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INTRODUCTION

I, the Chairman of the Public Accounts Committee, as autho-
rised by the Committee, do present on their behalf the Fifty-fourth
Report on Appropriation Accounts (Civil), 1966-67 and Audit
Report (Civil), 1968.

2. The Appropriation Accounts (Civil), 1966-67 and Audit Report
(Civil), 1968 were laid on the Table of the House on the 3rd April,
1968. The Committee examined the paragraphs relating to the then
Ministry of Steel, Mines & Metals (now redesignated as the Ministry
of Petroleum and Chemicals & Mines and Metals)—Department of
Mines and Metals, at their sitting held on the 5th July, 1968(FN).
The Minutes of this sitting form part of the Report (Part II)*.

3. The Committee considered and finalised the Report at their
sitting held on the 24th January, 1969.

4. A statement showing the summary of the main conclusions/
recommendations of the Committee is appended to the Report. For
facility of reference these have been printed in thick type in the
body of the Report.

5. The Committee place on record their appreciation of the
assistance rendered to them in their examination of these accounts
by the Comptroller and Auditor General of India.

6. The Committee would also like to express their thanks to the
officers of the Department of Mines and Metals for the cooperation
extended by them in giving information to the Committee during
the course of evidence.

New DeLHuI; M. R. MASANI,
March 1, 1969. Chairman,
Phalguna 10, 1890 (Saka). Public Accounts Committee.

*Not printed (One cyclostyled copy laid on the Table of the' House and
five copies placed in Parliament Library).
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MINISTRY OF PETROLEUM AND CHEMICALS & MINES AND
METALS

(DEPARTMENT OF MINES AND METALS)
Audit Report (Civil), 1968

GEOLOGICAL SURVEY OF INDIA & INDIAN BUREAU OF
MINES

Delay in the recevery of dues

Audit paragraph

The Public Accounts Committee®* expressed the hope (April,
1965) that suitable instructions would be issued by the Ministry to
the Geological Survey of India and the Indian Bureau of Mines to
secure deposits from all parties concerned before taking up work
on their behalf and that the Departments would introduce a system
to assess at regular intervals the cost of the work done and to indi-
cate the same to the parties concerned. The Committee also hoped
that the cases of outstanding recoveries would be pursued vigorous-
ly with the parties concerned. It is, however, observed that the

“amount of dues still (December, 1967) pending recovery continues
1o be very large, as detailed below:

Name of the Party Period during which service Amount due for recovery
rendered (In Lakhs of Rs.)
National Coal Develop- September 1955 to June, 164.74
ment Corporation 1964
National Mineral Dzve- March, 1956 to July, 1964 215.87
lopment Corpora-
tion
State Governments March, 1960 to January, 20,61
1967
Central Government April, 1953 to May, 1966 30.
Departments inchi- 5 y. 19 93
ding Railways
Pyrites and Chemicals May, 1957 to February, .1
Dcvel%pmcm Co. ’ 1962 5.1
(P) L.
Cement Corporation of December, 1968 to March, 3.62
India Ltd. 1967
Assam State Electricity December, 1963 to December, 1.5%
Board 1954 ——
ToTAa 432.40

*Pacis 50 and §1 of the Public Accounts Committee’s 39th Report (Third Lok Ssbha).
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1.2. The delay in the recovery of amounts from the autonomous
bodies in this manner has resulted in unauthorised financial assis-
tance to them without a vote of Parliament.

1.3. The extent to which billing of dues is in arrears is not known
as no consolidated account of dues has been maintained by these
organisations.

[Paragraph No. 59, Audit Report (Civil), 1968]

1.4. The Committee drew the attention of the representative of
the Department to the fact that the amount awaiting realisation
by the Geological Survey and Indian Bureau of Mines for services
rendered to Public Sector Organisations, other Departments, State
Governments etc. was as high as Rs. 432 crores. They recalled
that the matter had been considered by the Committee on an earlier
occasion in their 39th Report (Third Lok Sabha) and enquired what
steps had since been taken to improve the position. The witness
replied that at one time the arrears were of the order of Rs. 8 crores
but by persistent efforts these had been brought down to about
Rs. 4 crores. After the Public Accounts Committee considered the
matter last, instructions had been issued in July, 1966 for recovery
of 50 per cent of the charges in advance. The Geological Survey
“ has invariably been submitting a bill for 50 per cent and in many
cases it has been collected.” The difficulty was that the bills were
being disputed. For instance. the National Mineral Development
Corporation had pointed out that they shou!d nut be charged for
the investigations carried out by the Geological Survey in 1957—61,
before the Corporation came into existence. Some of the investi-
gations by the Geological Survey were taken up at the request of
State Governments on a priority basis in drought-affected areas for
establishing presence of groundwater. Thess  were pending
“mutual discussion and amicable settlement.” The real difficulty
was that Public Sector Organisations had been disputing the basis
of billing and complaining that the rates charged by the Geological
Survey were high. Government had recently constituted an in-
formal departmental committee to go into the question and hoped
t? evolve a satisfactory formula on the basis of its report. In the
hght of the disputes raised. a substantial portion of the pending
bills may not be admissible; on a “guess”. “the admissible amount
may be 60 per cent or 70 per cent »

........

1.5. Taking note of the fact that some of the bills were under dis-
pute. the Committee asked for information about the number of
parties for whom the work had been done since 10683, the dates on
‘Which claims were preferred. the grounds on which the bills had
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been disputed and the present position of the cases. The informa-
tion given by the Department is tabulated below:

S Partv Date of Date on Amount Date Present

No. completion which of rf position

of work bil! was RBill  dispute
preferred  (Rs.)

b 2 3 4 s 6 7

1. Nationul Minaul 12/0: 716$ iv 7y 12/67 NMD7, feel
Dev. Corporaticn lakh= chareges * are high
(ore investigation) and want to ins-

pect records.
Matter nnder
consideration.

2. Assam  Govern- 12/63 4164 1.84 9/64 Claim for the
melit “Mamiuh te lakhs perd 853 to
Limestone Investi- 6164 13 under dis-
gaton) pute 'y Assam

Govt. Matter
under correspond-
¢nce.

2. Assam State Elec- 12/64 12/6% 2.%5 12/65  (Claim nnder
tricity (Board lakhs dispute and corres-
"Fuundation diilling ponder.ce,
at Um:ru Pasin)

4. Govt.o” Maharash- RELY 4166 4,292 1984~  Service in dispute
tra  Giroundwater €7 as not chargearle.
investigation  ar Mat.cr under
Thana) correspondence.

<. vovt. of Madras 663 3/65 6,423 19545~ Matter under cor-
(Industriai water 67 respondenc:,
supply investigu-
tion).

4. Hylel Project, 9'6¢ 5165 15032 3/67 Service not charge-
Palampur. avle. Matter under

corresponderce,

7. Hindustan  Steel 9/66 10/67 14.02 HSIL. want confir-
(Newar Limestone lakhs maticn that char-
Investigation’ ges relatr to this

wnvest.gation only.
The marter is under
correspondence,

8. Miuistrv of 12/66 /67 1,129 4/67 The Proiect authe-
Defence (Swastik rities wat charges
Projert—Rope- w e waived,
way Investigation: Marer under con-

suderation,

1.6. The Committee enquired whether after July, 1966, when
orders for recovery of 50 per cent charges in advance were issued,

there were any cases of failure to recover the advance.

In a note

on this point, the Department have stated that the work was under-
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taken for 96 parties after July, 1966 and advance deposits were re-
covered from 2 parties. The remaining 94 parties were either State
or Central Government undertakings. In their case the instruc-
tions issued in July, 1966 did not contemplate recovery of advance
deposits.

1.7 The Committee wanted to know the terms of reference of
the informal departmental commitiee appointed to go into the
question of billing by the Geological Survey and the Indian Bureau
of Mines and the date by which this committee was expected to
submit its report. In a note on this point, it has been stated by the
Department that this committee was constituted in May, 1968 and
was asked to submit its report within three months. The report
is still awaited. The departmental committee was asked to study
the existing rates for investigations carried out by the Indian Bureau
of Mines and the Geological Survey of India, as a'so the proposed
schedule of charges at flat rates for various operations on behalf
-of privatelpublic undertakings. State Government Departments etc.
and suggest fair and reasonable rates for each operation.

1.8 The Committte pointed out that the bulk of the outstandings
related to two Corporations under the Department of Mines & Metals
National Mineral Development Corporation and National -Coal
Development Corporation. They wanted to know why the Depart-
ment could not solve a matter that concerned organisaticns under
their own control and enquired whether generally the question of
charging interest on overdue payments had been considered. The
witness replied that this meant a transfer “from one pocket to
another. Public Sector Undertakings are also under our own
Government.” The witness added: “Our own public sector
undertakings are like two children of the same parent.
We have to arbitrate between them.” The Committee then pointed
out that this was not based on a realisation of the correct relation-
ship that should be maintained between Government and a com-
meercial enterprise of Government. There was a distinction bet-
ween a Government department and a commercial enterprise of
Government and it was essential that if a commercial enterprise
was to be proper'y run, there should be correct book-keeping.

1.9 The Committee enquired whether any of the claims were
barred by limitation. The representative of the Ministry stated
that the question of limitation would not arise between Govern-
ment organisations. The Committee then wanted to know when
the out-standings would be liquidated. The witness replied: “By
the end of the year we hope to show substantial improvement.”
When the Committee pointed out that substantial improvement was
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mot enough and enquired of the possibility of wiping out the arrears

by the end of the year, the representative of the Department stated:
“This will be possible.”

1.10 The Committee are not impressed with the manner in which
Government have tackled the question of recovery of dues from
parties for whom work was done by the Geological Survey of India
or the Indian Bureau of Mines. From, the fact that the dues
amounied to as much as Rs. 432 crores in December, 1967, the
‘Committee are forced to conclude that effective action was not
taken by Goveinment in implementation of the observations made
by the Commiittec in para 47 of their 39th Report (Third Lok
Sabha) where they had drawn attention to this situation. What is
distressing is the fact that, out of Rs. 4.32 crores, as much as Rs. 3.80
crones relate to two public sector undertakings—National Coal
Development Corporation and National. Mineral Development
Corporation which are administratively under the control of the
Department of Mines and Metals, The view of the Department that
these “public sector undertakings are also under own Government”
and that they are “like two children of the same parent” shows,
in the Committee’s opinion. an irresponsible attitude for which the
Commiittee can find no justification. The Committee trust that the
recovery of dues from these and other undertakings will be pursued
by Government in an energetic and business-like manner.

1.11 The Committee note that the basis of billing by the Geolo-
gical Survey and the Indian Bureau of Mines has been disputed in
a number of cases and that Government have constituted a depart-
mental committee to go into the matter and rationalise the billing
structure. The Committee feel that if a departmental inquiry was
necessary to determine the basis for the charges to be levied by the
Geological Survey and the Indian Bureau of Mines for the services
rendered, it should have been initiated in 1965, if not earlier, when
the Public Accounts Committee had specifically conymented on
these heavy arrears. The Committee also regret to observe that
the departmental committee have not finalised their report yet
though it was due in August 1968 as per original schedule. The

Committee trust that the report will be finalised soon and action
thereon taken by Government expeditiously.

1.12 The Committee would like Government to consider whether,
as part of the scheme of rationalisation of charges. it would be
possible for the Geological Survey and the Indian Bureau of Mines
to recover a suitable proportion of the charges in advance in all
cases, instead of from only private parties as hitherto and also
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whether penal interest could be charged on overdues. The Com-
mittee would also like it to be examined whether an agreement
should not be signed in advance about the terms and conditions
for the services to be rendered by the Geological Survey of India
and the Indian Bureau of Mines so as to avoid any subsequent
controversy.

1.13 For the past arrears, the Committee would like Government
to examine whether it is not possible to persuade the Public Sector
Un-lertakings to pay straightaway at least the portion of dues
which is not in dispute pending settlement of the disputed items.

1.14 The Committee would also like Government to take steps
to ctiminate delay in billing which appareatly still persists.



I
ZINC SMELTER PROJECT
fnfructuous Expenditure
Audit Paragraph

In February, 1966, the Ministry of Mines and Metals concluded a
contract with a foreign firm for the preparation of a project report
for the setting up of a Zinc Smelter Plant (with a capacity of 30,000
tonnes per annum) at Visakhapatnam. with foreign financial and
technical assistance. Under the contract, an amount of Rs. 16-89
lakhs (subsequently increased to Rs. 25'67 lakhs owing to devalua-
tion of Indian currency) was payable to the foreign firm for the pre-
paration of the detailed project report. As the project had not been
included in the draft outline of the Fourth Five Year Plan. the
Ministry informed the foreign firm in September, 1966 (when about
59°3 per cent of the work on the project report had been done) that
it would not be possible to proceed with the project and that prepa-
ration of the project report should be stopped. Further work on the
project report was, consequently, stopped by the firm with effect
from 23rd September, 1966.

2.1. With the abandonment of the project. an expenditure of
Rs. 11.24 lakhs incurred by the Ministry was rendered infructuous.
In addition, a claim of the foreign firm for Rs. 4:59 lakhs is stated
(June, 1967) to be under the scrutiny of the Ministry.

2.2. The Ministry have stated (June, 1967) : —

(i) that the project was gone ahead with as it had been
accepted in principle by the Planning Commission but
that later it did not get “a sufficient high priority” for
inclusion in the draft outline of the Fourth Five Year
Plan: and

(ii) that “there is a possibility of the information contained in
the project report being utilised at a later stage, if it is
decided to revive the project or if a similar project is taken
up elsewhere.”

2.3. They have further stated (December 1967) that the question

of revival of this project is under active consideration of Govern-
ment.

[Paragraph No. 60 Audit Report (Civil), 1968].
7
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24. In a note submitted to the Committee by Government, it has.
been stated that the idea of setting up a Zinc Smelter in India based
on imported concentrates was first mooted in 1962, when the Polish
Economic Mission, which visited India, agreed to give financial and
technical assistance for this purpose under the Second Polish Credit.
In May, 1963, it was decided to take up this project for implementa-
tion, subject to approval by the Planning Commission and the Min-
istry of Finance. The Planning Commission accepted the scheme
in principle as a Fourth Plan Project and advised the Ministry of
Finance in June, 1963 to include it on a firm basis under the Second
Polish Credit. The matter was further discussed with the Polish
Technical Team _ which visited India in October, 1964 and thereafter
prepared a feasibility report. The feasibility report, according to the
information given bv Government to the Committee “did not give
any data about the capital cost of the project and the economics of
its operation.” After examination of this report in the Ministry of
Mines and Metals and in the Ministry of Finance, the Polish authori-
ties were informed that the report had been accepted. A decision
was also taken to have the detailed project report for the project
prepared and the work was accordinglv entrusted to the Polish
agency M-s. CENTROZAP by a contract executed on 26-2-1966. The
remuneration pavable for the work was Rs. 16-89 lakhs which. fol-
lowing the devaluation. was increased to Rs. 2557 lakhs. bv a sup-
plemental agreement dated 16th December, 1966. The Polish agency
started work on the Report from ist June. 1966 but on 22nd Septem-
ber, 1966, thev were asked to suspend work due to the non-inclusion
of the project in the draft cutline of the Fourth Plan.

25. The Committee encuired whether the case did not show lack
of coordination between the various Ministries. The Secretary,
Department of Mines and Metals stated that there was no lack of
coordination. The work on the project Report was taken up with
the approval of every one concerned. While the Project Revort was
under preparation, the outline of the Draft Plan was finalised and
the Department then found for the first time that the prnject had
been excluded therefrom. Asked further when the Department
received the Draft Plan from the Planning Commission and whether
prior to that no intimstion of any kind was received from the Plan-
ning Commission about the exclusion of the Project, the Department
stated in a note that the draft of the Chapter on Indusiries and
Minerals for the Fourth Plan was forwarded to them by the Planning
Commission on 25th May. 1966 and in this the project had been
fncluded. Following the devaluation, a revised draft of the Chapter
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was sent by the Planning Commission on 27th July, 1966. In this
revised Chapter, the project was found omitted. The matter was
then immediately taken up with the Planning Commission, but it
was found that there was little likelihood of the project being put
through. The reason given by the Planning Commission was that
“the project would not be attractive from the point of view of
import saving and sccondly, it would be more advantageous for the
public sector to lake up the expansion of capacity at Zawar based
on richer ores available in that area.”

2.6. During evidence, the Secretary, Department of Mines and
Metals further informed the Committee that, as a result of the re-
consideration of the whole case, in consultation with the Finance
Ministry and the Planning Commission, it was decided in March,
1968, to go ahead with the work of preparation of the Project Report
and that necessary arrangements were being made. The Committee
enquired why this decision could not be taken earlier and pointed
out that, had the work been resumed within six months of iis being
broken off, there would have been no extra liability to Government
for remuneration payable to the Polish agency, in terms of the con-
tract with them. In a note on this point, it has been explained by
Government that the process of reconsideration started in May, 1967.
After collecting necessary data, the Department in a note. circulated
on 27th November, 1967, to the Planning Commission and the
Ministrv of Finance, urged high priority to be given for the Smelter
Project. The Finance Ministry, after consideration of the note,
suggested, in February, 1968, that the matter be considered at an in-
ter-Departmental meeting which was held in March. 1968. It was at
this meeting that the decision was taken that the Polish agency should

be asked to resume the unfinished work on the Project Report and
to complete it.

2.7. From a copy of the minutes of the meeting furnished to the
Committee, it is seen that the following decisions were taken at the
inter-Departmental meeting held in March, 1968: —

(i) The existing smelter in the public sector at Zawar should
accelerate their scheme for expansion. The scheme should
be an integrated one, coverning bath the mines expansion
as well as the smelting capacity.

(ii) The existing private sector unit at Alwaye should be
allowed to expand their smelter from a capacity of 20.000
tonnes to 40,000 tonnes per annum.
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(iii) Having regard to the expenditure already incurred or com-
mitted and the comparatively smaller amount required for
completion of the work, the Polish agency should be asked
to complete their project report for the proposed smeller
at Visakhapatnam M/s., Hindustan Zinc Ltd. should be
associated with the preparation of the remaining part of
the Report and the Polish agency, should also be asked to
ensure maximum participation of indigenous equipment
and skills in the project. The question of inclusion of
the project in the Plan would be finalised during plan
discussion, having regard to the economics of the project
as worked out in the Report and the resources position.
Regular sources of supply of concentrates for the project
should also be established as this would have a bearing on
the economics of the Project.

2.8. In response to a question, whether, if the project failed to
find inclusion in the Fourth Plan, the Project Report would be of any
use, the representative of the Department stated: “‘There is no time
limit within which we have 10 use (the report)........ Suppose it
goes to the 5th Plan. some technological changes might be called for
and there may be some modifications but how much of it will be
obsolescent, I cannot tell vou.” To another question, whether if the
location of the project changed. the Project Report would need to be
changed, the witness replied in the affirmative. Asked further how
much of the report would. ‘n that event. become useless. it was
stated: “At present we have no intention of changing the location.”

2.9. The Committee wanted to know whether maximum use was
being made of indigenous know-how and equipment. The represen-
tative of the Department replied: “At the time of requesting
CENTROZAP to resume the work we have told them that maximum
use in the project must be made of indigenous equipment and skill
and in that context an Indian consultant must be associated in com-
pleting the draft Project Report and in that connection they have
called for certain clerifications which are being collected and furnish-
eC i

2.10. From copies of correspondence on this subject which were
furnished subsequently to the Committee, it is seen that the Polish
agency have expressed the following views on the subject to Govern-
ment: - '

“With regard to your recent wishes to change or to enlarge
the inclusion of Indian skills and industrial equipment in
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the whole profile of the plant equipment we would..... -
remark.......... that it would be connected with the
necessity of the contract price revision and with changing
the time of the Project Report elaboration.”

"2.11, The Committee asked the representative of the Department
what steps had been taken to explore the zinc resources in the coun-
try and to draw up a phased and feasible programme for reduction
in imports. From the evidence and further information furnished,
the following position emerges:

2.12. The only workable deposits of zinc in the country so far
known are at Zawar in Rajasthan. The total production from this
source, even on the most optimistic estimate, is not likely to exceed
80.000 tonnes to 90,000 tonnes per annum. Intensive explorations
have however been undertaken in prospective areas, through the
scheme known as ‘Operation Havd Rock’ inter ali¢ to locate new
deposits of zinc. It would, however, be “too early to say to what
extent commercial deposits wouid be proved. In any case, meial pro-
duction from such deposits cannot be expected in the current or noxt
Plan period.”

2.13. The leasc over the Zawar area was held by a private com-
pany. the Metal Corporation of India. which had undertaken the
development of the deposits and the construction of an electrolytic
zinc smelter of 18.000 {onnes capacity, As the company ran into
difficulties, it was acquired by Government in 1965. A Government
company, Hindustan Zinc Ltd. was formed in 1966 to work the ore
and run the smelter, The erection of the smelter has since heen
completed. The company is producing 18.000 tonnes and by stages
it may, in due course, be able to produce 50,000 tonnes to 60,000
tonnes. There was also a private smelter at Alwaye, set up by M:s.
Cominco Binani. of 20,000 tonnes capacity. based on imported concen-
trates from Canada.

2.14. During evidence it was also stated that the estimate of
demand for zinc metal in the country in 1967-68 was 85,000 tonnes, of
which only 10.000 tonnes might be indigenously supplied. The total
demand by 1970-71 was estimated at 1,17,000 tonnes per annumy:gWith
the production from Zawar and Alwaye smelters amountis to
38,000 tonnes, there would be a gap of 79,000 tonnes between demand
and supply. The proposed smelter at Visakhapatnam with 80,000
tonnes capacity, was intended partly to fill the gap. In reply to a
question, it was further stated that to produce 30,000 tonnes, 60,000
tonnes to 70,000 tonnes of concentrates would have to be imported.
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According to a detailed study conducted by the Nativnal Council of
Applied Economic Research, import of concentrates for local smelt-
ing “would save about 56 per cent of foreign exchange as compared
to import of virgin metal.”

2.15. The Committee desired to be furnished a statement show-
ing the estimated demand (year-wise) of zinc during the new Fourth
Plan period, the likely production and the steps taken to restrict the
import of zinc in view of the development of indigenous capacity.
The Department of Mines and Metals have furnished the following
information: —

Demand estimates

(5T RIRNTN BRI a
e 1,046,500 ”
1971-72 1,17,100 ”
1872-73 1,28.900

1973-74 1,42,000 Y

The production by 1973-74 is estimaicd at 1,06,000 tonnes, leaving
a gap of 36,000 tonnes between demand and supply.

2.16. The Department have further stated that during the first
four months of the current year (1968-69) 51,000 tonnes of zinc were
imported under the liberalised import policy and that these were
“substantially large.” Since imported zinc was cheaper than indi-
genous zinc, there was a “reluctance on the part of the consumers”
to lift indigenous zinc which led to accumulation of stocks. 1In
September, 1968, Government issued a notification placing its imports
under “Actual Users Restricted” Category and devised informal
distribution arrangements with a view to ensuring full utilisation of
the ‘ndigerous capacity for the manufacture of zinc.

2.17. The Committee consider it unfortunate that Government
should have committed itself to an expenditure of Rs. 25.67 lakhs
for the preparation of a Project Report for setting up a Zinc Smelter
Unit, without taking a firm decision on the necessity for the unit.
The decision to undertake the preparation of the Project Report was
taken after the Planning Commission had accepted the scheme in
principle, but within two months of the commencement of the work,
the Planning Commission dropped the Project from the Plan on the
ground that it was not attractive enough from the point of view of
import saving and that, in any case, instead of going in for a new
unit based on imported concentrates, it was preferable to expand the
capacity of the existing Public Sector smelting unit based on richer
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ores at Zawar. The Committee note that, in point of time, it was
only after the Audit paragraph on the case was initiated that it was
decided by Government that the work on the Project Report should
be resumed. However, a firm decision on the inclusion of the pro-
ject in the Plan has been deferred, pending an examination of the
economics of the scheme on the hasis of the project Report and the
location of regular sources of supply of concentrates for the project.

2.18. The Commitiee cannot help {eeling that the whole scheme
was planned in a haphazard manner and that Government allowed
evenis to overtake them. In their opinion, before considering the case
for a new smelting unit, Government should have carefully assessed
the country’s ore potential and the possibility of developing and ex-
panding the two existing smelters at Zawar and Alwaye. A new
smelting wnit should have been considered only if the expansion of
the existing units still left a ¢ap to be covered. The Committee,
however, notice that Government have only recently in principle
accepted the proposal for expansion of the private smelter at Al-
wave and that an integrated schieme for the expansion of the public
sector project at Zawar, covering both the expansion of the mines
and smelting unit, is still to he drawn up. In the Committee’s
opinion, it was premature to have embarked on a project for a new
unit till plans for developing the existing units had been drawn up
and their potentialities for meeting the country’s demand for zinc
carefully assessed. Even if a new unit was considered necessary,
the feasibility of the projcct should have been adequately established
through a prior survey. However, the feasibility report that was
prepared in this case “did not give any data regarding the capital
cost of the project and the economics of its operation.” The Com-
mittee hope that Government will draw the necessary lessons
from this experience and ensure that planning in respect of non-
ferrous metals is done in a more systematic, organised and business-
like way in future.

219. The Commitiee would like to know in due course the de-
cision taken by Government about the project in the light of the
economics to be worked out in the detailed Project Report. The
Committee need hardly stress that, as zinc is one of the important
non-ferrous metals finding extensive and varied application in
several basic industries, it is essential that its cost of production in

any new unit that may be set up should be kept at a competitivel
level.

2.20. Another disconcerting fact to which the Committee would
like to draw attention is the import of 51,000 tonnes of zinc in the
first four months of the current year under the liberalised import
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policy without taking into account the capacity which had already
been developed within the country for the manufacture of zinc.
The result was that the consumers became reluctant to lift indi-
genous zinc and the stocks accumulated particularly with the
Hindustan Zinc Ltd., a public undertaking. The Committee note
that since September, 1968, Government have taken action to res-
trict the imports under “Actual Users Restricted” category and
have devised informal distribution arrangements in order to ensure
full utilisation of the indigenous capacity for the manufacture of
zine. The Committee would like Government to make sure that
such a situation does not recur and that not only the capacity
developed in the country is fully utilised to obviate imports but that
the price of indigenous zinc is made fully competitive with the
price of imported zinc.

2.21. Another aspect of the case to which the Committee would
like to draw attention is the question of association of Indian per-
sonnel with the preparation of the detailed Project Report and the
use of indigenous equipment in the Project. The Committee are
distressed to observe that the guestion was raised by Government
with the Polish firm responsihle for the preparation of the project
report belatedly in May, 1968. The Commitice feel that the matter
should have becn thrashed out st the very beginning before the
agreement with the firm for the prcepavation of the Project Report
was signed in February, 1966. From copies of correspondence
furnished by Government, the Committee note that the Polish firm
have hinted at not only a revision in contract price but also exten-
sion of time for completion of the report on this account. They
would like to be informed of the decision ultimately taken in this
regard. 4

2.22. The Committee would also like to refer to the efforts now
being made on an emergency basis under the Scheme ‘Operation
Hard Rock’ to locate deposits of minerals in the country, particularly
non-ferrous metals. They hope that close coordination will be
maintained between the field agencies responsible for the operation
of the Scheme and the Governmental agency responsible for the ex-
ploration of ores, so that the objective of developing adequate capa-

city within the country of these scarce metals is achieved witheut
delay.
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SCHEME OF SUBSIDY TO COLLIERIES HANDICAPPED BY
ADVERSE FACTORS

Audit Paragraph

Pursuant to the recommendations of the Coal Price Revision Com-
mittee and in terms of the provisions of Rule 49 (3) of the Coal Mines
(Conservation and Safety) Rules, 1954, the late Ministry of Steel,
Mines and Fuel introduced with effect from September, 1960, a
scheme of subsidy to collieries which are handicapped by the presence
of adverse factors (e.g. gassy nature of mines, thinness of seams,
high transportation cost ete.) and whose continuance in production
is necessary in the larger interests of the countrv. The financial as-
sistance which is based on different scales for different adverse fac-
tors, was intended for all handicapped collieries in India, except
thosc in Assam and Andhra. producing coal of grade I and above.
Assistance in respect of high transportation cost was. however, ad-
missible irrespective of the grade of coal produced.

3.1. With a view to meeting the expenditure on such assistance,

”1(, Excise Duty on coal and coke levied under Section 8 of the Coal

. {Conservation and Safety) Act, 1952 was increased by Re. 0.25
per ton with effect from 1st February. 1960.

3.2. Instructions were issued by the Ministry in November, 1960
(as later modified in February. 1964) to the effect that the total ex-
penditure on payment of subsidy by the Coal Board up to the end of
a financial year should be limited to that portion of the net proceeds
of excise duty on coal and coke as derived up to end of the financial
vear from cess levied under this section, unless specifically sanc-
tioned by Government. The table below shows that up to end of
1966-67, the Board incurred an expenditure totalling Rs. 1,039.90
lakhs which exceeded the net amount of cess by Rs. 1490 lakhs,
without the approval of Government.

(In Lakhs of Rs.)
Year Net Amount Actual
of cess expenditure
Upto 1663-64 539 3s1.30 l

1964-65 146 209,20
1965+66 172 189.90
1966-67 168 289,50

Total 1024 1039.90

15
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3.3. It has been stated by Government (December, 1967) t.hat
the excess occurred due to non-materialisation fully of the increase
in receipts anticipated at the time of framing the Revised Estimates.
for 1966-67.

3.4. A Committee consisting of members, technical officers and
Accounts Officers was constituted by the Board in December, 1963
to investigate the extra expenditure incurred by collieries due to
various adverse factors in a representative selection of collieries
affected by difficult mining conditions, vis-a-vis the rate of subsidy
fixed by Government. The Committee gave its report in June 1964
but some of its recommendations were considered “somewhat com-
plicated which did not take notice of some vital factors concerning
increase in cost and prices.” Conscquently. another Committee was
appointed in September. 1964 which gave jts report in April, 1365.
While the report of this Committee was under consideration, Gov-
ernment appointed a Study Group on Coal Prices to go, inter alia,
into the question of subsidies. The report of this Group is awaited
(December, 1967). No deccision has thus been taken even after
four years and the assistance continues to be given on the same
scales.

3.5. In view of the increase in production, the control on price of
coal and ccke was relaxed with effect from 24th July, 1967. The
question whether the purpose for which the scheme had been origi-
nally introduced still continues to be served deserves consideration.
Government have stated (December. 1967) that this question will be

ws.orred in the light of the report of the Study Group.

raragraph No. 62, Audit Report (Civil), 19681.

3.6. In a note submitted to the Committee, it was stated by Gov-
ernment that from the inception of the scheme upto 1965-66, the
total expenditure on the grant of subsidy to the collieries amounted
to Rs. 750.40 lakhs, against the fotal collection of cess amounting to
Rs. 857 lakhs. In other words, the expenditure was well within the
limits imposed by the scheme. It was only in the year 1966-67 that
the excess occurred. The expenditure on subsidy as at the end of
that year was Rs. 1039.90 lakhs against the figure of collection of
Rs. 1025 lakhs. There was thus a net excess of Rs. 14.90 lakhs. The
main reason for this was a shortfall in realisation of cess that year.
The actual realisation of cess amounted to Rs. 168 lakhs, against the
estimated collection of Rs. 180 lakhs. However, the Coal Board was
taking steps to eliminate the excess. During 1967-68, the expenditure
had been so regulated vis-a-vis the realisations that the total expendi-
ture as at the end of the year was expected to be well within the
total collection of cess.
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3.7. In reply to a question, whether the Coal Board who were
making payments of subsidy were required to report the payments
and if so, whether they were doing so, it was stated that the Board
were required to submit to Government monthly as well as quarterly
reports on subsidies sanctioned and the payments actually made.
These reports were submitted for the year 1965-66 but only a con-
solidated report for the year 1966-67 was submitted in May, 1867.
However, the actual expenditure was being intimated to Government
through monthly statements of expenditure. Government became
aware of the excess of expenditure when the figures became avail-
able. '

3.8. On the question of revision of scales of assistance to collie-
ries, it was stated that the Report of the first Team of Technical and
Accounts Officers appointed in 1963 by the Coal Board was in the
nature of a preliminary investigation only. It did not and was not
expected to go into all aspects of the scheme and confined its investi-
gation only to two of several factors for which subsidy was being
given to the collicries i.e.. gassinesc of mines and inclination of seams.
Besides, the report was based on cost analysis in the public sector
collieries only. The cost analysis was not, therefore, representative
of the whole industry.

3.9. The second study team appointed by the Board in September,
1964 did not go into the cost examination of collieries handicapped
by adverse factors and recommended lower scales of assistance only
with an eye on the expenditure which was to be limited to the receipts
on account of cess.

3.10. For these reasoﬁs, Government could not come to a decision
on the basis of the reports of these two study teams and decided to
constitute a Study Group to go into the entire question of revision
of coal prices and grant of subsidies after considering all aspects in-
cluding cost examination of the component units of the industry in
general. The report of this Study Group had been submitted and
was under consideration of Government. Asked whether in view of
the relaxation of control over the prices of coal and coke with effect
from 24th July, 1967 any basic revision in the scales of subsidy was -
warranted, it was stated that pending a final decision on the Study
Group’s recommendations, Government have decided to continue the
existing scheme, with minor modifications.

3.11. The Committee are distressed to find that two study teams
constituted by the Coal Board in 1963 and 1964 went into the ques-
tion of revision of scales of subsidy to collieries, but failed to con-
duct a study of the problem in depth. Apparently, the Coal Board
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did not clearly spell out the nature and scope of inquiry by these
study teams in their terms of reference. The Committee note. that
a Study Group has since comprehensively examined the whole
question and submitted a report to Government. They hope that a
speedy decision will be taken in the matter. While taking a de-
cision, Government would do well to consider whether, with the
relaxation of control over the prices of coal and coke with effect
from 24th July, 1967, the justification for the original scheme of
subsidy still continues. The Committee need hardly stress that, in
the meantime, Government should ensure that the expenditure on
subsidy to collieries does not exceed the net proceeds of the excise
duty on coal and coke.

M. R. MASANI,
NEw DEeLHi; Chairman,
24th January, 1969 Pubiic Accounts Committee.
Ath Magha, 1890 (Saka).



APPENDIX

Summary of main Conclusions/Recommendations

(Referred to in Para 4 of Introduction)

Serial Para No. Ministry Department Condiusions Recommendations

No. cfReport ceoncer ed
I 2 3 4
I [.10 Deptt. of Minis & The Commitice are not impressed with the manner in which

Metals Government have tackled the question of recovery of dues from
parties for whom work was done by the Geological Survey of India
or the Indian Bureau of Mines. From the fact that the dues amount-
ed to as much as Rs. 4-32 crores in December, 1967, the Committee
are forced to conclude that effective action was not taken by Gov-
ernment in implementation of the observations made by the Com-
mittee in para 47 of their 39%th Report (Third Lok Sabha) where
thev had drawn attention to this situation. What is distressing is
the fact that. out of Rs. 432 crores, as much as Rs. 380 crores
relate to two public sector undertakings—National Coal Develop-
ment Corporation and Nationa! Mineral Development Corporation
which are administratively under the control of the Department of
Mines and Metals. The view of the Department that these “public
sector undertakings are also under own Government” and that they

61
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Deptt. of Mines
& Metals

-Do-

are “like two children of the same parent” shows, in the Com-
mittee’s opinion, an irresponsible attitude for which the Com
mittee can find no justification. The Committee trust that the re-
covery of dues from these and other undertakings will be pursued
by Government in an energetic and business like manner.

The Committee note that the basis of billing by the Geological
Survey and the Indian Bureau of Mines has been disputed in a num-
ber of cases and that Government have constituted a departmental
committee to go into the matter and rationalise the billing structure.
The Committee feel that if a departmental inquiry was necessary to
determine the hasis for the charges to be levied by the Geological
Survey and the Indian Bureau of Mines for the services rendered,
it should have been initiated in 1965, if not earlier, when the Pub-
lic Accounts Committer had specifically commented on these heavy
arrears. The Committer al<o regret to observe that the departmen-
tal committee have not finalised their report vet though it was due
in August 1968 as per original schedule. The Committee trust that

the report will be finalised soon and action thereon taken by Gov-
ernment expeditious]v.

Th~ Committee would Tike Government to consider whether, as
part of the scheme of rationalisation of charges. it would be possi-
ble for the Geological Survey and the Indian Bureau of Mines to

0
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recover a suitable proportion of the charges in advance in all cases,
instead of from only private parties as hitherto and also whether
penal interest could be charged on overdues. The Committee would
alsn like it to be examined whether an agreement should not be
signed in advance about the terms and conditions for the services
to be rendered by the Geological Survey of India and the Indian
Bureau of Mines so as to avoid anv subsequent controversy.

For the past arrears, the Committee would like Government to
examine whether it iz not pnssible to persuade the Public Sector
Undertakings to payv stra‘ghtawav at least the portion of dues which
is not in dispute pending settlement of the disputed items.

The Committee would also like Government to take steps to
eliminate delay in billing which apparently still persists.

The Committee consider it unfortunate that Government should
have committed itself to an expenditure of Rs. 25'67 lakhs for the
preparation of a Prajeet Report for setting up a Zinc Smelter Unit,
without taking a firm decision on the necessity for the unit. The
decision to undertake the preparation of the Project Report was
taken after the Planning Commission had accepted the scheme in
principle, hut within two months of the commencement of the work,
the Planning Commission dropped the Project from the Plan, on
the ground that it was not attractive enough from the point of
view of import saving and that, in any case, instead of going in
for a new unit based on imported concentrates, jt was preferable to

SOV e P ————
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expand the capacity of the existing Public Sector smelting unit
based on richer ores at Zawar. The Committee note that, in point
of time, it was only after the Audit paragraph on the case was
initiated that it was decided by Government that the work on the
Project Report should be resumed. However, a firm decision on the
inclusion of the project in the Plan has been deferred, pending an
examination of the economics of the scheme on the basis of the pro-

ject Beport and the location of regular sources of supply of concen-
trates for the project.

The Committee cannot help feeling that the whole scheme was
planned in a haphazard manner and that Government allowed events
to overtake them. In their opinion, before considering the case for
a new smelting unit, Government should have carefully assessed
the country’s ore pntential and the possibilities of developing and
expanding the two cxisting smelters at Zawar and Alwaye. A new
smelting unit should have been considered only if the expansion of
the existing units still left a gap to be covered. The Committee,
however, notice that Government have only recently in principle
accepted the proposal for expansion of the private smelter at Alwaye
and that an integrated scheme for the expansion of the public sec-
tor project at Zawar, covering both the expansion of the mines and
smelting unit, is still to be drawn up. In the Committee’s opinion,



2.20

-De-

~Do-

it was premature to have embarked on a project for a new unit till
plans for developing the existing units had been drawn up and their
potentialities for meeting the country’s demand for zine carefully
assessed. Even if a new unit was considered necessary, the feasi-
hility of the project should have been adequately established through
a prior survey. However, the feasibility report that was prepared
in thic case “did not give any data regarding the capital cost of the
project and the economics of its operation.” The Committee hope
that Government will draw the necessary lessons from this ex-
perience and ensure that planning in respect of non-ferrous metals
is done in a more systematic, organised and businesslike way in
future.

The Committee would like to know in due course the decision
taken by Government about the project in the light of the econo-
mics to be worked out in the detailed Project Report. The Com-
mittee need hardly stress that. as zinc is one of the important
non-ferrous metals finding extensive and varied application in seve-
ral basic industries, it is essential that its cost of production in any
new unit that may be set up should be kept at a competitive level.

Another disconcerting fact to which the Committee would like
to draw attention is the import of 51,000 tonnes of zinc in the first
four months of the current vear under the liberalised import policy
without taking into account the capacity which had already been
developed within the country for the manufacture of zinc. The re-

T4
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sult was that the consumers became reluctant to lift indigenous zine
and the stocks accumulated particularly with the Hindustan Zine
Ltd., a public undertaking. The Committee note that since Septem-
ber, 1968, Government have taken action to restrict the imports
under “Actual Uszers Restricted” category and have devised informal
distribution arrangements in order to ensure full utilisation of the
indigenous capacity for the manufacture of zinc. The Committee
would like Government to make sure that such a situation does not
recur and that not only the capacity developed in the country is
fully utilised to obviate imports but that the price of indigenous
zinc is made fully competitive with the price of imported zine-

Another aspect of the case to which the Committee would like
to draw attention is the question of association of Indian personnel
with the preparation of the detailed Project Report and the use of
indigenous equipment in the Project. The Committee are distressed
to observe that the question was raised by Government with the
Polish firm responsible for the nrevaration of the project report be-
latedly in May, 1968. The Committee feel that the matter should
have been thrashed out at the very beginning before the agree-
ment with the firm for the preparation of the Project Report was
signed in February, 1966. From copies of correspondence furnished
by Government. the Committee note that the Polish firm have hint-
ed at not only a revision in contract price but also extension of time

(4
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for completion of the report on this account. They would like to be
informed of the decision ultimately taken in this regard.

The Committee would also like to refer to the efforts now being
made on an emergency basis under the Scheme ‘Operation Hard
Rock’ to locate deposits of minerals in the country, particularly non-
ferrous metals. They hope that close coordination will be maintain-
ed between the field agencies responsible for the operation of the
Scheme and the Governmental agency responsible for the exploration

of ores, so that the objective of developing adequate capacity with-

in the country of these scarce metals is achieved without delay.

The Committee are distressed to find that two study teams con-
stituted by the Coal Board in 1963 and 1964 went into the question
of revision of scales of subsidy to collieries, but failed to conduct a
study of the problem in depth. Apparently, the Coal Board did
not clearly spell out the nature and scope of inquiry by these study
teams in their terms of reference. The Committee note that a Study
Group has since comprehensively examined the whole question and
submitted a report to Government. They hope that a speedy deci-
sion will be taken in the matter. While taking a decision, Govern-
ment would do well to consider whether, with the relaxation of con-
trol over the prices of coal and coke with effect from 24th July, 1967,
the justification for the original scheme of subsidy still continues.
The Committee need hardly stress that, in the meantime, Govern-
ment should ensurc that the expenditure on subsidy to collieries

does not exceed the net proceeds of the excise duty on coal and
coke.
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