
c.P.u. No. 107 

COMMITTEE ON PUBLIC .UNDERTAKINGS 
(196S-69) 

TWENTY-THIRD REpORT 

(FOURTH LOK SABHA) 

Action taken by Government on the recommendadons 
contained in the Twenty-Fourth Report of the 

Committee on PubHc Undertakings (Third 
Lok Sabha) on the Neyveli Lignite 

Corporation Ltd. 

MINISTRY OF STEEL, MINES & METALS 
(DEPARTMENT OF MINES AND METALS) 

'.1 gLOK SABRA SECRETARIAT 
>I'~ NEW DELlII i' September, 1?68/Bhadra, 1890 (Saka) 

Price : Rs. 0.90 



LIST OF AUTHORISED AGENTS FOR THE SALB OF LOK SABIfA 
SECRETARIAT PUBLICATIONS 

St. Name of Alent Acency SI. Name of Alent ~ No. No. No. 

) AN})HRA PRADESH II. Charlet Lambert & Com-
AnJbra UnivenJ.tJ Go-

panY.lo~ AlababDa 
I. Gandhi ll.oad. Oppc>-

neral Cooperative aire Oodt Tower, 
S1OI'CS Ltd •• Waltair Fort, Bombay. 30 
(VilWduapatnam) 

u. The eurr. Book. Ho,*" • G. R. Laksbmipathy ldaruti l.me. Raabu-
CbeUyand SoDs, Gc- J oath Dldaji Street • 
.aeral MerdwItJ and BombaY';'I. 
Newt Aaeuts, Newpet. 
Chandrqirl. Chittoor ! 3· Deccan Book 5t111, Fer-District . 94 gusoo College Road, 

ASSAM Peon.-•• 6, 
3· WettetO Book Dep.>t, RAJASTHAN 

PauBa%ar.Gaubati . 7 

BIHAR 14· InformatioD Ceutrc, Go-
vernmeot ofRajalthan. 
Tripolia, Jaipur City. 38 

4· Amar Kitab Ghar. POIt 
UTIAR PRADESH Dos 78, DiqoDIII Road. 

J.msbedpur • 37 
Iodustrial 15· Swastik 

GUJARATj WoW, tt,HoU Street 
Meerut' . . 

s· V~torct,. Station 
Law Book Company, AnaDd . 3$ 16. 

Sudar Patel MUg, 
tI. The Now Order Book AUababad-t. 

CompanJ,Bllia Bridie. 
Abmcdabld-6, , 63 WEST BENGAL 

MADHYA PRADESH Gnotb.lob. Sll, Am-17· 

" Modern Book Houte. bica MookDujeeRc.d, 
Shiv Vilat Palace, BeJabaria. 24 Pup-
ladort. City 13 oat. 10 . 
MAHARASHTRA 18. W. Newman & Company 

Mia. Sun4erd8. Gian-
Ltd.. 3. Old Court 

8 House Sueet, Cal-
Chand. 601. Gitpum <:una 
Road. Ncar PriDceM 

6 Stteet, Bombay.-a • 19· Firma K. L. M~tt~-
The lntcmaUonal Book 

dbyay.6/1A, Ban -
9· 11UIlAkrurLane. Cal-

HOUIe(Privalc) Limi- cuna·u 82 
ted. 9, Aah Lanc.Ma-
atma Gandhi Road, DEun Bombay-I. 2a 

10. The ltI&emadoDal~ 20. JainBook=CY, Con-
StniCtpDeccd.Gym- I 

,-26 =-. " N~ ~~ . 



Twenty-Third Report of the Committee on Public 
Undertakin';s (1938-69) on Action T~en by Government 
on the recommend~tions contained in the Twenty-Fourth 
Report of the Committee on Public UndeI't~in6s (Fcurth 
10k S abha) on the Neyvcli Ligni te Corporation Ltd. 

Sl.No. ef 
Fage recommend a.- Line For Reru:l 

:tlQB 
December, 1968/ Cover .-- 15 Septombor, 

1968/Bhadra, Agr nh au an a, 18 90 
18 9:) (SAlta) (Saka) 

vi 10 S~tember 9, J;2~ emb~t ~'''~..a/ 
1 8/Bhadra Agr'.hayana 9, 
18 18~(S) 1890 (8) 

1 - 3 BuiINDING BUlL Dl llJG 
3 31(Para 8) 4 after 'sGam' 

ins~It ' and' , 5 32(Para 14) 1 after 'tonnes r 
insert ~ , . , 

" 1 in is 
" 7 Governments Gov~rnment I s 

31 , 25 Clap Clay , 21 S 3ptember 9 DecemLer l~l96Jl ..... , 
.lOOS A6rahayana 19, 
Bhadra 18, 18~ (8) 
1B~(8) 

28 1 v.& Co B.& Cr 
32 21 Clap Clay 



CONTENTS 

Co~IPOSITION OF THE CoMMITTEE 

INTRODUCTION 

1.. Report 

II. Recommendations that have been accepted by Government 

III. R~commendations which th: Committee do not d~sirc to 
plr sue in view of Govcmm :"t'5 reply 

IV. RI. ... --omm.!Ildations in respect of which replies of c;(,wrnment 
hav;: not been accepted by the Committee 

V. R~mm:ndations in respect of which replies of Government 
a~e still awaited 

ApPENDIces 

I. R<:ply of Government to r~commcr.dation at 51. No. 14 

11. Reply of Government TO recommembtion at SI. No. ~~ . 

Ill. Reply of Government to recommendation at 51. No. ~8 

I V. Reply of Government to recommendation at SI. No. 32 

V. Analysis of the action taken by Government on the recom-
mendations contained in the 24th Rep:m of the Committee 
On Public Und~rtakings (Third Lok Sabha) 

PA08 

(iii) 

(v) 

I 

8 

2$ 

49 

50 



COMMITTEE ON PUBLIC UNDERTAKINGS (1968-69) 

CHAIRMAN 

Shri G. S. Dhillon 
MEMBERS 

2. Shri C. C. Desai 
3. Shri Surendranath Dwivedy 
4. Shri Bhogendra Jha 
5. Shri S. S. Kothari 
6. Shrimati T. Lakshmikanthamma 
7. Shri Krishnan Manoharan 
8. Shri S. N. Shukla 
9. Shri Prem Chand Verma 

10. Shri Chandrajeet Yadava 
11. Shri N. K. Bhatt 
12. Miss M. L. M. Naidu 
13. Shri Gaure Murahari 
14. Shri Rajendra Pratap Sinha 
15. Shri D. Thengari 

SECRETARIAT 

Shri N. N. Mallya-Joint SecTetary. 

Shri A. L. Rai-Deputy Secretary. 

Shri M. M. Mathur-UndeT Secretary. 

i iii) 



INTRODUCTION 

I. the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to submit the Report on their behalf, 
present this Twenty-third. . . Report on the Action Taken by 
Government on the recGlIllIloIendations contained in the Twenty-
Fourth Report of the Committee on Public Undertakings (Third 
Lok Sabha) on Neyveli Lignite Corperation Ltd. 

2. The Twenty-Fourth Report of the Committee was presented 
to the Lok Sabh~ on the 26th April, 1966. The teplies to the recom-
mendations contained in the Report were recei ved 011 the 9th, 19th 
and 24th August, 1967. Further information desired by the Com-
mittee in respect of certain recommendations was furnished by the 
Government on the 19th December, 1967. Replies of Government 
in respect of three recommendations had not been received till the 
2Rth August, 1968 when the Committee finally considered the replies. 

3. The Committee considered the replies on the 28th May, 1968, 
the 13th August, 1968 and on the 26th August, 1968. They approved 
Chapter I of the draft Report and authorised the Chairman to fina-
lise thE' Report for presentation to Parliament on the basis of their 
decisions. 

4. Tht: Report has been divided into the following five Chapters:-
\ 

(i) Report. 

(ii) Recommendations that have been accepted by Govern-

ment. 

(iii) Recommendations which the Committee do not desire to 
pursue in view of Government's reply. 

(iv) RecOmmendations in respect of which replies of Govern-
ment have not been accepted by the Committee. 

(v) Recommendations in respect of which replies from Gov .. 
emment are still awaited. 

5. An analysis o~ the action taken by Government on the recom-
mendations contained in the Twenty-Fourth Report of the Commit-
tt'e on Public Undertakings (Third Lok Sabha) is gjven in the Ap-

ev) 



(vi) 

pendix v. It would be observed therefrom that out of 49 recommen-
cWtlon!' contained in the Report, 58.16 per cent have been. accepted 
by the Government and the Committee do not desire to pursue 24.49 
per cent of the recommendations in view of Government's reply. 
HepJies in respect of 11.23 per cent of the recommendations have not 
be'en accepted by the Committee, while replies in re~pect of 6.12 p~r 
cent of the recommendations are still awaited. 

Nr.w DI:Lm:; 

September 9, 1968. 
»hGdra·TS, 189Cr(S). 

G. S. DHILLON, 

Chaitm4l'l. 
Committee on PuMic Undertakings. 



CHAPTER I 

A. COLLAPSE OF UREA DRYING AND COOLING PLANT 
BULINDING-PARAS 92-97 OF TWENTY -FOURTH REPORT 

(THIRD LOK SABRA) 

Recommendaticm (Serial No. 23--Para 97) 

The Committee at the time of examination of the working of 
Neyveli Lignite Corporation Ltd., in 1966 noted that one of the main 
reasons for the collapse of the Urea Drying and Cooling, Plant build-
ing of the Neyveli Lignite Corporation Ltd. was the faulty or incom-
plete design supplied by the ·designers. 

2. The Committee were informed that in the drawings supplied 
bY' M!l'I Engineering Construction Corporation Ltd., certain details, 
which should have been mentioned, had not been given. There was 
also no able designer to check the designs supplied by the collabora-
tors. Again, the Corporation had undertaken to execute almost all 
civil works departmentally but the Corporation engineers employed ' 
on this work lacked experience in R.C.C. works of. this particular 
type of construction. 

3. The Committee in para 97 of their Twenty-Fourth report on 
Neyveli Lignite Corporation Ltd. had accordingly oblerved that the 
main and contributory reasons for the collapse of the building were 
(i) faulty Or incomplete design supplied by the design'ers, (ii) non-
availability of any experienc~d engineer to check the design, (iii) 
employment of engineers who did not have experience in this parti-
cular type of construction, and (iv) execution of the work without, 
first obtaining detailed drawings. Reasons given in items (ii), (iii) 
and (iv) are within the Corporation's responsibility. The execution 
of work without obtaining detailed drawings was not ·proper. If 
detailed drawings had not been supplied by Mis E.C.C. Ltd., the 
Corporation· should htlve first obtained them from the firm or, else 
should have had them prepared before undertaking execution of the 
work. Such neglect can result in heavy losses and even involve 
loss of life. The Corporation should ensure that the designs sup-
plied by outside agencies are checked by its own construction en-
gineers -and that there is no detect in the execution of work. 
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4. The Government, in their reply, have stated that when a finn. 
is entrusted with the work of preparing designs the responsibility 
for the correctness of the design furnished by them rests on them. 
It would be very difficult, expensive and redundant for the user 
undertaking to have its own estal:>1ishment to check the. correctness 
of the d~gns furnished by the designs organisation. 

5. The Committee are not convinced with Government's reply. 
It hlbl been admitted by Government in their reply that a person 
with previoul experience of heavy concrete structures would have 
d(~tected the inadequacies of designs. The Chairman of the Corpora- , 
tion had also stated during evidence that an experi~nced engineer 
w'luld have detected faulty expression of the designs. So far as 
the responsibility of the designers is concerned, against a loss of 
RI. 2.38 lukhl. a penalty of Rs. 7,994 was recovered from the desig-
ners 1n this cue, as under the contract, designers' liability for defec-
tive design was limited to only 3 per cent of the estimated cost of 
elvU works lor which the deslps wen supplied. The Committee 
would, therefore, Uke to reiterate the earlier recommendatioa that 
tbe Corporation should euaure that the desips SlIpplied by outside 
apnei_ are checked by its own c:on."nJdion engineers. In case it 
I" not r~ .. ibJe to have aD establishment for this purpose. an encmeer 
on tho .a.,tt haviD« .sufBdent experience in the line should check such 
deal, ... 110 a. to obviate the poasIbilit)" 01 SIKh inddents occuring in 
hatare. The Committee also refl)mmend that contracts with desie-
nen should provide for maximllDl possible compensation for defec-
tive dMirns ond not limltt'd to a minor percentage of estimated 
coats. 

B. CLAY WASHING SCHEME (SUSPENSION OF PRODUC-
TION OF CLAY) PARAS 130-31 OF TWENTY-FOURTH 

REPORT 

RecommeJlldalion (Serial No. 31 Para 131) 

6. The Committee noted during the courSe of their examination 
of the Corporation that the production of washed clay was suspended 
in July. 1965 as sufficient clay for continuous running of the plant 
was not available. They were informed that difficulties had arisen 
In selective mining 01 the clay available with the specialised mining 
t'<Juipment. As the day seam was erratic with varying thickness 
and was found to occur in patches and pockets, the "eXcavator was 
unab1e to remove the clay. These difficulties in actual excavation of 
clRy by the specialised mining equipment were not foreseen at the 
time of submitting the Project Report. .-\5 a result, the clay washing 
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plant woul~ be run only when stock of clay was enough to run the 
plant continuously for at least six months and the clay would be 
excavated only when it occurred in minable thickness of 3 metres. 

7. The Committee accordingly observed that the future prospects 
of the scheme were uncertain. This was another instance ·where 
machinery with excessive capacity had been Q'lfchased from abroad 
without carrying out any advance studies. . 

8. The Government, in their reply have stated that advance stu-
dies were in fact made to find out the prospects of clay washing 
plant and these revealed the existence of large quantities of raw 
clay above the lignite seam. good demand for the washed clay. 

But the Chainnan of the Corporation had stated during evidence 
that the investigations carried out in the past related only to lignite 
and sufficient data was not collected regarding clay. He had added 
that the recovery of clay in sufficient quantity was only a reasonable 
expectation. 

9. The Committee are not satisfied with the Government's reply. 
From the fad that saftldent day is not available f9r continuous 
nQUliag of the plant, it appears that the Corporation did not tarry 
out detailed prospecting so M to determine the exact nature of the 
clay seam.. The COrporatiOll p~ to launeh tbe scheme on the 
basis of mere presence 01 the clay above the ligDite seam. They feel, 
had tbe nature of the clay seam been proved sufti~iently, tbis un· 
~nomk venture (:ould bave been aVoided. 

10. The Government have further stated in tbeir reply that it may 
not be corred to say that the capacity of tbe plant is excessive. The 
plaDt purchased was of the lowest possible capacity for a unit of 
this type. It has to be of sufticlent capacity to be economically viable. 
The Committee are, however, not convineed of the economic viabi. 
lity of the plant. It is evident from the foreeoiDg parlNfraphs that 
the future pl'Q5pects of the plant are unurtain and whatever may 
be the capacity of the plant, it is redundant in as mum as it could 
not be sustained as a separate unit and had to »e attached with the 

·Tbe Fe:rtilizer Corporation of India bad p~ twO stalJ1t)inc DlIIItbines (costin, 
about lb. I' laths) which had been tyin, idle for lbe lalt seven year. (see para 29 of the 6tb 
~ ofw CDuuninee on hblic t.il'!4ertath:p.) 



4 Min'" Scheme. The Committee feel that Govel'1UllleDt sboaId _Ye 
probed into the failure to eury out .uflieient inVe8tiptioas ahoat 
the quantllm of day available as admitted by the Chairmaa duriDI 
evideoee. The Committee are unhappy that such an investigation 
baa a..n delayed 110 long. They desire that the .-atter should be 
investicated DOW and responsibility fixed. 

C. DISCREPANCIES IN FIGURES or STOCK. OF CLAY-PARAS 
134-135 OF TWENTY-FOURTH REPORT 

RecollUDeDdation (Serial No. 3Z-Para 135) 

11. The Committee were informed during evidence that out of 
the bo..)k figures of washed clay, 3191.502 tonnes had to be written off 
due to over-estimation. The Chairman of the Corporation had stated 
that ill the initial operation of the plant the weight of the washed 
dilY was estimated from the number of filter cakes formed 888UIIl-
lIli an average of 28 per cent as rate of recovery becauae the plJJnt 
dId not have any mechanism for weighment. Production flgurt'S 
were not cheeked for a period of 16 months and sales were effected. 
It was then noticed that the quantity available In stock did not tally 
with the book figures. A check revealed that there was shortage of 
nearly 319.1.502 tonnes of washed clay. 

12. The Committee, therefore, regretted that the quantity of wuh-
~d clay produced was entered in the books on approximate buis 
.vHhout carrying out actual weighments. They observed that the 
tOLal quantity of clay produced till 1964-65 was itself not much. That 
the variations in book figures and the actual stock showed a shortage 
o( 3191.502 tonnes is all the more surprising. Perhaps the washed 
clay was also sold without weighment. The Committee were not 
~'onvinccd with the reasons given in this connection and desired that 
the matter should be investigated and responsibility fixed 

13. The Government in their reply have stated that the Corpora-
tion have sinCi! carried out detailed investigation about stock short-
age, These have revealed that sales were made only after weigh-
ment and records have been maintained to this effect. But this is 
only In regard to ODe aspect of the observation of the Coinmittee. 
ReRarding the reasons for shortage it has been reiterated that the 
weight of washed clay taken to stock was assessed from the number 
t,r wet cakes taken out of the presses. 

14. ,.... c..u.uUee are Del .tided with the reply of tIae «ley ... -
ment. CeasideriA. the quantity of day pa.". till ~t 15 ,.,. 
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was only 8M5 ton Des a shortage ;>f 3191.592 tonnes iD surprisi .... But 
DO convincing explanation of the discrepancy is forthcoming. The 
reasons given so far do not justify the high percentage of shortage. 
The Committee had desired that the responsibility 'for this shortage 
ought· to be fixed. But they regret to note that nothing has been 
statt"d in this regard "hy the Government in their reply.· The Com· 
mittee atre surprised at the Governments silence over the question 
of fixing of responsibility for shortage of clay Imd reiterate their 
earlier recommendation. 

D. APPORTIONMENT OF PROFITS-PARAS 203-211 OF 
TWENTY-FOURTH REPORT 

K~commendation (Serial No. 48-Para 210) 

15. While considering the- return on investments made by the Cor-
poration tbe Committee noted that net profits of the Company after 
providing for depreciation, amortisation and interest on the entire 
capital at 4 per cent per annum are to be shared by the Govern-
ment of India and the Government of Madras in proportion of 75 per 
cent and 25 per cent. The share of profit allowed to the State Gov-
ernment is in lieu of royalty and the other payments due to that 
Government for the lignite. 

16. During evidence the representative of the Ministry stated that 
a number of factors were taken into consideration before arriving at 
th£' arrangement for profit sharing. It was stated that Madras G<>v-
emment had taken preliminary steps for this project and its coopera-
tion in respect of land and other things was necessary for the suc-
cessful implementation of the project. On actual calculations it was 
found that profit sharing was more advantageous to the Corporation 
as compared to the grant of royalty to the State Government. 

17. But in 1960, it was estimated that the gross income from the 
Integrated Project after providing for depreciation amortisation and 
interest would be Rs. 555.2 lakhs. On this basis the share of net pro-
fit (25 per cent) payable to the Government of Madras would be 
Rs. 139 lakha. The Ministry had stated that under the profit sharing 
arrangement, the Madras Government would get about Rs. 541akhs 
more than what they would have got if they were to be paid royalty 
with profit proportionate to their investment. 

18. The Committee were also informed that according to the esti-
mates at that time the gross income from all the unIts of the Inte-
grated Scheme would be Rs. 642.42 lakhs. 'nte amount payable to 

·Tbe Goverr ~t fUTr itbed funhet- clari6cafio"l rqprdina tbis matter when ,he rrport 
W"lellt to the Miristry for factual ver.ficatio~. Thil has Nen in COrporlttd in the reporl 
a'~ixIV .. 
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Madras Government by way of its share in profit would thus be 
larger than what was estimated in 1960. 

19. The Additional Deputy Comptroller and Auditor General 
(Rlys) stated during discussion with the Committee that he was not 
aware of a similar arrangement regarding profit sharing having been 
made by the Government of India in any other company. A similar 
statement was made by the Secretary of the Ministry during his evi-
dence before the Estimates Committee in 1960-61 during the c,ourse 
of their examination of Neyveli Lignite Corporation. 

20. The Committee, therefore, observed that a departure from the 
normal commercial practice has been made by entering into a profit 
sharing arrangement with the Madras Government. The argument 
put forward by the Ministry that the cooperation of the Madras Gov-
ernment in obtaining land and other facilities was necessary for the 
successful implementation of the scheme i'8 not tenable because such 
considerations apply in the case of all public sector projects of the 
Central Government. As regards the financial implications of the 
profit sharing arrangement, the representative of the Ministry had 
stated that the profit sharing arrangement was more advantageous 
than payment of royalty on lignite. But earlier in 196~1 the in-
formation given was that Madras Government would get about Rs. 54 
lakhs more by the present arrangement than what they would have 
got by way of royalty. The Corporation had not yet started earning 
profits and as such the amount payable to the Madras Government 
could not be assessed. :rhe Committee were not fully convinced 
whether the profit sharing arrange~ent would be advantageous to 
the Corporation and desired that the matter should be reviewed. 

21. The Government, while furnishing the reply to the above re-
commendation. have stated that the matter has been examined in 
consultation with the Ministry of Finance and it is felt that the exist-
ing arrangement for the sharing of 25 per cent of the net profits with 
the State Government should continue, as the circumstances have 
not substantially altered to warrant a review at this stage. 

2Z. The Committee are not convinced with the reply of the Gov-
enuneat in .5 much as the coasideratious that weighed with the 
GGvernment to ~tinue this arrangemeDt have not been made clear. 
Also the cin:1UI8tances whkh led the Government to anive at the 
arrancement for proftt shariac and which still iD the opinioa of the 
Gove ....... ent justify the continuaote of this arr&DgemeDt have not 
heea explaiDH. The only 8I'J'l1IfteDt ia favour of this arraapinent 
advuu:ed by the repnsentative of the Miaistry, duriac evideace 
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that the co-operation of the Madras Government in ohtaining land 
and other facilitiesw8s necessary for the successful implementation 
of the scheme was not considered by the Committee as tenable as 
such considerations apply in the case of all public sector projects of 
the, -Central Government. The Ministry itself had admitted in their 
note dated 31st March, 1961 to the Estimates C91!1mittee that under 
the profit .sharing arrangement the Madras Government would get 
about Ks. 54 lakhs more than what they would have got if they were 
to be paid royalty with profits proportionate to their investment. The 
Committee suggest to the Government to re-open this "!atter and 
discuss it with the Madras Government. Since Central Government 
projects are located throughout India, there should be uniformity 
in terms and conditions governing them between the Centre and the 
States. The Committee feel that as the State Government was not a 
share holder, sharing of profits was not a correct commercial prac-
tice. In fact, payment to the State Government should have been 
only in the shape of royalty and should not have been linked with 
profits. 

*E. REPLIES NOr RECEIVED 

Recommendations: SI. Nos. 14, 22. 28 (Paras 58, 91, 117) 

23. The Committee regret to note that even after a lapse of more 
than two years since the presentation of their. report final replies to 
the above recom~endations have not been furnished hy the 
Government. 

-------------
·The replies to Recommendations at serial Nos. 14, 22 and 28 were furnIshed t.y the 

Government when this RepOrt was scm 10 them for factual verification. Their replies have 
heen incorpOrated in the report as Appendices I, II & III respectiyely. 



CHAPTER n 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Reeommeadation (Serial No. ") 

For the purpose of QCcurate cost control and m4nagement effi-
ciency, it is necellsary to have accurate weighment of lignite supplied 
to the comu.ming units. The COTpO'Tation should have conside1'ed the 
qUfttion of imtalling a weightometer much earlier. , This should be 
itutaUed now. (ParagrtJph 23). 

REPLY OF GOVERNMENT 

Determination of the quantum of lignite supplied by Surveying 
is normally done even in advanced countries. However, as a mea-
sure of abundant caution the Corporation have sInce installed 
weightometer on the Ugnite conveyor at mines end. 
[Mini,..", oj St:eel, Mines & Metals (Deptt. of Mines & Metals), 

O.M. No. 10(32) j66-CX dated 9th Aug., 1967]. 

Recommendation (Serial No.5) 

It appears that the Corporation is in favour of setting up of a steel 
plaftt in the South, based on Neyveli lignite. But the Committee, 
regre.t to note that the Ministry of Mines and Metals has not c0nsi-
dered this matter. In fact the representative of the Miniatry thought 
that it was for the Iron Ilnd Steel Department to decide the issue. 
The Ministry oj Min"s and Me.tals which is the administrative Miftis-
try for the Neyveli Lignite. Corporation should have taken moTe 
interest in thie: maUer. Advance planning for increasing the produc-
tion of lignitE.' will abo be neces!tary if it is decided to use lignite for 
production of pig iron. The Ministry of Mines and Metab should 
pur$U~ the ftI.alter toith the Mini."ttry of Iron and Steel. 
(Paragraph 28). 

REPt. Y OF GoVERNMENT 

The Department of Iron and Steel being the administrative Depart-
m~nt for matters pertaining to iron and steel. the question of utilisa-
tion of Neyveli lignite from the second mine cut for iron and steel 

8 
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production was studied in consultation with that Departmen t. Stud-
ies conducted in the Department of Iron & Steel in this regard have 
revealed the technical possibility of a steel plant based on Neyveli 
Lignite, but the economic feasibility of the plant has yet to be estab-
lished. The necessity for the plant in the context of the demand 
for steel in the Fourth Plan and resources position has also to be 
reviewed. The matter is under active consideration of the Depart-
ment of Iron & Steel and the Department of Mines and Metals will 
continue to pursue the matter with that Department. 

[Ministry of Steel, Mines & Metals (Deptt. of Mines & Metals), 
O.M. No. 10 (32) 166-CX dated 9th Aug., 1967]. 

Recommendation (Serial No.6) 

The ditJiculty of transportation of lignite will be eased With the 
completion of the Salem-Bangalore metTe-gauge link. The CorpoTa-
tion should examine the possibilities of utilisation of lignite by the 
MysOTe ITon and Steel WOTks. (Paragmph 30). 

REPLY OF GOVERNMENT 

It will not be economical to transport lignite with over 50 per 
cent moisture content to the Mysore Iron and Steel Works, Bhadra-
vati, nor is such transportation feasible because of combustibility of 
lignite on long exposure to air. The M.I.S.W. are at present con-
ducting trials· using caTbo1lised lignite briquettes (LECO and the 
results so far achieved are encouraging, but some more trials for 
which the N eyveli Lignite Corporation are arranging to supply 
Leco, are necessary, before the final results are known. If the use 
of Leco in this works proves feasible, the Corporation would deve-
lap this market for Leco and in this, the Salem-Bangalore metre 
gauge link on completion. would be of considerable help. 

[Ministry of Steel, Mines & Metals (Deptt. of Mines & Metals), 
O.M. No. 10 (32) 16S-CX dated 9th Aug., 1967]. 

Recommendation (Serial No.7) 

The Dumpers are not giving trouble free service and the defects 
also Temain undetected. The cost of Temoval of OVeT-oorden with 
them is high and is rising with the ageing of machines. In these 
circumstances the use of these Dumpers seems uneconomical. A 
thoTough study should .he made to find out whether the presentJ 
Dumper fleet should be replaced by a new type of machinery which 
could be opera~ed efficiently and ,economically. (Paragraph 33). 



1. 
RD'I.T 01' Gonanmrr 

The old dumpt':'rJ are progreuively grounded according to the 
service they have rendered and so far about 16 dumpers have been. 
b'1'ounded. '!'be beJaDee of 20 dumpers will al&o be wjthdrawn fNm 
!lerYictrin the coune of the next two yean and replac:ed by a mini..:t 
mum' of higher capacity dumpers. It is proposed to use essentially 
apectali.led miIWIa equipment only fw excavatiOn purposes but, 
dumpers and other associated machinery for cuttiQg cannot alto-
getMr be avoided AI complementary to the spec:ialfled machinery. 

[JIm"",,, 01 Ste.', Mille' eft Mete" (Deptt. oj Mines & Metals), 
O.M. No. 10(32) l86-CX dated 9th Aug., 1967]. ' 

............ tion (SerW No. 8) 

Tile Fe .. ne role of util_lion of the B1&Cket Wheel E3:C4watMs 
iI low. I,ort •. ,hould be mode to utiliae them to their ~mu':Ji 
cOpcl(rittJ. (Pctra"..ph 36). ' 

REPLY or GovI:IorMENT 

Effort. are being made continuously by the Corporation to utilise 
the bucket wheel excavators to their maximum capacity, by resort-
Ing to b)atin, on a large sc:a1e and by adopting improved methods to 
enable quicker cutting. Techniques Uke "Operational Research" 
and "PERT" are applied to reduce the downtime. In order to enable 
the Corpnratlon to plan and execute a properly phased programme 
of overhauls of these excavators. which alone will ultimately ensure 
the full utUlaation of tht' available machinery, fCJlli!ign exchange 
n-qulred for Import of !q)8res during 198'7-68 is being processed on a 
priority buls end etrorts are also being made to make foreign ex-
change a"allable for this purpose on a continuing basis. 

[Min;'fry of Ste.l. Mille" & Metals (Deptt. of Mines & Metals). 
O.M. No. 10(82) i66-CX dated 9th Aug .. 1967]. 

aecommndatioa (Serial No. ') 

The per« .. .tage 01 mining los$e~ sO fnr hal' been high and nO 
Nriow tI,Ot,,"t head be... gl"8 to reduce them. The present 
fn...t'.od .hotild be in,pnwed Upotl mad l~ reduced to the mimmu.m. 
(Potagrcrph 38). 

lb:rLY OF GoVIaNMENT 

As all'ea<1y T'~ported to the Committee (tlide para 37) there is • 
proposal to Nbsmute the existing cross tilling method by earth 
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moving conveyor system. Most of the mach.inery required for this 
system have been ordered for and when this system is laid. the 
percentage of mining losses will be reduced. 
[Ministry of Steel, Mines & Metals (Deptt. of Mines & Metals). 

a.M. No. 10 (32) I 66-eX dated 9th Aug., 1967]. 

Reeommendation (Serial N~. 10) 
In 1961 the cost of the Mining E.rpansion Scheme was estim4tecl 

at Rs. 379.99 lakhs but in the revised estimates prep4red in 1963 
the cost was put at Rs. 568' 30 lakhs thU$ showing a rise of 50 per 
cent. The basis for the prices assumed in 1961 estimates provec1 
incorrect. Requirement of plant and equipment of the value 01 
Rs. 4ft.46 laJehs teas also not visualised in the original estimates_ 
The Corporation should pay greater attention towards framing of 
nrellTnte estimates. (Paragraph 41). 

REPLY OF GOVERNMENT 

As already pointed out to the Committee, out of a total i!1el'eaae 
of Rs. 180 lakhs, Rs. 84 lakhs was due to the higher cost of. pi .. and 
machinery as per tenders received and consequent increase tn 
customs which could not have been foreseen. However, the Corpo- , 
ration are taking all possible steps to see that the estimates are 
cast as realistically as possible, in future. 
[Ministry of Steel, Mines & Metals (Deptt. Of Mines & Mefau), 

a.M. No. 10(32) /66-CX dated 9th Aug., 1967]. 
Recommendation (Serial No. 11) 

Hitherto not much thought appears to have been given as to how 
lignite mining could be developed~ The present appro4C" "lIma 
to be confined only to. power generation, fertilisers and briquettes, 
whereas lignite can be put to several other industrial usa especially 
in the Railway locomotives where tests earned out so far h4w p1'Ot7-
ed to be encouraging. A t present a large quantity of coal h traM 
ported from the North to the South. There are large deposita d1 
lignite in the South Arcot District and Governm.ent should take 
rwerallview a$ to the place which lignite would occupy as a substituU 
Jor domestic fuel, in railways etc. Planning in this regard .hould 
he done fiTst. If it is felt that launching 0/ su.ch a p-ro;ect during the 
Fourth. Plan p(m.od would be commercially BOUnd and beneficial to 
th.e country, the p-rO'pOsal to open a .,econd mine should receif'l 
prim-it!/. (Paragraph 40). 

REPI,Y OF GOVERNMENT 

The recommendation regarding the planning for more diversified 
use of lignite in future has been noted. It may, br,wever,be refte-
1838 (Aii) LS-2. 
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rated that, .. stated bt Para 45 of the Report, since the utilisation 
of· the lignite from the existlng mine cut has already been planned 
and ia being implemented, extensive economic and technical feasi-
btUty atudies will have to be undertaken and investment involved, 
which would be quite substantial, w'll have to be justified OO!o~e a 
Anal deciaion is taken regarding the second mine cut. 

[Jlmtltrtl of Steel, Mines &- Metals (Deptt. of Mines & Metals), 
; O.M. No. 10(32) /66-CX dated 9th Aug., 1967], 

Beeommendation (serial No. lZ) 

DeZelIi in IUpply of equipment by the foreign suppliers had Tesult
eel in delay. ranging tram 13. to 21" month.! in the commill:'Iioning of 
the various unitt of the thermal scheme. The staff which had been 
Tecruited had also to be kept idle for the corresponding periods. While ' 
fl:ring the date of deUvery of plant and equipment. the suppliers 
.hould Ibe apprised of the repercussions of delay on their part anet, 
theJ/.1sould be "ked to fi:c r~listic delive,.y schedules for the plani;i 
ncl machmerll and Gdhere to the dates 80 fired. (Paragraph 51). 

REPLY 0 .. GOftRNMENT 

In thia cue, the Russian speciaI;sts at site were repeatedly appris-
ed of the consequences of delay. Repercussions of the delay via-a-vi! 
the schedule was brought to the notice, of the plant suppliers' also. 
The contract for the supply of equipment for the thermal expansion 
(400--600 MW) which was concluded in September, 1966, incorporates 
retlliatic delivery schedule and efforts would be made to see that the 
suppliers adhere to these dates. 

(Mm~tTy of .S&eel. Mine. & Metals (Deptt. of Mi~ &- Metals), O.M. 
No. lO{32.) IS6-ex. dated 5th August. 1967]. 

RecemmendatiOD (Serial No. zt) 

TM Corpo'l"Cltion should see whether i+s cost of prOduction of Urea 
eGn be reduced so that there is some mnrgin of profit even at the pre-
t'Gitt.g retention price. (Paragraph 102). 

REPLY 0 .. GOVJ'.RN'MINT· 

The reeommendatlon is noted. 

[~ of Steel. MiM, cfr Metals (Deptt. of MUtes cfr Metnb). O.M. 
No. lO(32l168-CX. dated 5th August. 1967]. . 
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FuRTHER INPORMATION CALLED FOR BY THE CO:Ml.l.lI'l'Ta 

Whether the possibilities of reducing the cost of production of 
Urea hav~ been examined? If so, with what results? The steps pro-
posed to be taken in this directic'n may be stated. 

(L.S.S. O.M. No. 19-PU /67, dated the 31st October, 1967). 
t 

FURTHER REPLY OF GoVERNMENT 

The scope for reducing the cost of production of Urea is under in-
vestigation by considering technolOgical improvements for stabilising 
production at optimum level for which purpose certain recommenda-
tions have been made by a Study Group of Experts appointed by the 
Government of India which are now under implementation. 

One of the recommendations of the Study Group is the fonnation 
of a Planning and Efficiency Cell in the Fertilizer Plant. This Cell 
is to look after Production Planning Control and Efficiency. Besides 
Planning for Schedules of Preventive Maintenance etc., this cell is 
to be continuously on the look out fer areas where improvement.s in 
performance, economies, reduction in waste etc., are possible, resuJ.t.. 
ing in a reduction in the cost of production of Urea. This recom-
mendation of the Study Group has been accepted and the Cell has 
been formed. Studies etc., for cost reduction is one of the primary 
functions of this Unit. 

By the improvements suggested by the Study Groop the produc-
tion in the Plant is expected to stabilize at opt:mum level, with re-
duction in the present c.ost of production of Urea. 

In the meanwhile, certain operations Research studies have been 
undertaken. A study in one of the sections, viz., the Process Steam 
Plant has shc'wn that some savings and economies are possible for 
bring:ng down the cost of production of steam and through this,of 
Urea. The suggestions of this Operation Re~arch Team are being 
implemented wherever possible. These studies will be extended to 
other sections of the Phmt. This being a long-term and continuous 
process, the results can be watched only after some time has elapsed 
after the Plant working gets stabilised. 

[Ministry of Steel, Mines & ·Metals (Deptt. of Mines & Metals), O.M. 
No. 10(32) Iss-eX, dated the 9th August, 1967]. 

Rerommendation (Serial No. 25) 

With an inveJtment of another Rs. 2: 70 CTCYres the output ot urea 
could be inc1'eased troml,52,OOO ~onnes to 2,02,000 tonnes, i.e. by about 
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30 peT cmt. 1/ thil proposGli8 implemented, the cost ofpnxluction 
WiU 'be f.wought down. If the Government is satisfied that the above 
is based on studies carried out hy competent pe1'SON, it could ask the 
Corporat'.on to initiate thl necessary act'on for its achievement. 
(Paragraph 103). • ." 

REPLY 01' Govatl'fMEHT 

The proposal for the expansion of the fertilizer scheme from 
1,52.000 to 2,02,000 tonne, per annum during the Fourth Plan was 
conaidert..>d by the Working Group on Fertilizer in 1964. The decision 
taken was that this proposal may be taken up for consideraticn only 
after the exlsting plant was fully commissioned aneJ cost data over 
a period of time had been collected and analysed. The scheme attain-
ed production stag<- only in March, 1966 and due to:various teething 
troubles only one stream representing on an average 50 per cent of 
the capacity wns in operation during 1966-67. The Plsl!t fsexpected 
to go into full production in 1967-68. A realistic assessment based on 
the actual data is therefore, possible only thereafter. 

[Miniltry of Steel, Mnes & Metals (Deptt. of Mine. & Metals) O.M. 
No. 10(32) /88-CX, dated 9th Augun, 1967]. 

a-ommendation (Serial No, Z'l) 

The COTpOTlltion haa taken due care in fi.:cing the ,ale price of the 
carbomaed briquettes .0 a. to make it competitive with firewood. B'Ilt 
it will haue to educate the people about the advantage ofLECO 
ove?' jl1'e-wood becClU$e of the lact that ita heating value q 3i times 
that of firewood may not be known or fully appreciated. (Paragraph 
112). . 

REPLY 0 .. GOVEIINMERT 

Every effort has been taken by the Corporation to publicize the 
advantages of using 'LECQ'instead of firewood and to bring home the 
faet that the heating. value of 'LECO' is over 3i times as compared to 
that of good quality firewood. The CorporAtion haw specifically 
mentioned this fact in the pamphlets and folders on 'LEeO' prepared 
for dlstrlbution. The Corporation's Sales St8ft have also been pro-
pagating this fact adequately. In local exh:bitions. emphasis is being 
given to this point. while demonstrating the product's Utility. As a 
~ult of tl~se measures, a number of hoteUers, who have been using 
firewood hitherto have realised the advantages of 'LECO' and have 

. switched over to its use. All major hotels, hostels etc .. are being 
awroadled by the Col'pOl'ation individually with a view to build up 
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a market for this fuel. The results achieved so far are encouraging 
enough. 

[Mini8try of Steel, M;nes & Metals (Deptt. oj Mines & Metals) O.M. 
No. 10 (32) 166-CX, dated_5th August, 1967]. 

Recommendation (Sd.il No. 29) 
The Corporation proposed to keep the production of carbonised 

briquettes at a lower level delil)erately because the C01l$!Lmer de-
mand was not certain. In view of this the Committee feel that the 
Corporation sho-uld have made attempts to find out industrial con
sumers for the products. If this had been done, the Corporation 
could have accelerated the rate of production and sold the entire 
quantity jor domestic and industrial uses. This may ·now be done. 
(Paragraph 121). 

REPLY OF GOVERNMENT 

Sales drive is also being directed towards the promotion of in-
dustrial use of Leco. . The cost of 'Leco' as compared to alternative 
fuels, being utilised for industrial purposes, acts as an impediment 
in its replacing the existing fuels. The Corporation have, however, 
apprcache'd certain small scale industries, e.g. Units manufacturing 
calcium carbide, foundaries, match factories, etc. where costs of 
alternative fuels used are comparable. It is hoped, in the light of 
progress made in the sales so far, sufficient market would have been 
created to enable the plant to work to full capacity by 1969-70. The 
tact remains though that at the moment, it appears that Leco's main 
use may be largely limited to domestic fuel. 

(Ministry oj Steel, M:nes & Metals (Deptt. of Mines & 'Metals) O.M. 
No. 10 (32) 166-CX, dated 5th August, 1967]. 

Recommendation (Serial No. 30) 

The Committee feel that if adequate and timely step. had been 
taken to develop the market jor the Washed Clay, ,the question. of 
accumulation of stocks and the necessity of reducing production for 
want of .ales in the earlier year. would not have arisen. (Para
graph 129). 

REPLY OF GOVERNMENT 

The Corporation hati made and are continuing all possibl~ e1forts 
to develop the market for washed clay. The cQmpetition was, how-
ever, keen and sales were below expectation. The necessity of 
reducing production for want of sales in the ~arlier years was thus 
unavoidable. 

(MiniatTtl at Steel, Mines & Metals (Deptt. Of MiMI & Metals), 
[O.M. No. 10(32) /66-CX, dated 5th A"gu.tt, 196'1]. 



&eeommeDdatioa (Serial No. 33) 

The Briquetting& Carboniaaticm Plant commenced operation in 
Au.gUn, 1965. but tlte /"lI-produl:t plants have not starteq working yet. 
The sale oj the bye-products wiLl improve the OOE!r-a.ll profittb~lity 
of the .cheme apart from the fact that it 10m .ave a considerable 
amount oj foreign exchange expenditure now being Incurred on im
porting the,e products. The Corporation should expedite the com
mu,ionfng of the by-product plant.. (Pa:ragraph 141). 

REPLY 0,. GOVZIUfMENT 

The by-product plant has since been commissiOlled in March. 1967. 
The LECO oR-take -being still poor, there is not stWcient load on the 
Briquetting and Carbonisation plant and hence the by-product plant 
is only in partial production. It is likely to work to full capacity when 
the Briquetting " Carbonisation plant atta~ns the targeted capacity 
by 1969-70. 
[Mtnist", of Steel, Mines & Metals (Deptt. ot Mines & Metals), 

O.M. No. 10(32)/66-CX dated 9th Aug., 1967]. 

Reeommendation (Serial No. 35) 

The Committee notice that trom 75,000 tonnes of fly-ash produced 
cmnUClllJ/, therevmue could be of the order of R •. 7.5 lakhs. lmtead 
of mnely tntoting it as a disposal problem the Corporation should 
eonsidet'it CII an important source of revenue and make efforts to seU 
the entire quantity. The Teason put forward for not Belling fly-ash to 
private parties is not convincing. The Corporation .hould con.tideT 
Hlling it to all nrputable parties. (Paragraph 148). 

REPLy OF GoVEllN'llolENT 

As mentioned in Para 147 of the Report, at present, the Corpora:' 
tion· 1811 fty-ash to Government Departments and the Government 
a~ contractors for manufacturing R.C.C. posts. From May, 
1tI5, they are also supplying fty-asb to Mis. India Cement Ltd. at the 
rate of 200 tonnes per day, which works out to about 72,000 tonnes 
per annum. Thus. more than 90 per cent of the production is now 
being sold. The Corporation have made, and are making, efforts to 
tell as mUch additional quantity of fty-ash as possible. However, 
since it is necessary, in public interest, to take measures to prevent 
adulteration of cement with fty-ash (because both have the same 
colour and appearance). they are selling it to private cement indu. 
tries only with the approval of the Government. 
{Muum" of Steel, Mitw " Metals (Dq«. of Mines Ir Metals), 

O.M. No. lO(32)/68-CX cfaWdgu. Aug., 118'1]. 
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Recommendation (Serial No. 36) 

The Committee consider that for a proper liaison: in the' matter of 
production and distribution of fertiliser produced at NeyveLi, it will 
be useful to have a representat:ve of the Ministry of Petroleum and 
Chemicals or the Fertiliser Corporation {'f India on the Board of 
Directors of the Neyveli Lignite Corporation. (Parag7aph 151). 

REPLY OF GOVERNMENT 

This recommendation has been implemented. A representative 
of the Ministry of Petroleum and Chemicals had been appointed as a 
Director Qf the Corporation with effect from 28th December, 1966. 
[Ministry of Steel, Mines & Metals (Deptt. of Mines & Metals), 

O.M. No. 10 (32) 16S-eX dated 9th Aug., 1967]. 

Recommendation (Serial No; 37) 

The Commi~tee could appreciate a small increase in staff employ
ed over the numb~r, envisa.ged in the Project Report,hut thatAhis 
variation should be three to four times the number envisaged in the 
Project Report in the case of Mining and Thermal Schemes is rather 
s,urprising. Such variations affect the 'estimates of expenditure and 
vitiate the economies of the scheme. The fact that the Corporation 
has decided to red~e the staff in the Thermal Plant "by about 10 per 
cent itself shows that there was scope for reduction. The Corporati01li 
should constantly review the deployrnent of staff 'at various'levels in 
relation to the work load and make efforts to bring dOWn the num
ber to the minimum. Adequate training should be given to the vari
ous categories oj personnel so ·that their output becomes compaT4ble 
with that of personnel employed in comparable establishments in 
foreign countries. Efforts should also be made to train u1l8killed 
workers for skilled jobs. (Paragraph 158). 

REPLY OF GoVERNMENT 

The detaileti reasons have already been furnished in Annexure-Xl 
c·f the written replies to Question Nos. 98 and 99. The CorporatIon 
review the staff position constantly in various levels and reduce the 
number with reference to work load. This has been possible with 
experience gained by personnel in the various categories. It 'may be 
mentioned that most of the equipment were the first of their kind in 
Asia and therefore t:lue to non-availabil'ty of persons experienced in 
the line, sufficient number of persons had to be recruited and trained 
on the jobs. With familiarisation of these macllinery, it will be 
possible to reduce the number for the work load. This process of 
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pruning has been done and will be continued by the Corporation. 
There are a number of training schemes in the Project to train the 
workers on the job as also for imparting theoretical knowledge 
througb 'Know-How' and 'Know-Why' programmes. UnslQlled woz:k-
era form the first placement category for most of the labour posts. 
After they gain adequate experience and have been given necessary 
training. they are pl'omoted to higher skilled jobs. 
[MiniltT'JI of Steel. Mines & Metals (Defltt. of Mines & Metals). 

O.M. No. 10 (32) 16S-CX dated 9th Aug., 1967]. 

Recommendation (Serial No. 38) 

The Commiuee are /Lot convinced that there couLd 'be suffICient 
iwtiftcation to recruit yearly 195,272 and 292 Apprentices (Mechani- . 
cal) agabut a .anction of 75 posts or to appoint 120, 175 and 136 Ap
"en tic .. (Electrical) against a sanction 01 59 posts. While some mar
gin can be aUowed for excess recruitment to replace those -who N!-
"pete. recruitment to the extent of three to four times the number 
lAftetioned i. far in excess. (Paragraph 163). 

REPLY or GoVERNMENT 

& already explained in the written reply to Question No. llO(e) 
of the Committee's main Questionnaire, in the years 1960 to 1962, 
when the Integrated Project was in a development stage, special 
grade apprentices over and above the anticipated require~~ had 
to be recruited to fiU up the vacancies in the posts of Section Oftlcers 
88 a result of "flight of personnel" and this scheme in fact helped in 
aetting the services of Engineering personnel to meet the anticipated 
additional requirements and replacements on account of resignations 
etc:. The Committee's commentS, however, have been noted for fur-
ther guidance. With the conunencement or production phase, the 
Corporation have replaced from May, 1964, the Graduate Apprentice 
Scheme by the Scheme of Probationers and there has been no excess 
recruitment of probation~l's since then. 
[Miftistry of Steel, Mines & Metals (Deptt. ot Mines & Metals). 

O.M. No. 10(32)/66-CX dated 9th Aug .. 1967]. 

~nm\eAd.tion (Serial No. 39) 

The ~Aing co ..... se 01 the apprentices for the Fenilizer Scheme 
commeac,d· in July/August, 1958. The tenders for the Femlizer 
.IcUmt were ftoated ,,,Mati, 1958 aftd the ccmtnzct with the foreign 
~ .. ,. Wc&$ signed ill Octoher; 1959, The completion &r a Scheme 
otd~ natlU"e take$ abo-ut four yeaTS from the date of signmg of the 
(o"tnlcf. Thus. it w(ts If (I I di!1icult to foresee et"en in 1958 that the 
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scheme would not be completed till 1963. To have tJ~e first batch 
trained by June and November, 1960 was thu.s premature. It appears 
to the Com.mittee that in a 'bid to have the trained personnel at the 
earliest, the element of time that was to be taken in the more diffi
cult and complicated work of commissioning the scheme was lost 
sight of. The Corporation shouLd have kept the .training program
me in abeyance till tJie contract with the foreign suppliers was final
ised and some clear picture emerged regarding ihe erectiun of the 
plant. 

The plea oj the Corporation that the trainees wel'eutilised on the 
preparatory work of erection oj the Fertilizer Plant is not convincing 
because such utilisation was incidental. It could at best be said that 
having trained the mel!, the Corporation thought it advisable to use 
them in the erection work for which some recruitment would have 
otherwise b-ecolne necessary. (Paragraphs 167-168) 

HEJ'LY OF GOVERNMENT 

As already indicated in the written reply to Question No. 111 (a) 
of the main questionnaire of the Committee, the circumstances under 
which the training of the apprentices had to be carried out as pro-
grammed were unavoidable. In any case, the recommendation of 
the Committee has been noted for future guidance. 
[Ministry of Steel, Mines & Metal.s (Deptt. of Mines & Metals), O.M. 

No. 10 (32) 166-ex, dated 9th August, 1967]. 

Recommendation (Serial No. 40) 

There is a Ca.'le for giving due protection in the matter oJ seniority, 
promotion etc. "to technical personnel who become surplus at one un
dertaking and join another undertaking. Government might examine 
how best this could be done. (Paragraph 172). 

REPLY Qi' GOVERNMENT 

The question of protecting the seniority, promotion etc., as sug-
gested, has to be considered having due regard to the fact that each 
public undertaking has its own rules anti regulations in the matter 
and any such protection could only be by mutual agreement bat-
ween the two undertakings concerned. 

Government have, however, undertaken ~ study of the recruit-
ment practiCes followed by difterent un'dertakings in regard to civU 
engineers and to deal with the deployment of surpluses in this cate-
gory. The recommendation' of the Committee has been noted. 

[Ministry of Steel, Mi.nes & Metals (Deptt. oJ Mines & MetaZ,) , 
O.M. No. 10 (32) /66-CX, daud 19th AugtUt, 1967]. 
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BeeommeJldation (Serial No. U) 

The main difficulty is that in view of limited p7'08pecta of NeyveU, 
the Corporation is not able to attTact qualified mining engineers noT 

is it able to check the flight of such personnel. This difficutty.ccm be 
re.olved either by ofJering more favourable terml of serviCe to 'qua-
lifled 'mining engiJteers or by appointing peTsonnel with lotof!r quali-
fication. who are otherwise consideTed suitable. (Paragraph 175). 

REP1.Y OF GOVERNMENT 

This recommendation will be kept in view for future guidance. 
[Ministry of Steel, Mines & Metals (Deptt. of Mine. & Metals), 

O.M. No. 10(32)/66.CX, dated the 9th August, 1967]. 

Recommendation (Serial No. 0) 

The Committee consider that the lead time of 27 to 30 months for 
imported material is on the high side as compared to some other 
Public Undertaking. and there is scope for reduction. (Paragraph 
178). . 

R!.PL Y OF GoVERNMENT 

The lead time essentially varies with the type of equipment and 
the source from which they haw tb be procured and imported. Many 
of the specialised mining equipment deployed in the Mines are peC\i':' 
liar to Neyveli. Consequently, the assemblies and spares requlred 
for this have to be specially manufactured by. the suppliers and gene-
rally are not available off-the-shelf as in the case of general or com-
mon machinery. With the rapid developments in design and manu-
facture of sophisticated equipment, what have been supplied earlier 
may not continue to be in the line of production of the manufacturers. 
Some uf the equipment would have become outmoded ~d hence 
parts will have to be specifically made as "non-standard items". This 
is so in respect of many of the equipment supplied to the NeyveU 
Lignite Corporation. Therefore, the problem of lead time as experi-
enced by this Corporation may not be the same as in other Under-
takings. Procedure for release of foreign exchange is another con-
tributory fnctor for the long lead time but in the critical foreign ex-
change position in the country, this is unavoidable. 

The Committee's recommendation. however. has been noted. 
Efforts will be continually made to reduce the lead time to the utmost 
extent possible. 

[Mini."tf'y of Steet, Mines & Metals (Deptt. of Minu err Metab). O.M. 
No. 10(32) !66-CX, dated the 24th Auguat, It6'11. 



Recommendation (Serial No. 43) 

When the layout plan of the Township was drawn up, the Corpo
ration should have made it more compact SO as to avoid extra expen
diture on roads, electric wires, water mains, sewage etc. In any case, 

i . 
in the further expansion of township, when required, utmost economy 
in the utilisation of available space should be observed. (Paragraph 
185). 

The Committee were informed that after two houses. space was 
left for one more how;e to be built on receipt of sanctions for build
ing more how;es. After such sanctions, 1056 additional houses have 
been built. This is an uneconomi~al WilY of under.taking construc
tion. The obviow; and rati'onal way would be to complete a .bLock at 
a time. (Paragraph 186). 

REPLy or GoVImIKICNT 

Paragraph 185-Accepted. 

Paragraph 186-This has been noted for future guidance. 

[Ministry of Steel, Mines & Metals (Deptt. of Mines & Metals), 
O.M. No. 10(32) /66-CX, dated the 9th August, 1967]. 

~commendation (Serial No. 44) 

The Committee are not satisfied with the plea that economk cons
truction of 67 per cent of the houses would have created' heart burn
ing among the employees. They regret that the Corporation took no 
advantage of the new pattern and design of the houses Which would 
have resulted in a saving of Rs. 38 lakhs in the Construction expen
diture apart from saving in the land etc. (Paragraph 189). . 

~. 

REPLY OF GoVERNMENT 

The houses that the Corporation would build here-after in the 
Township will conform to the plinth areas preScribed by the Govern-
ment, with such modifications as may be necessary to fit in with the 
designs of the existing houses. 

, (Ministry of Steel,~ Mines & Metals (Deptt. of Mines & Metals), O.M. 
No. lO(32)f66-CX. dated 9th Augus~.1967]. 



• 
......... d.l.OIl (Serial N.. 45) 

The Commutee unciC1"'&an4 tbor. Uftder the rules prucribed JOT the 
Centr,,' Gouemm"u emp~e". poIUI'ion 0/ accom~'ion)aa to 
be ,,,,kG w"hin five del/' 110m the "te 0/ ,'",ice oj r4e Allotment' 
cn'Ur. FurtheT. there is no provilion theat allotment orders aTe to be 
"rved '0 the peT,on. on leave cm'1I4jteT their return from leave. The 
",Ie. 01 allotment en/orced by the Corporation itl 1984 are Ifill more 
liberal than tho •• applicable to the Central ~ernmeat employee. 
And .houLd be TIVU,d to cut down che tlGcancll period of che hous". 
(P."agraph 193). . ., 

~ .. 

RIPL Y 0' GovI:INMDT • 

Tbe Corporation bave since revised the Rula regarding allotment 
of quarters, suitably. 

[Mmutrw of St •• " MiRa cIr MeCcIla (pepu. 01 MiMI cIr Metcall). 
O.M. No. lO(32)/88-CX, dated 9th AuglUt,;l98'1]. 

Recommeadation (Serial No." U) 

The COm,niU •• coftsiUr that a return of 4 to 4.S per ent on equity 
o/t.r apreciotion, interest and taze. would be rather low. The Cor-
poration it .rpectfd to pu7'afe it, intemal 1'aourcet ift f1mwe to 
~om • • ,rt.nt. With the '.vel of 4 to 4.5 'Pff' cent Htum it wilt be.hard
'II pouible lor it to finance it •• zpcuuiOft programmes. DecI4~ 01 
dividend on equitJI capital i1l the foraft4ble ftt.ture alJo IftmI tm-
poaribl.. The Corporation h4B at1'fGdy propo.Gb for _Mion oj ill 
.e"emea. The capUol emploWed on thae achemea will proportioncltely 
be 1_ oncllOle. more. Tid. Ihould Cft4ble the Corporation to how 
hltMr lft,d 01 rehlm, Gf'ft&ef CItUntion should GlIo be paid to reduce 
opmaiiOMI CO$&.t. (P4ragroph 198), 

RDLy or GovaurMENT 

1\ is correct that the expansion schemes would result in the ~apital 
employed on such achemea being proportionately less and the sa ... 
more. en.bUnt the Corporation to have hlgher level of return. Two 
thermal expansioDl (one raising the capac:ityfrom 250-400 MW and 
the otIaer from. 400-800 MW), with conwpondlng mine expansions, 
have already been approved. The flrst expansJon of the power sta-
tion has been tully Implemented and the second is under bnpleiDeD-
tatiOll. 

[MtMItrv ('11 St.el. AliMa • lIetab(DepU. of ...." • ..,.). 
O.JI. No. lO(U)/t8oCX, elated It" A1&gut,lt8'7). 
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FURTHER INFOIIMA nON cALLED FOIl ~y TIll COMMIT1'U 

Whether any attention has been paid to reduce the operational 
cost? If so, what measures have been adopted since 26.4.66 when the 
report was presented to Parliament or are proposed to be adopted to 
achieve the object? 

\ 
[L.S.S. O.M. No. 19-PU /67 dated the 31st October, 1967]. 

FuRTHER REPLY OF GOVERNMENT 

The operational efficiency of the di1ferent units is watehecl and 
remedial action taken through efficJency and cost control reports-
Standard predetermined costs and norms have been laid down for 
purpose of ensuring effective control. Various studies have been and 
are being undertaken to maximise production and to reduce cost by 
increased efficiency. 

In the Mines an exhaustive review of the working of the unit in-
cluding individual machines was carried out in terms of which certain 
proposals for augmenting and replacing the existing equipments have 
been sent to Government for increasing production with a view to 
reaching a higher level of output both to meet the full requirements 
of the constituent units and reduce the present unit cost of lignite 
through such increased output. Tn the Fertilizer Plant, as has been 
mentk>ned in the further reply to recommendation at S1. No. 24, the 
Government- appointed 8 Study Team to go into the working of the 
Plant. The Study Team had made a number of recommendations tn 
tenns of which it will be possible to reach the rated output and 
through it and also through efficiencies and economies, the pre9P.nt 
cost of production could' be reduced. The recommendations of the 
Study Group have been accepted and are being Implemented. 

In the various other branches and units also, several studies have 
been undertaken to ensure greater utilisatiOn of resources and in-
creasro productivity for reducing operational cost. As an example, in 
cilnsultation with Soviet Specialist.<; who have been deputed to com-
plete the third stage examination, a detaUed study is being under-
taken to determine the possibility of reducing lignite consumption in 
power g~eration and reducing the consumption of power on auxilia-
riM in the power station so as to effect economies in the cost.of gene-
ration. 

[MiniftTy of Steel, JI1ua & JletGU (Deptt. of Jfitla & Metc"~ O. M. 
No. 10(32) I66-CX. dnted the 19 DecembeT, 19611· 



24 
.... "NndatieD (Serial No. U) 

The p1'opoI4llor opening a ucond mme h4B not been.aPPf'Ot'eci by 
Go11emment "' far. The decidon taken in 1956 applie, to the fi:m 
time cut including aU ezpan.liom from the first mine. FO'I' the.e~ 
mine cut a fre.h decision will have to be taken rego"ding p~t 111 
p1'Ofit. The ob.t!1'Vation of the Committee made in the preceding 
J)4Hgraph. ,hou!d be taken into cOfUideraUon before any decision on 
the .econd mine cut is taken. (Paragraph 211). 

REPLy or Govmuourn 
Parapaph 211. 

~is will be kept in vi~ before any decision on.the second mine 
cut is taken. 
[Minutry of Steel, Mines & Metals (Deptt. of Mines & Metal.), O.M. 

No. 10(32) j66-CX, dated the 9th August, 1967]. 

Recommendation (Serial No. 49) 

The Committee feel that the Corporation should 10 TlJtionIJlue the 
bur t(l:re, the timings and the trips that the receipts from bus fare lire 
not la, th/Jn the expenditu"e incurred on their ",nning and m4i.n-
t.nance. (Par/Jfl'f'aph 218). 

RBPLy or Govmuourn 
The bus service is run more as an amenity having regard to the 

location of the various industrial units and the township. Most of the 
trafftc is in respect of transport of workers to industrial units and 
back. 

The remarks of the Committee, however, have been noted. 
[Mini,try of Steel, Mines eft Met41$ (Deptt. of Mme. &. Metals). O.M. 

No. 10(32)/68-CX, dated 9th Augwt, 1967]. 



CHAPTER III 

RECOMMENDATIONS WHICH TIm COMMITTEE DO NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMlCNT'S REPLY 

Recommendation (Serial No.1) 

At present the production of lignite at rated capacity, i.e., 3' 5 
million tonnes has been p"ogrammed from 1966-67. When the inte
grated scheme at Neyveli was cOnceived in 1954, it was assumed that 
sanction for it would be received by 1956 and it would be possible to 
produce 3.5 million tonnes 'by the end of 1961. Thus in reaching full 
production, there wm be a delay Of 5-6 years. This has been due to 
the late sanctioning and implementation of the various units Of the 
integrated scheme. If the commissi.oning of the Mining Scheme as also 
the consuming units had been properly planned and synchronised the 
present idle cap.acity in the Mine woald not have occurred. The tar
gets of production envisaged in the Second and Third Five Year Plan 
Petiod, would also have been adhered to. (Paragraph 11). 

Lignite after extraction cannot be stored for a long period. The 
mining has, therefore, to synchronise with the setting up and com-
missioning of the conswning units. According to the original. sche-
dule prepared in 1956, the 250 MW thermal power station was to be 
commissioned in December, 1961 and the fertiliser and briquetting 
& carbonisation schemes were also expected to commence production 
in December, 1961. This schedule could not, however, be achieved 
owing to various factors which have already been indicated to the 
Committee. The delay was mainly due to the ,time taken in arranging 
the foreign exchange required for import of plant and machinery, 
etc., from abroad for the various schemes. The delay that arose after 
the conclusion of the contracts (for instance, in the case of the ther-
mal power station, there was delay owing to the late delivery of 
eqUipment from the USSR and in the case of the Fertilizer scheme, 
there was delay, inter alia, on account of failure of indigenously pro-
cured 'draught fans, presence of impuri~ies in the gas produced in the 
gaSification plant of the Fertilizer scheme, etc.) was also unavoidable 
and could not have been foreseen. No doubt. the work on the over-
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burden removal operations in the mines h~d been commenced in 
May. 185'7 and the lignite seam was also exposed in August, 1"l. 
However, actual mining had to be restricted to -the requirements by 
the consuming units. To this extent rephasing of the minh1g 
schedule was inevitable. .. 

'" 
[Min.iltry of Steel, Mine. &- MetalB (Deptt. of Miner &- Metat.) , 

O.M. No. 10(32) I66-CX, dated 9th Augu.rt, 1967]. 

Itftommcndation (Serial No.2) 

MIa. Pnwell D"t!ryn T('chnical Services Ltd. whose service. were 
"btalnedfree of c,ost under the Colombo Plan ~e acttt4Uy p4id a 
.um 01 £2,SS,650 for Technical and Economic F~bility Stud'll, fM 
drawing up of Detailed Project Report and for development of the 
Mine. This was done under different eontrlJCt.~, tDithout ascertaining 
rate. from other concerns. The Committee would like to pohlt· Otlt 
thnt t1te usual practice of httntin.g tenders befOTt entering into con-
trttct ron.! nnt follo1ced in this cast!. Further it wos ~t knO'tDn that tllp 
('on..'rultllnh hGd nny ~r of lignite mtning. (Pnragraph 17). 

RDLy or GovDan.n:ln 

MIs. Powell Ouffryn Technical Services Ltd .. were a leading Con-
sultancy firm in U.K. and the GQVernmcnt could procure their ser-
vices In 1954. free of cost, under the Colombo Plan through the good 
omces of the Commonwealth Relations OtBce. Their services conti-
nurd :0 become available till about the third quarter of 1956, during 
which period they prepared a number of reports on the charaeteritics 
of overburden and lignite, ground water control, etc., and also arrang-
ed for tests on samples of lignite in well known laboratories abroad. 
They also 9uCC('ssfully completed larg~ scale pumping tests in 1956 
to control the ground water prrssurf!. Thus. by their association with 
th" initlnl staRt's of proj~t: extending n\-er more than 2} years. they 
hMf ~ninl'd ('on!>id('rnbl.. c:'Cp<>ricncc ~gnrdin~ mrlac~ and \1Ilder-
ground conditions obtaining at Neyveli. It was considered that if 
somebody pls(' was to be thought of. it would mean "xamining tIN' 
prnblem!l all ~"'cr again. which would ('mly result in avoidable debj. 
It may be mentioned thnt Powell Duffnrn Tf.'chnicitl SemC<'s were alS(l 
Mt eonnf'Ctf'd with an~' mnnur!\C'tur~rs of thf.' C'quipment of the ~ 
wbit'b was likely to be us('() in the NeyveU Project. Though they 
d:d no~ hl'lv(' any oper.tt!f'n:ll ('~rlence in ligniff" mining, they had 
dt'Att with 1iltnttt' mtniT1r, in Grce('('. Thry had lM-s:d('s ('fmsidt'rabtc 
eoxperlenc:e in coal mining in U.K .. whieh was not vt'TY ~mr(>rent from 
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lignite mining. For theie reb6ns, no c:omparatl\rerll* .1Dia1.t1-
laney services were ascertained before entering into a contract with 
this firm. 

[Ministry at Steel, Mme. eft 1feta1a (DePlt. of Mina "Me'*)., O.M. 
No. lO(32)/68-CX, clati!(l t'q 9th Augvat,196'l]. 

:a.o~i181l (tMri8I. No. 3) 

The rift ift the coat ofprotiuetiOB·from RI. 10:35 to R& 17:25 per 
tonne (aft increase of 70 per cent.) is considerable. The utent of rise 
in :COit due tot1te ca.pital emplotleti on the mining -e~ feMme 
is not Jenbum .. beout.&ae· GOCoutrts rdatift,g to the origiflal end the ~n.. 
sic1nlChema aretWt kept separatlelf/. The Committee ~ft8ider tlta 
fora· proper eJPpr.ualoj the perftttmatt,Q of the ~ itl. res-
p6eto/ aheoriginalaclaeme and the .ap«:&nsU:m the Corpm-atfon should 
keep i'1iCh accou.nt $epara,.l1l. (Paragraph 22). 

The Capital Acoounts for the original and expansion schemes 8re 
kept separately. However, in so far as the operation and production 
accounts are concerned, it will not be practicable to keep separate 
aceounts for the original and 'fuepanmon schemes, as implementatkm 
of expansion schen'1(!5 only involves quickening thep1&Ceof· excavation 
of overburden and Ugnite in the same mine by additional machine •. 

Similarly. in the case of power generation also, it will not be 
practicable to keep the Accounts separately, as several items of ex· 
penditure and personnel are common to all units. 

[Afimstry of Steel, M'mes & MetalS (Deptt. of Mines & Metttllf) , O.M.·. 
No. lO{32) j66-CX, dated the 9th Augusb, 1967]. 

~ODIDiendathm (Serial Mo. 1'1) 
·The CO$t c>f productic1n Of power for 250 M'Wstattot-. ciccorCling to 

the tevut!d t!S'ttmateB slI:nctWned in I'gM waswor1ied but at 4;002 PctUie 
per iCWH.With the expansion of the capticity upto eoo .MW, it WCJI 
expected that with a large turnover the cost would come down. Sut 
the Committee note that even after ezpansion, the co.t would be 
higher (i.e. 4.33 Paise per KW'il) than t~t estimated for the 250 MW 
Thermal Station .. There is w.eed for economiring in co.u. Lignite 
coatis a major item Of expenditurejor power generation. The COf 
poration should sCriwe to ,.sduce the Ugnfte conaumption per unit 0) 
J 839 Wl) LS-3 . 
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power throu.gh techno~1 impr01'ement. with " vietD to reduciftg 
the pruen.t production COlt. (Patragraph 53). 

R&Pl,Y OF Govauoo:NT 

~ stated In para 52 of the Report, the cost of generation per 
KWHr during the expansions from 250-400 MW and 400-600 MW is 
expected to be comparatively higher than in the original 250 MW 
stage, because, while the capital requiNd for the 250 MW was met 
from equity, that required for the two expansions has been and is to 
be provided by way of loans, which involves payment of interest. 

Besides, the capital cost itself of the expansions is comparatively 
higher because of the general increase in the cost of plant and machi-
nery. cost of labour, etc. DevaluaUon has also contributed to rile in 
COlt of expansion from 400-800 MW. Thus, whereas the cost of the 
original 250 MW was Ra. 28.53 crores only, according to present indi-
cations. the cost of the ftrst expansion by 150 MW (from 250-400 MW) 
is expected to be of the order of Ra. 21.04 crares and that of the second 
expansion by 200 MW (from 400-600 MW) Rs. 32.58 crores. 

The Corporation are devoting constant attention to technological 
improvement with a view to reducing the cost of generation. 

(Ministry ot Steel, Mine. eft Metals (Deptt. of Mines eft Metals). O.M. 
No. 10(32)/86-CX, dated the 9th August, 1967]. 

Reeommendatiou (Serial No. 17 • 18) 

It ClppeGf'. that wheft the Soviet suppliers did not agree to accept 
the project report prepared by the COTpOTation for ThermaI E%PCZ"-
~ Scheme the matter was not pursued further. The project report 
toCU based on. the uperience gained by the COT'pO'I"C1hon in setting up 
five Thermal un'" at Net/veIi and was also seen by the C.W. &: P.C. CI"" the Rwaicln ezpem at rite. It could 'be ezpected that the project 
NpOrt \OOUlcl be accepted by the Soviet supplier. BOO;ect to the neca· 
aG"fI moc:U;licatioN being made btl them. Gowrnmnt.houId ha"e 
purrued the maHer on the caOOw baN with the foreigft eoUaboratMI. 
(Pm'CIgTaph 72). 

The Committee regTet to note that in a project costing enwea of 
rupees and valuable foreign e:tchcmge the Mimm" contented itaelf 
with a negatWe reply from the Central Water d: ~ Commiaion 
without if$elf ~ to pumle the matter or :lind out the pMritJUity 
of entnsting the worrc of preparation of Detnflf!tf p.,.rryf!ct Report to 
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private agencies in the country. It is further regretted tha.t the In.for-
mation which the Central Water and Power Commission has flOW "'P-
plied to the Committee could not be made available to Govemmeftot 
earLier, othewise a large saving of foreign exchange could h4ve been. 
effected. The Committee have, in theW 13th Report on Management 
and Administration. of Pu.blic Undertakings (Planning of Pro;ects) 
also dealt with at length this question extreme. dependence on foreign 
comultantB. (Paragraph 75). 

REPLY OF GoVERNMENT 

The Central Water & Power Commission had set up a Planning 
Cell at Madras in 1956 to deal with the engineering of the NeyveU 
thermal power station. This Planning Cell prepared the preliminary 
project report and detailed specifications and drawings for procure-
ment of plant and machinery for the power station. But, when the 
project was posed for Soviet assistance and negotiations started with 
Technopromexport, it was found that the detailed project report in-
cluding complete technical specifications for the equipment to be sup-
plied by them have to be prepared in the USSR. The practice in the 
Soviet Union in regard to design is guided by their own norms and 
standards which have necessarily to be followed by the Design Insti-
tutes and factories in the USSR. No other standards are accepted to 
them. In view of this, the Soviet Designs organisation had to submit 
a Project Report incorporating a design complying with their estab-
lished norms and detailing the type and characteristics of the equip-
ment that would be manufactured in the USSR. From the Indian 
side, certain modifications and suggestions were put forward for in-
corporating in the project report. This pattern had to be followed in 
the second and third stages of the Neyveli thermal power station (i.e. 
250-400 MW and 400-600 MW expansions) also. 

2. In all subsequent discussions that were held with the Soviet 
specialists, it was apparent that in so far as the design of the thermal 
power sations was concerned, it would not be practicable for an Indian 
party to do this work on their own as all the necessary information 
such as the types and characteristics of the equipment of Soviet 
manufacture, which would be incorporated in the design a8 well a. 
thefT established design, would be available ·only at the Soviet-Design 
Institute and details of design could not be worked out in the ab-
sence of such information byotber parties. 
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Thtis the preparation of the Project ~pott by the SoViets WIIS .iri.:' 

evttab1e . and they' ,wtiUld not haVl! agreed 'to mimtif8cture equq,merit 
bbea on ~signs prepateci . by 'Iridiari Parties. 

:[Mi~trJloj $teeZs.M:iMI& Metal, (Deptt. of Mines.& Mftall) , 0:11. 
No. 110 (32) i66-CK, dated the 9th AuguBt, 191i1]. 

BeeommeDdatloa (SerIal No. It) 

Comidering the large outlay on the Thennal Scheme which is aU 
under Rturian credit, and the relatively small amount Of foreign 
ucOOng. toot Wal r.quiJ'e(l j(1r ,lending two engineers for associat
ing themselvt!8 in the preparation oj the Detailed Project Report and' 
Working Drawing., the Committee feel that the Ccwporation's r.qut!8t 
merUe~ favoumble consi4ercmon. It "ems that the Mini8t", con-
cerned aad. the .C01"p01'o&ion did not clearly atate the precise purpose 
Jor which the two engineer. were being sponsor.. :With the
,;~ th4t iM M'nimy oj Fi1l4nce rejected the "'quest. The Com
mitt •• .,.~ ito note IUOh laok of clarity ",hieh has resulted in tM 
lou ~ 411 opponunitll jor teaming cleJigniftg of Thermal Power 
Stations and tOW aIIo in170111' fv'f'ther upeMe of foreign exchange. 
(Par.,raph 78.) 

RIlPLT 01' GovERmDNT 

As a mUter of fact it was emphasised that the training was in the-
C1vU EnaiDee.ri1lB ,part ofthethennal powerstatioD .and that after 
this tra1n1n,g. their aervices would be utilised for work connected 
1Miththe desisn 1Uld' construction of the second expansion of ,the 
Nqvell *hermal power station. It was really because of the emer--
gaq whlch arose .. a JesuIt of the contlict with Pakistan in; 
A\1~t·Septer:nber t 1965, that the MiniStry of Finance (Department 
of Ex.penditu.re). turned down~sproposal. It is, therefore, sub-
mit,ted that It was not lack of clarity in the Fesentation of the cas&' 
to Finance Ministry which was responsible for the rejection but rea-
sons other than this. 
[Ministry of Steel, Mines & Metals (Deptt. of Mines ~ Metals), O.M~ 

No. 11l(ft)I68-CX:, dCl~d the 9th AUgust, 1967]. . 

........... (Serial Me. Z6) 

la the te1\derletter iasued by the C01:pOt'ation for the supplll of 
~~at Qncl mochWteTtf for the Fertilizer ScMm.e. detclUe4 8peCific4-. 
tiOu .~ hove been given. IJ th6 tender letter had been sull-
~t111 uMustiN. SO 08 ·to cont(rin full detailaof mGChinertl and 
equipmeftt f'equiffil 08 well,C18 th, .pniod of deliv87'!l,. term,s .of pay.. 
fM'At. etc., fAe Med to seek clori1lcations f1'om the IUpplierl tater 
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would have 'been obviated and the time taken in finalising the t,endt7'.4. 
1"8ducedi (Paragraph 82), : .. 

REPLY OF GoVERNMENT·· 

Ip. the opinion of the Governmept, more detailed specifications; 
would· not have been possible in vi4hv of the fact that there are a: 
number ·of pro~es available for the gasification of lignite and 
manufacture of ammonia and urea, and that no' single tenderer 
quote for all the plant groups comprising. gasification, gas purifi.ca~ 
tion, air and gas practionation, ammonia· and urea siyntheses process 
.stNm and off-site facilities, For any complex pl'oject like the 
Fertilizer plant, for whieh global tenders were to be fioated,fuU· 
-details of plant and equipment could not be given unless the process 
apd supplier have been decided in advance which would however 
defeat·the very purpose of the tender enquiry. Also, in vieW' of the 
acute scardty of foreign exchange, suffitiem ·foretgn: cf'edit bad: tt) 
be located to meet the foreign exchange requirements; . Tenders' 
w.ere, therefore, jnvited on both ca* and deferred payment basis, tl;!.e 
intention being to get an, idea of· the extra payment that would arise 
if the deferred payment arrangement was ultimately accepted, 
Actually, based on the tenders,received, .ord,ers ~e placed on two 
'firms-Messrs. Pintsch-Bamag-Linde, West Germany and Messrs. 
Ans,aJdo, Italy, the former on cash payment baSis and the latter under 
deferred. payment. arrangement. 

{Ministry of Steel, Mines ~ 1'r1etals. (Deptt. orMines & Metals), O.M. 
No. 10(32) 166-CX, dated the 9th AugUSt, 1967]. 

BcJeo~ioa (Serial No .. ,2l) . 

The delay in procurement of indigenous steel hampered the cons~ 
tructionschedu.le of the FertiUzer Plant. The Com1Rittee feel that 
~~ the Corporation ~d: aite¥y o:f1~4ined·· atLt1i~at~ont+om' the.· 
Inm and Steel qcmtrotle1 for :£mpro1'tfng St~l, . the MlfliBt1'Jl 'hould 
not h4~e .pent· anothe1- 5' to 6 monthlin e;q,toring' th~Po8h"bilitil of' 
obtaining steel indigeTWIUlif.· (P~graPb s7).. . 

Bgw.·OI','GoftaloaIIT 

The application .of t1;I.e NeneJi. I4gnite C9rpcration for the issue 
of foreign exchange sanction was reCeived aiang with the no objec-
1ion .certiflc:ate. of \ the- Iron and ,Steel·· Controller. on . 21st; September, 
1D1l. H«wever,asethfa mvolftd.an inc:reMe:in tbeappl'G\'edimport 
eonteJIIl ol,tbe,eqeipmeJltif. the fertilizer plaat.from.· 91:5 ,par 'cent to 
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IU per cent, the Ministry of Industry were addressed on 9th 0cto-
ber, 1M1 and their approval to the iDcreue obtained on 26th Octoberr 
1981. The ftnt sanction was iaaued on 28th October, 1961 for import 
from Eat European countries under Rupee payment terms. In res-
ponse to the tender enquiry floated by the Corporation based on this . 
unetion, there were no suitable often from the East European 
eountrlea. In February, 1962, the Corporation preferred to accept one 
ofter from West Germany for which the tenderer was prepared to 
accept payment. in rupeea under payment terms with Yugoslavia~ 
but a. "Switch deal" wu involved and also since we had adverse 
trade balance with Yugoslavia, this agreement could not approved. 
In view of this, sanction releasing foreign exchange- from free 
retourcet wu laued in March, 1962, after locatiJIg savings under the 
fonip exchange allocation fixed for this Ministry. From the above, 
it will be IHll that the interval of six months was really utilised in 
exploring the countrtea from which import could be made and wu 
thUaUDavotdable. 

[Mtntm't/ of Steel. Mme. " Met41I (Deptt. of Mine. & Metals), O.M. 
No. l0(32)/88-CX, dated the 9th Auguat, 1967]. 

~tioa (Serial No. II) 

TIM Commictee conaider that a period of about fifteen mom"" 
tGk'" 'n tigRing t1M COfttract after the receipt of tender. for Briq1.&et-
ting and CClrbcmUation SchefM wtJI unduly long. (Paragraph 107). 

boLT or Gov'IaNJ,ottT 

Thta t. the first Plant of its kind in Asia based on lignite. The 
characteristics of NeyveU Ugnite are difterent from those of lignite 
avanable in other countries. Various technical aspects bad to be 
cons1dered and eumlned fully. This entailed protracted corres-
pondence with the tenderers and conaultation with other. The loca-
tion of forelp credit for 8nandng the foreign exchange part of the 
project alJo took some Ume. It is in this context that the delay In 
the signing of the eontract has to be viewed. 
[Mi"btry of Stffl. Mme. &- Meto!." (Deptt. of Mifle, & Metnl.<:). OM. 

No. 10(32) /66-CX. dated the 9th Augut. 1967]. 

~_dadoa (Serfal No. 34) 

No COftviftCi-.g nc&IOft ha beeR GdvClnced to the Committee tor 
J)"OVtding atmnemi4 capacity to the e:t'tent of 33 per cent. HO'ID~, 
III the pontirm tI, the aeCCiftg 1q) of the Jld4miM PItItd 1DOUId taU 
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time a.fter the aa.ncticm from Government ia received. Thus the 8W'-
pIUI capa.city of ammonia would rema.in un-utiliaed till such time thiB 
plant is installed. Gooernom.ent'should take a deciBion aa to how thia 
BUrplUi capacity .hoold be utilised. (Paragraph 143). 

, 
REPLy OF GoVERNMENT 

The bullt-in-surplus capacity is aVailable not 'eXactly in the 
Ammonia Plant, as was inadvertently stated to the Committee by 
the Corporation, but in sections leading to Ammonia Group. It 
varies from 20 to 30 per cent. 

2. The rated production of the 'eXisting ammonia plant is 285 
tonnes/day with a designed built-in-surplus capacity of 5 per cent 
only, i.e., 300 tonnes/day. Similarly, the rated production of the 
existing urea plant is 465 tonnes\day with a designed built-in-surplus ' 
capacity of 7 per cent. 

[MinistTy of Steel, Mines & Metals (Deptt. of Mines & Metals), O.M. 
No. 10 (32) Iss-eX, dated the 9th August, 1967]. 

Recommendation (Serial No. 47) 

The Cmnmittee ccmside1' that each unit should work on its own 
profit and locs basis. This would enable a better managerial con-
trol ()t)e1' its operations because each unit would be required to pro
duce certain results on the basis of .tandard colt.. (Paragraph 
201). 

Rl:PLy OJ' GOVJ:llNMENT 

In preparing the viability. the investment in the Mining Scheme 
has been fully taken into account. In fixing the selling price and 
arriving at the return, that each unit should work on its own profit. 
and loss basis has also been borne in mind. It is only a matter of 
detail whether the Mining Trading Account should show a profit. 
Since lignite is not sold to any outsiders and is only consumed in 
the Corporation it would be more appropriate not to show any pro-
fit or loss in the Mining Scheme but charge the actual cost to the 
other consuming units. As far as managerial control over op\!ra-
tion is concerned, the operational efficiency of the different units 
including the Mine is watched and remedial action taken through 
various control reports and not necessarily through the profit and 
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lou account a10~ which will be prepared at the end of ~ peri04 . 
. Standard pre-detemu.ned costs and norms have. been la4i down in 
some unit. and are being prescribed for others too for purpose" of 
ensuring effective contro1. 

[Ministry oj Steel, Mines & Metals (Deptt. of Mines & Metals)'. O.M. 
No. 10(32) /66-CX., dated. th,e 9th August, 196'7]. 



CRAPTER'IV 

"RECO;MMENDATIONS IN RESPECT OF WHICH REPLIES OJ.' 
GOVERNMENT HAVE NOT BEkN ACCEPTED BY THE 

COMMITTE;E _ 

Reeonnnellciation <&erial No~ 15 & 1~) 

The Com~ttee do 110t consiGer it desira.ble. that the COrPOrcU,iQ.n 
.should think oj dealing with <me paTty alone. namely the Madras 
-State Electricity' B04rd. The proper course wouJd Qe to ascertai.n 
the requirements of all the n.eighbouring States and to djptribute 
power equitably among them. The problems of the grid' and trans
mission losses can be resolved if measureme1tts are taken at the 
,outLet point and at the inlet point in the neighbouring. S~a.tes ~nd· the 
trammiaBiOn losses worked out on percentage basi$. 7)1,8 Commit
tee Me an.riolu that a product like power of· a puhlic undertaking 
Qf whith G01'emmentof I"cUa is therMjor or the, only, shareholder, 
'should mit' be, restricted· to one StaJ;e only. 

Another pomt·ia how the power purchased by the.Ma,Oras Stak 
Electricity Boa:rdjrom the Neyveli Thermal Station is Bold to another 
.state Efedricity 804m after keeping a certain margin. Obtaining 
-Of profUs 'by the Madras St'-e Electricity Boa.rd abooe-_ its seTvic:e 
-charge. from a Mighbovri1&g State dRa. not seem ;mti:fiable. This 
0(1110 renlts in the -power being sold- to the CQnB1,I.meTS in the neigh
bouriftg Stctes at ·ahi~er priee. F.Tom·thU~t or ~w. it· is aIsp 
..... We 'thBt . the Ompwation ,Jwuld "U.1'OtQer to. the.sta.te.E~ctri
city BoMcII, cltreetty· at· _ rale, whidl may be, 'l7J1U'l.£(JUy IWTee" 
uptML. 

The ckNfeR. to -.. ,.""" ~~. ~~er to. the ~rCl8, State 
~ ,BoenI' tOa.. takea em' the 27~f D~b"" 1954. On t'l\at 
44U tJt.e NeweeU; Uign1te Projeet· 'WCI8!ad~rU bll the. Madras 
State G~. The ~ ~t tqok:up,the. refPOnsi-
","Uti of ~ tM pro;ect " frem the, lit ID.fIJ!4ru, 1955, a~ 
admi1L~e·f'~·from the 1i~ ~QeTj.I955. W.hen 
tm. ~ tOa. tcJcea ooer, itg~1D1JM.h.er the dec'-
aion to supply power to· u.., MtId,.., Bfate El.«tdcity, Boar" . only 
1AIhich, 1DQI. arrlf18d ,at PriM, to such t4Jdng over Ittll continued to 
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be binding. When the Project 1DCJB transferred in 1955, the Cen.-
tr.l Gooernment ,hov,1d have examined this question de DOVo. 
Du,ing evidence 01 officials uJ the CorporatiOn and the Min.istry~ 
the Committee gathered tV&e impression that there was a vague 
idea th4t power WCII to be suppLied to the Madras State, -!>ut no «me 
"aU1/ knew what exactly the deci.rion 1041. (Paragraph '64-66) . 

The Secretary of the Ministry had stated that the B'Upply of the 
power to the MadrCII ,State upto 250 MW stage was because of the 
commitment macJe in 1954 but if there WClI generation of power 
beyond 250 MW that would be shared by the other States. In vieW' 
uJ tIM-the Committee taU to understand as to why the Corpo1'ation. 
it contemplating to enter into (In agreement with the Madras Gov-
ernment fOT' the supply of power even upto 600 MW stage. (Para.
graph 88). 

REPLY OF GoVERNMENT 

The question of sharing of power from Neyve1i by the neigh-
bouring States was discussed at a meeting held in the Ministry af. 
Irrigation and Power on the 30th May, 1966, at which, besides the 
representatives of that Ministry I representatives of this Ministry,. 
Ministry of Finance (Department of Co-ordination), Planning Com-
mission, Department of Atomic Energy and Central Water and 
Power Commission were present. It was indicated that the sanc-
tioned capacities of NeyveU upto 600 MW and Kalapakkam (Nuclear) 
Station had already -been taken into account in calculating the power 
position of the Madras State during Fourth Plan. According to the-
present estimate, Madras and Kerala States were expected to be 
surplus in power by the end of the Fourl!\ Plan, assuming 
that Kalapakkam (Nuclear) power station would be commissioned 
by 1970-71. But Andhra Pradesh was expected to be deficit in power 
throughout the Fourth Plan period. However, since Madras Grid 
was totally dependent on the entire bulk supply which would be 
available from Neyveli. it was agreed that the Madras State need 
not share Neyveli power available from the Power Station of 600 'M.W 
capacity with the neighbouring States. A guarantee should be 
obtained from the State Government regarding drawal of Neyveli 
power by the State Government at optimum load factor. It was 
also agreed that in tim'es of power shortage or emergency. the 
Centre woul" have tbe rig~· to divert power supply to the extent 
of 1/4th of th .. nonnal supply. Also off-peak surpluses can be uti-
lised by the neighbouring States. if required, 

In view of the aforementioned conclusions. tne need for the con-
clusion of an agreement with the Madras State Electricity Board 
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by the. Corporation for the supply of pewer even upto 600 MW stage 
would be appreciated. However, the aforementioned decisions would, 
be incorporated in the formal agreement to be executed by the I 

Corporation with the Board. 

[Ministry of Steel, Mines and MetaLs \Deptt. of Mines and Metals), 
O.M. No. 10(32) /66-CX, dated 17th August, 1967]. 

COMMENTS OF THE COMMITTEE 

The Committee are not satisfied with the reply given by the 
Government. The power-generated by NeyveJi Lignite Corporation, 
a Central Government Public Undertaking, should not have been 
earmarked for one State only but should also have been made 
available to the other needy neighbouring States. 

The Committee riterate their recommendation and urge upon 
the Government to make power available from this unit to other 
States also on a rational basis, if required by them. 

Recommendation (Serial No. 23) 

The main and contributory reasons jor the collapse of the Urea 
Drying and Cooling Plant building were (i) faulty or incomplete 
design supplied by the designers, (ii) non-availability Of any ex
perienced engineer to check the design, (iii) employment of engineer, 
who did not have experience m this pa:rticu.lar type of construction 
and (iv) execution of the work without first obtaining detailed 
drawings, reas0113 given in items (ii) , (iii) and (iv) are within the 
Corporation's responsibility. The execution oj work without obtain
ing detailed drawings was not 1Y"oper. If detailed drawings had not 
been supplied by Messrs. E.C.C. Ltd., the Corporation should ha~ 
first obtained them from the firm or eLse should have had them pre
pared before undertaking execution of work. Such neglect can 
result in heavy losses and even involve loss of life. The Corporation 
,hould ensure that the designs supplied by outside age1JCieB are check
ed by its own constructiOn engineerB and that there is no defect in 
the execution of work. (Paragraph 97). 

REPLy OF GoVERNMENT 

As the Committee are already aware, there was considerable 
delay in the implementation of the fertiliser scheme. The Corpora-
tion were anxious to avoid delays in the execution of tIre connected 
civil works. With a view to reduce the construction cost, they have 
been adopting a general policy of undertaking th'e execution of' 
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'-eivll works, as far as possible, departmentally. At the time of. tak-
ing up !rus particular work, there were not many civil ~gineers in 
the Corporation and even those available were inexperienced in 
a..C.C. work 01 this nature. Thus, due to paucity of civil engineers 
with experience in R.C.C. wOl'k, the Corporation had no alternative 
but to entrust the work to the personnel availabl'e in the Project. 

The question of supply of the detailed drawings were taken up 
by the Lignite Corporation with Messrs Engineering Construction 
Corporation during the initial stages' itself, bUl; the latter replied 
that they could supply such drawings only on payment of extra 
cost, as the scope of their supply did not cover such drawings, The 
Lignite Corporation then decided not to press the matter further. 

NormaUy, bar-bending schedules were prepared by the field 
~fficers, But, in this case, as the civil works, which were already 
. delayed, had to be rushed through on a three-shift basis in order 
10 keep to the tight time schedule and the volume of work.was also 
heavy, and the field staff were not adequate for the pre~ration ,of 
-detailed drawings, etc., the field officers did not sufficiently realise 
the importance and, necessary of issu.ing the drawings. They hat! 
probably presumed that they could carry out the work without such 
,drawings, as· they had done similar work earlier without trouble. 
Afte?' t~ iDCidilnt, hO'lDet1er, the Corporation have issued definite 
iutructions in tthis rega.Td to be followed st'l'ictly to the field staff. 
The- engineers;direetlyresponsible for the 'eRcution, no doubt,faiied 
'in an important detail, i.e., tying of the reinforcement. Previous 
experience ()f heavy concrete structures' wouid have detected the 
ill8deq\l8cies of desigDs. Thus an unfortunate combinatiOn of defec-
'tive design, and inadequate experience, whieli only nec'eSsitated the 
appobUmeDt .ot'the me.c. as consultants; resulted· in the collapse of . 
~ ·sttucture. 

Asr~ds tbe ~tion that the COfPOl'ation should· bave<;the 
-destgns ~Plied b-y. outside' agencies ,chtlCkeci. by. their own. stam;. it 
is,SllbJt)j#ed.\~t.,wbell:a\tmn',is,~,Wilth .. :the.:work.of,,~~ 
iU ~~ the..~~l~ty fer·· tAe ,(1()~eas,of'ltbe: dee1gQ.·:~ 
'nished by them rests on them. It{woulci be, verydfJBcult, .expeuiv,e 
'and indeed redundant for the user undertaking to have its own 
-establishment to eheek,the ccmrectness ,of;the designs furnished by 
the designs organisation. A design organisation or firm is ~nmaged 
because·the user undertaking does not have the facflities or me8J1S 
f6r setting up Its design establishment. Ev'en for checking tlle 
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designs of the.specialised design organisation, the undertaking hu. 
to have a fairly large establishment with qualified staff. 
[Ministry ,0f.Steel, ,Mi~e$,& Metals (Deptt. of Mines cfr Metals), O.M. no. 10'('32) (66-:CX, dated the 9th August, 1967J. 

COMMENTs' OF THE COMMITl'EE 

Please see paras. 1 to 5 of Chapter I of the Report. 

RecolllD1eDdation (Serial No. 31) 

The future prospects oj the Clay Washing Scheme are uncertain. 
This is another instance where machinery with excessive capacity has 
been purchased from cibre,ad without carrying out any advance Btu-· 
dies. (Paragraph lal}. 

REPLY OF GOVERNMEN'l' 

1t may not be correct to say that the capacity of the plant is ex-
cessive. The plant purchased was of the lowest possible capacity fnr 
a unit of this type. It has to be of sufficient capacity to be ecollomi-· 
cally viable. Advance studies were in fact made to find out the pros-
pecb of clay washing plant and these revealed the existence of large-
quantities Of raw clay above the lignite seam anti good demand for 
the washed clay, These studies also. revealed that having regard to 
the demand of washed day in the Southern States, a Plant for the 
production of 6,000 tonnes of washed clay to Start with woultl be 
suitable and economical. 

As already explained to the' Committee, difficulties have arisen in 
selective mining of the clay available, with the specialised mining 
equipment. As the .clay seam is erratic with varying thickness and 
is f-ound to occur in patches and pockets; the excavator is unsble to 
remove ·th2cl~y. These . difficulties iJ1 actual excavation of clay by 
the specialised mining equipment were not- foreSren ~ t~e time of 
sqbmitting the Prqje~t ~port. . Therefore, whenever white clay is 
avj:lilable in miJ;lable thi~lrness of about 3 metres, it -will be excavated 
and stocked and when it is ellough for clay washing plant. to run 
continlJous)y for at -least six months, the washing of the clap would 
be done. ., ~:. 

, ltl'ciciehtarly, 'it may" be adc!te<r that O'utof the' total investm~nt of 
Rs. 14'62 lakhs on theclaty 'Wasbing'scheme, the cost of equipment 
imported from abroaq was Rs. 89,200 only., 
[Minist~y O'f Steel., Mines &- MetDls (Deptt. O'f MiDe8 & MetaL,), O.M. 

NO'. 10 (32) I66-CX, dated 24th August, 196'1]. 



to 
CoMMZlml OJ' THE CoMxrrnz 

P&4!",e _. Paras 6 to 10 of Chapter I of the Report. 
Recommendation (Serial No. 3%) 

It i.t regrettable that the quantity of washed clay produced WCIB 
entered in the OOoks on approximate bCJ8i.s without ca~ out actual 
weighment'. The total Quantity of clay produced till 1964-65 w~ it-
self not much. That the variationa in book figures and the actual .tock 
.hawed a shortage of 3191.502 tOft.ne. is all he more .u.7'pfUing. Per
h4p. the wOIhed clay Wa.B alBa Bold without weighment. The C~ 
mittee are not ccmmnced with the 7'eCllOnB given in this connection. 
and de,iTe that the matter .hould be investigated and respomibility 
fized. (Paragraph 135). 

REPLy or GoVEItNMENT 
The weight of washed clay taken to stock was assessed from the 

number of wet cakes taken out of the Presses. These cakes were 
found to vary in clay content. The washed clay was sold only after 
weighment and records have been maintained to this effect. The 
Corporation have since carried out detailed investigation about stock 
shortage. These have revealed that there was no sale without weigh-
ment. 

The question o-f installation of weighment facUities in the clay 
washing plant has been considereti by the Corporation. It has been 
found that this will be expensive and will increase the cost of pro-
duction. Therefore. they have decided not to make separate weigh-
ment arrangements for the plant. However, the raw clay conveyed 
from Mines Is now being weighed in the weigh-bridge available in 
the Briquetting and Carbonisation plant which is located adjacent to 
the clay washing plant. This weigh-bridge in the Briquetting and 
Carbonisation plant was installed only in 1965-66. Thus, proper 
record is maintained now for the quantity of clay conveyed to clay 
washing plant, from the mines. Inside the plant, raw clay is fed 
by means of a measure box of known volume and weight and recorti 
is being maintained for the quantity fed in each shift. 

As regards weighment of the finished product, washed clay is 
bagged and actually weighed before it is despatched. The clay wash-
ing plant was recommissloned recently and the Corporation are mak-
Ing arrangements to weigh the clay at the recovery emi also before 
it is stored-. 
{Ministry of Steel, MiM, & Meta18 (Deptt. of Mme, & Met4b) , OM. 

No. 10(32)/~X. dated 9th Auguat, 1967]. --.. _ .. _--------
-The Qovmun~t 'um;lb~ further dariflcafion Tf'J8rdir, the a.tter when the 

fe1)CIIrt "'''''nt to tbe Mimtry fOt ftIeNaI 'f'erihtJon. This has heat Incorporated 
., appendix tv '0 tbit report. 



CoMMBN'l'S OF 'l"HE COMIloU'l"J:'D 

Plecue see Paras 11 to 14 of Chapter I of the Report. 

Recommendation (Serial No. 48) 
" A depm1ure from the normal commercial practice has been made 

by entering into a profit sharing arrangement with the Madras Gov
ernment. The argument put forward by t"~ Ministry that the Co-
operation of the Madras Government in obtaining land and other faci
lities was necessatry for the successful implementation of th, scheme 
is not tenable because such consideration apply in case of all public 
sector projects of the Central Government. As regards the financial 
implications of the profit sharing arrangements the representative of 
the Ministry had stated that the profit sharitng arrangement was more 
advantageous than payment of royalty on lignite. But earlieT in 1960-
61 the information given was that Madras Government would get 
about Rs. 54 lakhs more by the present arrangement than what they 
wou.ld have got by way of royalty. The Corporation has not yet start
ed earning prOfits and as such the amount payable to the Madras 
Government cannot be assessed at this stage. The Committee are 
not fully convinced whether the profit-Sharing arrangement wou.ld 'be 
advantageous to the COTpOTation. They desire that the matter should 
be reviewed. (Paragraph 210). 

REPLY OF GoVERNMENT 

The matter has been examined in consultatiOn with the Ministry 
of Finance. It is felt that the existing arrangement for the sharing 
of 25 per cent of the net profits with the State Governments should 
continue, as the circumstances have not substantially altereti to war-
rant a review at this stage. 
[Ministry Of Steel, Mines & Metals (Deptt. of Mines & Metals), O.M. 

No. 10(32)/66-CX, dated 9th August, 1967]. 

COMMENTS OP 'mE CoMMI'I."l'EE 

Please see paras 15 to 22 of Chapter I of the Report. 



CBAPTEB IV 

.RECOMMENDATIDNS .IN ·RESPECT OF Wl!1101l.~ OF 
OO~ ARE STILL AJW1\f'lUm 

8eeOInmeedatioD (Serial No. 14). 

In&he tMtter of .... leof JIOWeT, the Corporation·1IB i1D8U ill _ M4rJ. 
,. Sw~ Blectricitll Bom Bhould beentit1ecl toa rtIIBotUIble n'IiIIJ1gm 
of profit OM CI fai'r rslurn on capital 'Jf the ·C01'p()rotion. able 1& 
bring doumits ('0$[.01 prOductIon to ab0fllt4.3.Pais'eiper, K1Wff,.:CMJO 
MWatate,CII ftOWeooisaged, themleprift Of5~2~iBe,per XWIi 
unit git18 c lair "tltum em inuestmem. H~, '11 the ,price'. 
whiCh the Madraa State Electricity BOcmi ,ell. 'pow« is 11l"UCh higher 
thon the price at· which « purchases trom· the eor,oration. IItUI ·thiI 
mulfs in c substcmfiol mum· to the Madras State ~lectridty 1JMl'd., 
theta the Corponltion ,hould be entitled to a hig"" price for' tM 
power .olel byk. The Committee !eelthat the Madra. Sttde B1ec:tri-o 
city Boord ,hould notretGin higher ~ of Pf'Otlt from t1N Hie 
Of .1ectrlcity which it obt4im from the Corporation·thdn tM percent-
age Of profit it makes on electricity gen~ed. by itself. Tkt.proflt 
.hould be conBideTed rather liberal as the Madras State Electricity 
Board will get it without ha'Ling pTodu~d this power. (Paragraph 
58). -

a-Obtlllelldatkhl (SerIal No. 21) 

The Committee consider that the delay in procurement oJ Steet 
for the FeTtiIizer Plant was a case of bad pZonning. h appears that 
during the period from May, 1960 till the receipt of steel in 1963, 
there h.ad been nO rettliaation Oft the pdrt of the MiftiSt1y or the'Cot'-
poTation that the delay CClU8ed in th~ procurement of steel was going 
to result in heavy ftm'1J payment. to the foreign contractors. The 
whole questton of procurement of steel had not been dealt with the 
Care wh:ch it dese1'Ved. The mattn should· be investigated anC! res
ponsibility fixed for the heauy tosse.. (Paragraph 91). 

Rec:ommeadatioD (Serial No. 28) 

The break-et)en pohlt for the B 8& C Plant i$ about 260,000 1oone3 
of production of carbonised briquettes per annum. The production 

·R~plie!l of Government to Ibc'se recommendations were r<ceivcd wh{Q the 
rq)Ort was Sent to 'he Ministry for fac1\!al l'ftificatiOrl. These have been it COfJ:~ 
rated in the Report as Append:ces I, II &: 111 re:spcc:tlvdy. 



ift 1968-69 i3 assumed at 269,000 tonnes. It follows that till 186&-61 
the scheme will not make tn'oji.t. To show a reasonable projtt the 
plant has to be worked much above that point. Since the plant caft 
produce according to the rated capacity, the Corporatwn's approach 
3hould be towards vigoTO'US sales programme so t1uR fAa pmcl1#tion 
mn be taken up to the maximum. (Paragraph 117). 

INroBMATION CALLED FOR BY THE Co~ 

" ......•... the replies of Government in respect of rec:~~4t-. 
tions at 81, Nos. 14,22 and 28 may be furnished witbQ1Jt fqrt~el' dela,.. \ 

[L.S.S. O.M. No. 19-PU /67, dated the 2nd April, 1968]. 

REPLY OF GoVEBNMiENT 

" ........ the matter is under examination in consultaijon witll ~ 
Neyveli Lignite Corporation. A reference has ~ maqe in t4, 
m~tter to them. Their replies are still awaited and th~y b~ve b~~ 
telegraphically requested to expedite their reply. This D~~~. 
Rply will be furnisheq. to the Lok Sabha Secretariat as SQQn ~ ~ 
poration's reply is received." 

[Ministry of Steel, Mi~s & Metals (Deptt. of Mines & Metals), O.M. 
No. 10 (32) 166-eX, dated 11th ApTvl, 1968]. 

NEW DELHI; 
SeptembeT 9, 1968. 
Bhadra 18, 1890 (S). 

G. S. DHILLON, 
Ohainnan, 

Committee Oft Public, Undertcikinq •• 



APPENDIX I 

(vide para 23 of Chapter I) 

Becommead.tioa (Serial No. 14) 

I. tlte matter of sale of powe-r, the CMPOTation as weU as the 
JfGClrcu State ElectTicity Boa,.d should be entitled to a ,.eas\.JM'ble 
margin of profit aruf a fair return on capital. If the Corporation is 
able to bring d01D'n its cost of p1'oductioTl to about 4.3 Paise per KWH 
at 600 MW stage, as now envisaged, the sale price of 5.2 Paise per 
KWH will give a fair return on investment. However .• if the price 
at which the Madras State Electricity Board setls power is much 
highe-r than the price at which it purchase.! from the Corporation 
and this results in 4 substantial return to the Madras State Electri
city Board, then the Corporation should be entitled to a higher price 
for the power sold by it. The Committee feel that the Madras State 
Electricity Board should not retain highe-r percentage Of profit from 
the sale of electricity which it obtains from the Corporation than 
the percentage of profit it makes on electricity gene-rated by itself. 
This profit should be considered rather liberal as the Madras State 
Electricity Board wilt get it without having produced this power, 
(Paragraph 58). 

REPLy 01' GoVERNMENT 

The sale price of N eyveli Power h8$ since been raised from 5.2 
to 5.9 paise peT' KWhr with effect from 1.4.1968 which will be in 
force for a period of four years. According to present indications, 
the revised rate is expected to yield a return of 7.85% on the em-
ployed capital, subject to the cost of production of lignite being 
reduced to Rs. 17/- per tonne. The Corporation are endeavouring 
to bring down the cost of generation in order to 'Secure a higher 
return. 

As regards the extent to which the Madras State Electricity 
Board secure profit from the sale of Neyveli power to their own 
consumers, it may be stated that the Neyveli Power House is being 
operated with the other power houses of the Board in an integrated 
manner. Energy drawn from Neyveli Power House along with the 
energy generated from the generating stations of the Board is fed 
into the com~n grid and sold to the ultimate consumers. The 
power purchased from Neyveli is required to be transmitted to the 
various load centres in the State along with the power from their 
other generating stations and then stepped down to di1ferent vol. 
taps for sale to a.T.IL.T. consumers throughout the State. 
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The rates charged by Madras State Electricity Board for large 

and heavy industries and agricultural consumers as on 1.11.1968 are 
9.54 paise per Kwh (for 1,000 Kw demand at 50% load factor), 7.40 
paise per Kwh (for demand of 5000 Kw at per cent load factor) and 
8.25 paise per Kwh (for demand of 10 H.P. at 15% load factor) 
respectively. These rates are applicable throughout the State 
excepting only Madras city where thermal surcharge has been 
levied for H.T. industrial consumers. It is considered that the rates 
offered to the above consumers are not such as to give the Board 
an undue profit. 

[Mini$try of Steel, Mines & Metals (Deptt. of Mines & Metals) 
letter No. 10 (32)/66-CX, dated the 14th Novembet', 1966.] 



A'PPEN'DIX D 
(Vide para 23 of Chapter I) 

l&eeoaimendatio. (Serial No. 22) 
IJ!M committee conBtder that the delay in p7'OCUTemmt of deeI 

fin"d*J'erttti%e1"Plant to" aCdSe for bad plmmmg. It~ 
th4t during the period from May, 1960 till the Teceipt of steel'" 1988, 
there had been no Tealisation on the part of the Minist,-y 01" the 
~tiOft tluJ.t the delaV caUled in the p7'Ocuremerit bf MHl wa. 
gotnt fb ,.elSlt 'mhtavy extra. pcym.entlto the jlJfieigft.COtl.t1'dCtOT'. ' 

The whole queltion of prOCUTement of ,teel has not been. dealt with 
the CG"e which it deseTved. The matteT should be inve,tigated and 
,.eaponribility fized fOT the heavy len,e,. (PaTagraph 11) 

REPLY 01' GovI:RNMENT 

The matter had been investigated in detail by the Neyveli 
Lignite Corporation and the responsibility for entering into com-
mitment with the foreign suppliers to supply indigenous steel, 
without ascertaining the possibility of procuring them within the 
Ume stipulated in the contract and also the failure to take follow 
up action in this regard has been tentatively fixed on a former 
Deputy General Manager (Technical & Works) of the Corporation. 
Further investigations are in progress. 

[M'nin~ of Steel, Min .. & Metals (Deptt. of Mine. & Metall) , 
letter No. 10 (32) I66-CX, dated the 14th November, 1968.] 



APPENDIX ru 
(Vide para 23 of Chapter I) 

Reco~dation (Serial No. 28) 

The break-even point fOT the V. & C~ Plant is (JIb out 2,60,000 
tonnes of production of carbonised briquettes per annum. The 
production in 1963-69 is assumed at 2,69,000 tonnes. It follows that 
till 1963-69 the scheme will not make profit. To show a reasonable 
profit the plant has to be worked much above that point. Since the 
Plant. can produce according to the rated capacity, the Corporation's 
approach should 'be towards vigorous sales programme so that the, 
production can be taken up to the maximum. (Paragraph 117) 

REPLY OF GOVERNMENT 

Intensive .sales promotion measures, propaganda of the products' 
utility and publicity for the superior quality of 'Leco' are being 
undertaken by the Corporation. Demonstration vans with ade-
quate complement of staff are touring continuously to publicise the 
qualities of 'Leco'. Efforts are also being made to export 'Leco' to 
foreign countries. As a result of these mleasures, the demand for 
'Leco' has picked up substantially. The sale price of 'Leco' has 
also been raised to Rs. 175 from 5-1-1968. 

AJJ regards viability of the plant, according to latest assessment 
made by the Corporation, it will break-even at the production level 
of 2,86,125 tonnes i.e. 7/8th of the rated capacity (as against 2,60,000 
tonnes indicated earlier) and at the sale price of Rs. 185 per tonne. 
This is expected to be achieved after 1972. Apart from restricted 
market, non-availability of sufficient lignite for the Briquetting and 
Carbonisation plant, after meeting the requirements of Power 
Station and Fertilizer Plant, has also been responsible for the failure 
of the plant to operate at rated capacity. During 1968-69 the Plant 
will operate at half of its capacity i.e. 1,80,000 tormes and actual 
production from 1-4-1968 upto 23-9-1968 was 62,751 tonnes. 

With a view to overcome this difficulty, the mine capacity is 
being increased from. the present level of 4.5 milli.>n tonnes per 
annum to 6 million tonnes by 1971-72. It is, however, possible that 
the quantity of lignite matie available for the B.&C. plant, after 
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meeting the requirements of Power Station and Fertilizer Plant, may 
still fall short ot the requirements to enable the plant to operate 
at 7/8th of its capacity. Necessary further adjustments may, there-
fore, have to be made to make the plant viable. -

[Minim'JI of Steel, Mines & Metals (Deptt. of Mines & Metc..!s) , 
letter No. 10 (32)/66-CX, dated the 14th November, 1968.] 



APPENDIX IV 

(Vide para 14 of Chapter I) 

Recommendation (Serial ~io. 32) 

It is regrettable that the quantity of washed clay produced was 
entered in the books on approximate basis without carrying out 
actual weighments. The total quantity of Clay produced till 1964-65 
was itself not much. That the variations in book figures and the 
actual stock showed a shortage qf 3191.502 tonnes is all the more, 
surprising. Perhaps the washed clay was also sold 1vithout weigh-
ment. The Committee are not convinced with the reasons given in 
this connection and desire that the matter should 'be investigated 
and responsibility fixed. (Paragraph 135). 

REPLY OF GOVERNMENT 

In our earlier reply, we had narrated the facts about the weigh. 
ments of washed clay taken to stock and the question of installa· 
tion of weighment· facilities in the clay washing plant. 

As regards the investigation into the shortage of washed clay 
and fixation of responsibility for the same, the Corporation have 
since carried out further investigations through a High Power 
Committee of three Chief Engineers and have concluded that the 
discrepancies in stocks were due to adoption and booking of incor· 
reet figures in the absence of necessary weighing facilities, parti. 
cularly in regard to assumption of highly inflated recovery rate of 
50% to 80% of washed clap from raw clay which in the course of 
actual tests was found to be not more than 26%. Based on these· 
revised calculations, they have concluded that -there was no ]OS8 or 
shortage of washed clay and the question of fixation of responsi. 
bility for the loss, therefore, did not arise. Appropriate action win 
be taken by the Corporation against the persons responsible for 
incorrect bookings. Action has been. taken by the Corporation to 
ensure correct booking in future, besides periodical physical veri .. 
fication of stocks by an agency other than the plant staff. 

[Ministry of Steel, Mines & Metals (Deptt. '(yf Mines &: Metals), 
letter No. 10 (32)/66-CX, dated the 14th NOt'ember, 1968.] 
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APPENDIX V 
(Vide para 5 of introduction) 

Aulyli, t1/ thl action taken by GDfJtrmnml 1M f'~i_ eoIItIIl,.-
MI i" the TfIJ""Y Fourth Rlptn't of tits Ctlfrlmittu 0Jt PtIb'" 

UndertaJeillls (Third Lok Sabha) 

I. 

1L 

tn. 

IV. 

V. 

Total number of recommendatiom made 

R«omlnClldaticns that bave been accepted by 
Ooveramalt (V;dI SL Nos. 4, 5,6, 7,8,9, 
10, U. 12, 2,4, 35, 27, a9, 30, 33, 3S, 36, 31, 
38, 39, 40, 41, 42, 43, 44. 4S, 46, 48 (para 
:an), and 49] 
Number 
Percentage to total 

Recommendations which the Committee do 
DOl deeire to pUl'l1le in view of 00'Vml-
mean reply (Vid. Sl. Nos. 1,2,3, J3, 17, 
18, 19. 20, 21, 26, 34 and 47) 
Nqmber 
Perccntage to total 

RocommendatiODl in respect of which repliet 
of Government have not bCCIlaccepted by 
the Committee [Vith S1. Not. 15. 16, ~3, 31, 
P and 48 (para 210») 
Number 
'erc:ent..re to tOtal 

Recommendations in respect of which replies 
from Government are still awaited (Vide SL 
Nos. 14, U and ~ 
Nwnber 
Perceutage to total 

49 

:aS1 
sS·16 



SI. Name of Alen' ~ SL Name of AgeD! ~ No. No. 

DBLHI-eOllt4. • 30· "?!'. Publiahina 
ouse, Rani Jhan&i 

al. SatNaaia& SoDa, jl4I Road, New D hi • 76 
Mobd. Ali Bazar, on 
Gate, Delhi. 3 31. The United Book 1!:n-

:al. AunaR.m& Sons, Ka- cy, .,.a, Amrit ur 
Mad;et, Paber Ganj, Ihmere Gate, Delhi-6 \I New Ddbi. II 

23· J. M. JIiDa& Brothers, 
MoD Gate, Delhi. . II 32. Hind Book House, b, 

The Centtal News AgeD-
JlIIIPath, New DeIhi·1 9' 2-4. 

Pt:'~~bt 33· Bookwdldt, Sant Naran-• Delhi. 1.; kari ny, Kings-2,. The BDatiab Book Store, way Camp, Delhi-9. 
7-1... Conaa~t 
Circus, New De i. lC 

MANIPUR 
36. Lak.hmi Book Store,-42 

MWlidpal Market, 
3 .. • Shri N. Cb80ba SiDah, Janpath, New Delhi 23 News ~t, Ramlal 

37. Bahree B~aa, Paul School 

~ et' 
AlIna, mphal. • 77 

'-6. • • 27 
aBo JaJllD& Book Qepot. AGENTS IN FOREIGN CbappenraIa KlWlo 

Karol Bqb. New COtrnTlUES 
Ddbi. • 66 

0D0rd Boot & Statio- H· The Secretary, Eatabliah-
29. mem Departmelll, 

DaY Company, SciD- The ~ ComJDja-cIia HOUle, Coo- aioa IDdia, IDdia gagA-t Place, New ~ Alc!wych, o -I • . 68 LO N, W.C.-a 
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