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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having been 
authorised by the Committee to submit Ute Report on their behalf, 
present this Twenty-eighth Report on the Action Taken by Govern-
ment on the recommendations contained in the Thirty-eighth Report 
of the Committee on Public Undertakings (Third Lok Sabha) on 
Pyrites and Chemicals Development Co., Ltd. 

2. The Thirty-eighth Report was presented to the Lok Sabha on 
the 29th March, 1967. Government furnished their replies indicat-
ing the action taken on the recommendations contained in the Report 
on the 7th October, 1967 and the 20th November, 1967. Further in-
formation was called for by the Committee in respect of five recom-, 
mendations on the 19th February, 1968, which was furnished by the 
Ministry and the Bureau of Public Enterprises on the 8th April, 1968 
and the 30th July, 1968, respectively. The replies of Government 
to the recommendations contained in the aforesaid Report, were con-
sidered by the Committee on the 29th November, 1968. The Com-
mittee authorised the Chairman to finalise the Report and present it 
to Parliament. 

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

II. Recommendations that have been accepted by Government. 
III. Recommendations which the Committee do not desire to 

pursue in view of Government's reply. 
IV. Recommendations in respect of which replies of Government 

have not been accepted by the Committee. 
V. Recommendations in respect of which final replies of Gov-

ernment are still awaited. 

4. An analysis of the action taken by Government on the recom-
mendations contained in the Thirty-eighth Report (Third Lok Sabha) . 
is given in Appendix IV. It would be observed therefrom that out' 
of 40 recommendations contained in the Report, 55 per cent have 
been accepted by Government and the Committee do not desire to 
pursue 45 percent of the recommendations in view of Government's 
replies. 

NEW l>ELtrI; 
12th December, 1968 
Agrahayana 21, 1890(S) 

G. S. DHILLON, 
Chairman, 

Committee on Public Undertakings •. 



CHAPTER I 

REPORT 
The Committee would like to reCOld that replies of Government 

to the recommendations contained in their Thirty-eighth Report 
(Third Lok Sabha) were received in time and to the satisfaction of 

the Committee. ' , 



CHAPTER II 
RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY GOVERNMENT 

Recommendation (Serial No.3) 
The Committee feel that this was largely due to the fact that 

Government kept themselves out of the picture and left it to a 
nucent public undertaking to take decisions on vital matters 
which should have been determined by them before formation of 
tbe Company. The Indian Bureau of Mines took up the preparation 
of tbe project report in November, 1960 and in the same month the 
Company knew of the unsuitability of the Orkla Process. The Com-
pany however, did not give thought to the need for revising its 
earlier demand for 3,00,000 tonnes of lump ore or apprise the Bureau 
of the new development. While tbe Company was proceeding with 
the consideration of alternative proposals for utilisation of pyrites 
ore and was reassessing the demand for ore on that basis, the 
Bureau was ,oing ahead with the preparation of the detailed pro-
ject report on the basis of the demand intimated to it. There was 
this lack of coordination between the Bureau, the Company and 
Govemment. It has been admitted by the Company that "in the 
initial stages, there did not thus exist effective co-ordination between 
the Company and the Indian Bureau of Mines". Government on 

\ 
their part also failed to guide the Company on the right lines. The 
Committee hope that the Government will not abjure their res-
ponsibilities in future to a nascent undertaking. (para 11). 

REPLY OF GOVERNMENT 

The observations made have been noted. It is conceded that 

\ there should have been better co-ordination between the authorities 
concerned during the period in question. But as already pointed 
out, the quantity of pyrites ore required does not depend only on the 
process for the extraction of sulpher from the ore. In fact, the' 
subsequent events have pointed to the need of early replacement of 
imported sulphur by indigenous pyrites for the manufacture of 
sulphUric aCid, to the extent practicable. 
[Ministry of Petroleum and Chemicals a.M. No. 119(20) /67-Ferts. 

Ill, dated the 20th NOt'ember, 1967]. 
~ommendation (Serial No.4) 

While the effort of the Indian Bureau of Mines in drawing up a 
detailed project report deserves every encouragement, the Com-
mittee feel that in order to avoid certain amendments later on in 

2 
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the detailed project report, it would have been better if the' 
Bureau had associated some outside experts in their maiden ven-
ture of preparation of a detailed project report. (para 14). 

REPLY OF GOVERNMENT 

Apparently LB.M. could not foresee t~e difficulties which crop-
ped up later. The observation of the Committee has been noted and 
communicated to the Ministry of Steel, Mines and Metals for infor-
mation and future guidance. 
[Ministry of Petroleum and Chemicals a.M. No. 119 (20) i67-Ferts. 

III, dated the 7th October, 1967]. 

Recommendation (Serial No.6) 

The first Expert Committee had been set up by the Indian Bureau 
of Mines and the second Expert Committee was appointed by the 
Company. It is not known as to what was the reason for reopening 
the question of the suitability of the mining method after the draw-
ing up of the second detailed project report. The statement of the 
Managing Director that the first Expert Committee was convened 
by the author of the report and included only two outside members, 
implied that selection of the members of that Expert Committee' 
was made in such a way as to get approval for the long-wall 
method. At the same time, the constitution of an Expert Commit-
tee by the Company and its reopening the issue of mining method 
at that late stage cannot but create the impression that the Company 
was interested in the introduction of board and pillar method. Gov-
ernment approval was not taken for revising the second detailed 
project report but after revision, it was sent to Government and 
was duly approved. It is strange that Government did not make 
any inquiry into the need for reopening the issue of mining method 
at such a late stage and consequential revision of the second detail-
ed project report. The Committee regret to observe that Govern-' 
ment had failed to exercise etJctivc supervision over the atJairs of 
the project. (para 24). 

REPLY OF GOVERNMENT 

Since there was no experience of similar pyrite mines anywhere 
:in the world, the Company was guided in the matter by the advice 
rendered by the Expert Committees. Since there was substantial 
variations in the recommendations made in the first and the second 
mining project reports prepared by the l.B.M., and since the latter 
had no particular experience of mining pyrites, the Board felt that 
it was desirable to obtain the advice of outside eminent mining en-
gineers available in the \!ountry. For this reason, a Technical Com-
mittee was constituted by the Board, for examination of the second 
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mining project report. There would not have been any need to re-
examine the method proposed for mining later involving substantial 
revision of the second mining project report, if the I.B.M. had itself , 
obtained the advice of other mining experts before finalising its 
report. 
IMinistry of Petroleum and Chemicals O.M. No. 119 (20) /67-Ferts. 

III, dated the 7th October, 1967]. 

Recommendation (Serial No.7) 
Since a final decision regarding the mining method is not stated 

to have been taken as yet, the Committee recommend that the 
Bureau should be consulted at the time of Uiking a final decision. 
This is a technical matter on which two Expert Committees have 
differed. When the question is therefore, considered again, it should 
be by a body of persons who are experts having sound knowledge 
ef both the methods. The considerations which weighed with both 
the Expert Committees should be made available to them. Their 
recommendations should be followed without further vacUiation. 
,(para 26). 

REPLY OF GOVERNMENT 

The mining method will be governed on the Geological and roof 
strata conditions encountered during actual mining operations and 
decisions taken in advance may not hold good, under all conditions. 
It is not unusual to change the mining procedure even in conven-
tional coal mining in the country for which experience of over 100 
years is available. It is the Director General of Mines Safety who 
will have the final say in the method of mining used from time to 
time. His office has 'been kept constantly in the picture. As stated 
earlier, for the present, the method must be kept flexible. The com-
pany has on its Board two part time and one full time Directors who 
are rpinfhg experts having wide experience in India and abroad. 
The Company will also not hesitate to consult other experts includ- ' 
ing overseas experts, if circumstances so warrant, in the interest of 
safety. Recently a mining expert under the Colombo Plan has also 
been attached to the Mining Project for a short period. The Expert 
Committee under whose guidance the third project report was drawn, 
consists of members who are mining experts having sound knowledge 
of not only of the Board and Pillar and the Long-wall mining 
methods but also various other methods which may have to be 
adopted in some modified form if the circumstances so require. The 
<:onsiderations that weighed with the Committees are available to the , 
Company and will be borne in mind. 

(Min.istry of Petroleum and Chemicals O.M. No. 119(20) /67-Ferts. 
III, dated the 7th October, 1967]. 
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FirR'l'HD INFORMArION CALLED FOR BY THE COMMITTEB 

;Serial Nos. 6 & 7. 

In their recommendations, the Committee had objected to the 
exclusion by the Company of the Indian Bureau of Mines from the 
Second Expert Committee and had:recommended that the Indian 
Bureau of Mines should be consulted before a final decision is taken 
regarding the mining method. 

The reply now given does not clearly indicate whether the Bureau 
will be included in the Committee of experts which will take final 
decision in the matter. This may kindly be clarified. 

[L.S.S. O.M. No. 31-PU /67, dated the 19th February, 1968] 

FINAL REPLY OF GoVERNMENT 

It is stated inter alia in the reply furnished by this Minist.ry to 
S. No.7 that "the Company will also not hesitate to consult other 
experts including over-seas experts if circumstances so warrant in 
the interest of safety." It is now clarified that the I.B.M. (now 
Geological Survey of India) will also be consulted as recommended 
by the Committee. 

[Ministry of Petroleum and Chemicals O.M. No. 119 (20) /67-Ferts. 
III, dated the 8th April, 1968]. 

Recommendation (Serial No.8) 

The Committee do not consider it necessary to go into the com-
plaints of the Financial Adviser against the Management and Vice\ 
versa but they regret to note that a spirit of co-operation and under~. 
standing was lacking between the Chief Mining Engineer and the 
Financial Adviser. They hope that every effort will be made by: ,;, 
the officers to work with a sense of oneness of purpose which i· ~ 

. essential for the efficient and smooth working of the projectf 
(para 31). 

REPLY OF GOVERNMENT 

The observations of the Committee have been noted by the Com-
pany and it.s officers. 

[Ministry of Petroleum and Chemicals O.M. No. 119 (20) /67-Ferts. 
III, dated the 7th October, 1967]. 
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Recommendation (Serial No.9) 

The Committee feel that Government have not been kept in-
formed of an important development relating to the company,. 
either by the Company itself or by tbe officers of Government 
who were Directors of tbe Company. The Committee understand 
that copies of quarterly reviews of the Financial Adviser are for-
warded to the administrative Ministry and the Ministry of Finance. 
When such is the case it is all the more important that a document 
which contains suggestions for saving in capital expenditure to the 
tune of more than Rs. 1 crore should have been forwarded to Gov-
ernment. Such proposals would have educative value besides being 
guide lines for the future projects. The Committee recommend 
that suitable instructions should be issued to all the public under-
takings for forwarding copies of such impo~tant documents to the 
administrative Ministry and the Ministry of Finance. (para 34). 

REPLy OF GOVERNMENT 

Copies of the quarterly reviews of the Financial Adviser of the 
P.C.D.C. were not sent to Government in time and regularly. Ins-
tructions have since been issued to the Company to send these re-
ports regularly and also to include them in the agenda of the m.eet-
ings of the Board of Directors held from time to time. The recom-
mendation made has also been forwarded to the Bureau of Public 
Enterprises for issuing suitable instructions in the matter to all the 
public undertakings. 
[M:nistTy of Petroleum and Chemicals O.M. No. 119 (20) /67-Ferts. 

III. dated the 20th NOtlember, 1967]. 

Recommendation (Serial No. 11) 

As the ANF Loaders have not been used in pyrites ore mines 
before. the Committee would recommend that early opportunity 
should be taken to test them at Amjbore mines and modifications, 
as might be neeessary. got carried out by the supplier. (para 47). 

REPLY OF GOVERNMENT 

It has been reported that modifications to suit the pyrite ore have 
been made by the sUl'pliers during manufacture of the ANF loaders. 
The first batch of ~1" loaders ate expected to be put in commission 
in October, 1967. 14anufacturers' engineers will be present during 
the commissioning and trial runs. The matter is being pursued by 
the company. 
[M~nistry oJ Petroleum and Chemicals O.M. No. 119 (20) /67-Ferts._ 

nr, dated the 7th October, 1967]. 



7 

Recommendation (Serial No. 13) 

From the time the project was conceived, i.e. 1955 to the time 
when production by mechanical means would comm@ce would be 
nearly 14 years. The time taken for drawing up a detailed project 
report and getting it finally approved .. :as over four years. A void-
able delays have taken place thereafter. The project is expected 
to save foreign exchange of the order of Rs. 1.2 crores per annum 
as a result of production of 400 tonnes of pyrite-based sulphuric 
acid per day and is closely linked with the fertilizers industry in 
the country. It is regrettable that even this aspect did not provide 
the necessary drive and a sense of urgency to the project authorities 
or Government in commissioning the project. (para 56). 

REPL Y OF GOVERNMEN1' 

It may be pointed out that at the time the project was conceived, 
the actual and anticipated requirements of sulphur were not very 
large and the availability position of sulphur was comparatively easy. 
The project has acquired urgency and importance during the past 
few years. It is conceded that there has been some delay in the 
implementation of the project which is mainly due to the fact that 
it is the first project of its kind in the country with very few paral-
lels in the world, that considerable exploratory work had to be done 
to prove adequate deposits of pyrites ore before undertaking the 
project and that the foreign exchange which is fairly substantial had 
to be found before placing orders for the import of mining machi-
ncry. The observations of the Committee have, however,been noted 
and action has been taken to ensure that there is no further avoid-
able delay. 

fMinistry of Petroleum and Chemicals O.M. No. 119(20) 167-Fe1·ts. III, 
dated the 20th November, 1967]. 

Recommendation (Serial No. 14) 

The argument that both the detailed project reports were pre-
pared by the Indian Bureau of Mines and it will be in a better posi-
tion to explain the increase in the cost of production is not a satis-
factory explanation. The reason that the second detailed project 
report was for a production of 2.4 lakh tonnes per year as against a 
capacity of 4.8 lakh tonnes contemplated in the first repoI1t accounts 
for an increase of about 30 percent only, which works out to Rs. 5 
per tonne. Even then the difference is as high as Ks. 13.76 (approx.) 
and works out to 78 per cent of the original estimate. There has 
therefore been a gro<;s under-estimate of the unit cost of mining in 
the first report and since it is one of the basic factors on which the 
decision to set up a project is taken, such disparity should have been 
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avoided. This was perhaps, due to the fact that it was the first 
attempt of the Bureau. This supports the observation of the Com-
mittee that it would have been better if outside experts had been 
IUIIIOdated with the Bureau in the preparation of the detailed pro-
jed report. (para 59). 

REPLY OF GOVERNMENT 

The observations have been noted. The unit cost of pyrites ore·· 
and. pyrites-based sulphuric acid is being reviewed and revised as a 
result of certain developments such as time lag in the implementation 
of the project, devaluation of the rupee, etc. 
[Ministry of Petroleum and Chemicals O.M. No. 119(20) 167-Ferts. III, 

dated the 20t}J. November, 1967]. 

Recommendation (Serial -No. 18) 

The Committee hope that learning from the experience of com-
missioning the project in the first phaSE:, the company would avoid 
the pitfalls which were responsible for delays such as, repeated 
revisions of the detailed project report, change of mining method, 
non-procurement of machinery in time etc. All basic data should 
be collected in the first instance and thereafter work of processing 
should be undertaken according to a time schedule drawn up for 
the purpose. (para 70). 

REPLY OF GOVERNMENT 

Noted. It may however, be pointed out that even with the de-
tailed basic data obtained as a result of drilling and exploration 
work, certain amount of revision is inevitable in case of mining pro-
ject report as there are many unknown factors and the conditions 
during actual development of mine may vary with the data obtained 
during drilling and exploration work. As such, drawing of under-
ground mining project reports are generally done in such a way. that 
modifications in the method of mining etc. are possible without up-
setting the overall mine layout. 
[Ministry of Petroleum. and Chemicals O.M. No. 119(20) !67-Ferts. lIlT 

dated the 7th Oct., 1967]. 
Recommendation (Serial No. 20) 

The Railway Board on their part has been considering the pro-
posal for long. Despite the matter having been dealt with at the 
level of the Minister in August, 1966, a final decision has not been 
taken. Because of this indecision, the Company is unable to pro-
ceed with the installation of the ropeway. Since the production is 
Hheduled to commence by the first quarter of 1969, no further time 
should be lost in arriving at a decision. (para 78). 
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REPLY OF GOVERNMENT 

The matter is being pursued actively with the Railway Board. 
[Ministry of Petroleum and Chemicals, a.M. No. 119 (20) /67-Ferts. 

III, dated the 7th October, 1967]. 

Recommendation (Serial No. 21) 

Though the capital and operational cost of the ropeway is stated 
to be cheaper for the company, the Committee consider that from 
the point of view of general development of the area, advantage in 
the long run would be in favour of having a broad gauge line. A 
railway line laid at an estimated cost of Rs. 236.83 lakhs would 
serve the entire area, whereas a ropeway installed at a high cost of 
Ks. 83 lakhs would serve the requirements of the Company only. 
Keeping this in view and every possibility of increase in traffic 
since the area is rich in minerals, the Committee feel that the Rail-
way Board should carefully consider the opening of a broad gauge· 
line as early as possible. (para 79). 

REPLY OF GOVERNMENT 

The recommendation has been communicated to the Ministry of 
Railways. 
[Ministry of Petroleum and Chemicals a.M. No. 119 (20) j67-Fe1·ts. 

III, dated the 7th October, 1967]. 

Recomntendation (Serial No. 22) 

The delay on the part of the Railway Board in taking a decision 
is stated to be partly due to the fact that Government have not 
given their final approval to the expansion· scheme of the Company .. 
The Ministry of Petroleum and Chemicals should therefore take aD 
early decision on the scheme for expansion and convey it to the· 
Railway Board So that the latter could take into account the poten-
tial load factor. (para 80). 

REPLY OF GOVERNMENT 

Noted. 

[Ministry of Petroleum and Chemicals a.M. No. 119 (20) /67-Ferts. 
III, dated the 7th October, 1967]. 

Recommendation (Serial No. 24) 

The Plant for extraction of sulphur from pyrites ore is thus not 
likely to be set up before 1971. The Committee are disappointed at 
the poor PJOgress made in setting it up. At present sulphur is' 
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bein,g imported and the capacity of the plant being estimated at 250 
tons of sulphur per day, the setting up of the plant is likely to save 
foreign exchange of Rs. 1.5 crores per annum. Even this fact has 
not served to instil a sense of urgency which should have been 
attached from the beginning. (para 88). 

REPLY OF GOVERNMENT 

The observations have been noted. It may be added that negotia-
tions with Messrs Lummus & Company authorised agents of Messrs 
()utokumpu Oy of Finland have since been concluded by the Com-
pany for the purpose of preparation of a Project Report. The appli-
.(:ation of the Company for release of free foreign exchange amounting 
to about Rs. 4.5 lakhs being the fee payable to Messrs Lummus & 
Company, is under consideration. . 
[Ministry of Petroleum and Chemicals a.M. No. 119 (20) j67-Ferts. 01, 

dated the 20th November, 1967]. 

Recommendation (Serial No. 25) 
The Committee feel that there was an avoidable delay of seven 

months in sending the ore for laboratory tests. This was because 
the company decided to send a delegation to Finland first instead 
of sending the ore for laboratory tests. The postponement of the 
visit of the delegation due to Emergency delayed the progress. 
Thinking of sending a delegation before conducting even the pre-
liminary laboratory tests was premature especiaDy when Orkla 
process of Nu~'way hud earlier failed. As it ultimately happened 
the sample ore was sent in March, 1963 and tha delegation was sent 
in March, 1964. The Committee therefore feel that if the question 
of sending a delegation had not heen raised prematurely and if the 
,...,Ie ore had been sent towards August, 1962 wheb. the first plant 
of Mis. Outokwnpu of Finland was expected to go into production, 
the tests could>-have been completed by the end of 1962 and valuable 
time could"have been saved. (para 89). 

REPLY OF GOVERNMENT 

The observations of the Committee have been noted and every 
effort will be made to see that there is no avoidable delay at any 
statge. 
{Mi.nistry of Petroleum and Ch~micals OM. No. 119(20) f67-Ferts. 111, 

dated the 20th November, 1967]. 

Recommendation (Serial No. ZS) 

Since an integrated plant is economic, the posSibility of adding 
a sulphurie acid plant to the proposed plant for extraction of' sal~ 
'pbur may be ('onsidered. The Committee would, bowever, suggest 
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that this should not result in starting the work de novo with the 
drawing up of a scheme for an integrated plant inJieu of the plant 
proposed at present. The setting up of the plant has already been 

. delayed and if at all a sUlphuric acid plant is to be added, it should 
be ensured that the already prescribL4 Schedule is more or less 
adhered. (para 94). 

REPLY OF GOVERNMENT 

Noted. 

[Ministry of Petroleum and Chemicals, O.M. No. 119 (20) /67-Ferts. 
III, dated the 7th October, 1967], 

Recommendation (Serial No. 32) 

The Committee consider that the difficultieS regarding the en· 
forcement of performance guarantee etc. do not justify the award-
ing of a turn-key contract. In their opinion, these difficulties ~ 
be overcome by entering into clear and specific agreements with 
the parties instead of resorting to the practice of awarding . the 
entire contract to one finn on a turn-key basis. Moreover, in this 
case there was no urgency to set up the plant as the mining opera-
tions themselves are not expected to commence before the first 
quarter of 1969. It should be ensured that turn-key contracts are 
awarded only in cases of urgency or when there are distinct ad-
vantages in doing so. (para 108). 

REPLY OF GoVERNMENT 

At the time of invitation of tenders, it was not decided to go for a 
tum-key job. In the N.I.T. the ,tenders' were invited on the basis of 
equipment and materials delivered at site. It was also required to 
give a complete and independent quotation for a tum-key job. fpr 
plant and eqUipment for a complete 400 tonnes day Sulphuric Acid 
plant as specified in the tender. After careful examination of ten-
. ders, a Tender Examination Committee constituted by the Board 
recommended that the offer should be finalised on the b~is of a 
"Tum-key" job. The aforesaid recommendation was accepted by the 
Board as well as by the Government. 

There has been considerable advantage in awarding the contract 
on a 'Turn-key' ba~s. It was ensured by the Board that while 
awarding the contract on turn-key basis, it will be a fixed price con-
tract without any escalation clause. As such, the cost estimate of' 
-the contract has remained fixed in spite of general increase in prices, 
1rince the contract was signed. 
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The recommendation of the Committee has been forwarded t<> 
the Bureau of Public Enterprises for consideration and issue of gene-
ral instructions for the guidance of all concerned. 
[Ministry of Petroleum and Chemknls O.M. No. 119 (20) /67-Fert,. IB,. 

dated the 7th Oct., 1967]. 

FURTHER INFORMATION CALLED FOR BY THE COMMITI'EE 

The action taken by the Bureau in respect of this recommenda--
tion may please be intimated. 

[L.S.S. O.M. No. 31-PU/67. dated 19-2-1968] 

FINAL REPLY OF GOVERNMENT 

As regards the general recommendation contained in paragraph. 
108, a copy of this Ministry's O.M. No. 3(5)-PCI63 dated the 22nd 
October, 1963 and also a copy of the reply fotwarded by the Bureau 
.of Public Enterprises to the recommendation at 5l No. 115 of the 
35th Report of the Estimates Committee (Third Lok Sabha) on 
Heavy Electricals Ltd. is enclosed (Appendix I). It Will be noted 
that instructions have been issued that in order to foster indigenous. 
talent, assistance of foreign collaborators should be sought only for 
planning, designing and other works relating to the specific sections; 
of projects for which know-how is not available in the country. It 
has been accepted that besides effecting considerable economy, this; 
would reduce the dependence on the foreign collaborators and instil 
the necessary confidence in our technicians. 

[Bureau of Pu'blic Enterprises letter D.O. No. 9(64) j68-BPE, (GM),. 
dated 30-7-1968]. 

Recommendation (Serial No. 34) 

Either the"estbnate of cost of production of ore is not correct or-
there is Dot suftkient justification for the increase in cost of pro-
duction of sulphuric acid from Rs. 131 to Rs. 200 per tonne. Cor-
reet estimates of the unit cost of pyrites ore and sulphuric add' 
should 'be worked out by competent persons and every effort should 
be made to keep the costs as low as possible. (para 115). 

REPLY 0" GOVERNMENT 

Revised estimate of the cost estimates of the Mining Project and 
unit cost of mining have been worked out. 

Revised estimate of the cost of production of sulphuric acid is. 
being drawn up. In the revised specification of the plant, th~ 
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will be no surplus power for sale. This has been done to save subs-
tantial foreign exchange in the capital cost. Every et!ort is being 
made to keep the costs as low as possible. 
[Ministry of Petroleum and Chemicals O.M. No. 119(20) /67-FeTts. 1B, 

dated the 7th Oct., 1967]. 
Recommendation (Serb.1 No. 35) 

The Committee appreciate that due to various reasons full 
attendance at all the Board ~ may Dot be possible. Never-
thelesS they feel that Government should devise suitable proeedure 
to ensure that attendance at Board meetings is fairly high not only 
in the case of this company but also in other public undertakings. 
Where a Director fails to attend Board meetings regularly he 
should be removed from office and should also be debarred from 
appointment upon Boards of other public undertakings. (para 118). 

REPLy OF GOVERNMENT 

The recommen'ciation of the Committee has been communicated to 
the Bureau of Public B'nterprises for suitable action. 
[Ministry of Petroleum and Chemicals O.M. No. 119 (20) J67-FeTts. 111, 

dated the 7th October, 1967]. 
FURTHER INFORMATION CALLED FOR BY THE COMMITl'EE 

The action taken by the Bureau in respect of this recommenda-
tion may please be intimated. 

[L.S.S. O.M. No. 31-PU /67, dated 19-2-68]. 
FINAL REPLY OF GOVERNMENT 

The recommendation at para 118 of the 38th Report on PCDC was 
specifically examined in the Bureau of Public Enterprises at the 
instance of the Ministry of Petroleum and Chemicals. I enclose a 
copy of D.O. letter No. 2(82)/67-FI, dated the 19th October, 1967, from 
Secretary (Insurance and Plan Finance) and Director General, 
Bureau of Public Enterprises. (Appendix II). As indicated therein, 
previously some of the official Directors were representing the 
Ministries concerned on the Boards of a number of enterprises. In 
pursuance of the observation of the Estimates Committee in their 
35th Report (Third Lok Sabha) on Heavy Electricals (India) Ltd., 
the various Ministries have reviewed the position and taken steps to 
reduce the number of enterprises, on which individual officers would 
represent, to three or four. As you are aware, certain recommenda-
tions of the Administrative Reforms Commission in their Report on 
"Public Sector Undertakings" to further reduce the number of enter-
prises QIl which an individual officer would represent, are also under 
consideration of Government. these measures should in future , , , 
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ensure better attendance of oftlcial Directors in the Board Meeting's • 
.A. regards non-officlal Directors, in the above D.O. letter dated 19th 
October, 1967, the Ministries have also been requested to take into 
account the position regarding their attendance in Board meetings, 
While reconstituting the Board from time to time. 
[Bureau of Pu'blic Ente1'PTiSes letteT D.O. No. 9(64) ISS-BPE, (GM) , 

dated 30-7-1968]. 

Recommendation (Serial No. 36) 

The estm.ate of establishment expenditure made in the lst de-
taiJed project report is very much less than the later estimates. It 
is 85 yet too early for the Committee to efter CODUIlents on the staff 
position. 'l1My tnut that utmost care and eeono.y will be exer-
eisetl in worlUnc out staft requirements fo~ tire coJUtruction period, 
for production during the Brst pbase, and at tbe time of achieving 
rated capadty. (para 1%2). 

REPLY OF GOVERNMENT 

Noted. 
[Ministry of Petroleum and Chemicals O.M. No. 119(20) f67-Ferts. Ill, 

dated the 7th October, 1967]. 

Recommendation (Serial No. 38) 

In their 8th Report on Township ad Factory Buildings of Pub-
lic Undertakings, the Committee have made several recommenda-
tiollS fo_ economising in the cost of construction of townships etc. 
The estimated expenditure on townshiPs and buildings at Amjhore 
as a perceatage of the capital cost of the project is quite high. The 
Committee surgest that the expenditure on the township and build· 
ings should be in accordance with the recommendations contained 
in that Repor!.(para 129). 

REPLY OF GOVERNMENT 

Action is being taken in accordance with the suggestion. 

[MmistTy of PetToI.eum & Chemicals O.M. No. 119(20) !67-Ferts.lrr, 
elated the 20th Nooember, 1967]. 

Recommel)datioD (Serial No. 40) 

Despite a possible sa'\'ing of foreign exchange to a substantial 
edeD.t, the Committee haYe found that a sense of urgency has been 
bddng in tile implementation of tbe projed. The project was 
coaceived ill 1155, the Indian Bureau of Mines was asked in 1951 
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to establish resources and the detailed project report was prepared 
in l,96O-61. After two revisions was finally approved by Govem-
ment in January, 1965 and the production of ore is at present ex-
pected to commence by the first quarter of 1969. The Committee 
have found that there have been avoidable delays in ~ establish-
ment of this project which have been refelred to at tbeapproprilate 
places in this report. 

The overall impression gatbel'led by the Committee as a result 
of their examination is that the project has suffered from la& of 
Pl'opel' planning. The Directors have been freq1lently changed and 
the attendance at the Boardmeeting5· has been thin with the result 
that the management has also nt)t· put in the required effort. The . 
Committee are unhappy to observe that Govemment have also not' 
guided the project in its formative stages. They hope that Gov-
ernment and the company will now ensure that there is no farther 
delay and production is commenced according to the schedules laid 
down at present. (para. 132-133). 

REPLY OF GoVERNMENT 

N ote\l. Every effort is being made to :improve oil the time 
schedule for the completion of the project. 
[Ministry of Petroleum and Chemicals O.M. No. 119(20) /67-Ferts. IN, 

dated the 7th Octobe.r, 1967]. 



CHAPTER III 

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT DE. 
StRE TO PURSUE IN VIEW OF THE GOVERNMENT'S REPLY 

Rec:ommendation (Serial No.1) 

The Committee are not able to understand why factors like fiDan· 
da. pattena, ftoatatiOD of tbe company, etc. bad to be considered and 
settlecl before establish.ing adequate reserves of pyrites ore in the 
area. The first step ouPt to have been to ask the Indian Bureau of 
Mines to carry out investigation work and if the preHm;nary work in 
that recard indicated that there would be adequate reserves, the 
Miaistry eoneemed could have taken up the consideration of the 
factors referred to Hove. Thus tW the nature and quantum of re· 
serves were established the size and pattern of the company could 
aot have beea reaUstieally determined. But nearly three years were 
wasted in contemplating the formation of a company before establish. 
ment of the reset'Ves. (para 6). 

REPLY OF GoVERNMF..NT 

The action in the order of priority, as recommended, was actually 
taken. The PCDe. as a subsidiary of the NIDC, was formed in March 
1960 whereas the investigation work about Amjhore pyrites was com-
menced by the 1. B. M. in 1957 and completed in June, 1960. In fact, 
by July 1958. the I. B. M. indicated a deposit of 3.27 million tonnes, 
containing on an average, 40 per cent sulphur and less than 0.1 per 
cent arsenic. When the work was completed, 8 million tonnes repre-
sented proved deposits and a further indication of the existence of 
over 300 Tl1Ulion lonnes in the area. Approval for the preparation of 
a Detailed PrOject Report on the Amjhore pyrites was accorded in 
August. 1960. 
[Ministry of Petroleum and Chemicals O.M. No. 119(20) J67-Ferts. 

Ill. dated thE' 20th November. 1967]. 

Recommendation (Serial No.2) 

The Committee consider that the preparation of the Detailed Pro-
jed Repert us not proceeded within a systematic maDDer. The 
qu.antity of ore required was not determined correctly becaUSe it 
depeaded Oil the suitability of a process which was yet to be teste4. 
If the preparatien of tbe deqdled project report bad been taken up 
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after selecting the suitable process for the extraction of sulphur, the-
time lost in the revision of the Detailed Project Report for reducing 
the production capacity could have been avoided. (para 10). 

REPLY OF GoVERNMENT 

The quantity of the pyrites ore required did not depend only on 
the process for the extraction of sulphur from the ore. It was ob-
vious at the time the preparation of the Detailed Project lteport was 
taken in hand in August, 1960, that the ore could be utilised directly, 
subject to certain limitations, such as distance from the ore mines 
etc. for the manufacture of sulphuric acid. In fact, the . Company 
has programmed for the establishment of a 400 tonnesjday pyrites-
based sulphuric acid plant at Sindri. According to the preliminary 
reports, the Orkla Process for the extraction of sulphur from Amj-
hore pyrites was considered prima facie suitable. Pilot plant tests 
on Amjhore pyrites were carried out in November, 1960. It was 
in early 1961 that it became known, with some degree of certainty, 
that the Orkla Process would not be suitable for the Amjnore pyrites. 
The Company had accordingly to look around far another sui.table 
process which was located in Finland and is known as the Outokumpu 
Process. The technical and economic feasibility of the Outokumpu 
Process was established as a result of the pilot plant tests in 1965 only. 
In case the Company had deferred preparation of a Detailed Project 
Report till such time as a suitable process for the extraction of sul-
phur had been located and establiShed, the Report would have been 
prepared either late in 1965 or early 1966. It is true that the Detailed 
Project Report had to be revised in view of the unsuitability of the 
Orkla Process resulting in some delay in the implementation of the 
mining project. But in view of the position explained, the action of 
the Company in getting the Detailed Project Report prepared in 
1961, cannot be said to be premature or uncalled for in the circums-
tances then prevailing. It _may be relevant to point that in anticipa-
tion of the implementation of the project for the extraction of sulphur 
from pyrites ore according to the Outokumpu Process, exploratory 
operations have been commenced for the mining of additional 1 mil-
lion tonnes of ore in the Amjhore region. 
[Ministry of Petroleum and Chemicals O.M. No. 119(20) 167-Ferts. III, 

dated the 20th November, 1967]. 

Recommendation (Serial No.5) 

The Committee feel that there have been too many revisions of 
the Detailed Project Report which have eoilsequently . delayed the 
commissioning of the project.. They ate of the view that the mining 
method most suitable for the project should have been detenniBed 
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in the first instaace and only then the paeparation o~ the Detailed 
PrO~t lteport SbouJdhave'been undertaken. If this 'had been done, , 
at least teme 'reviSion eould have 'been' avoided. lJiany '&~e,tlle 'Ex~ , 
pert Committft' which examined the first Detan~d ProjeCt Report' ' 
should have gone into this technical matter thoroughly and if any 
change in mining method was needed it should have been incorpora-
ted.tthat stage itself. (para 18). 

REPLY OF GoVERNMENT 

Mining method could not be conclusively determined in the first 
instance, before the preparation of a Detailed Project Report as 
there is no parallel in the country or abroad for mining such a thin 
pyrite deposit as that at Amjhore which could be taken as a guide. 
As a matter of fact, recommendations of a suitable and safe method 
of mlining constituted the main work of the agency entrusted with 
the preparation of a detailed mining project report. Even in coal 
mining, where there is considerable experience and conditions can 
be visualised more realisUca.Hy, mining project reports usually pro-
vide for flexible methods of mining as conditions may change with 
the progress of mining. 

In the opinion of the second Technical Committee of Experts 
appointed by the Board, which included the DirectDr General of 
Mines Safety, a safe and successful mining method can be finalised 
only after gaining experience of actual mining operations (stoping) 
carned out in an experimental way fOfl" a reasonably long period of' 
time. In view of this, the layout of the mine had to be such as to 
permit a switch over, either fully or partially, from Longwall to 
Board and Pillar, or from Board and Pillar to ,LOngwall, without 
seriously affecling the mining plan. T1Us aspect was taken into con-
sideration by the second Experts Committee. 

[Mini$try of Petrqleufn. and Chemicals, O.M. No. 119 (20) /67-FeTts. 
Ill, dated the 7th October, 1967]. 

RecommendatiOil (Serial No. 10) 

In view of tbe tight foreim exchange position, Government's 
acdon in restricting the tenders to' 6ftns in ~ed countries is 
quite understandable. But the Committee do . not see any reason 
for postpoDing action to call for tenders until after tbe approval of 
the' DetalW ProjeetBeport.· They feel that valuable time could 
have beea saved If IIoththese prOcess had been completed simul-· 
taa.......,.; ()fara II). . 
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REPLY OF GoVERNMENT 

The facts of the case briefly are as under:-

In the late Ministry of C & 1's letter dated. the 7th September, 1962, 
the Company was asked, in consultation with the Ministry of Finance. 
to furnish complete details of the project estimates for the mining of 
2.4 lakh tonnes of ore per annum for the api roval of Government. 
The Co. was also advised that it may, meanwhile, take preliminary 
action for implementing the mining programme. In pUTSuance of 
this advice, the Company invited tenders for the mining ma~hinery 
in 1963. In April 1964, the Company reported that the approval of 
the Ministry of Finance be obtained to the invitation of the tenders 
in view of the instructions contained in the Ministry of Finance (D. 
E. A.) letter No. F-l (13)-GII63 dated the 28th August, 1963, (Appen-
dix III). In reply to that reference, the Company was ~nformed, on 
the advice of the Ministry of Finance that, tenders for the mining 
machinery should not have been invited in an!ticipation of the appro-
val of the project report. It was added that as tenders had actually 
been invited, no orders should be placed or commitments entered' 
into without obtaining Government's prior expenditure sanction. The 
fact remains that tenders were invited in 1963 before the necessary 
approval was accorded to the project report in January, 1965. 
[Ministry of Petroleum and Chemicals O.M. No. 119 (20) 167-Ferts. 

III, dated the 20th November, 1967]. 

Recommendation (Serial No. 12) 

The Committee feel that the Company should take early steps to 
estimate the operating cost of ANF Loaders. Since the other firm 
claims that the use of JOY Loaders would result in a saving of £S. 1%. 
lakhs per year, ·it merits close examination. The Company is em-
barking on an expansion programme of the order of one ]Jlillion 
tonnes and will require more Loaders. It would be worthwhile buy-
ing one JOY Loader for experiment sake and for purposes of com-
parative study. After working both the Loaders side by side for 
some time, their relative merits may be assessed, particularly with 
regard to operating cost, so that when the Company goes in for pur-
chase of more Loaders for its long-term needs, it would be able to 
purchase the better of the two. (para 49). 

REPLY OF GoVERNMENT 

The. operating cost of ANF loaders will be assessed after they 
have. ~n put in. USe for some time. It .has been claimed by Mts 
~rn . ~quipment & Sales Ltd. that a saving of Rs. 4000 per day 
would be effected if JOY loaders. mstead of ANF loaders were used. 
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The Comp8lny would have readily agreed to buy one JOY loader for 
experimental purposes during the expansion programme provided 
the supplier firm had offered a guarantee of the aforesaid saving in 
the maintenance and operating cost as compared to that for the ANF 
loaders. In the absence of any such guarantee, it was felt that the 
peDe should postpone the question of relative economics of the two 
types of loaders, to a period when there would be revenues coming 
into the Comt>any, for sustaining such experimentation. The cost 
of JOY loader is Rs. 41.09 lakhs c.i.f. as against Rs. 21.37 lakhs being 
the cost of ANF loader. 
[Ministry of Petroleum and Chemicals O.M. No. 119 (20) /67-Ferts. 

III, dated the 7th October, 1967]. 

Recommendation (Serial No. 15) 

The increase in cost of produdio~ of pyrites ore shows a discon-
certiq trend and the Committee would urge immediate steps to 
restrid the unit cost of production as the entire economics of the 
Sulphuric Acid Plant would be dependent on the price at which it 
gets pyrites ore for manufadure of sulphuric acid. (para 61). 

Rt:PLY OF GOVERNMENT 

There are various unknown factors in the mining of pyrites at 
Amjhore since such mining conditions do not occur anywhere else in 
the world. As such. all the problems in the exploitation of Amjhore 
pyrites could not have been visualised in the initial stages. 

After taking into account of various geological and mining consi-
derations which have been encountered 90 far, effects of devalua-
tion, increase in the price of equipment and materials, revised wages 
and salaries etc., the unit cost of mining of run-of-mine pyrite ore for 
an annual production of 2.4 lakh tonnes has been estimated at about 
Rs. 75 ex-mine 'head. Close watch is being kept to ensure that the 
unit cost of production does not go up unduly. 
[Ministry of Petroleum and Chemicals O.M. No. 119 (20) !67-Ferts. 

111, dated the 7th October, 1967]. 

Recommendation (Serial No. 16) 

In the first instance. i.e., till February, 1963 there was apprehension 
about the oft-take of pyrites ore and the first Detailed Project Be-
port was revised so as to ~ the production capaeity from U to 
2.4 Iakh tOllDeS per annum. In 1183-64 the Fertiliser Corporation of 
India Indicated • hlper demand and the Company apin thoaght of 
increasing the produdion capacity. This shows that a correct esti-
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mate had not been made of the demand for pyrites ore in the initial 
stages. (para 67). 

REPLY or GoVERNMENT 

Uptil now sulphuric acid plants based on pyrites have not been 
set up in the country. The first plant is being built by the Com-
pany at Sindri. As such, in the beginning there was some apprehen-
sionabout the off-take of pyrites. Substantial moQifications involv-
ing heavy capital expenditure have to be undertaken for converting 
sulphur based plants into pyrite based acid plants. No organisation 
in the country including F. C. I. was prepared to Wldertake such in-
vestments. Therefore the Company had no option but to set up under 
its own control the first sulphuric acid plant as a promotional mea-
sure. Due to acute shortage of sulphur in the W"Orldi market and 
WlCeItainty about its availability, the F. C. I. are now considering 
the establishment of pyrite based sulphuric acid plants at Sindri and 
Durgapur. It is not unusual for such a new venture to have to face 
such' a situation where a clear idea of the off-take of a new and non-
conventional raw material is not available in the initial stages. 
[Ministry of Petroleum and Chemicals O.M. No. 119 (20) 16i-Ferts. 

III, dated the 7th October, 1967]. 

Recommendation (Serial No. 17) 

No accurate assessment of demand for pyrites exists with the 
Company or Government. The Committee suggest that a prOper 
study should be made by a Committee consisting of knowledgeable 
persons, of the existing demand and that which is likely to arise 
during the next five years/ten years. The demand should be 
assesSed yearwise and the Company's future production programme 
should be adjusted a~cordingly. (para 69). 

REPLY OF GoVERNMENT 

No accurate assessment of demand for pyrites exists at present as 
there is neither any pyrites-based sulphuric acid unit in the country 
nor has a project for the extraction of sulphur from pyrites according 
to the Outokumpu Process, been finalised. It has, however, been 
agreed that in view of the difficult availability position of imported 
sulphur, it sho:u1d be substituted by the indilgeJ'l.01JS pyrites to the 
extent possible. As such, use of pyrites ore as a substitute for sul-
phur has to be promoted. A Working Group with Shri Kasturiran-
gan, Chief Project Officer in this Ministry as Convener, was appoint-
ed in August, 1966, to consider the measures for promoting .use of 
pyrites. The Working Group in its Report made in February 1967, 
has made certain recommendations which are under consideration. 
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An accurate assessment of· demand for pyrites can.' be made after-

the project for the extraction of sulphur from pyrites is finalised, the-
extent to which the existing sulphuric acid units could be switched 
over to pyrites is assessed and the feasibility of setting up new sul-
phuric acid units based on pyrites bas been studied in all its aspects. 

As already stated, necessary aetion in this direction has been iDi,,:, 
tiated. The recommendation for the appointment of. the Committee 
has ·been noted and will be considered at the appropriate time. 
[Ministry of Petroleum and Chemicals, O.M. No. 119(20) /67-Ferts. 

III, dated the 20th November, 1967]. 

Recommendation (Serial No. 19) 

The question of laying a railway line· has not been given the 
priority it desenes. The Company knew as e'arly as 1961 that a main 
gauge railway line would be necessary for transporting pyrite ore-
111' io Dehri·on·Sone. There is therefore no justification for the Com-
pany to have delayed the sending of the proposal to the Railway 
Board as late as March, 1964. Government also did not take any 
iDitiative in suggesting to the Company to draw up a propoSal for 
onward transmission to the Railway Board. (para 77). 

REPLY OF GOVERNMENT 

For despatch of ore to the extent of 800 tonnes a day, the construe-
tion.ofa separate BG line from. Amjhore to Dehri-on-SOne cannot be 
justified on econdmic grounds. As such, the question of construe;. 
tiOllof a railway line could not be taken up with the Railway Board 
prior to 1964. It was only after the expansion of mining programme 
to an additional one million tonne per annwn was in sight, that the 
proposal fO!' setting up a BG line assumed importance and action was' 
initiated. According to the preliminary view of the Railway Board, 
the BG line evep. for an annual traSlic of l.5 million tonnes may not 
be justified on commercial considerations. The matter is still under 
discussion between the Ministries and the Planning Commission. 
[Miaimy of PetToWum and Chemicals, O.M. No. 119 (20) l67-Ferts. 

III, dated the 7th October, 1967]. 

Recommendation (Serial No. 23) 

The Committee are not happy about spending of as. 70,000 on a' 
survey for estahHshment of an aerial ropeway On the river Sone. 
This appears to be 8Il infructuous expenditure. ' A peculiar thinK 
that was noticed. by the Committee about it was that the tenders for 
condudl'DC a survey for setting up of the ropeway were inmed in-
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April, 1965, even before the Railway Board in May, 1965 had asked 
the Eastern Railway to examine the proposal fOJ" laying a broad 
gauge railway line between Amjhore and Dehri-on-Sone. (para 81). 

REPLY OF GoVERNMENT 

Even as late as mid 1967 the Railway Board has not agreed for 
the construction of broad guage branch line. In the discussi'Ons, it 
has always been pointed out 'by the Railway AdminiStration to the 
Company that such a line could not be justified on the basis of the 
existing traffic. In view of such a categorical statement by the Rail-
way Board the Company was justified in considering the alternative 
long range method of transport of pyrites ore from mine head by an 
aerial ropeway. Preparation of estimate for aerial ropeway was 
necessary even for considering the relative merits of the various 
methods of transport. It is only after engineering survey and pre-
paration of project report have been completed that estimates can be 
drawn. For this purpose, it was necessary to initiate action to com-
plete preliminaries of survey and preparation of project report in re-
gard to the setting up of an aerial ropeway. In view of this, the 
expenditure on survey and preparation of the project report cannot 
be said to be infructuous. If, finally, it is decided not to construct a 
broad gauge railway line, it would have meant considerable avoid-
able delay if the preliminaries regarding the survey and the prepara-
tion of the project report for the ropeways had not been completed. 
If the ultimate output of the mine is 2.4 lakh tonnes per annum, the 
proposal of an aerial ropeway in the absence of construction of broad 
gauge line appears to be the only alternative practical solution on a 
long term basi:s. 

The expenditure incurred by the Company on survey and prepara-
tion of the project report is Rs. 63,500 and not Rs. 70,000, out of which 
Rs. 45,500 being fee for engineering survey will be refunded by the 
firm if the order for supply of rOlpeway is placed with it. 

[Ministry of PetroLeum and Chemicals, a.M. No. 119(20) /67-Fe,is. 
III, dated the 7th October, 1967]. 

FURTHER INFORMATION CALLED FOR BY THE COMMITTEE 

The figure of Rs. 70,0001- was based on the information furnished 
io the Committee and wars not disputed either by Government or the 
Company at the time of factual verification. 

Since the figure of Rs. 63,5001- is at variance with the one pre-
viously furnished, it may be clarified as to which figure is now to be 
taken as correct. 

(L. S. S. O. M. No. 31-PHf67, dated February, 19, 1968) 
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RI:PL Y OF GovI:aNMr.NT 

The figure of as. 70,000 was the estimated cost of detailed engi-
neering survey for feeder ropeways, main ropeway across the river, 
hydraulic soil and othervdata in the river bed along the alignment of 
the ropeway and preparation of a detailed project report. The cost of 
engineering survey was based on the length of the ropeway system, 
the rate being Rs. 3,500 per mile in addition to a lump sum amount 
in lieu of free accommodation, free transport, boarding of the survey 
team etc. The total cost of the engineering survey was dependent on 
the length of the ropeway system which depended on the ma;t suit-
able aUgnment. The 'contractors submitted. 4-5 alignments of the 
main ropeway for approval and the shortest alignment which did 
not interfere with the obstructions such as villages etc. was finalised. 
On further consideration, some items of work which could be execut-
ed by the Company departmentally at less cost, were not entrusted 
to the contractors. Some items of the work were also dropped as 
and when the prospects of Railways providing the B. G. line\siding 
to Amjhore, improved. The net actual expenditure on engineering 
survey and project report as now intimated by the Company is 
Rs. 46,437.50. It is regretted that no distinction was made between 
the estimated expenditure for the purpose of according administrative 
approval and the actual expenditure with the result that different 
figures were furnished from time to time. 

[Ministry of Petroleum and Chemicals, O.M. No. 119 (20) /67-Ferts. 
111. dated the 8th April, 1968]. 

Recommendation (Serial No. 26) 

The Committee are not convinced of the need for sending a dele-
ption prior to laboratory tests. Secondly, there was no need to 
send a delegation consisting of three persons. The Works Manager 
who was a che,mical engineer and competent to say whether the-
tests were successful or not, could have been sent and his report 
could have formed the basis for a decision. (para 90). 

REPLY OF GoVERNMENT 

Noted. It may, however, be added that the deputation of Dr. G. P. 
Kane to certain European Countries was sponsored by the Depart-
ment of Technical Development for the purpose of studying the latest 
developments in the varioUs chemical fields etc. As such, his stay in 
Finland in connection with the work of the P. C. D. C. was only an 
extension of his'deputation to the European countries. 

[Ministry of Petroleum and Chemicals, O.M. No. 119(20) 167-FeTts~ 
Ill, dated the 20th Notlember, 1967). . 
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Recommendation (Serial No. 27) 

The Committee feel that avoidable delay has been caused by 
contemplating a reference to the Fertiliser Corporation of India Ltd. 
which was later considered unnecessary, by the Board of Directors 
itself. The Committee also do not see much ,lustification for wanting 
to send another delegation to Finland for negotiating the terms 01 
collaboration for the preparation of the detailed Project RepoE't. 
Such matters could be settled by sending the requisite data and by 
correspondence. (para 92). 

REPLY OF GoVERNMENT 

The need f{)r utilizing Indian Agencies for the preparation of Pro-· 
ject Reports has been stressed by all concerned. Accordingly it was· 
felt that the Fertilizer Corporation of India which has built up a 
Planning and Development Division for preparing project reports,. 
designing and engineering fertilizer unit, should be consulted as re-
gards the preparation of a Project Report in this case. Later, when 
it was found that the FCr would not be in a position to undertake the 
task, the Company was authorized to negotiate with foreign agencies 
for the purpose. 

Dr. G. P. Kane who is an O. S. D. in the Ministry of ID & CA and 
a Director of the P. C. D. C. since its inception, was deputed to Europe-
by that Ministry in connection with certain assignment. At the re-
quest of this Ministry, Dr. Kane paid a visit to Finland for two days 
and discussed the terms and conditions for the preparation of a Pro-
ject Report with Mis. Outokumpu Oy, Finland involving an expendi-
ture of £ 35 only to the Pyrites and Chemical Development Co. Ltd. 
No delegation, as such, has been sent to Finland for the purpose. 
[Ministry oj Petroleum and Chemicals, O.M. No. 119 (20) /67-Ferts .. 

III, dated the 20th November, 1967]. 

Recommendation (Serial No. 29) 

The Committe are not convinced with the arguments regarding' 
the non-preparation of detailed Project Report. Lat~r, during his 
evidence, the Managing Director stated that since the proposed Sul-
phuric Acid Plant was the first to be based on pyrites, it was decided 
to award the contract on a turn-key basis. The contention that the 
company did not prepare the Detailed Project Report as it had the 
know-how of the process is therefore not tenable. Moreover, pre~ 
paration of a Detailed Project Report is the accepted first step for 
the launching of any project. The studies claimed to have been made-
of the demand position and cost of production are rough ones ancl 
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cannot substitute the detailed project report. In this case, the Com-
pany'. assessment of the demand for sulphuric acid in July, '62 
was for only 100 tonnes per day. The Detailed Project Report 
prepared by the Company in January, '63 therefore was for a 
capacity of 100 tonnes only. Within a DlOnth, i.e. on the 1st Feb., 
1963 when the interministerial meeting took place, it was found 
that there was a demand for 400 tonnes of sulphuric acid per day. 
This clearly shows that a systematic study was not made of the 
potential demand. In the absence of a Detailed Project RePOrt it is 
not possible to evaluate the performance of men, material and 
machinery. Nor is it possible to judge the time schedule or the cost 
of construction or later on the cost of production. The Committee 
therefore feel that it was a mistake to have dispensed with the pre-
paration of the Detailed Pl'IOject Report. (para 102). 

REPLY OF GOVERNMENT 

A Detailed Project Report in respect of the sulphuric acid project 
was not prepared in view of a number of uncertainties such as the 
cost of production of pyrites ore, transport charges from Amjhore to 
Sindri, demand for sulphuric acid in the region, particularly the Ferti-
lizer Corporation of India whose rationalisation scheme was then 
under consideration etc. However, individual studies on the various 
aspects of the cost of production of sulphuric acid were made and 
rough estimates of the cost werE: 'Prepared. 
{Minist,.y of Pet1'oleum and Chemicals, O.M. No. 119 (20) 167-Ferts. 

Ill. dated the 20th Ncmember, 1967]. 

Recommendation (Serial No. 30) 

The numn, operations at Amjhore were behind schedule and 
jn 1963 wheil the Company decided to calI for tenders for the· Sul-
phuric Acid Plant, it was known that tenders for the supply of min-
ing machinery even had not been invited by that time and produc-
tion of ore was expected to commence 700 days after the installation 
.f key mining machinery. There was thus no justifieation Or urgenCy 
to dispense with the preparation of the detailed projeet report and 
the plea that it was done "with a view to avoid delay", does not hold 
.ood since the mining project which had to supply the ore waslte-
hiIld schedule. (para 103). 

REPLY OF GoVERNMENT 

No comments. 
tMinistry of Petrol.eum. and Chem.icals, O.M. No. 119 (20) /67-Fen.. 

III. dated the 7th OctobeT, 1967]. 



Recommendation (Serial No. 31) 

The Committee consider that the time of fourteen months taken 
by the Company in selecting the successful tender for Sulphuric Acid 
Plant erection was unduly long. Judgil1l the technical competence 
of the tendering firms, price calculations eto. are usual adjuncts to 
the tendering process and by themselves they do not justify so much 
time being taken in selecting a tender. The Company should avoid 
such delays in future. (para 106). 

REPLY OF GOVERNMENT 

Noted. 

Tenders were 1nvited in October, 1963 and these were finalized by 
the Company in 1964. The final acceptance of the tender, however, 
depended upon the availability of foreign credit as the foreign ex-
change component was of the order of Rs. 80-90 lakhs. As the foreign 
credits were Wlder negotiation then, sanction of Government could 
be accorded only in January, 1965. The agreement was actually sign-
ed on the 4th June, 1965 as certain points had to be settled. 

[Ministry of Petroleum and Chemicals, O. M. No. 119(20) /67-Ferts. 
III, dated the 7th October, 19671. 

Recol1llllendation (Serial No. 33) 

The Committee are not happy at the manner in which the con-
tract for setting up the Sulphuric Acid Plant has been concluded. The 
decision to have a turn-key job appears to have been taken by the 
Board on the recommendation of the then Works Manager who ob-
viously wanted the easy way of getting the whole job executed by 
the contractors. The Board and Government have only exercised 
a superficial scmtiny and do not seem to have satisfied themselves 
about the justification for awarding the contract, on a turn-key basis. 
After securing the contract, it was understandable on the part of the 
supplying firm to show reluctance to have the contract split up. 
This should have been avoided if the tender notice itself had con·' 
tained a clause that cer;tain items of work like civil engineering 
works would be got done by the Company itself. During evidence, 
the Managing Director also concurred with this view. It is surprising 
that this was not thought of at the time of inviting tenders or the 
awarding of the contract. (para 110). 

REPLY OF GOVERNMENT 

It is not correct that the decision to have a turn-key job was taken 
by the Board On the recommendations of the then Works Manager 
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only. In the N. 1. T. tenders were invited on the basis of the equip-
ment and materials at site. It was also required to give a complete 
and independet\t quotation for a turn-key job for a plant as specified 
in the tender. The Tender Sub-Commi1tee constituted by the Board 
had examined the tenders and after careful consideration it recom-
mended that the offer should be finalised on the basis of the "Turn-
key" job. This view was accepted by the Government. 

[Ministry 01 Petroleum and Chemicals, O. M. No. 119 (20) I '67-Ferts. 
Ill, dated the 7th October, 1967]. 

Recommendation (Serial No. 37) 

So far the Company has been financed by Govemment in the form 
of equity only. Since heavier investments are ahead, Government 
will have to deeide the fature method of finaneiag the Company. 
The Committee are in favour of the finances being made avaiable in 
tile form of equUy and loan in the aCC'epted ratio of 1:1. (para 124). 

REPLY OF GoVERNMEN'J 

The projects of the Company are of promotional nature and financ-
ing of this Company, in the form of loan and equity in the ratio sug-
gested, may not suit its reQ'uirements. However, the recommendation 
will be considered after the construction stage is completed and the 
projects go into production. 

[Min.istry oj Petroleum and Chemicals, O. M. No. 119(20) I 67-Ferts. 
Ill. dated the 7th October, 19671. 

RecQIIlDlendation (Serial No. 39) 

The Committee agree that the circumstances were such that some 
tourinc w~ unavoidable because the Chief Mining Engineer had 
himself to attend to various items of work. Nevertheless they feel 
that average of 20 days tour in a month for three continuous years 
is unsustainahle. This must have inevitably affected efticient super-
vision and pI'Ogress of mining operations at the project site. 
(para 131). 

REPLY OF GovERNMENT 

The Chief Mining Engineer had to do extensive flouring during 
the period in question for the reasons-(i) the Headquarters of the 
Company then was at Delhi; (ii) he had to prepare Detailed Project 
Reports which necessitated personal contacts for discussion 3IIld col-
lecting source material; and (iii) he held for some time, charge of the 
post of Works Manager in addition to his own duties. 
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Such a situation is not likely to arise in future as the Headquarters 

of the Company has since been shifted from Delhi to Dehri-on-Sone 
and a Works Manager for the Sulphuric Acid Project has been ap-
pointed. In addition, some junior staff has been appointed to assist 
the Chief Mining Engineer in the preparation of project reports. 

[Ministry of Petroleum and Chemicals, 0\ M. No. 119(20) !67-Ferts. 
III, dated the 7th October, 1967]. 
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APPENDIX I 

(Vide recommendation at S. No. 32 page 12) 

No. F. 3(5)-PCi63 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

(DEPARTMF..NT OF EXPENDITURE) 

New Delhi, the 22nd October, 63. 

OFFICE MEMORANDUM 

SUBJECT: -Principles regarding nature and extent of foreiiIl coUa-
boration. 

The undersigned is directed to enclose a copy of the reply ~ven 
to paras 79 and 275 of the 32nd Report of the Estimates Committee 
1962-63 (Third Lok Sabha) (annexure I) together with the Com-
mittee's recommendation in para 266 of their 35th Report on the sub-
ject mentionl!d above (annexure II). It is requested that the Esti-
mates Committee"s recommendations may please be brought to the 
notice of the various Public Undertakings for information and 
guidance. 

To 

Sd/-
(E. R. K. MENON), 

Under Secretary to the Govt. of India. 

All Ministr!eslDepartments of the Govt. of India. 

".t .... ~_ 



ANNEXURE I TO APPENOIX 1 

32nd Report of the Estimates Committee 1962-63 (Third Lok Sabha) 
on National Coal Developmnt Corporation. 

-- - --------

S1. No. Ref. to Para No. Summary of Conclusions/Recommendations 
--- ----- ._--

79 As various other public undertakings have also 
sought foreign collaboration, the Committee feel 
that certain principles which should govern the 
nature and extent of foreign collaboration in a 
project should be laid down by Government for 
observance by all concerned. This is necessary 
to foster indigenoos talent and to discourage the 
tendency to go in for projects on turnkey bas-is. 
In this cOnrlection they would also-invite atten-:' 
tion to para 266 of their 35th Report (Third Lok 
Sabha) on Heavy Electricals (copy reproduced 
below):-

"The Ca.punittee do not appreciate how 
foreilgn consultants would do any work 
which is not expected of them or for 
which they are not paid. If H. E. L. 
itself had prepared and furnished to 
the Consultants the outlines and de-
signs of the auxiliary shops etc. to-
gether with the data on which they 
were based, they do not see what ob-
jection they could have taken to it. 
The initiative should hsve been taken 
by H. E. L. That apparently was not 
done. The Committee consider that 
the assistance of foreign collaborators 
should be sought only for planning and 
designing the main sections of the pro-
jects for which 'know-how' is not avail-
able in the country. For the rest the 

33 
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81. No. Ref. to Para No. 8WI1mary of Conclusions/Recommendations 

~ . 

97 275 

consultants may be asked to indicate 
their requirements on the basis of 
which the planning, designing and 
construction of auxiliary shops etc. 
could be undertaken by Indians. Be-
sides effecting considerable economy, 
this would reduce the dependence on 
foreign collaborators and instil the 
necessary co~fidence in our men. The 
Committee hope that Government 
would issue suitable instructions in 
this matter for compliance by all un-
dertakings in the public sector. In this 
connection, a reference is also invited 
to paras 76-78 of their 32nd Report 
(3rd Lok Sabha) on N. C. D. C.". 

REPLY OF GOVERNMENT 

The general principles underlying the recom-
mendation will be followed to the extent feasi-
ble. The Ministries are being requested to issue 
necessary instructions to the Public Undertak-
ings under their administrative control. 

The Committee trust that Government would 
arrange to include a clause regarding training of 
Indian personnel in designing and other specialis-
ed proceS3es wherever necessary in the agree-
ments entered' into by public undertakings with 
foreign countries. 

REPLY OF GoVERNMENT 

NOTED 



ANNEXURE II TO APPENDIX I 

Statement showing the action taken on the recommendations 
condusions contained in the Thirty-Fifth Report of the Estimates 
Committee (1962-63) on Heavy ElectricaZs \ (India) Ltd. 

Summary of ConclusionlRecommendation 
(5. No. 115 in Appendix VIII-Para No. 266) 

The Committee consider that the assistance of foreign collabora-
tors should be sought <;mly for planniiIlg and· desigriing the main 
sectiOns of the projects for which 'know-how' is not available in 
the country. For the rest the consultants may be asked to indicate 
their reqUirements on the basis of which the planning, designing 
and construction of auxiliary shops etc. could be undertaken by 
Indians. Besides, effecting considerable economy, this would re-
duce the dependence on foreign collaborators and instil the neces-
sary confidence in our men. The Committee hope that Government 
would issue suitable instructions in this matter for compliance by 
all undertakings in the public sector. In this connection, a refer-
ence is also invited to paras 76-78 of their 32nd Report (3rd Lok 
5abha) on N. C. D. C. 

REPLY OF GOVERNMENT 

The general principles underlying the recommendation will be 
followed to the extent feasible. The Ministries I Departments have 
been requested to iSSUe necessary instructions to the Public Enter-
prises with which they are concerned [vide· O.M. No. F. 3 (5) -PC 163, 
dated the 22nd October. 1963·.] The policy is to avail of con~l
tancy services from abroad only when unavoidable, and when the 
same cannot be secured from in~Hgen()\.1s sources, 

-See pa~32 
35 

2970 (AU) LS-4. 



APPENDIXD 

(Vide r~4WioIl at s.rial. Me.·~ pue 13) 

P. GOVINDAN NAIR, 

D. O. No. 2(82) 167~FL 
SECRETARY 

OOV~ OF INDIA, 
MINISTRY OF FlNANCP!. 

NEW DELHI. 

SECRETARY (INSURANCE & PLAN FINANCE) " 
DIRECTOR-GENERAL. 

l~~r, 19f7. 
My dell' (Seaetarl_ ext A.dmi1UM.rai1ve 1Iiai8tri_ 

oonoemed with Publie Entarprise8) 

The l»arliaInentary Conunittee on Public UndertUi.np in their 
38th Report' (March, 1967) on Ppites and ChenticcUf De~lQPMJl~ 
Company Ltd., have referred to theueed fQr devi$i:ni a witable 
proc:edure to ensure the attendance of Director~ at ~ meetings. 
The Committee recommended that "where a Dirt:CtQr fails to attend 
Botr4 meettngJ regularly, he $hould :be remov~ frQm otu.ce and. 
should also be debarred from appointment upon aoard8 of otber 
public undertakings." 

2. PreViously, some of the offtcial directors were representing the 
Ministties concerned em the Boards of a number of enterprises, In 
pursuance of the observation of the Estimates CoJmIlittee in their 
35th Report (Third Lok Sabha) on Heavy Electricals India Ltd.. the 
varioUtS l4ilWitries ~o\.lld have now reviewed the 'positioa alld. taken 
steps to reduc:e the number of ent.erpr'Ui,es, on wl:U.ch individual oftl~ 
cers would represent, to three or four. In the Finance Ministry we 
have also recently reviewed the pofIition in Uli$ regard.. Under the 
revised. arrangement, no officer of this Ministry would serve as 
Director in more than four Public Enterprises. 

3. These measures should, in future, ensure better attendance of 
offlcial directors in the Board meetings. 

4. As regards non-official directors, the administrative Ministries 
are also requested to take into account the position regaTding their 
attendance in Board meetings, while re-constituttng the Board from 
time to time. 

YOU1'li~, 
Sd/~ 

P. Govi~ Nair. 
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APPENDIXID: 

(Vide reeomm.endation at 51. No. 10 page It) 
No. F. 1 (13) -G.I. (I) 183 

GovERNMENT .. OF INOlA 
MINISTRY OF FINUQ: 
(~ OF ECOl'OKl'C AFNDa) 

New Delhi, the 28th August, 1983. 

Shri Y. T. Shah, 
Joint Secretary to the Govt. of India. 

~ Chief Secretaries of the State 
Governments & Union Territories 
(As per standard list) 

Sub: -Release of foreign exchange for imports on Government 
account-Procedure regarding. 

Sir, 

I am directed to refer to the Department of Economic Affairs 
letter No. 1(1) EF(B)157-C dated the 8th January, 1967 wherein it 
was laid down, inter aLia that prior approval of the Ministry of 
F'inance (Department of Economic Affairs) would invariably be o~ 
tained before entering into negotiations with foreign suppliers of 
goods and services. The need for taking prior approval of the De-
partment of Economic Affairs in all such cases has further been rei-
terated in the I. & P. Ministry's circular letter No. FERI-8 dated the 
31st January, 1963 addressed to all the State Governments. Despite 
these instructions, instances have come to notice where State Gov-
ernm.en~ and Electricity Boards have entered into commitments in-
volving fureign exchange, without obtaining prior approval as re-
quired. In one recent case, not only were orders placed by a State 
Electricity Board without obtaining prior approval for release of 
foreign exchange, but it was also found on detailed examination of 
the case that the ofter accepted was not the lowest technically suit-
able one. In these circumstances, this Ministry was· unable to agree 

31 
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to the re1eue of foreign exchange even though a commitment had 
been made by the State Electricity Board. 

2. The importance of following the above noted instructions can-
not be over em.phuieed especially in the present context when 
foreign exchange situation of the country is particularly diftlcult. It 
is necessary for all concerned to exercise the utmost control over 
foreign exchange expenditure and the prescribed procedures must 
be followed. It is also reiterated that in future, foreign exchange 
will not be released if commitments are made without the prior 
approval of Ministry of Finance (Department of Economic Affairs) 
and that it damages have to be paid for the cancellation of any such 
commitment, it may not be possible to release foreign exchange for 
that either. 

3. It is requested that suitable instructions may kindly be isSued 
to all concerned on the IUbject. 

Yours faithfully, 
Sd/- (Y. T. Shah). 

Join.t Secretary to the Govt. of In.dia. 



APPENDIX IV 

(vide para 4 of Introduction) 

Analysis of the action taken by Government on the recommendations contaitled 
in the Thirty-eighth Report of· the Committee on Public Undertakings 

(Third Lok Sabha). 

I. Total number of recommendations made 

2. Recommendations which have been accepted by 
GoVernment (vide SI. Nos 3,4, 6, 7, 8, 9, II, 13, 
14, 18, 20, 21, 22, 24, 25, 28, 32, 34, 35, 36, 38 
and 40 

Number 
Percentage to total 

3. Recommendations which the Committee do not 
desire to pursue in view of Government's reply 
(vide Sl. Nos. 1,2,5, 10, 12, 15, 16, 17, 19, 23, 
26, 27, 29, 30, 31, 33, 37 and 39) 
Number 
percentage to total 

4. Recommendations in respect of which replies 
of Government have not been accepted by the 

22 

55% 

18 

45% 

Committee Nil 

s· Recommendation in respect of which replies of 
Government are still awaited Nil 

39 
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SL Name of Agent Agency SL Name of Agent Agerlcy 
No. No. No. No. 

Dm-HI 33· Oxford Book & Stationery 68 
Company, Scindia House. 

:24- JainBook AgenCy. Con- I! c::onnaugbt Place. New 
naught Place. New Delhi. Delhi-I. 

i 
25· Sat Narain & SODS. 3141, 3 34- People's Publishing House, 76 

Mohd. Ali Bazar, Morl Rani ]hansi Road, New 
Gate, Delhi. Delhi. 

.26. A.tma Ram & SODS, Kash- 9 35· The United Book Agency, 88 
mere Gate, Delhi-6. 48, Amrit Kaur Market, 

Pabar Gan;, New Delhi. 
.27. J. M. Jaina & Brothers, II 

Mori Gate, Delhi. 36. Hind Book House, 82, 95 
Janpath, New Delhi. 

28. The Central News Agency, IS 
37· Bookwen~ 4, Sant Naran 96 23190, Connaught Place, 

New Delhi. karl Colony, Kingsway 
Camp, Delhi-9. 

.29. The English Book Store, 20 MANIPUR 7-L, Connaught Circus, 
New Delhi. 38. Shri N. Chaoba SinJh, 77 

News A~ent,RamlaI Pa 
30. Lakshmi Book Store, 42, 23 !figh chool Annexe, 

Municipal Market, Janpath, Iniphal. 
New Delhi. 

A.GENTS IN FOREIGN 
31• Bahrcc Brothers, 188 Laj- 27 COUNTRIES 

patrai Market, DeIhi-6. 39· The Secretary, Establish- 511 ment Department, The 
32- Jayana Beak Depot, Chap- 66 High Commission of India 

parwala Kuan, Karol Bagh, India House, Aldwych, 
New Delhi. LONDON, W.C.-2. 
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