BHEL to set up 90 MW Captive Power Plant in West Bengal.
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2-Feb-2006
BHEL commissions 110 kWp stand alone Solar Power Plant in Sunderbans.


16-Jan-2006
BHEL machines to power Bhilwara Group’s 3rd Hydro Power Plant. 
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12-Jan-2006
BHEL bags EEPC's Top Export Award for the 15th consecutive year. 
        

2-Jan-2006
BHEL writes another success story; equipment performance pays dividends; machines to power Asia's largest CPP. 

 

SALIENT ACHIEVEMENTS

· Played pro-active role in arranging interaction of TBG professionals with UPCL in the area of Transmission business.

· Insured speedier response to customer queries.

· Securing single order of more than Rs 2 crore value after ensuring that BHEL, Bhopal make 11 kV VCBs are type tested at 95 kVp impulse test. It shall enable new supplies for hilly areas.

· Coordinated erection and commissioning of 2x40 MVA and 1x160 MVA power transformers within one month of receipt at respective sites.

· Total support to manufacturing units from order stage to cash collection and thus obviating the need for visit of unit representative.

· ROD-HARDWAR office recommended by DNV for ISO 14001 & OHSAS 18001 certification.
· Business support to various units/regions of BHEL for Non ROD products:

· Market intelligence

· Offer preparation and tender opening

· Attending pre-bid meetings

· Joint inspection

· Verification of bills

· Payment follow up

· Collection of payment

NCES

· Rs 25 lacks old outstanding from ROD_Lucknow in 2001-2002 

· Rs 9.57 lacks got released in 2002-2003

· Rs 10.42 lacks got released in 2003-04 MOU for sale of solar Lanterns in Uttaranchal signed with UREDA.

· Total support to manufacturing units from tender stage to cash collection and thus obviating the need for visit of unit representative.
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BHEL, HARDWAR

ORGANISATION

The Chief Executive (Normally Executive Director/G.M.), who reports to the Chairman and Managing Director at Corporate office, heads both the plants (HEEP & CFFP). He is supported by functional Heads (normally General Managers) for various disciplines viz., Electrical Machines, Fabrication, Turbines manufacturing, Quality, Engineering, Commercial, R & D, Human Resources & Administration, Maintenance & Services, Finance, Material Management, Central planning etc. The company is driven by clear Vision, Mission and Committed values to sustain and augment its image as a World Class Enterprise.

VISION

A world-class, innovative, competitive and profitable Engineering Enterprise providing total business solution.

MISSION

To be the leading Indian Engineering Enterprise providing quality products system and services in the field of energy, Transportation, infrastructure and other potential areas.

VALUES

· Zeal to Excel and Zest for Change.

· Integrity and Fairness in all Matters.

· Respect for Dignity and Potential of Individual.

· Strict Adherence to Commitments.

· Ensure Speed of Response.

· Foster Learning, Creativity and Teamwork.

· Loyalty and Pride in the Company.

Corporate OHS & Environmental Policies

The Corporate OHS and Environmental policy is the principle guiding factor for BHEL HARDWAR’s Health, Safety and Environmental Management system.

Health, Safety and Environmental Management System

BHEL Corporate Management has recognized Health, Safety and Environmental issues as a major thrust area and has issued guidelines to its various units. This Health, Safety and Environmental Management systems manual has been formulated in line with corporate guidelines on OHS and Environmental Management System and OHSAS 18001:1999 & 14001:1996 standards. The HSE manual is further support by 2nd and 3rd level documents like departmental manuals, SMIs and work instructions. 

BUSINESS OBJECTIVES
GROWTH

To ensure a steady growth by enhancing the competitive edge of BHEL defence, telecommunication and electronics in existing business, new areas and international operations so as to fulfill national expectations from BHEL. 

PROFITABILITY 

To provide a reasonable and adequate return on capital employed, primarily through improvements in operational efficiency, capacity utilization, productivity and generate adequate internal resources to finance the company's growth.

CUSTOMER FOCUS

To build a high degree of customer confidence by providing increased value for his money through international standards of product quality, performance and superior services.

PEOPLE- ORIENTATION

To enable each employee to achieve his potential, improve his capabilities, perceive his role and responsibilities and participate and contribute positively to the growth and success of the company. To invest in human resources continuously and be alive to their needs.

TECHNOLOGY

Achieve technological excellence in operations by development of indigenous technologies and efficient absorption and adaptations of imported technologies to suit business need and priorities and provide the competitive advantage to the company.

IMAGE

To fulfill the expectations which stakeholders like government as owner, employees, customers and the country at large have from BHEL. 

BHEL, HARDWAR COMPLEX

A) Location

BHEL, HARDWAR Complex is situated in the foot hills of Shivalik Range in HARDWAR district of Uttaranchal State.

Address: Bharat Heavy Electrical Limited, Ranipur, HARDWAR.

B) Area

BHEL, HARDWAR Complex consists of two manufacturing units, namely Heavy Electrical Equipment Plant (HEEP) & Central Foundry Forge Plant (CFFP). The approximate total area of these plants is as follows:

HEEP: 0.845 Sq Km. (approx)

CFFP: 1.0 Sq Km. (approx) 

HEAVY ELECTRICAL EQUIPMENT PLANT, HARDWAR
Heavy Electrical Equipment Plant, HARDWAR of this Multi-unit corporation with its 7467 strong highly skilled technicians, engineers, specialists and professional experts is the symbol of Indo Soviet and Indo German Collaboration. It is one of the four major manufacturing units of the BHEL. With turnover of 1088 crores and PBT of Rs.68 crores, HEEP added 3000 MW of power to the National grid during 2001-02. HEEP is engaged in the manufacture of Thermal and Nuclear Sets up to 1000MW, Hydro Sets up to HT Runner dia 6300mm, associated Apparatus Control gears, AC& DC Electrical machines and large size Gas Turbine of 60-200 MW. HEEP HARDWAR contributes about 44% of India’s total installed capacity for power generation with total capacity of Thermal, Nuclear & Hydro Sets of over 45000MW currently working at a Plant Load Factor of 76% and Operational Availability of 86%. Inspite of acute recession in economy, BHEL HARDWAR bagged recent orders worth 1500 Crores including repeat orders for Suratgarh-5, Kota-6, Raichur-7, Rihand-3&4 and Ramagundam-7 Unit. Additionally, Mejia-4, Panipat-7&8, Maithon and Bhatinda are in pipeline.   

HISTORICAL PROFILE    
The construction of Heavy Electrical Equipment Plant commenced in Oct.1963 after indo-soviet technical co-operation agreement in Sept.1959. The first product to roll out from the plant was an electric motor in January 1967.This was followed by first 100 MW Steam Turbine in Dec.1969and first 100MW Turbo Generator in August 1971.The plant’s “break even” was achieved in March 1974. BHEL went in for technical collaboration with M/s Siemens, Germany to undertake design and manufacture to large size thermal sets up to a unit rating of 1000 MW in the year 1976.First 200 MWTG set was commissioned at Obra in 1977.The continuum of technological advancement subsequently saw the commissioning of 500 MW TG Set in 1984 .The technical cooperation of Gas Turbine manufacture was also signed with M/s Siemens Germany. First 150 MW ISO rating gas Turbine was exported to Germany in Feb”1995”.Our 250 MW thermal set up at Dahanu Plant of BSES made a history by continuous  operation for over 150 days and notching up a record plant load factor greater than 100%.

CORPORATE CITIZEN

HEEP HARDWARs Strategic plans and its policy & strategy are commensurate  with BHEL Corporate / strategic Plan . As first PSU to adopt Corporate Planning as a process . Board meetings for long –range development , BHEL has always guided other PSU’s in their Corporate planning  process .Board meeting , monthly Management Committee meetings, Annual Revenue Budget exercise , Mid term reviews , Apex TQ council reviews, Personnel Heads Meet, Quality Heads Meet , Technology Meets , Product committees meetings, Inter-Unit Quality Circle Meets etc. are the some of crore strengths of BHEL Corporation’s vast network.

KEY COMPETITORS

Power Sector Giant of the World viz. Siemens Germany, ABB, General electric of USA etc. are the major competitors of HEEP. All these are the MNC’s and enjoy huge financial and R&D backup.

KEY CUSTOMERS AND SUPPLIERS  

The Power supplier of the country National Thermal Power Corporation, NHPC, NPC, and other IPPs and various State electricity Boards, are the key external customers of HEEP HARDWAR. HEEP has a long standing-relationship with its customers. Power Sector-Regions, Power Sector Technical Services and other sister unit of BHEL are the Essential Internal customers. Manufactures of Casting and Forging, ETS, Steels including alloy steels, component of the product non-ferrous and insulating materials, equipment etc. are its suppliers. Some of the key suppliers are Collaborators M/s Siemens Germany, sister unit CFFP, SAIL, near by Ancillaries developed by BHEL etc. To further strengthen the relations, one to one long-term cooperation meetings are being held by BHEL with its 200 major suppliers on regular basis. 

CRITICAL SUCCESS FACTORS

· Increase Orders of Spares/Services to 230 Cr.

· Decrease Capital employed by Rs. 120 Cr.

· Saving in Material Cost by 16 Cr. i.e. 5%- Rs. 4 Cr.

· Decrease in indirect material +miscellaneous expenses by 5%- Rs. 4 Cr.

· Effective implementation of QTM/RCA/CTQ

· Strengthening Internal customer concept

· Development of an Incentive Scheme 

· Reward Scheme including EXCEL Awards

· Effective implementation of PMS

· Effective Contract Management

· Technology Upgradation

‘Excellence triangle’ for each Critical Success Factor is now being drawn comprising improvement projects. These projects will be Centrally registered under On-line Central Registration system to be developed for it. While CSF Champion will take the total stock of position in the improvement projects undertaken in his respective CSF, progress of individual projects will be reviewed by Area TQ Council (ATQC) and Functional TQ Council (FTQC).

One of the major strengths of HEEP HARDWAR is its free, open and consistent work culture for making continuous improvement evident from the participation of employees in Suggestions and Quality Circles. To recognize their efforts various productivity drives and competition are organized through out the year and Executive director awards the winners in the special Award Distribution Functions. National Award for Excellence in Suggestion Scheme for 11th consecutive year by INSSAN, National Award for excellence in Energy Conservation as an”Energy Efficient unit” by CII, CMD’s Rolling Trophy for 3rd consecutive year,’Well known Forge Shop “ by Central Boiler Board etc. are some Vir Award 2001” and 12 employees honoured with “Vishwakarma Rashtriya Puraskar”during 2001-02.

The journey to excellence is unending .It is a continuous search with commitment and belongings. Sky indeed is not the limit for perfection. The transition has strongly experienced a silent internalization with a blend of commitment of the existing human resource for creating benchmarks for excellence. The emergence of role models and clear-cut driving force at the top provide an anvil to unleash the potential, which remain unexplored in search of “Attitude to perform”. The surge has started and is being communicated down the. BHEL today through TQM is on March towards excellence. 

PRODUCT PROFILE
HEEP (Heavy Electrical Equipment Plant) 

	S.No.
	       Products
	     Installed capacity

	1
	      Thermal sets
	       3000 MW

	2
	      Hydro sets
	         625 MW

	3
	      Electric machines
	         450 MW

	4
	      Gas Turbines
	            @

	5
	      Super rapid guns
	        3 Nos.


@     Capacity installed for manufacturing of gas turbines components like rotor equivalent to 600 MW   

            Gas Turbines. Balance components for Gas turbines from existing thermal sets facilities. 

CFFP (CENTRAL FOUNDRY FORGE PLANTS)

	S.No.
	       Products
	        Installed capacity

	1
	         Casting
	       6000 MT

	2
	         Forging(Heavy/medium) 
	       2410 MT/ 3000 MT

	3
	         Billets & Blooms
	      4000 MT

	4
	         CI Casting 7180 MT
	        800 MT

	5
	         Non Ferrous Casting
	        250 MT


BHEL, HARDWAR complex has the distinction of having Pollution Control Research Institute (PCRI) set up under United Nation Development Programme. PCRI is equipped with most modern monitoring and analytical facilities with respect to air, water, noise, and solid waste. It is recognized by central pollution control board, ministry of environment & Forests, Government of India as an Environmental laboratory under the Environment protection act 1986. On need basis PCRI extends support to all BHEL units as consultants on environmental issues.

FINANCE FUNCTIONS IN HEEP HARDWAR

FUNCTIONS OF SALES SECTION

· Rasing Invoice On Customers For Despatches.

· Reconcilition Of Balances Eith Customer From Time To Time.

· Accounting Of Sales And Submission Of Returns Of Sales Tax, Excise Duty.

· Claiming Of Various Incentive: Cash Incentive, Duty Drawback

· Reconcilition Of Cash Collections Relating To Sales.

· Preparation Of Various Mirs Relating To Sales/Debtors/Cash Collection.

FUNCTIONS OF STORE BILL AND FOREIGN PAYMENT SECTION 
· Payment Of Suppliers Bills For Indegenous And Imported Supplies For Material & Assets.

· Pricing Of Store Receipts Vouchers For Material And Assets.

· Opening Of Letter Of Credit And Arrnaging Payments To Foreign Suppliers Under Foreign Credit/Deffered Payment Agreement.

· Accounting For Purchaseing.

· Processing/Settelment Of Insurance Claims.

· Maintenance Of Accounts Of Suppliers.

· Accounting Of Material Issued To Subcontrators.

FUNCTIONS OF WORKS SECTION

· Payment Of Contractors Bills Including Bills For Advances.

· Maintenance Of Account Of Contractors With Regard To Security Deposits, Earnest Money, Progressive Payments Etc.

· All Accounting Work Relating To Capital Expenditure In Progres On Erection Of Plant And Machinery And Buildings.

· All Other Miscellaneous Works Relating To Hiring Of Various Facilities. 

· Payment And Accounting Of All Expenditure Related With Revenue Particularly With Regard To Expenditure Incurred On Repair And Maintenance Of Plant And Machinery, Building, Roads Etc.

FUNCTIONS OF COST SECTION

· Statement of product wise profitability

· Cost sheet of completed works orders.

· Weekly and monthly turnover reports.

· Utilisation reports relating ot labour and machine.

· Monthly rejection reports.

· Report relating to inventory.

· Estimation guidelines.

· Valuation of inventory

· Apperisal of caital investment proposals.

· Financial concurrence to price proposals.

· Vetting of productivity proposals.

FUNCTIONS OF PAYROLL SECTION

Prepration Of Monthly Wage Bills,Pp,Ex Gratia Payment. 

All Account Work Relating To Personnel Payments.

Dealing With Statutory Authorities Such As Pf, Esi (Employee State Insurance).

FUNCTIONS OF CASH SECTION
· Accounting Of All Receipts Coming In The Form Of Cash And Bank For The Companyas Awholr. 

· Payment To Suppliers, Contractors And Employees.

· Coordination With Corporate Office With Regards To Maintenance Of Centalised Cash Credit System. 

· Liaison With Bank For Drawl Of Cash Etc.

FUNCTIONS OF BOOKS & BUDGET SECTION 

· Prepration Of Operating Budget For Company As Awhole.

· Coordination With Various Functions Of Organization With Regards To Generation AndSubmission Of Important Mirs To Corporate Office.

· Prepration Of Annual Accounts Of The Company.

· Coordination With Company Auditors Eith Regard To Company Accounts.

· Accounting Of Fixed Assets And Maintenance Of Assets Ledger.

· Prepration Of Budget.

· Issue Of Various Mirs Like Monthly Operating Results, Cash Forecast Etc.

LINKAGE OF FINANCE DEPARTMENT WITH OTHER DEPARTMENTS 

INTEGRATION MODEL
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SIGNIFICANT ACCOUNTING POLICIES

1. The Financial statement have been prepared as of a going concern on historical cost convention and generally on accrual method of accounting in accordance with the generally accepted accounting principles and the provisions of the Companies Act, 1956 as adopted consistently by the company.

2. Fixed Assets
Fixed assets (other than land acquired free from State Government) are carried at the cost of acquisition or construction or book value less accumulated depreciation.

Cost includes value of internal transfers for capital works, taken at actual/estimated factory cost or market price, whichever is lower. Effect of extraordinary events such as devaluation/revaluation in respect of long term liabilities/loans utilized for acquisition of fixed assets is added to/reduced from the cost.

Land acquired free of cost from the State Government is valued at Re.1/- expect for that acquired after 16th July 1969, in which case the same is valued at the acquisition price of the State Government concerned, by corresponding credit to capital reserves.

Interest costs incurred on the funds borrowed specifically for projects and identified therewith are capitalized up to the time of commissioning of the relevant projects.

3. Investments

· Long-term investment, are carried at cost. Permanent decline in the value of such investment, is recognized and provided for.

· Current investments, are carried at lower of cost and quoted/fair value. Unquoted current investment are carried at cost.

· The cost of such investment includes acquisition charges such as brokerage, fees and duties.

· Any reduction in the carrying amount and any reversals of such reduction are charged or credited to the Profit & Loss Account.

4. Revenue Recognition

· Sales are recorded based on significant risks and rewards of ownership being transferred in favour of the customer. Sales includes goods dispatched to customers by partial shipment which are billed or unbilled pending formal billing.

· Recognition of sales revenue in respect of long production cycle items (Hydro and Thermal sets including gas based power plants, boilers, boilers auxiliaries, compressors and industrial turbo sets) is made on technical estimates. When the aggregate value of shipments represents 30% or more of the realisable value or in its absence, quoted price. Otherwise, they are considered at actual/estimated factory cost or 97.5% of the realisable value, whichever is lower. The balance 2.5% is recognized as revenue on completion of suppliers under the contract.

· Income from erection and projects management services is recognized on work done and billed based on :Percentage of completion; or

· The intrinsic value, reckoned at 97.5% of contract value, the balance of 2.5% is recognized as income when the contract is completed.

· Income from engineering services rendered is recognized at realizable value based on the certified percentage of work completed and billed.

· Income from supply/erection of non-BHEL equipment/systems, and civil works is recognized based on dispatches to customer/work done at project site.

5. Accounting for Finance Lease Transactions
In respect of assets manufactured and given on finance lease, the normal sale price/fair value/contracted price is accounted for as cost of ‘Fixed Assets on Lease’ with corresponding credited to Profit & Loss Account treating it as turnover. 
Lease rentals are recognized 0n accrual. Finance income which is part of lease rentals is recognized by applying implicit interest rate on the value of net investment in lease. Against lease rentals, matching annual charge representing recovery of net investment over the primary lease is made by the operation of Lease Equalization Account, net of depreciation. Depreciation on same is charged at the rate applicable to similar type of fixed assets as per accounting policy no.8.Depreciation as also Lease Equalization Account are taken to Profit & Loss Account with corresponding adjustment in the net book value of lease assets.

6. Inventory valuation

· Inventory expect as indicated here under, are valued at lower of actual/estimated cost or realizable value; in respect of valuation of finished goods in plant and work-in-process, cost mean factory cost; actual/estimated factory cost includes excise duty payable on manufactured goods.

· Finished goods in plant and work in progress involving Hydro and Thermal sets including gas based power plants, boilers, boilers auxiliaries, compressors and industrial turbo sets are valued at actual/estimated factory cost or at 97.5% of the realizable value, whichever is lower.

· Raw material, components, stores and spares are valued at weighted average cost.

· Loose tools costing Rs.10,000 or less and those whose book value at the beginning of the year is Rs.10,000 or less are charged off to revenue. Loose tools whose original value is more than Rs.10,000 are valued at the year end by reducing annually at a flat rate of 20% irrespective of the date of acquisition.

· Where current estimates of cost and selling price of an individually identified projects forming part of a contract indicates loss, the anticipated loss in respect of such project on which the work had commenced, is recognized. In arriving at this loss, total income from the project including incentives on exports/deemed exports is taken into consideration.

· The components and other materials purchased/manufactured against production orders but declared surplus are charged off to revenue retaining residual value based on technical estimates.

7. Terminal Benefits

· Provident Fund and Employees’ Family Pension Scheme contributions are accounted for on accrual basis. Liability for gratuity, half pay leave, leave encashable at the time of retirement are accounted for in accordance with actuarial valuation. The actuarial liability is determined with reference to employees at the beginning of each calendar year.

· Post retirement medical benefits are accounted for on the basis of eligible claims.

8. Depreciation 
(i) Depreciation on fixed assets (other than those used abroad under contract) is charged on straight line method as per the rates prescribed in schedule XIV of the Companies Act, 1956, expect where depreciation is charged at rates shown hereunder:   
   





single shift
double shift
triple shift 

General Plant & Machinery


8%

12

16%
Automatic/semi-automatic machines

10%

15%

20% 
Erection Equipment,

Tools & Tackles




20%

Township Buildings

-second class




2.5%

-third class





3.5%

Railway sidings                     


8%

Locomotive & Wagons           


8%

Electrical Installations            


8%

Office & Other Equipments      


8%


In respect of additions to/deductions from the fixed assets, depreciation is charged on pro-rate monthly basis.

(ii) Fixed assets used outside India pursuant to long term contract are depreciated over   the duration of the initial contract.

(iii) Fixed assets costing Rs.10,000/- or less and those whose written down value as at the beginning of the year is Rs.10,000/- or less, are depreciated fully. In so far as Township building are concerned, the cost per tenement is the basis for the limit of Rs.10,000/-.

(iv) At erection/projects sites: The cost of roads, bridges and culvers is fully amortized over the tenure of the contract, while sheds, Railway sidings electrical installation and other similar enabling works (other than purely temporary erections, wooden structures) are so depreciated after retaining 10% as residual value.

(v) Purely Temporary Erection such as wooden structures are fully depreciated in the year of construction.

(vi) Leasehold land and buildings are amortized over the period of lease. Buildings constructed on land taken on lease are depreciated over their useful life or the lease period, whichever is earlier.

(vii) Where the carrying cost on any fixed assets has undergone a change in accordance with the policy for Foreign Currency Transactions, the depreciation on the unamortized depreciation assets is spread over the residual useful life of the assets.

9. Research and development Expenditure

Research and development expenditure is charged to profit and loss account in the year of incurrence. Fixed assets acquired for purposes of research and development are capitalized.

10. Claims by/against the company
(i) Claims for liquidated damages by/against the company are recognized in accounts on acceptance.

(ii) Claims for export subsidy, duty draw back, refund of customs duty and insurance are taken into account on accrual.

(iii) Amounts due in respect of price escalation claims and/or variations in contract work are recognized as revenue only when there are conditions in the contracts for such claims or variation and/or evidence of the acceptability of the same from customers. However, escalation is restricted to intrinsic value.

11. Accounting for Foreign currency Transaction

Exchange differences arising out of Foreign Currency Transaction are recognized as income or as expense in the period in which they arise.

Adjustment of exchange differences to the carrying amount of fixed assets are made as under:

· For any increase/decrease in the liabilities related to fixed assets acquired in the foreign currency due to translation;

· On repayment of liabilities incurred for the purpose of acquiring fixed assets.The effect of past extraordinary and permanent fluctuation in the exchange rate including on devaluation/revaluation other than those related to fixed assets, are treated as deferred revenue charge and adjusted over the residual period of such liabilities.
12.Translation of Financial statement of Foreign Branches
· Items of income expenditure are translated at average rate expect depreciation, which is converted at the rates adopted for the corresponding fixed assets.

· Current assets and current liabilities are translated at the closing rate, while fixed assets are translated at the rates in force when the transactions take place.
· All translation variances at the end of the year are taken to Profit & Loss Account expect in case of gain on current assets and liabilities in a country from which remittances of profit/funds is not possible or in case of gain on long term liabilities, the gain is treated as a reserve and subsequent loss is adjusted there against.
13.  Provision for Warranties
(i) Provision for contractual obligation in respect of contract under warranty at the year end is considered at 2.5% of the value of contract. In the case of contract for supply of more than a single product, 2.5% of the value of each completed product is provided.

(ii) Warranty claims/expenses on rectification work are accounted for against natural heads in the year of actual incurrence.

14. Government Grants
Government Grants are accounted when there is reasonable certainty of their realization.
Grants related  to fixed depreciable assets are adjusted against the gross cost of the relevant assets while those related to non-depreciable assets are credited to capital reserves. Grants related to revenue, unless received as compensation for expenses/losses, are recognized as revenue over the period to which these are related on the principle of matching costs to revenue.

Grants in the form of non-monetary assets are accounted for at the acquisition cost, or at nominal value if received free.
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OBJECTIVE OF THE STUDY
The project work is done to fulfill the requirement of our M.B.A degree course. It is an integral part of the curriculum of this program. 

The main objective of this project is to have deeper insight in to the financial position of the company and make analysis of items of the Balance sheet and profit & loss a/c. This will help to know about the past and present trend as well as predict about the future. It will help to make inter firm comparison and act according to this. What strategy a company has to make and in what filed more expenditure is to be made can be analyzed with the help of the project. 

In addition to the knowledge, this project report provides the financial position of the unit for the current financial years for various areas. It is also tells about the various policies and accounting adopted by the firm.

After recession with my locality member. I choose the project of Working capital management. I discussed the project with my instructor and coordinator Mr. INDRA KR. ARORA(Dy Manager -F/FP) at H.E.E.P., BHEL, HARDWAR.

He approved the project. After that, a simple course of action has been followed for working on this project. Entire information and data were gathered from the respective annual report of BHEL, HARDWAR. All the figures are taken from their balance sheet, profit & loss account of the respective years and the other internal documents, which were personally shown by the members of company in our interest.

CONCEPT OF WORKING CAPITAL

Working Capital is commonly defined as the difference between current assets and current liabilities. Efficient working capital management requires that firms should operate with some amount of working capital, the exact amount varying from firm to firm and depending, among other things on the nature of industry. 

Capital required for a business can be classified in two main categories viz.

      1) Fixed capital
      2) Working capital.

Every business needs funds for two purposes-for establishment and to carry out its day-to-day operations. Long-term funds are required to create production facilities.

Through purchase of fixed assets such as plants and machinery, land, building, furniture, etc. Investments in these assets represents that part of firm’s capital which is blocked on permanent or fixed basis and is called fixed capital. Funds are also needed for short-term purpose for the purchase of raw material, payment of wages and other day-to-day expenses, etc. These funds are known working Capital.  In simple words, working capital refers to that part of the firm’s capital, which is required for financing short-term or current assets such as cash, marketable securities, debtors and inventories. Funds thus invested in current assets keep revolving fast and are being constantly converted into cash and this cash flows out again in exchange for other current assets. Hence, it is also known as revolving or circulating capital or short-term capital.

CLASSIFICATION OF WORKING CAPITAL
Working Capital may be classified on two basis: -

a) On the basis of Concept: -

    On the basis of concept, working capital can be classified as,

· Gross Working Capital
· Net Working Capital

b) On the basis of Time: -

On the basis of time, working capital can be classified as,      

· Permanent or Fixed Working Capital

· Temporary or Variable Working Capital

Gross Working Capital
The Gross Working Capital is the Capital invested in the total current assets of the enterprises. Current assets are those assets, which can be converted into cash within a short period, normally an accounting year.

Gross Working Capital = Total Current Assets

Net Working Capital
The term Net Working Capital refers to the excess of current assets over current liabilities, or say,

Net Working Capital = Current Assets – Current Liabilities

Net Working Capital can be positive or negative. When the current assets exceeds the current liabilities the working capital is positive and the negative working capital results when the current liabilities are more than the current assets. Current liabilities are those liabilities, which are intended to be paid in the ordinary course of business within a short period of normally one accounting year out of the current assets of the income of the business. The gross working capital concept is financial or going concern concept whereas net working capital is an accounting concept of working capital. Both the concepts have their own merits.

The gross concept is sometime preferred to the concept of working capital for the following reasons: - 

· It enables the enterprise to provide correct amount of working capital at correct time.

· Every management is more interested in total current assets with which it has to operate then the sources from where it is made available.

· It takes into consideration of the fact every increase in the funds of the enterprise would increase its working capital.

· The concept is also useful in determining the rate of return on investments in working capital.

· The net working capital concept, however, is also important for the following reasons:-

· It is a qualitative concept, which indicates the firm’s ability to meet its operating expenses the short-term liabilities.

· It indicates the margin of protection available to short term creditors.

· It is an indicator of financial soundness of enterprise.

· It suggests the need of financing a part of working capital requirement out of the permanent sources of funds.

Permanent or Fixed Working Capital

Permanent or fixed capital is the minimum amount, which is required to ensure effective utilization of fixed facilities and for maintaining the circulation of current assets. Every firm has to maintain a minimum level of current assets is called permanent or fixed working capital as this part of working capital is permanently blocked in current assets. As the business, grow the requirement of working capital also increases due to increase in current assets.

Temporary or Variable Working Capital

Temporary or variable working capital is the amount of working capital, which is required to meet the seasonal demands and some special exigencies. Variable working capital can further be classified as seasonal working capital and special working capital. The capital required to meet the seasonal need of the enterprise is called the seasonal working capital. Special working capital is that part of working capital which is required to meet special exigencies such as launching of extensive marketing campaign for conducting research etc.

Temporary working capital differ from permanent working capital in the sense that it is required for short periods and cannot be permanently employed gainfully in business

NEEDS AND OBJECTIVES FOR WORKING CAPITAL

Every business needs some amount of working capital. The needs for working capital, arises due to time gap between production and realization of cash from sales. There is an operating cycle involved in sales and realization of cash. There are time gaps in purchase of raw material and production, production and sales, and realization of cash.

   Thus, working capital is needed for the following purposes: -

· For the purchase of raw material, component and spares.

· To pay wages and salaries.

· To incur day- to- day expenses and overhead costs such as fuel, power and office expenses etc.

· To meet the selling costs such as packing, advertising etc.

· To provide credit facilities to the customers.

· To maintain the inventories of raw material, work in progress, store, spares, and finished stock

.For studying the need of working capital in a business, one has to study the business under varying circumstances such as new concern, as a growing and one, which has attained maturity. A new concern requires a lot of funds to meets its initial requirement such as promotion and formation etc. These expenses are called preliminary expenses and are capitalized. The amount needed for working capital depends upon the size of the company and the ambition of its promoters. Greater the size of the business unit, generally will be the requirement of the working capital. The requirement of the working capital goes on increasing with the growth and expansion of the business until its gains maturity. At maturity, the amount of working capital required is called normal working capital.

Importance of working capital

1. Time devoted to working capital management
The largest portion of financial manager's time is devoted to day to day internal operation the firm. This may be appropriately sum up under the heading "WORKING CAPITAL MANAGEMENT".

2. Investment in current assets
Current assets represent more than half of the total assets of a business firm. Because they represent largest investment and because this investment tends to relatively volatile, current assets are worthy for the financial manager's careful attention.

3. Importance for small firm

Current assets are similarly important for the financial manager's of small firm.Further small firm  are relatively limited access to the long term markets,it must necessarily rely on the trade credit and short term bank loan , both of net effect on net working capital by increased current liabilities.

FACTORS DETERMINING THE WORKING CAPITAL REQUIREMENT

1. NATURE OF BUSINESS

The requirement of working capital is very limited in public utility undertaking such as Electricity, Water Supply and Railways because they offer cash sales only and supply services not products and no funds are tied up in inventories and receivables. On the other hand, the trading and financial firm requires less investment in fixed assets but have to invest large amounts in current assets. The manufacturing undertaking requires sizable amount of working capital along with fixed investments.

2. PRODUCTION POLICY

The determination of working capital needs depends upon the production policy of the business. The demand for certain products is seasonal i.e.; such products are purchased in certain months of a year. For such industries, two types of production policy can be followed. Firstly they can produce the goods in the months of demand or secondly, they produce for the whole year. If the second alternative were followed, it would mean that until the time of demand finishes, product would have to be kept in stock. It would require additional working capital.

3. LENGTH OF PRODUCTION CYCLE

The longer the manufacturing time, the raw material and other supplies have to be carried for a longer time in the process with progressive increment of labor and service costs before the final product is obtained. Therefore, working capital is directly proportional to the length of the manufacturing process.

4.    RATE OF STOCK TURNOVER

There is an inverse co-relationship between the quantum of working capital and the velocity or speed with which the sales are effected. A firm having a higher rate of stock turnover will need lower amount of working capital as compared to a firm having a low rate of turnover.

5. CREDIT POLICY 

Credit policy affects the working capital requirements in two ways:

(a) Terms of credit allowed by customer to the firm,

(b) Terms of credit available to the firm.

A concern that purchases its requirements on credit and sells its product/services on cash requires lesser amount of working capital and vice-versa.

6. WORKING CAPITAL CYCLE 

The speed with which the working cycle completes one cycle determines the requirements of working capital. Longer the cycle larger is the requirement of working capital.
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Each component of working capital (namely inventory, receivables and payables) has two dimensions TIME and MONEY. When it comes to managing working capital - TIME IS MONEY. If you can get money to move faster around the cycle (e.g. collect monies due from debtors more quickly) or reduce the amount of money tied up (e.g. reduce inventory levels relative to sales), the business will generate more cash or it will need to borrow less money to fund working capital. As a consequence, you could reduce the cost of bank interest or you'll have additional free money available to support additional sales growth or investment. Similarly. if you can negotiate improved terms with suppliers e.g. get longer credit or an increased credit limit, you effectively create free finance to help fund future sales

7. RATE OF GROWTH AND EXPANSION OF BUSINESS

The larger size businesses require more permanent and variable working capital in comparison to small business. If a company is growing, its working capital requirements will also go on increasing. Thus, the growing concerns require more working capital as compared to the stable industries.

8. SEASONAL VARIATION

Generally, during the busy season, a firm requires larger working capital than in the slack season.

9. BUSINESS FLUCTUATION
In period of boom, when the business is prosperous, there is a need for larger amount of working capital due to rise in sales, rise in prices, optimistic expansion of business etc. On the contrary in time of depression, the business contracts, sales decline, difficulties are faced in collection from debtors and the firm may have a large amount of working capital idle.

10. EARNING CAPACITY AND DIVIND POLICY 
Some firms have more earning capacity than other due to quality of their products, monopoly conditions, etc. Such firms may generate cash profits from operations and contribute to their working capital. The dividend policy also effects the requirement of working capital. A firm maintaining a steady high rate of cash dividend irrespective of its profit needs more working capital than the firm that retain larger part of its profits and does not pay so high rate of cash dividend.

10. PRICE LEVEL CHANGES

Price level changes also affect working capital needs. If the prices of different goods increase, to maintain same level of production, more working capital is needed.

11. AVAILABILITY OF RAW MATERIAL    
Availability of raw material on the continuos basis affects the requirement of working capital. There are certain types of raw materials, which are not available regularly. In such a situation firm requires greater working capital to meet the requirements of production. Some raw materials are available in particular season only for example wool, cotton, oil seeds, etc. They have to keep greater working capital.

12. MAGNITUDE OF PROFIT 

Magnitude of profit is different for different businesses. Nature of product, control on the market and ability of managers etc. determine the quantum of profit. If the profit margin is high, it will help to arrange funds internally, which will also increase the working capital

13. OTHER FACTOR

             Operating efficiency

a) Management ability

b) Irregularities of supply

c) Import policy

d) Asset structure

e) Importance of labor

Calculate current assets to fixed asset ratio

A firm needs current and fixed assets to support a particular level of output.  However, to support the same level of output the firm can have different levels of current assets. As the firm’s output and sales increases, the need for current asset increases. Generally the current assets do not increase in direct proportion to output; current assets may increase at a decreasing rate with input. This relationship is based upon the notion that it takes a greater  proportional investment in current assets  when only a few  units of output are  produced than it does later  on when the  firm can use  its current assets more efficiently.

The level of the current assets can be measured by relating current assets to fixed assets.

There are three policies:-

1) conservative current assets policy:

             CA/FA is higher. It implies greater liquidity and lower risk.

2) aggressive current assets policy:

            CA/FA is lower. It implies higher risk and poor liquidity.

3) moderate current assets policy:


CA/FA ratio falls in the middle of conservative and aggressive policies.

In case of BHEL, HARDWAR, the ratio of current asset to fixed asset is

	CURRENT ASSETS/FIXED ASSETS RATIO

	
	2006-07
	2007-08
	2008-09

	CURRENT ASSETS
	21062.97
	27906.18
	36901.07

	FIXED ASSETS                       
	1299.57
	1647.58
	2679.71

	CA/FA
	16.20
	16.93
	13.77


Estimating working capital needs

1. Liquidity vs. Profitability: Risk Return Trade Off.
The firm would make just enough investment in current assets if it were possible to estimate working capital needs exactly. Under perfect certainity,  current assets holdings would be at the minimum level. A larger investment in current assets under certainity would mean a low rate of return of investment for the firm,   as excess investment in current assets will not  earn enough return.  A small invest in current assets, on the other hand, would mean interrupted production and sales, because of frequent stock-cuts and inability to pay to creditors in time due to restrictive policy.

As it is not possible to estimate working capital needs accurately, the firm must decide about levels of current assets to be carried.

2. The Cost Trade Off:
A different way of looking into the risk return trade off is in terms of the cost of maintaining a particular level of current assets. There are two types of cost involved:-

   I. Cost of liquidity

   II. cost of illiquidity

--If the firm’s level of current assets is very high, it has excessive liquidity. Its return on assets will be low, as funds tied up in idle cash and stocks earn  nothing and high level of debtors reduce profitability. Thus, the cost of liquidity increases with the level of current assets.

--the cost of illiquidity is the cost of holding insufficient current assets. The firm will not be in a position to honor its obligations if it carries to little cash. This may force the firm to borrow at high rates of interests.  This will also adversely affect the credit-worthiness of the firm and it will face difficulties in obtaining funds in the future.  All this may force the firm into insolvency. Similarly, the low levels of stock will result in loss of sales and customers may shift to competitors. Also, low level of debtors may be due to right credit policy which would impair sales further. Thus the low level of current assets involves cost that increase as this level falls.


Policies for financing current assets

The following policies for financing current assets in HEEP, HARDWAR:-

LONG TERM FINANCING:

The sources of long term financing include ordinary shares  capital, preference share capital debentures, long term borrowings from financial institutions and reserves and surplus. The HEEP HARDWAR manages its long term financing from capital reserve, share premium A/C , foreign project reserve, bonds redemption reserve  and general reserve.

SHORT TERM FINANCING: 

The short term financing is obtained for a period less than one year. It is arranged in advance from banks and other  suppliers of short term finance include  working capital funds from banks, public deposits, commercial paper, factoring of receivables etc.

The HEEP, HARDWAR manages secured loans a
1) Loans and advances from banks

2) Other loans and advances:

(i)  Debebtures/bonds

(ii)  Loans from State Govt.

(iii)  Loans from financial institutions(secured by pledge of PSU bonds and bills accepted guaranteed by banks)

3) Interest accrued and due on loans

(a)  
from State Govt.

(b)      from financial institutions bonds and other

(c)      packing credit                              

The HEEP, HARDWAR manages unsecured loans as:-

1) Public deposits

2) Short term  loans and advances:

(1) From banks

(i) Commercial papers

(2) From others

(i) From campanies

From financial institutions

3) Other loans and advances

From banks

From others
(i)  from govt. of India

(ii)  from state govt.

(iii)  from financial institutions

(iv)  from foreign financial institution

(v)  post shipment credit exim bank

(vi)  credit for assets taken on lease

4) Interest accrued and due on

(a) Post shipment credit

(b) Govt. credit

(c)  State Govt. loans


(d)  Credits for assets taken on lease

(e)   Financial institutions and others

(f)   Foreign financial institutions

(g)  Public deposits
SPONTANEOUS FINANCING
Spontaneous financing refers to the automatic sources of short term funds arising in the normal course of a business. Trade Credit and outstanding expenses are examples of spontaneous financing.

A firm is expected to utilise these sources of finances to the fullest extent. The real choice of financing current assets, once the spontaneous sources of financing have been fully utilized, is between the long term and short term sources of finances.

What should be the mix of short and long term sources in financing current assets 
Depending on the mix of  short and long term financing, the approach followed by a company may be referred to as : 

1. matching approach 

2. conservative approach 

3. aggressive approach

Matching approach

The firm can adopt a financial plan which matches the expected life of assets with the expected life of the source of funds raised to finance assets. Thus, a ten year loan may be raised to finance a plant with an expected life of ten year; stock of goods to be sold in thirty days may be financed with a thirty day commercial paper or a bank loan. The justification for the exact matching is that, since the purpose of financing is to pay for assets, the source of financing and the asset should be relinquished simultaneously. Using long term financing for short term assets is expensive as funds will not be utilized for the full period. Similarly, financing long term assets with short term financing is costly as well as inconvenient as arrangement for the new short term financing will have to be made on a continuing basis.

When the firm follows matching approach (also known as hedging approach) long term financing will be used to finance fixed assets and permanent current assets and short term financing to finance temporary or variable current assets. How ever, it should be realized that exact matching is not possible because of the uncertainty about the expected lives of assets.


The firm fixed assets and permanent current assets are financed with long term funds and as the level of these assets in increases, the long term financing level also increases. The temporary or variable current assets are financed with short term funds and as their level increases, the level of short term financing also increases. Under matching plan, no short term financing will be used if the firm has a fixed current assets need only. 


Conservative approach

A firm in practice may adopt a conservative approach in financing its current and fixed assets. The financing policy of the firm is said to be conservative when it depends more on long term funds for financing needs. Under a conservative plan, the firm finances its permanent assets and also a part of temporary current assets with long term financing. In the period when the firm has no need for temporary current assets, the idle long term funds can be invested in the tradable securities to conserve liquidity. The conservative plan relies heavily on long term financing and, therefore, the firm has less risk of facing the problem of shortage of funds. The conservative financing policy is shown below. Note that when the firm has no temporary current assets, the long term funds released can be invested in marketable securities to build up the liquidity position of the firm.


Aggressive Approach

A firm may be aggressive in financing its assets. An aggressive policy is said to be followed by the firm when it uses more short term financing than warranted by the matching plan. Under an aggressive policy, the firm finances a part of its permanent current assets with short term financing. Some extremely aggressive firms may even finance a part of their fixed assets with short term financing. The relatively more use of short term financing makes the firm more risky. The aggressive financing is illustrated in fig below.


MANAGEMENT OF WORKING CAPITAL

Management of working capital means management of all aspects of current assets and current liabilities. Basically, Working capital management is concerned with the problems that arise in attempting to manage the current assets, current liabilities and the inter relationship that exist between them.
Financial management should determine the quantum and structure of current assets. It should also see that current assets are financed from the proper sources. Management should also see that current liabilities are paid in time, while managing the working capital.

The main objective of working capital management is to manage current assets and current liabilities in a manner so that working capital can be kept in a satisfactory level. It is also taken in to account that the working capital should be neither excessive nor inadequate. The amount of current assets should be adequate to pay the current liabilities in time and adequate security margin can be maintained. Accordingly, proper balance among the different constituents of current assets is maintained so that no current has more than require amount invested in it.

Management of working capital affects profitability, risk and liquidity of the business significantly. Management should, therefore, maintain proper balance among these factors while managing working capital. If the quantum of working capital is more, it will increase liquidity, but decrease profitability and risk. If working capital relatively declines, it will decrease liquidity but cause an increase in profitability and risk. If business wants to earn more profit, it will have to bear higher risk. Risk means inability of the firm to pay current liabilities in time.

working capital management is three dimensional in nature: -

1) It concerned with the formulation. It of policies with regard to profitability, liquidity and risk.

2) It is concerned with the decisions about the composition and level of current assets.

3) It is concerned with the decisions about the composition and level of current liabilities.

                                         Policies regarding to Profitability,

                                                      Liquidity and Risk.




Composition of level of                                      Compos
composition
of level of current liabilities

                                             current assets                                              

EXISTING SYSTEM OF WORKING CAPITAL IN BHEL, HARDWAR

To maintain the optimum level of working capital in such a big organization is really a challenging task. The three basic components that determine the level of working capital in any organization are: - 

· Cash

· Debtors B/R

· Inventory.

On the basis of our research in the BHEL HARDWAR, these basic components are managed in the organisation, in the under mentioned manner. 

TABLE OF WORKING CAPITAL

(Rs. in Lacs)

	PARTICULARS
	2006-07


	2007-2008
	2008-2009

	Current Assets
	
	
	

	Debtors
	9695.82
	11974.87
	15975.50

	Inventory
	4217.69
	5736.40
	7837.02

	Cash& bank balance
	5808.91
	8386.02
	10314.67

	Other current asset
	199.70
	421.09
	350.21

	Loan and Advaces
	1140.87
	1387.80
	2423.67

	Total
	21062.97
	27906.18
	36901.07

	Current Liabilities
	
	
	

	Sundry Creditors
	3538.95
	5852.85
	4424.00

	Adv.from Customers
	7775.54
	16435.42
	11394.62

	Other liabilities
	356.23
	674.44
	462.56

	acceptance
	55.42
	59.83
	67.14

	deposit
	170.51
	233.81
	325.68

	Unclaim dividend
	0.73
	0.91
	1.31

	Int. accur but not due
	0.49
	0.72
	0.48

	Provisions
	2522.24
	4975.58
	3445.85

	Total
	11897.87
	20022.30
	28332.90

	Net Working Capital
	9165.10
	7883.88
	8568.17


Graphical presentation of  current assets of the company
Focusing on liquidity management 

Net working capital is a qualitative concept. It indicates the liquidity position of the firm and suggest the extent to which working capital needs may be financed by permanent sources of funds. Current assets should be sufficiently in excess of current liabilities to constitute a margin or buffer for maturing obligations within the ordinary operating cycle of a business. In order to protect their interests, short-term creditors always like a company to maintain current assets at a higher level than current liabilities. It is a conventional rule to maintain the level of current assets twice the level of current liabilities. However, the quality of current assets should be considered in determining the level of current assets vis-a –vis current liabilities. A weak liquidity position poses a threat to the solvency of the company and makes it unsafe and unsound. A negative working capital means a negative liquidity and may prove to be harmful for the company’s reputation. Excessive liquidity is also bad. It may be due to mismanagement of current assets. Therefore prompt and timely action should be taken by management to improve and correct imbalances in the liquidity position of the firm.

Net working capital concept also covers the question of judicious mix of long-ter and short-term funds for financing current assets. For every firm there is a minimum amount of net working capital which is permanent. Therefore a portion of the working capital should be financed with the permanent sources of funds such as equity, share capital, debentures, long-term debt, preference share capital or retained earnings. Management must decide the extent to which current assets should be financed with equity capital or borrowed capital.

Balanced working capital position

The firm should maintain a sound working capital position. It should have adequate working capital to run its business operations. Both excessive and inadequate working capital positions are dangerous from the firm’s point of view. Excessive working capital means holding costs and idle funds which earn no profits for the firm paucity of working capital not only impairs the firm’s profitability but also results in production interruptions and inefficiencies and sales disruptions.

The dangers of excessive working capital are as follows:

1. It results in unnecessary accumulation of inventories. Thus chances of inventory     mishandling, waste, theft and losses increase.

2. It is an indication of defective credit policy and slack collection period. Consequently, higher incidence of bad debts result, which adversely affects profits.

3. Excessive working capital makes management complacent which degenerates into managerial inefficiency.

4. Tendencies of accumulating inventories tend to make speculative profits grow. This may tend to make dividend policy liberal and difficult to cope with in future when the firm is unable to make speculative profits.

Inadequate working capital is also bad and has the following dangers:

1. it stagnates growth. It becomes difficult for the firm to undertake profitable projects for non-availability of working capital funds.

2.  it becomes difficult to implement operating plans and achieve the firm’s profit target.

3. operating inefficiencies creep in when it becomes difficult even to meet day to day commitments.

4. fixed are not efficiently utilized for the lack of working capital funds. Thus the firm’s profitability would deteriorate.

5. paucity of working capital funds render the firm unable to avail attractive credit opportunities etc,

6. the firm loses its reputation when it is not in a position to honor its short term obligations as a result the firm faces tight credit terms.

 An enlightened management should, therefore, maintain the right amount of working capital on the continuous basis. Only then a proper functioning of business operations will be ensured. Sound financial and statistical techniques, supported by judgement, should be used to predict the quantum of working capital needed at different time periods.

A firm’s net working capital position is not only important as an index of liquidity but it is also used as a measure of the firm’s risk in this regard means chances of the firm being unable to meet its obligations on due date. The lender considers a positive networking as a measure of safety. All other things being equal, the more the networking capital a firm has, the less likely that it will default in meeting its current financial obligations. Lenders such as commercial banks insist that the firm should maintain a minimum net working capital position.

Graphical Representaion Of Working Capital In BHEL
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If we see from the above Following are the measures: -
· Special task forces were built up from debtors and Inventory Management at senior level.

· Regular follow up at senior level.

· A close contact with the customers.  

· Proper age- wise analysis of the debtors.

· Proper classification between collectible Debtors and bad debts.

· Bad debts written off as early as possible after making all efforts for its collection.

· Product cycle minimized so that cost of the product does not become high to the agreed amount because of time factor.

· Formation of specific group in each area to identify the wastage elements and seek participation of all.

· Formulation of action plan to eliminate/minimize wastage.

· Identification of corrective actions and their implementation.
ANALYSIS OF WORKING CAPITAL

As we know working capital is the life blood and nerve center of a business. Adequate amount of working capital is very much essential for the  smooth running of business and the most important part is the efficient  management of working capital at right time. The working capital position  of the firm is analised by internal and external parties. In the external parties  creditors, banks, financial institutions, debenture holders and existing and prospective shareholders are included. The main objective of analysis of working capital is to evaluate the liquidity of the business. It helps find out whether the working capital in business is adequate or not, whether it is being used efficiently or not. 

There are various tools of working capital analysis :-

a) Ratio Analysis

b) Fund Flow Analysis

c) Working  Capital Budgeting
Ratio Analysis

A ratio is a simple arithmetical expression of one number to the another. The technique of ratio analysis can be employed for measuring short term liquidity or working capital position of a firm. The following ratios can be calculated for this purpose:- 

a) Current Ratio

b) Quick Ratio

c) Absolute Liquid Ratio

d) Inventory Turnover Ratio

e) Working Capital Turnover Ratio
Fund Flow Analysis

Fund flow analysis is a technical device designated to study the sources from which additional funds were derived and the use to which these sources were put. The funds analysis consists of :-

a) Preparing schedule of change in working capital,

b) Statement of sources and application of fund
It is an effective management tool to study the changes in financial position (working capital) of a business enterprise between beginning and ending of the financial dates. 

Working Capital Budget 
A budget is a financial and/ or quantitative expression of business plans and policies to be pursued  in the future period of time. Working capital budget as a total part of budgeting process of a business, is prepared estimating future long-term and short-term working capital needs and sources to finance them, and then comparing the budgeted figures with the actual performance for calculating the variances, if any, so that corrective actions may be taken in future. The objective of working capital budget is to ensure availability of funds as and when needed, and to ensure effective utilization of these resources. The successful implementation of working capital budget involves preparing of separate budget for each element of working capital, such as, cash, inventory, receivables etc. 


My personal experience about the company was very good during training session.

The finance manager of a company Mr. AMIT MAHAJANI introduce me to the concerned person Mr. SANDEEP GARG, who was my trainer. He helped me a lot. During my training session my training mate was also helped me in preparing my training report.  

During my Summer Training, I had found that what an effective leader could do for any firm. How an effective leader with good communication skills and excellent motivation techniques can improve the performance of the group leading to an overall development of the organization.


The coordination also plays an efficient role in the development of any organization.  Any organization is set to be successful when its entire staff coordinates together and work as one. The coordination applied during my Summer Training, students of different institutes shared their views in-group discussions.  

For being an effective leader the basic need is effective communication skills. I had seen that our training in charge had excellent communication skills with top to bottom.  The Communication also helped me in communicating the senior officials and employees of BHEL, 

I have learnt so many concepts by them and the coordination between us was really good.



· It can be clearly seen that net working capital has  come down  in 2007-08 .But in 2008-09 it is increased but it is good for the company because of its turnover is also increased.

· There is direct relation of working capital requirement with Debtors and Inventory. Above data indicates that company has taken certain strategic measures to manage its Debtor and Inventory.
· This performance is significant in the backdrop of the delay deferment of orders                                                              in BHEL`s business areas. The company achieves this due to its strong basics and             continues focus on strong strategies.             
CONCLUSION

· Company has a good credit policy

· Profit before tax is more than last year which is  favourable for the company

· After comparing the financial position of the company we find that company’s policies are favourable for the organization.

· After comparing the average collection period &debtors turnover we find that company adopt good policy related with debtors.

· Company also has sound policy with creditors. Company can credit purchase in huge quantity of material from the market on the basis of their goodwill.
There obtained some weak and strong points of the company during the analysis of the financial statements which are follows:
· As just only the analysis of the financial statement is not only mean to reach our conclusion we can substitute it for sound judgement.
· This performance is significant in the backdrop of the delay deferment of orders in BHEL`s business areas. The company achieves this due to its strong basics and continues focus on strong strategies.

· The company has also drawn up a new vision, mission and Value statements.
SUGGESTIONS
From the above finding we can say that B.H.E.L is in good financial position. Above analysis of working capital shows that company has effective & sufficient level of working capital. Company has adopted sound policies . It should improve its investment climate due to positive impulses in the power sector like the on- going reforms, thrust on accelerated power development programme, extention of accelerated generation & supply programme.

LIMITATIONS
· Time constraints less time available for training period.

· Less time available with the staff

· Scope of study is limited to Uttarakhand circle only.

· It is not possible to include data of 2009-10: As the audited financial report has not come yet (at the time of preparation of this report). 

·  It is not possible to reveal some of the financial data: owing to the policies and procedures laid down by BHEL. However the available data is analyzed with great effort to get an insight into ECONOMIC VALUE ADDED in BHEL. 
· Practical Knowledge: Due to risky task the staff could not be able to handover some of their task to the trainees.
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BHEL Corporation - An Introduction





Employees - 42096 (As on 1-4-07)


Turnover - Rs 18702 Crores (2006-07)


14 Manufacturing divisions


4 Power Sector regional centres


8 service centres and 16 regional offices


Major Units/Divisions are Certified with ISO 9001(2000), ISO 14001 and OHSAS 18001


Continuous Profits since 1971-72


Caters to Core Sectors viz., Power, Industry, Transportation, Telecommunication, Renewable Energy etc. 


Manufactures over 180 products under 30 major product groups 
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