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INTRODUCTION 
I, the Chairman, Committee on Public Undertakings having been 

authorised by the Committee to submit the Report on their behalf, present 
this Thirty-Fifth Report on the Action Taken by Government on the recom-
mendations relating to the Hindustan Shipyard Ltd., Fertilizer Cofporation 
of India Ltd., and the Hindustan Steel Ltd., contained in the Seventh 
Report of the Public Accounts Committee (Third Lok Sabha) on Audit 
Report (<;ivil), 1962-Chapters VIII and IX. 

2. The Seventh Report of the Public Accounts Committee (Third Lok 
Sabha) was presented to the Lok Sabha on the 8th March, 1963. It con-
tained 29 recommendations relating to the following public undertakings : 

Serial No. 
Name of the Public Undertaking of the Para No~. 

recommen-
dations 

(1) Indian Airlines Corporation 1- 5 5- 9 
(2) Hindustan Shipyard Ltd. .. 7- 9 12-14 
(3) Fertilizer Corporation of India Ltd. 10-16 16-22 
(4) Hindustan Antibiotics Ltd. 17-20 23-26 
(5) National Coal Development Corporation Ltd. 21-23 27-29 
(6) Hindustan Steel Ltd. 24-30 30-36 

3. Out of 29 recommendations, 14 recommendations, viz. Serial Nos.11 
1 to 5, 17 to 23, 24 and 25 have already been dealt with by the Publictl 
Accounts Committee in their Twenty-Sixth Report (Third Lok Sabha) pre-
sented to the Lok Sabha on the 30th April, 1964. Replies of Government 
to the remaining 15 recommendations viz. Serial Nos. 7 to 16 and 26 to 
30 contained in tha,t Report were received on 21st July, 1966, 28th 
April, 1967, 6th September, 1967, 8th February, 1968 and 23rd December, 
1968. 

4. The Committee considered the repHes on the 28th March, 1969. 
The Committee authorised the Chairman to finalise the Report and present 
it to Parliament. 

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

II. Recommendations that have been accepted by Government 
m. Recommendations which the COmmittee do not desire to pursue 

in view of Government's replies 
IV. Reoommenda,tioos in respect of which replies of Government 

have not been accepted by the Committee 
V. Recommendations in respect of which replies of Government are 

still awaited. 
5. An analysis of the action taken by Government on 15 recommenda-

tions ibid contained in the Seventh Report of the Public Accounts Com-
mittee (Third Lok Sabha) is given in Appendix VI. It would be observed 

(v) 



(vi) 

therefrom that out of 15 recommendatioDs, 60% have been accepted by 
the Government and the Committee do not desire to pursue 33.33CJf, of the 
reconunmdations in view of ·Gov~ent's reply. Replies in respect of 
6.67% of the recommendations have not lleen accepted by the Com-
mittee. 

NEW DELHI; 
April 1 I, 1969 
Chaitra 28, 1891 (S) 

G. S. DHILLON, 
Chainruln, 

Committee. on public Undertakings 



CHAPTER I 
REPORT 

CLAIMS UNDER MARI"'E I~SURANCE POLICY FOR MILLION TONNE PLANT-
DURGAPUR STEEL PLANT OF HINDUSTAN STEEL LTD.-PARA 36 OF SEVENTH 

REPORT OF THE PuBLIC ACCOUNTS CoMMITTEE (TmRo LOK SABRA). 

Recommendation (Serial No. 3O-Para 36) 

In their recommendation at Serial No. 30, the Public Accounts Com-
mittee expressed the opinion that the time taken by the Projeqt authori-
ties in preferring most of the final clc¥IDS had been on the high side, even 
after making due allowance for the procedural requirements to be fulfilled. 
That Committee had desired to be furnished with a report showing the 
progress made in the finalisation of claims. . 

2. In their reply, Government have stated that under 1 M.T.P. total 
claims amounting to £ 8,14,476-15-4 and Rs. 6,80,434.78 paise were 
registered with INSPOOL up to 31-3-65 including those preferred up to 
31-12-61 and 31-7-63. No further claims were lodged beyond 31st March, 
1965 as nothing was awaiting preferment. Based on the available records 
and documents which Durgapur Steel Plant were able to furnish, INSPOOL 
settled the claims up to 31-3-65 for £ 3,65,820-4-0 and Rs. 1,97,232.58 
paise leaving a sum of £ 4,48,656-11-4 and Rs. 4,83,202.20 paise as out-
standing. In view of the fact that all the connected documents could not 
be furnished to INSPOOL at a very belated stage and as both INSPOOL 
and HSL were anxious to finalise these outstanding claims, final settle-
ment of the aforesaid outstanding claims was agreed upon by the Company 
in May, 1965 at £ 2,86,671-18-0 and Rs. 3,77,708.00 on an ad hoc basis 
without obtaining the prior approval of the Board of Directors. The 
matter was placed before the Board only on 8th January, 1968 for obtain-
ing an ex-past-facto approval of the settlement. The Board, while accord-
ing the ex-post-facto approval observed as under:.-... 

"The Board noted that out of total claims registered with INSPOOL 
by Durgapur Steel Plant relating to the Million Tonne Pla,nt of 
£ 8,14,476-15-4 d and Rs. 6,80,434.78 paise up to March, 1965, 
a sum of £ 4,48,656-11-4 d and Rs. 4,83,202.20 paise was out-
standing as on 31-3-1965. Included in this outstanding amount were 
claims relating to about 400 cases which could not be evaluated 
for want of complete documentation. The c~s value of these 
400 cases as preferred by the Plant was £ 2,09,869-3-4 d and 
Rs. 280,085.76 paise. The board noted the reasons for non-
availability of complete documentation and the circumstances in 
which an ad hoc settlement was reached with the INSPOOL in 
May, 1965 for a total amount of £ 2,86,671-18-Od and 
Rs. 3,77,708. The Board accorded its approval for the overall 
settlement reached by the General Manager, Durgapur Steel Plant 
with the INSPOOL. While the Boa,rd appreciated the difficulties 
in procuring an supporting documents needed for establishing such 
insurance claims from agencies outside the control of HSL, the 
Board desired that an due care should be taken to ensure that 
insurance claims in future are supported by proper documentation." 
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3. Subsequently, a note (Appendix I) explaining the reasons for non-
ava.ilability of complete documentations and circumstances in which the 
settlement was made with JNSPOOL without the prior approval of the 
Board was submitted to the Board in their 126th Meeting held at Calcutta 
on 26th August, 1968. The Board observed as under:-

''The Board con!>idcred the note on the above subject and desired 
that in respect of such settlements which were beyond their powers, 
the General Ma,nagers should secure the prior approval of the Board 
of Directors/Chairman and further that there should be no avoid-
able delay in bringing such matters like the present one to the 
notice of the Board," 

4. The (~ommittee r"wet to notc that there was delay of two years and 
snen month" in obtaining even the ex-post-facto approval to the settlement 
of May t 965. It is rath" ... surprising that the Board lK.'Corded its approval 
fir. and a Note explaUaing tbe reasons for want of documents and the 
c:imunstam:es in which that settlement was made was submitted to the 
Board much later. The Committee hope that, in future, snch settlements 
as are beyond the powers of the General Managers, the prior approval of 
the Board of Directors/Chairman would be obtained aad the avoidable 
delay In bringing such matters as the present one to the notice of the Board \'ri" not ari§(!, The Committee also trust that the existiBg system of d0cu-
mentation in HSL would be placed on a sound footing so as to elimiaate 
~uc:h delays in fllture. 



CHAPTER n 
RECOMME~DATIONS THAT HAVE BEEN ACCEPTED BY 

GOVERNMENT 

HINDUST AN SHIPYARD LTD. 

Recommendation (Serial No.7) 

The Committee feel that the performance of the Shipyard still leaves I 
much to be desired, as the profit during 1960-61 works out to only 0.2% I 
of the total capital employed on the undertaking. Further, the fact that i 
the construction of ships is stilI being subsidised by Government indicates ! 

that the Shipyard hag not yet become fully self-supporting. total subsidy paid \ 
upto 31-3-61 being Rs. 509.18 lakhs. The Committee trust that no effort \ 
will be spared in planning and organisation with a view to improving 
the working of the Shipyard. (Paragraph 12) I 

Reply of Govemmeot 
The recommendation of the Committee is noted. 
2. The question of improving the planning and organisation of the Ship-

yard with a view ~ increasing the productivity of the Yard has been 
actively engaging the attention of the Government. An Indian firm of 
consultants, Mis. Daya Shankar & Associates, having collaboration 
arrangements with a British firm of Production consultants, was appointed 
in January, 1966 to suggest measures for improving the production capa-
city of the Ya,rd. The Consultants have recommended in their reports 
submitted from May to December, 1966 the introduction of production 
and material control measures for and the reorganisation and development 
of the yard. Action has been taken OD some of their reCommendations. 
Production control has been introduced in the Blacksmith ~d Hull Depart-
ment. Network analysis has been introduced for planning purposes. It is 
proposed to extend the production control system gradual1y to other depart-
ments. Standardisation of steel plates and their requirements cycles are 
being finalised. Arrangements have been made with Yugoslav and 
Polish firms for bulk supply of machinery and components for ships V.C.'s 
162 to 167. 

During the year 1966-67, Shipyard made a profit of Rs. 3.68 lakh~ 
on a total capital of Rs. 1,575.00 lakhs employed. The percentage of profit 
to the capital employed works out to 0.23. During the year, Rs. 156.00 
lakhs were received by the Shipyard as subsidy from Government. The 
total subsidy paid to the Shipyard from 1st April, 1961 to 31st March. 
1967 was Rs. 785.00 lakhs. 

3. These measures along with the improvement being effected in the 
handling facilities in the Hull Shop and the cranage facilities at the berths, 
would. it is expected. enable the yard to increase its a,nnual output to 
50,000 DWf per annum from next year. The present capacity of the 
Shipyard is about 35,000 DWT per year. 
L1 1.85/69-2 J 



" 
4. Oovcf!1ment have accorded sanction in July, 1967 to a scheme for 

the construct!OD of a larger dry dock as an adjunct to the Shipyard. This 
dock will be capable of accommodating vessels up to 57,000 DWf. 

S. Very recently the following steps have been taken to reorganise the 
set up of the Shipyard:-

(a) A retired official has been appointed as the Chairman of the 
Board of Directors. 

(b) A new Managing Director of the Shipyard assumed charge on 
ht June, 1967 . 

. (c) The functions of the Director of Ship Construction have been 
separated from those of the Managing Ditector and ~ officer 
from the Navy a.'isumed charge on 19th JUDe, 1967 as Director 
of Ship Construction. 

(d) A Director has been a~ in the Ministry one of whose 
special responsibilities will be to attend to the work relating 
to the Shipyard. 

(e) A Special Development 08i<:er has been appointed in the 
Sbipya,rd to attend to its development programme. 

(0 The difficulties faced by -the Shipyard from time to time are 
systematically repot"b;Sl to ,each meeting of the Board wi1h 
copy to the MinIstry. 

(g) A study by the officers of the Shipyard is under way for cu-
mining the possibilities of reducing the delivery period of ships 
and their c:osL 

[MiDistry of Transport &: Shipping O.M. No. SY-S(9)/63, dated the 
8th February, 1968] 

Rece ne.d .... [SerIal No. 1(1)] 
In tbc opinion ~ the Committee, strict adherence to the time, schedule 

is of prime importance in ~ commercial organisation like the Shipyard 
specially in the background of the genera.t shortage of Indian ships. Any 
com~ shown in this regard was bound to ba.e an advene effect on 
the prospective purchasers. 'Ibc." Committee would like to be informed 
of the progress made from year to year in reducing the foreign exchange 
elemcDt in the construction of ships. (Paragraph 13) 

ReplyolGo~ 

Tbe Government as wen as the Management of the Shipyard reatise 
the importance of adhering to the timo-schedule of ship c:onstroction in 
the Yard. Unfortunately, however, it has not been posstDle to a,dbere 
to the IIChedules due to delays in receipt of shipbuilding materials and 
equipment, particularly imported materials. paucity of foreign e1Chaage, 
want of modem machinery and layout of the Yard, a,nd lack of adequate 
ship repair facilities. 

2. With a view to improving the materials supply position, contract, 
have been ~ with Yup.>lav and Polish suppliers, for supply of shipbuild-
ing equipment and machinery for as many as six ships UDder rupee pay-
ment terms. As a result of this package-deal arrangement. the supply 
position has improved very much and it is hoped that the Shipyard should 
be able to maintain its construction schedules. 
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3. The. Board of pirectors of the Shipyard while approving its latest 
dule of ship construction (16th schedule) have resolved that the schedule 
should be strictly adhered to and the various conditions to be fulfilled to 
achieve the targets be reviewed at each of the Board meetings. 

4. With a view to accelerating the development of indigenous manufao.. 
ture of shipbuilding equipment and machinery, Government of India have 
appointed a Standing Committee in November, 1957 (reconstituted in Feb-
ruary, 1966) known as the Ship AneiUary Industries Committee with the 
folkming terms of references:-

(i) to discuss the question of standardising the material and an-
cillary equipment required for ship-building and ship-repair 
work and recommend which of them should be standardised 
for production in the country SO as to minimise the foreign 
exchange expenditure; 

(ii) to recommend on the steps to be taken to encourage the indi-
genous production of material and ancillary equipment requir-
ed by the ship building and ship-repairing industries; 

(iii) to examine the question of the training of personnel required 
for the development of the above ancillary industries and m~e 
suitable recommendations, keeping in view the steps that are 
already being taken by the Department of Transport in this 
connection; and 

(iv) to examine other technical problems which may be referred 
to it from time to time and llUltke suitable recommendations 
thereon. In pursuance of the recommendations made by this 
Committee in their Second Report submitted to Government in 
May, 1966 an Implementation Committee has been set up 
in May, 1967 to ensure follow-up action on the various re-
commendations of the Ship Ancillary Industries Committee. 
The recommendations have been accepted by OOvernment and 
have been/being implemented wherever feasible. A Develop-
ment Cell is being constituted among the three public sector 
Shipyards, viz. the Hindustan Shipyard Ltd., Visakhapatnam, 
the Garden Reach Workshops Ltd., Calcutta and the Maza-
gon Dock Ltd.. Bombay for encoura~ the indigenous pr0.-
duction of marine equipment and machlOery. This Cell apart 
from codifying, categorising and laying down priorities for 
items to ~ produced indigeneously, will provide tech-
nical specifications and design and data to inter-
ested entrepreneurs. It will also consider the pooling of re-
sources as wen as demand for common items with a view to 
ensure viability of orders. 

5. Government have recently approved the project for the manufacture 
of marine diesel engines by the Garden Reach Workshops, Calcutta. It h 
expected that the first marine engine would be available by 1969. 

6. The Shipyard is making continuous efforts to substitute indigenously 
manufactured items for imported ones in the construction of ships. The 
value of indigenous items used by the Yard since t 957 comes to approxi-
mately Rs. 1 crore. During the financial year 1966-67. orders worth 
Rs. 25.76 lakhs have been placed on indigen01J~ manufacturers in lieu of 
materials imported hitherto. It will be seen from the table given below 
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that there has been a steady incrcru.c in the percentage of indigenous mat.:-
rialJ except in the case of V.C. 136, which is specialised craft being a 
N~val Survey Vessel a,nd which necessarily bad to be fitted with a good 
deal of expensive imported equipment.. 

Year 
Percentage Percentage 

V.C.No. of of 
imported 

. material 
indipnous 

material ---------_. -------
(I) (2) (3) (4) --J961-6Z 148 87·32 12 '68 

146 87·22 12'78 
J962-63 147 84'511 IS-4Z 

149 79-01 20-99 
15O 79·29 20'71 

1963-64 lSI 76'20 23-80 
IS:! 74'34 25·M 

1964-65 1$3 77·66 22·34 
136 84·81 IS ·19 

1965-66 154 70003 29'91 
15S 73'37 26-6S 
lS6 73'39 26'61 

1966-67 1S7 7J -44 28·~6 
158 68'23 31'77 ----

[Ministry of Transpon & Shipping O.M. No. SY-S~)/63, dated the 
8th February 1968] 

...... cr •• atioo (Serial No. 8(U)) 

The: Committee had desired to be furnished with a note stating the 
installed capacity of the Shipyard and the extent to which it was being 
utUised. The Committee regret to obserVe that the information is still 
awailed. (Paragraph 13) . 

Reply of Govenal" 
The rcqWsitc iofomlation was furnished to the Lok Sabba Secretariat 

for information of the Committee vide this Ministry's O.M. No. SY-S(36) I 
61, dated 28th June. 1963 (Appendix IT). 

[Ministry of Transpon & Shipping OM. No. SY-S(9)/63, dated the 
8th February 1968] 

RecoDlIDeIIdIdoo (Serial No.9) 
The Committee feci that the existing procedure regarding fixation of 

price of ships is far from being satisfactory_ The Committee would urge 
that the formula which was being devised in consultation with the ship-
owner.. to provide incentive to the Shipyard to reduce the cost of CODs-
truction may be expedited as it is long overdue. (Paragraph 14) 

Reply of Go~'eI'IIDleId 
I After examin~tion of the j~es involved and taking into account the 
ieffect of devaluation, a new prlCtttg formula has been evolved for the sbIps I VC 162 on"'1lrds to be built at the Hindustan Shipyard. The new pricing 
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formula is based on the principle of world parity price which will be 
determined by striking an average of West German, Japanese and Yugos-
lavia prices prevalent at the time of signing of the contract. The basic 
price will be the parity price so determined plus 15% thereof. 

The Committee reconstituted to exa,mine the working of the Hindustani 
Shipyard Ltd. is iiUer alia required to recommend a suitable pricing fur-
mula for determining the sale price of the ships. L 

LMinistry of Transpon & Shipping O.M. No. SY-5(9)/63, dated th~ 
Xth February 1968] 

Fi:.RTlLlLER CORPORATION OF INDIA LTD. 

Recommendation (Serial No. 10) 

(i) 111e Committee obl;;:rve that although the production during the 
:year 1960-61 and 1961-62 has shown som~ i.mprovement over the low 
production during 1959-60, it is still rar from satisfactory. In pursuance 
of their e~rlicr recommendation in paras 27-28 of the 25th Report (1959-
60) the Committee were informed that the fall in production had been engag-
ing th~ earnest attention of the Company and the Government. They trust 
that effective measures would be taken by the Corporation to ensure that 
the rated capacity of the plant is achieved early. 

(ii) The Committee would ~so invite attention in this connection to 
the recommendation of the Tariff Commission in December 1959 that 
C"lOvemment should ask the Coal Controller to take immediate steps to 
make available to Sindri Fertilizers and Chemicals Limited such grades of 
coal as would enable it to obtain the right blend for its coke production 
regularly and in adequate quantities from nearby collieries. They desire 
that the matter should be pursued with the Coal Controller. (Paragraph 16) 

Reply of Govcmmmt 

( i) Please see Appendix III. 
(ij> The matter was pursued with the late Ministry of Mines & Fuel. 

Sindri's full requirements of Dishergarh Coal from Bajdih and Methani 
collieries are now being allotted and difficulties on this count have ceased 
~ince November, 1963. 

"(Ministry of Petroleum & Chemicals O.M. N:). 18/4/63-Ferts.lII, dated 
28-4-67) 

Recommendation (Serial No. 12) 

(i) The Committee are surprised to note that despite an additional 
expenditure of over Rs. 1 crore the actual productiOn capacity of the plant 
would still be about I 0% less tbap the original targets. They trust that 
all-out efforts would be made to attain the optimum capacity of the plant 
soon. The Committee are also of the view that constant and vigorous efforts 
are necessary to reduce the costs of production so that these are less than 
the landed cost of the imported items. 

"During faclUal verification of this RCl)Ort. Comptroller "nd Auditor General of 
India pointed out that thi~ rcply wa\ not routed thr,lugh Audit. 
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(ii) The Committee also desire that the question of reducing the reten-
tion price of urea should be reviewed without any further delay. 

'(Paragraph 18) 
Reply of Govenameat 

(i) Please see Appendix IV. 
(ii) The retention price of urea has been reduced with effect from 

1-4-62 and is as follows:-
For 1962-63 
For 1963-64 

.. Rs. 628 per M. ton 

. . Rs. 620 .. " .. 

Fer 1965-66 •. .• •• - .. " " 
For 1964-6S}.. .. .. }RS, S8' 

IMinistry of Petroleum & Chemicals O.M. No. 18/4/63-Ferts.1II, dated 
28-4-19671 

R~ (Serial No. 14) 

The Committee agree with the views of the Comptroller and Auditor 
General and recommend that the practice 0{ declaring dividend from the 
general reserve fund in circumstances disclosed in this case should be dis-
continued forthwith. (Paragraph 20) 

Reply of GovenuDellt 

Not:d. 

\ (Ministry of Petroleum & Chemicals O.M. No. 18/4/63-Ferts.UI, dated 
. 28-4-1967) 

\. HINDUSTAN STEEL LTD. 
. ReeomllllelMllilhn (Serial No. 17) 

The Committee note that the representative of Hiodustan Steel Lim.ited. 
could not justify the delay in placing order for spares. However, the 
Department of Iron and Steel and the Development Wing of the Ministry 
\If Conunerce and Industry have now addres.~ themselves to the problem 
tlnd have already initiated measures to obviate delays in procurement of 
materials from abroad. The Committee trust that the introduction of 
these measures will result in elimination of the cases of the present type. 

(Paragraph 33) 

Reply of GovenlIIIent 
Noted. 

[Ministry of Iron & Steel O.M. No. ParI. (10)-6/63 
• dated the 21st Julv 19661 

Recommendation (Serial No. 28) 

While the Committee not~ the Hindustan Steel's hope that surplus sani-
taryfittings (costing Rs. 1.931akhs) would be utilised in houses and public 
buildings to be constructed under the Expansion Scheme, they cannot help 
observing that, before placing the order for the material, the Project autho-
rides had failed to make a proper a.~s..<mlent of their requirements. The 
Committee trust that the Project authorities will be more careful, while mak-
ing such purchases in future. They would like to be informed of the 

\ disposal of tl1e surplus material. (Paragraph 34) 
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Reply of Government 

A public auction for disposal of surplus materials, besides materials in 
stock: intended for departmental use, was held on 17-4-64 in Township 
stores premises, Durgapur Steel Plant. 

Among other things the following sanitary' Fittings were put to auction : 
(1) Shower Fitting. .. 569 sets-Rs. 60,000.00. 
(2) Kitchen Sinks (Mosaic) 400 Nos.-Rs. 64,400.00. 
(3) Mortice Latches 6,000 Nos.-Rs. 1,06,000.00. 

As the prices offered by the highest bidders were very low when com-
pared to the reserve prices, the materials were withdrawn from the auction. 

The stock position in respect of Kitchen Sinks and Shower: Fittings as on 
31st March, 1964 and of Brass Mortice Latches as on 4th June, 1964 is 
given below;-

(1) Kitchen Sinks-649 Nos. valuing Rs. 1,04.813.50. 
(2) Shower Fittings-819 Sets valuing Rs. 86,830.38. 
(3) Brass Mortice Latches-6,272 Nos. Rs. 1,04,866.27. 

It has been confirmed by the Chief Engineer of the Plant that 819 sets 
of shower roses and 649 Nos. of Kitchen Sinks which were declared sur-
plus will be consumed fully in Durgapur Steel Plant. Regarding 6,272 Nos. 
of surplus Brass Mortice Latches 3,901 Nos. will be utilised by Durgapur 
Steel Plant and the General Manager has opined that the Balance of 2,371 
Latches would also be utilised by the Plant in proper manner as early as 
possible. 

After utilisation of the materials for maintenance and construction, the 
stock position as on' 30-9-66 was :-

(1) Kitch~n ~inks 441 sets valuing Rs. 71,221.5Op. 
(2) Shower fittings 713 sets valuing Rs. 75,592.25p. 
(3) Mortice Latches 4,135 sets valuing Rs. 69,137.2Op. 

[Ministry of Iron & Steel O.M. No. ParI. (10)-6/63 
dated the 6th September, 1967] 

Recommendation (Serial No. 29) 
The Committee regret to observe that, before purchasing the machines 

from Defence Disposals, the Project authorities had not made a proper 
assessment of the usability of the machines. The Committee a1 .. 0 fail to 
understand why the Project authorities had taken more than five years in 
coming to a decision regarding the disposal of the machines, when, a.. wa" 
stated in evidence, it was not considered worthwhile to spend foreign 
exchange on importing spare parts to make them serviceable: The Com-
mittee desire that the matter should be expedited. (Paragraph 35) 

Reply of Government 
The Plant has sold all the materials for a total amount of Rs. 46,176.101' 

against the purchase price of Rs. 41,700. 
[rvfinistry of Iron & Steel O.M. No. ParI. (10)-6/63 

dated th~ 6th September, 1967 and 21st November. 1967] 



CHAPTER m 
RECOMMENDATIONS WHIcH THE COMMl1TEE DO NOT DESIRE 

TO PURSUE IN VIEW OF GOVERNMENT'S REPLY 
FERTILISER CORPORATION OF INDIA LTD 

RerG ....... (SerW No. 11) 
The Committee need hardly emphasise the imperative need of extensive 

use of fertilizers to step up the output of food aDd commercial crops. In 
order to attract the agriculturists. it i .. necessary that the final price of ferti-
lizers payable by the consumers should be kept as low as possible by effect-
ing economies both. in the cost of production and in the expenses mcurred 
by various intermediary agencies. (Paragraph 17) 

Reply of Goveruaeat 
The Ministry of Food & Agriculture (Department of Agriculture) arc 

concerned with the recommendation about price of fertilizers being kept a .. 
low as possible by effectin~ economies in the expenses incurred by the 
various intormcdiary agencies. That Ministry has already replied to this 
point vitlt' Ministry of Food "Agriculture (De~eDt of Agriculture) 
U.O. No. 141M-MAJ, dated 7-10-64 (Appendix V) addressed to the 
LQk Sabha Secretariat. In the manufacture of ammonium sulphate approxi-
mately 62-65~~, of the work.s cost is the cost of raw materials (coal and 
llYPSWD) nnd packing material. and 18% the cost of utilities. 1bese three 
items alone account for 80-83% of the works cost. Labour and supervision 
amount to only 6.S% of the works cost and general overheads 12.5%. 
During the past few years the average delivered cost of raw materials such 
,1); coal and l!YJ)'ium have been rising steadily. To illustrate. the rise in unit 
prices betw~n 1958-59 and 1963-64 is given below :-

Cokilll COilI 
Steam Coal 
Gypsum 

Rutes F.O.R. Siltdrl in Rs. Per Tonrw 

1958·59 

27·55 
23·12 
042 -03 

1963-64 % increase 

33'85 
27-72 
S5·:!O· 

23 
:!O 
3J 

eOf this. the increase in freiaht alODe bas been of the order of Rs. 8 -0. Rest of the 
iDCl'eMe bas been due to use of Paldstan typSUm. 

R~duct;on ;1/ cost Of Production: 
The rise in cost of the ammonium. sulphate is. purely on ~ount ot rising 

c()Sts of raw materials and freight In the country over which the Company 
has DO control. On the other hand, labour supervision charges and general 
overhead per tonne have remained steady over seleI'Il years. 

"(Ministry of Petrolum & Chemicals O.M. No. 18/4/63-Ferts. In 
dated 28-4-1967] 

Rec:omm.dat'oa (Serial No. 13) 
"The ("".,ommitu.'C would reserve their comments in the matter as the final 

report reprding the cost of production of coke is still awaited. 
(Paragraph 19) 

-Durin!: factual verification of tbis Report. Comptroller and Auditor General (If 
India poinleci Ollt thal tbls reply was not routed thmugh AudiL 

to 



Reply of Gevenuaeet 
No comments. 
[Ministry of Petroleum & Chemicals O.M. No. 18/4/63-Ferts. In 

dated 28-4-1967] 

ReeonnnendatiOD (Serial No. 15) 

The Committee regret to note that the Company had been put to a heavy 
Joss due to lack of proper planning and defective designing of the plant. 
1bey desire that the matter should be reviewed with a view to fixing the 
responsibilty for the defective designing of the plant. (Paragraph 21) 

Reply of Govenunent 
The Fertilizer Corporation of India have reported that the designers of 

the Semi-water gas plant had given the following specifications for coke size 
at the time when the contract was placed with them :-

·'Coke over 4'~ will be crushed in the crusher house and fines below 
!" will be screened but before the coke is charged into the generators." 
Subsequently, when the question of inviting tenders for Coke Oven was 

being considered, Messrs Power Gas Corporation were once again cODSulted 
about the coke size. Messrs. Power Gas Corporation at that time advised 
that the best size range for the Gas Plant would be between 2''1 to 3" i.e. 
50 to. 70 mm. It was again recommended that all fines below t" should 
be screened out as the small size fuel reduces the output from the generators. 

At that time Sindri was purchasing hard metallurgical coke from the 
market, the size available was between !" and 18". The coke was crushed 
a04 screened to obtain the right size coke for the generators. With this type 
of CoCke. it was found that with the increasing proportion of lower size cOke 
i.e. 1" to 1 t" size the generators gave increasing amount of troubles. 

In the invitation to tenders for the Coke Oven Plant, the end 
use of the coke was mentioned and it was stipulated that coke 
grading should be between 2" to 3" i.e., as per advice of MIs Power 
Gas Corporation. If was only later, after the tenders were received that 
they were asked to give indication of the size range which they would be in 
a position to produce and it was after discussions with the; tenderers that a 
firm size range was evolved for the purposes of guarantee tests. The size 
range specified was 40 to 100 mm, 10 to 40 Il1Ill and below 10 mm. The 
tenderers were asked to indicate the percentage that they would be able to 
guarantee in these size ranges. The idea was tha~ the maximum qwuitityin 
the higher size range should be obtained so that it can be subsequently pro-
cessed for getting the maximum quantity of usable coke fot the Gas Plant. 
The important point to be taken note of is the fact that no Coke Oven Plant 
can produce coke whose size range will be such as can be directly used in the 
gas generators. In aU Cases the coke has to be crushed and screened to 
obtain. proper grading before usage in the generators. 

When the Coke Oven Plant went into production and we were. using 
some of the best grade coals available, the perfonnance of the gas generators 
even when using coke upto 100 mm. was found to be quite satisfactory; 
but crushing had to be resorted to even at that time to ptepare proper grade 
of coke. Subsequently with the deterioration of the quality of coals, it was 

LJLss/69-3 . 
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experienced that the higher size fraction reduced t1le output of the generators. 
In a nwnber of tests conducted in the year 1956-57 the b;st sUlc range of 
coke (produced from the type of. coals that were being used in . tbeP>ke 
Oven Plant) was found to be 16 to 7Smm.. Earlier Cl'III!IbiDg and screttung 
arrangements which were provided in the' old Gas Plant as well as in the 
Coke Ovens, were not quite satisfactory and as such it was decided to relay 
the coke handling system and provide two stage crushing and SCIl'.ening to 
get the best range required for ~ Gas and Lean Plants. . 

From what has ~n stated above, it would be clear ~ there w3$no 
serious defect in designing or planning the Coke Oven Plant. The sim of. 
coke that can be obtained from an oven is ~ function of the width of the 
Oven. As it i'i the oven size at Sindri is non-standard and smaller than the 
conventional ovens. If we had specified a smaller size range than 40 to 
100 mm for th~ major portion of the coke output from. thQ ovens, then this 
would have meant installation of still narrower ovens and tb~ cost Qf the 
installation of such a plant for the: same output of coke would have been 
much higher and the operating cost would have also increased. In all these 
cases the normal practice is to strike a balance between the optimum size ranse of coke needed for the process and the economics of coke oven instal-
lation for produciag this. As regards the breeze formation, the same is 
inevitable when the coke is crushed to prepare it for usage in gas generators. 
Two stage crushing (double crushing) was introduced in 1958 and thic;. 
reduces the breeze fonnation. It i~ true that there has been an increase in 
the formation of breeze from this coke and this is mainly due to the fact 
that we are using roughly 50% of high volatile semi-coking coa1s in the 
coal blend which makes the coke comparatively weak. Besides this, another 
factory that contributes to the formation' of breeze i .. the storage and handl-
ing of coke. 

Comparing the breeze fonnatioo at the coke production point with' the 
total breeze formed by way of handling, crushing etc. is not correct. 
On the other hand the total breeze fonned should. be compared with the 
total coke produced since ultimately thi!. is the quantity that is declared as 
\ID1ISI.ble in the gas generators. On this ba.c;is, the total coke production 
between the years 1954-55 to 1960-61 works out to 14.8 lakhs approxi-
malely an4 as against this, the total quantity of coke lost as breez.e comes 
to· 2.56 lakbs and this works out to a percentage of 17.3. If out of this 
6% is, taken out as that formed during the manufacture of coke, then the 
additional breeze formation due to crushing and rehandling of coke works 
out to 11 % only. Considering that in the Sindri Unit coke of two different 
size ranges are nec:essary for the gastificatioa in the Gas and Lean Gas Plants 
which in tum requires elaborate crushing and screeniDg arrangements to get 
right size of coke for two plants the above additional loss of \;)reeze is not 
considered as excessive. 

[Ministry of Petroleum" Chemicals O.M. No. 18/4/63-Ferts. In 
dated 28-4-19671 

RecollUllelldatioD. (Serial No. 16) 

It is. appaP!Dt that before installing the coke oven plant the question . of 
the quality of a>ke needed for proper gas production did not receive.. ~ 
&UeDtioo of· the managemeaL The Committee would also like to point out 
that aa the use. of inferior grade of coal adversely alfects the productiOn of 
ammonium sulphate, the prospects of utilising the machine in future appear 



to PI( limited. As such, the extra elq)enditute of Rs. 44 InkhS incurTCd in 
the ipitial procqreiil,ent of the' coke oven plant and R$ •. 7.24 lakhs (approx.) 
r~tin.,g 50% of the cost of the secOnd stamping machine-cum·ram ~ 
which would be ,now pilt to restricted uses has proved infructuo'\ls. 
(Papigraph 22) .. 

L. 
Reply of Government 

When the or.der for the oven Wa& placed on Mis. Carl Still, the Mail~ge
ment was of the view that it was really worthwhile to invest an e'xtra 
.amount of Rs. 44 lakhs, over and above the normal cost of Rs. 191 lakhs, 
for a versatile battery in which both top fiTIin~ and stamping operations 
could be carried out. Although subsequent tnals have proved that it is 
difficult to carry, out stamping Operations continuously without markedly 
reducing the output of the ovens, nevertheless in a country short of metuRur-
gical coal, trials, of the type undertaken by Sindri have been of great value 
in testing out the practicability of the stamping process. Had Sindri not 
taken their large scale experiments in the years 1954-56, it is certain that 
investment (and consequent loss) on a fivefold scale would have occurred 
at the Rourkela Plant 

(Ministry oiPetroleum & Chemicals O.M. No. 18/4/63-Ferts. III 
dated 28~4-1967) 

HINDUST AN STEEL LTD 

ReeolDlBendation (Serial No. 16) 
(0 The Committee feel concerned that despite their repeated exhorta-

tions since 1958-59 the amount of demurrage char~es payable from year to 
year has been persistently increasing, instead of gettmg altogether eliminated. 
(The total demurrage· paid from 1-12-56 to 31-3-62 amounts to as high a 
figure as Rs. 74.21 lakhs). This state of affairs, deplorable as it is, would 
nQi only push up the cost of end product at the Project but also impede the 
optimum utilisation of the wagon capacity of the country. The Committee 
were informed that both the Hindustan Steel Ltd. and the Railways were DOW 
seized of the matter. They trust that effective steps will be taken by them, 
in close collabomion with each other, with a view to ensuring that the 
demurrage charges are reduced to the barest minimum, if not eliminated 
altogether. 

; (il) The Committee desire that effective steps should be taken by the 
Project authorities to recover the balance amounting to Rs. 41,000 from the 
contractors at an early date. (Paragraph 32) 

Reply of Government 

Some of the important factors leading to the incurring of high demurrage 
are still present. These are inadequate mechanical . facilities to handle 
speedily the new wagons introduced by Qle Railways viz., Bo~ type' wagons, 
manual handling, inadequacy of 1000 ~er. While the position of loco 
power has since improved, with the arnval of eight locomotives, the facilities 
for rilechanical handling for the Box typeJ wagons are not likely to be avail-
able in -the near future. The statement made before the PAC during evi-
dence that "Tipplers have; however, since been provided for mechanical 
handli~g of Box type of wagons" was a general statement. In Bhilai 
tipplers have been instaI1ed only in Coal Yard and in Durgapur one tippler 



for handUng box Wlgons bas sioce beeD iDStalled wbBe another is still. UDder 
iDstaIIa&ioa. So far as RourkcJa is concemed. no provision bas been Diade 
to provide tipplers at the one million tonne stage and even after expausion 
tipplers will be provided only i~ the Coal Yard to handle Box wagons con-
taining co,!'l. Iron ore comin~ in Box wagons will continue to be unload 
as at present by manual haodlmg. 

Steps taken by the Hindustan Steel Limited to overcome the various 
difficulties which lead to the payment of demurrage : They include 

1. Improved operation resulting in quicker release and movement of 
waps. 

2. Acceptance by the RaUwars to give relief for the bunching of 
trains. The relief has been provided in the forms of greater margin of 
time between successive loads of Box, coal and Box Iron Ore. 

3. Insistence to exclude loads returned for adjustment for demurrage 
calculations and subsequent acceptance of this by the Railways. 

4. The following relief has since been given by the Railways :-
(a) Sick wagons are excluded from demurrage calculations. 
(b) Relief for fonning block rakes: On and from 1-4-64 the 

Railways have granted a relief of 12 hours for ordinaries and 
24 hours for bogies (in addition to the usual free time) for 
formation of rakes. a similar relief has been given with effect 
from 1-1-63 even though. some of these bills have been paid in 
full. 

(e) Manual operation of Box wagons containing limestone, dolo-
mite, etc. In consideration of the Rourkela Plant being designed 
for self-discharging wagons only the question of additional relief 
for manual operation of Box' wagons containing limestOOe, 
dolomite, etc. was taken up with the Railway Board who issued 
instructions on 1 ~ that in the case of Rourkela Steel Plant. 
free time of 24 hours be allowed for Box wagons containing 
dolomite from Bilaspur nrea and limestone from Satna. 

(d) Similarly. in respect of Boxs fitted with screw couplings, ins-
tructions have been issued by the Railway Board that the5e 
wagons may be treated as 'ordinary' for purposes of calculation 
of demurrage on cumulative basis; no change. however, being 
mnde in the frectime applicable to such Box wagons. 

(e) Additional freetime for unloading sticky contents In monsoon 
period. In the revised demurrage rules in force from 1-4-64 
the Railways have granted additional 1 hour for 4 whee1ers and 
2 hours for bogies wagons during the monsoon period. 

There has been improvement of the position due to sustained liaison 
between the Plant and South Eastern Railways and whatever unresolved 
a~ents could be there about the freetime, the same are being finalised 
at the Railway level, even though occasionally assistance of the Ministry is 
also sought for. The amount of demurrage claimed by the Railways during 
1961-62 is Rs. 29.37 lakhs. against which payment made to the Railways 
is Rs. 20.75 lakhs. 



15 

During 1962-63 demurrage claimed by the Railways was Rs. 27,27,348. 
An amount of Rs. 17,06,496 has beeq paid to the Railways in full and final 
settlement of the claims. 

The amount of demurrage claimed by the Railways and paid during 
1963-64 is as follows : 

Month and Year 

April, 1963 
May, 1963 
June, 1963 .. 
Supplementary 
June,I963 .. 
July, 1963 
Supplemen tary 
July, 1963' .. 
August, 1963 .. 

• September, 1963 
Supplementary 
September, 1963 
2nd Supplementary 

September, 1963 
October, 1963 
November, 1963 
December, 1963 
January, 1964 
February, 1964 
March, 1964 .. 

Originally Revised 
billed by bill after Paid to Railways 
Railways checking,- .A. 

2 

Rs. 
2,09,024 
2,65,880 
3,29,792 

3 

Rs. 
1,72,040 
2,12,136 
2,79,896 

480 
3,14,360 

896 
2,66,808 
1,97,952 

960 

192 
1,42,184 
1,58,176 
1,56,552 
1,20,600 

81,656 
1,37,784 

1st 2nd 
Inst. lnst. 

4 

Ri. 
1,54,704 

5 
Rs. 
17,336 

Total 
paid 

6 

Rs. 
1,72,040 
2,12,136 
2,79,896 

480 
2,84,360 

320 
2,36,808 
1,69,576 

792 

192 
1,24,744 
1,46,472 
1,26,112 

92,888 
56,504 
41,776 

Amount 
withheld 

7 

Ri. 

30,000 

576 
30,000 
28,376 

168 

17,440 
11,704 
30,440 
27,712 
25,152 
96,008 

TOTAL 22,42,672 1,54,704 17,336 19,45,096 2,97,576 --------------.--------------------------------In 'addition to, the above, a payment of Ri. 10 lakhs has also been made in full settle-
ment of claims disallowed for the period for March, 1961 to December, 1962. 

As rcgards outstanding demurrage charges of Rs. 0.41 lakh, the out-
standing amount now is Rs. 0.22 lakh only. 

[Ministry of Iron & Steel O.M. No. ParI. (10)-6/63 
datcd the 21st July, 1966] 



CHAFfER IV 
RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 

GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 
COMMlTIEE 

HINDUST AN STEEL LTD. 
Rec»lamelldation (Satal No. 30) 

In the opinion of the Committee, the time taken by the Project authori-
tiC5 ill preferring most of the final claims had been on the high side, even 
after making due allowance· for the procedural requirements to be fulfilled. 
Tho Cbmmfuee were, however, assured that all the claims would be finalised 
during the next 6 to 8 months. They would like to be furnished with a 
further report in the matter. (Paragraph 36). 

Reply of Go'ftl'lllllellt 

Under 1 M.T.P. total claims amountiOg to £ 8,14,476-15-4+ 
Rs. 6,80.434.78 paise were registered with INSPOOL up tQ 31-3-65 includ-
ing those preferred up to 31-12-61 and 31-7-1963. No further claims were 
lodged beyond 31st March, 1965 as nothing was awaiting preferment. Based 
on the available records and documents which DSP were able to further 
INSPCX>L settled the claims up to 31-3-65 for £ 3,65,820-4-0 and 
Rs. 1,97,232.58 paise leavmg a sum of £ 4,48,656-11-4 and 
Rs. 4,83,202.20 paise as outstanding. In view of the fact that all the con-
nected documents could not be furnished to INSPOOL at a very belated 
stage and as both INSPCX>L and HSL were anxious to finalise these out-
'Standing claims. final settlement of the aforesaid outstanding claim was 
<agreed upon by the Company in May, 1965 at £ 2,86,671-18-0 and 
Rs. 3,77,708.00 on an ad hoc basis without obtamlng the prior approval or 
the Board of Directors. The maUer was placed before the Board only on 
8th January. 1968 for obtaining an ex-post-facto approval of the settlement. 
The Board. while according the ex-post-facto approval observed as 
under :-

"The Board notetl that out of total claims registered with INSPOOL 
by Durgnpur Steel Phmt relating to the Million Tonne Plant of 
t 8.14.476-J5-4d and Rs. 6,80.434.78 paise up to March. 1965, a sum 

of £ 4,48.656-11-4<1 nnd Rs. 4.83,202.20 paise was outstanding as on 
31-3-1965. Included in this outstanding amount were claims relating 
to about 400 cases which could not be evaluate4 for want of complete 
documentat~O!1. The claims value of these 400 ca.o;es as preferred by 
the Plant W:lS £ 2.09.869-3-4d and Rs. 2,80.085.76 paise. The Board 
noted the rea-.ons for non-availability of complete documentation and 
the cin:utmtanccs in which an ad hoc settlement was reached with the 
INSPOOL in May. 1965 for a lota) amount of £ 2,86,671-18-Od and 
Rs. 3.77.708. The Board accorded its approval for the overall settle-
ment reached by the General Manager. Durgapur Steel Plant with the 
INSPOOL. While the Board appreciated tbe difficulties in procuring 
all supporting documents nceded for establishing such insurance claim~ 
from agenciC'S ,)utsidc the control of HSL. the Board desired that all 
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due care ~hould be taken to ensure that insurance claims in future are 
supported by proper documentation". 
Subsequently a note (Appendix I) explaining the reasons for non-

a vailability of complete documentation and circumstances in which the 
settlement was made with INSPOOL without the prior approval of the 
Board was submitted to the Board in their 126th Meeting held at Calcutta 
on 26th August, 1968. The Board observed as under:-

"The Board considered the note on the above subject and desired 
that in respect of such settlements which were beyond their powers, the 
General Mana)ters should secure the prior approval of the Board of 
Directors/ChaIrman and further that there should be no avoidable delay 
in bringing such matters. like the present one to the notice of the Board." 

,;, [Ministry of Sted, Mines & Metals O.M. No. ParI. (10)-6/63, dated the 
23rd December, 1968] 

Comments of the ColDIIIittee 
Please see para 4 of Chapter I of the Report . 

. *D~ring f .. du.!1 ver.ification of this Report, Comptroller and Auditor General of 
IndIa pOlllted out th~lt thiS reply was not routed through Audit. 



CIfAPI'ER V 
RECOMMENDATIONS IN RESPECT OF WHICH REPLIES -OF 

GOVERNMENT ARE STILL AWAITED 

NEW DElHI; 
MClrch, .1969 
Chaitru.lR91 

NIL 

G. S. DHILLON. 
Chairman, 

Committee on Public Undertakings 



APPENDIX I 

(I'ide Recommendation at S1. No. 30 Page 2) 

DURGAPUR STEEL PLANT 

Note on the ol'erall settlement reached with Insurance pool 111 respect of 
claims under the Marine Insurance Policy for Million Ton Plant 

1. Total value of claims lodged with the Insurance Pool under the 
Marine Policy for Million Ton Plant was £ 8,14,476 and Rs. 6.80,435. 
Of these claims. the Insurance Pool had by 31st March, 1965 settled in full 
claims valued at £ 3,65.820 and Rs. 1.97,000 leaving a balance 0( 
.£ 4,486,56 and Rs. 4,83,202. 

9f thesc balancc outstanding claims as on 31st March, 1965, claims 
valued at £ 23,693 and Rs. 5,416 were transferred to the Operation Policy 
because thc5e had been erroneously included in the MTP. 

2. The consignments in respect of which these claims had been lodged 
had arrived during the year 1958 onwards., it was felt that time (Dec., 1964) 
that any further delay would only prejudice Our claims. The circumstances 
under which supporting documents (of which the short landing certificate 
uf the Port Commissioner, short/damage certificates of the Railways were 
some of the basic documents) were not available were carefully considered. 
It was seen that proper tally could not be made at Calcutta POft during the 

.reale period of arrival of FOB consignments,. (1958, 1959 & 1960); 'B' 
foriIis were not properly issued by the Calcutta Port Commissioners and 
r<.!quired amendment in certain cases; the amended 'B' forms could not be 
submitted to the Steameor Agents in time, arrangement for necessary Insur-
ance or Steamer Survey at docks for breakage-;, and damages could not be 
held in: some cases due to heavy movements of goods; packages which were 
moved through rail were unloaded at Durgapur at different sidings by the 
various ISCON members; unloading was not, in most cases, supervised by 
the Railway Staff and as such, short/damage certificates against the loss/ 
damage were not given by the Railways. In the absence of these, the 
Insurance Pool was not in a position to pursue the claims with the Steamer 
Agents or Railways and the·ir loss ratio in respect of the Policy was very 
high as in the case of Rourkc1a poliey where the circumstances were inden-
tical. 

Some of the other documents not avaiJable were' inspection reports of 
the shipped materials, repair/replacement approvals of M/s. ICC, certifi-
cates of ISCON, etc. and it was in the absence of these that' 400 initial 
claims at the end of December 1964 were converted into value claims on 
an ad hoc basis (£ 2.10 lakhs + Rs. 2.80 lakhs). 

The alternatives at that time were either to reach a negotiated settlement 
with the INSPOOL as had been provided by the Board in the case of 
Rourkela or to go on pursuing with the INSPOOL with little prospects of 
meeting the full amount as, under the terms of the policy, INSPOOL was 
on strong ground in rejecting the claims. 
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3. There were ccrtain other factors which were taken into consideration 
in reaching a negotiated settlement with the Pool. These were:-

(a) Refractory: As refractory material .. had larger possibilities of 
damage in transit, suppliers used to supply excess in number as 
advised in the material invoices. In the tally sheets excess 
bricks received were always recorded. Insurance Pool took the 
stand that excess materials as received should be adjusted 
;against the breakages/damages or shortages under such con-
signments. Refractory claims were mainly based on weigh-
ment and in a nwnbcr of cases benefit of the extra bricks had 
not been taken into account while preferring the claim even on 
weighment ba .. is. rurthcr, when: the refractory . bricks had 
been rejected as sub-standard, the insurer cannot be held liable. 
(1t was on these considerations that claims amounting to 
£ 10,238 on account of refractories were withdrawn by the 
Plant). 

(b) There were a number of cases where no replacement had been 
ordered by the Plant. 

(c) There wero daims for shortagcs of materials in packages re-
ceived intact. Here, the Insurance Pool disclaimed liability 
since there were nO'damage to the packages. 

(d) There were a certain number of cases where the claims of the: 
Insurance Pool for !'hort landings on Carriers had become time 
barred and where they could not get the benefit of Gold Clause 
agreement. 

(e) Basis for arriving at average loss values in some claims was not 
correct and the value claimable items was very high in these' 
cases. 

4. Considering all the circumstances as dctailed in paras 2 and 3 above 
the Plant considered it prudent to go for a negotiated settlement with the 
Pool rather than let the cases drage. Having regard to the facts that (a) 
majority of these consignments had come in the years when the organisation 
at the port was not fuUy geared to the task of receiving and reloading the 
ea.t.ire equipments to the two Steel Plants, (b) the Railway rcpresentatives 
wore not at all the sidings! at the Plant site. (c) heavy incidents of loss to 
tho INSP<X)L, and (e) absence of supporting documents in some· cases, the 
settlement made wa." a fair and equitable one. Here it may be mentioned 
that the circumstances and the defeciencies in the claims were pradically 
the same as in the case of Rourkela and the Solicitors had in case advised 
for a negotiated settlement. 

5. It may be pertinent to mention here that as a result of e.lperience 
gained in M.T.P. arrangements for receipts of 1.6 expansion consignments 
at the Port, reloading in wagons and final receipts at Durgapur were greatly 
improved. and as a result thereof, the losses UDder the 1.6 Expansion policy 
had been only negligible. 

6. As regards responsibility, it may be stated that considering all the 
circumstanCeS under which the entire plant and equipment for the \iTP Was 
received at the port and transported to Durgapur, it was perhaps not con-
sidered n~ to pursue this. 

Sd/- R. C. SURT, 
(FA & CAO) 

11-5-68. 



APPENDIX II 

[Vide Recommendation at SI. No. 8(ii) Page 6] 
Copy of O.M. No. SY-5(36)j61, dated 28th June, 1963, from Ministry oj 
Transport & Communications (Department of Transport, New Delhi to the 

Lok Sabha Secretariat), New Delhi. 

SUBJECT :-Public Accounts Committec- Consideration of Appropriation 
Accounts (Civil), 1960-61 and Audit Report (Civil), 1962. 

The undersigned is directed to refer to the Lok Sabha Secretariat Office 
Memorandum No. 2/1/71162/PAC, dated the 9th October, 1962 on the 
subject DOted above and to enclose 45 copies of a note containing informa-
tioa on the following points concerning Hindustan Shipyard required by the 
Public Accounts Committee:-

(i) Installed capacity of the Hindustan Shipyard; and 
(ii) extent to which the capacity is being utilised and thel proposals 

with regard to full utilisation thereof in the near future. 
2. '!be note has been vetted by the Director of Commercial Audit. 

GOVERNMENT OF INDIA 

MINISTRY OF TRANSPORT & COMMUNICATIONS 

(DEPARTMENT OF TRANSPORT) 

SUB.JECT :-Public Accounts Committee- Consideration of Appropriation 
Accounts (Civil), 1960-61 and Audit Report (Civil), 1962. 

The Public Accounts Committee, at their meeting held on the 20th 
September, 1962, desired to be furnished with further information on the 
fotlowing points concerning the Hindustan Shipyard Ltd.:-

"(i) The installed capacity of Hindustan Shipyard Limited. 
(ii) To what extent is the capacity being utilised and what are the 

proposals with regard to full utilisation thereof in the near 
future." 

2. The infonnation on the above points is given below :-
(i) Installed capacity: 25-30,000 DWT per year, provided the ships it 

is required to build are of 10,000 DWT or above. 
Note: The Shipyard have expressed the view that in the present circums-

tances and the State of development of the ship-building industry in the 
country, it is inadvisable to refer to the Shipyard's rated capacity, produc-
tion, etc., either in terms of the number of ships built or DWT for the 
following reasons :-

(a) The size and type of ships built (over which the Shipyard has 
no control as it is decided by the owner) has a vital bearing 
on the amount of tonnage produced. For example, if the 
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Yard built dry cargo ships of 6,000 DWT during a particular 
year, its production in terms of deadweight in that year would 
be much smaller than .that in another year in which it might 
build say, tankers or ships of much larger size, say, of 12,000 
DWT; in the case of tankers for the same tonnage the quantum 
of work involved would be much smaller owing to the outfi,t 

_ work being much less. 

(b) Although it is common practice everywhere to ellpress shipping 
and construction of ships either in terms of DWT or GRT 
regardless of the types and sizes of ships included in such ton-
nage, the impact of the varying types and sizes on the total 
tonnage gets automatically counter-balanced and adjusted in 
the total output which is generally very large iD the l case of the 
advantaced maritime countries. In countries like India where the 
output is very low, the effect of the varying types on the annual 
output becomes very pronounced. 

Another important factor which makes it difficult to measure the pro-
duction of the Yard correctly during a particular year, is that apart from 
the vessels constructed and delivered during the year, a lot of work done 
during the year is represented by the. uncompleted ships which is shown in 
the Shipyard's accounts as "Works-in-progress". 

( i i) Present produdioa capacity and proposals for full udlisation 

On an average the present production of the Shipyard is about 20.000 
DWf per year. The shipyard have been trying to utilise their existing 
capacity to the maximum extent. and following are some of the steps taken 
or proposed to be taken for increasing the annual production of the Ship-
yard:-

(1\) Slwrt-term measures 
( 1) Improving the efficiency and productivity of the Shipyard 

workers by training and job controL 

(2) Securing higher training for technical staff such as Shipbuild-
ing Drau~tsmen. by arrangement with firms from which the 
Shipyard Imports its ship-pJans or other equipment, etc. 

(3) Com1antly pressing its claims for adequate and timely release 
of foreign exchange for its import requirements. 

(4) An Advisory Committee on Ancillary Industries related to 
Ship-building and Ship-repairs known as the Ship Ancillary 
Industries Committee has been appointed to discuss and re-
commend the standardisation of ship-buildin~ material and 
equipment.. and to recommend skj>S to encoUrage ~ous. 
production thereof. and to examine the question of training of 
personnel to man such ancillary industries. 

(5) Persu3ding ship-owners to agree to place orders for one or two 
standard types of ships to be manufactured at the yard. 
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(b) Long-term measures 
The Government have sanctioned the construction of a drydock at 

Visakhapatnam at an estimated rost of Rs. 269 lakhs. A proposal for the 
further extension of the fitting out jetty by another 300 feet at an estimated 
cost of Rs. 25 lakhs is at present undeT consideration. 

NEW DELHI: 

Dated the 28,11 June, 1963. 

Sd/- NAGENDRA SINGH, 
Additional Secretary to the Gvvt. of India. 



APPENDIX III 

(Vide Recommendation at Serial No. 10, Page 7) 

The production of ammonia in the old C.C.c. Plant in 1961-62, 1962-63 
were 89,384 tOMeS and 1,02,335 tonnc5 respectively. Since the plant is 
rated for a production of 96,000 m. tonnes only, the production of ammonia 
in 1962-63 has actuaUy been 6% above the rated capacity. The produc-
tion of ammonia (old C.C.C. plant) for the years 1963-64, 1964-65 and 
1965-66 were 94,497 tonnes, 93,264 tonnes and 97,780 tOMes respectively. 

As regards the production of Ammonium Sulphate, the plant was design-
ed for producing 3,50,000 long toones per year, when using gypsum of 93% 
purity (Gypsum from Doudkhel-Kewrcl now in Pakistan.). However, due 
to the use of low grade gypsum, having purity of 80--.82% only from 
Rajasthan, the Ammonia efficiencr in sulphate has gone down with the 
result that their present consumption of ammonia per tonne of sulphate is 
around 0.30 (i.e. for one unit of ammonium sulphate 0.30 units of ammonia 
is required) as against the dc-signer's figure' of 0.27. Besides this the fupo-
ration are committed to the sale of 4 to 5 thousand tonnes of Ammonia for 
defence purposes. Considering the above facts, the Corporation are con-
vinced that. under the existing conditions, the maximum productiOn of 
sulphate possibl{' is only 3.20,000 M. lonnes. All out efforts towards gett-
iog gypsum of better filtering qualities and higher purity have been of no 
avail. The existing mines (both departmental and those belonging to Mis. 
Bikaner Gypsums Ltd.), are practically exhausted. It has also been establish-
ed thnt r~servcs of good quality gypsum, that could be economically mined 
for use at Sindri. are not much and can at best last for another 4 to 5 years 
only. 10 view of these difficulties, as a long-term measure, the possibtlity of 
changing the present process of using gypsum to that of direct neutralisation 
with sulphuric acid is being actively considered. If the latter proposal mate-
rialises the Corporation shall be in a position to eliminate their dependence 
on gypsum and they will further be able to operate the plant at the design-
ed capacity. 

As a first step. it was decided by the Fertilizer Corporation of India 
Ltd. that ammonium sulphate required for Double Salt manufacture, will 
be made by' direct neutralisation with sulphuric acid. For this purpose a 
firm comnutment had been made to Messrs. Pyrites and Otemica1s Develop-
ment O>mpany Ltd.. for purchase of 200 lOones of sulphuric acid from 
their 400 tonnes/day plant which Messrs. Pyrites and Chemicals Deve1op-
ment Company Ltd. are going to instal at Sindri. 

As a second !i1ep the Fertilizer Corporation of India Ltd. also decided 
. that in the course of the next few years, the use at Sindri of Rajasthan 
gypsum of low purity should be eliminated. and that it should be substitut-
ed by the use of approximately 950 toanes of sulphuric acid per day 
(3,14,000 tonnes per year). Messrs. Pyrites and Chemicals Development 
Company Ltd. were fonnally asked whether they would be able to arrange 
the supply of this additional quantity of acid (amounting to 750 toones per 
.day over and above 200 tonnes per day now committed for offtake) in the 
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-course of the next two or three years or alternatively the Fertilizer Corpo-
ration. of India Ltd. could make mown arrangements for a production unit. 
They have indicated that there would be no objection to Fertilizer Corpora-
tion of India Ltd., making its own arrangements but with the proviso that 
the plant should be so planned that it may start with the use of sulphur a'S 
feedstock but at a later stage be capable of switching over to the use of 
pyrites. Fertilizer Corporation of India Ltd. are drawing up a project re-
port and estimates to cover this new unit. This is under preparation. 



APPENDIX IV 

( V id(' Recommendation at Sl. No. 12, Page 8) 

The rated annual output of Double Salt and Urea given in the tabulated 
'Statement in sub-para 2 of this para 0( the Committee's Report, appears to 
have been based on the understanding given by the contractors as II1eftUon-
cd in the Jetter of instructions to proceed with the erection of the Expansion 
Plants, that the plant was expected to give 345 times the daily output of it 
was built according to their design and commissioned after the supervision 
of their technicians. This was, however, not supported by any guarantee. 
There has never been any guarantees or tests to demonstrate this capacity. 
The claim wao; obviously only sales talk as the plant was laid out in 2 
,treams (without any spare equipment), baving about 13 process steps for 
conversion of Coke Oven Gas to Urea and 17 steps for Double Salt. The 
~toppage of ,my one of the- equipments for scheduled and unscheduled 
maintenance for clearing wou\d mean that the production of 
the whole plant would come down to 50% of its capacity. In view of this, 
a more exact a~-.,;essmcnt of the <lnnuat capacity was undertaken by the Plan-
ning & Development Division of the Corporation. According to this, allow-
ing for ovcrhaul~, catalyst changes, and cleaning of cquipments, the maxi-
mum number of days the streams were available for operation, at full load 
under the best optimum conditions was only 285 days. The equivalent pr0-
duction of ammonia is 53,800 tonncs and Urea and Double Salt 21,000 and 
1.15,000 tonnes, respectively. At present, due to the fallure of the Lean 
Gas Plant to deliver to the guaranteed capacity all the Coke Oven Gas is not 
available for conversion into ammonia and a part Of it is used in the 
I.'oke oven plant itself for heating the ovens. On an average, only 70% of 
the total gas is available for ammonia synthesis. This means that under 
the existing conditions, the maximum ammonia production possible from 
the expansion plant is only 70% of 53,800 tonnes i.e., 37,660 tonnes. The 
equivalent production of Double Salt and Urea will be 70,000 tonnes and 
18,000 lonnes, respectively. As against the estimate 0( 37,660 tonnes pr0-
duction of ammonia in the expansion plant during 1961-62 and 1962-63 
have been 28,637 and 38,627 tonnes respectively. In 1961-62, the ex-
pansion plant was running on only one stream for most 0( the time doe to 
insufficient gas supply from coke ovens and damage to one Nitrogen com-
pressor. However, in 1962-63 the Lean Gas Plant was worked at the 
maximum capacity possible and both streams in the Expansion Plant were 
in commission. The production of Double Salt and Urea. arc correspond-
ingty lower as it is dependent upon the ammonia produced in the Expansion' 
plants. 

The Double Salt plant was designed for a production of 400 tounes 
""" day, but the contractors could achieve a production of 342 tonnes only 
during the guarantee test run. Besides this. another factor which has aflect-
~'<i double ~alt production has bt.~n the poor quality of gypsum used in the 
sulphate plant. As per the design. sulphate liquor equivalent to 250 tounes 
per day for the manufacture of 400 tonnes of double salt has to be supplied 
from tbe old sulphat~ ptant. Since the Corporation have been experiencing 
lot of difficulties in the sulphate plant due to the use of inferior quality 

26 



27 

gypsum, 'Supply of sulphate liquor to Double Salt Plant has been much res-
tricted. In the words, if the sulphate liquor to double salt had to be main-
tained at the required level, this would have in tum affected the production 
of. ammonium sulphate in the main plant. The Expert Committee appoint-
ed by the Board, in 1961, have recommended the installation of the follow-
ing major equipment in order to step up !the production of the Expansion 
Plants : 

(i) Installation of additional producers in the Lean Gas Plant to 
make up for the shortfall in gas used for heating the ovens. 

(ii) Installation of the following equipments in different sections of 
the plants to increase the time efficiency: 
(a) One spare Coke Oven-cllm-cracked gas compressor (Gas 

Reforming Plant). 
(b) One additional pump-turbine set (Gas Reforming Plant). 
(c) One spare Re-citculator (Ammonia Planf,). 

(d) One 'Spare CO 2 compressor in the Urea Plant. 

While all preliminary work; like calling for tenders, scrutiny of tenders, 
etc. had been completed sometime back, no order could be placed for want 
of release of foreign exchange. The Ministry of Finance, however, allotted 
foreign exchange of Rs. 13 lakhs on 28th November, 1964 and orders being 
placed by the ~orporatjonfor the various items covered by this allocation. 



APPENDIX V 
(Vi,Ie Recommendation at SI. No. 11, Page 10) 

]be Conunittce would also invite attention in this connection to their· 
recommendation in para 1.7 of their 7th Report (1962-63) that in order to. 
attract the agricuhurists it is necessary that the final price of fertilizers 
payabJc by the consumers should be kept as loW' as possible by effecting. 
economies both in the cost of production and in the expenses incurred by 
various intermediary agencies. The Conunittee. therefore, desire that Gov-· 
el1llJ1e!llt, sheutd urgently review their pricing policy for the fertilizers k~ 
ing in view the objects of the Pool. The prices of varioUs type of fertilizers. 
should be so fixed as to en.'iure tbat the benefit of lower importei price/rost 
of production was actually passed in the consumers to promote their sale 
and wider usc. 

[S, No.- 133 Appendix 111 to, 
Twenty-third Report (Year) 
1963-64}. 

Action tabla by Gov~ 

The question regarding effecting economies in the cost of production,. 
has been referred to the QOncerned Ministry i.e. the Ministry of Petroleum· 
&. Chemicals (Department of Chemicals) for necessary action. The possi-
bility of reducing the procurement prices of indiFous fertilizers was recalt-
ly examined in a meeting attended by Secretanes (Coordination) Ministry 
of Finance, Ministry of Petroleum and Cbemicals, Ministry of Agriculture 
etc. A table indicating the final procurement prices fixed at the meetings. 
given below :-

Name or the Unit Product Year 

1962-63 1963-64 1964-65 to 1966-67 

Ra. 
I. FertillIJer Corpora- Sulphate of Ammonia ·329 

lion or India. Sindri. 
Amm. Sui Nitrate -443 
Urea ·628 

2. Fertilizer Corpo- Cal. Amm. Nitrate 
ration of 1 nelia. 
NanplUnit. 

3. MIS Hindustan Do. 
StIlet Ltd., Rourkela 
Factory. 

·30S 

-lOS -268 

Rs. 
3]6 per M.ToD 

F.O.R. Sindri •. 
426 Do. 
S82 Do. 

256 per M. Ton 
F.O.R.Naya 
Nanpl. 

256 per M. Ton-
F.O.R. ROUJ'o 
tela. 

4. FACT. AI",my.: Amm. Sulphate ·33Oper -316 per m. ton F.O.R. 
M.T.F.O.R. AJwaye {KalamllSlCl')'. Alwaye 

"These p~ are inclusive of excise duty. The eKise duty applicabJefor the pcsiod 
1·4- t963 to 29·2·64 is averaged over the year ]963-64. 
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Steps have also been taken to reduce the margin of distribution allowed ' 
to intermediary agencies wherever possible. In that COIlD.ection the distri-
bution margin allowed ro the distributors of Tea Plantations in the North 
East India has been reduced by Rs. 10/- per Metric tonne i.e. from Rs. 30/-
to Rs. 20/- per tonne w.e.f. 1-4-1964 in the case of Ammonium Sulphate. 
The distribution margins allowed to their distributors of plantations in the 
Sooth are under review. 

With a view to promote intensive utilisation of fertilizers the Pool price . 
of Urea, which is a concentrated fertilizer ha~ since been reduced by 
Rs. 100/- per Metric Tonne with effect from 1-1-1964. The entire benefit 
of this reduction has been passed on to the consumers. 

Lok Sabha Secretariat, New Delhi . 

• 

Sd/ - O. J. NAIDU) 
Joint Sec,.etary to the Govt. of India 

Deptt. Of Agriculture, V.O. N. 1-4/64 M.A.l., Dated 7-10-1964. 

*Durins factual verification of this Report. Comptroller and Auditor General of 
India poil!ted out that this reply was not routed thrOllgh Audit. 



APPENDIX VI 

( V ide para 5 of Introduction) 
Analysis of the action taken by Government on recommendations contained 

. in the Seventh Report of the Public Accounts Committee (Third LOk 
Sabha) 

I. Total Dumber of recommendations made 
If. R.ocommcndatioDl that have been accepted by Government (Vide SI. 

Nos. 7, ,,9, 10, 12, 14, 27, 28. 29) 
Number 
Percentage to total 

.111. RecommendatioQl which the Committee do not desire to plII'Sue in view 
of Oovcnunont'. reply (Vide SI. Nos. 11, 13, IS, ]6,26) 

Number 
Percentaac to total 

IV. RecommcndatioDl in RSpCct of which replies of GovemmeQt have not 
beell accepted by the Commiuec (JIlde SI. No. 30) 

Number •. 

9 
60% 

5 
33 '33% 

Percentaac to total 6'67% 
V. RecommcodlltiOns in respect of which replies from Government are stiD 

awailed 
Number Nil 

·Excludiq14 reeommcodatioat already dealt with by the Public Accounts Committee 
fa thelr 26th Report (Third Lok Sabha). 
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SL 
No. 

Name ofAaent 

DELHI 

24. Jain Book Agency, Con-
naught Place. New Delhi. 

25. Sat Narain & Sons. 3141. 
Mohd. Ali Bazar, Mori 
Gate, Delhi. 

26. Atma Ram & SODS, Kash-
mere Oate. Delhi-6. 

27. 1. M. laina & Brothers 
Morl Oate, Delhi. 

28. The Central News Agency 
23/90, Connaught Place. 
New Delhi. 

29. The English Book Store, 
7-L, Connaught Circus. 
New Delhi. 

30. Laksbmi Book Store, 42, 
Municipal Market, Janpath. 
New Delhi. 

31. Bahree Brothers, 188 Llij-
patrai Market, Delhi-6. 

32. Jayana Book Depot, Chap. 
parwala Kuan, Karol Balb. 
New Delhi. 

~ Sl. NalDo of Atom 
No. No. 

11 
33. Oxford Book & Stationery 

Company, Scindia Houso, 
Connauaht Place New 
Delhi-I. 

3 34. People's PubiishiDl House, 
Rani 1bansi Road, New 
Delhi. 

9 35. 

11 36. 

The United Book AyJency. 
48, Amrlt Kaur Mbket. 
Pahar Ganj. New Delhi. 

Hind Book House, 82. 
Janpath, New Delhi. 

IS 37. Bookwell, 4, Sant Naran-

20 

23 

27 

66 

karl Colony. Kinasway 
Camp, Delhi-9. 

MANIPUR 
38. Sbrl N. Chaaba Singh, 

News Agent, Ramlal Paul 
High School Annexe, 
Imphal. 

AGENTS IN FOREIGN 
COUNTRIES 

39. The Secretary, Establish-
ment Department, The 
High Commission of India, . 
India House. Aldwych, 
LONDON, W.C.-2. 

68 

76 

88 

95 

96 

77 
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