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INTRODUCTION 

I, the Chairman, Conunittee on Public Undertakings having, 
been authorised by the Committee to present the Report on their 
behalf, present this Thirty-seventh Report on National Mineral 
Development Corporation Limited. 

2. This Report is based on the comprehensive appraisal of the 
working of the National Mineral Development Corporation Ltd. 
done by the Comptroller and Auditor General of India as contained 
in the Central Government Audit Report (Commercial), 1970 Part 
IV and- also on an examination in depth of the working of Na-
tional Mineral Development Corporation Ltd. up to the year ending 
31st March, 1972. -

3. The Committee on Public Undertakings took evidence of the 
representatives of the National Mineral Development Corporation 
Ltd. on the 8th and 9th August, 1972 and of Ministry of Steel and 
Mines, Ministry of Railways (Railway Board), Geological Survey 
of India, Council of ScienJtific and Industrial Research and Minerals 
and Metals Trading Corporation of India Ltd. on the 28th Septem-
ber, 1972. 

4. The Committee on Public Undertakings considered and fina-
lised the Report at their simng held on the 16th April, 1973. 

5. The Committee wish to express their thanks to the Ministry 
of Steel & Mines and National Mineral Development Corporation 
Ltd. for placing before them the material and information they 
wanted in connection with the examination of the National Mirieral 
Development Corporation Ltd. They wish to thank in particular 
the representatives of the Ministry of Steel and Mines, Ministry of 
Railways (Railway Board),. Geological Survey of India, Council of . 
Sctwtific and Industrial Research and Minerals and Metals Trad-
ing Corporation of India Ltd., who gave evidence and placed their 
considered views before the Committee. 

6. The Committee also place on record their appreciation of the 
assistance rendeNd to them by the Comptroller and Auditor Gene-
~ <Cff lndia in connection with the examination of National Mineral 
Development Corporation Limited. 

NEW DELHI; 

April 24. 1973 
Vaisakoo 4,l895 (8-)-

AMRIT NAHATA, 
Chairman, 

Committee on Public Undertaking •. 

(ix) ~ -. '" 1"" .. 
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I 

INTRODUCTORY 

A. Biatorical Backpound 

The National Mineral Development Corporation Limited wu 
registered on November 15, 1958 as a private limited oompany under 
-the Companies Act, 1956, with an authorised capital of RB. 15 crore& 
(which now stands at Rs. 100· crores on 27-12-72) for the exploita-
tion of minerals in the public sector, excluding oil, natural gas and 

-coal. 

1.2. The immediate need for the formation of the Corporation 
was a contract entered into by the (l{)vernment with the Japanese 
Stee~ Mills on March, 9, 1958, for the supply of 2 million tonnes of 
iron ore per annum to Japan wiIth effect from January, 1964. M 
a result, the Kiriburu mine was developed. Thereafter, the Cor-
poration was assigned the task of developing a second iron ore mine 
at Bailadila (Deposit No. 14) with a capacity of 4 million tonnes 
of sized. iron ore per annum for export; the Khetri Copper Project, 
and the Diamond Mining Project at Panna. With the formation 

-of Hindustan Copper Ltd., on 9th November. 1967, the Khertri Cop-
per Project was transferred to that Company w.e.f. 1-1-68. 

1.3. In due course, several ather projects were assigned to the 
-Corporation. These were; BailadUa 5, similar in size to Bailad.ila 
14; Donimalaf in the BeUary-Hospet area with a run of mine capa-
city of 4 million tonnes per annum; and the proposed joint venture 
far the development of the magnetite deposit at Kudrem.ukh. The 
Corporation is also currently engaged in detailed inveatigations at 
RamlUldrug (in the Bellary-Hospet area), Bailaclila Deposit 4 and 
l4egahatuburu (adjacent to Kiriburu). The Corporation had also 

-undertaken study of the rock pbasphate deposits in Mussoorie 
(U.P.); diamonds in Kumool (A.P.) and Emeralds in Gamgwia 
(Rajasthan). It has also prepared a detailed Project Report for 

the expansion of Majhgawan Mine at Panna. Besides production 
and trading in Panna diamonds, the Corporation is also now im-
porting rough diamonds and other precious stones for sale to the 
.trade for cutting, polishing and re-export. 

(i) The authorised Capital of MMTC raised from Rs. IS crores to 30 crore. on 
4-3-67, and; 

(ii) from R,s. 30 Clore. to Rs. 70 crore. on 26-8-6G. 
(iii) The authOrised capital WIll further increased (rOOl RI. 70 c:roret to Rs. too crore. 

on 27-U-72. 
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1.4. The position in brief regarding the activities of the various 
projects of N.M.D.C. is detailed below:-

B. Kiriburu 

15.5. The Kiriburu Iron Ore Mine was assigned to the National 
Mineral Development Corporation in 1959, in pursuance of an agree-
ment between the Government of India and Japan Steel Mission for 
the supply of 2 million tonnes of sized ore per year to Japan on a 
long term ba~s. Approval of the Government tlothe Project Re-
part was received by the Corporation in May, 1960, the project was 
completed in July, 1963 and the trial runs commenced in August, 
1963. 

C. Kiriburu Modification & Expansion Scheme 

1.6. In view of the long railway load having adverse effect on 
the profitability of ore from Kiriburu mine for expart purposes the 
Government of India decided to divert Kiriburu ore to Bokaro. As 
the specifications of ore and fines required by Bokaro Steel Plant 
are different from the earlier projeged range of production. the 
Corporation prepared a Detailed Project Report for modification and 
expansion.of the Project in December, 1S65. This was updated and 
resubmitted to G.!. in November, 1968 for approval. Sanction (jf 
the Government for the scheme for production of5 million tonnes 
'Of run of mine ore was received by the Corporation during 1000-71. 

The original schedule for completion of the expansion Project 
was ·June, 1972. It is now expected to be completed by July, 1973. 

Pending completion of the Kiriburu MO'dificati'On and Expansion 
Scheme, an .illIterim scheme has been implemented for screening of 
ore to meet the lump ore requirements of Bokaro Steel Plant. 

D. BailadHa Deposit No. 14 

1.7. The agreement with the Japan Steel Mills entered into in 
March, 1958, envisaged, that for meeting Japan's growing requirp.-
ments, India 'would develop Iron Ore Mines in Bailadila and Suki-
nada areas. An Iron Ore Negotiating Committee visited Japan in 
~arch, 196() and concluded an agreement for the supply of 4 million 
tonnes of sized ore per annum to Japan commencing from the middle 
of 1968 for a period of 15 years in the first instance. This project 
~ assigned to the National Mineral Development CuTpOratictl in 
the year 1961 for development and exploitation of Deposit No. 14 
in Bailadila area. The Project Report for pl'tlductleo of 4 million 

~ 



3 

tonnes per annum was prepared in April, 1964 by the Corporation 
on the basis of the prospecting data furnished by the Indian Bureau 

-of Mines (now part of the Geological Survey Of India). Construc-
tion of the Project commenced in September, 1964 and the project 

,commenced produc:tion in April, 1968. 

E. Balladila Deposit No.5 

1.8. Consequent on the decision of the Government of India to 
divert Kiriburu iron ore to Bokaro Steel Plant, Goverrunent ap-
proved in April, 1970 the setting up of a mine at Bailadila Deposit 
No.5 so that export commitments from Kiriburu mine could be 
transferred to this Project. 

The project has a capacity of 6 million tonnes (approx.) of ROM 
yielding 4 million tonnes of lum:i' fur export to Japan. lit had 
been planned for erection and co '~ing by the middle of 1973. 
It is now expected that the Pro would be completed in the • second half of 1974.) 

F. Panna, Diamond Mining Project 

1.9. Towards the middle of 1955, the Government set up a Com-
mittee toO investigate into the problem of the diamond mining indus-
try in the former State of Vindhya Pradesh of which Panna formed 
a part. That Committee recommended that the diamond mining 
industry should be taken over by Government and given a priority 
in the Second Five Year Plan. Accordingly the Diamond Mining 
Project was assigned to the Corporation in December, 1959. On 
the basis of prospecting and detailed exploration of the two mines 
viz. Ramkheria and Majhgawan the Corporation prepared project 
reports for the two mines in April, 1961. These reports were ap-
proved by Govl'rr.mpnt in November, 1961 and Februarv lq~2 rp<;-

pectively. However, on the advice of Consultants, Mis. John 'faylor 
& sons the execution of the projects was deferred. In December. 1967. 
however, the Government! approved dev~nt of Majhgawan 
and Ramkheria for an annual output of 12,000 and 11,250 carats of 
diamonds at a' cost of RB. 105 lakhs and Rs. 68 lakhs (nett) respec-
tively. The revised schemes for the development have since been 
implemented. 

The preparation of expansion scheme to raise the output· from 
Majhgawan from 12,000 to 45,000 carats per annum was approved 
by the Government in April, 1970. The Corporation has compiled a 

'detailPd Project Report which was approved by the Board of Direc-
tors and has been submitted to Government for approval on 
22-5-1972. if' , 



G. Donimalai 

1.10. The Government 'Of India called upon the Corporation in.. 
May, 1964 to develop one or more of the deposits in the Bellary-
Hospet Iron ore Range reserved for exploitation in the Public Sec-
tor, 80 as to produce 7 million 1xmnes of iron ore per annum for 
export. In October, 1964, the Corporation took up the Ramandrug 
Deposit for investigation. The adverse lump-fine ratio however, led 
to its being passed over after initial investigations. Thereafter, in 
November, 1965 the Corporation entered the Donimalai South Block,. 
and after June 1966, extended the investigati<1IlS to cover the North 
Block as well. The geological investigations were done by Geologi-
cal Survey of India in coordination and conjunction with NMDC. 
The preliminary feasibility study was submitted to Government of 
India in February, 1967. The Detailed Project Report was pre-
pared by NMDC on receipt of prospecting reports from the Geolo-
gical Survey of India and submitted to Government in October, 
1968. The Government approved the Project in principle in; 
January, 1969. The administrative approval to the Detailed Project. 
Report was communicated by the Government in Janullry. 1971. 

H. Kudremukh 

1.11. A major range of magnetite/quartzite ore exists in the-
Kwirem.ukh-Gangamula range of hills in the Chikmaglore District 
of M~re State approximately about 60 kilometres from the port 
of Mangalore. Realising the im}X>rtance of these Deposits, the Cor-
poration took up preliminary survey in April, 1965, and later took 
up the magnetite deposits at ArcH-range for detailed prospecting. 

The techno-economic feasibility study on the Project was under-
taken jointly with Maroona Corporation of USA and the MON 
Corporation of Japan. Based on the results 'Of the pilot plant tests, 
a techno-economic feasibility report was prepared jointly by NMDC. 
Marcona of USA and MON Groulp of Japan and submitted to Gov-
ernmen't an May 14, 1970. While approving the feasibility Report 
in prinl'iple, Government authorised the preparation of a Project 
Report to ronn the basis of the investment decision and also sanc-
tioned the necessary funds for preparation of the Report. The De-
taiied PrJject F~port has been submitted to Government in March, 
1971. An investment decision is still awaited.-

-At the time of factual verlficatiolll it has been stated by N.M.D.C. that 
Gove:mment have accorded their inveltment decllion in principle.' 
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The Project when completed would be the largest mine under-
taken in this country. It envisages raising of 20.6 million tannes 
of magnetite quartzite ore, concentrating it to 7.5 million tonnel 
of saleable product, transportation of the concentrate to the coast 
in the form of sLurry by a pipeline, and export of the slurry in large-
slurry carriers. 

I. Earlier ~ eminatioD by the Estimates. Committee & Comnllttce on 
Public Undertakinp 

1.12. The working (ff the N ationa! Mineral Development Cor-
poration Ltd. was examiMd by the Estim..ates Committee and their 
observations were incLuded in the Hundred and Fifty-sixth Report 
of the Estimates Committee (Second Lok Sabha) March, 1962. 
Action taken by the Government on the recommendations contained 
in that Report was incorporated in the Fortieth Report of the Esti-
mates Committee (Third Lok Sabha). The working of the Cor-
poration was also reviewed by the Committee on Public Undertak-
ings vide their Eleventh Report (4th Lok Sabha) in April, 1968. 
Action Taken by the Government on the recommendations con-
tained in that Report were incorporated in their Fifty-fifth Report· 
(Fourth Lok Sabha). 
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EXPORT COMMITMENT OF IRON ORE 

A. Appr~isal of achievements of the objectives 

2.1. In a note dated 26th March, 1958 prepared by the Ministry 
··of Commerce and Industry, it was stated. that the Planning Com-
mission approved the development of Kiriburu Project in view of 
the benefits· accruing, such as development of Vizag. Port and 
building of the Sambalpur-Titalgarh Railway line in the Hirakud 
area besides earning foareign exchange on the sale of iron ore to 
Japan. 

2.2. The production in Kiriburu started on a limi1Pd scale in April, 
1964 and at Bailadiia Deposit No. 14 in April, 1968. 

2.3. According to the Memorandum entered into with the 
Japanese in March, 1966 for a period of 3 years covering from 1966-
67 to 1968-89, the commitment was for the export of 2 million dry 
long tons (i.e. 21.34 lakhs tonnes) per annum from the Kiriburu 
ProJect. As, however, there were operatlonal difficl11ti~s in the ore 
dressing ;,lant and the actual shipment during the year 1~()C-67 

was only about 1.7 million dry long tons, the undelivered tannage 
was cancelled in April, 1967. Simultaneously, the commitment for 
1967-68 was reduced to 1.8 million dry long tons. Similarly, in 
February, 1968 the commitment for i968-69 was fixed at 1.8 million 
dry l'C1.ng tons (i.e. 19.21 1akhs tonnes). 

B. Tarpts and achievements 

2.4. The table below indicates the export of iron ore from the 
two mines to Japan vis-a-vis the commitments to the Japanese 
Steel Mills and the total exports of iron ore frcml the country as a 
whole:-

Year. 

(in 1alth tonnes) ---------.-.- .-. _._-----
Kiriburu 

Commit- Actual 
ment 

with 10% 
marc or 

less 

2 3 

Bailadila 

Commit- Actual 
ment 

with 10% 
more or 

less 

4 

3'73 1'44 

sxoort Percen- Stock at the port 
oCiron tage of and the mines on 

ore NMDC 311t March 
from exports ------
India to total Kiri- Bana-

exports buru' dUa 

6 7 8 9 
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2 3 4 S 6 7 8 9 

1965-66 6'50 7'98 67'53 U'82 
1966-67 18'13 17'68 7S'87 23'32 
1967-68 19'21 19'03 8'00 3'73- 85'17 26'72 
1968-69 19'21 17'89 16'00 16'18 91'47 37'20 1'39 5'79 
1969-70 16'05 14'77 34'S4 29'27 2'S3 2'6[ 
1970-71 16'05 16'51 3,'10 32'88 j'48 2'42 
I~nl-72 10'69 10'55 @40'30 36 '46 1'91 2'97 

-Represents the Iron ore obtained through hand minin, operations, 

@Th"ughac~ording to contracttM: export commitment was 47,00 Jakh tonnes, this 
was reduced by mutual agreement with the Japantse, 

2,5, During evidence, the Chairman, NMDG stated that against 
total supply of 80 m, tonnes target of export in aforesaid contracts, 
Corporation exported only 10,6 m, tonnes from Kiriburu and 11,86 m, 
tonnes from Bailadila till 31..3-72, For the balance quantity a fresh. 
agreement was signed on 3-4-1970 which mentions as follows:-

"Whereas the two Memoranda and the respective addenda 
thereto had. been signed by and between representatives 
of Indian Iron Ore Negotiating Committee and Japan 
Steel Mission under the respective dates of 19th March, 
1958 and 8th March, 1960 (hereinafter collectivelyeaUed 
"Basic Agreements") calling for a total supply of 
8o/Xio,ooO tons of K.iriburu and Bailadila Iron Ore from 
India to Japan, 

B, Whereas, out of the said SO,OOO,OOO tdns 12,~4(),OOO would 
have been supplied upto end of March, 1970 and a further 
6,400,000 tons have been contracted for comprlsmg 
2,500,000 tonnes of Kiriburu Iron Ore for delivery upto 
March, 1972 and 3,900,000 tons of Bailadila Iron Ore for 
delivery upto March, 1971 leaVing a balance of 61,260,000 
tons, 

Now therefore the parties heteto do hereby agree to conclude 
OOOltract for sale and Purchase of Lumpy Hema1IMe Iron 
Ore of Bailadi1a, India Origin on the following"terms and 
conditio'llS fOt the said 61,260,00:1 tons to corilplete Basic 
Agreements." 

2,6, The Corporation' informed the Committee that although the 
aforesaid contract was on long tenn basis, exportfrorri Ktriburu 
298 LS-2. 
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was to be stopped from 31-3-72 as it was the intention to divert pro-
duction of Kiriburu to meet the requirements of Bokaro Steel Plant. 

2.7. The Committee asked the representative of the Ministry 
whether the contract was not fore-closed due to non-achievement 
of targerts the witness replied in negative. However, he stated that 
the target of Kiriburu was nearly two million tonnes. There were 
shortfalls during 1967-68. The export commitment was 19 lakh 
tonnes but the production was 17 lakh tonnes. Similarly in 1968-69 
against the commitment of 19.21 lakh tonnes, the production was 
17.21 lakh tonnes i.e. a little below the target. 

The witness also stated that during 1971-72, the production had 
to be cut down from two to one million tonnes. This was because 
~pansion had to be completed in time so that increased capacity 
would be ready to feed the Bokaro Steel Plant. 

2.8. During evidence, the Chairman, National Mineral Develop-
ment Corporation statt!d that the Kiriburu mine was supposed to 
raise 3.3 million tonnes which it was estimated, would have 2 million 
tonnes of lump ore at 60 per cent yield. But in actual operations, 
the yield went down to 54 per cent. They had to reduce the com-
mitment to 1.8 million tonnes which was the real capacity of the 
mine in terms of lump ore. 

2.9. The following were stated by the Corporation and Depart-
ment of Mines as the main reasons for the shortfalls in the achieve-
ment of export commitments:-

(I) KIRmURU 

(a) Lower lump recovery; 

(b) Inadequate supply of rail wagons during 1968-69 and 
1969-70; and 

(c) Inadequate allocation of ships during 1969-70 by Japanese 
(adequate stock were available at the mine and the port 
to meet export commitments). 

(II) BAILADILA 
(a) Reduced delivery of ftoat ore by ftoat are contractors; 

(b) Lower lump recovery: 
(c) Non-allocation of ships during 1971-72 on account of 

December War; 
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(d) Non-availability of spares in time for maintenance of 
mining machinery and delay in receipt or additional 
equipment; and 

(e) Labour strike in April, 1971. 

C. Transport Difficulties 

(i) Sbortaee of Railway Waeons 

2.10. The Committee enquired whether the transport and move-
ment difficulties faced by NMDC were brought to the notice of 
Government. 

In regard to shortage of Railway wagons the Corporation stated 
that they had been bringing this difficulty to the notice of Govern-
ment through their monthly reports. 

2.11. The Department of Mines informed the Committee that the 
problem of adequate railway wagons was experienced more or less 
throughout the year 1968-69 and the matter was taken up by the 
Project as well as the Management from time to time with the Rail-
way authorities. The situation became acute around October, 1968 
when the matter was taken up with the Railway Board by NMDC. 

2.12. The Committee enquired whether this difficulty was still 
being felt. The Department of Mines replied that although the 
production from Kiriburu had been diverted to Bokaro, difficulty in 
Railway movement was still being felt. 

2.13. During evidence the Committee sought the views of the 
representative of the Ministry of Railways (Railway Board) regard-
ing non-availability of Railway wagons for moving of iron ore from 
Kiriburu & Bailadila Projects. The representative of the Railway 
Board stated as under:-

"There are three agencies in this movement viz. the NMDC 
loads the wagons; we convey the wagons and the port 
handles these wagons .... Now we have set aside a certain 
number of locomotives and special type wagons, only for 
this movement of iron ore for export. I am dealing with 
Kiriburu. The same also applies to Bailadila. We move 
this traffic in what we call a closed circuit movement. So, 
we do not utilize either the wagons or the locomotives for 
any other traffic and we have built up the fleet of wagons 
as well as of locomotives, to cater to this 2 million-tonne 
re-movement. So, when we do fall short of this move-
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ment, I would like to emphasize that the blame cannot be 
with the HaUways exclusively because the three agencies; 
one or the other fails at certain times...... The NMDC 
have referred to the shortfall of 52,000 tonnes for which 
they ascribe the blame to the Railways in the second half 
of the year ........ I would, represent that though the 
short-fall of 52,000 tons has been ascribed due to inability 
of the Railways to move this traffic, the real movement 
lapse occurred only in November-December, on account of 
the breaches. Thereafter we did pull up and the move-
ment lapse, such as occurred, could-I feel-be reasonably 
shared befween all the three agencies that are partners 
in this movement. And if I may say so, we are, I would 
again reiterate, in a closed cfrcuit movement for this 
traffic and hence we cannot fail unless. due to 'Some force 
majure like this, it interferes with the rhythm of the 
movement; and the capacity to make good is limited by 
certain constraints. 

We have built up a stock-pile at Bokaro of about 500,000 tons, 
They have started loading about 1 to 2 thousand tons a 
day. On an average, we might say that from June, we 
have moved about 70 to 80 thousand tons. This is after 
exnanslon. " 

(ii) Non-availability of Ships 

2.14. As regards non-availability of ships. the Department of 
Mines in their written reply after evidence, informed the Committee 
that the fact of non-availability of ships for loading the iron orE' 
for shipment to Japan from the Vizag Port which was adversely 
affecting the Mining operations due to accummulation of stocks both 
at the port and at the mining site, was brought to the notice of 
Govel'J"ment by NMDC from time to time. According to the terms 
of contracf. entered into with the Japanese Steel Mills, the ships tor 
the movement of ore were required to be nominated by the Japanese 
Steel Mill'!. The Department of Mines had been bringing this diffi-
culty to tne notice of MMTC and the Ministry of Foreign Trade from 
time to time for persulldln!1 the Japanese authorities to maintain 
Te~lal" supply of ships 'for the loading of the contractual quantity 
of fran are. MMTC were equallv concerned with tbis problem. 
tn spite of their efforts, the position had not improved much. 
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2.15. During evidence, the Secretary, Department of Mines 
informed the Committee that the export from KUiburu had been 
stopped effective from 1st April, 1972 and now tbe only source 01 
export by Visakhapatnam was from Bailadila Deposit No. 14. By 
middle of 1974, another Deposi~ (Bailadila Deposit No.5) would be 
in production and the whole of the production would be exported 
through Visakhapatnam outer Harbour. The agreement had been 
discontinued with full knowledge of Japanese and with their concur· 
rence that the production of Kiriburu was diverted to Bokaro. The 
first agreement in principle as far as Kiriburu was concerned was 
ill March, 1960 and it was even ~n left open to both the parties to 
raise the question of varying the proportions of ore from Kiriburu 
and Bail!ldila for meeting the requirements of Steel industry as and 
when required and the principle of diversion of Kiriburu in favour 
of steel industry was mutually agreed in March, 1960. Letters were 
exchanged in November, 1963. The Japanese accepted the proposal 
for transfer in August. 1966 in f/il;vour of Bailadila Deposit No.5. 

2.16. When it was pointed out by the Committee that there would 
be too much of loss of foreign exchange till Bailadila-5 comes up 
The representatives of the Ministry stated that the loss was inevit-
able. 

2.17. When the Committee desired t6 know the steps taken by 
Government to improve the position, the Department of Mines 
intimated that:-

"(i) The question of adequate sllpply of rail wagons for the 
mov~ment of iron are was taken. UP. b0th .. b,y the Ministry 
of Mines and the MMTC with tne :RailwllY Ministry from 
time to time urging them to easure the mo\-ement of thE' 
required quantity of ore for the fulfilment of export com-
R;litment·As a result; MM'1'C introduced the .tem of 
havin~ weeldy Control Boom. Meeting to· ... view, the' pOIi.o 
tion regarding productiolt1 ~m8ftt Ilndrtlhippi*g" 

(ii) Since May, 1972 a high level,G'm)mittee .~ .the Chair-
manship of the Cabinet secretary had been set up to 
revi~:w the movement of. ~ential commodi~& wluding 
iron ore. by . rail. Appropfiate~al meatnJflltl are·· tau. 
at thic; meeting. 

(lit) So far Q ,hortage bf Iftipt)inw' familftIaB .a.: ecmtenttd. 
NMDC anG'the· DepartMent ofMiDes mRf bee"':1m~1Mt1tt1lr 
upon, the· MK'llC'1 to p","suade the·, Jjplinese importers ~ 



make available adequate number of ships for clearing 
stocks at the ports and also to eDSure the shipment of the 
committed quantity of exports. 

{iv) As regards shortfall in the supply of ore by float-ore 
contractors, defaulting contractors were penalised by 
cancelling their contracts where necessary. Deliveries 
from the contractors had sInce improved. 

o(v) So far as timely procurement of spares needed for the 
maintenance of mining machinery imported from USSR 
was concerned, the Ministry had approached the USSR 
authorities from time to time to ensure the delivery of 
requisite spares in time by the suppliers. 

(vi) So far as the lower lump recovery was concerned, parti-
cularly in Bailadila, the NMDC had constituted a Techni-
cal Committee (in 1970) to go into the reasons for Baila-
dila-14 not attaining the target capacity and suggest 
remedial measures. The Technical Committee in its 
report submitted in August, 1970 observed that on the 
basis of produl;tion from April, 1968 upto February, 1970, 
the actual lump recovery ratio was only 66 per cent as 
against 75 per cent assumed in the Project Report and as 
a result, it--would be necessary to raise 6.6 m. tonnes 
annually as against 5.5 m. tonnes of ROM envisaged in the 
Project Report. The Corporation stated that the additional 
machinery required for raiSing 8.6 million tonnes ROM 
had since been procured (at a cost of Rs. 2.06 crores) and 
was under installation and the rated capacity expected to 
be achieved in 1974". 

2.18. The Committee regret to note that against the target of 88 
million tonnes for export to Japan only about 14).6 million tOlmes 
from Klribura and n.88 million tonne. from Bailaelila ttll 31-3-1972 
were experted and a revised agreement was entered into with the 
.Japanese for the balan~e quantity. 

The Committee were also Informed that the export from Kiri-
bam had been stopped apd that future exports would be from Baila· .. na. ---

The Committee are not ~nvlneed about the reasons addw:ed for 
G01I-fulllmeat of the eXltOrt targets viz. the fines pneratecl were 
more than antl~ipated, the "lumps were Dot of the reqnislte grade 
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and quality envisaged by IBM, that rail transport was not available 
in time and that Japanese ships had not kept up the schedule. The 
Committee feel that after a commitment was made with Japan, there 
should have been integrated plannini and implementation to ensure 
that the export target was achieved. The Committee feel that the 
steps now taken for despatch of ore to Japan at the level of Cabinet 
Secretary should have been taken many years earlier. At any rate 
now that it has been decided that the export commitment with Japan 
would be diverted to Bailamla the Committee need hardly stress 
that every care should be taken during this transit period to see that 
whatever commitment is made in respect of the quantity and quality 
of iron ore to be exported to Japan is honoured in letter and spirit. 
For this purpose the Committee would IUiiest that there should be 
an effective and close' coordination of all the agencies concerned 
namely NMDC, MMTC, Railways, Ministry of Foreip Trade, etc. 
so that no bottlenecks are allowed to come in the way of export 
commitments. 
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III 

KIIIIBURU PROJECT 

A. iUte· Seleeti4tD aDd economies of the Project 
a.1.The execution of the Kiriburu Iron Ore Project located on 

the border of Bihar and Orissa was undertaken as a :part of a multi-
plUpe&e project for supply of 2 million tonnes of'lron ore per annum 
to Japan for 10 years commencing from 1964. The multl-purpose 
project comprised inter-alia a rail link between . Sambalpuf and 
Titalgarh (111' rtliles) designed to open up the interior of Orissa 
State and improvement of port facilities at Vj~~. to provide an 
adequate outlet for the growing trade of the· hinterland. The 
Japanese Steel Mills provided financial assistance (to the extept of 
8 millions) in the shape of deferred payment for the purpose of 
equipment for the mine. 

3.2. The Kiriburu side was selected in 1958 by the working group 
consisting of the representatives of various Ministries, Geological 
Survey of India, and Mining Engineers set up by the Government. 
The Indian Bureau of Mines (now Geological Survey of India) sub-
mitted a report after making detailed drilling and geological investi-
gations. The report, however, gave no indication about the profit-
ability of the Project. Although the decision to develop Kiribum 
Mine was taken before the formation of the Corporation no techno-
economic feasibility study was undertaKen by the Government. It 
was, however, envisaged that the cost of production per ton (inclu-
sive of royalty) would be Rs. 11.68. The rail haulap:e l:5eing 480 
miles, and without any concession in freight and handling C'har,zes 
at the port, in the opinion of the Government there was no likeli-
hoed of any profit, while there was every likelihood of a los~ How-
ever, it was expected by Government that the Project mij!ht earn 
profit only whE'n the supplies were diverted to the Steel Plants in 
India. 

3.3. The Committee enquired as to why the profitability of the 
project was not indicated in the Report submittea bv IBM. In 9 

note furnished after the evidence, the Department of Mines stated' 
that the IBM Report furnished geological data such as reserves, lumn 
fines ratio, analysis of lump and fines etc. It was not required to' 

Tit 



1$ 

contain any information ~~iar41ng pl'ofitability which wa'" normally 
furnished in the Detail~d ~oject ~. 

3.4. The Geological Survey of India has also confirmed that the 
question of profitability was not within the scope of the report of 
Indian Bureau of Mines. 

3.5. When the Committee enquired about the terms of agreement 
with the Indian Bureau of Mines, the Oepartmenf of Mines stated 
that there was no formal agreement between the NMDC and IBM. 
The exploratory work relating to iron ore deposits was undertaken 
by IBM at the instance of the Government and payment made to 
them as per schedule of charges approved by Government. No 
penalty was recovered from the IBM for any defective work as there 
was no formal agreement with them. 

3.6. Asked why no techno-economic feasibility study was under-
taken by the authorities concernedlGovernment, although the deci-
sion to develop Kiriburu Mine had been taken before the formation 
of the NMDC. The Department of Mines stated as follows in a 
note furnished after evidence:-

"It is a fact that the investment deci~ion by the Government 
was taken on the ~is of DPR prepared by the Japanese 
Consulting Institute and not on- a Feasibility Study. The 
DPR provide information regarding the cost of production 
excluding royalty cess, etc. It was, however,-enviaaged 
that in view of the long lead from the port, the Project 
would make a loss. It was envisageci that the exports 
from this project would result in loss and the project was 
mainly ta~en up not on considerations of economic viabi-
lity and profitability but as a multipurpose project for the 
development of backward regions including the railway 
line." 
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B. Project Estimates 
3.7. The table below indicates the original and the actual expen-

diture incurred there against upto 31st March, 1972:-
(In lut-.s of RII.) 

OriBinal estimst-:s Revised Ac:ual Percentage 
estimatt. expenditure variation 

uptO 31St between 
March, 1972 original 

estimates 
and revised 
estimates 

2 3 

1237'67 1233'40 
(Augl;st. 

As on 31-3-69 91S'04 
(Dec. 1959) 

1966) 

As on 31-3-72. @1396 
(Prov.) 

The Increas~ In the estimates was attril'U e.' to thl fdlowir:g fac' ors:-

(a) Deyalua:ior. ofthe Ruple. 

(b) It ~m' no: provi.'led for in th!~OtIBinal Project Report. 

.-(c) I ,al~q.\lte provision!chanae in specifiC8tior.s 

Leu: Savir.g'mdcr the head irr:port c!\lti(s, res,! ye fur:{, 
water supplyetc. 

TOTAL 

(Rs in lakhs.) 

7"37 

104'83 

180'01 

4S7'U 

134'58 

322'63 

4 

35'26 

@This includes the cost of replacement' of capita! assets to the extent of Rs. J '06 
cror . 

"(a) this included expenditure on workini face preparation, estabUsh-
ment charges transportation and miscellaneous. The provisions made by 
the Japan Consulting Institute were not related to actual requirements and 
were inadequate. According to the Project Report, the starf was to be 
employed under a ~ased programme starting from about 2S members at 
the commencement of the Project and increuin, to 112 members dUring 
the construction phase of 3 years period over which the proJect had no 
effective control. The work sites WeTe spread out in a difficult terrain of 
over 12 sq. miles of mlnin, area. The conltruction of relldential 
accommodation and bale camp along with services like hospitals, dispensary, 
shopping centres etc. were abaolutely essential w'~lch were not envisaged 
ih the Project Report. 

[Contd. on nezt page] 
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C. Consultancy Services 

3.8. The Japanese Consultmg Institute was engaged as Consul-
tants by thtl N.M.D.C. Ltd In January, 1959 initially for a period of 
5 years on a consolidated fee of Rs. 16.80 lakhs. The Consultants 
prepared a Detailed Project Report on the basis of the report sub-
mitted by the Indian Bureau of Mines. In the opinion of the Com-
mittee on Public Undertakings the nature of the geological data was 
not adequately worked out in the scheme prepared by the I.B.M. 
and consequently resulted not only in excess generation of fines but 
also purchase of extra Machinery at a cost of 69 lakhs involvina 
additional expenditure of Rs. 0.20 per ton (on the basis of 1968-69 
production) . 

3.9. The Consultants, were, inter-alia, responsible for the per-
formance 01 the plant erected in accordance with the design prepared 
by them to achieve the '3tipulated standard. The performance tests 
were to be carried out for a period of two months either immediately 
after the erection of the plant or as soon as the Consultants desired 
them to be carried out. The installation was completed in August, 
1963 at a cost of Rs. 4 crores. According to the rated capacity, the 
production during the performance test of two months wo~ld have 
been 3.32 lnkh tonnes. On account, however, of non-completion of 
mechanical ore handling plant at Visakhapatnam port, non-
expansion (.f the projected railway lines and limited stock-piling 
facilities at Kiriburu and Visakhapatnam, test-run for the stipulated 
period could not be undertaken as there was no arrangement for 
the off-take of the resulting iron ore. The test run wal, therefore, 
restricted to a week's time only. In order to achieve the optimum 
prooiuction without any diftlculty, the period of consultancy was 

(b) In creale in the cost 0' power, Ihovels, dump trucks, rotary per-
cUlllion drills and bull-dozers, Japan Consulting Institute estimates were 
on low side whereas purchases were effected through DGSlcD on the basis 
of competitive open tenders. 

(c) Higher tender rates fOr steel works transport and lnnallation of 
machinery as also due to more excavat:on involved on account of actual 
conditions. 

This aspect was considered by the Committee on Public UndertaJdn,. 
vide Paragraphs 34--t03 of their 11th Report (4th Lok Sabha-Aprll, 1968). 

[Ccmtd. from pre page] 



extended bl' one year from ~jh Aujust, 19J4 to 4th August, 1965 and 
thereafter, again by a further penod of 2 months from 5th August 
1965 to 4th October, 1965. However, the stipulated test runs were 
not completed even during this extended period although an addi-
tional expf!Ilditure of Rs. 2.26 lakhs was ~urred OD account of 
extension of the consultancy period. 

3.10. The report of the Consultants env~saged the lump to fine 
ratio as 60 : 40 and the production programme for an annual output 
of 2 million tonnes concentrates was based on 3.30 million tonnes of 
Run of Mines. The Report of the Consultants was, however, silent 
about the disposal of 1.30 million tonnes of fines. In addition it 
would app(!ar· that the requirement of mining equipment like dum-
pers, dozers, shovels and drills as worked out by the consultants was 
exaggerated. 

3.11. In their 11th Report (4th Lok Sabha) on N.D.M.C. the 
Committee on Public Undertakings has observed that the nature of 
the geological data was not adequately worked out in the scheme 
prepared by the Indian Bureau of Mines and consequently resulted 
not only in excess generation of· fines but also purchase of extra 
machinery at a cost of Rs. 69 lakhs involving an additional expendi-
ture of Rs. 0.20 per tone (on the basi's of 1968-69 proouction). 

3.12. The Government in reply to the above recommendation, 
had st9ted as under:"':"'" 

"The practice in the past bas been that NMDC has been 
depending on the geological survey conducted by IBMI 
OSI although some e'l!aluation of the work done by them 
iiSmade by NMDC to determine whether· further detailed 
survey should be necessary. In case of the projects taken 
by the NMDC subsequently the Corporation has been 
auociating itself with the GSI at the prospecting stage. 
with a view to obviatiag the pQssibility of insufficient 
interpretation of geological strata. CQ-ordinatio:n· of this 
nature will be sought to a grellter degree ;n the case of 
future projects". 

3.13, During evidence. the Chairman, NMDC stated that IBM is 
now a daYIl " part of GSI and NMDC took up the work where the 
GSI left it. In Dhonimalai and Kudremukh projects., the NMDC 
did consid(!l'~hlf> work them'lelves. Even during. operation. thev 
were drilling, to !let the rl~ht mix, The Chl\!rTTum. NM'DC" ~lc:,.. 
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statE!d that the original project report for Kiriburu considered that 
at best 'screening would be done for 3 to 3-112 months but the NMDC 
screened round the year. The Chairman, NMDC also assured the 
Committee that the same mistakes would not happen in future. 

3.14. The Project was schedule~ to be completed by Deeember, 
1962 and e)~port of iron ore to Japan was to commence from January, 
1964 leaving a cushion of one year for trial and performance tests. 
The Project was, however, completed only in July, 1963 and the 
trail production started on a limited scale in April, 1964. The delay 
was attributed to the following factors:-

(a) Delay in awarding contracts for civil construction works. 

(b) Delay in finalisation of purchase of Machinery. 

(c) Non-completion of Iron Ore Handling' Plant at the Vizag 
Port. 

As a result of the delay, an additional capital expenditure of 
Rs. 20.96 lakhs was incurred on the following:-

Consul'aney 

Share of Head Office expeuses 

Interest dur'ng eOLS ruet on 

In'tial fac'lities 

(RI. in lakhs) 

2'26 

1'07 

11'20 

TOTAL 20'96 

The C.P.U. commented on this in their 11th Report of CPU on 
NMDC and their 55th Report on Action taken by Government. 

3.15. During the evidence, the 'Committee enquired how it was 
that the geological strata was not correctly worked out by the IBM. 
The Secretary, Department of Mines stated that firstly, these were 
some of the first instances where the IBM had :::uch a large scale 
experience in respect of lump ore and in respect of fines for projects 
to produce millions of tonnes over a period of years. Secondly, in 
all mining projects whether it was iron-ore, whethet it was copper 
or any other inside the country, it depended on the accuracy of the 
work done. 

3.16. Tb\!! Secretary Deptt. of Mines further added that "broadly 
speaking an agency like the IBM (now aSH had given the best 
forecasts p<.mible when It came to drilling and mining for production 



20 

purposes by the Corporation, over a period of years. It was impos-
sible to insist that the pattern should be absolutely faithful to the 
original forecast of IBM. As against the original forecast, if the 
actual output from year to year was somewhere in the region 
of plus or minus 10 per cent that could not be considered as an unfair 
margin." 

3.17. Asked about the views of the Geological Survey of India in 
regard to the excess generation of fines, the Geological Survey of 
India in a note furnished after the evidence, informed the Committee , 
as under: 

"Indian Bureau of Mines (Exploration Wing, which was 
subsequently merged with the Geological Survey of India) 
did not submit a scheme which resulted in an excess 
generation of fines. The responsibility of the Indian 
Bureau of Mines was con1ined to the carrying out of 
detailed exploratory and proving operations and furnish-
ing a report on the results of the work. This program-
me of work was drawn up in the light of requirements of 
Japanese consultants who ~ere to prepare the detailed 
project report. It was pointed out in the Indian Bureau 
of Mines report that the estimation of the proportion of 
lumps to fines likely to be produced, involves many im-
ponderables and taking into account all relevant factors 
the rat;o of lump to fines of 60: 40 was arrived at. The 
di'stribution of lumps and fines is not in the form of geo-
logical strata but is of a extremely irregular character. 
The procedure to be adopted, consequently, was essen-. 
tiaUy a statistical approach. It was also pointed out that 
the estimate of 60 per cent lumps to 40 per cent fines 
relates to the entire deposit and may vary in different 
parts of it. It has been stated that in the course of 
actual operations the lump to fine ratio has been 55: 45. 
This should be regarded as an excellent corroboration of 
the earlier estimates, since any variations even upto 10 
per cent should be considered as quite reasonable in view 
of the many imponderables involved .. Further. there are 
two basic factors involved in the production of fines, one 
is the nature of the material in the ground and the other 
i" the pro celis that is employed in mininlZ. processing, 
hand1ing etc." 
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3.18. The practical consequence of tile variatioQ between 'he 
~timated 60 per cent lump to 40 per cent fines and the actual 55 per 
cent lumps to 45 per cent fines is stated to be as under:-

"In the report, it was indicated that a run of mine production 
of 3.4 million tonnes would be required to produce 2 
million tonnes of lump ore, which was the objective of 
the project. In the context of the reduced recovery of 
55 per cent this would require to be increased to 3.6 
million tonnes, which means an increase of 6 per cent 
over the rated capacity. In view of the variations likely 
in the lump tonnes ratio, there would normally have to 
be a minimum built in provision of around 10 per cent 
capacity to take care of this factor. In other words this 
degree of variation from the estimate should be capable 
of being taken in the stride. Alternatively, if the rated 
capacity is to be treated as the maximum attainable, 
corresponding to the lump ore recovery of 55 per cent the 
run of mine ore producfion of 3.4 million tonnes, would 
yield a lump ore production of 1.87 million tonnes, i.e. 
93.5 per cent of the rated capacity of 2 million tonnes of 
lump ore of £he project. It is, therefore, not understood 
how "the whole economics of Kiriouru Project, to large 
extent have been affected, besides necessitating the pur-
chase of extra machinery" as a sequel to the departure 
in actual recovery of lump ore of 55 per cent from the 
estimated recovery of '60 per cent. . 

To ensure that all aspects including exploration problems 
a'rid exploitation requirements receive efficient, adequate 
and co-ordinated attention, Government decided that the 
NMDC should be associated with GSI at the prospecting 
stage. This decision has been given effect to in the subse-
quent exploratory and proving operations in Donimalai 
Iron Ore deposit!' 

3.19. The Committee note that selection of site for the Kiriburu 
Project was done In 1958 by a working group consisting of represen-
tatives of the Geological Survey of India, Indian Bureau of Mines, 
Government of Orissa, and the Mlni'ltry of Finance and Civil Enli-
beer and on tbe basis of the report submitted by the mM (now 
part of Geological Survey of India) after detailed drilling and leo-
logical investigations. The Committee note that the Report of mM 
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furnished g8010eical data such as resources lump fille ratio, analysis 
of lump flne etc., but ,ave no iftdication about the pr()fltabilhy of 
the Project. 

3.20. The Committee on Public Undertakings had in their 11th 
!teport (1967-68) already observed that the nature of the geological 
strata was not correctly worked out in the LB.M. Scheme. This 
resulted In an excess generation of fines and affected the whole 
economics of Kiriburu Proj~t to .a large extent, besides necessitating 
the purchase of extra machinery. In reply, the Government had 
stated "in the case of projects taken up by the NMDC subsequently, 
the Corporalion had been associating itself with the Geological 
Survey of Indta at the prospecting stage with a view to obviating 
the possibility of insufficient interpretation of geological strata". 

3.21. While the Committee appreciate the idea of taking up the 
development of Kiriburu iron ore mmes in the interest of develop-
ing the economy of this backward area, they feel that the objective 
has not been fully served as proper and adequate attention was not 
paid at the time of taking vital decisions about the machinery and 
equipment for Kiriburu Project, the man-power required, the assur-
ance of production of lump and fine in proper proportions, disposal 
of fines, timely mIning and shipping of ore with the result that 
Kiriburu not only failed to achleve the export target and win more 
orders but has resulted in loss with far-reaching adverse effect on 
the project as a whole. 

The Comm:ttee see no reason why Government did not take the 
basic precautions of having an integrated techno-economic detailed 
study before entering into a firm sale agreement with Japan. They 
can see no justification for leaving the work of technological investi-
gation exclusively to mM without holding them responsible for the 
resUlt.. which have accrued after the project was brought into pro-
duction with the Japanese consultancy Arm for not .giving accurate 
advice either about purchase of equipment or about the cost of 
production. It is obvious that the reports submitted by both these 
bodies should have been critically scrutinised by Government. What 
surprises the Committee most is that the decision to set up the 
Project, wa'l taken with the fun knowledge of the fact that there 
was no likelihood of any profit whUe there was every likelihood of 
8 loss. 

The Committee hope that such costly lapses would not l'eeur in 
future. 
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3.22. Tbe Committee regret to note from the actual services 
readered by tbe consultants that the project estimates prepared by 
tbem were inaciquate and required a good deal of modiJlcatlons 
with tbe result tbat the revised cost of project exceeded the original 
estimate by more than three crores of rupees. The Committee also 
repet to observe tbat the Consultant's report was silent about the 
disposal of fines, 

The Committee further note that the Japanese Consultin& Insti-
tute were inter alia, responsible for the performance of the piant 
erected in accordance with their design, were to complete the per-
formance test for a period of two months either immediately after 
erection of the Plant or as soon as they desired them W Ite done. 
Although the installation was completed in A1l&'ust, A- and the 
period of consultancy was extended till 4th October,,~965, Com-
mittee were informed that /he stipulatl'd tests were.:aet completed 
even during this extended period, The Committee at:.e .colUltrained 
to observe that the additional expenditure of as. 2.26 raltbs incurred 
on account of extension of the ('onsultancy period thus proved to 
be infruduous. The Committee hope that with the setting up of an 
agreement SCJIUtiaisin, cel1 in the Corporatien, cue wilt be faken 
to !lee that apeemeuts. bon~ etc. wiD in future be properiy Hruti· 
nised keeping in .iew the instr •• ionll i...... by the BPE in this 
rearard. 

D. Production ~erfo~mance .~, 
3,23. The plant was designed to give an Ilnnual output of 2 million 

t(])ones of sized ore, The following table indicates the rated produc-
tion, vi8-a-vis the actual achievements during the last six years end-
ing 31st March, 1972:-

OpeJUng 
halance 

Year 

2 

2'05 1966-67 

1967-68 

298 LS--3. 

As per 
project 
Report 

3 

33'00 

33'00 

(1";ltIlres in lakh tonne~) ._-_._----- ----- .. - ... 

Run of Mine 

actual 
produc-
tion 

Percen-
tage of 
aefuals 

to rated 
cap8City 

5 

88'73 

93'42 

R.red 
capacity 

20'00 

20'00 

Achleve- percen-
men! faj:e of 

ach1ete-
II\Cnl (II 

rated 
ClllPDC:; I Y 

7 8 

8S'75 

, . 
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.2 3 4 5 6 7 8 
._------

1968-69 33'00 29'63 89'79 20'00 17'21- 86'05 

1969-70 33'00 26'96 81'69 20'00 IS'71 78'55 
1970-71 33'00 29'75 90 '15 20'00 16'41 82'0, 

1971-72 33'00 19'37 58'90 20'00 10'44 52'2' 
-.--- - ... --.- -- -_._-

3,24, It will be seen that the plant could not attain the rated capa-
city ev.en up to 1971-72, although it was expected to, at least during 
1968-69 (vide para 54 of the 11th Report of the CPU-4th Lok Sabba-

April, 1968), Full facilities, both in terms of men and machines be-
ing available for attainment of the rated capacity, the shortfall in 
production resulted in increased cost (F.O,R., excluding royalty and 
other variable expenditure) of Rs. 1.25 per tonne (on the basis of 
1966-69 figures) leading to augmentation of loss by Rs. 42,95 lakhs 
during 1967-68 (Rs, 21,44 lakhs) and 1968-69 (Rs, 21.51 lakhs) alone, 
On the basis of 1971-72 figures, the increase in cost was 188 per 
tonne, 

3,25, Even adopting the basis of Run of Mine handled the short-
fall in production in 1967-68 and 1968-69 works out to 6.6 per cent 
and 10.2 per cent respectively leading to augmentation of loss by 
Rs. 25,78 lalths during these years, The shortfall in production ROM 
in 1970-71 and 1971-72 were however 9,85 per cent and 42.33 per cent 
respectively, 

3,26. The Ministry stated (May, 1970) as follows:-

"While the attainment of rated capacity is certainly a desirable 
objective. in reality the production level has essentially to 
be regulated with reference to the shipping position and 
also the day-to-day availability of railway wagons; more 
production merely for the stockpiles will doubtless lead to 
more losses apart from the constraint about the stockpile 
capacity itself," 

3.27, The commitment was reduced to 1.7 million dry long tons 
in 1966-67 on account of operational difficulties. For the years 1967-68 
and 1968-69, the commitment was reduced to 1.8 million dry long 
tons in the beginning of each year. The positioning of Shipping fix-
tures and Ule Railway wagons accM'dinglv followed the reduced ex-

.... _. __ .---_ . . _---_.-... -._----_. 
-----.Noi;-: ·-D~-~ot i~l~e 2.46- lakh tonnes, 2.09 lakhs tonnes and 1.14 lakh 
tonnes produced through hand mining in 1988-67. 1967-68 and 1968-69 res-
pectIvely 
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port commitment. Further, it has been explained that the stockpil-
ing capacity earmarked for the Kiriburu Project at the port was 1.20 
lakhs tonnes and at the mine head 60,000 tonnes, An analysis of the 
stock at the mine head and the port at the end of each month during 
1968-69, however, revealed that except in the months of June, 1968, 
August, 1968, September, 1968, October, 1968 and March. 1969. the 
stock at the port was more than the capacity indicated (it was rang-
ing between 1.24 lakh M, Tons to 2,00 lakh M, Tons), Similarly, the 
stock at the mine head at the end of each month was in excess of 
the stockpiling capacity of 60,000 tonnes on eight occasions, the maxi-
mum stock held at any time being of the order of 1 lakh tonnes, The 
analysis further revealed that the availabHity of railway wagons was 
generally much less than indented, However, the production in the 
Project did not follow any set pattern to confirm that the same was 
deliberately curtailed in view of non-availability of wagons leading 
10 accumulation of stock at the mine head, In the months of August 
and September, 1968 and February and March, 1969 the production 
was less in spite of the opening stock at the mine head being less than 
the other months when production was more, The monthly report 
of the Project Manager also indicated operational difficulties in at-
taining the target except in the months of October, 1968. November, 
1968 and February, 1969, 

3,28, In this connection the Corporation stated as under:-

"As explained earlier, actual production in the year in a ex-
port oriented mechanised mine would not so much be a 
function of the rated capacity of the mine and plant as 
much as of rail movement and the shipping availability at 
the port end," 

3,29, The point is illustrated below in respect of the last five years 
position, 

Year 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 
- - .----.. ~,-- ... -.- -- .-- -_._- -" 

ltKport 
comlJ1it-
ment 

19'21 

19':U 

16'o~ 

16'05 

10'69 

Actual 
export 

19'03 

17'89 

14 '77 

16'51 

10'55 

Stocks 
at mine 

and port 

I' 71 

1'39 

2' S3 

2'48 

1'91 
.. ------~-" -.----... ~.- ..... - . 

Total 
availa-

bility for 
export 

20'74 

19'28 

17'30 

18'99 

12'46 



The heavy unshipped stocks were a major contributory factor in 
restricting the level of production. 

3.30. Regarding production during 1971-72 the representative of 
the Corporation stated during evidence that as far as actual produc-
tion during 1971-72 in respect of Kiriburu was concerned, 1971-72 
was a bad year because the export itself was only one million tonnes 
but the project had· enough stock. The production was 9.95 lakh 
tonnes plus a little of Bokaro size ore and the total was 10.44 lakh 
tonnes. 

3.31. The representative of the Corporation stated that "We closed 
the mine in December. We had already overproduced. Then we 
started the mine again in a small way on 25th January, with modi-
fications to suit the Bokaro size which is entirely different and where 
the maximum size was 40 mm. Now we are carrying not only the 
balance of the old export stock, but minus 40, plus 10 which goes to 
Bokaro. Plus 40 is a natural thing arising out of that. We have got 
to dispose it of. We produced more than the contractual commit-
ment, not the rated capacity. We produced on the export size, 50 
per cent of our capacity because there was no export possibility." 

3.32. Asked whether during the closure of the mine in December 
any staff were laid off, the Chainnan, NMDC stated during evidence 
that the staff had been doing the annual maintenance at that time, 
and nobody was laid off. For practically one month, there was com-
plete under-utilization. That position might not recur again in Kin-
buru, if Bokaro picked up. 

3.33. The Committee also desired to know as to what would be the 
increase in cost per tonne of iron ore attribu1l8lWe to non-attainment 
of rated capacity during 1969-70, 1970-71 and 1971-72. The Chainnan 
NMDC stated that actually the effect of the under-utilisation in the 
above mentioned three years would be an increase in the cost per 
tonne of only 58 paise in 1969-70, 35 paise in 1970-71 and 1.88 rupees 
in 1971-72. 

Out of the supplies made to Japan the actual amount of loss would 
be about 91akhs in 1969-70, 6 lakbs in 1970-71 and 19.61akhs in 1971-72 
(this was because they were operating practically at 50 per cent). 

3.34. The Committee regret to note that the Kiriburu Project 
could not attaiD the rated capacity even in 19'71-72. The shortfall in 
produdion of lump ore varied from 14 per cent to 22 per cent during 
the years llC8-67 to It'70-71 anet increased to 48 per eent in lm-n. 
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Even on the bash of run.ol.m.iae Iuuadlecl, the sllertfall in pnNlue-
tion ranged from 10 per cent to 19 per cent during the period from 
1966-67 to ·1971·72. The Committee also regret to observe that the 
shortfall in production duzin, IWlI·12 has resulted in an i~rease in 
cost el as. 1.88 per tonne and conseq1lently the 1885 has also increased 
by as. It.6 Jaklu on acoount of the supplies made to Japan, 

3.as. According to the Corporation the productiOil had to be res· 
tricted. due to the inadequate availability of shippinc BDi railway 
facilities. The Committee, II,owever, find thlt the production did 
not follo:wuy set pattern. The Committee, therefore, fiDd it dtfll· 
cult te accept the stand of the CorporatiGn that its production was 
detilJerately curtailed on this account, The Committee strongly re-
cQIDlDend that the Corporation should have a coordiaated programme 
of pJlOductioa in coRSultation with the Ministry of Railways without 
affecting the production targets, 

E, Excess f'rtmeration of Fines 

3,36, The Project Report envisaged lump fine ratio as 60:40, The 
actual lump fine ratio, during the last 8 years is as detailed below:-

---_. -----------

Yellr 

3/64 to 31-3-196S 

1965-66 

J966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

TOTAl 

(Figures in lakhs of tonnes) 
.. ,---- --- .----- ~ .. -, ------

Rune Lump Expected percen-
<If ore Lump tage of 
M;nt' produced Ore BR LUmp 

'handled per Ore pro-
Project duced 
Report to Rune 
(60 ';:,of of Mine 
Rune of handled 
Mine) 

2 3 4 5 

4'61 2'°5 2'76 44'''7 

17'51 9'38 10'51 53'57 
29'2R 16'41 17' 57 56'05 

30 '83 17' 15 18'50 H'63 

29'63 17'21 17'78 58 '08 

26'96 IS'71 16·,8 S8'27 

29'75 16'41 17'85 55' J6 

19'87 10'44 11'42 54'91 

187'94 J04'76 lIZ' 57 55'74 ---,._.-.. _-- ----,--_." .-----~~ .. --.---- _.- -. 



3.37. In this connection, the Corporation/Ministry stated as fol-
lows:-

The average percentage of lump ore produced out of the ROM 
handled during 1964-65 to 1968-69 ranged between 44.47: 
55.53 and 58.08:41.92. and during 1969-70 came to 58.27, as 
against 58.08 in 1968-69. The improvement during 1968-69 
and 1969-70 could be accomplished by keeping a continu-
ous and systematic watch over the blasting techniques and 
processing in the Plant. There have been months in which 
the lump recovery has been substantially better. In a 
written reply after evidence the Ministry stated that this 
was the first mechanised iron ore mine operated by NMDC. 
Improvements have constantly been made by NMDC in 
various aspects of iron ore mining with the growth of its 
experience. 

3.38. According to the Ministry "Even in a well-proved iron ore 
deposit of large size. the chemical and physical characteristics on 
which the lump fine ratio was dependent, were not uniformally dis-
tributed throughout the length and depth of the deposit with the 
result that on certain occasions the actual ratio might be higher and 
sometimes lower than the average assumed on the basis of the geo-
logical prospecting." 

!l.39. The Committee desired to know whether the aforesaid fac-
tors were not taken into account by the consultants whil~ indicating 
the expected lump fine ratio of 60:40 in the Project Report. In a note 
after evidence. the Corporation stated that the percentage of fines in 
the run of mine was assumed by the Consultants to be more than 
40 per cent. They had indicated that the percentage would be re-
duced to around 30 per cent if vein laterite and thicker portion of 
blue dust were removed in selective mining. They anticipated that 
the percentage of fines after breakage into 'required sizes at Crush-
ing Plant would be around 40 per cent and o~ thi~ bas~s th~y worked 
out the details of the Project. 

Accumulation of Fines 

3.40. The project accumulated 36.65 tonnes of fines upto 31st March. 
1969 against which no "Illue was assigned on the understanding that 
there was no market lor the same. The Corporation, however, pre-
pared a modification and expansion scheme for. Kiriburu Mines in 
September, 1968 which was sanctioned by the Government in August, 
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1969. (The fines are now expected to be disposed of gradually to 
Bokaro Steel Plant. The price payable by the Bokaro Steel and ec0-
nomics of disposal of fines are yet to be determined), 

3.41. The Corporliltion stated that the stock of fines accumulated 
as on 31st March, 1972 was of the order of 6.56 million tonnes.. It was 
also stated by the Corporation that in the Annual Accounts of 1969-70, 
a value of Rs. 3 per tonne was placed for the Kiriburu fines in view 
of the fact that Bokaro Steel Plant was committed to take all the 
fines from Kiriburu. However, the Committee found from the Bal-
ance Sheet of the Corporation for 1970-71 that consequent on the 
reluctance of the Bokaro Steel Limited to accept the fines available 
at the Kiriburu iron-mines, no credit for these fines were taken into 
account. Even the credit taken in account during 1969-70 was also 
written back, 

3.42. The Committee wanted to know the total loss suffered by 
NMDC on account of accumulation of fines at Kiriburu Project. The 
Committee were informed in a note furnished by the Department of 
Mines that the loss was mainly on account of non-recovery of fixed 
costs i.e. depreciation, interest and deferred revenue expenditure 
written oft', fully owing to lower production of lumps. The figure of 
Rs, 65.61 lakhs is the total of the year-wise reduction in cost that 
could have been achieved from 1964-65 to 1971-72, if the lump reco-
very had been as envisaged in the D,P,R. The calculations leading 
to the figure of Rs, 65,61 lakhs are .as follows:-. 

Year 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

_._--_.-

Actual 
average 
fixed 
cost per 
tonne 

39'81 

12'38 

7'75 

7. 14 

S'19 

4'" 
3'96 

4'48 

-- .-_ .. ' ,--... -

Fixed Reduc- Output Annual 
cost per tion n (,n lakhs loIS 
tonne if COlt per tonnes) (RII, in 
output tonne tonnes) lakhs) 
Will as (Ra.) 
perDPR 

(Ra, per tonne) 
----

29'SO 10'31 2'05 21' 14 

11'05 1'33 9'38 12',,8 

7'24 0'51 16'41 8'37 

6-62 0.S2 17, IS 8'92 

5'02 0'17 17'21 2'93 

4'44 0' 13 15'71 2'04 

3'64 0'32 16'41 5'25 
A'03 o'4S 9'9S 4',,8 

6S'61 
._----_.- ._-_ ... - ... ~--~- .. " 
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3.63. The Committee desired to know the points of difference bet-
ween Bokaro Steel Limited and NMDC and whether the matter re-
garding non-agreement between the two Corporations on account of 
disposal of ores, fines was brought to the notice of Government and 
if so, the action taken by Government to settle the issue. The De-
partment of Mines in a note after evidence stated that there was dis-
agTeement between NMDC and Bokaro &teel Plant regarding disposal 
of ore flnes in the dump primarily on account of its alumina specifica-
tions. While Bokaro desired an alumina content of 5.1 ~er cen~ maxi-
mum, NMDC's assessment was that it would not be less than 6 per 
cent from the dump fines. It was, therefore, decided by NMDC to 
beneflcite the dump fines to suit to alumina specification of Bokaro. 

3.44. It was further stated by the Department of Mines that so fE'.r 
no value had been assigned to the fines and that the dump fines 
reclaimed and beneficiated were to be sold to Bokaro and w('uld then 
fetch a reasonable value. 

8.45. To a question about the total expenditure incurrp.d on the 
stacking of the accumulated flnes and what was the likelv CORt of 
reclamation, the Corporation stated:-, 

(8) Stacking fines was Rs. O.5{) per tonne (appx.) 

(b) Reclamation and feeding beneficiatin.~ plant was Rs. 2.00 
per tonne (approximately). 

(c) Beneficiated fines comprising reclamation beneficiation and 
loading was Rs. 5.00 per tonne (approximately). 

3.46. The Committee observed that to a considerable extent the 
economics of an iron ore project depended on commercial utilisatlon 
of ore fines. They enquired how far in the opinion of the Govern-
ment the accumulation of fines was responsible for the IORses suffered 
by the Corporation. The Department of Mines stated. that the econo-
mics of an iron ore project would improve to the extent the sale of 
fine5 results in net accrual of additional revenue to the mining COlll-
pany. The Kiriburu project, however, was developed on the basis 
of sale of lump ore only. 

3.47. The Committee sought the vieWlS of the representative ')f the 
Central Mining Research Station. Dhanbad regarding exceS!l genera-
tion of fines in Kiriburu. During evidence the representatIve stated 
as under:-

IIUle fines which had been generated in mining should be IIplit 
up in different parts. The one, fine which nature has depo-
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lited inside and which is there and about which we feel 
We can do very little. But we can know precisely what 
percentage of fines in the course of blasting the reses!ch 
can playa prominent part in increasing or reducing the 
fines as required in the enq. product. So far as the tines 
generated in transportation is concerned it could be looked 
into whether there is any scoPe to improlle upon it. An-
other point is the fines generated in the operation of break-
ing, crushing or grinding there is scope for improvement 
in one way or the other as required and investiptioD oould 
be made. 

The other point that arises is when we try to reduce the fines, 
there are two ways of looking at it. how much it is going 
to cost as to use the fines and how much it is going to cost 
as to reduce the fines. If the cost for reducing the fines is 
less, obviously we will go for it. If the cost of reducing 
the fines is more and the cost of using the fines is less then 
it is better to use the fines. There are alternative methods 
of mining to reduce the fines and it may be possible. But 
this will require deep investigation into it, in respect of 
techniques to adopt them and their economies." 

3.48. The Committee note that though the Detailed Projed R4"port 
had envisared the lump-fine ratio as 60:40 actually the lump flne ratio 
ranrM from 44.47:55.53 to 58.27:41.73 durin&, the six years from 
1.9M-65 to 1969-70. The lump fine ratio in 1970-71 and 1971-7! were, 
however, 5&.16:44.84 and 54.91:49.09 respectively, thus indicating ex-
cess generation of fines during 1970·71 and 1971·72. The Committee 
were informed that from 1964·65 to 1971·72 the total reducti"n in 
cost that could have been achieved if the lump recovery had been 
as envisaged in the Detailed Project Report was of . the order of 
Rs. 66.61 lakhs. 

3.49. 'nle Committee note that 4.88 million tonnes of fines have 
been accumulated upto 31st March, 197% and so far no vah1" ha!! been 
assigned to these fiDes. Though it was t1ecidecl to dispose ef the 
fines gradually to Bokaro Steel Plant, the fines should not be disposed 
of as the fines required for Bokaro were of different speciftcatioDs. 
The Corporation, therefore, decided to beneficiate the lump fines to 
suit the requirements of Bokaro at a e'OSt of Rs. 5.00 per tonne (ap-
proximately). 

3.50. The Committee note that if the lump recovery as envill8ged 
in the DetaUed Project Report had been achieved, then would have 
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been a reduction in cost to the extent of Rs. 65.61 lakhs from 1964-65 
to 1971·72 and this constituted a loss to the Corporation. The Com. 
mittee need hardly point out that this loss would be further increas-
ed by the cost of beneficiation of fines not to speak of the additional 
cost that may be involved in the acquisition and erection of plant and 
machinery for such beneficiation. I 

The Committee need hardly stress that to a considerAhle extent 
the economics of an iron ore plant depends on the commercial utili· 
sation of fines. 

3.51. The Committee, therefore, recommend that the Corporation/ 
Ministry should resolve the differences with Bokaro Steel Limited 
and arrive at a reasonable settlement of the selling price of the bene-
ficiated flnes to Bokaro Steel Limited without any further delay. 

F. Man-Power Utilisation 

3.52. The Japanese consultants in their Detailed Project HE:port 
reC<lmmended a total staff strength of 750 under different categories 
for the working of the mines at the rated capacity of 2 million tonnes 
of sized ore per annum. As the staff strength recommended by the 
Consultants was considered inadequate, the managerial organisation 
and personnel programme were studied by R. N. Singh, Committee 
in 1964 and by the Administrative Staff College, Hyderabad in 1967. 
The following table indicates the particulars of staff strength reC<lm-
mended from time to time vis-a-vis actual strength during the period 
from 1966-67 to 1971-72:-
----~.---

-.--~.,-.-.--- ._------_. --.-.--- ----. . ... -.-.-------

As re_ As re- As re- Actual Excess Excess Excess 
com- eom- com- average over over over 

Year mended mended mended yearly Project R.N. Admn. 
in the: by R.N. byArl- strength Report Singh Staff 
Project Singh minis- Comtt. College 
Repor! Comm'ttee tflltivt' Report Repon 

Staff 
College 

1966-67 750 1013 1237 1578 821\ 565 341 

1967-68 750 1013 1237 1408 658 395 171 

1968-69 750 1013 1237 145% 702 439 215 

IQ69-70 750 1013 1237 1277 527 264 4° 
1970-71 750 1013 1237 1353 603 340 ulS 

1971-72 7S0 1013 1237 1374 624 361 137 --_.-._- -_._" -- - .' .... _---, .. -~--.- ... ---.---.-
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3,53. 'nle Financial effect of the employment of excess staff over 
that recommended by the Administrative Staff College worked out 
to Rs, 33,78 lakhs for the years 1966-67 to 1971-72 as detailed below:-· 

1966-67 • 

1967-68 • 

1968-69 • 

1969-70 • 

1970-71 , 

197 1-72 , 

TOTAL 

eRa. in takhs) 

7'96 

J'34 
7'06 

6'so 

3'40 
3"0 

3'1'76 

3.504, Taking the average of the above six years (Rs. 5.63 lakhs) 
the additional cost per tonne on this account worked out to Rs. 0.28 
on the basis of the rated capacity. 

3,55, It was intimated by Management in a written reply that the 
financial effect in terms of cost of production for 1971-72 had increas-
ed as the production was restricted to the extent of market avail-
ability (production: 10.44 lakhs tonnes in 1971-72 against 16.41 lakhs 
tonnes in 1970-71) (Most of the excess staff consisted of muster roll 
labour who were local Adivasis. They were unskilled, working as 
general 1mlzdoors. It is a human problem and it is the question of 
employment of local Adivasi and their services could not be utilised 
in the expansion programme). 

3.56. In this connection, the Management stated as undf'r:-

"While the Detailed Project Report prepared by the Consul-
tants had recommended a staff strength of 750 under diffe-
rent categories for the working of the mine lit the annual 
rated capacity of 2 million tOfllIles of sized ore, When con-
struction was completed and the mine entered into the 
production phase it was recognised that under the Indian 
conditions, in general, and the conditions obtaining in an 
out-of-the Way mining area like Kiriburu, in particular 
this staff strength would be inadequate. The matter has 
been examined in detail from time to time by various ex-
pert bodies. While they based their recommendations on 
their study of the managerial organisation and peTsonnel 
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programme, one aspect that was left out in such examina-
tion relates to the muster roll labour emp~ on daily 
rated basis during the construction phase of t~ project. 
At the end of the construction period most of these work-
ers (mainly Adivasis) were rendered surplus but it was 
not possible to retrench them straight away on practical 
considerations especially as they had put in fairly long 
years of service in the Project. The problem of surplus 
manpower is not peculiar to Kiriburu or Bailadila but is 
commonly prevalent in almost all the Public Enterprises. 
The Management has thought of various (other than re-
trenchment) solutions from time to time to tackle this 
intractable problem. With a view to reducing surplus 
problem without creating industrial unrest, a voluntary 
retirement scheme was introduced toward~ the end of 
1967. This scheme offered substantial monetary benefits 
as compared to the retrenchment benefits ordinarily ad-
missible under labour laws and was continued till 31st 
March, 1969. During this period about 120 muster roll 
employees availed of the scheme and after getting the pay-
ments admissible under the scheme left the service of the 
Project. The scheme has been reviewed to make it more 
attractive and had been offered again. Another practi-
cable way of dealing with this problem is the absorption 
of the surplus labour in the regular cadre after giving them 
suitable training to the extent they can be accommodated 
under the existing muster roll, vacancies in the present 
Kiriburu mine and transferred to the Kirihuru Modifica-
tion/Expansion Scheme against the new posts already 
created/likely to be created in future. A ban has since 
been imposed on the employment of new labour." 

3.57. The. Committee enquil'ed whether the Management was still 
recruiting the staff. The Chail'11lan NMDC replied "No, except in 
the 'Skilled categories from which a few hands will be necessary for 
expansion. During 1968 .. 69 and 1970-71 we regularised some people 
who were in the Muster Roll. We did not recruit fresh people." 

3.58. The Chairman also stated during evidence that the voluntary 
Retirement Scheme was reviewed in F-ebruary, 1970 but nobody 
availed of it also about 80 per cent of the surplus staff were absorbed 
in the Klriburu Modification Scheme. 
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3.59. The table below compares the output per man.c;hii1 as givl!n 
in the Project Report, budgeted during the year and the actual out-
put per manshift in the Project during the last 6 years:-

... _____ . _____ . ____ . __ .sln __ tonne~ 

Out-put per malur.ift 
Year 

As~ As per Budgeted Actual 
ProJect Admn. durinc O\1lput 
Report Staff the year per man-

College: shift 
Report 

1966-67 8'89 5'39 3'3) 3'45 
1967-68 8'89 5'39 3·80 42S 
1968-61) 8'89 S'39 4'04 3,87 

1969-70 g'89 5'39 3'~1 3 51 

1970-71 8,89 ~'39 3'49 3 37 
19-71-72 8'89 5'39 3' IS •• 

-_.---"- -_. __ ._- .. _-- .. -- -_._¥_-- ... . ... - ._-------
"Production pattern changed to suit the requircmnat of :i.S.L. Moreowr, the 

Olltput per manshlfr was low for Kirtburu as the plaot operllted on res-
tricted capacity of 10 lakhs tonnes only and hence the OMS fiogures as an 
indicator of proficiency may not be realistic. 

3.60. In- t~ connectiOl\, the Management have siaied (December, 
1969) that "Change in lump fine C8re ratio has also had its' efteet on 
the output per mansbift. Moreover, the plant which was originally 
envisaged to work as a dry plant had to be nm as a wet plant with 
oonseque:ot reduction in the output per manshift." 

3.61. It may be mentioned that at the time the study was under-
taken by the Administrative Staff College in 198'7, these problems 
were known and were probably the reasons ff)r bing the strength 
which was even muckl higher than that fiOted by the R. N. S'lngh 
Committee in 1964. Moreover, even on the basis of lump ft·De ratio 
as mentioned in the Project Report, the output per man!'hift during 
1967-68 and 1968-69 worked out to 4.57 tonnes and 4.00 tonnes only. 

'3.82. In a note after evidence the Corporation stated that the De-
taiFed Project Report provision (J.e.I.) was based on a staff strength 
of 750 men for recovery of 2 million tonnes of lump from 3.3 million 
tormes of R.O.M. The number of men as well as the recovery assum-
ed in the DetaUed Project Report turned out to be unrealistic in 
actual practice. The number of men sanctioned for the project stood 
at 137f) for an output of 1.8 miltion tonnes per annum. This worked 
out to 4.8 tonnes per manshift for lump and 8.8 tonnes foT' R.O.M. 
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3.63. The OM.S. figure for 1968-69, 1969-70 and 1970-71 had been 
low as the production was restricted to 1.5 million tonnes against the 
capacity of 1.8 million tonnes in view of the reduced export commit-
ment for these years. 

3.64. The output per manshift during 1971-72 for Kiriburu was low 
as the plant was operating on restricted capacity of 10 lakh tonnes 
only and hence the OMS figure as an indicator of proficiency may 
not be realistic. 

3.65. In this connection, the Department of Mines in a note after 
evidence stated that according to the NMDC output per manshift 
during 1971-72 for Kiriburu was 2.9 and 4.2 tonnes for lump ore and 
R.O.M. production respectively. During this year lilso the O.M.S. 
figures were low as the plant was operating on a restrided capacity 
of about 50 per cent of the rated capacity, the export commitment 
for the year being limited to one million tonne only. The position 
was expected to improve with the removal of the constraint on pro-
duction level with supplies to Bokaro. Supplies to Bokltro have just 
commenced during 1972-73 and the O.M.S. will improve with the 
increase in offtake to Bokaro. 

3.66. The Committee note that the Detailed Projed Report had: 
recommended a total staff of 750 under elifterent categories for the 
working of the mines at the rated capacity of 2 million tonne:'! of sized 
ore per annwn. Subsequently, at the instance of the Management, 
the R. N. Singh Committee in 1964 and the Administrative Staff 
College in 1967 studied the staff position and recommende(l the suit-
able staff strength. The Committee find that the strength fixed by 
the Administrative Sta·ff College in 1967 was higher than that fixed 
by the R. N. Singh Committee in 1964 as the former had taken into 
account the change in the lump fine ratio and its effect on the output 
per manshift. 

The Committee regret to observe that even on the basis of revised 
strength as fixed by the Administrative ~aft Collerce. the Kiriburu 
Project had been carrying Il large number of sW'plus stoft and this 
hlld resulted in an additional expenditure of Rs. 33.76 lakhs from 
1966-67 to 1971-72 and had caused an increase of 28 paise in the cost 
of production per tonne on an average. The Committee note that 
the Management are already seized of the problem and have taken 
various steps like voluntary retirement scheme, absorptil>R of surplus 
workers in the new schemes without creating industrial unrest. 
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the Committee feel that the Management should tackle this pro-
blem and find an abiding solution. Meanwhile attem,Its should be 
made to deploy the surplus staff in such a way So as 1" reduce any 
loss to the projed on this score. 

3.67. The Committee note that in NMDC the output per man shift 
ranged from 3.37 to 4.25 during the period from 1966-67 to 1.970-71 
compared to a rate of 5.39 based on the strength recommended by the 
Administrative Staff College and 8.89 indicated in the Detailed Pro-
ject Report. The Committee were informed that the Detailed Pro-
ject Report was based on a staff strength of 75() men for recovery of 
2 million tonnes of lump 'ore and this had turned out to be unrealistic 
in actual practice. According to the Management, the sanctioned 
strength was 1370 for an output of 1.8 million tonnes only. The Com-
mittee were assured that the podtion is expected to imprOve with 
the removal 'of the constraints on production with incrr.ase in sup-
plies to Boltaro. ... 

The Committee view with cont'ern that wide variation between 
the strength sanctioned by the management and the 'Ilrength indi-
cated in the D.P.R. and suggest that the Management should work-
out a realistic rate of output per manshift taking into account all the 
factors and ensure that the rates pre adhered to by n stricter super-
vision and increase production. 

G. Machine Utilisation 

3.68. The Project Report envisaged the availability factor of the 
heavy mining machinery as 75 per cent on the basis of two shifts 
wOTking for 275 days in a year. The original value of two types of 
heavy mining machinery, namely, dumpers and dozers pro-
cured from time to time was R,. 121.68 lakhs. The table below 
gives the availability and utilisatiCn of these two types of machinery 
in the Projecfduring 1008-69: . 

(i) Total machine shifts available T 1000(20) 

(ii) Total machine shifts theoretically available 
for production at 7S~" of (i) . 82S0 

(iii) Machine shifts actually utilised for production . S304 
(iv) Percenta~e of uti\i~ati(ln 

(9) to total availability i.e. (iii) to (i), 48· 2 
(I-) to theoretical availability i.e. (iii) 10 (ii) 64' 3 

NOTP.-The ngures in brackets indic1te the number of machines. 

Dozen" 
T968-69 

3988 (7 
for 9 
month~ 
8 for ~ 
months) 
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3.69. As the Project attained 86 per cent of the rated capacity 
in i968-69 by utilising the machines to the extent indicated above 
the actual requirement of such machinery for attainment of full 
production capacity on the basis of the assumptions made in the 
project report worked out as follows: 
---.-------- .--_ .. _---_. --- -_ .. ----_ .. -._--_._---_._---

Dumpers Dozen 
(1968-69) (1968-69) 

Machine shifts required to attan the rated capac:it~ 6167 1702 

Total machine shifts required (including reserve) i.e. 100/75 822 3(15) 2269(5) 
------~-.. ---_ .. __ .. ---------- ------_ ..... _--_._--

3.70. If the asswnptions made in the Project Report were CODIi-
dered realistic, then 5 out of 20 dwnpers and 3 out of 8 dozers would 
appear to have been acquired in excess of requirement. The Minis-
try had explained (May, 1970) that "the theoretical calculations are 
not workable in the case of a mine where, in these years, most of 
the equipment had become aged necessitating greater degree of 
repairs and maintenance; in fact most of these equipment would 
have been replaced during these years if the necessary funds-had 
been available with the Corporation." 

3.71. In a written reply, the Corporation stated as follows:-

"It may be stated that the objection was for having 20 dum-
pers against the overall requirement of 1\5 calculated on 
the basis of availability and actual utilisation pertaining 
to the period 1988-69." 

3.72. It is to be mentioned in this regard that though the physi-
cal holding of dumpers was 20, two of them were of smaller capa-
city, viz., 15 tonnes and hence could not be utilised for production 
since 1968-69 as they were not of the matching capacity with our 
power shovels. Out of the remaining 18 three of the Euclid dum-
pers of 27 tonnes capacity were out of the production line since 
they met with accidents two on 4th September, 1968 and one on 7th 
December, 1969 and had been render unserviceable. The project 
hqd thus only 15 dumpers for a~tual utilisation. 

:t73. As regards dozers, it is seen that while working out the 
total r~uirement of dozers only the theoretical machine shifts re-
quired for achieving the target have been taken into account where-
ao:; it s}\Ould be based on the area of operatum of individual dov.et'S. 
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The minimum requirements of dozers of the project work out to 
be 6 as shown below:-

MINE 
Hill NO.1 
Hill No. 2. 

Fine ore stock pile • 

1 No. L Catering to the requirement' 
I No. f of shovels. 

1 No. For preparation of site for 

• 2. Nos. 

advance blast-holes. This 
equipment is to cater to the 
need of 4 blast-hole drills. 

Lump ore stock-pile and mainte-
nance of down hill roads I No. 

6 Nus. 

3.74. Taking the availability of 75 per cent to make 6 dozers 
physically available everyday at the places as shown above the total 
requirement of dozers works out to 8 Nos. and this is essential to 
avoid dozers traversing long distance over the hilly terrain and 
the mining area which is deterimental to the under-carriage of the 
equipment. It would thus be seen that the project had only the 
required number of equipment (dumper and dozer). 

3.75. The Committee asked, if the theoretical calculations were 
not workable as stated by the Ministry, what was the basis adopted 
by the consultants for recommending the procurement of the plant 
and machinery for working the mine to its rated capacity and for 
judging their performance. During evidence it was stated by the 
Chairman as follows:-

"The requirements of equipment are calculated on the basis 
of rated capacity ana the tonnage they would handle. 
So, in the project report, the number of equipment was 
calculated on the basis of :rated capacity of each machine.''' 

3.76. Asked whether the consultants indicated the working life· 
of these machines and whether the replacement were dode after 
the expiry of this period, it was stated by the Corporation that, 
''These machines also have their economic life assessed in terms 
of number of hours. For various types of eqUipment we have the-
economic life fixed. Whenever, the machines complete their econo-
mic life we have to replace them. Normally a dumper which works 
about 2,000 hrs. a year requires to be replaced after five years and 
similarly, a shovel must be replaced after 9 or 10 years. We have 
298 LS-4. 



<lone some replacements in Kiriburu, particularly of dozer3 and 
.drills. When we replace machines in the initial stage when the 
maintenance required is low because when the machine is new we 
get a better percentage availability and it reflects on the production 
because the machine is available for more number of hours. But 
unless we keep our maintenance up to the standard, there is a likeli-
hood of a fall in production. Therefore, normally w.hat we do is 
that in a certain year we replace them in phases so that at any 
given time certain new machines as well as certain old machines 
will be available. We maintain a depreciation fund for the purpose 
and we replace them from this fund provided the fund is available 
because it so happened in Kiriburu last year that the net realisa-
tions was only Rs. 3". 

3.77. Asked whether any study in respect of working of mining-
machinery in other countries was undertaken the representative of 
the Corporation stated that "a comparison was made mainly on 
the machine-availability. Normally, in other countries, the total 
or full utilisation is round about 50 to 60 per cent. But here it was 
about 35 to 40 per cent. Howe'Jer, they were trying to improve. 
It was mainly because of lack of availability of spares, more diffi-
cult working conditions an.j not very much high standard of main-
tenance." 

3.78. The Committee note that the Projed Report had envisaged 
the availability factor of heavy mining machinery as 75 per cent 
on the basis of two shifts working for 275 days in a year. The Com-
mittee find that the percentage of machine shifts actually utilised 
for production to the total machine shifts theoretically available 
for production was 64.3 per cent in the case of dumpers and 48.9 per 
cent in the case of dozers during 1968-69. On the basis of percen-
tage of the utilisation of two types of heavy mining machinery viz. 
dumpers and dozers, the Committee find that 5 out of 20 dumpers 
and 3 out of 8 dozers have been acquired in excess of requirements. 
The Committee were informed that "though the physical holding 
·of dumpers was 20, two of them were of smaller capacity (/viz. 15 
tonnes) and hence could not be utilised for production since 1968-69 
as they were not of the metching capacity with power shovels. Out 
of the remaining 18 dumpers three of the Euclid dumpers of 27 
tonne, eapaeity were out of the produetion line since they met with 
accidents. twc,l on 4th September, 1_ and ODe On 7th December, 
1969 anA had been render" ulls8rvieeable. The projed bad thus 
only 15 dumpers for actual utilisatloll." 
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3.79. TheCo.uuuittee are at a loss to understand as to why two 
,dumpers of smaller capacity were at all purchased if they could 
not be utilised for production purposes, and why these were lyin£ 

,unutilised since 1968·69 and why the dumpers which met with the 
accidents could not be made serviceable or disposed of to the best 

· advantage of N.M.D.C. 

The Committee strongly recommend that the entire inatter of 
purchase of dwnpers should be thoroughly investigated and res· 

· ponsibility fixed for purchase of dumpers nOt of the required capa-
city and keepin£ them un-utilised since 1968·69. The Committee 
also recommend that the Corporation should immediately take steps 
to ensure that the surplus dumpers are usefully deployed on other 

· projects taken up by the Corporation or diverted to other public 
· undertakings with the help of Bureau of Public Enterprises. 

3.80. The Committee regret to note t&at even the utilisation of 
the dumpers in the Kiriburu Project is only of the order of 35 to 

· 49 per cent as against the 50 to 60 per cent in other countries and 
this was mainly because of lack of availability of spares and not 
very much high standard of maintenance. The Committee need 
hardly stress that schedules and norms for repairs and maintenance 

· should be fixed and advance action taken for procurement of 
spares etc. The Corpor8tion should ensure that schedules for re-
pairs and maintenance are strictly observed so that greater eftici· 

· ency in utilisation of the machines may be attained. 

H. Power Consumption 

3.81. The Project Report envisaged consumption at Rs. 0.073 per 
tonne at the rated capacity. The actual power consumption in the 
project was, however, found to be Rs. 0.67 per tonne although the 
rate remains almost the sarrie as envisaged in the Project Report. 

"This resulted in increased cost of production by Rs. 0.60 per tonne 
. approximately. 

:3.82. The Ministry furnished (May, 1970) the followi~g break-up 
of the consumption of pow~r: 

(Re.) 

Water supply . o· S2 

tC~hfng plant o' 08 
"l'owDship and others o· 01 

TOTAL 0·67 
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3.83. 'nle excess consumption of power was attributed to (i), 

change over of the working of the plant from dry basis to wet pro-
cess (U) non-provision in the Project Report of township and (iii) 
higher power rate (14 paise per K.W.) as compared with the provi--
sion made in the Project Report (10 paise per K.W.). 

3.84. As regards (i) above, it may be mentioned that even the 
Project Report envisaged wet operations of the plant in the rainly 
season lasting for about 5 to 6 months. The change over from dry 
basis to wet process during the remaining months of the year 
should not normally account for such a steep increase in the power 
consumption. The Management, however, could not indicate 
whether the power consumption attributed to water supply was· 
based on the meter reading or it represented only an ad hoc allo-
cation. 

3.85. In a note after evidence, the Corporation stated that "the 
actual power consumption per tonne of ore for the years 19l:i7-68 to.-
1971-72 was as given below: 

J967-68 

1968-69 

1969-70 

1970-71 

1971-72 

Township Plant Water 
supply 

Not Available 

0'26 0' 10 oSS 
0'23 O'II 0' So 

c' 37 0- 13 0'42 

Note:·-"Tlle break up is on an estimated bash only" 

(In Rupees) 
Others Total 

0-74 

0-77-

0'08 0' 91; 

0'23 1-07 

0' 10 I' 02 

3.86. The Corporation also stated that the allocation to the-
different categories' was done on the basis of meter reading. How-
ever, in some areas the meter reading records power supply of more 
one than one area, where allocation was made pro-rata on the' 
basis of house power installed. However, power consumption attri--
buted to water supply was most based on meter readings. 

3.87. It may be mentioned that 0.073 paise per tonne was not the' 
cost of power consumption but the cost of Power Division in the 
Maintenance Section. This could be seen from the extracts repro-
duced below from the "Breakdown of capital Investment and Opera-
tion cost of Kiriburu Project" submitted on 10th February, 1960 
by the Japan Consulting Institute. 



Repair of sub-station and powerUnes 

Repairs of motors 

,Cable repairs (Mining) 

Switchpl' repairs (Mining). 

. Cable, switchgear. repairs (Ore dressina). 

Telephone. lighting & other repairs 

.Labour 

Staft' . 
Labourers 

Sub Total 

TOTAL 

,i .•. on 2 million tonnes concentrate~ the cost is Rs. o' 073 tonne." 

RI. 

12,698 

S,291 

15.873 

I,S87 

12.699 

3,I7S 

SI,323 
94,285 

1.45,608 

Power consumption for all areas has been indicated in the 
operating expenses of individual sections. These are computed 
below:-

.Annual Cost 01 pOlJ)er as per Pro}ect Report b"ak-dorvn of op,rational CDSU: 

(i) Drilling 113050 KWH x @ o· 98 . 

(ii) Air compressing 679250 KWH x @ o' 98 

(iii) Electric Shovel 1875000 KWH x @ 0'098 
(This fi,ure has been calculated on the assumption of 3 Nos. Elec. 
Shovel 250 KWH working 10 hours a day for 250 days) 

,(iv) Admn. & Integrated expenses 60000 KWH x @ 0' 098 apenaes 

(v) Or, Drelsing: 

Rs. 

11.125 

Ca) In monsoon monthR (4 plonths 553000 KWH x o' 098 x 4-
217689 

(b) Balance 8 months 413000 KWH x o'09b-325153 

(vi) Maintenance division 15832S H x 0' 098 . 

,,(vii) Water supply 216000 KWH x o' 098 X 12 (Camp Water) 

(viii) Welfare 100000 KWH x o' 098 X 12 (HoUling Maintenance & Welfare etc.) JI,80,95 

(ix) Assaying 60000 KWH x o' 098 

Ann.wCost 12,05,109 

.Cost ofp:>Ners on 2 million tonDes capacity came to Rs. 60.025 paise. 
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3.88. The above cost of power had been calculated on the basis of: 
Rs. 0:098 per unit. The present rate is Rs. 0:14 per unit. Therefore,. 
the above figure on the basis of existing rate of 14 paise per unit 
came to 86 paise. 

3.89. The Committee pointed out that the consumption of water 
was stated to have gone up to about 10 m a/min against 8 m 3/ 
min and this could not obviously account for the nine fold increase· 
in the cost of consumption of power per tonne of ore: In a written. 
reply, the Corporation stated as under:-

" ...... the project estimate of power consumption of 86 paise· 
per unit is for wet operations for 4 months only. How-
ever, in actual working plant operations are· to be con-
ducted throughout the year requiring increased water 
supply in the other 8 months also. FUrther quantity of· 
water consumption per tonne of ore has been more than the 
project estimates and project had to instal total 10 m. 31 
min against the estimated pumping with capacity of 8 m· 
a/min. The cost of power consumption for the above is 
about 16 paise per tonne of ore, the difference· between the· 
actual cost and adjusted project report cost of 86 paise 
per tonne. 

3.90. On account of increased water consumption power cost has 
gone up only by about 16 paise per tonne of ore which has increased' 
by nearly 20 per cent over the adjusted power consumption cost ae--
cording to project estimates." 

3.91 The Committee note that Detailed Project Report envisag--
cd power consumption at Rs. 0.073 per--toftne. According to the' 
Management this rate does not represent the cost of power consump-
tion but the cost of power division in the maintenance section and' 
the cost of power consumption should be 60 paise pel" tonne. The 
Committee regret for note that such fads were not brought tOo' 
the notice of the Committee at the appropriate time. The Commit-
tee were also infonned that at the existing rate of 14 paise per unit 
of power the consumption rate should be 86 paise per unit. The-
Committee regret to note that the actual cos.t of power consumptiGll 
per tonne of ore daring the years 1969-70, 1970-7t Rnd 1971-'7Z wall 
much in excess over the revised' rate of 86 paiSe per mlit. 
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The Committee note that the quantity of water conslIDlption has 
inneased from 8 cubic metre per minute to 18 cUbic metre per mi • 
.tute, '. 'I'he Committee were inf~rmed that project' estimate envlaar-
ed wet operations only for 4 months while in aetual' pndice wet 
operations Bore to be conducted throughOut the year, 

3,92, The Committee, however, are not quite convioced that such 
excess consumption of water alone should account for the increased 
cost of power consumptiolL The Committee recommend that the 
Management should carefully analyse the causes for such excess 
consumption of power and the Management should take steps to in-
stal power meters to control and have accUl'ate readings for power 
consumption to identify the causes of excess consumption of power 
and take Suitable remedial measures. 

I, Cost Analysis and Profitability 

3,93, The table below gives the F,O,B,T, cost of Kiriburu iron 
ore for pre-devaluation period and for the years from 1957-68 to 
1971-72:- . 

JaT'~n Pre- 1967- , 1968- 1969- 1970- 1971-
Consul- deva- 68 69 70 71 72 
ting luation 
Insti- period 
tute 
Rt'port 

Rs, Rs. Rs, Rs, Rs, Ra. Re. 

2 3 4 5 6 7 8 

F,O.R. COST 10'44 14. 86 16'90 15'22 15'75 16·80 24'98 

Railway freight 21 '20 23'00 28'00 28'00 3200 32'00 

Port charges, 8'00 9'00 9'00 9'00 9'00 9'00 

Export duty 10'50 8'00 6'00 6'00 6'00 

Incidcl"ul charges 1'50 1'50 1'75 0'55 0'69 0'37 
MMTC Commission y'oo 1'00 0'75 0'75 0'75 0'75 

31 '70 45'00 47'50 60'05 65'24 73'10 

F,O.B.T. COSt 10'44 46'56 69'90 62'72 60'05 65'24 73'10 

Sales realisation 36'70 36' 16 56 '94 56 '94 57'69 57'32 ~7'29 

Loss 10'40 4'96 5'78 2'36 7'92 IS'Sr 
---. ---"'~' ... _"'.""- .-- ... -._ .. _. .......... - .. - ... ------ --



46 

3.94. Prior to de,valuation the estimated loss per tonne of iron ore 
was Rs. 10.40. Consequent on devaluation the sales realisation went 
up by B.s. 21:16 per tonne as on 1970-71 and Rs. 21:13 in 1971-72. 

:!Major part of the increased sales realisation was, however, wiped 
,out by increase in Railway freight, port charges and imposition of 
I(!xport""duty as detailed below:-
Increase in Railway freight 

Jncrease in port charges 

Imposition of export duty. 

TOTAL . Rs. 

Rs. 10' 80 per tonne 

Rs. 1'00 per tonne! 

Rs. 6'00 per tonne . 

17'80 per tonne 

3.95. On account of increased incidence of depreciation and mining 
cost (after adjusting the reduction in interest charges and royalty) 

,the benefit from sales realisation was further extinguished,by Rs. 0:36 
per tonne, leading to a loss of Rs. 5:78 per tonne in 1968-69~ The loss 
during 1970-71 and 1971-72 was Rs. 7.92 and 15.81 per tonne respec-
tively. 

(b) F,O,R, Cost 

3.96, The table below gives the comparative cost of production per 
tonne as contemplated in the Japan Consulting Institute Report 1959, 
,and as incurred during 1967-68 to 1971-72:-

A. Operating Cost 

I. Geology 
2. Mining. 
3. Ore .Dressing and 

Stock-pile 

Japan As per 
Consul- eati-
ting mate 
Insti- during 
tute pre-
Report devalu-
19S9 at tion 
a pro- period, 
duction 
level of 
20 lakh 
tonl'\Cs. 

2 3 
Rs, Rs. 

Not 
avai-
lable 

0'03 
2' IS 

0'96 --
3' 14 --

1967-68 1968-69 1969- 1970- 197 1 -
At per at per 70 71 72 
pro- pro-
duction duct-
level iol'\ 
of level 
17' IS of 
tonnes 17'21 

lakh 
tonnes. 

4 S 6 7 8 

Rs. Rs. Rs. Rs. Rs. 
Details 

I'\ot 
available 

-- -- -- -- --
4'95 4'6S S'IS 6'20 8'44 -- - -- -- ---
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1 2 3 4 S 6 7 8 

'S, StTfJices 

I, Workshop O'IS Not available 

2, Water supply, 0'18 

. 3, Transport and Store 
handling 0' I:z 

0'45 1'91 2'00 2' IS 2'33 3'64 

"C, G,neral Owrhead 

Township and Gen-
eral Administration, 1'90 Not 1'22 1'75 2'33 2'7S 5'01 

available 

Mining Cost 
(A-f-B+C) 5'49 7'34 g'08 8'40 9'66 11'29 17'09 

:.D, Depreciation 2'87 3'65 4'55 4'60 4'23 3'9S S'89 
.E, External PaYment 

interest Charges 2'08 2'12 2'59 0'59 0'34 0'01 0'46 

. F, Royalty and Cess 1'75 1 '68 1'63 1'52 1'56 I'S4 

10'44 14'86 16'90 15'22 IS'7S 16'80 24' 98 

3,97, The C08t as per JCI DPR was Rs, 10'44 per tonne, This cost 
·did not include royalty and cess, social overheads and share of Head 
. Oftlce expenses, The increase from DPR provision to the cost of 
oRa, 16:80 per tonne in 1970-71 consists of the following variations:-

(i) Increase in capita!inveatmenr of the The element of depreciarioQ and 
Project and chanF in the method interest durin, 1970-71 ia not 
for depreciation • leading to more than the interest and de pre-
higher inciden~ of depreciation, ciation liven in DPR as loan 

portion has been repaid prllctical-
ly in full, 

(R., per 
tonne) 

'(ij) Chanl~ ov.:r ofthe plant from dry 
basis to w!t process and increase 
in power rate, resu!dn, in hi,her 
cOlwlmption of water consequ-
er.tly the power, 

power consumption for wet pro-
celS for all 12 months a,ainlt 
dry basia provided in DPR auhe 

same rate as given in DPR., 

Increase due to change in power 
r.te !rom 0 '098 t:) 0' 14, 

0'06 



(iii) Provision of townlhipnot envisaged Social overheads and township 
in the J.C.I. Report . e'q:enditlU'e 0'490> 

(iv) Increase in staff over that env;~ag;!d Against DPR, provision of 750, 
in the J.C.I. Report . strength In 1970-71 was I6IS 

and at wage rate provided in 
DPR, the increase will be I • 34. 

(v) Successive increase in wag!s and Increase in wage rate, escalation, 
D.A. and increase in prices of D.A. etc.. . . . 1.69. 
stores, spares, etc. 

(vi) Share of Head Office expenses 

(vii) Cess and Royalty 

TOTAL 

3.98. In this connection, the Corporation had stated in a writtell_ 
reply as under:-

"The JCI Report had provided for depreciation on the basis of 
capital investment as. 8'33 crores but the actual invest-
ment became R3. 12:38 crores. Moreover, the JCI adopted 
the Sinking fund method for depreciation provisions where- . 

as this is done on straight-line method. The increase in 
the depreciation is accounted for by these factors. 

The JCI Report took into account a provision of water supply-
for the working of the plant on dry basis but change over' 
to the wet process increased and consumption of water 
and consequently the power. Besides, the power rate has 
gone up fromRs. 0:10 per KW to Rs. 0:14 per KW. These· 

factors contributed to the increaSe per tonne of Rs. 0:60. 
The JCt Report did not envisage any township and the 
provision o~ these facilities has caused an increase of ·an-· 
other Rs. 0'30. The increase in the staft' fr!lIDo the uriginal 
strength of 750 accounts for another increase of Rs. 0'70. 
The balance of Rs. 1'73 per tonne is due to the successive-
increase in wages, D.A., escalation in the p!"ices of stores, 
spares, etc., particularly in the case of importee! items as 
a result of rupee devaluation." 
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3.89. Asked about the reasons for the abnormld increase in cost 
of production at Rs. 24.98 per tonne in 1971-72 which was almost dou-
ble the rate envisaged in the Japan Consulting Institute Reports in 
a note· after evidence, the Department of Mines have stated that:-

"Government is keeping a close and continuous watch over the· 
cost of production in the NMDC's iron ore mines. They 
have also been issuing necessary instructions to the Cor-
portion to practise utmost economy and keep control over· 
the cost. There are, however, certain factors which are 
beyond the control of the Corporation which will have a 
direct bearing on the cost of production. These tre:-

(a) Changes in the levels of production from time to time de-. 
pending upon the export and/or domelltic commitments: 

(b) The deficiencies/omissions in the cost of production of' 
Rs. 10.44 per tonne worked out by the JCI. These defici-
encies related to items such as royalty and cess and inade-
quate provision for water and power supply etc.; and 

(c) Increase in the Wage Bill and increase in the cost of pro-
curement of spares and stores, both imported and indige-
nous. 

The production level in 1971-72 at Kiriburu had' to be restrict-. 
ed to the low level of one million tonnes against the rated 
capacity provided in the JCI report keeping in view the 
lower export commitment for the year. This has resulted 
in a corresponding increase in the cost of production to 
Rs. 21.36 per tonne in the year 1971-72." 

3.100. The Corporation further added that the plant had to he 
shut down for carrying ou~ modification and expansion necessitated' 
for arranging supplies to Bokaro. 

3.101. It is seen that no value has been assigned to the lines gene-
rated. At the rate of B.s. 11.28 per tonne offered by the Bokaro Steel 
Limited (yet to be accepted by the Corporation) the approximate 
value of annual generation of fines at the rated capacity (13 Iakh 
tonnes) worked out to Rs. 146:64 lakhs. 

3.102. The Committee find that against the FOBT cost of Kiriburu· 
iron ore at as. 10." per tonne and selling price of Rs. 38.70 envisag-
ed in the Japanese COIlSulting Institute Report, the FOBT east has 
increased from as. 61:.90 in 1967~ to B.s. 73·tO in 1971-72 and corres-
pondingly the selling price also increased from as. 51". in 1967-6!t 
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"to as. 57:29 in 1971-72. The Committee regret to note that the loss 
per tonne has, thus increased from Rs. 4'96 per tonne in 1967·68 to 
Rs. 15.8 per tonne in 1971·72. The Committee, however, find that 

: among ~ther reasons the increase in cost during 1971·72 was due to 
low level of production increase in wage bill and increase in cost of 
procurement of stores, spares etc. The Committee need hardly stress 
that the Corporation should endeavour to bring down the mining 

, cost by attaining the rated capacity of production with the maximum 
. efficiency of labour. 

3.103. The Committee also note that so far no value has been allot-
ted to the fines generated and which are transferred to Hokaro Steel 
Plant. The Committee strongly urge that Corporation/Govemment 
sh~nld expedite the settlement of the price of fines which wiU have 

;:8 bearing on the cost of production of iron ore. 



IV 
KIRIBURU MODIFICATION AND EXPANSION SCHEME 

A. Objectives 

4.1. In view of the long railway lead having adverse effect on the' 
profitability of ore, from the Kiriburu mine for expo~t purposes, it 
had been decided by the Government to divert Kiriburu ore to 
Bokaro so that the amount of loss should be reducedlavoided. It was, 
therefore, intended that the mine would meet the entire require-
ments of the Bokaro Steel Plant and to some extent requirements of 
the Rourkela Steel Plant. The requirements of the Bokaro Steel 
Plant are as follows:-

Lump Ore: 
(-40 mm .L JO mm) 
as against (-200mm-f 12'somm) 
J • 26 million tonnes per annum required by the Japanese. 
Fines 
(- 10 mm + 100 mesh). 2'94 million tonnes per 

annum. 

4.2. As the specifications of ore and fines required 'by Bakaro Steel', 
Plant were entirely different from the present range of production, 
the Corporation prepared a Detailed Project Report for modification 
and expansion of the Project in December, 1965. 

B. Project Estimates 

4.3. The scheme envisaged a capital outlay of Rs. 11.54 crores with 
foreign exchange component of Rs. 2.88 crores. At the instance of 
Government, the Report was ~ade up._date and a revised Detailed 
Project Report was prepared in September, 1968; this was sent to 
the Government in November, 1968 for approval. The capital outlay, 
according to this Report, was expected to be Rs. 11.80 crores with a' 
foreign exchange component of Rs. 1:56 crores. 

Government desired that the order for all the plant and machinery 
should be placed with the Heavy Engineering Corporation 
Limited. 

4.4. Explaining the reasons for delay in giving the approval by 
Government to the project estimates, the Department of Mines in 

51 _._, ~, 



S2 
:a note after evidence stated that "the Project Report on the expan-
sion of Kiriburu Mine was received from N.M.D.C. in April, 1966. 
This Report did not contain the economics and profitability of the 
Project particularly with reference to sale price. Further, it was 
felt that Crushing and Screening Plant could be had indigenously 
from HEC and N.M.D.C. should entrust the complete work to them. 
The Department of Steel were also requested to indicate the revis-

·ed time scheduled of Bokaro and specifications of the ore. In the 
meantime, the Project Report was also referred to the Ministry of 
Finance for their preliminary scrutiny. That Ministry also ~ked 
for clarifications on a number of points. The sorting out of all 
the issues by the N.M.D.C. with HEe, Bokaro Steel etc. took more 
than two years and revised Project Report containing detailed in-
formation on all the points was finally received in the Ministry 
on 17th November, 1968. The Revised Cost Estimates were referred 
to the Finance Ministry on 30th November. 1968. The Ministry of 
Finance, Department of Steel etc. wanted further clarifications and 
information from the N .M.D.C. 

'The cost estimates were further discussed at inter-Ministerial 
meetings held in the Ministry in May and June, 1969. The Mini-
stry of Finance finally concurred in the Cost Estimates on 13th 
August, 1969 and the formal sanction of the Cost Estimates was 
accorded on 28th August, 1969. It will thus be observed from the 
above that the revised Project Report containing aU the informa.tion 
required for taking investment decision by the Government was 
received in November, 1968 and the Cost Estimates were finally 

. sanctioned in August, 1969 (in about 9 months). As the project 
'cost was over Rs. 11 crores, and as it involved examination of 

several complex, technical .and economic factors and a.s it also in-
volved consultation with various agencies of the Government and 
further as it was the first large scale mechanised iron ore mine 
taken up by the NMDC, it took sometime for the Government to 

. examine the report and take an investment decision. 

4.5. The Kiriburu Mine as originally developed was expected to 
produce 3.3 million tonnes of ROM out of which 2 million tonnes 
was to be lump ore and the balance as fines. The mine would 
handle 5 million tonnes of Run-of"'Mine and produce 1.75 to 2.00 
million tonnes of lump and 2.25 to 2.50 million tonnes of saleable 
"fines per annum. It would be having a surplus of 0.5 million tonaes 
of lump are over the requirements of Bokaro Steel Plant, which 
was proposed to be diverted to Rourkela Steel Plant. There weuld 
also be:a deficit of 0.44 million tonnes of fines for Bokaro Steel Plant 
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which was proposed to be met by reclaiming fines from the existing 
stock pile of fines. 

4.6. Asked whether despite the increase in the quantity of ROM 
due to change in the specification of Ore and fines, the reduced 
quantity of lump ore 'would meet the entire requirements of Bowo 
Steel Plant, the Department of Mines in a note after evidence ex-
plained that "5m. tonnes of ROM under Kiriburu Modification a~d 
Expansion Scheme will prQduce salea,tlle products of about 4m. 
to{,nes per annum. While Bokaro will take ,all their 4 million 
tonnes it has recently revised its requirements of IUlllP and fines 
to about 1 m. tonnes of lump and 3 m. tonnes of fines per anllum for 

·the ingot of capacity of 2.5m. tonnes. Suitable fourth-stage 
crushing facilities have been provided to ensure the availability of 
lump and fines in this proportion for Bokaro Steel Plant. 

All avaHable fines from Kiriburu Modification and Expansion 
Scheme will be taken by Bokaro Steel Plant." 

4.7. In a written note subsequently furnished to the Committee, 
the Department of Mines stated regarding economics of the Project 
due to diversion of the ore to Bokaro Steel Plant "that size of the 
ore reqUired by Bokaro is different from what was being exported 
to Japan. Steel making practice has undergone a change during the 
yea,rs since the contract was signed with Japan in 1958, and what 
steel plants now require is much smaller size of ore. This is true 
of subsequent contracts with Japan also. It is for that reasons that 

"'the mine has to be modified and expanded to meet Bokaro's require-
ment of smaller size of ore. While undertaking the modification 
and expansion of mine, production at the mine has necessarily to 
be curtaHed, but, ultimately, the economics of the project is expect-

oed to improve after the expansion and modification of the mine has 
been completed and full supplies to Bokaro commence from Nov-
ember, 1974". 

C. Plant and Machinery 

4.8. As .already stated the Government had also desired that the 
order for all plant and machinery should be placed with the Heavy 
Engineering Corporation Ltd. The letter of intent for purchasing 
'the plant and Machinery was placed with the Heavy Engineering 
'Corporation Ltd. in April, 1969 and an advance payment of as. 20 
lakhs, being 20 pel' cent of the total cost, was also made to them on 
5th August, 1969. 
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4.9. In a note after evidence, the Department of Mines stated~ 

that Heavy Engineering Corporation Ltd. had been changing their" 
delivery schedules of plant and machinery from time to time 
as would be evident from the Statement (Appendix I). The critical 
item in the completion of the project was the supply of equipment 
from HEC particularly the wagon loader which was being procured 
by HEC from Demag of West Germany. Constant liaison was be-
inff maintained with HEC to ensure compliance with the revised, 
delivery schedule. 

4.10. The Department of Mines have further intimated that the 
delivery of Mobile equipment delivery HEC ex-works, was expected 
to be made in February IMarch, 1973. 

4.11. It was also stated th'lt formerly, the Management esti-
mated 30 months' time to complete the Project from the date of sanc-
tion i.e. by February, 1972. Subsequently with the assumption that 
mobile equipment ordered on HEC would be available in time i.e.," 
by the end of January, 1973, the targ~t for ~~:nmissioning of line 
'A' of the project by the end of April, 1973 and the entire project 
was expected to be finally completed by the end of November, 1973. 

4.12. However, from the Annual Report of the Corporation for 
1971-72, the Committee found that there had been some further 
delay of about four months in the delivery of the crusher and mobile' 
equipment. In addition, a set-back in the tempo of civil construc-
tion due to the strike in the cement factories throughout India has 
affected progress. The net result had been that one line of the 
plant was expected to be completed by September, 1973 and the 
entire pla.nt by January, 1974. 

4.13. The Corporation attempted a cost analysis in July, 1969; the' 
selling price of ore to Bokaro Steel Limited as worked out therefnv 
was as follows:-

\ 

Lump Ore per tonne Rs. 18.10. 
Fines per tenne Rs. 16.44 

4.14. The Bokaro Steel Limited, however, conducted a scrutiny of 
these items in August, 1969 and wor~ed out their purchase price as. 
follows:-

Lump Ore per tonne 
Fines per tonne 

Rs. 12.94. 
Rs. 11.28. 

4.15. It may be stated that the Corporation included a return of 
12t per cent. on gross capital whereas Bokaro Steel Limited allowed; 
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3 return of 8 per cent only. Similary, the Corporation adopted the 
straight line method of depreciation' whereas the Bnkaro . Steel 
Limited allowed the income-tax rate of depreciation. In the absence 
of any settlement of price with Bokaro Steel Limited, the case has 
been referred to Bureau of Public Enterprises in 12/69. 

4.16. The Corporation sta.ted in a written reply that the decision 
of the Bureau of Public Enterprises with regard to the method of 
depreciation to be adopted and the rate of return on the investment 
was still awaited, and so far no final settlement of the selling price 
of iron ore-Lump' and fines had been reached with BSL. 

4.17. The Ministry also stated in a written reply that the need 
for early settlement of the price ha.d been brought to the notice of 
the two Corporations by the Department of Mines and the issue was 
still under negotiation between the Chairmen of N.M.D.C. and 
Bokaro Steel Ltd. The National Mineral Development Corporation 
conceded that the profitability of the scheme would depend upon the 
fixation of the selling price to Bokaro. The economics of the project 
would also depend on the commercial utilisation of fines. 

4.18. The Committee find that the Government of India decided 
to divert the Kiriburu Ore to Bokaro Steel Plant in view of the long 
Railway lead having adverse effect on the profitability of ore of 
Klriburu Mine. As the Specifications of ore and fines required by 
the Bokaro were different from those produced by the Kiriburu Pro-
ject, the Committee find that a Detailed Project Report for Modifica-
tion and Expansion of the Project was prepared in December, 1965 
and after some modifications and revision, sent to Govemment .In 
November, 1968 for approval. 

The Committee are greatly concerned to note that even after the 
decision was taken in 1965 that the production in Klrlburu should be 
modified so as to meet the requirements of the Bokaro Steel Plant 
and Rour"ela Steel Plant. the process of investigation, preparation of 
detailed project reports and sanction took nearly three years from 
1965 to 1968. The Committee feel that such investigations should 
be carried out with a sense of urgency and in complete coordination 
with the agencies concerned so as to avoid unnecessary back referen-
ces. 

4.19. The Committee are greatly concerned to find thanhe ratio of 
lump to fine has been stated to be varying from 44:56 to 55:45. The 
Committee need hardly point out that in such a vital matter there 
should be precision and certalnty for it affects the entln pattern of 
nr ... ductlon, the type of equipment required etc. The Committee hope 
298 LS-5. 
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that tbe matter has at least now been Battled leavinl no room for 
do~bt. The Committee need hardly point out that the ratio of lump 
to· fine should be such as would ensure the belt utilisation of the iron 
ore resources of this mine consistent with the technological require-
ments of Bokaro and other steel plants. 

4.20. The Committee are greatly concerned to note that NMDC 
which is already running in losses does not know the final financial 
implications of the modifications scheme as there is a ditlerence in tbe 
sale price claimed by NMDC and the price which Bokaro Steel Plant 
are prepared to pay. The ditlerence has arisen chiefly on account of 
the method of calculating depredation and l'eturn on equity capital 
investment. The Committee are sU'l'prised that though the matter 
was referred to the GovernmentlBureau of Public Enterprises in 
December 1969 even after a lapse of more than three years no final 
decision has been given in the matter. The Committee consider that 
the matter sbould be settled without further delay so that a clear 
picture emerges. The Committee have no doubt that in settling the 
price, it would be ensured that it is equitable and fair to both the 
NMDC and Bokaro Steel Plant bofh of which are in public sector and 
under the same Ministry. 

4.21. The Committee note that according to the original !'ichedule 
the Kiriburu Modification and Expansion Project was to be completed 
by the February, 1912 and with this objective orders for plant and 
machinery were placed with the Heavy Engineering Corporation Ltd. 
The Committee, however, find that BEC has been changing its deli-
very schedules from time to time and according'lo the latest schedule 
even the critical items necessary for the completion of the project are 
expected to be delivered some time in March, 1973. As the delay in 
supply of· the plant and machinery by BEC has put off the schedule 
of commissioning of the Kiriburu Modification and Expansion Plant, 
the project was expected to be completed in November, 1973. The 
Committee, however, find from the Annual Report for 1971-72 that 
tbere had been further delay of about four months in the delivery of 
crusher and mobile equipment and the completion of the project 
would be further delayed till January, 1974. 

4.22. The Committee are not at all happy with the frequent 
changes in the B.E.C.'s schedules of delivery of the plant and machi-
nery which had upset the completion of tbe project and commission-
ing of tbe plant. The Committee would like that the Department 
01 Mines to take up the matter with the Ministry of Heavy Industry. 
investiaate tbe reasens for delay and take appropriate action to en-
sure that at least the latest schedules of delivery are firmly adhered 
to. 
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D. Beneficiation Plaat 

4.23. The Project Report also envisaged a beneficiation plant at a 
cost of Rs. 92.40 lakhs which was deferred for the time being. 

4.24. Asked about the reasons for the deferment of beneficiation 
plant, the Corporation stated that it was originally proposed in the 
D.P.R. to beneficiate a fraction of the plant fines and the fines from 
the stockpile. With analysis of additional metallurgical testing and 
gE!ological date, it was found possible to produce fines from the 
main plant to Bokaro's specifications by proper grade control and 
elimination of high alumina material at the mine face itself. How-
ever, the scheme for beneficiation of stockpile fines was being imple-
mented. 

4.25. It was further stated thai the scheme was approved by the 
Board in August, 1972 and the plant was expected to be 
commissioned by November, 1974. After completion of the plant the 
beneficiated fines would be supplied to Bokaro Steel Plant. 

4.26. The Committee regret to note that the proposal for installa-
tion of a Beneficiation Plant was initially deferred by the Manage-
ment although this was envisaged in the Project Report some time 
in August, 1969. The Committee also note that the Board of Cor .. 
poration had approved the scheme in AugVst, 1972 and the plant is 
expected to be commissioned by November, 1974. The Committee re-
gret to observe that the deferment of the decision initially and takm, 
a decision after 3 years has not only delayed disposal of floes to 
Bokaro Steel Piant but would affect ultimately the capital expendi-
ture of the project. 

The Committee strongly urge that at least now the Corporation 
should take suitable steps to ensure that the target date, i.e. 
November, 1974, for the commis~ioniDI of the Plant i. adhered to. 
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BAILADILA PROJECT-DEPOSIT NO. 14 

. A. Capital Expenditure Decision for Deposit No. 14 

5.1. The agreement with the Japan Steel Mills dated 19th March,. 
1958 envisaged that for meeting Japan's growing requirements, India 
would develop kon Ore Mines in Bailadila and Sukinada areas. An 
Iron Ore Negotiating Committee visited Japan in March, 1960 and 
concluded an agreement for the supply of 4 Million tonnes of sized 
ore per annum to Japan commencing from the end of 1966 for a period 
of 15 years in the first instance. . The Japan Steel Mills agreed to 
provide financial assistance to the extent of $21 millions to mE'et the 
fOl'eign exchange cost for the import of plant and machinery 
require for the mine and the railway portion of the Bailadila-
Visakhapatnam Project. 

5.2. This Project was then assigned to the National Mineral 
Development Corporation Limited in the year 1961 for development 
aud exploitation. The Project Report was prepared in April, 1964 
by the Company on the basis of the prospecting data furnished by the 
Indian Bureau of Mines. As per the original Project Report, the pro-
ject estimates was for Rs. 1583 lakhs. But the Government approv-
ed the estimate of Rs. 1,575.11 lakhs only. The estimates were sub-
st;mtially revised during the course of construction of the Project due 
to certain inadequacies in the earlier estimates of the cost of plant 
and machinery, civil works, etc. The capital estimates were revised 
in December, 1968 and approved by the Board of Directors for 
Rg~ 2.520.82 lakhs. The main reasons for the increase as given by the 
Management are (1) Devaluation of Rupee-Rs. 305 lakhs, (U) Cus-
toms Duty-Rs. 167.03 lakhs and (iii) Inadequate provisionslchange 
in specifications-Rs. 473.68 lakhs. The approval of the Government 
hus not, however, so far been received (April, 1970). A Committee 
of Directors was also appointed in December, 1968 to examine the 
various aspects of the increase over the original estimated cost and 
the extent to which ori(.!inal estimates contained in the Project Re-
port could be considered defective. 

5.a. The Committee submitted its report in December. 1969 which, 
after approval by the Board of Directors, was forwarded to Govern-
ment on 2nd January, 1970. 
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5.4. The Committee of Directors were not, however, fully satisfied 

with the following increase in the Project estimates:-

(a) Increase on account of increase in the number of equip. 
ment, changes in specifications and price escalation Rs. 
123.48 'lakhs. 

The Committee desired that the Management should look into the 
following points:-

(1) Whether there has been over designing of capacity by the 
acquistion of a larger number of equipment than originally 
planned; 

(2) Whether additional purchases have been made with the 
approval of the competent authority; 

(3) Whether the changes in the specifications have been made 
after examination of all the technical factors by appropriate 
technical authority; 

(4) What is the increase in cost due to each of the above 
factors. 

(b) Changed soil conditions of the tunnel-Rs. 28.75 lakhs. 

5.5. The Committee was not fully satisfied about the justification 
for such an increase in expenditure and recommended that the case 
should be reviewed further thoroughly including ftxation of persona) 
responsibility which was stated to be under consideration of the 
N.M.D.C. and the Department of Mines and Metals. 

5.6. Asked about the reasons for the delay in the sanction of the 
Revised Estimates, the Corporation stated that after the original 
estimates were sanctioned by Government in December, 1964. NMDC 
had advised Government in July, 1966 that as a result of tl1e devalua-
tion of the rupee w.e.f. 6th June, 1966, the CaP.ital cost would be 
increased from Rs. 1575 lakhs to Rs. 1895 lakhs. Though the need for 
revision of· the estimate on account of other factors had b~n. felt 
much eariier it was only in January; 1967 that the Project prepared 
a revised figure of capital cost of the order of Rs. 2593 lakhs. As the 
revised estimate sent by the Project was an incomplete exercise,. the 
matter remained under correspondence for a long time. The final 
revised estimate for Rs. 2521 lakhs gross (Rs. 2462 lakhs not) was 
compiled by the Corporation and submitted to Government on 
25-11-1968. 

5.7. The Board of Directors approved the revised capital e!ltimate 
of RI. 25.21 crores which had already been submitted to Government 
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:88 ~the iincurring of expenditure of this Olelei:' had. become a fait ~
'-cornU. The Board also constituted a Committee of its Directms to 
Le¥amine.tb,e v~ious ~pects of the increase over the or~&inal estimat-
ed cost; the extent to which the original estim.ate as contained in 
the _ project report could be considered as beiJ:!.8 tt.fective. the extent 

lto .which the increase was reQsonable, and other connected aspects. 

5.8. The Committee of Directors submitted its report in October, 
'1969; it was approved by the Board of Directors in December, 1969 
:.and a copy of that report was submitted by NMDC to Govermment 
in January, 1970. 

In may, 1970, the Board of Directors has directed the Financial 
.Adviser of the Bailadila Project to investigate the, incrYBe of 
Rs. 123.47 lakhs under the head 'Plant and Machinery' as recom-
mended by the Committee of Directors. The investigation Report 

(of the Financial Adviser was submitted by the Corporation to its 
,Bond" of Directors in August, 1970 and approved by the Board 
:an1:l:>a copy of the report sent to Government in SeptElmber, 1970. 

-'S:B. In the meanwhile, the revised estimates were being examin-
ed in the Department of Mipes in consultation with tpe Ministry 
of "Finance and in early in S~,Pteml:ler, 1970, the N.M.D.C. were 
req\lBBted to f1.ll'nish certain clarifications asked for by the Minister 
'of 'Finance. While furnishing' the replies to the points raised by 
'the Ministry of Finance in ~arch. 1971, the Corporation ipdicated 
'that 't"he capital estimate would have to be further revised to 
lts. "27.'75 crores taking into account the cost of add,itional equip-
'ment recommended by the Technical Committee appointed by it. 
'Subsequently, the capital estimate was further revised by the Cor-
'poration taking into account the full effect of the various recom-
'mendations made by the Technical Committee and, ip September, 
1'971, the Board -of Directors approved of a re-revised capital esti-
mate amounting to Rs. 29.70 crores which represented the precise 
lind final capital estimate of the Project was submitted by tbe Cor-
poration to the Government in November, 1971. In the course of 
-examination by Government, further information was sought by 
Government in regard to- (a) economics of, the project b~d on 
the various revised capital estimates, - information on which was 
Teceived from the Corporation in March, 1972; and (b) foreign 
exchange component of the project estimates prepared by the Cor-
pora.tlon in 1968 and 1971, the details of which were f~nished to 
Government in July, 1972. The revised estimates were still under 
the ex~mination of the Ministry in consultation with the Ministry 
of Finance. 
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5.10. In this connection, the Corporation have stated in a note 
after 'evidenCe that:-

"As rec;~~n~ by th~ Commit~ of, Dir~tors.. the Board 
of Directors di~ected in May, 1970 that the FinaQ<:ial 
~~yiser of the':pr~~~t ~O\ild inye~tigatE? in 4etail the 
increase of Rs. 123.471akhs in th~ ~xpenditure under 
'Plant and Machinery' as per guidelines indicated" ·by 
the Committee of Directors and to submit a report. The 
Investigation Report of the Financial Adviser was sub-
mitted to the Board of Directors in August, 1970. The 
Board accorded its approval to the reg\Jlarisation of the 
excess amount of Rs. 123.47 lakhs under 'Plant and 
Machinery' and directed that a reference may be made 
to Government for approval of the Project's revised 
estimate, The Investigation Report was sent to Govern-
ment in September, 1970." 

5.11. During evidence, the Committee enquired about the results 
of the investigations made by the Financial Adviser of the Project. 
The official representative of the Corporation stated as follows:-

"The Committee of Directors asked the Financial Adviser to 
go into the reasons. He saic:l that according to his a .. ess-
ment, the expenditure was justified and no perlonal res-
ponsibility was involved. This report was ftnallyap-
proved. by. the Board of Directol'$.". 

5.12. The Department of Mines in a written reply furnished the 
following specific causes for increase of Rs. 123.47 lakh. under 
'Plant and Maerunery':-

(i) Increase in the in'~~d charges on ma.chinery, amounting 
tQ Rs. ~6:23 lakhs f 

(it) Purchase of machinery not provic~ed for in the original 
RJ:Qj~t. reP9l',t but procur.6ld as ~r ~ct~al reqt.Urements, 
ap\oUDting to Ra. 10~ l~khsj 

(iii) Incr~se in prices, increase in number of machines and 
changes in specifications of certain items of machines,. 
amol1nt to B.s. 76.91 lakhs. 

These parti~ aspects we~e also still under examination by 
Government ill the ~ontext of the overall revised estimates of the 
Project. The investigation report of the Financial Adviser of the 
Projectj the Report of the Directors and the decision of'the Board 
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thereon together with the revised estimates were aU .. under con-
sideration by the Government. 

5.13. In regard to. It~ of work not provided for in the D.P.R. 
and which were undertaken by the Corporation dUring the course 
of conStruction of the Bailadila Projeci,the Department of Mines 
stated that the following items were und~rtaken by the Corpora-
tion:-

(Rs I' 
lakhs) 

(I) Gravity main from Bacheli to Kirindul (for water supply). 21 '48 

(2) Diesel Loco shed . 3' 50 

(3) Securityarra,g:men.ts in plant buildings I' SO-

(4) T ~m;)Jrary acco.n nojation tak!n oy.:r fcom Mis. Hin:lustan C()n-
struction Co. 1'18 

(5) Dividing line for main road. 0'41 

5.14. In respect of the gravity main from Bacheli to Kirindul; 
referred to at item No. (1) above, at the meeting of the Expendi-
tureFinance Committee which cleared the capital estimate for the 

.. BaUadila Project amounting to' Rs. 15.75 crores,· the then Chairman, 
NDMC had pointed out the need for an additional contingent ex-
penditure of Rs. 25 lakhs for augmentation of the water supply in 

. clilse . the source proposed to be tapped turned out to be inadequate 
for meeting the full ' water requirements for the project. It even-
tually turned out that gravity main had to be laid from Bacheli to 

. Kirlndul as had been anticipated, involving an expenditure of 
Rs. 21.48 lakhs, with the result that this item of work had to be taken 
up although not originally provided tor in the DPR. The other four 
items 'of work costing Rs; 6.59 lakhs be<:ame necessary for the inte-
'grated completion of the project which was designed to fulfil the 
international commitment for the export of ore and these items were 
accordingly. taken in hand during the progress of the construction 
'work, although not' specifically provided for in the DPR. 

5.15. In regard to the issue as to whether there had been over-desi-
,gningof the capacity by the acquisition of the large number of 
~uipment than originally planned, recent studies including that 
t?f a high powered Technical* Committee had ftvealed that in order 

, .! 

• .. -A "Nchnical Committee ~ BaiiAdil. I)epoait Ne. 14 was setJlP in June. If10 to go 
Into the Question of development or minlg benc"es, .v.iJabiHty an1 ulilisatIon of the 
existing mining equipment and ajdition necessary ror the project. 
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to go into the rated capacity of 4 million tonnes or sized ore per 
ann~m, acquisition of the additional machinery was necessary . for 
the Project. The purchase of additional equipment recommended 
by the Technical Committee had been approved by the Board of 
D~recton; and san~tion had also been received from the Govern-
ment for certain additional equipment recommended by the Tech-
nical Committee. 

5.16. As regards the extra expenditure of Rs. 28.75 lakhs on 
"charged soil condition of the tunnel" the review about additional 
eXpenditure in the driving of tunnt!l at Dep. 14 was conducted by 
the Financial Adviser of the Project. The original estimates was 
prepared on the basis of a rough assumption as regards strata to 
be met based on study of surface soil conditions. No underground 
survey with core drilling was carried out due to lack of facilities 
availible at that time. Further more, since the alignment of the 
tunnel had to be fixed with reference to the location of the various 
plants, an elaborate survey would have only added to the cost of 
estimation because the actual expenditure to be incurred would 
have remained the same whether the survey was conducted by 
core drilling or the estimate was based on the surface conditions. 
The soil conditions also proved to be too treacherous and unpre-
dictable. 

B. Imbalance in the DesiguiDg of the Mine 

5.17. Mis. Kobe Steel Works Limited, Japan were nominated as 
the Central Supply Agency in March, 1965 for arranging and finan· 
cing the plants, equipment and material out .of the financial assis-
tance of $21 millions provided by the Steel Mills of Japan. An 
order for the supply of plant and equipment for the crushing 
screening, stacking and wagon-loading arrangements was placed 
with the same company in October, 1965. A supervision Agreement 
~as also concluded with them in October, 1965 for the supervision 
'of erection and testruJ7· I)f each individual equipment. A Commit-
tee was appointed by the Management to look into the designing 
of the mine. The Committee held the view in May, 1968 that there 
were 2 lines of crushers while even a single line of crusher was in 
a position to treat enough ore to produce 4 million tonnes of sized 
ore per annum. According to the Committee, the second line of 
crusher. was an expensive stand-by. It was, however, held by the 
Chief of Iron Ore in July. 1968 that the mine and plant taken to-
gethercould be deemed· to have excess capacity in certain sections 

. -'. and 'deficit capacity in certain others. The crushing, conveying 
and loading sections could handle 6 million tonnes of Run-of-Mine 



(as a~inst the capacity of 5.5 million tonn~s provid~d in. the Pro-
ject Report), the Mine and SCNening~tions were vulnerable 
~int:with a capacity below that envisagE:d in the Project Report. 
This view was act!eptedby the Corporation. This lntbalanee in 
~~~gning' of the ~ine resulted in creation of excess capacitY at a 
cost of Rs. 170 lakhs, leading to increased cost of production of 
Its. 0.28 per tonne at the rated capacity of 4: million tonnes per 
annum. 

5.18. The Ministry stated (May, 1970) as follows:-

"The concrete proposals and estimates for setting right the 
imbalance in the various sections of the mUie and plant 
have been formulated and are under the consideration 
of the management." 

5.l~. In a note after the evidence, the Department of Mines 
stated that the reasons for the imbalances were:-. . 

(1) low lump rec~very r~ulting in inadequate capacity of 
the screening plant, 

(ii) high moi~ture in fines resulting in inadequate capacity 
for t~ansp'ort of fines; and 

(iii) inadequate capacity of classifiers. 

These were also investigated by the Technical Committee 
appointed in' June 1970 by theNMDC, 

5.20. The Technical Committee found that the actual lump re-
covery ratio at the mine on the basis of the work done since April, 
1968, was 66 per cent, as against 75 per cent assumed in tbe Project 
Report, with the result that in order to ~chieve the ra~d capacity 
of 4 million tonnes of lump ore, it would be necellsary toexc~vate 
6.6 million tonne. (including 10 per cent waste ~d, blue dust min-
ing) annually, 88 against $.5 million tonnes envi~ied in. th~ Pro-
ject Report. In order to achieve the aforesa~ targe,;. the. Commit-
tee recommended the followiJag additional machiq~y at an estimat-
ed cost of Rs. 2.06 crores:-

(a) Blast hole drill 9" dia 
(b) 4'6 cum, elecaic abovel 
(c) SI) tOIl!\Jl c1~'m.pers , 
"(d) 4i" crawl~r drill 

TOTAL 

Rs. i" LallAs. 

.. -I. 2,'88 
-I 25'09 
-8 144'00 

-I 10',0 

20"47 
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5.21. Government sanctioned the procW'ement ot ~~ above 
equipment except three out of eight 50 ton dumper •. Moat of the 
work (excepting strengthening the dumper platform apd fine ore 
disposal system, in respect of which work was in progress) had 
been compieted and ·the balance work will be comple~d by 1974. 
After rectification, the capacity of the mine for handling R.O.M. 
would be 6.5 M. tons and for· production of lump ore 4 M. tonnes. 
AI. production of lump ore would not be more than original capa-
~ity of Mine, disposal of extra production would not arise. The 
extr~ fipes would also be pelletized. 

5.22. During evidence, the Clhairman, NMDC stated:-

"There- was over-designing in the crusher. Normally, a cru-
sher should be about 150 per cent capacity because we re-
quire always a standby crusher. This is so because 
when it steps working due to small defeclt or so and for 
removing this it ta~es about 2 to 3 days. I cannot keep 
the mine shut during th~e days. Therefore, normally 
about 150 per cent capacity is provided and it is provided 
in terms of two crushers. That means I sho\,dd have 
provided a crusher of 75 per cent of capacity each. In 
this case, they have provided 2QO per cent because each 
crusher could have dealt with the entire production of 
the mine and another crusher was provided as a standby. 
Moreover we have to increase the production of 5.150 
million tonnes to 6.50 million tonnes. This over-design-
ing was helpful for I had not to change the crusher to 
handle this increased production." 

5.23. There were no extra machinery lying idle except those 
under breakdown or repairs. The additional crushing cap,city 
available at the stage of throughput of 5.5 M. tonnes wo~d, how-
ever, disappear to a great extent when the throughput was increas-
ed to 6/6.5 M. tonnes to ensure production of 4 M. tonnes of size 
ore. 

5.24. During evidence the official representative of the Corpora-
tio~ B~ted that. they were operating stackers by lIlanual labour 
as we h41ve a commitment to supply 4 mlllion tonnes to Japanese. 
Just because the mil\e cannot produce it I cannot reduce the comit-

,ment. Therefore to that extent, till the. mine gives 4 million tonnes, 
I have to get ore for exporting to Japan by other means. We are 
getting float ore. These are iso~ated pockets which cannot be 
worked out by mechanised mining. ' Therefore, as these isolated 
pockets cannot be worked by mechanised means they are workin, 
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them manually in the initial stages till the plant gives the full 
capacity. The· Float are mining is very different from mechanised 
mining. They have only to pick the ore, size and supply it. So 
the cost involved is for sizing the are and transportation. For us, 
the average cost comes to about Rs. 15.00 to Rs. 16.00 per tonne" 

C. Commissioning of the Plant 

5.25. The Plant was to be commissioned by December, 1966 as 
per the Detailed Project Report. It, however, went into trial pro-
ductiononly in April, 1968. In para 1.19 (Page 49) of their 11th 
Report (Fourth Lok 5abha), the Committee on Public Under-
ta·kings commented upon the lack of co-ordinated planning in the 
completion of the project. The main reasons fof the delay were:-

(i) Delay in the completion of civil works e.g. buildings and 
roads, tunelsand wagon-loading arrangements. 

(ii) Delay in the supply of electricity by the Madhya Pradesh 
State Electricity Board. 

5.26. The delay in the completion of the Project led to an addi-
tional capital expenditure of Rs. 123.31 lakhs as detailed below:-

(i) Establishment changes inculding share of Head Offic~ exp ndi· 
ture Rs. 50 lakhs 

(ii) Interest charge s . Rs. 73'3' lakhs. 

TOTAL Rs. 123' 31 lakhs 

The incidence of th:s additional capital expenditure per tonne of 
are would be Rs. 0.15 at the rated capacity of 4 million tonnes per 
annum. 

5.27. In this connection the Corporation had stated as follows:-

"Regarding the construction of Crushing, Screening and 
Wagon Loading plants, the tenders for civil work were 
invited on 24.7.1964 and the work was' awarded on 25th 
October, 1964. The scheduled date of completion was 
31.12.1966. Due to increase in quantities of work in many 
cases and mainly due to delay in obtaining the detailed 
drawing from MIs. Kobe, the suppliers of the plant and 
equipments, the work on all these major items was 
delayed. In fact, the civil works for crushing plant 
were completed the earliest and after erection of machi-



neries the trial runs of Crushing Plant were carried out 
in January, 1968. The 10a<4ng plant after completion of 
civil works and thereai,er. erection of machineries, was 
commissioned on 2nd December, 1967. The work on 
tunnel also increased on account of changed soil con-
dition and was completed on 15th November, 1967, in-
cluding erection of conveyor frames and structures. 

Delay in supply of electricity by Madhya Pradesh State 
Electricity Board was beyond the control of NMDC. 
The State Electricity Board was bringing transmission 
line from Korba with complete new construction of line 
between Balod to Kirindul. Their work was delayed 
mainly due to non-availablility of suitable steel structure 
for erection ot' transmission towers and difficulties en-
countered in working though a remote inaccessible and 
undeveloped area. The electricity was supplied by the 
Board to Bailadila Project only on 18th March, 1968 and 
the integrated plant operation was started on 7th April, 
1968." 

5.28. The Committee note that on account of inadequate provi. 
sions/change in specifications an expenditute of Ss. 473.68 lakhs was 
incurred by management over and above the provision made in 
the Detailed Project Report. They also note that a committee of 
directors of the National Mineral Development Corporation had 
raised a number of points about this additional expenditure incur-
red including the following:-

(1) whether there has been an over-designing of capacity by 
the acquisition of a larger number of equipment than 
originally planned; 

(2) whether additional purchases have been made with the 
approval of the competent authority; 

(3) whether changes in the spedflcations had been made 
after examination of the relevant factors by appropriate 
technical authority; and 

(4) what is the increase in cost on account of each of the 
above fadors. 

The Committee of the Board . of Directors had abo .... ired that 
the matter should be reViewed further thoroUghly. 
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5.29. The Commiftee are given 10 understand daat subsequently 
the matter was goile into by the Financial Adviser of tbe BailadUa 
Iron Ore Project and his repOrt is witli fhe Government. The Com-
mittee would like to impress on Government that all aspects of 
the matter should be gone into as purChase of machinery in excess 
of requirement or creation of unbalanced excess capacity in cer-
tain section's have adverse effect of a recurring nature on the cost 
I~f production. The Committee are informed that it is already cost-
ing the Nl\n)C Re. 0.28 per tonne by way of additional cost at the 
rated capacity of 4 million tonnes per annum. The Committee 
would like Government to thoroughly probe the matter 8IDd fix 
responsibility including those of collaborators and of officers who 
were entrusted with the task of scrutinising the details before 
placing firm orders for machinery and equipment. The Committee 
would like to be informed of the action taken within the next three 
months. 

5.30. The Committee regret to note that imbalance in the design-
ing of the mines and plant has created excess capacity at a cost 
of Rs. 170 lakhs resulting in increased cost of production at 28 paise 
per tonne. The Committee note that the Technical Committee 
(constituted in June, 1970) had held that a single line of ('lusher 
wils in a position to treat enough ore to produce 4 million tonnes 
of sized ore per annum. The Chief of Iron ore was, however, of the 
opinion that while crushing, conveying and loading section could 
handle 6 million tonnes of run of mine as against 5.5 million tonnes 
provided in the project report the mine and sereening sections 
were vulnerable points holding a capacity \)Clow that envisaged 
in the Project report. The Committee were informed that one of 
the reasons for the imbalance was low lump recovery. The Com-
mittee also find that a technical committee appointed by NMDC 
in JUde, 1970 found that because of the low lump recovery, it 
would be necessary for the Corporation to excavate 6.6 million 
tonnes as against 5.5 million tonnes envisaged in the project report 
and to achieve this target, additional machinery at an estimated 
cost of 2.06 crores would he necessary. During evidence, the 
C~airman, NMDC also admitted that there was over designing in 
the crusher capacity and one crusher was standby. Moreover, 
they had to increase the production from 5.5 million tonnes to 6.5 
milnon tonnes. The Committee are shocked at the lack or prope~ 
planning and designing of the capacities of the machinery which 
had not only cest the exchequer Rs. 178 lakhs more but also in-
creased the cost of production. The Committee see 110 justiication 
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for ,UaMeos*I7 i, ~se i ~laere a siD,le liD., of crusher could have 
hilldlt!d tile ,e~e. production of the mine. The Coinmittee, there-
iON, HeO~ that, this matter should be J)tobeci iotO by the 
GoverJDDeDt aDd responsibility for the lapSes fixed. 

D. Excess expenditure over Project Estimate 

:;.31. The Committee of directors had also inter-alia observed 
as follows=-

"The Committee noted that although a comprehensive re-
vised estimate was not finalised in time, contractual 
commitments continued to be entered into much in 
excess of the original Detailed Project estimate provi-
sion without bringing the matter to the notice of Govt. 
Under the powers delegated to the Board of Directors of 
Public Enterprises to sanction capital estimate within 
specified limit, it is clearly stipulated that any excess 
over 10 per cent of the sanctioned Detailed Project esti-
mated provision has to be approved by the Government. 
It was also obligatory to report to Government as soon 
as it was noticed that there was a likelihood of the 
actual expenditure exceeding the Detailed Project Report 
provision by more than 10 per cent. Either of the 
courses of action, as required under the rules, was not, 
however, adopted. The drawal of funds by the N.M.D.C. 
from Government was also not kept within the limits 
of the original sanctioned estimate. The Corporation 
should review its mechanism of expenditure control so 
that commitments in excess of the Detailed Project Re-
port provision are not entered into and drawals and re-
mittances of moneys are regulated in conformity witl 
Detaiied Project Report provisions." 

5.32. In this connection, the Corporation have stated-

"that the Progress of expenditure/commitments against each 
item of the approved cost estimate of a Project is periodi-
cally reviewed. Where the provision in the approved 
cost estimate for any particular item is likely to exceed 
beyond the limit authorised by Government, the matter 
is brought to the notice of competent authority and sanc-
tton obtained before incurring the expenditure. Also, 
where the total expenditure on a Project is likely to 
exceed the approved cost estimated beyond the limit 
authorised by Government the Board of Directors and 
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Government are kept informed and are approached at 
the appropriate time for sanction of the· revised e&timates. 
In this connection, the Ministry of Finance' (Bureau of 
'Public Enterprises) have issued series of instructions on 
the subject resting with Director General, B:P.E. D.O. 
letter No. BPE-1(34) IAdv. (F)169 dated 30.8.1969. The 
Corporation has been following th~se instructions." 

5.33. In this connection during evidence, the Secretary, Depart-
ment of Mines stated as under:-

"The original estimate was for Rs. 15.75 crores. By the end 
of 1967, they reached the limit of that estimate. From 
then onwards, there had been several reasons for excess 
expenditure sometime on civil construction and then on 
equipment etc. These had to be accommodated in some 
way, because the project could not be stopped. If we 
were to say that until the revised estimate is sanctioned, 
no further expenditure should be made, the project would 
have been at a stand-still. Therefore, it was made a part 
of the budget estimates, to the extent of what they wan-
ted in addition, firstly, at the time of the budget estimate, 
and later during the revised budget proposals. These 
were discussed in detail with the Finance Ministry and the 
project authorises so thlt the provision for the expendi-
ture had been covered in this process. Actually, in the 
revised estimate, it has just now come to us and is under 
examination with the Finance Ministry." 

5.34. The Financial Advisor, Department of Mines further 
added:-

"Normally, as soon as the Project realises that the original 
estimates sanctioned by Government are about to be 
exceeded, they should have come to the Government 
(Deptt. of Mines) with a proposal for revising the esti-
mates. I found that in this particular case, the bulk of 
the ordering had been completed by 1968, the project was 
commissioned. But there were certain elements like 
devaluation, increase in customs duty, etc. amounting to 
Rs. 5 ('rores and on two occasions the project estimates 
were revised. Whenever they approached Government 
for release of funds, it was Indicated by Government 
that the project estimates had been exceeded and had to 
be revised. Therefore, we knew at every stage that ad-
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-ditional funds would be required. At the time of inclu-
sion of the provision in the budget, the requirements of 

. the budget are s~utinised in the Deptt. of Mines and in 
the Finance Ministry. We also wanted certain other 
'clarifications in regard to revised estimates which they 
.had given us, about two years ago. Subsequently, we 
were told that the estimates were being further revised. 
The information asked for by Us has been furnished. 
As the Secretary, Mines has mentioned, this matter is 
now under examination in the Deptt. of Mines in con-
sultation with the Ministry of Finance. I hope this exa-
mination will be completed shortly." 

5.35. Explaining about the mechanism for the control of expen-
~ture, the Financial Advisor informed the Committee that:-

"They should not normally exceed sanctioned estimates, and 
even when they do, the excess should not be more than 
10 per cent of the sanctioned estimates. When they rea-
lise that they are going to exceed the sanction by more 
than 10 per cent they should come to the Government 
with the revised estimates. There are instructions 
issued by the Finance Ministry to all the Ministries. The 
Bureau of Public Enterprise have already circulated 
instructions'" in regard to the formalities and procedures 
the Ministries and the Projects have to observe in this 
connection. In case where we have to exceed by more 
than 20 per cent, we have to go to the Cabinet. In fact 
the Project should have approached the Head Office of 
NMDC when they came to know that the project estima-
tes would be exceeded. Apparently this has not been 
done in this case. The Project has been commissioned. 
They did tell us that even for the revised budget of 1967-
68 and for 1968-69 additional money will be required. 
As the original estimate was of Rs. 15.75 crores, the final 
estimate is going to be almost double of that amount. 
Certainly I would say that more care is necessary." 

5.36. In this connection the Department of Mines in a note after 
-evidence stated that-

"Ordinarily, the Board of Directors of a PvbUc entt>rprise 
is competent to incur expenditure only upto a limit of 

-------------------------
"'Bureau of Public J!)tterpriau ba.,.issu@d aeriu of inlltructi011l on the 

-subject resting with Director Gener~l, BPE DO. LeUer No. BPEI (3.) IAdv. 
('F) 169 dt. 30-8-1969. 

-:298 LS-8. 
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10 .per cent beyond the sanctioned project estimates, and! 
release of capital funds beyond this limit it also ordi-
narily sanctioned by the Government only after getting. 
revised estimates of capital cost prepared, examined an.d 
approved. In the case of the project at Bailadila-l~ 
however, in view of the international commitments for the 
supply of iron ore to the Japanese Steel Mills and the 
embarrassment that might have resulted in the event of 
interruption in the progress of the project owing to non-
availability of adequate additional funds in time, the 
Government continued to release funds as a special case, 
based on requests made by the Corporation from time to 
time. The funds were, however, released after examina-
tion of the Corporation's proposals in this behalf the 
budget proposals of the Corporation and other relevent. 
aspects." 

5.37. The Committee find that the original estimates approved' 
IIy the Government for Rs. 15.75 crores in 1964 had undergon" 
revision during the course of construction of the project; first in 
December, 1968 for Rs. 25.21 crores and again in Spetember, 1971 
for Rs. 29.70 crores and the Revised Estimates submitted to Gov-
ernment in Novem1ter, 1971. The Committee also note that the-
excesses over the original estimates had been examined first by a 
Committee of Directors and later by the Financial Advisor of the 
Project and their reports also submitted to Government in January, 
1970 and September, 1970 respedively. The Committee regret to 
note that these Reports are still under the consideration of Govern-
ment alongwith the Revised Estimates. The Committee however 
find that Government had been releasing funds on the basis of 
Budget provision much in excess of the sandioned estimate without 
approval of the Cabinet as required under the inlitrudions issued-
by the Bureau of Public Enterprises, Ministry of Fina,Dce. 

The Committee take a serious view of ihis -laps aad stroagly 
~ge that the revised estiu.u\tessheuldbe gone into '._ction of' 
,the competent .~or~t,y iuoed. The extent of revision and its 
implications on the economics of the Project should be speciJicaUy-
examined. The Committee would alllO HkeGovernmentjeorpora-
don to review its mechanism of expenditure cO,Duol to obviate-
recurreDce. 
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E, Pl'04IueUon aDd Bxperi 

5,38, The rated capacity of the mine is 4 million tonnes of sized 
ore per annum, The mine went into production in April, 1968, The 
table below compares the original and the revised targets of produc-
tion, despatches and shipment with the actuals for the years from 
1968-69 to 1971-73:-

I, Production 1968-69 

2, Despatch 

3, Shipment 

1969-70 Plant 
Float 

1970-71 Plant 
Float 

1971-72 Plant 
Float 

1968-69 
1969-70 

1970-71 
1971-72 

1968-69 
1969-70 
1970-71 

1971-72 

Original 
Targets 

19'60 
25'00 

5'00 

30'50 
II'IO 

28'00 
16'50 

29'30 
30'50 
4 1 '01 
44'50 

28'80 
33'00 
40'00 
44'37 

Reviled 
Targets 

22'51 
IJ'2S 

23'81 
IS'49 

19'4° 
28'40 
33'b9 
39'32 

17'27 
34'S4 
35'10 
40'30 

Actual 

17'°4 
21'86 
4'35 

22'20 
10'48 

23'74 
13'86 

IS' 13, 
28'27 
33' 14 
36'SI 

16' 18 
29'27 
32'88 
36'46 

% of actual 
achievement 
to original 
targ.:t8, 

72'79 
94'41 

84 '78 
114'00 

61'88 
92'69 
~o'63 
82'04 

S6'I8 
88'70 
82'20 
82'17 

5.39, It would be seen that production was much below the rated 
capacity and even the original targets from the very beginning, 
Further the Project could not achieve the original and revised 
targets of despatches and shipment during the period 1968-69 to 
1971-72, 

5.40, The Management had stated (December, 1969 that "short-
fall in despatches in 1968-69 was' due to limitation of storage cnpacity 
at .the port." 

5.41. In this connection the Ministry had also stated (May, 1970) 
as follows:-

"A fully mechanised, sophisticated an integral plant of this 
nature inentably undergoes teething troubles in the ini-
tial, stages UDder technological compulsions, the produc-
tion capacity of such a plant gets gradually and progret-
sively built up aDd it tHea time to reach rated capacity. 
The other faetors wbieh have contributed to the n~ 
attainmell't of rated capacity are:-
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(i) Detailed Project Report was based on 75 per cent. lump 

recovery whereas the actual lump recovery is around 
66 per cent. 

(ii) No provision for waste mining was made in the D.P.R. 
in practice shale bands are fund to cut across the ore 
body and it is estimated that waste to the tune of 8 per 
cent to the total R.O.M. is required to be mined. 

(iii) Full bench length as provided in the D.P.R. could not 
be developed during the construction stage due to non-
availability of electric supply by the Madhya Pradesh 
Electricity Board. The electric equipment like electric 
shovels and electric drills therefore could not be deplo-
yed on preparation of benches. The bench length 
available for mining during 1968-69 was about 500 metres 
against a provision of 2,000 metres in the D.P.R. 

(iv) The Mining operation was also limited to one shift 
qperation." 

5.42. During evidence, the Chairman, National Minerals Develop-
ment Corporation stated as under:-

"the principal reasons for the shortfall were that we had a 
strike in April. We received additional equipment. There 
was delay in the completion of the dumper platform to 
take in 50 tonnes dumper and some critical spares were 
not received. The teething trouble was in 1967-68 and 
1908-69. The principal reasons for non-achievement of 
the production target was the lower lump recovery rate 
which is about 63 per cent to 64 per cent. We expect the 
rated capacity would be reach9:i when the dumper plat-
form is completed in December, 1972. We would be 
reaching 6 million tonnes rate by January 1973. The 
D.P.R. finally does not stipulate the time as to when the 
rated capacity should be achieved." 

5.43. The Chairman, National Minerals Development Corpora-
tion admitted that they could not attain the target of production 
partly due to the faulty designing of mine and partly the benches 
were not developed in time and also the spares were not ordered in 
time. But now necessary benches and equipment were available. 
The only critical factor was the .:iumper platform which was orilP-
nally to take 35 tonnes dumper. They were switching over 50 tonnes 
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dumper. They had to l'einforce the columns. The dumper itself 
was designed to take 35 tonnes. Now they had to modify it. 

5.44. Explaining about tile faulty designing of mine the Chair-
man, National Minerals· Development Coropration said that~-

"the detailed project report was done by NMDC with some 
help from the Japanese based on IBM data. We will have 
to raise plus 6 million tonnes to yield 4 million tannes of 
lump ore at the present recovery ratio. We have bough). 
the additional equipment for this purpose. The only work 
remaining to be completed is the dumper platform which 
has to be strengthened to take a larger dumper. The ex-
tra expenditure on the additional equipment would be 
about Rs. 206 lakhs. The incidence would be roughly bet-
ween 30 and 40 paise." 

5.45. WheQ. the Committee asked the witness as to why these 
5teps could not be taken earlier, when the project had gone into 
production as early as April, 1968 and when the faults were found 
and why could they not be rectified earlier, the Chairman, NMDC 
stated as under:-

"It is actually the performance failure in 1968-69 aruf 1969-70 
and the early months of 1970 that made the Corporation 
itself constitute a Committee to go into these affairs. The' 
Committee went into this and suggested certain remedies. 
The corrective actions suggested by the ~mittee have 
all been taken now. The Committee's main finding was 
that with the present recovery ratio, you could not have 
got 4 million tons of lump ore from this mine, unless you 
raise more run of mine ore. They said that it should be 
6.5 million tonnes which, in turn, meant additional sho-
vels and additional dumpers. We had to incur this ex-
penditure of about Rs. 2 crores to buy all that. In doing 
this, the Committee also said that we should go in for a 
larger-size dumper. This resulted in having to strengthen 
the dumper platform, which was originally designed to 
accommodate 35 tonnes dumpers. Although in the ori-
ginal rep ott it was 75 per cent but it would continue to 
be 63-64 per cent. It is again like Kiriburu where the 
original anticipation of recovery has not been realised in 
fact, in operation. I think enough geological and proving 
work was not done." 
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F. Eness Generation Of Fines 

5.4'6. The Detailed Project Report envi'saged 75 per cent of the 
production of Run-of-Mine to be in sized ore end 25 per cent, in fines. 
It was also stipulated that the percentage of the fines could be reduc-
ed further resulting in higher recovery of lump ore by bIasing with 
judicious spacing and using explosives of proper type and charge. 
The percentage of fines was expected to be brought down to an 
average figure of 13 per cent to 15 per cent. of the total production 
of Run-of-Mine. It was, however, seen that the precentage of fines 
was of the order of 35.1 of the production of Run-of-Mine in the first 
vear of the mechanised operation of the Project. The percentage of 
~ines during the subsequent years was as per details given below:-

Year Run of Mine Recov~ryof Actual Perc~ntagl' Pac:magc 
handl.!d limp ore a~ rccoV<!ry of lump of fines 

(TonneR) per detail- ore ore reco-
cd Project (Tonnes) vererl 

Report 
(Tonnes) 

1968-69 z6'Z3 19'67 17'°4 64'9 35'1 

1969-70 33'97 z4'6z zI'86 64'35 35'65 

1970-71 35'47 2;' :3 22'00 6z'59 37'41 

1~71-7z 36'63 Z7'47 z3'74 63'70 36'30 

9!l'!l9 84'84 
-. '-'- . ---" .. ,. -y---- --- --"--,- ------ --. -- -_.- -- -_.'--_ .. __ ._----

5,47. 14.05 lakh tonnes of sized ore were thus lost during the 
period from 1968-69 to 1971-72 on account of excess generation of 
fines resulting in increased cost of production. No value of fines 
was assigned in the above working, 

5,48. The Ministry had stated (May 1970) that "The variation 
between D.P.R. anticipation and the actual position is mainly due to 
natural factofs as also an incidence of mechanised mining. The latter 
factor is a problem which all mechanised mines face in the matter 
of quality control .. " However, the position, will be kept under 
constant watch and control." 

5,49. In this cOlUlection the Corporation had offered the follOWing 
co~ments:-

"The detailed project report baaed its c.alculation of lump fine 
ration .. to be obtained from Deposit 14 mine on the ex-
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ploratioli" report of L.B.M; The'·report gave the figure of 63 
per cent recovery at plus i" aiter blasting in th'.: main 
ore zone of Deposit No. 14 selected for mining. DEducting 
the additional generation of fines during Crushing and 
handing of the ore, D.P.R. envisaged 75 per cent of the pro-
.duction the run-of-mine to be in sized ore 3!8" and 25 per 
cent in fines. However, as statEd in earlier paragraph 
much more quantlty of softer ores occur in the deposit than 
what was envisaged in 1MB report due mainly to natural 
factors. 

The actual realisation of lump was 66 per cent of the tl..;al 
ore handled in the screening plan. In fact the figure of 
64.9 per cent recovery during 1968-69 as given 
is not correct. The actual figure had been 
66 per cent as the actual ore handled at 
screening Plant was less than what was crushed as 

. some ore was left in the two stockpiles in between Crush~ 
ing and Screening Plants (Actual Gre handled 26.12 lakhs 
tonnes to get 17:037 lakh tonnes sized ore). Subsequent 
detailed exploration carried out by NMDC indicatei an 
ave.rage lump recovery factors of 65.2 per cent for the en-
tire deposit. The lump recovery factor, however, is slight-
ly lower in higher benche!l increasing marginally in lower 
benches. There is also slightly more generation of fines due 
to the handling ore in the Plants. Additional generation of 
fines is being experienced even after crushing particular-
ly during the two big drops in the two surge piles one 
after crushing plant at Hill top and the other just before 
Screeing Plant at Kirindul. 

The position as regards reduction of fines by blasting work 
with judicious spac~g and using explosive of proper type 
and chrage is always being kept under constant watch. 
However, the excess generation of fines which is being ob-
tained and will be obtained in future is mainly due to na-
much more quantity of softer ores occur in the denosi t thnn 
envisaged in IBM exploration report and also due to in~ 
cidence of mechanised mining which cannot be avoided." 

5.50. Durinl{ evidence. the representative of NMDC stated that du-
ring 1971~72, the ge~ration of fines had actually marginally gone 
down. TheV could get better ratio by selective proc~s. The"! the> 
-average recovery would go down correspondingly In the next few 
months.' 
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G. Feasibility Study 0.1 Pelletisatiou 

5.51. In May, 1970 the Mlllistry informed Audit thaf'the sale of. 
fines either as beneficIated lines or in tone form of pellets, was j)oS'.5i-
ble and the feasibility of the two alternatlve was under study. 

5.52. In this connection, Chairman, NMDC stated during evidence. 
that: 

"Feasibility study prepared by Mis Dastoor & Co. is with us. 
It is based on the BailaC1ila 14 fines. The study recom-
mended the plant at Bailadila itself. In the meantime, we 
are developing a second mine, where again, the lump-ore 
ratio is likely to be the same. Both these mines are com-
mitted for exoprt because of the total export commitment 
of lump ore is 8 million tons. To feed the new plant at 
Vizag we have to build a third mine which is at baila-
dila 4, where we are drilling. All this is going to give us 
about 6.7 million tons fines in the area by 1978 and the 
railway capacity with all the expansion that is going on 
---'would be roughly of the order of 12 million tons. 
From these three mines put together the railways would 
have to carry about 11 million lump ore. So we studied an 
alternative of taking the fines down to Vizag and pelleti-
sing it as Vizag. J.t will be carried in slurr of form. We have 
completed the stduy and it is now under the considera-
tion of a Committee of Government. The. i>nly way we 
can carry it by pipeline would 'be crushed it down to 30!) 
mesh." 

5.53. In a note after evidence, the Department of Mines stated 
that a Techno-economic feasibility report prepared by MIs Dastur and 
Company had not yet been received by Government from N.M.D.C. 
N.M.D,C. was reported to have undertaken a preliminary Techno-
economic feasibility for pipe line transportation of pellet feed from 
Bailadila to Vishakhapatnam base upon Deposits 14,5 and 4. N.M.D.C. 
had also prepared a technical appraisal regarding the site for a pel-
letisation plant at Vishakhapatnam A Committee of the Government 
was considering the integrated proposition of pipeline transporta-
tion and installation of pelletisation plant base on Bailadib fines. 
The Committee had recommended some additional engineering stud-
ies which would be necessary for the preparation of a techno-econo-
mic feQibility of the integrated mining transportation, stock piling! 
reclaiming facilities at Vishakhapatnam to develop the pellefisation-
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cum-pipe line complex. These studies were likely to take about 12.. 
months. 

H. Economies of the Scheme 

5.54. In a note after -evidence, the Department of Mines have 
stated that a Techno-Economic Feabilibility Report on Pelletisation 
prepared by Mis Dastur and Company was essentially based upon fines 
and blue dust from Bailadila-14. They had estimated capital cost of 
about Rs. 32-34 crores for 2 million tonnes capacity plant based 
upon various proportions of blue dust and beneficiated fines. As-
suming a price of Rs. 21.26 co· .. t of un beneficiated ore fines and blue 
dust 28~21 per tonne respectively and selling price of pellets at 26.5 
US cents per Fe Unit CIF Japan, the consultants had estimated a 
loss of Rs. 1.65 crores to Rs. 3 croI'"es per annum for various alterna-
tives ba~ upon plant located at Bailadila. The loss was mainly 
due to high incidence of inland transportation cost and beneficia-
tion of fines NMDC had done a preliminary feasibility study for 
transportation of pelet feed to Vishakhapatnam by pipelin~ trnns-
portation with the help of Mis Engineers India Ltd. NMDC was 
also looking into the possibility of ensuring the required quality of 
fines by means other than beneficiation. It was anticipated by 
NMDC that with the possibility of reduction in the transportation 
cost by pipeline transportation and reduction in cost on account 
of elimination of beneficiation. pelletisation based upon plant loca-
tion at Vishakhapatnam would become economically viable. The-
economics of pelletisation however, will be known after the com-
plete techno-economic feasibility study had been completed. 

5.55. With the development of Deposits 14,5 and 4 and exploita-
tion of blue dust af Deposit-14 at the rate of about 2 million tonnes 
per annum, the total availability of fines in Bailadila area would 
be about 6-8 million tonnes per annum. To the extent these fines 
could be consumed by a future Steel Plant at Bailadila itself and 
to the extent the prices of fines assumed in Dastur's report wen 
realised, the return on fines of NMOC would be about 15 per cent 
on total investment. It may be mentioned that the assumption 
regarding the cost of fines was based upon the fines being a co-
product with lump and not as by-product. 

5.56. The Committee are distressed to find that production in 
Bailadila even after four years of commissioning of the ~lnnt has 
been below the original target of 4 million tonnes. Further the per-
centage of lump ore recovt'ired does not exceed 65 per ceDt as eom-
pared to 75 per ceDt envisaged in the Project Report. The Committee 
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.eannot accept tb~ plea drat the DPR did Dot provide adet,ruately for 
waste minm, and the bench of required length as specified' in th'e 
DPR could not be developed during construction due to non-avail-
ability of electric supply in time. The net result of all these factors 
has been that not only Bailadila has failed to achieve the tarretted 
production and meet in full the commitments for export but the cost 
of production has been much higher as compared to the original 
·estimates and even Kiriburu mittes, which had been developed ear-
lier for similar exports to Japan. The Committee note that NMDC 
are now considering a proposal to utilise the fine by peUetisation 
with and without benefication and stress that the matter should be 
gone into most carefully having regard to the economies of the pro-
ject. 

5.57. The Committee would like the Management to spare no 
pains to increase recovery of lump ore and enhance efficiency in 
production in order to improve the economics of the project. 

I. Man Power Utilisation 

5.58. The staff strength of the mines as per the Detailed Project 
Report was 1,000. The Board of Directors in their meeting held in 
October, 1967 sanctioned the staff strength at 800 on the Kiriburu 
mines staffing pattern. The Administrative Staff College, Hyderabad 
conducted a study of the staffing pattern in January, 1968 and sug-
gested a strength of 1,173 employees with a little re-organisation of 
the mine. The actual strength as on 31st March, 1969 was, however, 
1,227. The aqditional expenditure involved on the entertainment of 
-excess staff' works out to Rso 6,85 la~s during 1968-69. The table 
below compares the output per man-shift as given in the Project 
Report budgeted and the actual output per man-shift during 1968-69 
to 1971-72:-

Year Output per manshift 

A, ncr project Uuc1lteted 
Report during th~ 

year 

16'50 6'06 

16'.50 5'00 

16· ~o S'38 

16'So 6' IS 

(In tonnt's) 

Actual Olltl'ut ncr 
man-shift 

4' 19 69(~';J 

5'03 

4'71 117% 

S')7 87~:. 

NbTl!: PrOduction c:~nu,.en~ only in April. 1968 artd waa ettllbll~hed in November 
1968. 
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;5.59. The Ministry had stated (May, 1970) as foUowlI:-

"The staff strength sanctioned by the Board of Directors was 
on provisional basis to meet the production requirements 
for a perioQ of one year pending firm proposals for the 
regular staff strength. The study made by the Admn. Staff 
College "did not take into account adequately the staff 
requirement of certain departments like Maintenance De-
partment and three shifts working in the loading plant. 
In the light of the experience gained of the working of 
the mine since April, 1968 and the phased increase in 
the level of output so as to reach the rated capacity of 
4 million tonnes, the entire organisational set up of the 
project has been comprehensively reviewed........ the 
staffing strength has. now been fixed at 1546 (as against 
the existing total strength of 1,691 persons including the 
daily rated staff), with the approval of the Board of Di-
rectors. Action has already been initiated to regularise 
suitable workers among the daily rated staff against sanc-
tioned posts and to offer Voluntary Retirement Scheme to 
the remaining staff." 

5.60. In this connection, the Corporation in a written reply stated 
as under:-

"The D.P.R. position of staff strength was on the lower side as 
regards a number of categories including maintenance 
plant operation, etc. 

The staffing pattern for the Project with a total strength of 
800 a~ approved by the Board of Directors, in October, 
1967, was meant for one shift working. The Board sanc-
tioned the strength of BOO provisionally with a note that 
final recommendation will be presented after studying the 
operation of the mine in production for period of at least 
6 months. In pursuance to the above, the final sanction of 
1~ was given by the Board. The recommendation of the 
Administrative Staff College were also on lower side. 
These were not accompanied with any justiftcation for 
recommending the numbers in any category. The very 
fact that the Staff College recommended 1242 personnel 
for a two mUllon tODnes mine at Kiriburu: and only 1182 
personnel for a four mimon tonne mine at BafladUa, des-
pite the fact that the units at Btladila are /lipread far apart 
is sufficient indication of the indequacy In the strength 
recommended by the staff college. 
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in Fact, unlike at Kiriburu, the Crushing Plant and Screening 
Plant are separated at Bailadila 14 mines. The Crushing 
Plant is situated at the hill-top and the Screening Plant 
at Kirindul; the road connecting the two stretches over 
a length of 10 K.Ms. The separation requires extra 
manpower for operation and maintenance. Furthermore,.. 
two stockpiles have been provided in between Crushing 
and Screening Plant, requiring manning ·for operation for 
feeders for drawal of ores. The down hill conveyor also 
stretches over a length of more than 2.5 k.ms. out of which 
1.6 K.M. passes through a tunnel requiring adequate post-
ing of men. The design of the loading Plant unlike at 
Kiiiburu with a provision of large stockpile and two· 
tunnels with conveyors within the tunnel and roller gates 
for drawal of ores, also require a large number of person-
nel for operation and maintenance. 

Furthermore the shunting operation for loading and drawal·of 
empty rakes at Bailadila, unlike at Kiriburu and other 
mines in India, is under the charge of NMDC. This neces-
sitates operation of 3 locos owned by NMDC round the 
clock with consequent requirement of loco drivers, shun-
ters, pointsmen, etc. In practice, the Project has to carry 
outloading operation on all 3 shifts a'S the empties are 
supplied by the Railways at any hour. 

The above points, are amongst some special features at BaiIa-
dila 14 mines necessitating requirement of extra man-
power. Moreover, the staff College also did not provide· 
staff for 3 shifts loading. The provision of staff for main-
tenance in the recommendation of staft' college for the . 
number of machineries and the plant that exist at Deposit 
14 mine also falls short of actual requirements. 

Later on, the sanction of Board was accordingly obtained for 
1546 persons on the basis of actual experience gained in' 
operation and most suitable organisation structure for' 
operational efficiency." 

5.61. DUring the evidence the Chairman. National Minerals De-
velopment Corporation stated in this connection that in 1971-72, they 
budgeted for output per man shift of 5.83 tonnes, but because of the- . 
lower production, they got only 4.71. Regarding the study made by 
the Administrative Staff College, the witness said that it was a study 
by an objective body. It helped to the extent that the Project esti-
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mate figures were ?robably a little lower than necessary. The Staff 
·College people visited the project to make this assessment The sta1f 
.strength of 1546 was approved by the Board in April, 1970. Also 
there were additional 86 people for float ore operations in November, 
1970. Against the sanctioned strength of 1632 in Bailadila. the actual 

:strngth was little less now which was 1556. The number of people 
who had availed of voluntary l:etirement was four. In Bailadila, the 
Project was not recruiting any more except where a skilled man was 
necessary to ~eplace an equally skilled man. 

5.62. The Committee note that the Board of Directors in October, 
1967 &Xed the staff strength of the Bailadila Project at 800 on the 
Kiriburu mines staffing pattern. Later in January 1968 the Adminis-
trative Staff College, Hyderabad conducted a study of the require-

'ments of the staff for the project and suggested a sb·l.'ngtli of 1173. 
As this study made by the Staff 'College "did not take into account 
adequately the staff requirements of certain departments like the 
Maintenance Department and three shifts working in the loading 
plant. the Board of Directors fixed the staff strength at 1546 in the 
tight of experience gained in the working of the mine since April, 
1968 and phased increase in the level of output". The Committee, 
however, note that the present strength of the project is 1691 about 
10. per cent in excess of the strength approved by the Board after a 
4:omprehensive study. 

The Committee regret to note that in spite of the excess staft. the 
Gutput per-man-shift is less than the budgeted output from 1968-69 
to 1971-72 except for one year. The Committee, therefore, recom-
mend that concerted efforts should be made to improve the efficiency 
and maximise output so that the output per-man-shift may increase 

. 4:onsistent with the staff employed. 

J. Cost Analysis 

5.63. The F.O.R. cost per tonne of lump ore worked out for the 
years from 1968-69 to 1971-72 was as under:-

year 
-_._._ .. _._._ .... _------ ._--_._----"_.- -.-- ---_ .. _--

Co~' oer p,.rc'r.fn~ 
tonne or nn"rating 

ofrhe mine 
~o .. , .... r' 
caoacity -------_.-- .. _-------_ ... -_. __ .. _ .. ---,---_ .. ----_ .. __ ._- -----_. 

1968-69 23'76 42"6 

1969-70 22'07 54 

1970-71 24'34 5S 

""l97I-72 25'10 60 
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As the production was 8t8l1~d in 1968-49 when onlyd.6 per 

cent .oftAe:rated oapacity wasattained.,tbe cost of ,production thus 
woPked out cijci not provide the true badex for a meaniJllful com-
parison with that of Kiriburu or that indicated in tlle Project Report. 

5.64. During evidence, the reptesentative of the N.M.D.C. stated 
that a&aiD:Bt the project estimat,d'cost of lb. 13.62 which was based 
on 4 milliOJ.l tonnes and operation at 100 per cent efficiency, the cOit 
in Bailadila was Rs. 25.1 dw'ing 1971-12. As indicated above their 
operation was about 66 per cent of the capacity in 1971-72. While 
. comparing the various components of cost as per the project esti-
mates and the actual of 197~-72, the position was:-

Direct operation 

Royalty 

Depreciation 

Inter~8t 

TOTAL 

Port charges. 

Export duty etc. 

----. -----_. 
I'rC'ject Actual 

t'Stimate ---
6'14 12'48 

2'SO 1'93 

3'64 7'33 

1'34 3'36 

13'62 25'10 

9'49 9'00 

4'25 

The export duty was now Rs. 10.5, M.M.T.C.charges a commis-
sion of 75 paise and incidentals worked out to Rs. 1.75 making a. 
total of Rs. 82.0 of external cost. The F.O.B.T. cost of RI. 82.1 against 
a realisation of Rs. 69.67~xchange realisation. 

5.65. Actually the loss to the economy was Rs 12.43 per tonne. 
If export duty was excluded it came down to Rs. 2:00 and odd. In 
the same year, the Kiriburu mine was operating at about 58 per cent 
capacity ore and the estimated cost was Rs. 21.36. The external cost 
was Rs. 49.5. The total F.O.B.T. cost was about Rs. 7086 but the sale 
realisation in Kiriburu was only Rs. 56.94 because of the lower, grade 
are. The export duty paid in this case was Rs. 6.00 because below' 
63 per cent f.e. export duty was Rs. 6.0. If you exclude that the loss 
to the economy would be about" Rs. 7.80 (i.e. the loss in rupee term). 
So far as the Bailadila was concerned which was a continuing con-
tract, the price was fixed over the period i.e. at $9.73 per tonne. It 
will be about Rs. 69.00 at the exchange rate of Rs. 7.20 per dollar .. 
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The export price was Rs. 69.67 and, $ 9.73 for DL"r. On the FOBT 

basis they would get Rs. 12,00 and odd. But this was only applicable' 
upto the month of April, 1971 when they switched on to F.O.R.. 
basis. 

5,66, In a note $iter evidence, the Department of Mines fU1'DUhecl~ 
a comparison of cost of proQl1ction at Beiladila 14 Deposit in 1971.,72' 
with that in Kiriburu (for the year 1969-70 which was a normal year 
for that project) aJl4 as per DPR of Bailadila Deposit-14 as under:-

, 
DCPONt 14 

t. OutJlUt 

Kiriburu 
(96.9-70 

(normal year) 

Lu'llP (Million tonnes) 4'0 2'4 1'6 

(Rs. per tODne) 
2, Op:rating coat 

Royalty & Cels 

6' 14 

2'SO 

12'48· 9'66 

1'93· I'sa· 
Depreciation 

Interest 

3'64 
1'34 

7'33· 4'33 
3'36· 0'34 

TOTAL F.O.R. 13'62 2S' 10· IS'7S ._---
NOTE: (A) Variation b<!tw~en 1971-72 cost and DPR (1964) is due to :-

( i) Incr.:8S~ in cloital outlay from J S· 75 crores to Ra. 29' 70 crotts 
r clul!ing in increas~d do:preCialion ar.d int.:rcs! charB{'s, 

(ii) Projuction I~wl being less than 60% in )97J-72 as compared to· 
100:0 indicmd in DPR (1964). 

(iii) Lower lump recovery, 

(B) Reasons for variation betw.:en Kiriburu and Bailadila COats :-

(I) Interest char,,'s at Kiriburu werr low~r 89 Govt. and foreijp1 
10J:1~ allo;;a:.:d tP Kiribm haw be"n repaid almost entirely, 

(ii) D~pr.:ciation at Kiriburu was low:r due to lowtr capital im'C!H-
ment. 

(iii) Royalty and' cess were lower at Kiriburu .:'.ue tolower grade of 
ore, 

(iv) O.perMin, cost at Kiriburu wei lower bec:auaeof hi,her optratin, . 
capacity, 

5.67. During evidence, the Chairman, NMDC informed the Com-
mittee the proposal for fixing the price of ore after April, 1971 had· 

,been referred to the Government. 

-As per local verification by Audit, the flgure should be 12.25, 1,86, 7.85 •. 
3,39 and total 25,35 respectively, 
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"5.~8. In a note after evidence, the Department of Mines stated 
:that the Committee of Secretaries on Iron Ore Exports, in its meet-
ing held on 4-2-1971 . desired that "should there be any points of 
·difference in the context of F.O.R. arrangement for supply. of ore 
. by NMDC to :MMTC, these should be referred to Secretary, Minis-
try of Finance (Deptt. of Expenditure) for resolving the matter." 
There was difference of opinion between NMDC and MMTC in re-
,gard to price, which was referred to Secretary (Expenditure). 
,(Yardi's price Rs. 20.50 per DMT NMDC is asking a price Rs. 24.91 
per WMT. His recommendation on the price was received in October, 
1971. NMDC considered the price to be low and could not. therefore. 
accept it. They, however, started discussion with MMTC which also 
-did not yield any fruitful results NMDC's claim was based on cost 
adjusting at 90 per cent of operation. Depreciation was on a straight 
line basis plus 12 per cent of return of capital. NMDC then referred 
the matter to Government in March, 1972, which was considered 
in a meeting in the Ministry of Finance held in July, 1972. In this 
meeting also no final conclusions were reached. NMDC were still 
negotiating for a fair price with MMTC, but no final settle.ment bet-
ween the two Corporations had yet been reached although some 
points have been settled in discussion. 

5.69. The Committee find that as compared to the project esti-
'mate of Ks. 6.14 per tonne for operating cost, the actual cost in 
Bailadila in 1971·72 was Ks. 12.48 per tonne. an increase of more than 
100 per cent. It is pertinent to recall that the operating cost in Kiri-
"buru-an older mine developed earlier for export to Japan-is only 
Ks. 9.66 per tonne. The Committee therefore are unable to appreciate 
why Bailadila which was developed later than Kirihuru should have 
a higher operating cost. In fact, gaining from the experience of 
"Kiriburu, it should have been possible to effect substantial reduction 
in the operating cost. The Committee would like Govemment/NMDC 
·to examine the matter in depth and take concerted measures to bring 
about reduction in the operating cost by improving efficiency and 

.,ffecting economics in management. 

5.70. The Committee would also like that NMDC and MMTC 
-should arrive at an early settlement of the price as this has intimate 
-etled on the financial position of the Corporation. 
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VI 

BAILADILA DEPOSIT NO. 5 

A. Decision for development 

6.1. Consequent on the decision of the Government of India to 
divert the Kiriburu iron ore to Bokaro Steel Plant, Government 
approved the setting up of a mine at Bailadila Deposit No. 5 so that 
the export commitments from Kiriburu mine could be transferred 
to the Project when the supplies from Kiriburu Project were swi-
tched over to the Bokaro Steel Plant. 

Project Report 

6.2. Based on the prospecting data furnished by the Indian 
Bureau of Mines, the Corporation made a feasibility study and pre-
pared a Project Report in October, 1964. It envisaged production of 
5.5 m. tonnes of ROM and 4 million tonnes of sized ore (lump)-
1 m. ton of tines per annum with a capital outlay of Rs. 20.01 crores 
which included a foreign exchange component of Rs. 6.46 crores. 

6.3. The development of Deposit No.5 with a capacity of 4 million 
tonnes as stated above would have resulted in the availability of a 
total of 8 million tonnes of sized ore for export through the Visakha-
patnam Port. The port was, however, not capable of handling 8 mil-
lion tonnes per annum. It was therefore decided to limit the invest-
ment at the Deposit to the tirst phase production of 2 million tonnes 
per annum. 

6.4. The Project Report was accordingly split up in July, 1966 into 
two phases viz. tirst phase witk. a capital outlay of Rs. 15.25 crores 
(post devaluation) and the second phase for the production of ad-
ditional 2 million tonnes at a capital outlay of Rs. 23.64 crores (post 
devaluation) . 

6.5. In August, 1968 the Corporation examined in detail the pro-
fitability of the mine with reference to the proposed phasing. It was 
found that the mine would remain a losing venture for all times to 
come but the loss per tonne at 2 milion and 4 million tonnes capa-
city was estimated at Rs. 10.50 and Rs. 6.80 per tonne respectively 
after taking into account the export duty of Rs. 10.50 per tonne. Ac-

87 
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cordingly, in a note to the Government in August, 1968 the Corpora-
tion suggested that it may be authorised to develop the plant and 
mine at deposit No. 5 straightaway to a capacity of 4 million tonnes 
of sized ore per annum. The capital outlay for the consolidated de-
velopment of the mine was estimated to be Rs. 38 crores. The Gov-
ernment accepted the suggestion" and conveyed its approval on 18th 
November, 1968. 

B. Plant and Machinery 

6.6. The Government also desired that the Corporation should 
place orders immediately with the Heavy Engineering Corporation 
Limited for all the machinery required on the basis of the belt con-
veyor transportation system from mine to the railway yard. 

6.7. A formal letter of intent alongwith the specifications of vari-
ous equipment was sent to the Heavy Engineering Corporation Li-
mited on 11/12th March, 1969. An advance payment of Rs. 51 lakhs 
representing 20 per cent of the cost of the equipment was also maije 
on 24th April, 1969. At that time the Heavy Engineering Corporation 
Limited confirmed the delivery date of crushers ,as April, 1972. 

C. Consultancy servIces 

6.8. The Corporation also issued a formal letter of intent to Mis 
National Industrial Development Corporation Limited on 1st Novem-
ber, 1969 appointing them as the Prime Indian Consultants for the 
Project with Mis. Nittetsu Mining Consultants as National Industrial 
Development Corporation's foreign consultants. The total amount 
payable for rendering consultancy services would be Rs. 92 lakhs 
including a sum of Rs. 19.4 lakhs in foreign currency payable to Mis. 
Nittetsu Mining Consultants. An advance payment of Rs. 14.521akhs 
representing 20 per cent. of the Rupee portion was also made on 1st 
November, 1969. It was observed that the Corporation could not 
make much progress even after a lapse of one year from the date 
of sanction of the Project and five years since the preparation of the 
Project Report in October, 1964. 

D. Completio. of Project 

6.D. The original target date for the completion of this project 
was December, 1973. The trial runs were expected to commence in 
early, 1974. This was to synchronise with the completion of the outer 
harbour at Vizag. 
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E. &tabUsllmeat Chaqes 

6.10. The Project Report envisaged Rs. 100 lakhs as establishment 
charges which was '2.63 per cent of the capital expenditure of RII. 
38 crores. The Incidental Expenditure viz., Establi5hment Charges 
during construction upto 31st March, 1969 was, however, Rs. 30 lakhs 
in a total expenditure of Rs. 129 lakhs viz. 23.25 per cent. 

6.11. Asked as to why no feasibility study was made before asking 
the Corporation to develop the project, the Chairman NMDC in-
formed the Commitee during evidence that the NMDC made a 
feasibility study and prepared a Project Report in October, 1964 for 
Bailadila Deposit No.5 which envisaged a ,production of 4 million 
tonnes of sized ore per annum with a capital outlay of 
20:01 crores including a Foreign Exchange component of 
6'46 crores. It was then proposed that the ore from No.. 5 
Deposit would be exported through the Visakhapatnam outer 
harbour. When the production of are from Kiriburu being 
exported through Visakbapatnam was switched over to 80-
karo, the total contract-actual commitment for export to Japan 
was then 6 million tonnes but in view of the geographical situatIon of 
Deposit No. 5 the Corporation felt that it would be economical to. 
develop a mine with a capacity of 4 million tonnes of sized ore. It 
would have given a total production of 8 million tonnes from the two 
mines in the area and would have matched the capacity of the Vizag 
Outer Harbour. In 1965 the Transport Ministry appointed consul-
tants for studying the optimum capacity of the Vizag Outer Harbour. 
The experts suggested certain modificatio!Js in the original scheme. 
They also said that even with modifications, the port would not be 
able to handle more than 6 million tonnes. In view of the reduceti 
capacity of the port, the Corporation worked back and it was consi-
dered desirable to develo.p No.6 to produce two million tonnes in the 
first instance later increasing production to 4 million tonnes. When 
a decision for a domestic steel plant based on Bailadila ore was taken, 
the Project Report for the exploitation of Deposit No. 5 was phased 
into two parts in July, 1966. Considering however the adverse eco-
nomics of amine with two million tcmnes capacity and a decision 
to construct a second port outlet (which eventually took the shape 
of the Vizag Outer Harbour) that would have a capacity to handle 15 
million tOMes ore, Government decided that Deposit No. 5 should 
be developed to raise 4 million tonnes of sized ore, as production in 
Deposit Nos. 5 and 14 was meant for export. 

6.12 The Chairman NMDC added that 4 Million tonnes Mine was 
certainly more economical than 2 Million tonnes Mine. 
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6.13. In regard to the change in the decision for the develop-
ment of the Project and its effect on planning of production. The 
Department of Mines in a written Reply stated that the Govern-
ment had taken decision to develop this Project to a capacity of 
4 m. tonnes of lump ore after taking ilito account the development 
and the associated infra-structure of railway and port facilities and: 
the interest of the Japanese Steel. 

6.14. The Ministry informed Audit in May, 1970 thRt in terms 
of an agreement concluded with the Japanese Steel Mills for the 
supply of 61.26 million Dry long tonnes of iron ore over a period of 
10 years commencing from April, 1971, a price of $ 10.30 per D.L.T~ 
was to be received in respect of the supply from Vizag Outer 
Harbour from wher,e iron ore from this Project was to be shipped. 
On the basis of this price, the Project was expected to incur a loss 
of Rs. 2.55 per tonne at a production level of 4 million tonnes of 
lump ore per year. 

6.15. The Deptt. of Mines stated that. the price of dollar 10'30 per 
D.L.T for supply from the Vizag Outer Harbour entered into bet-
ween M.M. T . C. and the Japanese Steel Mills was firm for the outer 
Harbour for ten years. 

6.16. In regard to Plant and Machinery, the Corporation inti~ 
mated after evidence that equipment to be supplied by Heavy 
Engineering Corporation Ltd., for Bailadila 5 Project had not 
been received. Against the original expectation of supplies by 
middle of 1972, the latest supply position was indicated as July! 
August, 1973 in respect of reclaimer, wagon loader and stacker. 
It was also stated that the latest delivery schedules for Primary 
Gyrator Crushers was MaylJune 1973 and that for Secondary Crus-
hers FebruarylMarch, 1973. If the latest schedule be adhered to 
it would not affect the schedule date of completion of the Project 
viz., June, 1974. 

6.17. As regards consultancy services, the Corporation stated 
that the work of consultants wa'" proceeding according to the 
schedule and upto June, 1972, they had been paid a sum of Rs. 54.07 
lakhs based on the quantum of work done. 

6.18. When asked whether time schedule for completion of the 
project would be adhered to considering the physical progress so 
far made, Corporation stated in a note after evidence that most of 
the works were by and large as per schedule except the tunnel 
where the project was behind schedule. The w.ork. for the tunnel 
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~as awarded \&J Mis. National Project Contn. Corpor~on Ltd., 
m. December, 1969 with.& completion schedule of 36 months. There 
had been considerable delay in the tunnel construction. Against 
a target of 1500 meters by end of August, 1972, Mis. N.P.C.C. had 
done only ,775 meters till 25-8-72. The matter had been taken up 
.at Government level so that Mis. N.P.C.C. improve their per-
formance. 

6.19. The Corporation further stated that "the main power 
lines have already 'been erected. Bench preparation work is satis-
factory. 90 per cent of the main road from Bacheli to Deposit 
No. 5 Hill Top has already been completed. 50 per cent of the 
excavation work at the Crusher site and Screening site has al-
~eady been completed. 90 per cent of the residential buildings 
'have been completed. The physical progress on the rest of the 
activities is as per schedule. The date of completion of Bailadila 
Deposit-5 is likely to be June, 1974 subject to:-

'(a) NPCC completing tunnel. 
(b) MAMC delivering Apron feederslrelated drawings etc. as 

per schedule now agreed. 

·(c) Conveyor Part It order cleared immediately by Govern-
ment as per Board's recommendation. 

(d) Conveyor Part III and other major equipment deliveries 
from HECIMAMC and other suppliers materialising as 
per contract. 

It was also stated that the Vizag. Outer Harbour Project is on 
-schedule". 

·6.20. According to the indication given by the Ministry of 
Shipping and Transport, theVizag Outer Harbour was likely to be 
.completed by May, 1974. 

6.21. In this connection it has also been stated in para 25(p. 9) of 
-the Fourteenth Annual Report of NMDC that driving of a tunnel 
through which the convey our system would pass was on the critical 
-path. In the intial stages, there was delay by Mis. NPCC to whom 
the contract for driving the tunnel was awarded. As a result of 
intervention by the Government, they gathered some momentum 
'after obtaining, in the beginning of 1971-72, the additional equip-
ment required. Since the end of April, 1972, there had, however. 
'been practically no advance on the inlet face where highly sheered 
-and flowing strata had been encountered. Further geologicall 
~tudies were in hand to assess the extent of this sheer zone. If 
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the tunnel Was' completed by March, 1974, the project could be 
commission ciuring September j October" 1974. 

6.22. It is seen that till March, 31, 1972, the cumulative ex-
penditQI'e on Establishment was ·Rs. 85.49 lakhs and the per-
centage of "Establishment Expenses" worked out to 7.89 per cent 
of the progressive expenditure on the project up to 31st March. 
1972. 

6.23. When asked about the reasons for the high incidence af. 
Establishment charges, the Corporation stated in the early stage 
of a Project, an adequate organisation has to be built up for its 
proper implementation. The progress of expenditure on "Plant 
and Machinery" and "Civil Works''t the major components of a 
Project cost estimates was, however, comparatively slow in the 
early stages. Hence, at these stages the percentage of expenditure 
on "Establishment" was high in relation to the total progressive 
expenditure on the Project. With the progress of work on a Pro-
ject (and consequently the expenditure), the percentage of pro-
gressive under "Establishment Charges" in relation to the progres-
sive expenditure on the Project tends to come down. (incidentally 
9t Kiriburu and Bailadila Deposit No. 14, the percentage of 
esablishment charges works out to 5 per cent of the final project 
cost). 

6.24. The corporation has since prepared the revised cost esti-
mate of Bailadila (Deposit No.5) Project at Rs. 48.69 crores 
(net) which includes a provision of Rs. 200 lakhs under "Estab-
lishment Expenses". This works out to Rs. 4.1 per cent of the 
revised cost estimate. 

The main reasons for increase in the estimate Ullder "Estab-
lishment Expenses" included in the revised cost estimate are:-

(i) Revision of wage structure of employees with effect from 
April I, 1970j and 

(ii) extension in the time-schedule ,for the completion of tne-
Project by about six months . 

• As per local verifi cation by Audit. this filUre is I eXClusive of expenditure on 
work charge establishment. 
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F. Project Estimates 

6.26. The Corporation stated in a written note that an estimate 
for Rs. 38.25 crores for the Project was prepared by the Corpora-
tion in August, 1969 and this was sanctioned by the Government 
on 14-4-1970 for Rs. 35.53 crores. Reductions were under the fol-
lowing heads:-

---------------------------------
Head 

I. Plant and Equipment 

2. Civil and Structural Work 

3. Spare parts 

4. Contingenics 

Reduction 
(Rs. in 
crorea) 

0'48 

0'45 

0'49 

6.27. In addition, Government took a credit of Rs. 0.26 crores 
in the Capital Estimate on account of the value of ore to be won 
during the period of construction, bringing the net capital estimate 
to B.s. 36.53 crares. 

Due mainly to escalation in prices since August, 1969 when the 
estimate of Rs. 38 crores was prepared, the approved cost estimate 
was expected to go up substantially. 

6.28. The Management informed in a written reply after evi-
dence that the cost estimates of Bailadila No. 5 sanctioned for 
Rs. 36.53 crores was revised for the first time in August, 1972 for 
a net capital investment of Rs. 48.69 crores taking note of the 
actual expenditure incurred, commitments made, the trend of prices 
and changes in the actual quantum of certain items of works on the 
basis of experience gained. 



95 

.6.29. Explaining the reasons for the increase over the orieinal 
.es~unates, the Chairman, NMDC informed the Committee during 
eVldence ~hat against the original provision of 12 dozers, they had 
now provlded for 14 dozers as they expected problems similar to 
Bailadila 14 and also against the sanctioned provision of 18 dum-
pers, a provision of 24 dumpers had been made in the revised esti-
mates. The revised Project Estimates had been approved by the 
Board of Directors on August 19, 1972 and were being submitted to 
the Government. The sanctioned estimates, revised estimates and 
the reasons for variations are given in the statement apprendix II. 

6.30. The Department of Mines however stated in a written 
reply in November, 1972 that the revised estimates were awaited 
.by the Government. 

6.31. Toe Committee note that a decision was taken to execute 
the Bailadila Deposit No. 5 in two phases, the first phase with 
production of 2 million tonnes and the second phase of 4 mlllion 
tonnes, to match the handling capacity of Vizag. Port. There-
after, with the scheme for expansion of the Vizag. Harbour, it was 
decided that it would be economical to develop a mine with a capa-
city of .{ million tonnes of sized ore. The Project feasibility re-
'Port was examined in August, 1968 and it was found tnat mine 
would remain a losing venture for all time to come, and that the 
project would be losing at the rate of Ks. 2.55 per tonne, on the 
basis of the price to be received in respect of the supplies from Vizag 
Outer Harbour and that the price for the supply to the Japanese 
-Steel Mills was firm for 10 years. The Committee were informed 
that the revised decision was taken after taking into account the 
development and the associated infra-sructure of railway and port 
facilities and the interest of the Japanese Steel Mills. 

6.32. The Committee are at a loss to understand as to how an 
investment decision on a Project with a capital outlay of more than 
Rs. 38 crores had been taken even with the full knowledge of the 
fact that it would be a losing venture for all times. 

The Committee would like that Government should carefully 
analyse the various components of cost and take concerted mea-
1nIres to ensure that tbe cost of production and transport charres do 
not exceed the sale price which is fixed with reference to the Inter-
national conditions. In fact with experience and large pro1!udton. 
it should be possible for the Corporation to reduce the cost of pro-
duction and increase the margin of profit so that it may act as an 
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incentive for developing more mlD1nlJ areas, stepping up tile ex· 
ports and wiaaiD, more foreip exchange. 

6.32. The Committee note that the revised estimates nbmitted 
to Government is in excess of original estimates by about 33 per 
cent and the excesses are mainly UDder Plant and Machinery, 
Civil and structural work. Establishment expenses, eonsultancy 
charles, and provision for future escalation. The Committee de-
sire that Government should carefully go into to the f1aIODS for 
the excesses before the revised estimates are approved as any 1l1ldue 
excess in the project cost is bound to atlect adversly the financial 
viability of the project. 

6.34. The Committee note that the original target date for com-
pletion of project was December, 1973 and the trial runs were to 
commence in early 1974 to synchronise with the completion of Vizag. 
Outer Harbour. While the Committee were informed that the Outer 
Harbour at Vi zag. is likely to be completed by May, 1974, the Com-
mittee regret to note the delay in the completion of the Dailadila No. 
5 Project. According to the present indication, the project is likely 
to be commissioned towards the end of 1974 only. 'l'hc Committee 
were informed that even this target is subject to completion of the 
tunnel work entrusted to NPCC by March. 1.974 and delivery sche-
dule of plant and machinery by the Heavy Engineerinl( Corporation 
Ltd. and MAMC on whom orders were placed even as early as 
March, 1969 being adhered to. The Committee were also informed 
that BEC would be able to complete the supply only in JulylAugust. 
1973. ' 

The Committee view with concern that even the p"e~cDt anticipa-
tion for completion of the Bailadlla No.5 Project cannot be adhered 
to unless the sister public undertakings are geared up to fulfil their 
contractual obligations to NMDC and adhere to their time schedules 
as otherwise the facilities provided by Vizag. Outer Harbour wonld 
perhaps remain un-utilised. 

6.35. The Committee need hardly stress that Govemment/Public 
Undertakings should realise that once a contractual commitment is 
made with a foreign party. Government should eMure through con-
certed measures that the commitments are honOured OK) as to generate 
and sustain the confidence '\'rith the foreign parties. The Committee 
would also like Govemment/Corporation that, with their experience 
of mining in the other projects, they should use the latest technology 
and equipments so as to achieve production at 8n economic cost so 
that the prices may be competitive. 
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G. t.adeqaate PlaDuiac for cODltruetion of a reatI· expeaditure of 
about Bs. 1 •• lakbs 

6.36. The BailadUa Project commenced the construction of a roa4 
fer connectin& the Deposit No. 14 and Deposit No.5. The capital cost 
ot this road was e5timated at Rs. 30 lakhs in November, 1967, which 
included Rs. 20 lakhs on account of the excavation for preparation 
of the road formation. Under the Articles of Association of the Com-
pany all capital works costing more than Rs. 25 lakhsrequil'e sanction 
of the Board and Government of India. The Project, however, called 
for the tenders fot the construction of the, Road in March, 1968, even 
though the Head Office desired that the estimates should be got ap-
proved from them as also the Government. 

6.37. It was at this stage, that the entire question of the desirabi-
lity of constructing the road was re-examined and it was concluded 
that the construction of the road was not economical. Instead the 
construction of a road between Bacheli and Deposit No. 5 was found 
to be of better functional utility and the road between Deposit No. 14 
and Deposit No.5 was abandoned. By this time, the Project had 
already spent Rs. 1.45 lakhs towards cost of labour and machinery 
employed for the excavation job and construction of the road from 
booth ends i.e., 600 metres from Deposit No. 14 and 4.5 K. metres from 

Deposit No.5. 

6.38. The Ministry stated (May, 1970) as follows:-

"The operation of the road from the end of Deposit No. 14 
would be made use of for transport of material for H.T. 
line. The road up to Galli Nallah (4.5 KIns.) from the end 
of Deposit No. 5 is a multipurpose road and serves the 
fowing purposes:-
(a) connecting the Project Service Centre area; 

(b) as an approach road to the magazine building; 
(c) as an approach road to the operation township area~ 
(d) ultimately leads to the Galli Nallah pump site, it 

would be required for central water supply scheme for 
the Project". 

6.39. It is observed by the Audit that "for the transportation of 
materials for H.T. Line, this type of road is not necessary". 

6.40. In this connection the Management stated that the aforesaid' 
road was planned and taken up in 1968 and at the same time the 
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-papers were submitted Dy the Project ,to Head Office for approval as 
'works in excess of Rs. 25.00 lakhs require sanction of Board and 
"Government of India. However, preparatory work was undertaken 
departmentally and 0.6 Km Road from Deposit No. 14 and 4.5 K.M . 
. from Deposit No.5 was departmentally prepared to make it jeepable. 
No. further action to make it a pUCCI! road was taken. In the mean-
time, the entire issue was re-examined in March, 1969 and it was 
concluded that a permanent road from Bacheli to Deposit 5 would 
'.be of better functional utility and economical. Therefore, the idea 
to make the road between De.posit-5 and Deposit-14 through Galli 
Nallah was dropped. However, it may be stated that construction 
of a Katcha road upto Galli Nallah from Deposit-5 and from Deposit-
14 to Galli Nallah was already under construction and was found 
necessary even in 1968 for the purpose of the construction of High 
.Tension Line which passes through Galli Nallah as the power has 
'been drawn from Deposit No. 14 Hilltop. The entire H.T. Line 
1llignment passes through deep jungle, Ghats and valleys and it was 
'simply not possible to construct a H.T. Line of this magnitude with-
out providing at least a jeepable road along the alignment. The 
-alignment passes near the road which was already constructed and 
to make. use of this road the alignments were also slightly amended. 
~ut for the road which was constructed in 1968 the construction of 
!H.T. Line would have been delayed considerably as it would have 
been necessary to provide a road. In any case service. roads to take 
care of the breakdowns of this line was necessary. In addition to 

·that the road constructed in 1968 was used for the H.T. Line, the 
:following purposes are also being served by the same road:-

(i) It connects the Project Service Centre Area and also Crush-
ing Plant site. 

(ii)This road also passes through the Transfer House at Down 
Hill Belt Conveyer where a road is necessary . 

. (iii) This road will also serve as an approach road to the Ope-
rational Township area. 

(iv) At Galli Nallah we are tapping water for our Crushing 
Plant and for our other water supply schemes and in any 
case a road upto Galli Nallah is required. The road which 
has already been constructed is being made use of the 
same purpose. 
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It is not correct to say that this type of road is not required for 
transportation of H. T. Line mafi/arial. The road which has been con-
structed is a purely kutcha Jeepable and Truckable road. The road' 
has already been made use of for much more value than the Project 
had incurred on this Kachha road, and has proved very handy in· 
the survey of Galli Nallah for Pump site and in the construction of 
H.T. Line, as stated above." 

6.41. In this connection it may be stated that the Financial Con-
troller of the Corporation in his D.O. letter No. IOD-13(1)/68-Bai1(5) 
dated 27th August, 1968 addressed to General Manager of the Project 
inter-alia stared as follows:-

" .... 1 advised as follows in my letter to you No. 68F/P&SI 
Dep-5 dated 2nd March, 1968. "Before tender papers can 
be checked, it is necessary to have the estimate on the 
basis of which these tender papers have been prepared. 
Will you kindly send me the detailed estimate for this 
work as vetted by your Financial Adviser. 

In the meantime general conditions and temlS fanning part 
of the tender papers are being examined in consultation 
with the legal adviser. 

Nevertheless, tenders were called for by the Project on 11th 
March, 1968 without taking into consideration the. views 
of the Head Office and without getting the estimates sanc-
tioned." 

6.42. In a note after evidence the Corporation have intimated the 
facts of the case as under:-

"The work of construction of the road was not started with-
out preparing estimates. An estimates for Rs. 29,61,300 
prepared in August, 1967 and duly concurred in by the 
Project Financial Adviser [subject to (a) excess over 
budget provision of Rs. 9.77 lakhs being included in the-
revised estimates; and (b) obtaining administrative ap-
proval] in October, 1967, was sent to Head Office along 
with draft NIT. The same was examined by the Chief 
Engineer (Fin.) in December, 1967 and the approved esti-
mate, with changes and draft NIT (Notice Inviting Ten-
ders) were sent back to the a.M. under H.O. letter No. 
100-1 3(1) I68-Bld-5 dated 12th January, 1968. The Pro-
ject treated it as appoved by Head Office. 
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The q.M. received a letter from the F.C. No. 68F/P.Bld. 5 

dated 2nd March, 1968 asking the basis for,preparation of 
the estimate for this road. He recorded on this letter that 
ihe papers regarding the road has already been .received 
from H.D. duly vetted long ago and perhaps the· F.e. had 
indicated the tunnel and' crushing and screening plant 
papers. The F.A. also recorded that NIT for the road has 
been vetted in December, 1967 and submitted to the Head 
Oflice and that this had since been received ill Finance cn 
27th February, 1968. Therefore, the. project presumed it 
had H.O. approval, NIT was issued to press indicating the 
suggestions of C.E. (PIg.) which in.ter alia reduced the 
estimate from Rs. 29.61 lakhs to Rs. 22.66 lakhs" 

6.43. In the meantime a Kachha Road was required upto Galli 
Nallah for carrying out survey and other works and this was, there-
fore done departmentally. As already stated this road also ultimate-
ly proved to be very useful for installation of HT lines and also as 
an approach road from Galli Nallah site to the new Township. 

6.44. With the joining of the new Chief Engineer in 1968 the en-
tire estimate for the road was re-examined and the proposal was 
dropped. Some work, however, had been done departmentally-
keeping in view future requirements. As this road ultimately prov-
ed very useful and as the procedure of preparing estimate before 
:floating NIT had been duly adopted, the matter was not pursued 
further.-~II 

6.45. In a note after evidence, the Deptt. of Mines stated that the 
estimates were prepared by the Project for Rs. 29,61,300 and submit-
ted to Head Office of NMDC on 26th August, 1967. This had the con-
. currence of the then Financial Adviser of the Project. His concur-
rence was subject to:-

(a) Excess in the estimate over original provision of Rs. 9.77 
lakhs to be provided in the revised e.stimates with suitable 
explanation; -and 

(b) Separate administrative approval being obtained. 

The estimate was sent to the Head Office along with 
a draft notice inviting tenders and these were examined 
by the then Chief (Planning). The estimates, with cer-
tain modifications, and draft Notices for Invitation of Ten-
ders was sent back b ytbe Head OffiCe ofNMDC to General Mana-
ger, BailadUa. The Project treated this as administrative approval 
Gf the Head Office. Notice for Invitation of Tenders was issued in the 
Press after incorporating certain suggestions made by Chief (Plan-
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. ning) which inteT .. aLia required reduction in quantities, thus ibr1b.g-
ing down the total estimated cost from Rs. 29,-61,300 to 22,66,050. The 
Notice for invitation of Tenders was issued after perusal·by the Fin .. 
ancial Adviser of the Project. 

After detailed surveys for location of screening Plant Railway 
siding, etc. and a township at Bacheli, as also the desirability of 
treating Deposit .. 5 as a separate project, in view of its size and mag-
nitude (rated capacity 4 million tonnes of sized lump ore per annum), 
it was decided by N.M.D.C. to drop the construction of the above 
road, as it would have served no useful purpose in the changed cir-
cumstances. 

Expenditure actually incurred was not specifically in connection 
with the proposed permanent road. In the meantime, a Kuchha. Road 
was required upto Galli Nullah for carrying out detailed Survey for 
dam and laying of H.T. line. Preparatory work was, therefore, start-
ed by the Project authorities departmentally and the Kuchha road 
was b4ilt upto Galli Nullah. 

In view of the above the proposal to construct the road was ulti-
mately dropped, and the question of any approval of the wOlk by 

. the Board Or by the Government did not arise. 

The Kachha road constructed was, as explained lho~,re, required 
in any caSe and hence its construction cannot be considered as irre-
~~ / 

6.46. The Committee regret to note that the work of construction 
~f jeepable road as part of the road from Bailadila deposit No.5 to 
deposit No. 14 through Galli Nallaha was undertaken departmentally 
and tenders were invited in March, 1968 even without a sanctioned 
-estimate for the work inspite of instructions from the Head Office 
that the estimate should be got approved from them as also from Gov .. 
'ernment. The issue was re-examined in March, 1969 and it was con .. 
,eluded that a permanent road from Bacheli to deposit No.5 would be 
of better functional utility and economical and therefore the idea to 
make the road from Bailadila No.5 to BaiIadiia No. 14 was nbandon-
ed after already incurring an expenditure of Rs. 1.45 lakh". Although 
the Corporation had sought to justify their action stating that but 
for this road, construction of HT line would be delayed and the road 
serves useful purposes, the Committee are not convinced as to why 
the General Manager of the Project should not have followed the 
prescribed procedure of taking prior sanction of estimates before 
tncurring any expenditure on the road. The Committee feel t~at the 
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explanation of the General Manager that he treated the letter ~om .. 
municating the approval of the draft NIT in January, 1968 as approval 
to the estimates, would seem to be an after thought. It is surprising 
that even after the headquarters had asked (in March, 1968) the 
General Manager, the basis of preparation ~f the estimate, the Gene-
ral Manager persisted in saying that the headquarters has already 
vetted the papers long ago. 

From a note received from the Ministry, the Committee note that 
it was decided by the NMDC to drop the construction of the above 
road as it would have served no useful purpose in the changed cir-
cumstances of the project and a Kutcha Road was required upto 
Galli Nullah for carrying out detailed Survey for dam and laying 
of H.T. line. Therefore, the question of any approval of the work 
by the Board Or the Government did not arise. As the Kutcha Road 
was required in any case, its construction cannot be considered as 
irregular. 

The Committee are not satisfied with the justification for the 
road as given by Undertaking/Ministry and feel convinced that had 
adequate care and caution been exercised in planning, the expendi-
ture of Rs. 1'45 lakhs incurred on the road could have been avoided. 
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A. Objectives 
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~'D. 'Towards the middle of ,~~5S the Government of India had set 
1Up~. ~ Coo.unit~ee ,to~ve.sti~ into the, problems of, the Diamond 
Mining Industry in the .former state of Vindhya Pradesh of which 
PQflIla formed a part. . The Committee recommended: that the Dia-
m~>nd Mining Industry sbould be taken over by Government and 
given a high priority in the Second Five Year Plan. Accordingly, 
Government decided in December, 1969 to hand over the Panna 
Diamond Mining Project to the National Mineral pevelopment Cor-
porati'on Ltd. for development. with a tentative target production of 

'9(},OOO r.arats of diamonds per annum during the Third Five Year 
Plan. The existing Panna Diamond Mining Project comprises two 
main mines viz. Majhgawan and Ramkheria. 

B. Project Reports and Revision thereof 

(i) Original Project Report 

7.2. The then Chief Engineer of Panna Diamond Project carried 
-out prospecting and detailed exploratory work in this area till March. 
1961 and on the basis of the data collected, the NMDC prepared in 
April, 1961 two Project Reports for Ramkheria and Majhgawan Mines 
-envisaging an annual production of 65,000 carats of diamond~ (Ram-
kheria 12,500 carats and Majhgawan-52 500 carats) at a total capital 
cost of Rs. 166 lakhs with a foreign exchange component of Rs. 56'9 
lakhs. These reports were approved by Government in November, 
1961 and February, 1962 respectively. 

(it) Consultancy Service 

7.3. In February, 1962, the Corporation appointed Mis. John 
Taylor and Sons, London for a period of 3 years to act as consult-
ing Geologists and Engineers and to assist on all aspects connected 
with the programmes of explorations and prospecting and the esta-
blishment of the two mines. As the Consultants expressed the view 
tbat the quantum of prospecting and exploratory work done was not 
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adequate, a re-apprailal of the capital COlt and eccmomicl of the: 
two projects was done in cODiultatioa with the conaultants and the 
Indian Bureau of Mines, and the following decisions were taken:-

(1) Further exploratory work should be undertaken immedia-
tely ~ ~~~, ~ ~9 )!m • .. , ~ ~ted cost of 
RI. 10 Iubs to ascertain the potentialities of the deposits 
at Ramkberia. 

(ii) The mine at Majhgawan should be developed in s~g~s. 
instead of developing It straightaway on the seale eil-
visaged :in the original Project RepOrt and potentialities 
of tJae Project should be ascertained through under~und. 
explorations at an estimated cost of RI. 15 lakhs .. Mean-
while, on the basis of sampling already done, the open 
cast mine should be explOited on a small scale of 750 
tonnes of tuft per day (i.e. 22,500 carats per annum). 

7.4. In view of the above decisions, the two p,rojects sanctioned 
by Gove~ment in Nove~ber, 1961 ~nd February 19{)2 thus become 
inop~rative ~d t~e expendit~re of Rs. 9.06 lakbs incurred on the 
preparation of the two project ~ports wa~ rendered infructuous. 

(iii) Revised Pro;ect Report 
7.5. On the basis of the further exploratory work done, the con-

sultants submitted in October, 1965 and November, 1965 the Revised 
Project Reports for the two mines. However, for reasons of economy, 
Government decided in September, 1966 to defer the two projects 
and asked the Corporation to exa·rnine the financial im-
plications of putting them on purely "care and maintenance" 
basis. Accordingly, the Corporation prepared two interim schemes 
which were also not considered practicable and economical by Gov-
ernment who asked the Corporation in March, 1967 to revive the 
two Projects. 

7.6. In June, 1967 the Corporation submitted the revised schemes 
for the two Projects envisaging an annual production of 23,250 
carats of diamonds (Ramkheria-ll,25Q carats and Majhgawan-12,OOO 
carats) at a capital cost of 173 lakhs (net) (Ramkhelia Rs. 68 
lakhs and Majhgawan-Rs. 105 lakhs) excluding Rs. 15 lakhs al-
ready sanctioned for further exploration work of Majhgawan. The 
schemes were approved by Government in December, 1967. The 
actual expenditure incurred on the two Projects up to 31st March, 
1969 amounted to Rs. 210·77 lakhs. 

7.7. It will be seen that the projects sanctioned in 1961-62 on the· 
basis of inadequate prospecting and exploratory data were completely 
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revised in 1965 were deferred in Septembe~, ~~ ~d were aaa1D 
~reviewed III J)ecember. 1967. The 'frequent revision of Govern-
ment dec~iona for the development of these projects was already 
commen~ Qpon by the Committee on public Undertakings in para 
180 of thej,r 1l~ Report (4th Lok Sabha- APril. 1~). 'l'be ober-
vations of the Committee were noted by Government (J4Ul~, 
1969) ,nd the Committee decided not to pursuetheif r~mmenda
tions. 

C. Project Report for Expansion of Majb,awllD MiDe 

7.8. It is seen from the annual report of the Corporation for 
1969-70 that a feasibility study for the expansion of diamond pro-
duction from the Majhgawan Mine from 12,000 carats per year to 
45,000 carats at an additional cost of Rs. 1.50 crores prepared by the 
Corporation was accepted by Government in principle. The Corpora-
tion was authorised to prepare a Detailed Project Reports also. 

7.9. The Corporation had accordingly prepared a D.P.R. for the 
expansion of the Majhgawan Mine from the existing capRcity of 
12,000 carats of cUamonds to 43,2.00 carats per annum. The D.P.R. 
was approved by the Board of Directors and was submitted to 
Government on 22nd May, 1972 for sanction. 

7.10. As regards the broad features of the project, the Chairman 
N.M.D.C. informed the Committee during evidence that the Pro-
ject Report envisaged about 5 million tonnes reserves in the area 
and the incidence would be 12 car.ats per hundred tonnes. The idea 
was to increase the capacity of the project from 12,000 carats per 
year to 43,200 carats. The mine would have a life of 15 years and the 
cost w,auld be Rs. 2! crores.· The projects was yet to be approved 
by Government. 

7.11. After eVidence, the Department of Mines stated in a written 
reply that the Detailed Project Report on Majhgawan Expansion was 
under technical examination in the Ministry in consultation with the 
concerned Ministries. 

The broad features of the Expansion Project were ,tated to be 
as foIlows:-

(i) Reserves (available for exploration) • S'4 m tonne •. 
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• >~.' { 

. ' 

(Ut) An1'lual production .-
, ~. , 

! '!. ' ~. r 
I.a carats. per 100 
, todllC.' u'pro 27' 5 
\ aletrea. 10, carata 

per 100 .. tonnes from 
'21'~ to <40 metres. 

43,200 carats 
(iv) Per~en~ of dia~londs, gems, off col~ and'tndw-

trial diamonds. . 32%, 4S% and 23% . 

(v) Life of the mine 

(vi) Foreign Bxchange .,. 
(vii) Capilllli COSt • 

(viii) Assumed sale price . 

I • '. It. - • '1' . ~ i 1 . 

IS years 

RI. 2' So lalths 

. Re, aS2 1akhs 

Rs. 270'00 per carat 
(grots) 

RI. 229'00 per carat 
(net). 

(ix) Averape.timated production COSt. RI. 194'00 per carat. 

(x) Return on capitalinvestment(Average) (before Taxadon) 4'11% 

While the return on capital investment was 4.11 per ~ent oa the 
average, it was sta.ted that the Project was sensitive to variations 
in incidence and sales realisation from time to time. 

D. Production Performance 

7.12. The following table gives the targets an actual production 
of diamonds from the two mines during 1968-69 to 1971-72:-

Year 

I 

1,68-69 . 

1969-70 

1970-71 

1971-12 

Targets 

Original Revised 

2 3 

16,600 9,000 

23.500 14,000 

23,25° 20,000 

S3.a50 19,000 

Figures in Carats 

Sbortfall 
Actual (in per-

Production cent.ge) 
(Col. 4 to 2) 

4 5 

7.445 44-8 

15,472 34'16 

19,°30 18- 15 

19,722 14- Ic) 
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7.13. The shortfall In production in 1968-69 bad been attributed 

to non-materia1isation of cez1;ain facilities, such as the· provision of 
qragline at Ramkheria mines and shovels at Majhgawa mines. 

7.14. &eak up Mtne-wise of the targets and actual' production 
during the years 1969-70 to 1971-'72 is given below:-

(FilUree in Carats) 

'Orilinal Reviaed Actual Shortfall 
tar,et&. tar,eta (in % 

CoL 4 to a) 

MajhgafDtm 

1969-70 . 12000 12000 II617 

1970-71 • 1:1000 laooo IS8I" 
1971-72 . ISOOO ISOOO IS643 
Ram1ehtria 

1969-70 . 11000 2000 3855 
1970-71 • nsoo 8000 3al8 
1971-72 . II2S0 4200 4079 

7.15. Giving the reasons of the lossessuftered by the Project the 
Chairman, N.M.D.C. said during evidence:-

"Because in one of the Mines (Ramkheria) where the target 
is 11,000 but our annual production is 4,000. So, the in-
cidence is completely contrary to the anticipation. The 
only way of saving is to close down, the Ramkheria 
operation where there is no life left and enlarge the 
"Majhgawan mine. If we close down Ramkheria and if 
we expand Majhgawan it would not make an adequate 
return on capital, but it would make 4.5 per cent." 

7.16. During evidence the Secretary (Mines) informed the Com-
mittee that:-

"of the two mines, Majhgawan has turned out to be better 
than what was expected of it. The target was 12,000 
carats, Jt gave 15,800 carats in 1970-71 and 15,700 in 1971-
72. Unfortunately, Ramkherla's performance has been 
much worse. The result is the one deposit counter-
balances the poor performance of the other to some ex-
tent. Its working is poor. NMDC proposes that It 
should be closed and Majhgawan should be ex-
panded.. The investigations show that Majhgawan 
can be expanded very substantially to 43,000 
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carats, but tbeii ·a~ a hudtb4i!t 61 other ifnt;1ieatians in 
clOling ~a mille. IUjha.W:iiii. ~Diion project 
~ haS jUJt COMe iii ani ite lift etilftfbfng it. At 
the . moment, ~I the two Uldtl tiWfletber, the panna 
Diamond Project h-. been losing. lJ1l1T0.0'71, there was 
a loss of 22 lakhs. In 1971-72, the provisional estimate of 
loss is 28.75 lakhs. When this expansion programme at 
Kajhgawan Is CoIilPleted, the project will cease to lose. 
The total tiivestment at Majhgawan is 105 lakhs and at 
Ramkheria RI. 68 lakhs, total is 173 lakhs." 

7.17. When asked about the reasons for the shortfall and the 
remedial measures taken to overcome them, the Corporation stated 
that while Majagawan had exceeded the rated capacity and had 
maintained its annual targets, the performance of Ramkheria vis-a-
"is rated capacity had been low. The principal factors responsible 
for the discrepancy between the rated capacity and annual produc-
tion at Ramkheria were as follows:-

(i) Against anticipated incidence of 23 carats per 100 cu. 
metre, the actual average realisation has been 13 carats 
only; 

(ii) the poor performance of the over-butden removal equip-
ment, continued unsattafactory after Wei service of 
draglines by Hindustan motors and aging of scrappers; 

(iii) the poor performance of the processing plant fabricated 
at site. 

7.18. Besides the poor economic, of present operation at Ram-
kberia itS continuous operation. was being further affected by in-
adequate reserves and continued lower incidence in the area leased 
oui to NMDC. The reserves portion of the area under occupation 
was as below:-

Block J (West) 1000 carats 
<average incidence) o· 13 carats MI 
Block II 5000 carats 
Average incidence o· is C"lrats MI 

The targetted capacity, as f·ar as !ta1!ikheria mine was concern-
ed was unlikeiy to be reached. 

7.19. In a note after evidence the Department of Mines stated 
that the Government wu awaiting the .teco:rrunenc1atfons of the 
NMDC regardiDg the future ievel of operatio~ at tlte .Ramkheria 
Mine and its economics, .and a decision would be taken after the 
Corporation's re<:ommendations had been received and examined. 
The actual expenditure incurr~ upto 31st March, 1972 was Rs. 65.85 
lakhs. 
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.. 1M. 'tIM, taddllitu. note that the .e~ ~ac.~ .,1 di~.on" 
hom the two miaes vb. a.mkberia 'aDd MajlapwUa feU Ihort of 
.the oriJiaal tageis""'l .... pertod froID 1 ..... '- lin-'ll. AI-
~ulh the o\'er~per~_ .. of PartfaIl of pWaedoa Iia the t.o 
~rojec.ta ioJ~ther Powed .. ~lkliDatreDli &am w.a per cent .. 
.1968-1. to 14. 10 per ceDt in 1m-7a, the .d..... peDOI'IIWlee III 
Majha,wan exeeeded. the taqet. aDd the performaDee of the 
Bamkheria mine. feU very .... ueJa 11110 .. the __ is. As ...... tW by 
.the representative of Depar_ent of lODes ~ endeDee, "the 
~ult is ODe deposit e01Ulter-bJlaDee, the poor perfoim... of the 
other. NDMC proposes that It should be closed down and Majh,awan 
. espanded." 

7.21. The Committee recret to &adtbat t~h the Bamkheria 
mine was taken up for exploitation on the buis of further prospeet-
Iiq and exp!oratery works done in eoDlUltatiOn with the Foreip 
Consultants and the IBM it eould not attain the tarptted eapacity, 
and the performance is only aMut ODe-feartb of the lariet. The 
'Committee, therefore, feel that evell the furftler exploralory and 
prospective works were not done with the neeessary eare ana eau-
tion with the result that the project is lotio, he.vOy. The COmmittee 
are not impressed with the statement of the MlDistry that "one 
deposit counter-balanees the other". The Committee take a IerioUI!I 
view of the undue haste with which the mlnew .. takeD up for ex-

'Plottation Without • tborougft and careful teehno-eeonomie study of 
'the projed resultin, in an lnfruetucnu expenditure. 

The ComDiittee stroorly reeolllDiend that the entire matter should 
be thoroqhlyinvestlpted by the Government as to the quantum 
of the loss and the respoDllibUity for Bueh eostly lapses be also 
1b:ed. 

E. Imports of Diamonds 

'(i) Policy objective 

7.22. From the annual report of the CorporatIon for 1969-70 it 
"Was noticed that at the instance of Government, the Corporation 
started importing rough diamonds from Ghana, German Democratic 
1tepublic and BrazU lfor SUpply and trade to certain imports of pre-
teious stones were a1so made from Burma. 

7.23. Th, pepartment of Mines in a note after evidence, stated 
'that the object of importing rough diamonds from abroad was to 
counter, to the extent possible, the squeeze by foreign monopolistic 
1IUppliers on the Indian Trade, .and to provide at least small quantit-
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:!:.:g~r!~:,~~~d:'1 t!~~~f;~ I~~i~~\~u'~~!I~fl .. ~~;4i~tqJ~ t~, at 
,~, •• : ... ~< '" l',~·. ; ;..._~; ~'~tJ'l t:·!)- l:·)-".~·:~';!~ .. .(I :',~J ';;,', '..,./c; ;;..; 

.). 7.24~ DurtDl' m4tDte,"~ i:chMtJ1tIJ\,;.MtfBc JS.M ,,·tltki the: 
pWicy. :objec.tive ,of Gov8rliDlMR· .... llIlda«l fbe'mvmc-(o' go 1ntlS' ~~~. 
p()rtial diunoatswei that thencn.i'pdra'ic*s" ah'6\!ld .. ~ fhe prt ..... 
mary ;JOUIlOe ,m.adatiicm t.:th .. ··in.i1baJ'.OUt'ee. ", ! t I " ," 

, "'.j I ',} ,'. 

7.25.' DUoriJil' evicIImcejlthe eecretayY,· '~~a.rtrnent ofh'ltne6. added' tbaj, ·111e, cODlid~s; . that· ,"'tlghetf With the G6vernment 
were t~he idea .. s'thltft the' tracie' W'as eompletely in' the 
hands ·Of·dle:,merolsinta. All sorie'Ofmalpractlees 'w~te gOing'on: 
Government had 3·n idea of it and the only agency with some eX-
pertise in handling diamonds being the NMDC. Government in· 
October" 1.970' nonunated . NMDC 81 a eanalising" agerlcy for rough 
diamonda to the'exteDtdf 10 per't!ent of 'irtlport replenishment. At 
least 90 petc_t.()f;thil tOtaHmpon'wa.s dtrne:byprlva1e merchants~ 
Their 'maj<lr :job . was to • set thamlleut arid! ( polished and then ~ 
export. The 10 per c~t_.aliaing"s been increased·to 20 pet' cent 
with efteetfl"Qrn 11~1 ~'Pril, ,tt7t.JI/ I 

. 7.26.T1te,'Ohairman, 'NMDCfurthel" informed' the'eommittee 
that, "Diy pret'ieoeisor wentl '8'broatl 1ioexplore die -po8llfb11ities 'of 
getting diamonds'from'either' Ghana or Congo. 'He visited both 
countriew:iHe'ofailed in Congo but In Ghana 1fe wel'eable to mak~ 
some . arrsUgemeM.s; ,Actuillly .tti8re is '4 ' CoYbl1ary to' this: The , 
number of Indian sight ~lde!'l'dDcl'ealed bet:ausewe visited the 
primary source. We continued to import rough diamo~ds. But 
we were i~portfr1g" di~morias I \\torth 'les,s ,tb8nRs. 10 lakhs.· Ghanll 
w.as 'tb,el'l ~dne' Big seller. We a'lso' br~ught diBthond~ worth Rs. ~8 
lakhs' from !G~rinany. Actually, they bought it from the primarY 
sourCe and then gave it to us. They only purchase from the pri.:. 
mary source was in 1970, frop;1GhB.J:la.. 4ctually we bought 20l' 
thousand carats at Rs. 78 lakhs. We bought very little quantity of 
Emaralds from Brazil." 

7.27. Asked whether the objectives in entrusting the work to 
NMDC was realised, the NMDC stated that at the time of NMDC'. 
negotiations 'With Ghana, there were hardy 4'or 5 Indian merchants 
to whom: tbeDilmond Tr&iing Corp0l'ationLondaowas giviDe 
diamond sights. Immediately 'following the completion of the 
memorandum of understanding with Ghana, the Diamond Trading 
Corporation raised the number of Indian sights to 1~. in order to 
counter ,any move by India to tum more to the primary sources 01 
supply than to the DiaI?ond Trading Corporation. 
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, 7.~8, The. Com.mi~t~e !Vantec:l, to, know., :wh~ tbe .J.mpoz:ts . were-
maqe fr~m Gh~~a ~apd q~r~. DeJXlO(l'Iltic RepubUc billy. 'Ehe 
Corporation stated that the only sources outside the controli of. the 
Diamond Trading Corporation which were prepared to deaF 
India were Ghana and GDR. (The import from Brazil was of 
emeralds and other . pn!cious" and semip~ious stories, and not 
,diamtlnds). In Ghana, the purchases were made on the basis 9t a 
,tender in aceordanee' with, their . roles' and 'regulations. An im-
port Ucence of 1\s:80 'lakhs \vai issued to the NMDC for purchasing 
the rough diamonds from Ghana. Out of thts77.41 lakhs was 
utilised in purchasing and importing 2,03,401.50 carats of rough' 
diamonds consisting partly of gems and partly of industrials, at the 
average rate of Sh. 42 per carat. In the case of GDR, the diamonds 
were selected by representatives of the merchants themselves and' 
the prices were negotiated by NMDC. The 1Ii-It· impl)rt was made' 
from GDR inl~ aDd middle of 1970 for about 5 lakhs. The' 
prices compared favourably with the international prices then in 
force. 

7.29. In this connectiO'n, the Department of Mines stated that in 
order to test the capacity of NMDC to participate in' the sale of 
rough diamonds in Ghana effectively, the Diamonds Marketing Cor-
poration invited NMDC to participate in a special sale organised in 
Accra in August, 1970. A t the instance of the Ministry of Foreign 
Trade, NMDC participated by sending a purchase delegation. Be-
fore proceeding to Accra, the delegation acquainted itself with such 
data as were available with the Collectorate of customs, Bombay, 
regarding the then current prices of various quantities of rough 
diamonds imported into India from different countries, including 
diamonds from Ghana Mines. This information was collected on a 
confidential basis by the then Diamond Vahlation Officer of the' 
Corporation wbo was on deputation with the NMDC from the Col-
lectorateof Customs, Bomb~.y, and who was .also a member of the 
delegation to Gbana~ Inforxnation bad also been collected from 
various sources in Antwerp, Amsterdam and London, regarding the 
price levels of Ghana diamonds from ti~e to time in the inter-
national markets. After reaching Ghana, with the assistance of 
the Commercial Counsellor in the Indian High Commission in 
Accra the delegation collected statistics of the Ghana Government, , '. . 
pertaining to eKpo,rts of rough dl~monds fr~m Ghana to vanous. 
countries of the worlci and the prICes at whIch the exports were 
effected .. The studies in Ghana showed that, during 1969-70, the 
price per carat at the various sales in Ghana, ranged between 
-41 SI:l. 9d. and Sb. 51. As against this, after a detailed assortment 
of the qualities and sizes, the delegation $rrjved at a price of 
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:Sh. 42 per ea.rat as being reaionable with reference to the size, 
IquaUty and proportion of the diamonds between gems and in-
Gustrials. 

7.:40. One basic assumption in making the purchase from Ghana 
WaS that the Indian ,diamond ~e would extend cooperation to the 

"NMDC in buyi.ng the rough diamonds procured by it from Ghana. 
This assumption did nqt, however materialise as the trade imme-

tdiately after th~ purchase, protested against Government's policy 
to enter the diamond trade. 

7.31. Asked whether any guide lines were given by Government 
· before asking the Corporation to undertake the impol'ts of rough 
• diamonds, it had been stated by the Corporation that IV> guide lines 
-were given by the Government. The intention walt that NMDC 
would try to import rough diamonds (both industrials and gems as 

'1;he primary source would not sell only the gems). The gem 
diamonds were to be made available to the r.utting and !,olishing 

· industry and the industrial diaMonds were to be sold to industrial 
\ users such as diamonds tool manufacturers who are on the list of 
;actual users. 

7.32. The imports were made in accordance with the intentions 
· of the Government. The trade did not, howt"ver iike Government's 
entry into the diamond trade and did not, therefore, cooperate with 
the NMDC in purchasing the importe~ diamonds except for small 

· quantities. The bulk of the imported industrial diamond had, 
· therefore, to be disposed of abroad. In the case of imports hom 
Ghana, there was a loss of Rs. 5.16 lakhs, afier taking into account 

· the interest on capitai to the extent of ns. 4.36 lakhs and refund 
()f custom duty, due . from the Bomhay Customs, amounting to 
Rs. 1.12 lakhs. The entire stock of diamonds imported trom Ghana 
had, however, since be~ disposed of. The disposal of unsold dia-
monds was made after contacting the principal purchasers of Ghana. 

· diamonds in bulk in Belgium and tondon. To meet the demands 
of canalisation, the NMDc had to import toUghs from abroad to 
ensure steady sllPplies to the trade. ThE' NMDC. explored the 

. possibility of enteting into arrangements wi-th 10reignsuppJiers of 
rough diamonds. The Corporation had now an at1'angement with a 
leading London firm for the import of r/lugh dtarhcnds on "con-

. slgnment" basis, viz., sale and remittanee of sale piocfJeds in reSpect 

.. {)f sold goods and retutn of the unsold goods. The ftrst sale of 
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cU~oiJ.ds ulicic!r Dds tirt*igetttent be'm on December 10 i91i. The 
pdstfton at the end of May, 1912 i~i ~ urider: - ' 

Idlpefta Sale.' Cloeiq Itocb 

carats lU.lakhs Carats lb.lakhl Carata RI. lakhs 

'Since inception to March 31,1913 174.621 108'11 1041736 15'18 69.891 32'99 

.A~lJ 1912 6.819 3'11 10.S15 6'48 66,195 29'68 
~ ----~ .......--. --Cumulative till April 4, 1972 181>446 III' 34 "S,a,1 81'66 66,195 29'68 

,May, 1973 35,980 27'53 22,180 32'80 19,395 34'41 

.cumutativetiU May, 31,1972. 2171426 138'87 138,031 104'46 19,395 34'41 

The Corporation had also imported:-

(i) rough diamonds of the value of about Rs. 15 lakbB 
from the German Democratic Republic (from intrac, a 
state-owned agency of the GDR); and 

(it) emerald and. precious and semi.precfcus stones from 
Brazil and UK for aoout Rs, to lakh! for sale to the mer~ 
chants who were interested tn cnriverth:g import JiCE"r..ces 
into release orders. 

The above transactions altoj!ether yielded 8 profit of about 
-Rs. 5.60 lakhs, thus wiping off eompletely the loss sustained In the 
Ghana deal. 

(ii) Stock of Rough Diam~d$ 

7.33. The e10sing stock of imported rough diamonds as on 31st 
July, 1972 was Rs. 86 lakh ~8pproxtmate), Asked as to hot\' far 
ibis would meet the total requiremerits of thl! country the Corpora-
tion stated that the Current import. of rough dJamond. by India 
were of the order of Rs. 2~ etores per year. The stocks held by 
NMDC aceount for lea than 2 per cent of the annual requirement 
of rough gem diamonds. NltIDC'. teaPoriIibility was. however; 
1imtt4!d to the supply df rough diamcnds a,3in'tt release orders 
hisued. on it under the eanalisatian acheD1e which btoaci1y, was for 
!O per cent of the repleniShment in l'eI~et of cut and polished 

-dtilnonds below 30 poiDts in wM8ht aDd RI. 1,125 per earat in 
value, the balance of the imports belDg made by the trade itself 
direetly. The wlume of outstanding release orders on 31st July, 
1972 was about Rs. 1.70 ctore&. The stocko thus account for about 

"21 per cent of the outstanding release orders. 
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7.34.. As regards the complaint that diamonds purchasedtrom a 

Company were resold to the same Company, the factual position 
was stated to be as under: - . 

"Imports of rough diamonds are being made by NMDC from 
the Star Diamond Co. Ltd London, from December, 1971, 
on "consignment basis". The diamonds are not purchas-
ed and paid for by NMDC in the first instance. The dia-
monds are merely sent by Star Diamond Co. Ltd., to 
NMDC for sales in India. In respect of such quantities 
as are actually sold by NMDC, the invoice price is re-
mitted by NMDC to Star Diamond Co. Ltd., and the· 
unsold goods, if any, are to be sent back to Star Diamond' 
Co. Ltd., after a specific period. There is thus no pur-
chase or any resale of the purchased goods by NMDC, 'bet 
Star Diamond Co. Ltd., and, in the circumstances, there 
has been no loss in respect of the imports from Star Dia-
mond Co. Ltd., on consignment basis." 

7.35. In a note after evidence, the Department of Mines have 
informed the Committee 'Ithat the importlexport of rough diamonds~ 
which was previously done by National Mineral Development Cor-
poration, has been transferred to the Minerals & Metals Trading 
Corporation, under the Ministry of Foreign Trade. The N.M.D.C. 
and M. M. T . C. are working out the details of the transfer of the 
concerned staff etc., to the latter. 

7.36. The Committee note· that in accordance with the policy ob-
iective of Govemment, to import rough diamonds from abroad to 
counter, to the extent possible, squeeze by foreign monopolistic sup-
pliers on the Indian Trade, and to provide at least small quantities of 
rough diamonds to the Indian cutting and poUshiDg trade at reason-
able prices, the NMDC was nominated as the canalising agency for 
the import of rough diamonds to the extent of 10 per .eentof the im-
port replenishment. NMDC imported diamODds so that the Corpora-
tion may secure primary source in addition to the normal source and 
started importing rough diamonds from Ghana and German Demo-
cratic RepubUc-abom RI. 10 laklts from Ghana and Ks. 15 lakbs from 
Germany. The Committee were informed that the basic assumption 
in making purehase from Gh ••• was that Indian diBIDond trade would 
extend cooperation to NMDC in bu,... the rough diamonds procured 
from GhaDa. This assumption did not, however, m.terialise as the 
tnde immediate1y after purchase protested against Government 
policy to enter the diamond trade with the renlt that the bulk of 
the imported diamonds had to be disposed of abroad and the whele 
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traB .. etlon;eaded kl a'ioss of more ~ as. 5.16 lakhs~ after takiDI 
into account interest 00 capital to the exte ... t of Rs~ 4.36 lakhs aDd 
refund of customs duty. The Committee were also informed that the 
-entire Itoek of diamonds ilnportedfrom Ghana had since been dis-
posed of. 

The Committe also note that NMDC in order to meet the demftnds 
bf canalization and to ensure steady supplies entered into arrana:e-
ments with a leading London firm for the import of rough diamonds 
on consignment baSis, and this transaction yielded a proftt of about 
Rs. 5.6 lakhs wiping off completely the loss sustained in the Ghann 
4~ _ 

7.37. The Committee are not able to lmderstand for rationale of 
-canalising the import of rough dialrtonds through the NMDC who are 
primarily concerned with exploration and development of minerals. 
The Committee are also distressed to note that before appointing the 
NMDC as the canalising agency for import trade, Government have 
not issued specific guidelines in regard to the particular quality of 
rough diamonds to be imported keeping in view the demands of trade 
and requirements of the country but simply left the matter entirely 
in the hands of the Corporation with the result that the transaction 
has not only ended in a loss of Rs. 5.16 lakhs but the specific objec-
tive with which this task was undertaken was not fulfilled. . , 

7.38. TIle Committee would strongly urge that the entire deal 
should be thoroughly investigated and responsibility for such costly 
lapses fixed. The Committee were now informed that the import 
and export of diamonds done by the NMDC has since been trans-
ferred to the MMTC. The Committee hope that the MMTC would 
ensure that such costly lapses do not recur and imports of rough 
diamonds are made in consultation with consumers. 

F. Cost Analysis 

7.39. The actual· cast per carat during 1968-69 was 127.5 per 
cent of the estimated cost (based on estimated production level of 
16,000 carats) and 86.9 per cent of the revised cost (9t a production 
level of 9,000 tarats). The Management expected that the cost of 
production during 1970-71 would be of the order of 47.8 per cent 
of the revised estimated cost of 1968·69, at a production level of 
23,250 carats. ----_._-

tProvisional subject to verification by Au:lit. 
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7.~. ~ Pf~l ~ 01. p:09~~ ~ ." ~ .~ ~ 
~~~~ ~ ~ ~ ~9l1p}v~:~ 

Year . '\' E~~~ J!~~~~ ~ 
COI1 pertCllt~r coM' ~f 

carat based carat based carat 
on original on revised 

budaet budlct 

Per~ to 
cOlUll\DI. 

---~--~--------------.... ------~--
1 

1969-70 • 

1970-71 . 

1971·72 . 

1972·73 (upto July 1972) 

2 3 

264'80 344'99 

271' 75 290' 36 

.Provisional 8ubject to verification by Audit. 

5 6 

-
-304'32 IJ5% 88% 

-288'02 106% 99% 
-342'45 

-313'01 

7.41. There was no proposal to set·up a cutting and polishing 
Unit for Panna Diamonds. 

lJ,xport of cut and polished diamonds would held in earning 
foreign exchange. But, for the time being, in view of the compara· 
tively high cost of production at Panna (on account of tbe limited 
output) the l06S might be minimised if sales were made as rough 
diamonds in India in order to take advantage of the higher internal 
prices for diamonds in India (the international prices were about 
20-30 per cent lower than the ruling Indian prices). 

7.42, The Secretary. Department of l'4ines stated during evi· 
dence that the Corporation had suffered a net loss of about 5 lakhs 
of rupees by importing the diamonds and then exporting them. 

'1.43. The Committee note that the actual cost of production of 
diamond per carat during 1968·69 was 12'1.5 per cent of tbe estimated 
cost based on original target production of 16000 carats fllr that year 
and 86.9 per cent 'of the revised cost based on revised target of 9000 
carats. 

'fbe Committee regret to note that the cost per carat during 
l.969--70 and 1970-'11 increased to 88 per cent and 99 per cent of the 
estimated cost based on the revised taqets of 14000 apd 20000 carats 
respectively. The Committee recoDlJDend that the COlporation should 
spare DO Mins ~ improve their productloa performante in Panna and 
ensure that the cost of production compares favourably with iuter-
national market prices 
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DONDIALAI IRON ORE PROJECT 

A. rellliWllt, JIeport 

8.1. In ~y, 1964, the Govemment asked the National Mineral~ 
J;levelopment Co'rpol'ation ~. to develop one or more of "the depo--
sits in the ~llary-HOIpet Iron Ore Range reserved tor exploitatioD' 
in the Pu~c ~tor ~ to prepare a feasibility report by the end' 
of December, 1964 for a mecbui.-i iron ore mine of the capacity 
of 7 million tonnes per annum. In October, 1964, the CorporatiOD'\ 
~k up the Ramandrug Deposit for investigation which was sup--
posed to be the most extensive deposit. 

8.2,. The adverse lump-fine recovery ratio, however, led to its 
being passed over after initial investigations. Thereafter, in Nov-~ 
ember, 1965, the Corporation entered the Donimalai South Block, 
and after June, 1966, extended its investigation to cover the North 
Block also. The geological investigations were done by the Geolo-
gical Survey of India in coordination and conjunction with NMDC. 

8.3. The feasibility report envisaging a capital outlay of Rs. 
21.50 crores (including foreign exchange element of Rs. 4.21 crores) 
for an annual production of 4 million tonnes of lump ore, fines and 
blue dust, was submitted by the Corporation to Government in Feb-
ruary, 1967 on the basis of data available upto June, 1966. This was 
considered by Government in July, 1967. 

B. Project Report 

8.4. On the basis of the detailed prospecting and investigations 
made by the Geological Survey of India, a Detailed Project Report 
was prepared by the Corporation in September, 1968 which after 
scrutiny by a panel ot experts was revised in December, 1968 and' 
submitted to Government for approval. In January, 1969 Govern-
ment approved of the Project, in prinCiple, but directed certain 
further studies. While framing the Detailed Project Report, it was 
anticipated that the Government's sanc'tion would be received by 
December, 1968 and the trial runs of the integrated plant would 
commence in September, 1972 and the mine was expected to go to 
into commercial production by January, 1973. Full production at 
the rated capacity was due to commence during 1973-74. How-
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ever, the administrative approval to the DPR was communicated by 
Ithe Government in January, 1971 at a cost <Yf Rs. 19.46 crores (as 
,against Rs. 21.54 crores with a tt""gn exchange component of Rs. 
171 lakhs) exchw;ng railway siding :and' seGOI1d1phase of township. 
In view of th.e delay in receipt of the sanction the final target for 
commissioning of the plaat "was)Wirg 'Placed in 1974. 

, , 8.5. 'In a note after evidence, the- Departlhent ~of mihes informed 
the Committee that the Project would be completed Within a period 
of 3·112 to 4 years from the date of .sanctioD·,)(i.e., in Jalluary, '1&71) 
and that the full rate of capacity would be achieved in a phased 
manner within a period of three ~ears after commissioning. Al-
though the cost estimates of the project were sanctioned in JanuarY; 
1971 ad hoc releases of funds were being made by the Government 
from time to time t'O' enable the . Corporation to carry on with the 
preliminary works at the site. The Corporation expected to com-
plete the project 'by last quarter of 1974 and achieve the rated ca-
pacity within the time spans envisaged in the Detailed Project Re-
port (1977). 

C. Revised Estimates 

8:6. The Management informed the Committee after evidence 
th~t the Proiect estimates had. however, been revised as a result of 
detailed testing in ?tational Mettallurgical Laboratory and fresh 
profitability was 'being worked out on the basis of revised estimates. 
The revised estimates as since drawn up are for an investment of 
Rs. 27.92 crores as against Rs. 19.46 crores originally sanctioned. 

8.7. The Department of Mines in a written note after evidence 
stated that the Corporation prepared the revised estimates of the 
Donimalai Project which had been approved by their Board in 
August, 1972. These estimates were yet to be received in the Mi-
nistry (The origk'lal sanctioned estimate was for Rs. 19.46 crores 
'and the revised estimates yet to be received is Rs. 27.92 crores). 
Expenditure of Rs. 69() lakhs has been booked against the project by 
the end of March, 1972. 

D. Profiltability 

8.8. According to the profitability study of the Project, based 
on 1968 estimates the Corporation expected to make a profit of Rs. 
71.57 lakha.@ Rs. 4.09 per tonne on the sale of lump ore and incur 
a loss of'Rs. 127.57 lakbs @ Rs. 7.29 per tonne on the sale of fines 
after taking 'inlo account export duty of Rs. 10.50 per tonne on 
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lump ore and Rs. 5.00 per tonne of fines (subsequently reduced t.o 
Rs. 4 per tonne). The overall annual loss, therefore, was esti-
mated as Rs. 56 lakhs on full production of 1.75 million tonnes each 
of lump ore and fines. The annual foreign exchange earnings from 
the Project were expected to be Rs. 23 Crores at the current prices. 

8.9. ' The M~agf:ment had stated (December, 1969) that:-
" ........ while the projected I09S will be to N.M.D.C. 's ac-

count there will be n-a 105S to the national economy on 
account of the Iron Ore and fines exported from Donimalai 
because of the earnings of the exchequer by way of export 
duty." 

8.10. To a question whether any fresh profitability was under-
taken after the revision 'Of estimates, the Management stated in a 
n-u:te after evidence that theProjectestlmates had been revised and 
the profitability was being worked out on the basis of revised esti-
mates. 

8.11. The Management had stated in a written reply that the 
Government, while communicating the sanction for cost estimates 
of Rs. 19.46 crores in January, 1971, had also' stated that in order to 
improve the financial' 'viabili4ly of the Project, ·,a Pelletisation Pro-
ject should also be taken u.p. 'Th€ services of Mis M. N. Dastur 
& Co; had already been engaged to conduct t8ehno-eeonomic team-
bility studies on benefication and pelletisation OIl Dommalai Iron 
Ore in August, 1968; On the basis of field studies' and laboratory and 
pilot plant test data 'On are samples supplied by the National Met-
tallurgical Labora.tory, Mis Dastur & Co. submitted their report in 
December, 1969. They recommended the Rettingup of a pell~ plant 
of 1.5 million tonnes capacity -at a cost of Rs. 19.1 crores including a 
foreign exchange content 'fIf Rs. 39 million. The cost of 2 milllon 
tonne plant was indicated by them as 222 million. 

"8.l2.'Asnearly tmee years had elapsed. sin<!ethe report! olDas-
tUf it'Q)" wAssubmitted;ttwas consider:eci'necessary to upldate 
thecapital'and operating costs and include ancillary facilities etc;, 
a~well as the revi~ eootwmics'-of'theproject based ()'Jl the latest 
infonnation 'avail8.Ole so that" the Government'eould take inveat-
ll\E!Itlt decision" on the project, '!"he • -teelinQ..«onomic feasibility rlt" 
~"subm.itted' by M!.,Dutar &C6. forinsiallation of Donimalai 
Pelletisation: .plant had mrlcebeeri ,&naliaed, by the Corporation.· The, 
capaCity, oIftbe'.~leUsationplaftti. nOW',proposed to be two mil-
lion toones per year with Ian estimated capital investment of n.. 33 
298 LS-9. 
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crores approximately. The Report was sent to Government on 
J UM' 20, 1972. The total cost of pelletisation plant had been esti-
mated at Rs. 33 crores including foreign exchange cost of Rs. 8.5 
crores. 

8.13. In a note after evidence, the Department of Mines stated 
that the aforesaid report had been considered by the inter-Ministe-
rial group in a meeting taken by Secretary, Department of Mines 
on 9th August, 1972 and had been generally agreed to by various 
Ministries. A draft Cabinet paper on these discussions had been 
circulated to 'Concerned Ministries on 6-9-1972. Their comments 
were awaited. 

8.14. Simultaneously Government had authorised NMDC to 
prepare tender papers fur two million tonnes pel1etisation plant so 
that the tender could be issued as soon as investment decision was 
taken by the Government and conveyed to NMDC. 

8.15. It was also stated that lump ore and pellets produced at 
Donimalai Mine were being considered for export to Japan or other 
European countries, and that MMTC in association with NMDC was 
exploring the possibilities of a market. 

E. Economics of the Project 

8.16. The overall economics of the composite project viz. mine and 
the pellet plant had been worked out on the basis of production of 
1.45 million tonnes of lump ore and 1.8 million tonnes of pellet per 
annum, both at 90 per cent (1f the rated capacity and on the basis of 
an assumed FOBT export price of $ 10.30 per DLT for lumps 
(-30+ 10 mm) and 26.5 cents per M.t Fe elF for pellets, the return 
was estimated to be of the order of Rs. 290 lakhs per annum, which 
worked out to about 9 per cent on the equity capital before tax <1n 
the FOBT basis. 

8.17. The Committee note that while framing the Detailed Pro-
ject Report, it was anticipated that Government's sanction would be 
received by December, 1988 and the Project would go into full pro-
duction'by 1973-74. The Committee regret to note thet Government 
had taken two years to approve tile DPR although they had com-
municated their approval in prlbt!iple as early as January, I •. 
The Committee also recret to observe that on account of the delay 
in the sanction of estimates, not only has the cost of project incre .... 
ed "ut the completion of the project has also been delayed by three , 
years. 
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8.18. The Committee further obterve that even the revised esti-
mates .proved by the Board in August, 197% are still awaiting sanc-
tion by Government. 

h 8.Lt. The Committee also regret to add that so far no decision has 
been taken oft the techno-economic feasibility report prepared by 
Mis. Dastur & Co. on beneficiation and pelletisation on Donimalai 
Iron Ore submitted by Corporation to Government in June, 1972. 

8.ZO. The Committee need hardly stress that Government should 
not rush to take an investment decision on the project unless and 
until a thorouJ'h and critical analysis of the techno-l"Conomic! feasi· 
bility report is made and Government are satisfied that the project 
would be financially viable. 



IX 
," 

I. FEASIB~ITY STUDI&S "i 

'9.1rB~sides the various other projects entrusted to' tpe Co-rpora\~ 
tion for development the Government had' ~ked the Corporation 
tb~ undertake the feasibility studies in respect of. the foHo.wing:-. 

(i) Kudremukh M~gnetit~iron (,)re :studk~ 

(ii) Rock Phosphate studies ,at Mussoorie. 

A. Kudremukh Magnetite iron Or~ 

Feasibility Report 

'. ' 
" 

9.2. Realising the importance of the reports of magn~titelqua1'ti
zite ore existing in the Kudremukh-Gangamula range of hills in 
the Chikmaglore District of Mysore State approximately about 60 
kilometres from the port of Ma,ngalore. The National Mineral 
Development Corporation was asked by Government in 1963-64 to 
undertake the feasibility studies for the production of magnetite 
ore in that region. The Corporation accordingly took up a prelimi-
nary survey of that range in April, 1965 and later took up the mag~ 
netite deposits at Aroli range for detailed prospecting as the depo-
sits were nearest from the proposed port of Ma,ngalore. The 
detailed prospecting and geological mapping at Aroli-Kudremukh 
l,mdertaken by the Corporation from December, 1965 to November, 
1966 proved a vast reserve of magnetite ore on the Eastern Coast 
near the new mangalore Harbour. 

9.3. On the basis of the prospecting done, test results of the de-
posits, and the technical advice obtained from the fqreign experts, the 
Corporation prepared a feasibility report in April, 1967 for the annual 
production of 14 million tonnes of Run-of-Mine (to produce 4 million 
tonnes of concentrates) at a capita,l cost of Rs. 55.83 crores (exclud· 
ing capital) with foreign exchange component of Rs. 19.43 crores. 

9.4. In October, 1968 Government agreed for fUrther investiga-
tion of these deposits by the Corporation with the technical colla-
boration and financia,l partnership (not exceeding 49 per cent of 
the total ~ost) of M!s Marcona of USA and the MaN Group of Japan 
at a cost not exceeding Rs. 45 lakhs to be shared' in proportion 01 
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IiI per ~ent for NMDC, 25 per cent for Marcona and 24 per cent the 
MON; Group. The techno-economic feasibility studies was iaunched 
on 1st December, 1968 and was scheduled to be completed within 
18 months i.e. by 31st May, 1970. The studies were, however, com-
pleted in March, 197(} 8.t a total cost of Rs. 40.84 lakhs well within 
the approved budget and report was submitted to Government in 
May, 1970. While approving the feasibility report in principle Gov-
ernment had authorised the preparation ofa Project Report to form 
t.l-te basis of the investment decision and also sanctioned a further 
amount of Rs. 32.2 lakhs for the Project Report studies, for running 
the project on "Care and Maintenance" basis during the period June-
Novem~r, 1970. The preparation of detailed project report was 
commenced in June, 1970. 

9.5. The break-up of the additional expenditure sanctioned was 
as follow: - ... 

(i) Care & Maintenance 

(ii) Advance action 

(iii) Engineering studies 

(iv) Laboratory tests el '. 

'1 (l'JAL 

Capit91 Operalional Total 

(Ra. in lakhs) 

2'20 9'7~ n'9~ 

4'55 2'40 6'95 

12' 25 12'25 

0'45 0,60 l'OS 

7'20 25'00 32 '30 

The contributors to the vertture were expected to subscribe as 
below:-

(i) NDMe 511h. 

(ii) Marcona 25% 

(iii) MON group 25% 

TOTAL 

Capital Operational Total 

(Rs. in laths,) 

3·672 U'750 16'4.7.2 

1,800 6'2~0 8'050 

1'728 6'000 7'728 

7'20 25'00 32'20 

9,6, 'The Detailed Pro~.ect Report was prepared .and submitted. to 
the Government of India i~rch,19'71. The Investment polley 
decision by the Government was still awaited. The collaborators 
had agreed to share the 'Care and Maintenance' expenditure both 
on operational and capital in the same ratio from 1st June, 1970 to 

\ 
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31st March, 1971 till the investment decision on D.P.R. was reached. 
As the Collaborators had declined to share any expenditure beyond 
December, 1971 the care and maintenance establishment at Kudre-
mukh had been closed since May, 1972 except for Watch and Ward 
staff and small nucleus of officers and staff at Mangalore a.nd a few 
survey pa,rties. The nucleus establishment was undertaking a 
number of advance action in the area of surveying location of a con-
structing material, soil testing, acquisition of land and leases, power 
supply, water supply, railway siding for store handling, additional 
metallurgical studies etc. Government of India had also authorised 
marine survey (Wave and current surveys) near the single buoy 
mooring site of Mangalore port. For the work of wave-current 
surveys NMDC had a.ppointed Mis. ElL as consultants and Mis. CGG 
of France as contr,actors. 

9.7, According to para 43 of Annual Report 1970-71 (p. 15) the 
project Report envisaged a production of 7.5 million tonnes of iron 
ore concentrate assaying over 66 per cent Fe with a size distribu-
tion of 70-80 per cent minus 325 mesh suitable for the manufacture 
of pellets. The size consistency also enable the concentrate to be 
transported from the mine to the port and intO the ship through 
pipe-line system in the form of slurry. The scheme was to trans-
port the concentr·ate to Japan and Europe fn Bulk ocean carriers 
specially designed for slurry loading, transportation and unloading 
using .Marcona flow Technique. 

9.8. In a note after evidence, the Department of Mines stated in 
this connection that the transportation of iron ore in slurry form 
through a.n off shore terminal had been found to be much more 
economical than transport of iron ore in pellet form from the port. 
It had been estimated by a stUdy group appointed by the Govern-
ment t~at transportation of ore in pellet form would involve (i) an 
additional capital expenditure amounting to Rs. 41.40 crores includ-
ing cost of additional port facilities and of the required number of 
ships, and (iit an additional, recurring operational expenditure, on 
account of higher freight and port charges, estimated at about Rs. 15 
per tonne in the case of export to Japan and Rs. 20 per tonne in the 
case of export to Europe. 

9.9. It has been intimate. by the Department of Mines that hav-
ing regard to the size and magnitude of the project; the expected 
investment; the complexity of the technology involved; and other 
relevant considerations, Government considered it necessary to sub-
ject the Detailed Project Report to a thorough technical and econo-
mical evaluation through various Committees and groups appointed 
by it. These studies had been completed in 1972 and the recommen-
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dations made by' the Committee and groups were now under consi-
deration of the Government at the highest level. Keeping in view 
the urgency and importance of the project, Government expected 
to complete their examination a.nd take a decision as early as 
possible. 

9.lO . .In a subsequent note (March, 1973) received from the Cor-
poration it was stated that Government have accorded their invest-
ment decision in principle subject however, to a long terms sales 
contract for substantial quantity of the annual production. It was 
also stated tha.t the project when completed would be the largest 
Iron Ore Mine in the country and in fact in whple of the Asia. It 
envisaged mining of 20.6 million tonnes of magnetiteiquartzite ore, 
concentrating it to produce 7.5 million tonnes of high grade concen-
trates of pellet-feed size, transport and loading of concentrates 
through a pipeline in the form of slurry and export of concentrates 
in large slurry carriers. The estimated ca.pita! cost of the project 
stated to be is Rs. 183 crores. 

9.11. The Committee note that though the techno-economic studies 
weI'e completed as early as in March, 1970, it had taken one full year 
for the Corporation to prepare the detailed project report. During 
this period expenditure was incurred on 'care and maintenance' basis 
and this was agreed to be shared with the foreign collaborators till • investment decision was taken by Government, in the same ratio as 
originally accepted for the period from June, 1970 to March 1971 
sultsequently extended upto December, 1971. The collaborators 
declined to share any expenditure on 'care and maiatenance' beyond 
December, 1971 and, therefore, 'care and maintenance' estiabHshment 
was practically closed from May, 1972. 

The Committee were informed (March, 1973) that Government 
have accorded investment decision in principle subject, however, to 
a long tenns sales contract for a substantial quantity of the annual 
production. The Committee would, however, strike a Dote of cau-
tion that Government should undertake a careful and thorough eva· 
luation of the technology and economics of transporting the concen-
trates of pellet feed through a pipeline in slurry form and export-
ing them in large slurry carriers before a long terms sales agree-
ment is considered. 

The Committee need hardly streu that o..ernment shoul' learn 
a lesson from their past experience and ensure that the shortcom-
inls whith adversely affected the operation of the other projects do 
not recur. 
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9.12. Needless to emphasise that the execution of this project 
should Iyaehroaise with the development of the hbtterland' of 
Mangalol'e wbieh is being developed as a major p~rt. Since this 
mine ore is for export purposes, the COlilmittee need hardly point 
out that there should be close co-ordination with the Mangalore 
P~rt authorities from the very beginning so that the requisite faci-
lities are developed in time. 

B. Mussoorie Rock Phosphate Operations 

9.13. Government decided, in February, 1968 that NMDC should 
prepare an appraisal report for starting a rock phosphate mine based 
on the deposits in Mussoorie area other than Maldeota block. Work 
was started by NMDC in April, 1968. Action was, therefore, taken 
to organise a base camp and to depute an advanc~ t~am to get tile 
work of field investigations and exploration going on. A prospect-
ing camp w~,s established on 8th October, 1968, 'at Mussoorie. Pros-
pecting licence for the entire phosphate r.earing deposits expecting 
Maldeota i.e·. Paritibba, Chamasari, Kimoi, Masrana, Mathiangaoo 
Bhusti and Nagini was gran~edin fav()uJ:: of NMDC ,although, to be-
gin with, eorts wer~.,concentrated on th~ Paritib.ba bloc~ .. Again 
Gov~rnmen~ d.ecide~ •. in July, ,1968 th~~ ~MDC sho~ld also· e~plore 
the Masrana area. Further, it was decided, in DeceLPber, .196~ that 
~ view otits richpotentWllDur~lUa,. area should also. Qe includ~.d 
in the ~?,ploration prog.-..mme. of NMDC and G.S,I. ;PL1rsuantto 
thii deCision, oper.ations,. thus, !!OV~r .now. three areas viz. Paritibba 
Masrana and Durmala. ,~ J 

9.14. Accordi~gly a prei'iminary e'xploratioin report 0'0 the geology 
and mining of Paritibba-Chamsari-Masrana rock Phosphate de'posits 
was prepared by NMDC, in November, 1968 indicating the total 
quantity of surface. drilling, ~ploratQry p1ining and trench cutting 
required to be carried out at these three blocks in connection w~th 
~. explw:ation programme, tl)e progress achieved tjIl tll~n and the 
balance to be achieved. The exploratory operations at Paritibb.~~ 
Chamasari was complete. Ourip.g ~70,:,71t;lle w9rlF on majOJ' P9.r:-
tions of Bhusti and Durmala. are~cQmprising deep tren~hing.pik 
ting additing a,s well as t~ail Plinin& was in progress .. A~Jt from 
this, sufficient numblTF of samp\es o,f the deposits will also he, su9; 
mitted to ore dressing tests. 'I • 

9;15. Although.the/techno--econ~~ uasibUity, repor.~ .was ex-
pected tel be,ready boy Oc:tobflr. 1969_..the Detailed P..r~iect Report 
by Def,!ember,.; 1~ the .. lechno.ec~rq~i feasi}:)illty . f~PO~' q.ad .'Ilo~ 
been prepared by April, 1970. The Geological Survey of lAdia had 
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placeq ~ sum 'o,f Rs. 43 lakhs (Rs. 24 lakhs in 1968-69 and Rs. 19 lakhs 
in 1969-70) at the disposal of the Corporation for meeting the ex-
pendit~r~ on' the above investigations. 

9.16. After (om~.Ietion of first stage of exploration at Mussoorie, 
it was decided that a trial mine at Durmala (one of the promising 
deposits of the area) may be taken up by the Corpl1I'ation. For 
the completion of this study the Ministry agreed to the extension 
of time for submitting the Feasibility Report upto 31st December, 
1971. 

9.17. However in May, 1971 Government decided that the ,opera-
tiom at Mussoorie may be transferred to the Pyrites and Phosphates 
Ltd. (another Government Company). Consequent on this decision 
NMnc closed aown the Musscerie Project with effect from 15-6-1971. 
The transfer of the project to P.P. & C. Ltd., had however, not yet 
been finalised. The men and material had been transferred to various 
other Iron Ore Feasibility Studies. 

9.18. The Expenditure incurred so far on the operations is as 
under:-

Upto 3[-3-1971. 

1971-72 

TOTAL • 

(Rs. in lakhl) 

44' 10 

2'91 

47'01 "._---_. 
9.19. The Committee note that NMDC commenced t~e investi-

gations of Mussoorie Rock Phosphate as early as October, 1968. 
Although the techno-economic studies were expected to be ready 
by October, 1969 and the Detailed Project Report by December, 1969, 
the techno-economic feasibility report had not beeD prepared by 
April, 1970. The Committee find that only the first stage of explo-
ration operations of the project had so far been completed and the 
~istry ha,d agreed to give extension of time for the feasibility 
report upto Decemiter, 1911. The Committee note that in May, 1971, 
the Government had decided to transfer these operations to the newly 
fonned Company viz. Pyrites, Phosphate!! and Chemicals Ltd. The 
NMDC closed down the Project from 15-6-1971. 

The Committee would strongly urge that Government/P.P. & C. 
should take immecUate steps to examine the economics of the project 
t:arefully 8IUl iDitiate further action for exploitinr the min., as 
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otherwise the expenditure of more than Rs. 47 lakhs meurred by 
NMDC may become infructuous. The Committee would like to be 
kept informed of the action taken in the matter. 

II. FUTURE PLANS 

9.20. In addition to the existing projects, the NMDC is also cur-
rently engaged with the following detailed investigating schemes:-

(i) RamadruglKumaraswamy 

9.21. With the decision to locate a steel plant at Vijayanagar, it 
became necessary to build another mine based upon Ramadurg/ 
Kumaraswamy iron ore bodies in Bellary-Hospet arel. The mine 
would be developed taking into account the additional export targets 
as well. With these objectives in view, NMDC had started detailed 
prospecting at Ramadrug during 1971-72. The GSI were working 
at Kumaraswamy. Based upon the geological and metallurgical 
work at Ramadurg and Kumaraswamy, it should be possible to take 
a decision on the deposit likely to be developed by early 1973. 

On the basis of evalution of the two deposits with reference to 
the Geological Survey reports, Kumaraswamy was considered more 
favourable for earlier development because of its being a more 
concentrated deposit (181 million tonnes of iron ore in a length of 
2.5 kms. at Kumarsawamy as compared to 220 million tonnes in 
10.6 kms. in Ramadurg), its being richer in quality (everage Fe at 
Kumaraswamy 63.89 compared to 63.2 at Ramadurg) and its less 
waste content. 

A detailed plan of engineex:ing survey and investigation for 
Kumaraswamy leading to preparation of Detailed Project Report for 
establishing a mine at Kumaraswamy Deposit is being taken up. 

(ii) BaiLadila Deposit No.4 

9.22. The Geological exploration of Deposit-4 in Bailadila for 
development of a third mine was ta-ken up in November, 1968 with 
the sanction of the Government at an estimated cost of Rs. 12.50 
lakhs. In view of Government's decision to set-up a steel plant at 
Vizag which was likely to be commissioned by 1978, it was proposed 
to indentity the exploration being carried out at Bailadila-4 so that 
Detailed Project Report could be prepared latest by 1972-73 and the 
mine was ready for production by 1978. 

The geological and metallurgical work was expected to be com-
pleted by early 1973, after which the project planning would be 
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undertaken. The work in hand would also help the progress of 
Bailadila Pelletisation. 

9.23. The Committee hope that in view of the export commit-
ment to Japan from the Bailadila Sector the work on Bailadila-, 
Deposit No.4 would be accelerated. 

(iii) MeghahatabuTU 

9.24. In view of the Government decision to develop the Megha-
hataburu Iron Ore Deposit to feed the iron ore requirements for 
the second phase of the Bokaro Steel Plant which was likely to be 
completed by 1975-76, it f be.::ame necessary to take a crash pro-
gramme for completing the detailed exploration of the deposit. The 
NMDC had completed prospecting of the depvsit including core-
drilling of ISO!) m. in 1962-63 on the baSis of which a Detailed Project 
Report was prepared which recommended additional quantum of 
work for a detailed evaluation of the dep;1sit. Further in view of the 
rigidity of the specifications of the ore required by Bokaro, extensive 
core-drilling was pre-requisite for (a) proper ::tdvanced mine plan-
ning, (b) working out precisely the grade of ore available in Megha-
hataburu, and (c) for actual quality control programmes during the 
production stage of the mine. 

"_:"aU' 
In order to take up the proposed/exploration work, a scheme at 

an estimated cost of Rs. 86.85 lakhs was submitted to the Govern-
ment on 30-11-1971 the sanction for which had not been received. 

A detailed plan of engineering survey and investigation leading 
to preparation of detailed project report by July, 1974 had been 
drawn up Engineering Survey had already been started. 

9.25. The Committee would like Govemment to take up the 
development of the Melrhahataburu Project only after careful 
exploratory .tudies and assessment of the economics of the project 
~ ensure supply of ore of appropriate quality and specification to 
Hokaro Steel Plant. 

(iv) Investigation of Diamond Project in Andhra Pradesh 

9.26. The Corporation took this investigation at the instance of 
tt\e Department of Mines & Metals and wu for the present intend-
ed. for preparing a techno-ecooomic feasibillty study report on 
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"Diamond Belts in Andhra Pradesh". These investigations· would 
embrace:-

(i) Conglomerate deposits of Ramallakota and Bengnapalle 
area (near Kurnool). 

(ii) Kimberlite diamond pipe of Wajrakarpur (near Gunkakul) 
and Latta Varam in Anantapur Distt; and 

(iii) Alluvial gravel deposits of Krishna River b:lsed in Kurnool, 
Mahboobnagar, Guntur and Krishna District. 

The investigation of Bangnappalle conglomerate deposits was 
taken up, in August, 1969. The funds requirements were included 
in the Budget proposals for 1968-69 and 1969-70 submitted by NMDC 
to Government. However, no specific allocation of funds was made 
out vide their letter dated 10th April, 1969 Department of Minea & 
Metals approved expenditure of Rs. 16 lakhs. 

Actual expenditure during 1968-69, 1969-70 and 1970-71 wer~ 

Rs. 2.31 lakhs, Rs. 14.00 lakhs and Rs. 13.12 lakhs respectively. 

21 carats of Diamonds had been recovered during 1970-71. The 
stock of Diamonds as on 31-3-1971 was 45 carats. 

During evidence, the Chairman. NMDC stated that the ,Corpora-
tion abandoned the project because the incidence proved very poor 
(4 carats per 100 tons) and cost of production exceeded Rs. 500.00 per 
cara.t. 

(v) Emerald Investigation in Rajasthan 

'9.27. At the 107th meeting held on 16th June, '1969, the Boai'd of 
Dh'ectors approved the preliminary mvestigations for emeralds in, 
Rajasthan. Against the Board's· appl'oval for.Rs. 3.5 lakhsfor 1969-
70, the expenditure incuNed wasiU.. l.Ollakhs upto 31at,Mareh, 197Q. 

During the year 1970-71, Rs. 5 lakhs was proposed as revised esti-
mates against which expenditure upto March, 1971 was Rs. 1.63 lakhs. 
Expenditure incurred from April to June, 1971 f.oir compensation for 
retrenchment of staff etc. was Rs. 1.49 lakhs. 

The project had been closed down with eftect from 1st Apdl;a 
1971 as in the case of Kurnool investigations. .. 



X 
ORGANISATIONAL SET UP 

10.1. The Registered office of the National Mineral Development 
Corporation Ltd. is now located. at Hy-dera.bad.· At present, the 
Corporation is responsible for the execution of the following pro-
jects I schemes:"'"""':' 

1. Kiriburu Iron Ore Projects. 
2. Kirburu Expansionlmodification project. 
3. Bailadila Iron Ore Projects, 14 and 5. 
4. Donimalai Iron Ore Project. 
5. Kudremukh Iron Ore Project. 
6. Diamond Mining Project, Panna. 
7. Other Feasibility studies. 

10.2. The Corporation is at present headed by a Chairman-cum-
Managing Director. According to the Articles of Association, the 
Board of Directors· of the Corporation shall not have less than two 
and more than twelve Directors. 

10.3. The Chairman-cum-Managing Director is assisted by three 
functional Directors in-charge respectively of Production, Planning 
and Finance. Besides, the Chief Administrative Office, the Com-
mercial Manager and Chief of Training, work under the Chairman. 

A. Commercial Office, Bombay 
10.4. The Commercial Manager of the Corporation (located at 

Bombay) is in-charge of the import and sale of diamonds, including 
the diamonds being produced in the mines at Panna. (The office at 
Bombay also contains a nucl~us of materials progress personnel). 
The Corporation has a Purchase Office at Calcutta and Regional Office 
at Vizag .. The latter is responsible for the coordination of all work 
relating to the export of iron ore with the Minerals and Metals 
Trading Corporation." 

.-- -. ----- -~ ..... _--- ,_. ------ -_ .... --"- -.- --._._- ._-
--·.The Head office of the Corporlltion was first shifted from D ... lhi to Faridahlld in the 
middle of 1963. It was thereafter shifted to New Delhi in March, 197' Rnd pgaill ~hifted 
from New Delhi to Hyder~bad . 

•• At the time of factual verification, the Corporation have stated that 
with the transfer Of functions relating to import of diamonds, mark 
ot· the penloimel of the commercial wing at Bombay have been transfer-
red to the MMTC along with the work. The rest· have been tranSfer-
red to Head Office/Projects. Only a nucleus Of material progress person-
nel now remains at Bombay. 

131 
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10.5. The Committee note that there is an oftice of the Commer-

cial Manager of the Corporation at Bombay in charge of the imports 
and sales of diamonds. Since the work of import and trade of dia-
monds has now been entrusted to MMTC, the Committee .e no jUl-
tification for the continuance of that office at Bombay, fie Commit-
tee hope that with the transfer of the functions of this oftlce to 
M.M.T.C., the personnel of this office would also be simultaneously 
transferred along with the work. 

B. Management Information ~stem 

10.6. Ln a note furnished to the Committee, it has been stated by 
the Corporation that "N.M.D.C. is a developing organisation and so 
also the management reporting system. Corporation has recently 
shifted the Head Office from New Delhi to Hyderabad. Various pro-
jects are situated in different states of the country. In addition, we 
have got offices in Calcutta, Bombay. Delhi and Bangalore. 

Coordination among different DivisionsjDepartments or Wings in 
the Corporation is, so far as the Head Office is concerned, achieved 
both at the level of the Head of DivisionsjDepartments and of the 
functional Directors incharge. The Chairman also takes periodical 
meetings with the functional Directors and Heads of DivisionslDe-
pa.rtments inter-alia to ensure co-ordination. At the Project level, 
such co-ordination is the function of the Head of the Project who 
like-wise holds regular meetings with the heads of the various wings 
to achieve the necessary co-ordination. 

Mainly, three types of activities. relating to the production, con-
struction and feasibility govern the operations of N.M.D.C.'s pro-
jects. Accordingly, the existing reporting systems also follow these 
three categories. Besides, there exist, common services like finance, 
administration, Materials Management and Industrial Relations etc. 
which also receive various types of reports for control purposes, from 
different projects. 

10.7. The working of the existing reporting system is briefly 
described below:-

Presently, We have three production projects, namely, Kiriburu, 
BailadUa Deposit-14 for iron ore and Panna for Diamonds. The 
construction work on iron ore projects is going on at BaUadila De-
postt-5 .. Ktriburu Expansion. and Donimalai. Besides, the feasibility 
studies for iron ore are beinJt carried Bat1ac!Ua-4. Bellarv-Hosoet 
and Barajamda area. Feasibilitv studies are cUrectly conducted 
through central supervision at Head Office. The heads of projects 
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have been delegated adequate power to control their normal activi-
ties and operations various policy matters and cases beyond the 
delegated powers of the heads of the projects are, however, referred 
to head office for necessary decision. It may, therefore, be observed 
that first stag~ of management reporting in N.M.D.C. exists at the 
head of the projects level; the second stage is at the corporate level 
and the last stage is at the Secretary's (Ministry of Steel and Mines) 
level. 

The information relating to, Production, Despatches, Stock posi-
tion of ore, Wagons and Rake Supply positions, Equipment avail-
ability, plant availability, pending purchase proposals, progress of 
Civil Works and Labour, Administration, Training and Welfare 
matters etc. is received from the production projects and monthly 
progress reports of the construction projects is intimated by the 
heads of the projects to the Chairman. The information relating to 
the progress of feasibility studies is reported from the field to the 
Chief (Investigation & Research) of Head Office who submits every 
month only the essential information to the Chairman. 

Besides, other reports are also been received at the Head Office 
in the common disciplines like Finance, Administration, Materials 
Management and Industrial Relations. These reports are compiled 
by the concerned department and only the information requiring 
top attention is submitted to Chairman. 

10.8. On the basis of the above mentioned inputs, the informa-
tion essential for reporting to the Ministry is sent by Chairman in 
his monthly d.o. letter. Also executive action, for correcting the 
situation in the projects, as reported by the head of he projects, is 
initiated. 

It is thus evident that the .reporting procedure in N.M.D.C. has 
been evolved, basically, to serve the following functions:-

(1) to apprise the top management with the progress of work; 

(ii) to seek guidance for corrective action by the top manage-
ment; and 

(iii) to help the top management in apprising the Secretary, 
Ministry of Steel & Mines and other agencies like Bureau 
of Public Enterprises regarding the progress of projects. 

10.9. The existing reDorting sY'ltem is, however, still at the evo-
lutionary stage and is being reviewed from time to time. The action 
for developing the existing Management Information Systems in an 
objective and systematic manner, is in hand. 
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10.10. The Committee find that the Management reporting system 
at present followed by the Corporation is still stated to be in the 
evolutionary stage. The Com'mittee suggest that the procedures 
may be streamlined and the reporting system organised in a syste-
matic manner so that the system really enables the top managemeht 
to have an overall control on the different wings as well as the 
aspects of the working of the organisation. 

C. Shifting of Headquarters 

10.11. National Mineral Development Corporation was registered 
as a Company under the Companies Act, 1956 on November 15, 1958, 
with its Registered Office at New Delhi. The Government of India, 
towards the end of 1962, directed the Corporation to shift its head-
quarters out of Delhi. In January, 1963 they conveyed their decision, 
to the effect that the headquarters should be moved either to Ajmer 
or Jaipur and only a skeleton staff retained in Delhi. 

The various aspects relating to the proposed shifting were examin-
ed. It was considered that the shifting of the Head Office to Farida-
bad instead of Jaipur or Ajmer would be better and more useful. 
Accordingly, the Head Office of the Corporation was shifted to 
Faridabad, with the approval of the' Government, by the middle 
of 1963. Only the Registered Office of the Corporation with a 
skeleton staff was rf'tained at Delhi. 

10.12. The Corporation then constructed its temporary office accom~ 
modation (tabular sheds) at Faridabad. Fifty six staff quarters 
were also constructed fo!' staff and some quarters were arranged 
through the Directorate of Estates. Subsequently, the Corporation 
a1sD c:mstructed some perm~nent office buildings. The total cost of 
construction of the office' and residential buildings was of the order 
of about Rs. 12 lakhs. 

10.13. The Committee on Public Undertakings in its 11th Report 
of NMDC, however, suggested that for the effective planning and 
development of iron orE' deposits, it was necessary that the Planning 
& Iron Ore Divisions of the NMDC should be located near one of the 
Iron Ore Projects, al,1d the work of CD-ordination witb the port and 
railways, etc., handlf'ri hy the non-technical staff ai the Head Office. 
The Committee also felt that by virtue of its location near a project 
site, the Planning Division ~d the Chief of Iron Ore would be in ,a 
proper positron to understand adVise on the pr~blems 'of the 
prDjects. It was also felt that such a location would enable the 
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Planning Division to Plan effectively for the future projects and to 
suggest remedies for the present difficulties of the Projects. 

10.14. The question of the location of the Iron Ore Division of the 
Head OfBce was discussed by the then Managing Director with the 
Government. The need for a Planning Division to deal with the iron 
ore projects was appreciated, but the question of its location was 
left to be decided after taking into account various factors, such as, 
its utility for the iron ore projects in developmental stages, and the 
feasibility areas entrusted to the Corporation at that time and the 
availability of residential and office accommodation and other faci-
lities to make the officers and staff as comfortable as possible. The 
consensus of opinion seemed to be for location of the Iron Ore 
Division in cities like Nagpur, Hyderabad, Bangalore or Jamshedpur. 

10.15. The matter was considered by the Board at its meeting held 
on April, 17, 1968. The Board decided to shift the iron ore Division 
of the Head Office to Hyderabaa and to bring the rest of the staff of 
the Head Office from Faridabad to Delhi. The Government of India 
was apprised of this decision. They, however, suggested that the 
question should be examined from the point of view of office and 
residential accommodation owned by the Corporation at Faridabad, 
their disposal etc. This fact was reported to the Board at its meeting 
held on September 5, 1968. The matter remained under correspon-
dence with the then Department of Mines and Metals. Ultimately, 
the Department of Mines and Metals in their O.M.No.4(9) 167-MVI 
dated February 27, 1969, replied to the Committee on Public Under-
takings to the effect that the integrated office of the Chairman and 
functional Directors of NMDC with the minimum possible number 
of officers and staff would be located at New Delhi. 

10.16. The matter was also discussed at the meeting of the Board 
of Directors of NMDC held on July 16, 1969. The Board decided to 
approach the Government 'for permission to shift the entire Head 
Office to Delhi. This was considered to be conducive to efficiency and 
economy. Pending the availability of office accommodation in Delhi 
on a permanent basis in the MMTC's proposed building, or in some 
other suitable building, it was also decided that efforts be made to 
house the office in Delhi in a single premises, if possible. The matter 
again came up for discussion before the Board of Directors at its 
meeting held on May 9, 1970. The Board reiterated its earlier deci-
sion regarding the location of the office in Delhi in some suitable 
building and suggested that steps should be taken to implement this 
decision early. The Research and Development Division and the 
Laboratory were decided to be located at Faridabad. 
298 LS-I0. 
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10.17. In pursuance of the decisions ~ken earlier by it to bring tlle 

entire Head Office under one roof, the Board of Directors, of the 
NMDC at its meeting held on December 1, 1970, authorised' the Cor-
poration to file their tender for hiring one of the Buildings of NDMC, 
[New .Delhi Municipal Committee (Mohan Singh Place)]. This tender 
was accepted by NDMC and the entire Head Oftlce of the Corpora-
tion was brought under one roof as decided by the Bcaard of Direc-
tors in March, 1971. In the meanwhile, the Cabinet Committee on 
Accommodation, at its meeting held on December 16, 19'ro while 
considering the question of housing of public. sector employees in 
Delhi decided that the Bureau of Public Enterprises should review 
the necessity for continuance in Delhi of the Head Office of Public 
Sector Enterprises located here and put up a note for consideration 
of the Committee. Because of the acute shortage of both office and 
residential accommodation in Delhi, the Bureau of Public Enterprises 
considered it essential that public sector undertakin~ should have 
their Head Offices in Delhi only if it was absolutely essential. The 
BPE formulated certain principles about the desirability of the 
continuance or otherwise of Head Offices of various public undertak-
ings in Delhi. Based on those prinCiples, it was suggested that the 
headquarters of the NMDC be shifted either to Rhubaneswar or to 
Madras. 

10.18. The suggestions were examined by the NMDC. It was indi-
cated that none of the locations suggested suited the Corporation and 
that, if the Head Office of the Corporation had necessarily to move 
out, it would be moved to Hyderabad. The rationale of this sugges-
tion was tha·t Hyderabad is central. It has direct communication 
with all the major cities in India. But for Panna, it would take 
less time to reach anyone of the Corporation's projects from Hydera-
bad than from Delhi. In fact, both BailadiIa and Donimalai are 
accessible by road. The Corporation will save considerably by the 
move, the cost of accommodation and living being cheaper in Hydera-
bad. Government approved the proposal to shift the headquarters 
of the NMDC to Hyderabad and requested NMDC to take further 
necessary action in this regard: 

10.19. The decision of the Government was placed before the 
Board of Directors at its meeting held on October 22, 1971. The 
Board resolved that the Registered Office of the Corporation (includ-
ing offices located in Delhi, Faridabad and in part at Vjzag, be shifted 
from Delhi to Hyderabad and the matter placed before the Annual 
General Meeting for passing the necessary resolutions under Section 
17 and 18 of th~ Companies Act as a special' case. These resolutions 
were passed in the Annual General Meeting held on November 29, 
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1971. Thereafter, action for the shifting of the Head Office was 
initiated. Office accommodation at Hyderabad was accordingly 
arranged from the Andhra Pradesh Housing Board. NMDC was 
informed that the first two fioors would be ready by February 10. 
1972 and the next two floors by the first week of April, 1972. The 
move of the Head Office to Hyderabad was phased accordingly. The 
construction programme was, however, delayed. The ground fioor 
was completed on February 16, 1972; the first fioor on February 26. 
1972; the second floor on April 28, t972; and third fioor on August 10, 
1972. The monthly rent for the entire building is Rs. 40,075.25 Fur. 
ther the Corporation have taken on hire the following two buildings 
for the purpose and at the rent indicated against each:-

(i) Building at Uppal Road. 

(li) Building at Rlfjbhavan Road." 

Rs. 1500/- p.m. 

R.. I soo/- p.m. 

For the Laboratory. 

For Guest House. 

10.20. The total expenditure incurred on the shifting of the Head 
Office in three phases viz. first from Delhi to }4'aridabad again from 
Faridabad to Delhi and then again from Delhi to Hyderabad amount· 
ed to Rs. 7.19 lakhs. 

10.21. The Registered Office of the Corporation continued to be 
at Delhi. The Ministry of Company Law Affairs had been moved in 
regard to its shifting to Hyderabad under the relevant provisions of 
the Companies Act. 

The Corporation had acquired, during 1963, free-hold land measur· 
ing 22,447 sq. yards, at Faridabad at a cost of Rs. 1.91 lakhs and subse-
quently constructed the following offices/residential buildings on this 
land:-

51. 
No. 

Building 

2 

I. Temporary Office 

Single shed . 
Double . 
Garage & Store. 

2. Residential Colony 

36 Type II Qr.. . 
20 Type III ::In. 
Community Centre 

Area Yellr of Cost of construc-
Sq. Ft. completion. tion (4n lath of Rs.) 

3 4 

3532 } 7175 1963-64 
1200 

s 

6· 63 (indudinJ 
COlt of compound 
waD, sewerqe, wlter 
aupplies, roada etc.) 



,3. Additional office building 

4. New Office building 

'S. Ore Dressing Lab. 

6. Gas Plant Room 

138 

3 

4703 

8835 

4800 

220 

4 5 

1965-66 0"65 

1967-68 1"50 

1969-70 1"05 

1970-71 Not available sepa-
rately. 

The office accommodation at S1. Nos. 3 and 4 above had been 
rented out to Air Borne Mineral Survey of India, a Subordinate Office 
under this Ministry at a monthly rent of Rs. 3,043. The remaining 
office building was being utilised by the Corporation itself and its 
rent has never been assessed. The quarters were allotted to the 
employees of the Corporation. The rent realized. from the employees 
of the Corporation for these quarters from 1967-68 to 1971-72 was 
as follows:-

Rs. 
1967-68 II,424" 61 

1968-69 8,747" 13 

1969-70 12,032"99 

1970-71 16,542" 87 

1971-72 19,253' 60 

TOTAL 68,001" 20 ----
(The rent realised in 1966-67 is not separately available in the Annual 
Accounts.) 
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The written down value of the. assets of the CQrporation at Farl.r 
dabad a.s ,at 31st March. 1972 was~. 10,70,167'30. It was prQPo~edto 
dispose of ~e ~operty bnmediately on receipt of the approval of 
the Govern~nt of India. Therefore, it was not considered advisable-
to let-out any part of the office building or the residential quarters 
in order to' attract suitable ~ers. The Ministry of Works and 
Housing were. making an evalua~ion of this property with a view ~~ 
possibly to take over it to meet th~ir pending demands for accom-
modatiElD. 

10.22. The following staff had been retained at Faridabad for look--
ing after the assets of ~he Corporation till these were disposed of:.-

. : t ) . , 
(I) Engineeririg Assistant 

(2) Works Mistry I 

(3) Plumber-cum-Pump Operator 

(4) Chowkidars 5 

(5) Sweeper 

10.23. The following offices and staff were in position at Delhl:-

I. Liaison-cum-Administrative Officer I 

2. Asstt. Liaison Officer 

3. Junior Stenographer I 

4. Telex Operator I 

5. Cook 

6. Staff Car Driver 

,. Peon 

8. Scooter-rider-cum-Messanser 

9. Chowkidars 2 

10. Sweeper 

10.24. The offices and staff stationed at Delhi had not been pro-
vided rented accommodation by the Corporation. The monthly rent 
for the office building-cum-guest house was Rs. 13201- p.m. Total ex-
penditure (salary and allowances) on staff stationed at Delhi and' 
Faridabad for the period from May, 1972 to October, 1972 was 
Rs. 63,639'76. 

10.25. Tbe Committee note that thou,h • decision was taken by 
the Govemment of India towards the end of 1962 to shift the Bead-
quarten of the Corporation, the Government had been cbanl~ 
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their deelsloDS from time to time and it was oaly aftel' 9 yeal'll' that 
,ll final t1eelsion has been taken' to shift' the he.d .... rtet<s to Hyde .... 
b.d. The Committee are constrained'it) observe tllat these beCiaeat 
changes in the decision had not only n~d' to creation of' ... et. wol'th 
rupees mOJ;'e than Rs. 11 laklrs at Paridilbad but has resulted in adcH· 
tional expenditure on the shifting ot'Rie otItes, rents of buildtia .. at 
Hyderabad etc. In the opinion of the Comm.ittee, the headqual'ters 
of the Corporation should have been IMated tentr.U, so that .U tb~ 
projects undertaken by it are easily accessible for supervillkm and 
..tfeetive coatrol over their eXNilticm.. 

The Committee also recommend that the Corporation should take 
timely action for the disposal of the property at Faridabad in the 
best public interest to obviate the recurring expenses on staff deput. 
ed to look after the property and on its maintenance. 



XI 

MATERIAL MANAGEMENT AND INVENTORY CONTROL 

A. Stock of Spares 

11.1. The minimum, maximum and reserve stock limits of stores 
and spares had not been fixed by the Corporation till 1969-70 :ei~r 
at Kiriburu or at Bailadila Projects. The classiftcatio~ and codiftea-
tion of various items of stores had also not been completed except 
for about 40 per cent of the total items of stores at Bailadila Project. 

11.2. The Management had stated (December, 196;) that "Tbe 
work relating to codification of the itores at BaUadila' is being tu!en 
up and is further proposed· to be iMproved by the blstallations of 
mechanised punch card data processing machines." 

11.3. The Ministry had stated (May; 1970) that 'Ithe forecast of 
the requirements of the stores and spares and programming . and 
procurement keeping in view the lead time~ sale mugin and rev1~w 
frequency·· depending upon the category of items based on ABC ana-
lysis and source of supply has been comple,ted in the Kiriburu ,and 
Bailadila Projects. The review is in progress taking into account 
whether an item is a regular item of stores or an· insurance item' as 
also the reqUirements of preventive maintenance." 
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11.5. It will be observed from the above figures that during the 
period from 1966-67 to 1966-69 while the stock of imported materials 
represented between 20 and 23 months' consumption, the holding of 
indigenous stored represented between 30 and 36 monthss' consump-
tion. Even though the stock of indigenous stores was very much on 
the high side, the purchases during 1967-68 and 1968-69 represented 
more than a· year's consumption, thus further adding to the inven-
tory of stores and spares. This had resulted in unnecessary block-
ing up of capital and consequent expenditure on storage, loss of in-
terest, etc. 

11.6. The Management stated (December, 1969) as follows:-

"In the case of imported spares as the lead time involved in 
procurement is considerably longer than indigenous avail-
able spares, certain amount of excess stockings becomes 
inevitable particularly as the projects are located in re-
mote localities. Secondly, a number of spares are kept in 
the Projects as insurance items and this naturally adds to 
the value of the inventory. 

In case of vital imported items the lead time is approximately 
18 months and that in case of safety stocks to even achieve 
approximately 85 per cent. availability on flrst demand is 
approximately 12 to 18 months. Very high percentage of 
items have no regular pattern of consumption and have to 
be classified as insurance items. It is, therefore, not feasi-
ble to bring down the inventory level to the norms gene-
rally prevailing for manufacturing industries with substan-
tial amount of indigenous content. It can only be done at 
the cost of increase in the down time of machines." 

In this connection the corporation stated that:-

"The present inventory holding has been taken into account 
while reviewing the requirements and raising the indents 
with a view to avoid heavy inventory holding. 

Codification of stores for NMDC as a whole has been establish-
ed for all major equipment spares exce.pt for general store. 

Unit Record Data Processing system has been introduced at 
Bailadila-14 Project and it is in operation since May, 1971.'-



144 
11:7. The following table indicates the compara.tiv~ pOsition of 

inventorY arid the distribution at the close of last -three yeats; 

I. St,OJ'eS & spares Parts •. 

a. Ciotlng atock of diamonds.lroQ Ore etc:. . 

(RUI"* il1l111i:hs) 

316'S8 SI7'23 9$,'02 

2,0'67 263'07 I46'4R 

The stock of stores and spare parts was equivalent to 157'1 months 
consumption for production and'developmam in 1971-72-q compared 
with 78.3 months in 1970-71 and 53.9 months in 1969-70. The closing 
stock of Iron Ore, dial'nonds etc, represented 1'1 months sales during 
1971-72 as cOmpared with 0'9 month dtiting 18'10-71 an\il month dur-
ing 196,9-70. 
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11.9. In regard to the review of spal'es and stores undertaken by 
the Corporation it was stated that "stores were classified as moving 
and non-moving items. Stores were subjected to ABC analysis. 
Stocks level were fixed and reviews were made periodically. Stocks 
of about 70 per cent in the usage value were subject to thorough con-
trol a·nd review. Non-moving items were categorised as insurance 
and non-insurance items. They were periodically reviewed. Non-
mov:ing items which have not moved over a long period are declared 
surplus for disposal. These steps have been taken recently." 

11.10. In a note after evidence, the Department of Mines stated 
that in May, 1970 a "Committee on Inventory Control", was ronsti-
tuted by the Bureau of Public Enterprises. That Committee submit-
ted its report in January, 1972 which inter-alia made the following 
recommendations:-

-

(i) "Percentage of out of stock items is very high. Stock 
cards may be reviewed and proper follow up action should 
be ensured. While fixing norms and safety le\7els P.tc. it 
is necessary that the availability factor be kept high to 
ensure proper maintenance of the equipments since other-
wise the down time losses could be considerable. 

(ii) Material Management Department should be reorganised 
so as to. centralise the purchase work under mater~als 
manager. 

(iii) Schedules have now been drawn by N.M.D.C. for periodi-
cal overhaul of the€quipment. In the absence of proper 
maintenance schedule, proper pr~lvi.iioning of. ·spares was 
difficult in the past. It is ~ery pssential partfcularly for 
spares that NMDC .hulk the requirp.ments of different ;pro-
jects and initiate procurement !lctic;n arcording to a pro-
gramme spread throughout the ye"r. 

(tv) Insurance and standby spares in all the three perio(.vcal 
reviewed by a tecqnical. Committee: of the Undertaking to 
examine the necessity of their cOl1tinued retention. Stocks 
of moving spares r!tay be coftlr<.,lled on the basis of the1r 
past and anticipatetJ consumption. 

(v) With the introduction of data processing the values could 
be conveniently wOrked o~ in Qrder to keep an o~rall 
watch on inventory levels of sudt ~~ms. It is also necU-
sary to exercise ;at higher level; effective control over the 
consuming and ordering. of 'N items. 
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(vi) Inspection procedure should be streamlined an additional 
staff posted if necessary so that in coming materials are 
normally cleared from inspection within 7 days. 

(vii) At present there is no proper reporting system for inven-
tory management in any of the units of NMDC. 

(viii) No proper record of the arising and disposals 1)f scrap etc. 
is being maintained by the Undertaking to exercise pro-
per control over arising and disposal of scrap, it is neces-
sary to have proper account of the same. 

(ix) The system of weighment of float ore and dumping the 
same on heaps along with the mechanically mined, needs 
to be looked into to plug loopholes for malpractices. It 
may be desirable to provide suitable regular checks by 
associating a representative from Finance or from MMTC. 

(x) N.M.D.C. should list out surplus and obsolete items which 
have not moved in the past and put them up before a 
Survey Board for decision regarding their disposal. Initial-
ly all items which have not moved for three years should 
be taken up for survey by the Committee. 

(xi) Safety stock levels fixed by the NMDC are high. Realistic 
safety stock levels should be fixed taking into considera-
tion the variations in the consumption and lead time and 
the criticality of the items." 

The Report submitted by that Committee was considered by the 
Secretaries' Committee on Public Sector Enterprises in May, 1972 
at which it was decided that the Bureau of Public Ente~prises should 
further review the Inventory position in regard to NMDC's projects. 
It was stated during evidence. that further action was in hand with 
t.he Bureau of Public Enterprises. 

11.11. The Committee note that the stock of stores and spares 
parts of NMDC as on 31st March. 1972 represented 157'1 months' 
consumption for production and development as compared to 78'3 
months in 1970-71 and 53'9 months in 1969-70. The Committee also 
note that the dosin, balance of the stores in respect of BalladUa, 
Kiriburu and Panna Diamond projects as on 31sct Matth. l.972 re-
presented 27,06,33'19 and 17'15 months cODSumption of the stores and 
the inventory level showed an increasing trend in nil the projects 
from 1969-70 to 1971-12. The Committee feel that with the experi-
ence of working of the project, the NMDC should not have found it 
difficult to fix realistic norms of levels of inventory separately. for 
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indi,eD:OUS and hnported items of stores aDd spares so as not to 
overburden the inventory. 

11.12. The Committee also note that the purchases in BailadUa and 
PBDDa Diamond Projects were in excess of the years' consumption 
during 1970-71 and 1969-70 and 1970·71 respectively, thus further 
adding to the inventory of stores. With the introduction of data 
processing system it should be possible for NMDC to have ready 
information of stock levels, consumption etc. so that purchases may 
be made on realistic basis. The Committee need hardly stress that 
accummulation of inve~tory and excessive purchases result in un-
necessary blocking of capital with consequential expenditure on 
storale, loss of interest etc. 

11.13. The Committee were informed that an "Inventory Control 
Committee" was constituted by the Bureau of Public Enterprises. 
That Committee in its report submitted in January, 1»72 bad made 
certain recommendations regarding procedures of purchase and in-
ventory control. The Secretaries' Committee on Public Sector En-
terprises which considered that report in May, 1972 decided that the 
Bureau of Public Enterprises should further review the inventory 
position in regard to NMDC's projects. 

11.14. The Committee would like the Government/Bureau of Pub-
lic Enterprises should complete the review without delay and fix 
suitable norms for the stores and spares consistent with the needs of 
production and development works of NMDC. The Committee were 
informed that stocks of about 70 per cent in the usage value were 
only being subject to thorough control and review. The Committee 
str'Ongly urge that a thorough review of all the items of stocks should 
be undertaken half-yearly and action taken to reduce the Inventory 
levels to avoid unnecessary accumulation of stores. 

B. SUrplus, Slow moving and Non-moving items 

11.15. (i) The following table indicates the stores which did not 
move for a considerable period at Kiriburu:-

(Position as on 31-5-1969) 

(Rs. in lakhs) 

J. Value of stores wh:ch did not move for more than hrported 
a year IndIgenous 

2. Value of stores which did not move for Ir.ote than 2 Imponed 
years J ndigenou s 

2'82 
0'22 

9'24 
0'75 

3. Value ohtores which did not move for Jl"Ore than Imponed 15'20 
3 years Indigenous 0'01 
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11.16. Similarly at Bailadila, Stores of the value of Rs. 2.91 lakhs 

did not qwe during the last 2~ years while stores of the value of 
Rs. 12.18 lakhs were moving at a very slow rate. 

11.17. In a note after evidence the Corporation stated that:-

"Store-holder periodically reviews and identifies non-moving 
and obsolete spares on the basis of which lists are pre-
pared. These lists are circulated to sister Projects and to 
the extent they are required by them they are transferred. 
For the balance disposal action is taken by circulating the 
lists to other concerns who may be interested in such 
spares or by calling of tenders. List of surpluslobsolete 
spares. alr.eady prepared have been partly disposed of by 
transfer to other projects and other means. Action is in 
progress. These surplus has arisen partly due to larger 
inventory of insurance items and partly due to irratic 
consumption. The slow moving spares in Kiriburu. Baila-
dila and Panna are mainly insurance spares. They would 
have to be stocked for emergent requirements." 

11.18. At Panna Project, the stores of the value of Rs. 2.25 lakhs 
and Re. 3.52 lakhs did not move during 2 years and one year 
respectively. 

The Management stated (December, 1969) that:-

"The necessity to maintain adequate inventories on account of 
longer lead time, transportation problems, safety margin 
required for imported spares and the necessity to retain 
some slow moving items as insurance items is to some 
extent unavoidable in out of the way mining-Projeccts." 

11.l9. (iii) The following items declared surplus by the various 
projects had not been disposed of till July, 1969:-

Name of the Project 

Kiriburu 
Bailildila 

Panna. 

- .. _--_ .. _------

Nature of item When declared 
surplus 

Equipment Construction 7-6-1968 
machinery and atores 

Value (Rs. 
in lath) 

2'97 

October, 1968 3S' S6 

Stores March, 1968 0'90 

._----- ----_._---.-------
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11.20. The Ministry stated (May, 1970) that surplus items worth 
over Rs. 26 lakhs had since been transferred to other projects of the 
Corporation or otherwise disposed of and that the Usts of other sur-
plus items had been circulated to Public Undertakingsladvertised in 
the newspapers for disposal. 

11.21. (iv) The Panna Project received a shovel valuing Rs. 9lakhs 
from Bailadila in January, 1968 which was not utilised for want of 
certain repairs and was returned to Bailadila in May, 1969 after a 
lapse of almost 1-114 years: 

11.22. The following table indicates the stores which did not 
move for a considerable period in the Bailadila, Kiriburu and Panna 
Projects. 

Rs. In lakhs 

Bailadila Kiriburu Panna Totll 

I. V~ue of stores which did not move for 
roo ethan 1 year (as on 31-3-.70) 139 8S'87 3' II 221'98 

2. Value of stores which did not move for 
more than 2 years (as on 31-3-71) 74 6z'oo 1 '69 137'69 

11.23. The position of items declared surplus in the various Projects 
but awaiting disposal as on 31-3-72 is stated to be as under: 

----
Project Nature of item Surplus Value 'n 

awaiting Rs, laltha 
disposal 

as on ---_._._-
Balladila Spares 31-3-72 16'04 

Kiriburu 1. Spares 6'52 
2, Construction special 31-3-72 0,17 --TOTAL 6'69 ---

Panna I, Spares O'2S 

2, Stores other than spaes (n 0'.04 

3, Construction and Special 0'04 --0'33 
-- ------~.-

11.24, In a note after the evidence, Corporation stated that in 
regard to the Shovel received from Panna Project, it was transferred 
from Bailadila to Panna Project, to meet their urgent requirement 
for removal of overburden pending receipt of equipment ordered by 
them, Though the shovel was received at Panna they could not use 
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it as it required maior repairs and was taking time. Meanwhile, 
they received their own equipment and the shovel was sent back to 

• Bailadila. On receipt at Bailadila it could not be used and had been 
declared as surplus for disposal. 

11.25. The Committee note that in the Bailadila, Kiriburu and 
Panna Diamond Projects, stores of the value of Rs. 137.69 lakhs did 
not move for more than two years as on 31-3-71 and stores of value 
of Rs. 227.98 lakhs did not move for more than one year as on 31-3-71. 
The Committee also note that Rs. 23.06 lakhs worth of stores includ-
ing spares and construction and special parts are awaiting disposal 
as on 31-3-72. The very fact that more than Rs. 3 crores worth of stores 
are not moving for over one/two years only proves that sufficient 
care was not exercise before ordering purchases. The Committee were 
informed that periodic aT reviews are undertaken by the Store holder 
to identify non-moving and obsolete spares, lists are prepared and 
circulated to Sister Pro~cts or the items are transferred to other pro-
jects. The Committee are strongly of the view that the review of 
stores should not be left to the storeholder but should be conducted 
systematically by an independent store officerlstock verification offi-
cer so. that a systematic analysis of all the slow-movinglnon-moving 
items is undertaken and items surplus to requirements are identified 
and timely action" taken for their transfer to other projects, public 
undertakings where they could be more usefully utilised instead of 
allowing them to become obsolete to be ultimately written oft as a 
loss. The Committee also find that the shovel received by the Panna 
Diamond Project from Bailadila in January, 1968 on the plea of 
urgency for removal of over burden could not be utilised for want 
of certain repairs and had ultimately to be returned in May, 1969 to 
Bailadila without any use after more than 15 months. Even after 
the shovel was received back at Bailadila it could not be put to use 
and had to be declared as surplus. The Committee are not convinc-
ed about the plea of urgency for the transfer of equipment from 
BpHadHa. 

The Committee fail to understand as to why the Corporation could 
not have verified the condition of the shovel even before it was trans-
ferred to Panna, and why it had taken more 15 months for Panna 
Proiect to return it Bailadila. The Committee would like that this 
sh(luld be investigated in detail and a report furnished to them. 

The Committee feel concer,etI that on the one hand the Corpora-
tion i .. carrying heavy inventory of stores and a larg-e amount of sur-
plus stores are accumulated on the other hand. Common equipment 
like shovel rrmain unutilised for want of spares for repairs. 

2<)8 LS-l1. 
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The Committee would like the Corporation to undertake a tho-

rough review of similar cases of Plot and Machinery which may be 
lying unutilised for wallt of spares er repairs of which may be 
uneconomical so that the Corporation may take immediate measures 
to bring them in working order or take action for their disposal to 
other Unliertaki..,s. 

The Committee suggest that the Inventory Control Committee on 
NMDC should also critically examine this aspect and suggest ways 
and means for atlellllate provisiening of spares and stores so that the 
machinery in the Corporation may not at any time remain unutilised 
Oft the plea of want of spares and production affected on this account. 
(i) Delay i'n placing an order 

11.26. In response to the global tenders invited by the Corporation 
on 24th June, 1964 for the purchase of 5 Blast Hole Drills, the Corpo-
ration received the lowest offer of Rs. 24.51 lakhs valid up to 26th 
December, 1964. On receipt of a request from the Corporation, the 
firm agreed to supply the equipment on 'deferred payment terms' 
and also extended the validity period of the offer upto 31st January, 
1965 (further extended upto 15th February, 1965). 

On 27th January, 1965 the Corporation decided to accept the firm's 
offer and requested the Government on 3rd February, 1965 for the 
release of foreign exchange on 'deferred payment basis'. The Gov-
ernment sanction was received on 21st September, 1965. 

11.27. On 24th September, 1965 when the Corporation placed an 
order on the firm, the latter asked for a price of Rs. 25.70 lakhs 
(reduced to Rs. 25.57 lakhs on 27th October, 1965 after negotiations). 
Thus due to delay in placing the order on the firm the Corporation 
incurred an extra expenditure on Rs. 1.06 lakhl,;. 

11.28. The Ministry informed Audit in May, 1970 that the delay 
in the case of placing of an order on the firm for purchase of 5 Blast 
Hole Drills occurred due to observance of time consuming formalities 
in obtaining the various clearances. 

11.29. The Corporation stated in a note after evidence that obser-
vance of special formalities regar-ding obtaining waiver against rules 
of EXIM Sixth line credit arose as the order was placed for this 
equipment prior to actual release of foreign exchange. Some delay 
took place in justifying reasons to obtain thi~ waiver. 

11.30. The Corporation further stated that such a situation would 
not arise henceforth Be; orders would be placed after receipt of im-
port licence. 

11.31. The Committee regret to note that becau$e of the fail~re of 
the Corporation in not initially obtaining the prior sanction/release 
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of foreian exchange and the procedural delays iu obtaining the vari-
ous clearance thereafter ,the Corporation suffered a loss of Rs. 1.96 
lakhs in the transaction. The Committee are not convinced of the 
justification for the delay in this case. The Committee need hardly 
stress that the Corporation should have taken advance action for the 
settlement of formalities and secured sanmon for foreign exchange 
in time. The Committee hope the Corporation would 'ensure that 
such delays do not recur in future. 
(U) Failure to review the exbting contracts 

11.32. The contract for the transportation of cement from Jaimul/ 
Dhumtari to Kirindul at the rate of 2.15 paise pet' ton mile and from 
JaimullDhumtari to Bhansi at the rate of 19 !)aise per ton mile ex-
pired on 31st March, 1966. Instead of inviting fresh tenders, the 
contract for the subsequent period was awarded to the 2 other firms 
'A' and 'B' at a negotiated rate of 27 paise per ton mile. As this rate 
was higher than the rates allowed to the previous contractor, it was 
decided that the contract with these firms should be reviewed after 
three months. 

11.33. The contract was not reviewed as decided earlier but was 
extended up to 31st March, 1967 at the existing rate. On the basis 
of tender invited in April, 1967 a fresh contract was entered into with 
a new firm with effect from 1st May, 1967 at the rate of 19.36 paise 
and 19.63 paise per ton mile from .Taimul to Kirindul and Jaimul to 
Bhansi respectively. Fai1ure to invite fresh tenders after the expiry 
of 3 months from 1st April, 1966 thus resulted in an extra expendi-
ture of Rs. 2.40 lakhs on the transportation of cement during the 
period from 1st July, 1966 to 30th April, 1967 as compared with the 
rates obtained after the invitation of tenders in April, 1967. 

11.34. In this co.nection the Corporation stated after evidence 
that the transport contractor for 1965-66 could not keep pace with 
the work and expressed his unwillingness to continue on the same 
rates next year, so, on the expiry of the contract, the General 
Manager Bailadila invited tenders for the transport of cement from 
Dhumtari to Kirindul. The quotations received ranges from 29 p. 
per tonne to 40 paise per tonne per mile (except in regard to the 
previous year's contractor who was ignored because of his poor per-
formance in the existintc contract and another from his son who also 
did not furniah Earnest Money). The General Manager, therefore, 
called for limited tenders from 5 known local firms across the table 
and after negotiations with the parties and in consultation with Pro-
ject Fin!lnce awarded the contracts for 3 months--l-4-66 to 30-6-66. 
As the project was keen to transport cement which was badly needed, 
I'!xpeditiously, and as it was apprehended that a single transport con-
tractor may not be able to cope with the work, it was decided to 
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award the work to two contractors. The General Manager reported 
to Head Office the negotiation conducted by himself in association 
with local Finance. 

11.35. The contract was o.iginally awarded up to 30-6-1966 and 
subsequently reviewed by the General Manager from time to time 
and extensions were granted to the contractors at the negotiated rate 
of 27 paise per tonne per mile which was considered to be reasonable, 
compared to the rate of 31 paise being paid by the State Government 
during that period for transport of food grains. 

11.36. Attempts were also made by the Project to explore possi-
bilities of reduction in rates, but in view of poor response and dearth 
of suitable transport contractors the contracts had to be extended. In 

. April, 1967, the situation changed due to recession. Fresh quotations 
were invited and lower rates were obtained. 

The contracts required the approval of the Board of Directors. 
The extensions were not made with the Board's sanction. The Gene-
ral Manager went ahead in consultation with However, expostfacto 
approval of the Board to the awa,rd of the contract together with 
extensions upto 31-3-19'67, was obtained in it·s 90th Meeting held on 
6-12-1967. 

11.37. The Committee note that on the expiry of the contract for 
transport of cement from Jaimul-Dhumtari to Kirindul at 21.5 paise 
pt'r ton/mile an~ from Jaimul-Dhumtari to Ban .. ; at 19 rajse per toni 
mile, on 31-3-66 two contracts were entered into at the rate of 27 paise 
per tonlmile on the basis of tenders invited from locai firms across 
the table and after negotiation with the parties without associating 
the contractors on the plea of his poor performance. Though thelie 
contracts were required to be reviewed after three months, instead of 
reviewing them and inviting fresh tenders, the earlier ('on tracts were 
extended upto 31-3-67. It was only in April, 1967 that tenders were 
Ilgain invited when the rates obtai,ned were 19.36 p. and 19,63 p. per 
tonne/mile rspectively. The Committee regret to note that non-
Invitation of tenders and failure to conduct the review from time to 
time has resulted in an avoidable extra expenditure of Ks. 2.4 lak'" 
to the Corporation. 

The Committee are also at a loss to understand as to why no adie. 
was taken against earlier contractor for his poor performance. Apari 
from this, the Committee find that General Ma.nager had been giving 
extension to the contracts in consultations with the head-office with-
out obtaining the approval of the Board as prescribed under the rules. 
And it wa!'i only as late as December. 1967 that ex-post-facto appro-
val of the Board was obtained, the Committee take serious view of 
the irregularities ;n the case and urge that Government slloulc! 
nrobe into them and take action a~inst those responsible fo. tlle 
'apse!'!. 
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PRICING POLICY 

A. Functions of the MMTC LTD. 

12.1. The sale of iron ore to Japanese Steel Mills in terms of the 
agreements entered into with them for the development of the mines 
at Kiriburu and Bailadila, is m.ade by the Corporation through the 
Minerals and Metals Trading Corporation of India Ltd. (another 
Government Company). Besides negotiating the price with Japanese 
Steel Mills, the MMTC Ltd. would also be required to arrange, on 
behalf of the NMDC, for the financing of the railway freight, port 
charges, siding charges, export duty and also for the payment of 
analysis charges at the loading port, supervision charges at 
the destination port, drought survey charges, customs charges, etc. 
It was also responsible for to drawing up of the shipping schedule 
in consultation with NMDC and the steel Mills of Japan, and super· 
vision at the loading and destination ports. 

B. Commission to MMTC 

12.2. For the functions mentioned above, the Minerals and Metals 
Trading Corporation Limited were to recover from National Mineral' 
Development Corporation service charges at the rate of Re. 1 per 
Dry Long Ton (Reduced to Rs. 0.75 per Dry Long Ton from 1968·69 
onwards). 

12.3. In paragraph 77 of their 11th Report (4th Lok Sabha) April, 
1968; the Committee on Public Undertakings suggested that the 
Corporation should work o1:lt its cost of exporting the ore indepen. 
dently, and if the cost did not work out to be more than the commis· 
sion paid to the MMTC, it might be economical for the Corporation 
to take over the work from the MMTC. This aspect was examined 
by National Development Corporation in 1969 and it came to the 
conclusion tbat if funds were made available to the extent of Rs. 2.3 
crores, either by Government as loan bearing the same rate of 
interest as was charged by the Banks from export industries, or by 
the State Bank of India under cash credit arrangements bearing 
interest at 6 per cent. per annum, it need not pay to the MMTC the 
element of the service charges representing, "Finance obUgations" 
excepting the overhead expenses amounting to Rs. 0.05 per M. ton. 
Final decision had not, however, been taken in the matter. 

1M. 
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12.4. The Ministry had stated (May, 1970) that "the Corporation 
has been advised to obtain the approval of the Board of Directors 
whether it should confine itself to the sale of iron ore to the MMTC, 
on FOR basis. Till this is done, the proposal for giving loan to the 
Corporation to take up the financing obligations itself has been kept 
pending. Further the C{)rporation has also taken up with MMTC 
the question of further reduction in the service charge." 

12.5. In this connection the Corporation stated that NMDC en-
countered difficulties in the iron ore exports through MMTC. The 
main difficulty had been in regard to interpretation of the terms of 
contract in the past. Certain provisions in thE' contract had been 
interpreted differently by MMTC, with the result that certain items 
involving ;:;ubstantial amounts were still under dispute. 

12.6. The provisions in the contract, which had been linked with 
the provisions and terms of MMTC's contract with the Japanese had 
been causing delays in securing dues of NMDC. In the collection of 
dues from foreign buyers and its transmission to NMDC. the claims 
preferred and received by MMTC were required to be verified and 
checked in NMDC involving duplication of the clerical and accounts 
work. ,.. 'f---t 

12.7. The Corporation suggested that terms of agreement between 
MMTC and NMDC, might be simplified so that NMDC would get the 
amountslpayments straight as the producer at mine-head. NMDC 
should not be loaded with liabilities and responsibilities of trade 
risk and transportation loses beyond "FOR" stage; those should be 
borne by the trading organisation. 

12.8. During evidence the Financial Adviser, Department of 
Mines stated that the price was fixed by the Government in 1966 and 
it was going on for a number of years. Thereafter the NMDC de-
sired that the system might be changed. So this matter was referred 
again back to the Government. The Finance Secretary (Expendi-
ture) who was deputed by the Committee of Secretaries to give an 
award in this matter, gave the award that t-he Bailadila price may 
be fixed en FOR basis at Rs. 20.50 per tonne. This award was accepted 
by the MMTC but was not accepted by the NMDC. The Corporation 
raised objections to tMs award and So the matter was again referred 
to the Finance Secretary. In the finding it was also mentioned that 
the price of Rs. 20.50 millht be continued- for the year 1971-72. 
Further discussions between the NMDC and MMTC were to be held 
for the year 1~72-73. Final decision for 1972-73 is yet to be arrived at. 
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12.9. The salient points of award by the Finance Secretary were 
as follows:-

(1) The new basis for price will be FOR Vizag. Port, the 
actual railway freight according to RIR and sales tax, if 
any, paid by NMDC would be to •. the account of MMTC. 

(2) The period of contract on the new basis will be three years 
from the 1st Apdl, 1971. Although the Export of Kiriburu 
ore will cease after 1971-72, the existing arrangement for 
the pricing of Kirlburu ore may continue in 1971-72. 

Bailadila 

(3) NMDC accepted full liability in regard to moisture and 
fines in terms of long term contracts between MMTC and 
Japanese Steel Mills. 

(4) An addition of one percentage by weight will be made to 
all shipments in 1971-72 to compensate the NMDC for 
losses in transit. Final payment to NMDC would be made 
on the basis of weight so determined. Actual per-
centage of loss and transit during a year would be studied 
and applied to next year's shipment. 

(5) The stock of Bailadila ore in the port dumped as on 1-4-71 
would be revalued at mutually agreed price, FOR loading 
pOint at the mine, effective from that date. Other charges 
like freight etc. paid by NMDC would be reimbursed by 
MMTC. This should also apply to ore in. transit from the 
mine to the port on 1-4-71. 

(6) For any shortages and excess in the port dumps, no adjust-
ment would be made .. 

(7) NMDC would bear 50 per cent expenditure by NMDC on 
sampling and survey. 

(8) MMTC will pay 90 per cent of the price of ore on the basis 
of RIR weight each week which will be adjusted in relation 
to each shipment taking note of variations from the con-
tractual speCifications, the weight of each shipment as 
determined by the draft survey and other factors. The 
final adjustment bills will be settled by the MMTC as 
quickly as possible after each shipment. 

(9) There was no agreement between the NMDC and MMTC 
in regard to (i) price ,)f Bailadila ore; and (H) the wage 
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escalation clause suggested by NMDC. The price of 
Rs. 20.50 per DMT equivalent to 19.89 per WMT would 
give profit of Rs. 4.36 per WMT on Bailadila ore after 
charging devaluation but before a payment of interest. In 
other words, this would give a gross return of 5.2 per cent 
on capital. '" 

In regard to escalation on wages, it was stated that the wage 
rates prevailing at Bailadila Mine were substantially higher 
than the statutory minimum wages. If there be any 
increase in wages as a result of recommendations of Wage 
Board and NMDC were to pay more wages according to 
such recommendations, the question of any increase in 
price as a result of such revision of wages might be mutual-
ly settled by the two Corporations. 

12.10. In a note after evidence, the 'Department of Mines stated 
as under:-

"The Committee of Secretaries on Iron Ore Exports, in its 
meeting held on 4-2-\971, accepted the suggestion made by 
the Department of Mines, that MMTC should pay to 
NMDC for the iron ore exported by the latter, on the F.O.R. 
basis, effective from April 1, 1971. The Committee also 
desired that the Chairman of the two Corporations should 
discuss the whole question between themselves and if 
there were any differences these should be referred to 
.s~retary Ministry of Finance Dept. of (Expendi-
ture) for settlement. No settlement could be reached 
between the two Corporations specially on the specific 
F.O.R. price. The matter was, therefore, referred to 
Secretary (Expenditure) who recommended in October, 
1971, a price of Rs. 20.50 per DMT for the Bailadila ore 
for a period of three years upto March, 1974. He also re-
commended that the status quo for exports from Kiriburu 
which were to be stopped by the end of 1971-72 should be 
maintained. The recommendations made by Secretary 
(Expenditure) were considered by the Board of Directors 
of NMDC who decided that the Corporation should write 
to the Government again, as the recommendations were not 
acceptable to it. On receipt of a reference from the Corpo-
ration, the Ministry took up the matter with the Ministry 
of Finance. A meeting was held in the Ministry of 
Finance in July, 1972, at which it was decided that the 
Chairmen of the two Corporations should again meet and 
try to settle the price questions for Bailadila exports. It 
was also decided in that meeting that the recommendations 
given by Secretary (Expenditure) in regard to price of 
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Kiriburu ore need not be reopened. The matter is accord-
ingly under discussion between the two Chairmen. Based 
on the discussions so far held, Chairman, NMDC. has 
already made a revised offer to Chairman, MMTC propos-
ing (a) a composite prices for the ore produced from the 
mechanised mine and the fioat ore at Bailadila for a period 
of three years ending March, 1974; (b) the price for the 
mechanised operations being based on 90 per cent opera-
tional efficiency with a return of 12 per cent on the capital; 
(c) acceptance of the other terms of the contract as re-

commended by Secretary (Expenditure); and (d) an 
ad hoc payment by MMTC to NMDC of Rs. 1.5 crores 
pending settlement of the price question. (The outstanding 
with MMTC is now Rs. 15 lakhs. 

, 
Thus, some of the points have already been narrowed down and 

Government expects that the matter would be satisfactorily conclud-
ed very soon. However, in the event of any difference of opinion on 
specific aspect still remaining between the two Corporations, Govern-
ment would intervene at the appropriate stage." 

12.11. The Committee invited the attention of the Chairman of· 
National Mineral Development Corporation to his speech at the 12th 
Annual General Meeting boeld on 31st October, 1970 which inter-alia 
stated as follows:-

........ An indication of the seriousness of the situation can be 
had by considering the fact that every tonne of ore ship-
ped by your CorporatIon from the beginning from Kfri-
buru and Bailadila has fetched for it an everage amount 
which is not even half the prevailing market lU'ir.e at 
which MMTC purchases ore for the similar grad( tnd 
specifications for the Barajamda area." 

12.12. The Committee wanted to know whether on this basil r. 
would be correct to say that a differential treatment was given to 
the Corporation. In a note after evidence, the Corporation clarified 
that NMDC was treated on a different footing from other producers 
of iron ore from whom ore was purchased and exported by MMTC 
to Japan as indicated below:-

(1) Other producers of iron ore were paid on FORIPlot at 
Mine head price with no obligations for risks or liabilities 
and expenses beyond sales-tax, if payable, being the 
liability of MMTC. 
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Against this, NMDC got from MMTc. the net residue from 

the FORT realisation after deduction therefrom all ex-
penses (e.g. customs duty, port charges, rail freight etc.) 
payments including MMTC's own margin of 15 paise per 
tonne. 

(2) Besides, NMDC bore all losses in transit as well as the 
exchange losses in foreign currency. 

(3) NMDC also bore the loss in realisation at destinational 
pgrt on account of weight, moisture percentage variations 
etc. as per contract between MMTC and Japan Steel 
Mills besides penalities and destinational supervision ex-
penses. (The sales-tax payable was also to be borne by 
NMDC). 

(4) The time-lag in getting NMDC's dues on the basis of 
FORT realisation had been significant as such payments 
were linked with the payments received from the Japanese 
buyers by MMTC. 

(5) The quantum of residual realisation was major factor that 
made all the difference. 

On an average, NMDC had been getting very low amount per-
tonne as would be seen from the statements, given below, showing 
the residue received by MMTC on an average from year to year:-

hems 

I KIRIBURU ORE 

1968-69 and 
1969-70 

1970-71 1971-72 
1967-68 

Rs.tonne per 
centlge 

Rs. tonne per 
centage 

Rs. tonne percen- Rs. tonne percen-
tage tuge 

(A) FOBT !I6' 94 
Reasislrion 
(B) Railway 
Ireight 23'00 
percentages 9' 00 
F.xport dty 10' 00 
MMTC,7. 
Commission I • 00 
IJlcidentals l' 7S 
Ronlty & eesal' 7S 

(B) TOTAL 

Residue avail-
able to 

40'4 28'00 49'2 32'00 
IS'3 9'00 IS'8 9'00 
17'6 6'00 10'5 6'00 

1'6 0'75 1'3 o'7S 
3' I I' 7S 3' I I' 75 
3' I I ' 7S 3' I I . 7S 

NMDC(A-B'J 10'44 18'4 9'69 17'0 5'69 

@From January, 1972 
oi}:rom December, 1971 

100 @SS'94 

56 '3 32'00 
IS'8 9'00 
10'S 6'00 

1'35 0'75 
3'T 1'75 
3'1 -2'25 

9'9 

100 

57'9 
16'3 
10'9 

1'4 

3'2 
4'0 



un 
%, BAILADlLA DEPOSIT-14 

------- .. ---- •. -.-_._---
hems 1968-69 1970-71 (Plov bioI tl) 

RS,.'tonne/percentase RI./tonne/percentage Rs,/lonne/percentllge 

kA) F,O.B, T, 
eal.a.ion 69'67 100 69'67 100 69'67 100 

(B)Railwayfreight 33'50 48 '1 33'50 48' I 35'00 50'2 

(C) Pon charge. 9'00 1l'9 9'00 1l'9 9'00 12'9 

Export Duty 10'50 15'1 10'50 15'1 10'50 15'1 

MMTC's commis-
son 0'75 1'1 0'75 1'1 0'75 I· I 

Inc dentals 1'75 2'5 1'75 %'5 1'75 2'5 

Royally & Ces~ 1'50 2'2 1'75 2'5 1'75 %'5 

TOTAL 57'00 111'9 57'25 82'% 511 '75 84'3 

Re. due a vailab Ie • 0 
NMDC(A-B) 12'67 18'1 12'42 17'8 10'92 15'7 
.. - -~.,",--- --. ---- .. ----- .. --------_ .. _-_ .. _-_._---

• (2) In respect of Bailadila Deposit 14, for the year 1971-72, pend-
ing finalisation of price on FOR basis, MMTC is paying as. 18.43 
per WMT after deducting therefrom sampling and analysis charges 
and other penalties, 

To summarise, NMDC had been getting, on an average, RI, 3.51 
to RB. 12,67 per tonne excluding Royalty and Cess during 'the last 
few years against Rs, 19/- per tonne being paid by MMTC to other 
iron are producers at Brajamda and Bellary Haspet," 

It may also be seen from the statement "contribution to other 
agencies" in paragraph "that the total commission paid to MKTC 
uptn end of 1971-72 amounted to Rs, 161.40 lakhs. 

12,13, The Department of Mines also confirmed that NMDC was 
being treated by MMTC on a different footing from other producers 
of iron ore who were paid by MMTC on FOR/examine plot basis 
and it was in view of this consideration that Government decided 
that the price payabJoe to NMDC should be on FOR basis, It was also 
stated that the matter was still under negotiation between the two 
Corporations. 

12.14, Asked about the experience of NMDC in the matter of 
export through MMTC and whether it would be advantageoul for 
NMDC il they themselves were to take up exports directly, the Cor-
poration stated that it would be to NMDC"s advantage to export ore 

·Subject to veriftcation 
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directly only if it could get residual FOR price comprising the cost 
and a reasonable return on investment. Ore produced manually or 
from semimechanised mines in Bellary[Hospet and Barajamda areas 
was cheaper than ore produced from mechanised mines. However, 
if fair wages were also paid by the former category of mines, 
ore from mechanised mines would be cheaper. Historically, export of 
ore was being canalised through MMTC and it had acquired adequate 
market knowledge and expertise in trading. It would, therefore, be 
advantageous to keep the trading activities with MMTC long as 
NMDC was paid a fair price inclusive of adequate return on invest-
ment. 

12.15. In this connection, the Department of Mines also stated 
that it was the policy of the Government to canalise all exports of 
iron ore through a separate trading agency which in this case was 
Lhe MMTC. NMDC was meant only as public sector producing 
aagency. The Department of Mines therefore, had no comments on 
the advantages if any, if the exports were arranged directly by 
NMDC. 

12.16. The following dues to be realised from MMTC as on 
U1-3-1972 are still outstanding on 1-8-1972. 
(i) Bailadila-14 

For the difference between the sale price and money received 
from MMTC for the quantity of are exported[despatched during 
1971-72, NMDC received for Bailadila are export Rs. 677 lakhs. On 
the basis of Rs. 18.43 per D.W.T. FOR, which had ,been fixed as an 
ad hoc price payable to NMDC (pending a final settlement of prices) 
NMDC was to get Rs. 66.73 lakhs more for 1971-72 exports as on 
lIst March, 1972. In addition, sale price of iron ore stock and in 
transit as on 31-3-1972 was also to be received. The actual dues 
could be worked out after FOR price was finally fixed. In respect of 
Itrevious years the following were due to be realised:-
- _ ..... __ ._ ........ _-_ .. _------_._ ..... -----_ ... -... -------.---------.-

Final payments 
Despatch money 
Freight account 
(Statement as in Appendix III) 

(ii) Kiriburu. 

(Rs. in 
lakhs) 

66'73 
I'SS 

00'38 

The outstanding was Rs. 12.44 lakhs on 31-3-1972 (Statement as 
in Appendix III). This figure was based on computation of net resi-
dual FOBT price of ore. If Government decides on FOR price for 
this ore also, the amount will need amendment on that basis. 
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Besides there were a few disputed items pertaining to pre-rupee-
devaluation period (prior to 6-6-1966) on which decision was still 
awaited. They relate to:-

Railway freight for moisture debite.l to NMDC in the pre-

( Rupees in 
Lllkhs) 

rupee devaluation period 14 
Port charges for moisture • S 
Loading and Trimming charges • 1.28 
Tax credit refund 41 

61.28 

12.17. The Committee note that the sale of iron ore to Japanese 
Steel Mills in terms of agreement entered with them for the deve-
lopment of Kiriburu and Bailadila Mines is being made by the 
NMDC through the MMTC. In paragraph 77 of their 11th Report, 
the Committee suggested that the Corporation should work out itl 
costs of exporting the ore independently and if the cost did not work 
out to be more than the commission paid to the MMTC it might be 
economical for the Corporation to take over the work from the 
MMTC. This aspect was examined by the NMDC in 1969 and it came 
to the conclusion that if the funds to the extent of Rs. 2.3 erores 
were made available to the Corporation, it need not pay to the MMTC 
the element of the service charges representing "Finance obligations" 
excepting over-head expenses. The Committee find that already 
NMDC has paid Rs. 1.61 crores as commission charges to MMTC 
upto 1971-72. The Committee were informed that it was the polley 
of Government to canalise all export of iron ore through a separate 
trade agency which, in this case, was MMTC and so long as the 
NMDC was paid a fair price inclusive of adequate return on invest-
ment it should be advantageo,.s to keep the trading activities with 
MMTC. The Committee also find t}tat the question of price payable 
by MMTC in respect of ores exported through it, has been for long 
under dispute and it was only in October, 1971 that the Finance 
Secretary had given award about the fair price payable by MMTC, 
according to which the Corporation would be selJing the Bailadila ore 
to MMTC on a FOR Vizag Port basis w.e.f. 1-4-1971 and the existing 
price formula for Kiriburu ore may continue for 1971-72. Though 
the MMTC had accepted the award, the Committee find that NMDC 
bad been making further representations on the award. The Com-
mittee were also informed that the matter was stilI under negotiation 
between the two Corporations. The Committee need hardly stress 
f:hat in the interest of improving the financial position of the Cor-
poration, an early settlement of the price should be arrived at. 



XIII 

FINANCIAL MATTERS 

A. Capital Structure 

"' 

13.1. The Corporation was registered with an authorised capital 
of Rs. 15 crores. The authorised capital ~nd paid-up capital as on 
31st March, 1972 were Rs. 70 crores and Rs. 58.97 crores respectively. 
1 n addition, Government had from time to time granted loans to 
the extent of Rs. 2605 lakhs excluding Rs. 559.50 lakhs drawn for the 
Khetri Project. Consequent on the transfer of Khetri Copper Pro-
jed ·to the Hindustan COPEer Limited, the loans due from the Cor-
poration were reduced by Rs. 1016.88 lakhs representing the value 
·)1 the net assets transferred. The loans allocated to the Khetri Pro-
ject by the Corporation being Rs. 559.50 lakhs, the balance of Rs. 
45'1.38 lakhs was reduced from the loans allocated to the Kiriburu 
Project. The Corporation repaid loans to the extent of Rs. 1146.50 
lakhs excluding adjustment of Rs. 559.50 lakhs pertaining to Khetri 
and leaving a balance of Rs. 1458.50 lakhs as on 31-3-72. 

13.2. The debt equity ratio as on 31.3.1972 was 0.26:1. The devia-
tion from the accepted pattern (viz. 1:1) of debt equity ratio was 
due to treatment of the entire value of assets transferred on account 
of Khetri Project as loan, without reducing the equity of the Na-
t:onal Mineral Development Corporation Limited. 
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Notes: (i) Capital employed represents net fixed assets plus work· 
ing capital (excluding provision for gratuity). Assets 
relating to the units under construction have not been 
separated in working out the capital employed. 

(ii) Net worth represents paid up capital less intangible 
assets. 

The cumulative loss incurred by the Corporation upto 31st 
March, 1972 amounted to Rs. 1270.83 lakhs. 

13.4. The Committee asked the Corporation the rationale of 
asking for reimbursement of cash losses. The Corporation informed 
the Committee that "the loss had been caused mainly to external 
payments which constituted now about 93 per cent of sales realisa-
tion in Kiriburu and at Bailadila it is about 87.6 per cent of the FOBT 
sales realisation. Corporation's ('osts are comparable with the costs 
in other similar mechanised mines with the sale price externally 
fixed and other participants getting their full share, NMDC's resi-
dual realisation has been dwindling, due to factors beyond their 
control. If the entire export transaction had been reflected in the 
Books of MMTC, MMTC would have got reimbursement as applica-
ble from time to time. NMDC is. asking for nothing more, NMDC's 
cumulative losses are less than 90 per cent of export duty paid, to 
the' Government". No decision has however, been taken regarding 
reimbursement of losses pertaining Kiriburu or Bailadila Project. 

13.5. The Corporation has been in~urring losses every year. The 
losses incurred by the Corporation during 1968-69, 1969-70, 1970·71 
and 1971-72 are as under:-

T968-"9 

1CJ69-70 

1970-71 

1971-72 

Le~' 
tiurinJl: 
the Yl"Bf 

Cumula-
tive IO'~l"5 
beginning' 

(Rs. in lakhs) 

188 49 628 II 

48'28 ~6J 19 

3~9·61 920 ·RO 

3~o·o3 1270· R3 

The los8 upto 31-3-1971 amounts to Rs. 920.80 lakhs and equity 
as on 31-3-1971 stands at Rs. 4528.03 lakhs. The percentage of loss 
298 LS-12. 
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works out to 20.03 per cent. The l~ upto 3,1--3--1972 is. &.. 1270.83 
lakhs which ~orks out to 21.55 . per cent of t:b.e equity c~ital as on 
31-3-1972. , '. i 

13.6. Asked a,bout the reasons for the increa,;e· in losses during 
1970-71. The Corporation in a written reply stated that the reasons 
fot the increase in losses in 19'10-71 were mainly as follows~-

(i) Value of fines taken credit for in 1969-70 excluded for 
closing stoCk and written back in 1970-71 , 

(il) Increase in Railway freight for Bailadlla ore from Rs. 
33' 50 to RH. 35 per tonne 

(iii) Actual depreciation in 
Baildila Pro;ect , 

(iv) Extra personnel expenses Wages, Salaries etc. 
~D) Repair & Maintenance expenses etc. 

TOTAL 

(R~: in lakhs) 

59'22 

49'32 

g9' 13 
·-I..Z7·o.-

35'44 
57'32 

317'47 

13.7. The Committee enquired as to when the Corporation was 
likely to break even. In a written note, the Corporation as well as 
the Department of Mines stated that NMDC would make profits 
when the sale price paid by MMTC was fixed on the FOR' 1)asis and. 
provided in it a reasonable return on investment. , ' 

From the Annual Report of the Corporation (1971-72),it was seen 
that the Corporation earned in 1971-72.foreign exchange of Rs. 6 
crores from the sale of Kiriburu and Rs, 25.45 crores as a result of 
export of ore from Bailadila. 

C. Earning of foreign exchange 
13.8. The total foreign exchange earned by the Company 'up to 

31st March, 1972 amounted to Rs. 14,250 lakhs as under: - . 

Year 

1964-6S 

196,-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

• 

Kiriburu Bailadila 
(Rs, in lakhs) 

53 

295 

957 

1064 126z 

1049 II 73 

85z 208z 

946 2368 

604.4 ' 2S4S 

S8:zo 8430 
.. - .------.--... ~----

• According to Audit this repreae nts actual depreciation showing the 
year. 
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13.9. In earning the foreign exchange the two mines (Kiriburu 
& BailadiI8 Mines) lost Rs. 1105.80 lakhs upto the end of 1971-72 as 
under:-

Year 

Upto 

1970-71 

1971-72 
(Prov.) 

TOTAL 

Total losses 

Kiribt,tru 
(Rs. In 
lakhs) 

413'66 

II7'46 

171'89 

Bailadila 
(Rs. in 
laths) 

137. 63 

219'37 

4S'83 

13.10. It was also stated in the Annual Report; 1971-72 ~It is how-
ever gratifying to note that notwithstanding the finan~ial, difRculties 
and the fact that production at ~oth the mines was below capaciy, 
the producion costs of ore in the mechanised mines of the Corpora-
tion compare favourably with those in similar lines, in the country." 

13.11. The Committee desired to know whether the Corporation 
made any attelrtpt for comparing the cost 'of export with that in 
International Mining Companies. In a written reply after evidence, 
tHe Corporation stated that this was not clone. However, on the basis 
of a, project appraisal of a new mine .being developed in Brazil, a 
comparisdri was made and 'the position \fa,s ,as1.ind\!r: 
cbrnp8rison nfcost' of production' (FOt3T COST) atnongKfriburu, 
Bailadila & MBR (BRAZIL) Projects: '" ,'r: 

R.O.M. Capacity (in million t~nt"~) 

1 R.Q.¥- Production (La miIliontoI1nes) 

'0/"'" of Operatioll ROM 
Saleable output capacity (In millioQ tonncs) 

,'I 

Actual output 

%age of operation Saleable output 
-Tneludes saleable fines also. 

, ' 

Kiriburu Bailadila 

(r~l'I) 

5'S 

,3' S" 

90%' '64%' 
J'B 3.6' =, 'f~~-

recovery) recovery) , 
1:64 u" 2'2, 

61% 

• , ",10'0 

. ~; . " 



A. I. Mine 

B. 

2. Admini~tration expenses 

3. Royalty & Ce8s/In~urance/Tax 

4. Depreciation 

5. Interest . 

TOTAL-(F.D.R.) 

A 

l. Railway freight (lead in Kms.) 

2. Port charp'es/Termin,ll 

3. MMTC's Commission 

4. Ellport duty 

5. Incidentals 

TOTAL Beyond (B) 
(F.D.R.) 

Total cost of production (A-,B) 

170 

(R~. per-tonne) 

g. 53 9'73 844 

275 2' 51 109 

1'56 I' 75 1·82 

395 6' S6" 9' 38 

0'01 3'79 4' IS 

16'80 24'34 24'88 

, 32'00 35'00 19'07 
(770 Kms.) (475 Kms.) (640 Kms) 

6'00 

1'75 

49' 50 

6630 

9'00 

0'75 

10' So 

I' 75 

21' 33 

J621 

13.12. As would be seen from the data in respect of M.B.R. Pro-
jects, indicated above, NMDC cost of raising was comparable but 
the external costs were high. 

13.13. From the Annual Report it is also seen that in respect of 
Kiriburu that ''The net residual sales realisation left with the Cor-
poration is totally inadequate to meet its cost expenses. The Gov-
ernment has therefore been approached for a subsidy to the extent 
ofiO per cent of export duty paid by the Corporation for Kiriburu 
ore exports." The Corporation has approacbed the Government of 
India several times since April, 1965 for subsidy to the extent of 
cash losses incurred by it on the export of iron ore to Japan. Against 
the accumulated loss of Rs. 628.11 lakhs (including Rs. 539.03 la'khs 
pertaining to Kiriburu Project) upto 31st March, 1969, the Govern-
ment paid an amount of Rs. 138.42 lakhs on 31st March, 1970 in reim-
bursement of the cash loss of Kiriburu Project. 

• • Include!! development eXl'l"nses of R5. I' 89 also. 
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13.14. The question of reimbursing the balance of the loss is still 
under the consideration of the Government. 

13.15. During evidence, the Committee enquired whether the 
financial position of the Corporation during 1971-72 showed any 
change or improvement. The representative of the Ministry stated 
as follows: . 

"Now Kiriburu's position will considerably be impl'oved. Kiri-
buru may not lose. The losses were on export account. 
Now, we are switching over to Bokaro and it will certainly 
not be bad. As far as Bailadila is concerned, I think 
there would be no loss with increase in production. With 
the revised position, NMDC must be in the plus. In res-
pect of Donimalai we have still to negotiate the price but 
I think it will not be a loser. In respect of the two major 
projects, the financial position is entirely different now. 
We have also asked them to do the best U; reduce the eost 
of production." 

13.16. The Ministry of Steel and Mines (Department of Mines) 
further clarified the reasons for the increase in cumulative losses. 
On an average NMDC had been getting only net FOBT residual rea-
lisation for ore exports which had been dwindling from year to year 
as under:-

(Rs. per wet metric tonne) 

Kiriburu Bailadila 

Gross External Net Grols External Net 
FOBT Payments residual FOST payment residual 
Relilisation rea Iisation realisation realiaation 
by MMTC byNMDC byMMTC byNMDC 

1969-70 :;6·94 47'z5 9. 69 69'67 ~7z5 U·4Z 

1970-71 ~6'94 SI'ZS ~'69 69'67 58'75 IO'9z 

1971-72 56. 94 S I· :Z5 5·69 J8'4~ :z z~ 16,18 

Upto I2f1971 

Prom Jan., 1972 SS'26 SI'7S 3'51 18'43 2'7~ 15'611 
. -- --~-.-.--

(il) While the realisation for Kiriburu had been dwindling with 
the restriction on production On account of reduction in export com-
mitments (1.5 million tonnes DLT in 1969-70 and 1970-71 and 1.0 m. 
tonnes D.L.T. in 1971-72), the cost of production had been increasing. 
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~ , (iii) 'the Sale prices of wre are fixed externallY'lind with exces-
sive increase in railway freight and 'oth~rliabilitiea accumulation 
of losses becomes, inevitable., With FOR (i.rrange~e¢S iplplemented 
,the ~ition wou;ld improve provided the arrangem~nt" covered bQth 
KiribUl'U and Bailadila ,ore export$ andNMDC would get a reaso~
able price providing for adequate return on investment. 

, ,(iv) RailwaY' freight for the ore ha<iincreased from time to time 
as under:-

, , I . I l' ~ 

((.!'.I'J .' 

From 6.6,1966 
, From 1.4.1968 
'From 1.4.1970 

, . , . 'i, ' 

Kiriburu 
23.00, 
'28;00 
32,.00 

(Rs. peT tonne) 
'Bailadi~ 

ao.oo (1967-68) 
33.50 
35.pO 

(v) Rciyalty. wasrnisedby 50 paise per tonne since December, 
1971. 

(vi) Devaluation caused a reduced rupee realisation of Rs. 1.68 
.p,ef :tol\~e lor Kiriburu ore. , 

"'(vii) 1I'.O.R.arrang.meri~s hadbeenimplementated adopting an 
ad hoc ptIce 6f Rs. '18.43 per wet metric t011rte fcir Bailadila only. 
The price had not been 'finally decided upon. 

D. Contribution to Agencies 

13.17. The Corporation contributed Rs. 11513.78 lakhs to the earn-
ings of the following other agencies up to 31st March, 1972: 

(Rs. in lakhs) 
---.~-,.- .-.--------.. --

Year Railway Port Bzport Royalty MMTC Total 
freight charges duty IlIld Cess Commis-

sion 

-----------
1964-65 40'84 6'50 3'03 50'37 
1965-66 2~7'64 14' 12 

1966-67 396'07 223'58 120' 56 29'93 13'91 1032'81 

1<)67-68 567'33 2°5'23 236'15 41'37 21'85 1071'93 

1968-69 1202'33 306'68 309'34 62'6~ 2.4'22 1905'20 

1969-70 1356'54 ~94'78 394'38 73'10 31' 16 2249'96 

1970 -71 16J8'79 444'5~ 444'36 83'54 35'26 2626'51 
, , 

I97I-?~" . IsS9,' CO ' ~3~.op ,~6·,~ 84.'00 3;5'00 2577'00 

I .' ! ~ ". , In " TOTA~ . 7008'54· 2~1,'33 195°'79 39~~72 161'40 11513' 78 
_,._1. .'.":' .. __ ~._.~ __ ~ . ._:..._,_. I 
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·lS.18;'The'·Comrnittee'desired to know whether the Government 
had' taken any positive st~s to improve the financial position Of the 
Corporation. The Department of Mines stated that some of the px:in-
cipal, steps. taken. by the Governmemt to improve the financialposi-
tiOll of the CQI'poratJon were 'as under: 
• I ··,,··,(t) Gove1'llII1enf had agreed that theprlce to'be paid' by 

", ) . MMTC to the NMDC should be on an F'O~ basis \vith the 
, provision of al'reasonable return on investment. 

(ii) In respecf of Bailadila-14, Government have sanc_oned 
.• th~! riecessary additional equipment to enable NMDC ,to 

achieve the r~ted capacity., " , 
(iii) Governmeqt· h~,.,e~~thoriBeQ NMDC, to pr,epare the neces-

I sB!J plans for utipsaiton of the tines ,in the- form of pellets 
, which will eventually improve the economics of,the 

projects. . , 
.. '(iv) +Gover~ent hay~.agreed in principle· .W feimbursethe 

cash )osse~ suffered by Kiriburu Mine from 1-4-1969., 
(v) Government have alsoiiSUed necessjry instructions to 

the Corporation to' curtail its produ<;~on casts to the 
" " exteq.t ~ossible." 

. ·13.1~;.,The Committee are unhappy to find the.,diMJIietiaI fbuul-
cial position of, the ,Corporation which ha:i accWQuW;ed 'Ioes of RI. 
12.7 , cr?res, repre~nting 2J..5 per " cent of the equ,Uy, capital, -* the 
end or 31~3~'72. The loss is mainly on account of a loS8of ,Rs. ,801.90 
lakhs in'Kiriburu and a. ~~.·,400.08 in Bailadila. The persistant bad 
performance of the Corporation irom 1968-69 to 1971-72 should amoog 
other fadors, be attributed to the fact that production at Kiriburu 
and Bailadlla was much below the capacity. As may be leenUom 
para 3.23 the Kiriburu mine is in fact operatilll only to one-half of 
its capacity while Bailadila Plant operations have not shown .ubs-
tandsl improvement. Of the' two major mines, Kiriburu accoUllts 
for less than 1/4: of the total production of the NMDC Itut ita pro-
fitability is entirely dependent upon the off-take of ore and fines by 
Bokaro Steel Plant and fixation of the sale price therefor. 

13.20. On the export side "paft bom the low level of production 
in the two mines and consequent reduction in exports, the Co.mit-
. tee find that the external payments like Railway freight, POI't 
charges, export duty,. commission etc. have also contributed to the 
loss. The Committee hope that the F.O.R. arrancements now 
.. -. --- ---- ~ .----_._._-' ..... _----_._. __ .------_._------ -.-

·At the, ti~. of tactual verification Audit 'has pointled out that "the 
note of discussion by the Secretary.Ministry of Finance (dated 24 July. 
1972)' indicated tllat for.' KiribWf'u reimbursement of each 10ie would 
be considered and not that the Government had 'aereeci in' principle 
to reimburse such losses." 
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agreed upon by MMTC as II result of the award of the Finance 
Secretary would help in improving the financial position of the 
Corporation. 

As the Corporation have now gathered valuable experience in 
mining of ore, it should he possible to bring down the cost of pro-
duction by adopting most efficient methods by' developing production 
to the futl potential. The Committee need hardly point out that as 
iron ore constitutes the main raw-material for the steel plants its 
supply at competitive rates would help the public sector to produce 
iron and steel at most competitive rates. As pointed out elsewhere in 
the report there is great scope for increasing export of iron ore to 
other countries particularly Japan and this can lte done on a sus-
tained and long-term basis only if the Nationnl Mineral Develop-
~ent Corporation are able to raise the ore at most competitive 
price!!;. 

13.21. The Committee would like to be informed of the measures 
taken or proposed to be taken by the National Mineral Development 
Corporation to increase the eftldency of its production and to 
reduce its operating and overhead cost. 

13.22. The Committee have pointed out elsewhere in the Report 
that the operational cost as well as overheads of N.M.D.C. particular-
ly In BailadUa and other iron ore projeds are excessive. The Com-
mittee feel that' detailed costing of operations should be done by the 
Financial Adviser's organisation so as to assist the management in 
taking timely action to improve performance and effect economies. 

E. Intemal Audit 
13.23. The Committee on Public Undertakings in their 15th 

Report (4th Lok Sabha-April, 1968) on 'Financial Management in 
Public Undertakings' recommended that the functions of the In-
ternal Audit should include a critical review of the systems. proce-
dures and the operations as a whole. The Ministry of Finance 
(Bureau of Public Enterprises) while accepting the above recom-
mendation directed in September, 1968 the Public Enterprises to 
introduce such a system. The Internal Audit Cell of the Corpo-
ration has, however, not conducted so far (December 1969), any 
appraisal of the performance of the Projects on the above lines. 

13.24. 'M1e Ministry stated (May, 1970) that "the Internal 
Audit Unit has since been strengthened and appraisal of the per-
formance of the projects would also be undertaken during 1970-71". 

13.25. In a written reply after evidence, the Corporation inform-
ed (September, 1972) the Committee that the Internal Audit cells 
have since been sanctioned for the operating mines at Kiriburu and 
Bailadtla Deposit No. 14. The Internal Audit Party from Head 
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Office has also been visiting the Projects according to r rogramme 
drawn up from time to time. 

Action for evolving suitable operation standards for production 
has been initiated and the work is expected to be completed by the 
end of 1972. Technical appraisal will be taken up immediately 
thereafter. 

13.26. The Committee regret to note that in spite 01 the instruc-
tions issued by Ministry of Finance (Bureau of Publk Enter-
prises in September, 1968 in pursuance of the recommendation by 
the Committee on Public Undertakings in their 15tb Report (4:th 
Lok Sabh a-April , 1168) on "Financial Mana,ement in Public 
Undertakin,s" that Internal Audit should include II critical review 
of the systems, procedures and operations as a whole. the Internal 
Audit Cell of the Corporation has not so far conducted any apprai-
sal of the performance of the projects. The Committee were inform-
ed that only recently the Corporation sanctioned In~ernal Audit 
Cells for the operating mines at Kiriburu and Bailadila and action 
for evolvin& suitable operation standards for production initiated. 
The Committee recommend that Internal Audit Cells should be 
activised to dischar,e their functions and responsibilities so that the 
Management can take advantage of the reports of internal audit in 
setting right the defects in the working of the Corporation. 



,XIV 
, I 

OONOLUSION 

14.1. The C~mmit,teeha,~e expressoo regret ~.h~t n~~psto,the tar-
·get of 80milIl(')tl1 tdtines'for export to ,JaPan ot;tly abou~,W.6~Wi~n 
tonrles 'f~ Kit'iburtt and 11.86' inilliontOn'nes from 13ailadila till 

;'31-3-1m were' eXported and'a re\iis~d a'gr~IIlerit' 'was, entered ~to 
'Wi th the :J a:p~rles~f 'tlft 'the, balahce': q uan ti ty: The E,~p~rr from Kifi-
bUtit had' beth{stopped and future. e~ports I \~"o~l?,: bp, .l~e 
,from Baila'(ma 'td'fulfil JI the' export" commitment "wfth rTapan. 
Th~:Committee have 'stressed' '~hat" every car~ should, "be 
taken 'during this transit period to See" tha't' whate~'er' cOm,,: 

'mittnen:t is' ma'de iTl respett of the quanm)' and' qualitx of iron ore 
tci -be expOrted to Japan' is hortoured in letter and spirit. For this 

'purpose there shdhldbe ari''efte'ctive anct'close coordination of all't}le 
'Qgettt'ies t~hc~~ed I namely ~DC, ,MMTC,' 'Railways,', For~ign 
'Tra~~, etc.'so that no bot1'.}~necks are allowed to, c~e in the, way 
ibf~rt commitments. '" , 

. 1, {; . . " r "I; ". 1. ! ,';:' '. 'l 4' 

~ '. , ' ,. !; I " " ' ,; . \ -

14.2. The' C6mmittee 'felt that proper and adequate attention was 
not paid at the time of taking vital decision about the machinery 
and equipment for Kiriburu Project. the man-power required, the 
assurance of production of lump and fine in proper proportions, dis-
posal of fines, timely mining and shipping of ore with the result that 
Kiriburu not only failed to achieve the export target and win more 
orders but has resulted in loss with far reaching adverse effect on 
the project ali a whole. 

The Committee found no reason why Government did not take. 
the basic precautions of having an integrated techno-economic de-
tailed study before entering into a firm sale. agreement with Japan. 
The Committee also saw no justification for leaving the work of 
technological investigation exclusively to I.B.M. without holding them 
responsible for the results. The Committee felt that the reports sub-
mitted by both these bodies should have been critically scrutinised 
by Government. What surprised the Committee most was that the 
decision to set up the Project, was taken with the full knowledge of 
the fact that there was no likelihood of any profit while there was 
every likelihood of a loss. 

176 
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14.3 .. The Committee have found from the actual services render-
ed by the consultants that the project estimates prepared by them 
were, inadequate and required a good deal of modifications 'Alith the 
result that the revised cost of project exceeded the original estimate 
by more than thr~e crores of rupees. The CommitWe also re-
gret to obEerve that the consultant's report was silent about the 
disposal of fines. 

14.4. The Committee have found that the Kirihuru Project could 
not .attain the rated capacity even in 1971-72. The sh()rtfall in pro-
duction of lump ore varied from 14 per cent to 22 per cent during 
the years 196(i..67 to 1970-71 and, increased to 48 per cent in 1971-72. 
The ,Committee have also observed that the shortfall in· produetion 
during 1971-72 had resulted in an increase in cost of Rs. 1.68 per 
tonne, and consequently the loss had also increased by Rs. 19.6 lakhs 
on account of the supplies made to Japan. ' 

The Committee, haVe found that the production did not follow 
any set pattern and Committee, therefore, found it difficult to accept 
the stand of the Corporation that its production wa:; deliberately 
c~tailed on this account. The Committee have strongly recommend-
ed that the Corporation should have a coordinated programme . of 
production in consultation with the Ministry of Railways without 
affecting the production targets. 

14.5. The Committee have found that though the Dt!tailed Project 
Report had envisaged the lump-fine ratio as 60:40 actually the lump 
fine ratio ranged from 44.47:55,53 to 58.27:41.73 during the six years 
from 1964-65 to 1969-70. The lump fine ratio in 19~0-71 and 1971-72 
were, however, 55.1'6:44.84 and 54.91:49.09 respectively, thus indicat-
ing excess generation of fines during 1970-71 and 1971-72.· The Com-
mittee were informed that from 1964-65 to 1971-72 the total reduc-
tion in cost that could have been achieved if the lump recovery had 
been as envisaged in'the Detailed Project Report was of the order 
Of. 65.81 lakhs. ' 

The. Committee have further observed that 4.88 million tonnes of 
fines have been accumulated unto . 31st Marh, lQ72 and 80 far no 
value has been assigned to these fines. Though it was decided to dis-
pose of the fines gradually to Bokaro Steel Plant, the fin~s c0\11d not 
be disposed of as the fines required' for Bokaro were of different spe-
cifications. 

14.6., The Committee note that if the lump recovery as envisaged 
in the Detailed Project Report had l>een achie:ved, there would have 
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been a reduction in cost· to the extent of Rs. 65.61 lakhs from 1964-65 
to 1971-72 and this constituted a loss to the Corporation. The Com-
mittee pOinted out that this loss would be further increksed by the 
cost of beneficiation of fines not to speak of the addi tional cost that 
may be involved in the acquisition and erection of plant and machi-
nery for such beneficiation. 

The Committee have stressed that to a considerable extent the 
economics of an iron ore plant depends on the commercial utilisation 
of fines. The Committee have therefore, recomme.nded that the Cor-
poration/Ministry should resolve the differences with Bokaro Steel 
Limited and arrive. at a reasonabl~ settlement of the selling price of 
the beneficiated fines to Bokaro S.teel Limited without any further 
delay. 

14.7. The Committee have found that the Detailed Project Report 
had recommended a total staff of 750 under different categories for 
the working of the mines at the rated capacity of 2 million tonnes of 
sized ore per annum. 

The Committee have expre~3ed their regret that the Kiriburu 
Project had be.en carrying a large number of surplus staff and this 
had resulted in an additional expenditure of Rs. 33.76 lakhs from 
1966-67 to 1971-72 and had caused an increase of 28 paise in the cost 
of prodUction per tonne on an average. The Committee have 
noted that the Management are already seized of the problem and 
have taken various ste.ps like voluntary retirement scheme, absorp-
tion of surplus workers in the new scheme without creating indus-
trial unrest, the Committee have felt that the Management should 
tackle this problem and find an abiding solution. Meanwhile at-
tempts should be made to deploy the surplus staff in such a way so 
as to reduce any loss to the project on this score. 

14.8. The Committee have found that in NMDC the output per 
manshift ranged from 3.37 to 4.25 during the period from 1966-67 
to 1970-71 compared to a rate of 5.39 based on the strength recom-
mended by the Administrative Staff College and 8.89 indicated in 
the Detailed Project report. 

The Committee viewed wiih concerned the wide variation bet-
ween the strength sanctioned by the Management and the strength 
indicated in the D.P.R. and have suggested that the Management 
should workout a realistic rate of output per manshift taking into 
account all the factors and ensure that the rates ate adhered to by 
a stricter supervision and increase production. 
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14.9. The Committee have observed that the Project Report had 
envisaged the availability factor of heavy mining machinery as 75 
per cent on the basis of two shifts working for 275 days in a year. 
On the basis of percentage of the utilisation of two types of heavy 
mining machinery viz. dumpers and dozers, the Committee have 
found that 5 out of 20 dumpers and 3 out of 8 dozers have been ac-
quired in excess of requireme.nts. Though the physIcal holding of 
dumpers was 20, two of them were of smaller capacity (viz. 15 tonnes) 
and hence could not be utilised for production since 1968-69 as they 
were not of the matching capacity with power shovels. Out of the 
remainin;g 18 dumpers three of the Euclid dumpers of 27 tonnes capa-
city were out of the production line since they met with accidents. 
The project had thus only 15 dumpers for actual utilisation. 

The Committee have failed to understand as to why two dumpers 
of smaller capacity were at all purchased if they could not be utilised 
for production purposes, and why these were lying unutilised since 
1968-69 and why the dumpers which met with the accidents could 
not be made serviceable or disposed of to the best advantage of 
NMDC. 

The Committee. have strongly recommended that the entire mat-
ter of purchase of dumpers should be thoroughly investigated and 
responsibility fixed for purchase of dumpers not of the required 
capacity and keeping them unutilised since 1968-69. The Committee 
have also recommended that the Corporation should immediately 
take steps to ensure that the surplus dumpers are usefully de.ployed 
on their projects taken up by the Corporation or diverted to other 
public undertakings with the help of Bureau of Public Enterprises. 

14.10. The Committee have also found that even the utilisation of 
the dumpers in the Kiriburu Project is only of the order of 35 to 40 
per cent as against the 50 to 60 per cent in other countries and this 
was mainly because of lack of availability of spares and not very 
much high standard of maintenance. The Committee have stressed 
that schedules and norms for repairs and maintenance should be 
fixed and advance action taken for procurement of spares, etc. The 
Corporation should ensure that schedules for repairs and mainten-
ance are strictly observed !'o that greater effiCiency in utilisatfon of 
the machines may be attained. 

14.11. The Committee found that Detailed Project Report envisag-
ed power consumption at Re. 0.073 per tonne. The Committee were 
also informed that at the existing rate of 14 paise per unit of power 
the consumption rate should be 86 paise per unit. The Committee 



eiXpressedregretthatsuch facts were not, brought to the ,notice of 
the Committee at the appropriate time. The Committee~veo-bl'erv
ed that the actual cost of power consumption per, tonne of ore during 
the years 1969-70, 1970-71 and 1971-72 was mUch in eXcess over the 
revised rate of 86 paise per unit. 

The Committee were not satisfied that such excess consumption 
of water alone should account for the increased cost of power con-
sumption. The Committe.e have recommended that the Management 
should ca~ful1y analyse the causes for such excess consumption of 
power and the Management should take steps to instal power metet's 
to a oontrol and have accurate readings for power (~onsumption to 
identify the causes of excess consumption of power and take suitable 
remedial measures. 

14.12. The Committee have observed that against the F'OBT cost 
of Kiriburu iron ore at Rs. 10.44 per tonne and selling price of 
Rs. 36.70 envisaged in the Japnnese Consulting Institute Report, the 
FOBT cost has increased from Rs. 61.90 in 1967·68 to Rs. 73.10 in 
19'11-72 and correspondingly the selling price also increase from 
Rs. 56.94 in 1967-68 to Rs. 57.29 in 1971-72. The Committee have ex-
pressed regret that the loss per tonne has thus increased from 
Rs. 4.96 per tonne in 1967-68 to Rs. 15.8 per tonne in 1971-72. The 
Committee, however, have found that amon~ other :reasons the 
increase in cost during 1971-72 was due to low Jevel of produ~tion, 
increase in wage bill and increase in cost of procurement of stores, 
spares etc. The Committee stressed that the Corporation should 
endeavour to bring down the mining cost by attaining the rated capa-
city of production with the maximum efficiency of labour. 

The Committee haVe also observed that so far no value has been 
allotted to the fines generated and which are transferred to Bokaro 
Steel Plant. The Committee have strongly urged thut Corporation! 
Government should expedite the 'settlement of the price of fines 
which will have a bearing on the cost of production of iron ore. 

14.13. The Committee have found that the Government of India 
decided to divert the Kiriburu Ore to Bokaro Steel Plant in view of 
the long Railway lead having adverse effect on the profitability of 
ore of Kiriburu Mine. & the Specifications of ore and fines· requir. 
ed by the Bokaro were different from those produced by· the Kiriburu 
Project, the Committee have seen that a Detailed Project Report for 
Modification and ExpaRsion of the Project was prepared in December. 
1965 and after some mpdifications and revision, sent to Government 
in November, 1968 for approval. 

14.14. The Committee have expresRed great concern that even 
after the. decision was taken in 1965 that the production in Kiriburu 
~hould be modified :110 as· to meet the requirements of the Bonro 
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Steel Plant and ~~ur,kela Steel Plant, the proeeas of investiga.tioD, 
preparation of detailed project, reports and sanction~eok nearly three 
yearsfroIll 1965 to 1968. : The Committee .have felt that such iAvesti-
gations should be carried out with ~,sense of. urgen<:y and in complete 
coordination with the agencies concerned so as to.avoid .unneceasary 
back' refe.rences. 

:14.15. The Committee have found that th~ ratio l·f lump to fine 
has been stated to be varying from 44'56 to 55'45. The Commit~ee 
have pointed out that in such a vital matter there should be preci-
sion and certainty for it affects the entire pattern of production the 
type of equipment required etc. The Committee have hoped that 
the matter should at ieast be' settled noW' and leavirtg no room for 
doubt. The Committee pointed out that the ratio of lump to fine 
should be such as would ensure the best utilisation of the iron ore 
resources of this mine consistent with the technological requirements 
of Bokaro and other steel plants. 

The 'Committee have o~ved that NMDC which is already run-
ning in losses does not know the final financial implications' of the 
modifications scheme as there is a difference in the sale price claimed 
by NMDCand the' pricewhicli Bokaro Steel Plant are prepared to 
pay. The Committee have expressed anxiety that th6url'h the matter 
was referred to the Govemmerit/Bureau of Public Enterprises in 
December, 1969 even after a lapse of more than ti1ree years no final 
decision has been given in the matter. The Committee have consi-
dered that the matter should be settled without further delay so that 
a clear picture emerges. The Committee have no doubt that in set-
tUng the price, it would he ensured that it is equitable and fair to 
both the NMDC and Bokaro Steel Plant both of which are in ptiblic 
sector and under the same Ministry. 

14.16. The Cornmitteehave observed that according to original 
schedule the Kiriburu Modification and Expansion Project was to be 
completed by the February. 1972 and with this objectfvcorders for 
plant and machinery were placed with the Heavy Engineering- Cor-
poration Limited. The Committee have, however, found that BEe 
has been changing its delivery schedules from time to time and ac-
cording to the latest schedule even the critical item:; necessary for 
the completion of the project are expected to be delivered S-.lme time 
in March, 1973. 

The COmmittee haw. not felt happy with the frequent changes in 
the H.E.C.'s schedules of delivery of the plant and machinery which 
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had upset the completion of the project and commissioning of the 
plant. The Committee. have recommended that the Department of 
Mines should take up the matter with the Ministry of Heavy Indus-
try to investigate the reasons for delay and take appropriate action 
to ensure that at least the. latest schedules of delivery are firmly 
adhered to. 

14.17. The Committee have expressed that the proposal for instal-
lation of a Beneficiation Plant was initially deferred by the. Manage-
ment although this was envisaged in the Project Report some time 
in August, 1969. The Committee also found that the Board of Cor-
poration. had aproved the. scheme in August, 1972 and the plant is 
expected to be commissioned by November, 1974. The Committee 
have ob6erved that the deferment of the. decision initially and taking 
a decision after 3 years has not only delayed disposal of fines to 
Bokaro Steel Plant but would affect ultimately the capital expendi-
ture of the project. The Committee have strongly urged that at least 
now the Corporation should take suitable steps to ensure that the 
target date i.e. November, 1974, for the commissioning of the Plant 
is adhered to. 

14.18. The Committee have found that on account of inadequate 
provisions/change in specifications an expenditure of R-;. 47a.68 lakhs 
was incurred by management over and above the provision made in 
the De.tailed Project Report. They have also observed that a com-
mittee of directors of the Natio:1al Mineral Development Corporation 
had raised a number of points about this additional expenditure. 

The Committee of Directors had also desired that the matter 
should be reviewed further thoroughly. 

The Committee were informed that subsequently the matter was 
gone into by the Financial Adviser of the Bailadila Iron Ore Project 
and his report is with the Government. The Committee have re-
gretted the Government that all aspects of the matter should 1:.e gone 
into as purchase of machinery in excess of requirement Or creation 
of unbalanced excess capacity in certain sections have adverse effect 
of a recurring nature on the cost of production. The. Committee were 
informed that it is already costing the NMDC Rs. 0.28 per tonne by 
way of additional cost at the rated capacity of 4 million tonnes per 
annum. The Committee have regretted the Government to thorough-
ly probe the matter and fix responsibility including those of colla-
borators and of officers who were entrusted with the task of scrutinis-
ing the details before placing firm orders for machinery and equip-
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ment. The Committee should be informed of the action taken within 
the next three months. 

14.19. The Committee have observe.d that imbalance in the design-
ing of the mines· and plant has created excess capacity at a cost of 
Rs. 170 lakhs resulting in increased cost of production at 28 paise per 
tonne. The Committee have observed that the' Technical Com-
mittee (constituted in June, 1970) had held that a single line of 
crusher was in a position to treat enough ore to produce 4 million 
tonnes of sized ore per annum. The chief of Iron ore was, however, 
of the opinion that while crushing, conveying and loading schemes 
could handle 6 million tonnes of run-of-mine as against 5.5 million 
tonnes provided in the project report the mine and Screening Sec-
tions were vulnerable points holding a capacity below that envisaged 
in the project refotIns. The Committee have also found that & 
Technical Committee appOinted by NMDC in June, 1970 observed 
that because of the low lump recovery, it would be necessary for 
the Corporatio'1 to excavate 6.6. million tonnes as against 5.5 million 
tnnnes envisaged in the project report and to achieve this target, 
additional machinery at an estimated cost of Rs. 2.06 crores would 
be necessary. The Committee have expressed great concern at the 
lack of proper planning and designing of the capacities of the machi-
nery which had not only cost the exchequre Rs. 170 lakhs more but 
also increased. the cost of pro~uction. The Committee have felt no 
justification for this costly lapse where a single line of crusher conld 
have handled the entire production of the mine. The Committee 
have, the:oefore, recommended that this matter should be probed 
into by the Government and responsibility for the lapses fixed. 

14.20. The Committee have found that the original estimates ap-
proved by the Government for Rs. 15.75 crores in 1964 bad under-
gone revision during the course of construction of the project; first 
in December, 1968 for Rs. 25'.21 crores and again in September, 1971 
for Rs. 29.70 crores and the Revised Estimates submitted to Govern-
ment in November, 1971. The Committee have also observed that 
the excess over the original estimates had been examined first by a 
Committee of Directors and later by the Financial Advic;er of the 
Project and their reports also submitted to Government in January, 
1970 and September, 1970 respectively. The Committee have ex-
pressed regret that these Reports are still under the consideration of 
Government alongwith the Revised Estimates. The Committee have 
however, found that Government had been releasing funds on the 
basis of Budget provision much in excess of the sanctioned estimate 
as without approval of the Cabinet as required under the instructions, 
issued by the Bureau of Public Ente~rises, Ministry of Finance . 

. 298 LS-13. ~ 



The Committee have taken a serious view of this lapse and have'· 
strongly urged that the revised estimates should ,be gone into· and' . 

. sanction of the competent authority issued. The Committee have· 

. also suggested that Government/Corporation should· review its· 
mechanism of expenditure control to obviate recurrance. 

14.21. The Committee have expressed dissatisfaction that the' 
production in Bailadila even after four years of commissioning of : 
the plant has been below the original target of 4 milllon tonnes. 
Further, the percentage of lump ore recovered does not exceed 65 
per cent as compared to 75 per cent envisaged in the Project Re- . 
port. The Committee have not accepted the plea that the DIR did' 
not provide adequately for waste mining and the bench of required . 
length as speci1red in the DPR could not be developed during cons- . 
truction due to non-availability of electric supply in time. The net 
result of all these factors has been that not only Bailadila has failed . 
to achieve the targetted production and meet in full tlie commit-·· 
ments for exports, but the cost of production has been much higher" 
as compared to the original estimates and even Kirirburu mines._ 
which had been developed earlier for similar expotts to Japan. 
The Committee have found that NMDC are now considering a pro-
posal to utilise the flnes by pelletisation with or without benefi-
ciation and stress that the matter should be gone into most care- -
fully having regard to the economics of the project. 

The Committee would like the Management to increase recovery . 
of lump ore and enhance efficiency in production in order to im-· 
prove the economics of the project. 

The Committee have found that as compared to the project 
estimate of Rs. 6.14 'Per tonne for operating cost, the actual cost in 
Bailadila in 1971-72 was Rs, 12.48 per tonne, an increase' of more-
than 100 per cent, The Committee, therefore, have failed to under-
stand as to why Bailadila which was developed later than Kiriburu -
should have a higher operating cost. In fact, gaining from the ex-
perience of Kiriburu, it should have been possible to effect substan-

. tial reduction in the operating cost. The Committee have recom-· 
mended that Government/NMDC should examine the matter in· 
depih and take concerted measures to bring about reduction in the 
operating cost by improving efficiency and effecting economics in 
management. 

The Committee have also suggested. that both NMDC and MMTC::-
sh')uld arrive at an early settlement of the price as this nas intimate-
effect on the financial Position of the Corporation. 
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14.22. The Committee have found that a decision was taken to 
execute the Bailadila Deposit No.5 in two phases, the first phase 
with production of 2 million tonnes and the second phase for 4 
million tonnes, to match the handling capacity of Vizag. Port. The 
Project feasibility report was examined in August, 1968 and it was 
found that mine would remain a losing venture for all time to 
come, and that the project would be losing at the rate of Rs. 2.55 
per tonne, on the basis of the price to be received in respect of the 
supplies from Vizag. Outer Harbour and that the price for the 
supply to the Japanese Steel Mills was firm for 10 years. 

The Committee have failed to understand as to how an inver;t-
ment decision on a Project with a capital outlay of more than Rs. 38 
crores had been taken even with the full knowledge of the fact 
that it would be a losing venture for all times. 

The Committee recommended that Government should carefully 
analyse the various componenets of cost and take concerted me:sures 
to ensure that the cost of production and transport charged do not 
exceed the sale price which is fixed with reference to the inter-
national conditions. 

14.23. The Committee have found that the revised estimates sub-
mitted to Government was in excess of original estimates by about 
33 per cent and the excesses are mainly under Plant and Machi-
nery, Civil and structural work, Establishment expenses, etc. The 
Committee have desired that Government should carefully go into 
the reasons for the excesses before the revised estimates are 
approved. 

14.24. The Committee have found that the original target date 
for completion of project was December, 1973 and the trial ruM 
were to commence in early 1974 to synchronise with the completion 
of Vizag. outer Harbour. The Committee have expressed regret 
for delay in the completion of the Bailadila No. 5 Project which 
is likely to be commissioned towards the end of 1974 only. 'l1le 
Committee have observed that even this target is subject to coll\' 
pletion of the tunnel work entrusted to NPCC by March, 1974 and 
delivery schedule of plant and machinery by the Heavy Engineer-
ing Corporation Ltd. in July I August, J973. 
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The Committee have reviewed with concern that even the 

present anticipation for completion of the BailadUa No. 50 Project 
cannot be adhered to unless the sister. public undertakings are gear-
ed up to fulfil their constractual obligations to NMDC and adhere 
to their time schedules as otherwise the facilities provided by Vizag. 
Outer Harbour would perhaps remain unutilised. 

The Committee have stressed that Government/Public Under-
takings should realise that once a contractual commitment is made 
with a foreign party, Government should ensure through concerted 
measures that the commitments are honoured so as to generate and 
sustain the confidence with the foreign parties. The Committee 
recommended that Government/Corporation that, with their ex-
perience of mining in the other projects should use the latest tech-
nology and equipments so as to achieve production at an economic 
cost so that the prices may be competitive. 

14.25. The Committee have observed that the actual production 
of diamonds from the two mines viz. Ramkheria and Majhgawan 
fell short of the original targets during the period from 1968-69 to 
1971-72. Although the overall percentage of shortfall of production 
in t~e two Projects together showed a declining trend from 44.8 per 
cent in 1968-69 to 14.10 per cent in 1971-72, the actual performance 
in Majhagawan exceeded the targets and the performance of the 
Ramkheria mine fell very much below the targets.. The Committee 
were informed during evidence that "NMDC proposes that it should 
be closed down ,and Majhagawan expanded". 

The Committee have found that though the Ramkheria mine 
was taken up for exploitation on the basis of further prospecting 
and exploratory works done in consultation with the Foreign Con-
sultants and the IBM it could not attain the targetted capacity, and 
the performance is only about one-fourth of the target. TIre Com-
. mittee have therefore, felt that even the further explora.tory and 
prospective works were not done with the necessary care and 
caution with the result that the project is losing heavily. The Com-
mittee have not been impressed with the statement of the Ministry 
that "one deposit counterbalances the other". The Committee have 
taken a serious view of the undue haste with which the mine was 
taken up for exploitation without a thorough and careful techno-
economic study of the project resulting in an infructuous expendi-
ture. The Committee strongly recommended that the entire matter 
.should be thoroughly investigated by the Government as to the 
'quantum of the loss and the responsibility for such costly lapses be 
also fixed. 

14.26. The Committee have found that in accordance with the 
policy objective of Government, to import rough. diam~nds from 
ahroad to counter, to the 'extent possible, squeeze by foreIgn mono-
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polistic suppliers on the IndJan Trade, and to provide at least Bmall 
quantities of rough diamonds to the Indian cutting and poIishng 
trade at reasonable prices, the NMDC was nominated as the cana-
lising agency for the import of rough diamonds to the extent of 
10 per cent of the import replenishment. The Committee have, 
observed that NMDC' imported diamonds so that the Corporation 
may secure primary source in addition to the normal source and: 
started importing rough diamonds from Ghana and German Demo-. 
cratic Republic, about Rs. 10 lakhs from Ghana and 15 lakhs from 
Germany. 

The Committee have also found that NMDC in order to meet 
the demands of canalization and to ensure steady supplies enb!red 
into arrangements with a leading London firm for the import of 
rough diamonds on consignment basis, and this transaction yielded 
a profit of about Rs. 5.6 lakhs wiping ofT completely the loss sus-
tained. 

14.27. The Committee have failed to understand the rationale of 
canalising the import of rough diamonds through the NMDC who 
are primarily concerned with exploration and development of mine-
rals. The Committee are also distressed to note that before appoint-
ing the NMDC as the canalising agency for import trade, Government 
have not issued specific guide lines in regard to the particular 
quality of rough diamonds to be imported keeping in view the de-
mands of trade and requirements of the country but sjmply left the 
matter entirely in the hands of the Corporation with the result that 
the transaction has not only ended in a loss of Rs. 5.16 lakhs but the 
specific objective with whiCh this task was undertaken was not ful-
filled. 

The Committee would s.trongly urge the entire deal should be 
thoroughly investigated and responsibility for such costly lapses 
fixed. The Committee were now informed that the import and ex-
port of diamonds done by the NMDC has since been transferred to 
the MMTC. The Committee hope that the MMTC would ensure 
that such costly lapses do not recur and imports of rough diamonds 
are made in consUltation with consumers. 

14.28. The Committee regretted to nob! that the cost per carst 
during 1969-70 and 1970-71 increased to 88 per cent and 99 per cent 
of the estimated cost based on the revised targets of 14000 and 
20000 caTats respectively, although these were expected to be much 
less duri~ these years. The Committee recommend that the, 
Corporation should spare no pains to improve their production per-
formance in Panna and ensure that the cost of production comparses 
favourably with international market prices. 
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14.29. The Committee have expressed regret that Government 
had taken two years to approve the DPR of Donimalai Iron Ore 
Plant although they had communicated their approval in principle 
as early as January, 1969. The Committee have observed. that on 
account of the delay in the sanction of estimates; not only has the 
cost of project increased but the completion of the project has also 
been delayed by three years even the revised estimates approved 
by the Board in August, 1972 are still awaiting sanction by Govern-
ment. So far no decision has been taken on the techno-economic 
feasibility report prepared by MIs. Dastur & Co. on beneficiation 
end pelletisation on Donimalai Iron Ore submitted by Corporation 
to Government in June, 1972. 

The Committee have stressed that Government should not rush 
to take an investment decision on the project unless and until a 
thorough and critical analysis of the techno-economic feasibility 
report is made and Government are satisfied that the project would 
be finanCially viable. 

14.30. The Committee note that though the techno-economic 
studies were completed as early as in March, 1970, it had taken one 
full year for the Corporation to prepare the detailed project report. 
The Committee, WOUld, "however, strike a note of caution that Gov-
ernment should undertake a careful and thorough evaluation of the 
technology and economics of transporting the concentrates of 
pellet feed through a pipeline in slurry form and exporting them 
in large slurry carriers before a long terms sales agreement is con-
sidered. 

The Committee need hardly stress that Government should learn 
a lesson from their past experience and ensure that the short com-
ings which adversely affected the operation of the other Projects do 
not recur. 

Needless to emphaSise that the execution of this project should 
synchronise with the development of the hinterland of Mangalore 
which is being developed as a major port. Since this mine ore is 
for export purposes, the Committee need hardly point out that there 
should be close co-ordination with the Mangalore Port authorities 
from the very beginning so that the requisite facilities are develop-
ed in time. 

14.31. The Committee noted that in May, 1971. the Government 
had decidec:\ to transfer the Rock Phosphate operations of Mussooree 
to the newly formed Company 'Viz., Pyrites, Phosphates and Chemi-
cals. Ltd. The NMDC closed down the Project from 15-6-71. 
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The Committee would strongly urge that Government P.P. & C. 
:.:.mould take immediate steps to examine the economics of the projct 
.. c8reful~ and initiate further action for exploiting the mine, as other-
wise the expenditure of more than 57 lakhs incurred by NMDC 
may become infructuous. The Committee would like to be kept in-

. formed of the action taken in the matter. 

14.32. The Committee expressed the hope that in view of the ex-
.,port commitment to Japan from the Bailadila Sector, the work on 
. Bailadila-Deposit No. 4 would be accelerated. 

14.33. Since the work of import and trade of diamonds has now 
.:' been entrusted to MMTC, the Committee saw no justification for 

the continuance of that office at Bombay. The Committee expressed 
the b-pe that with the transfer of the functions of this office to 
.lrf.M.T.C., the personnel of this office would also be simultaneously 
. transferred along with the work. 

14.34. The Committee have found that the Management reporting 
:. system at present followed by the Corporation is still in the evolu-

tionary stage. The Committee have suggested that the procedures 
may be streamlined and the reporting system organised in a sys-
1ematic manner so that the system really enables the top manage-
.ment to have an overall control on the different wings as well as 
-the aspects of the working of the organisation. 

14.35. The Committee have noted that the closing balance of the 
:. stores in respect of BaUadila, Kiriburu and Panna Diamond pro-
· jects as on 31-3-72 represented 27.06, 33.19 and 17.15 months con-
· swnption of the stores and the inventory level showed an mcreas-
· ing trend in all the projects from 1969-70 to 1971-72. The Com-
mittee, however have felt that with the experience of working of 
the project, the NMDC should not have found it difficult to fix . 
realistic norms of level of inventory separately for indigenous and: 

· imported items of stores and spares so as not to overburden the 
inventory. 

The Committee have also noted that the purchases in Bailadila 
and Panna Diamond Project were in excess of the years' con sump- . 
tion dwing 1970-71 and 1969-'10 and 1970-'11 respectively, thus further 

· adding to the inventory of stores. 

The Committee have stressed that accummulation of inventory 
and excessive purchases result in unnecessary blocking of capital 

". with c"nsequential expendit6re on storage, 10811 of interest, etc. 
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14.36. The Committee have observed tha~ an "Inventory Control_ 
Committee" constituted by the Bu.reau of Public Enterprises had 
made certain recommendations regarding procedures of purchase 
and inventory control. The Secretaries Committee on Public Sector 
Enterprises which considered that report decided that the Bureau of: 
Public Enterprises should further review the inventory position in-
regard to NMDC's projects. 

The Committee have urged that the Government I Bureau of 
Public Enterprises should complete the review without delay and 
fix suitable norms for the stores spares consistent with the needs 
of production and d&velopment works of NMDC. 

The Committee have strongly recommended that a thorough re-
vi~w of all the items of stocks shouJd be undertaken half-yearly 
and action taken to reduce the inventory levels to avoid unnecessary 
accumulation of stores. 

14.37. The Committee have noted that in the Bailadlla, Kiriburu 
and Panna Diamond Pro:fects, stores of the value .of Rs. 137.69·lakhs 
did not move for more than two years as on 31":3-71 'and stores of 
value of Rs. 227.98 lakhs did not move for more than one year as 
on 31-3-71. The Committee have also found that Rs. 23.0S-lakhs 
worth of stores including spares and construction and special parts 
are awaiting disposal as on 31-3-72. Th~ very fact that more than 
Rs. 3 crores worth of stores are not moving for over 2 years only 
proves that sufficient care was not exercised before ordering pur-
chases. 

14.38. The Committee have felt concerned that, on the one hand, 
the Corporation is carrying heavy inventory of stores and a large 
amount of surplus stores are accumulated, common equipments like 
~hovel remain unutilised for want of spares for, repairs . 

. The Committee have desired the Corporation to undertake a 
thorough review of similar cases of Plant and Machinery which 
may be lying unutilised for want of spares or repairs of which may 
be uneconomical so that the Corporation may taKe 'immediate 
measures to bring them in working order or take action for their 
disposal to other undertakings. 

The- Committee have suggested that -the Inventory Control Com .. 
mittee on NMDC should also critically examine this aspect and 
suggest wllys and means for adequate provisioning of spares and 
stores so. that the. machinery. in the Corporation may not at any 
time re~m unutilised, on the plea of want of spares and produc-
tion affected on this account. 
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14.39. The Committee have noted that on the expiry of the con-
tr'act for transport of cement from J aimul-Dhumtari to Kirindul at 
21.5 paise per ton mile and from Jaimul-Dhumtari to Bansi at 19 
paise per ton I mile, on 31-3-66 two contracts were entered into at 
the rate of 27 paise per ton/mile on the basis of tenders invited from 
local firms across the table and after negotiation with the parties 
without associating the- contractor on the plea of his poor perform-
ance. Though these contracts were required to be reviewed after 
three months, instead of reviewing them and inviting fresh tenders, 
the earlier contracts were extended upto 31-3-67. It was only in 
April, 1967 that tenders were again invited when the rates obtained 
were 19.36 p. and 19.63 p. per tonnelmile respectively. The Com-
mittee have regretted that non-invitation of tenders and failure to 
conduct the review from time to time has resulted in an avoidable 
extra expenditure of Rs. 2.4 lakhs to the Corporation. 

The Committee have taken a serious view of the irregularities 
in the case and urge that Government should probe into them and 
take actIon against those responsible for the lapses. 

14.40. The Cbmmittee have observed that the sale of iron ore to 
Japanese Steel Mills in terms of agreement entered with them for 
the development of Kiriburu and Bailadila Mines is being made by 
the NMDC through the MMTC. 

The Committee have also learnt that the question' of price pay-
able by MMT-C in respect of ores exported through it, has been for 
long under dispute and it was only in October, 1971 that the Finance 
Secretary had given award about the fair price payable by MMTC. 
Though the MMTC had accepted the award, the NMDC had been 
making further representations on the award. The Committee were 
also informed that the matter was still under negotiation between 
the two Corporations. The CommIttee have stressed that in the 
interest of improving the financial position of the Corporation, an 
early settlement of the price should be arrived at. 

14.41. The Committee were unhappy to find the disquieting 
financial position of the Corporation which has accumulated a loss 
of Rs. 12.7 crores representing 21.5 per cent of the equity capital, at 
the end of 31-3-72. The loss is mainly on account of a loss of 
Rs. 601.90 lakhs in Kiriburu and Rs. 406.08 in "BaiIadila. The per-
sistant bad performance of the Corporation from 1968-69 to 1971-72 



192 

should among other factors, be attributed to the fact .that production 
.at Kiriburu and Bailadila was much below the capacity. 

TIre profitability of Kiriburu is entirely dependent upon the off-
take of ore and fines by Bokaro Steel Plant and fixation of the sale-
price therefor. .111 ..... i 

14.42. As the Corporation have now gathered valuable experience 
in mining of ore, it should be possible to bring down the cost of 
production by adopting most efficient methods by developing pro-
duction to the full potential. The Committee have pointed out that 
8S iron ore constitutes the main raw-material for the steel plants 
its supply at competitive rates would help the public sector to pro-
duce iron and steel at most competitive rates. As pointed out else-
where in the report there is great scope for increasing export of 
iron ore to other countries particularly Japan and this can be done 
on a sustained and long-term basis only if the National Mineral 
Development Corporation are able to raise the ore at most compe-
titive prices. 

The Committee have desired to be informed of the measures 
taken or proposed to be taken by the National Mineral Develop-
ment Corporation to increase the efficiency of its production and to 
reduce its operating and overhead cost. 

14.43. The Committee have pointed out that the operational cost 
as well as overheads of N.M.D.C. particularly in Bailadila and other 
iron ore projects are excessive_ The Committee have felt that 
detaileCl costing of operations should be done by the Financial Ad-
viser's organisation so as to assist the management in taking timely 
action to improve performance and effect economies. 

14.44. The Committee have found that only recently the Corpora-
tion sanctioned Internal Audit Cells for the operating mines at. 
Kiriburu and Bailadila and action for evolving suitable operation 
standards for production initiated. The Committee haw recom-
mended that Internal Audit Cells should be activised to discharge 
their functions and responsibilities expeditiously so that the Manage-
ment can take advantage of the reports of internal audit in setting 
right the defects in the working of the Corporation. 

NEW DELHI; 
April 24, 19'13 
Vaisakha 4,"Tg-S5-(Sf 

AMRIT NAHATA, 
Chairman, 

Committee on Public Undertakings. 
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Year 

1967-68 

1967-69 

1969-70 

1970-171 

1971-72 

1972-73 

APPENDBHI 
(Vid, para I2' 16) 

Stal,m",t ,hOflli .. , olltltartdil'11 dulS/rom MMTC as 0 .. 34-7-1972, 

BAILADILA 

Despatch Moneys 

In F.E.'. 

1,529' 52 

7,213,88 

12,992' 51 

In Rupees 

54,104' 10 

Shipment Freight Total 
dues Account 

66,72.729' 40 

1,16.39 .• 237' 33 

1\,471'40 

54,104' 10 

97.443' 83 

37,S94'64 30,383'01 

66.72,729' 40 

1,16,39.2.37' )3 

S,at,m, .. , ,howi"g outstanding dues from MMTC as on 31-3-72. 

KIRIBURU 
---------_._--_.--.---_. 
Year In F.E.,. In Rupees 

-------------. 
3 

1966-67 8.448'4S 63,363' 30 

1096;-68 21,348' 87 160.116' S3 

1968-69 8,122'07 60,915' 53 

1969-70 13,312'07 99,840' 53 

1970-71 (-)2.045' 77(-) 15,343' 28 

1971-72 14~715' 02 UO,362'65 

Final 
Payment 

4 

Freight 
rebate 

S 

7,08.147'69 

495'04 

Freight 
Account 

6 

Total 

7 

63,363' 38 

160.116· 53 

769,063' 22 

99,840 ' 53 

8.608' 13 6,735' 15 

no,8S7'69 

47,345' 19 -------------.------------------
467.828' 27 32,986' 26 7,34.428' 73 8.608' 13 12.43,851' 07 
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APPENDIX IV . . . ~ ., ' . - . 
_,".~~ ,Qj "~I~~/~~ -of the Committee on 
" . _ , ,~~ Vimk!r.ta"ingB .~** ~ ithe Report 

, .S. bio; " Rcf.uu8c,: l to '.,arillNPh 
No. "in the Report 

hmtbary of cODclulioD/ 
&eeommeDdation 

1 2.18 

'298 LS-14. 

mae· -CO~ 'bgret to note that .~gainst 
the target of 80 million tonnes for export to 
Japan only about 10.6 million tOnDeS from JCJr.i-
buru and UJl6 million tonnes 'from BaU8dlla 
till "31-3-'2 were exported and a ,J:evUed agree-
merit was entered. 'trito with the J'apanese for 
'the balance quantity. 

Wke Comaittee Weatealso informed that the 
~2/Q)ett :irbm IWiPiburu W (been stopped and that 
luna-e :ftpIriI WOUld be ;from Bailadila. 

The C~nutdtteeare 'not convinced about the 
·l'e81dD8 'adiuce4 'ftlr non .. fulfUment of the ex-
port tIfltgets -ui%., 'ftJe ,fthesgenerated were more 
lb_ antiotpllte4, the lumps were not of the re-
q.u.tltfte Jl'84e 'ana qualfty envisaged by IBM, 
that ran transport was not available in time and' 
Ulat Japaneae lhipshad 110t kept up the schedule. 
The Co~ttee feel that .after a commitment wa. 
made with Japan, there should have been integ-
rated planJling' and implementation to ensure 
that the export target was achieved. 

The Committee feel that the steps now taken 
for despatch of ore to .rapan at the level of 
Oabinet Secretary should have been taken many 
years earlier. At any tate now that it has been 
dedded that the export ed!tlmitment with Japan 
would bedtveTtle& to BaUadila the Committee 
need hardly stress that every care should be 
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1 2 

J ... ' 

L. 
.. !!i. 

• .' .'~':i··-1 . ". 

.,qt.",- . 

. "j'. ~ • 

3.19 
and' 

UO 
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3 

take~' duAn~' this" ~~sit period to see that what--
ever 'commitment is made in respect .. of thequan-
tityand quality of iron ore to be exported to· 
Japan is honoured in letter and spirit. For this.. 
purpose the Committee would . suggest that. there: 
should be an effective and cloSe COordination of 
all the agencies concerned namely NMDC, MMTC' 
Railways, Ministry of Foreign Trade, etc. so" 
that no bottlenecks are allowed to come in the· 
way of exporteommitments... . , 

The Coinmittee note that selection of site for 
the Kiribitru . ProjeCt w~ done in 1958 by a_ 
working group consisting' of representatives of 
the Geological Survey C?f India, Indian Bureau 
of MiDes, Government of Orissa and the Minis-
try. of Finance and Civil Engineer and on the 
basis of the report submitted by the IBM (now 
part of the GeologiealSurvey of India) after de-
~iled drilling and geological -- iDvestiglations._ 
The Comih~tee note that the Report of IBM fur-
nis,hed geological data su~h as resources, lump· 
fi.ne~tio, analysis of lump fine etc. but gave no 
indication about the profitability of the Project. 

The Committee on Public Undertakings had 
in their 11th Report (1967-68) already observed 
that the nature of the geological strata was not 
correciIy worKed out in the I.B.M. Scheme. This 
resulted in an excess generation of fines and 
affected' the whole economics of Kiriburu Pro-
ject to a large extent, besides necessitating the 
purchase of extra machinery. In reply, the-
Government had stated "in the case of projects 
taken up by the NMDC subsequently, the COl'PO-

.' ration had beenasaociailng itself with the Geo--
logical' Survey of India' at the prospecting stage-
with a view to obviating the possibility of in-
sumcient Interpretation of geological stratll." 

-------------------------- ------------------
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While the Commit,tee appreciate the idea Of 
taking up the develOpment 'of Kiriburu iron ore 
mfnes in' the interest of developing the economy 
ot this -backward area, 'they feel that the objec-
tive has not been fully served as proper and ade-
quate attention was not paid 'at the time of tak .. 
ing vital decisions, about the machinery and 
equipment for Kiriburu Project, the man-power 
requir~, the assurance of production of lump 
and fine in proper" proporations, disposal of 
fines, timely mining and shipping of ore with the 
result that Kiriburu not only tailed to achieve the 
export target and win more orders but has result-
ed in loss with far-reaching adverse effect OD 
the project as a.whole . 

. The Committee see no oreason why Govern-
ment did not take the basic precautions of hav-
ing an integrated techno-economic detailed stu-
dy before entering into a firm sale agreement 
with Japan. They can see no justification for 

- leaving the work of techndlogical investigation 
"exclusively to IBM Wtthoiit holding them res-
. p6nsib}e' for the results which have accrued after 
,the project was brought into production with 
the Japanese consultancy firm for not giving 
accurate advice either about purchase of equip-
ment or about the' cost ,of production. It is 
obvious that the reports submitted by both tltese 
')oales should have, been critjcally scrutinised by 
Government. What surprises the Committee most 
is that the decision to set up the Project, was 
taken with the full knowledge of the fact that 
ther~ was no likelihood of any profit while there 
was every likelihood of a loss. 

The Committee hope that such costly lapses 
would not recur in future. 

4 3.22 ' The C()mmitteeregret 'tb note from the ae--
tualservices rendered by the consultants that the 
project estimates prepared by them were inade-
quate and required a good deal of modiftcatfone 
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,w..i.t.P .th,e .l:~tiha~ the ,IlWised cost of project 
.~~q~ ,U\e ~~ _~ate by more than 
tt\r.e, crar~s Qf .~I!.Th~ Committee also re-
sret to obieryeth.t UI.e .C,oJ,lsultant's report was 

, "Uent .Jlbou.t the~po~ of fines . 

.,.lie Com~mee further note that the J apa.. 
n~e Consulting 'Institute were inter alia respon,. 
sible for the performance of the plant erected 
in a~an~e wfth tl:teir design, were to comp-
lete the perform~nce test for a period of tW() 
months eit!\er immediatt!ty after erection of the 
Pla,nt or as ;;oon as they desired them to be 
done. ~though the installation was completed 
in August, 1f63 and the period of consUltancy 
'Was extended till 4th OCtober, 1965, Committee 
'1'Iere informed that the stipulated tests were not 
CXQnpleied .even dwing this extended period. 
"rbeCommittee ,we .consnined to observe that 
~he 4ldditional expenditure of Rs. 2.28 lakhs in-
C,.U;1'J'ed on account O!f extension of the consul-
!Uulcy ,period Ithusproved to be infructuous. The 
Committee Ibope that W!ith ?the 1;etting up of an 
.~l'Qelllent SQ1!Utinisistg cell in the Corporation, 
:carewUt ',be.faken to ,ae,e that agreements, bonds 
,etc. -wnl ,in futUft be properly scrutinised 
k~f';ng in -view the instruction issued by the 
BPE in this regartl. 

T.heCQ\lUDittee .regret to note that the Kiri-
.but'u &oject .eGuld ,not Attain the rated capa-

c;ty .even in 1971-:12. The shortfall in production 
,Of lu.mp ore varied from 14 per cent to 22 per 
C~Qt d\1ringtbe fellors 1966-67 to 1970-71 and In-
.c:r:eac:~d to ~ .per cent~n 1971-72. Even on the 
basis of run-of-mine handled, the short M in 
production ranged tro~ 10 pel' cent to 19 per 
('em during the period from 1966-67 to 1971-72. 
The Committee a:lso regret to observe that the 
8hortfan ill production during 1971-72 has resul-

,-,~-----,-----
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tedi iaF an' itlem*" iti' cOs~ dt as. 1.88 per tonne. 
atull ®meqUei1tiY tHeJ loW- hi!s also increased 
by & .. 19.6 lakh&onaecount of the supplies ma.ie 
to Japan. 

According to the Corporation the production, 
had'to be restricted due to tlie inadequate avail-
ability of shipping and railway facilities. The 
Committee, however, find tliat the production 
did hot follow any set pattern. The Committee,. 
therefore, find it clif!icult to accept the stand ot 
the Corporation that its productIon was delibe-
rately curtailed on this account. The Commit-
tee strongly recommend that the Corporation 
should have a coordinated programme of produc-
tion in coIlSultatiott witli the Ministry of Rail-· 
ways without affecting the production targets.. 

The Committee note that though the Detail-
ed Project Report had envisaged the' lump-fine 
ratio as 60:40 aetually the lump fine ratio 
ranged from 44 .. 47:55.63 to 58.27:41.73 during: 
the six years froml9&4..e5 to 1969-70. The lump 
fine ratio in 197&-71 and 1971;'72 were, liowever;. 
55.16~.84 and 54.91:49;09 :respectively, thus 
indicating excess generation of fines during 1970-
71 and 1971-72. The Committee were informed 
that from 1964-'65 to 1971-72 the total reduction 
in cosl that cou}.:! have been achieved if the 
lump recovery had been envisaged in the Detail-
ed Project Report was of' the order of Rs. 65.61 
la'khs. 

The Committee note that 4.88 million tonnes 
of fine9 have· been aecumulated upto 31-3-72 and 
10 far no val.e' hIS beeft ataigned to these fines. 
Though it was decided todi.pose of the fines 
gladoally to Bokare ·Steel Plant, the fines could 
not be diIpGIed-of u'tIle ftBets required for Be-
karo were of diftePeR-t apeoiAeations. The Cor-
porati_.. thel'eforei deeWed-- tb beneficiate the 
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lump fines to suit ~~,req!Jir~ents of Bokaro at 
'a cost of RI. ~.OO to~e (apprqximately).· 

The Committee note that' if the lump re-
covery as envisaged in the Detailed Project Re-
port had been achieved, there would have been 
a !l'eduction in cost to the extent of Rs. 65.61 
lakhs from 1964-65 to 1971~72 and this cons-
tituted a loss to the Corporation. The Commit-
tee need hardly point out that this 108s would 
be further increased by the cost of beneficiation 
of fines not to spea}t of the additional cost that 
may be involved in the acquisition and erection 
of plant and machinery for such beneficiation. 

The Committee need .hardly stress that to a 
considerable extent the economics of an iron ore 

. plant depends on the commerical utilisation of 
fines. 

The Committee, therefore, recommend that 
the Corporation\Ministry should resolve the 
diffeFences with Bokaro Steel Limited and ar-
rive at a reasonable settlement of the selling 
price of the beneficiated fines to Bokaro Steel 
Limited without any further delay. 

The Committee note that the Detailed Pro-
ject Report had recommended a total staff of 
750 under different categories for the working of 
the mines at the rated capacity of 2 million 
tonnes of sized ore per annum Subsequently, at 
the instance of the Management, the R. N. Singh 
Committee in 1964 and the Administrative Staff 
College in 1987 wtudied the staff position and 
recommended the suitable staff strength. The 
Committee ftnd that the strength fixed by the 
Administrative Staff College in 1967 was higher 
than that fixed by the R. N. Singh Committee in 
1* as the former had taken into account the 
chauge in the lump fine ratio and its effect on 
the optpUt per man ahJft. 
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T~ C,9DUQittee ~t. to obsreve that even 
.on the QaJia of revile.d.~ as fixed by the 
Administrative Sta1f College, .the Kiriburu Pro-
ject had been carrying a large number of aur-
plus st~ IUlQ this had resulted in an additional· 
expenditure of &.33.76 lakhs from 1966-67 to 
1971-72 and had caused' an increase of 28 paise in 
the cost of production per tonne on an average. 
The Committee note that the Management are 
already seized of the problem and have taken va-. 
rious ,teps like voluntary retirement scheme, 
absorption of surplus 'workers in the new scheme 
without creating industrial unrest, the Commit-
tee feel th,at the Management should tackle this 
problem and find Bfl abiding solution. Mean-
while attempts should be made to deploy the 
surplus staff in such a way so as to reduce any 
loss to the project on this score. 

3.67 The Committee note that in NMDC the out-
put per manshift ranged from 3.37 to 4.25 dur-
ingthe period from 1966-67 to 1970-71 compared 
to a rate of 5.39 based on the strength recom-
mended by the Administrative Staff College and 
8.89 indicated in the Detailed Project Report. 
The Committee were informed that the Detail-
ed Project Report was based on a staff of . 750 

. men fOJ! recovery of 2 million' tonnes of lump 
'ore and this. had turned out to be unrealistic in 
actual practice. According to the Management, 
the sanctioned strength was 1370 for an output 
of 1.8 million tonnes only. The Committee were 
assured that the position is expected to improve 
with the removal of the constraints on produc-
tion with increase ill supplies to Bokaro. 

TbeCoinniittee . vtbw 'with concern the wide 
variation betlYeen'the strefi;th sectioned by the 
Management and the lireIigth indicated in the 
D.P.R. and suggest that the Management should 
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work-out a realistic rate of output per mansbift. 
taking' iIltb' aoeeua~ an the factors and ensure-. 

. tOMdht' .... aM a8e1'ec!--to by a stricter super-
\dsiQal, and iDereaae·predlletiO!t 

The, G!cImmiUe8' note· that· the Project Report. 
had enviJagecl the availability factor of. 
heavy mining. machinery as 7& per cent on the. 
basis' of two shift~ working. for 275 days in a. 
year. The Committee find that the. percentage 
of machin;e 'Shifts actually utilised for pro duc- , 
tion to the total; machine shifts theoretitically 
av.ailable fol'! produCtion we 64.3 per cent in the. 
case 01 dwnpel'Jl and 48.9 per cent in the case of 
dozers during 1988-69. On the basis of percentage 
of the utiliaation of two types of heavy mining: 
madlinery viz., dumpers. and· dozers, the Commit-
tee find,that 5. out of 2O:dumpers and 3 out of 8 
dozer&. have been acquired in excess of require-
ments. The Committee were informed that 
"though, the physical holding of dumpers was 20, 
two of tliem were of smaller capacity (iv. 15· 
tonne!) and hence could not· be utilised for pro-
duction since 1968-69 as they were not of the 
matching capacity with power shovels. Out of' 
the remaining 18 dumpers three of Euclid dum-
pers of 27 tonnes capacity were out of the produc-
tion line since they met with accidents, two on' 
4-9;.1968 and one on 7-12-69 and had been ren-
dered unserviceable. The project had thus on1,-
15 dampers for actual utilisation . ... 

The CDIIlMittee are at' a loss to understand' u· 
to why two dumpers of Stnal!er capacity were at 
all purchased if they could not be utilised for 
production purposes, and why these were lying' 
unutUisecl: siute 1 __ 89 and why the dumpers . 
which met with,the ac:~t&cGuld not be made-
. senriceahle or cUspoee8.of to, ~ best advantage" 
ot ·NltWC. ----



1, .. 

14. 

3.80 

3.91 
and 
3.92 

'l!.ta CarxwiU. iU'oIlIIYltItOmmend that the 
entire matter of, ll'U'd1aie' of dumpers should 
be ~ori)'9i.1:iJy JDveiJtlpted. aD.d responsibility fix-
ed ror purcnase of dUnip.e.1'a. not of the required . 
capacity and keeping them. un-utilised since 
1968-69. The Committee also recommend that 
the Corporation should immediately take steps 
to ensure that the surplus dumpers are usefully 
deployed on other projects taken up by the Cor-
poration or divertecl-'to other public undertakings. 
with the help of Bureau of Public Enterprises. 

The Committee regret to note that even the . 
utili.ationofthe dumpers in the Kiriburu Project 
in only of the order of ~ to 40 per cent as against 
the 50 to &:> per cent in other countries and this 
wn mainly because of lack of Ilvailability of 
spares and not'very much high standard of main-
tenance; The Committee need hardly stress that 
schedules and norms for repairs and maintenace 
should be fixed and advance action taken for' 
procurement of spares etc. The Corporation 
should ensure that schedules for repairs and 
maintenance are strictly observed so that greater' 
efftciency in utilisation of the machines may be· 
attained. . 

The Committee Dote that Detailed Project 
Report envisaged power consumption at Re. 
0.073 per tonne. According to the Management 
this rate does not represent the cost of power 
consumption but the cost of power division in 
the maintenance section and the co;lt of power' 
consumption should be 60 ~aiae per tonne. The· 
Committee regret to note that such facts were 
not brought to the notice of the Committee at 
the appropriate time. The Committee were also 
informed that at the existing rate of 14 paise 
per unit of power the consumption rate should' 
be 86 paise per unit. The Committee regret to 
note- that the actual coSt of power con.umption. 



per:.tonne of ore during the yeJt. 1969-7d, 
1970-71 and 1971-72 was much in excess over 
Ule ,~riMd~ fate of 86. paise per unit. 

: The"CoitumtteenoU! thiit'the quantity of water 
. consumptIOn has im!!eased' from 8 cubic metre 
, per:'minute to 10 cubic' metre'per minute. The 
-Committee were informed that project estimate 
envisaged wet operations only for 4 months 
while in actual practic~ wet operations are to be 
conducted throughout th~ year. 

3.92. The Committee, however, are not quite 
convinced that such excess consumption of 

. water alone should .account for the increased 
cost of powe~ consumption. The Committee re~. 
commend that the Management should care-
fully analyse the causes for such excess con-
sumption of power and the Management should 
take steps to instal power meters to control and 
have accurate readings for power consumption 
to identify the ea,uses of excess consumption of 
power ,and take suitable remedial measures. 

15. 3.102 The, Committee find that against the FOBT 
cost of Kiriburu iron ore at Rs. 10.44 per tonne 
and selling, price .of Rs" 36.:70 envisaged in the 
Japan,ese Consulting Instit4te.,1;teport, the FOBT 
cost' has increased from Rs. 6l.90 in 1967-68 to 
Rs. 73.10 in 1971-72 and corr'espondingly the 
selling price also increased from Rs. .56.94 iI\-
1967-68 to Rs. 57.29 in 1971-72. The Committee 
regret to no~e that the loss per tonne, has thus 
increased from Rs. 4.96 , per tonne in 1967-68 to 
Rs. 15.8 per tonne in 1971-72. The Committee 
however find that among oth~ reasons the In-
crease in cQst during 1971-72 was due to low 
level of production increase in wage bill and 
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increase in COlt. of proc1U'8lbent of· :.teres, Ip&NI 
. etc, The Committee Deed hardly stress that the 
Corporation should endeavour to bring down 
the mining cost by attaining the, rated capacity 
of production with the maximum efficiency of 
labour. j '..wJ.J 

16. 3.103 The Committee also note that so far no 
value has been allotted to the fines generated 
and which are transferred to Bokaro Steel 
Plant. The Committee strongly urge that the 
CorporationlGovernment should expedite the 
settlement of the price of iron ore of fines which 
will have a· bearing on the cost of production. 
of iron ore. 

17. 4.18 The Committee find that the Government of 
India decided to divert the Kirib\lru Ore to 
Bokaro Steel Plant in view of the long Railway 
lead having adverse effect on the profitability 
of ore of KiriburuMine. As the Specifications of 
ore and fines required by the Bokaro were dif-
ferent from those produced by the Kiriburu 
Project, the Committee find that a Detailed 
Proj eet Report for Modification and Expansion 
of the Project was prepared in December, 1965 
and after some modifications and revision, sent 
to Government in November, 1968 for approval. 

The Committee are greatly concerned to note 
that even after the decision was taken in 1965 
that the production in Kiriburu should be mo-
dified 80 as to meet the requirements of the 
Dokaro Steel Plant and Rourkela Steel Plant, 
the process of investigation, preparlltion of de-
tailed project reporis and sanction took nearly 
three years from 1985 to 1968. The Committee 
feel that such investigations should be carried 
out with a sense of urgency and in complete 
coordination with the agencies concerned 10 U 
to avoid unnecessary back references. 
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'ltbei aomIn1ttee:ar.~ ~ly concerned tc> 
fIIId thM ttJe" ratio: of! lUmp to fine has been. 
stated. to be' var.yi:ag from' 4': 56 to 55: 45. The 
Committee need hardly point out that in such 
a vital -matter there should: be precision and 
certainty for it' a·ffects .' the entire pattern of 
production, the type of equipment required etc~ 
The Committee. hope that the mattttr has at 
least now been -settled leaVing no roam for 
doubt. The Committee need hardly point out 
that 'the ratio of' lump to fine should be such as 
would ensure the best utilisation of the iron are, 
resources of this mine consistent with th~ tech-
nological requirements of Bokaro and other' 
steel plants. 

The Committee are greatly concerned to-
note that NMDC which is already running in 
losses does not know the final financial impli-
cations of the modification scheme as there is a 
di~erell(!e in the sale price claimed by NMDC 
and the price which Bokaro Steel Plant are' 
prepared to pay. The difference has arisen-
chiefly on account of the method of calculating~ 
depreciation and return on equity capital in-
vestment. The Committee are surprised that 
though the matter was referred to the Govern-
ment/Bureau of Public Enterprises in Decem-
ber 1969 even after a lapse of more than three-
years no fl.naldeeision has been given in the mat.. .. 
ter. The C-:Ymmittee consider that the matter-
shoulcl be sett1:ed v.ithout further delay 80 that a 
clear: picture emerges. The Committee have no-' 
doubt tMit in settliDg, the price, it would be en-
sured that it is eqUitable and fair to both the -
NMDC and Bokaro Steel Plant both of which 
are in public secWr.and UDder .the same Ministry. 

The Committee note that according to the 
original ~~hedule the Itirlburu Modification 
and 'Expansion Pro1ect~was to be completed by 
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. Februaq. lJl'12.ad wUll. thia objective or-
:"rs .for,plant .and. macbinery were placed with 
the HeaYN' Bngineerine Corporation Ltd. The 
Committee, ho~ev.er •. find ·that HEe has been 
changing its delivery schedules from time to 
time and aceording ·to 'the latest schedule even 
the critical items necessary for the completion 
of the project are expected to be delivered 
.IOIDetime in March, 1973. As the delay in 
supply of the plant and machinery by HEC has 
,Put oft the schedule of commissioning of ihe 
'!Ciriburu Modification and Expansion Plant, the 
project was expected to be comp1~ in Nov-
ember, 1973. The Committee, however, find 
trom the Annual lteport for 1971-72 that there 
had been further delay of about four months 
in the delivery of crusher and mobUe eqUip-
ment and the com.Pletion of the project would 
'be further delayed tnl January, 1974. 

The CommUteeare :not at all happy with the 
fMqueut 1\baD... in the H.E.C. 's schedules of 
d.eliveryof the plaDt and machinery which had 
upset tb.e ~on of the project and com-
missioning of the plant. The Committee would 
like that the Department of Mines to take up 
the mlrtter with the Ministry of Heavy IndUl-
try, investigate the reasons for delay and take 
approprjate action ensure that at least the lateat 
schedules of delivery are firmly adhered to. 

The Committee regret to note that the pro-
posal for instanation of a Benefication Plant 
was initially defea.ed by the Management al-
though this was envisaged in the Project Report 
some time in August. 1969. The Committee also 
llOte that the Board of the Corporation had 
approvecl the scheme in August, 1972 and the 
plant is eKpeetA!d to be commissioned by N ov-
ember, 1974. The Committee regret to observe 
that the deferment of the decision initially and 
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',,: takb1g a·1 dici~io"n aft!"t 3: ~~ars has not only de-
layed disposal of fines' to Bokaro Steel Plant but 
would affect ultima.tely the capital expenditure 
of the project.' 

The Committee strongly urge that at least: 
now the Corporation should take suitable steps 
to ensure that the target date i.e. November~ 
1974, for the oommissioning of the Plant is. 
adhered to. 

The Committee note that on acoount of in-
adequate provisions/change in specifications an 

. expenditure.·of RI. 473,681akhs was incurred by 
management over above the provision made in 
the Detailed Project Report. They also note that 
a committee of directors of the National Mine-
ral 'Development Corporation had raised a. 
number 01 poipts ,about 'this additionAl expen-· 
diture incurred' including the following:-

(1) whether there has 
.: 'signing: of ~apa~ 

of a, larger numbeT 
originally planned. 

been an ever-de-
by the Rcquisition 
of equipment than 

(2) whether additio~l purchases have 
been made with .the approval of the 
compe~ent authority. 

(3) whether changes in the specifications 
had been made after examination of 
the relevant factors by, appropriate 
technical authority; and 

(4) what is the increase in cost on account 
of each of the above factors. 

The Committee of the Board of Directors hael 
also desired that the matter should be reviewed 
further thoroughly. 

The' Committee are given to understand that 
subsequently the matter was gone into by th~ 
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:Piftahtiat . A~· af.' th~· :Balladila Iron Ore-
. , Project and his report is 'Nith the (",rOvemment. 

The Committee would lik~ to impress on Gov-
ernment that all . upects of the matter should 
be gone into as purchase' of m-llC'hinery in ex-
cess of requirement or ereation of unbalanced 
excess' capacity in certliin 'sections have adverse-
effect' of a recurring nature on the cost of pro-
duction. The Committee are informed that it 
is ilready costing the NMDC Rs. 0.28 per tonne 
by way of additional cost at the rated capacity 
of 4 million tonnes per annum. The Commit-
tee would like Government to thoroughly probe 

'the matter and fix responsibility Including those 
of collaborators and of offtcers who were en-
trusted with the task of scrUtinising the details 
before placing firm ,orders for machinery and. 
equipment. The Committee would like to be in-
formed of the action. taken within the next 
three months. 

',' 
I •• ' • 

5.30 . The Committee regret to note that imbalance 
in the designing of the mines and plant ,·has 
created excess capacity at a cost of Rs. 170 lakhs 
resulting in increased C:O$t of production at 28 
paise per tonne. The Committee nole that the 
Technical Committee (constitut~d in June, 
1970) had held t4at .a si~gle line of crusher was 
in a position to t.reat enough ore to produce 4 
million tonnes of sized ore per annum. The 
Chief of Irdn Ore was, however, of the opinion 
that while crushing, conveying and loading 
section could handle 6 million tonnes of run of 
mine as against 5.5 mjl1io~ tonnes provided in 
the project report. The mine and screening 
sections were vulnerable points holding a capa-
city below that envisaged in the project report. 
The Commi~tee were inftlrmed that one of the .. 
reasons .for the imbalance was low lump re-
covery. The Committee aa,l find that a techni-
cal committee appointed 1::y NMDC in June, . 
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~~10, ~l,llld, .tJ;aa~ •• :'fIt the low lump re-
c:ov~r,y, ,it would ,be, ~, ... ary for the Corpora-
ti,~ ,to excavate ·6.6 ':lIlil~on tonnes as against 
5.5 . million tolUle8 ell visaged in the project re-
port and to achieve, ihis "target, additional ma-
chinery at an estimated .cost of 2.06 crores 
would be necesury. -During evidence the 
Chairman,NMDC a.l.sa .admitted that there Wall 
over designing ,in the crusher capacity and one 
crusher was ~tanCl"r.,·. !\101'eDVer, they had to 
increase the ,production from 5.5 million tonnea 
to 6.5 million tOllncs. The Committee are shock-
ed at the .lack of :p.l'QPer planning and design-
.ing o.f the cepacitiesof the machinery which 
had not only cost the exchequer Rs. 170 lakhs 
more but also increased the cost of production. 
TheCommitteeS(oe no justiilcation for this 
costly laple wllerea single line ol crusher could 
have handled the entire .prClduction of the mine. 
The Committee. .therefor,e, .recommend that this 
matter should be probed into by the Govern-
ment and responaibUity for the ~ fixed. 

TbeCommittee find that the original esti-
mates approved by the Government for Ra. 
15 .15crores in lJ:961 had 1lI1der gone revision 
during the course of construction of the pro-
ject; ftrst in 'December, 1968 for Rs. 25.21 
croresand again in September, 1971 for RI. 
29.70 crares and the Revised Estimates submit-
ted to Government in November, 1971. The 
Committee also note that the excesses over the 
original estimates had been examined first by 
a Committee of Di'rectors and later by the Fin-
ancial Advisor of the Project and their reports 
also submitted to Government in January, 1970 
:and September, 10970 respectively. The Com-
mitteeregret 'to note that these Reports are 
still under the consideration of Government 
alongwttb the Revised Estimates. The Commit-
tee however find that Government had been 
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releasing funds on the basis of Budget provI-
sion much in excess of the sanctioned estimate 
without approval of the Cabinet as required 
under the instructions issued by the Bureau of 
Public Enterprises, Ministry of Finance. 

The Committee take a serious view of this 
lapse ,and strongly urge tha,t the revised esti-
mates should be gone into and sanction of the 
competent authority issued. The nc:tent of re-
vision and its implications on the economics 
of the Project should be specifically examined. 

The Committee would also like Government 
Corporation to review its mechanism of expen-
diture control to obviate recurrence, 

5.56 The Committee are distr~ssed to find that the 
and production in Bailadila even after four years 
5.57 of commissioning of the plant has been below 

the original target of 4 million tonnes. Further, 
the percentage of lllmp ore recovered does not 
exceed 65 per cent as compared to 75 per cent 
envisaged in the Project Report. The Commit-
tee cannot accept the plea that the DPR did 
nQt provided adequately for waste mining and 
the bench of required length as specified in the 
DPR could not be develope,J during construc-
tion due to non-availability of electric supply 
in time. The net result of all these factors has 
been that not only Balladila has failed to 
achieve the targetted production and meet tn 
full the commitments for export, but the cost 
of production has been much higher as com-
pared to the original estimates and even Kirl-
buru mines, which had been developed earlier 
for similar exports to Japan. The Committee 
note that NMDC are now considering a propo-
sal to utilise the fines llY pelletisation with or 
without ,benetication and .tress that the matter 
should be gone into most carefully having re-
gard to the economics, of the project. 

------.---.--~ ----,--------------
298 LS-15. 
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The Committee would like the Management 
to spare no· pains to inrease recovery of lump 
ore and enhance eftlciency in production in 
order to improve the economics of the project. 

The Committee note that the Board of Di-
rectors in October, 1967 fixed the staff strength 
of the Bailadila Project at 800 on the Kiriburu 
Mines stafllng pattern. Later in January, 1968 
the Administrative Staff College, Hyderabad 
conducted a study of the requirements of the 
staff for the project and suggested a strength of 
1-173. As this study made by the Staff College 
"did not take into account adequately the staff 
requirements of certain departments like the 
Maintenance Department !l.hd three shifts 
working in the loading plant, the Board of Di-
rectors fixed the staff strength at 1546" in the 
light of experience gained in the working of 
the mine since April, 1968 and phased increase 
in the level of output". The Committee, how-
ever, note that the present strength of the pro-
ject is 1691 about 10 per cent in excess of the 
strength approved by the Board after a com-
prehensive stUdy. 

The Committee regret to note that in spite of 
the excess staff, the output per-man-sbift is less 
than the budgeted output from 1968-89 to 
1971 .. 72 except for one year. The Committee, 
therefore, l'eCommend that concerted efforts 
should be. nwde to improve the eftlciency and 
Dl,8ximise output 80 that the output per-man-
shift may iDc:realle consistent with the staff em-
ployed. 

'The Committee find that as compared to the 
project estimate of Rs. 6.14: per tonne for' ope-
rating cost, the actual cost in BaihuUla in 
1971-72 was Rs. 12.48 per tonne, an increase cf 
more than 100 per cent. It is pertinent to re-
call that the operating cost in Kiriburu-an 
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older mine developed earlier for export to 
Japan-is only Rs. 9.86 per tonne. The Com-
mittee therefore are unable to appreciate why 
Bailadila which was developed later tha.n Kiri-
buru should have a higher operating cost. In 
fact, gaining from the experience of Kiriburu, 
it should ha1,fe been possible to effect substan-
tial reduction in the operating cost. The Com-
mittee would like Government!NMDC to exa-
mine the matter in depth and take concerted 
measures to bring about reduction in the ope-
rating cost by improving efficiency and effect-
ing economics in management. 

The Committee would also like thnt both 
NMDC and MMTC should arrive at an early 
settlement of the price as this has intimate 
effect on the financial position of the Corporn-
tion. 

The Committee note that a decision was taken 
to execute the BailadUa Deposit No.5 in two 
phases, the first phase with production (If 2 mil-
lion tonnes and the second phase for 4 million 
tonnes, to match the handling capacity of Vi-
zag. Port. Thereafter with the scheme for ex-
pansion of the Vizag. Harbour, it was decided 
that it would be economical to dev~lop a mine 
with a capacity of 4 million tonnes of sized ore. 
The Project feasibiJity report was examined in 
August, 1968 and it was found that mine would 
remain a losing venture for a.ll time to come, 
and that the project would be losing at the rate 
of Rs. 2.55 per tonne, on the basis of the price 
to be received in respect of the supplies from 
Vizag Outer Harbour and that the price for the 
supply to the Japanese Steel Mills was firm for 
10 years. The Committee were informed that 
the revised decision was taken after taking into 
account the development and the associated 
infra-structure of railway and port facilities 
and the interest of -the Japanese Steel Mills. 
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The Committee are at a loss to understand 
as to how an investment decision on a Project 
with a capital outlay of more than Rs. 38 
crores had been taken even with the full know-
ledge of the fact that it would be a losing ven-
ture. for all times. 

The Committee would like that Government 
should carefully analyse the various compo-
nents of cost and take concerted measures to 
ensure that the cost of production and trans-
port cha.rges do not exceed the sale price which 
is fixed with reference to the international con-
ditions. In fact with experience and large pro-
duction, it should be possible for the Corpora-
tion to reduce the cost of production and in-
crease the margin of profit so that it may act 
as an incentive for developing more mining 
areas, stepping up the exports and wi."l.ing more 
foreign exchange. 

The Committee note that the revised esti-
mates submitted to Government is in excess of 
original estimates by about' 33 percent and the 
excesses are mainly under Plant and Machi-
nery, Civil and structural work. Establishment 
expenSes, consultancy charges, and prOVISIon 
for future escalation. The' Committee desire 
that Government should carefully go int.o the 
reasons for the excesses before the revised esti-
mates are approved 36 any undue excess in the 
project cost is bound to affect adversly the 
financial viability of the project. 

The Committee note that the original target 
date for completion of project was December, 
1973 and the trial runs were to commence in 
early 1974 to synchronise with the completion 
of Vizag. Outer Harboua. While the Committee 
were informed that the Outer Harbour at 
Vizag. is likely to be completed by May, 1974, 
the COJl.lmittee. regret to note the deJay in the 
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completion of the Bailadila No. 5 Project. Ac-
cording to the present indication, thf' project is 
-likely to be commissioned towards the end of 
1974 only. The Committee were informed that 
even this target is subject to completion of the 
tunnel work entrusted to NPCC by March, 
1974 and del1very schedule of plant and machi-
nery by the Heavy Engineering Curporation 
Ltd. and MAMC on whom orders were placed 
even as early as March, 1969 being adhered to. 
The Committee were also informed that HEC 
would be a.ble to complete the sUPflJy only in 
JulYIAugust, 1973. . 

The Committee view with concern that even 
the present anticipation for completion of the 
Bailadila No. 5 Project cannot be adhered to 
unless the sister public undertakings are gear-
ed up to fulfil their contractual obligations to 
NMDC and adhere to their time schedules as 
otherwise the facilities provided by Vizag. Outer 
Harbour would perhaps remain unutilised. 

The Committee need hardly stress that GO\1-
ernment I Public Undertakings should realise 

. that once a contractual commitment is made 
with a foreign party, Gf.Jvernment should en-
sure through concerted measures thllt the com-
mitments are honoured so as to ~enerate and 
sustain the confidence with the foreign parties. 
The Committee would a.lso like G,)vernmentl 
Corporation that, with their experience of min-
ing in the other projects. they should use the 
latest technology and . equipments so as to 
achieve production at an economic cost so that 
the prices may be competitive. 

31. 6.46 The Committee regret to note that the work 
of construction of jeepable road as part of the 
road from Bailadila deposit No. 5 to depol'it 
No. 14 through Galli Nallaha. waR undertaken 
departJ:nentally and tenders were invited in 

.. __ ._----_._--
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March, 1968 even without a sanctioned eaii-
mate for the work inspite of instructions from 
the Head Office that the estimate shfluld be got 
approved from _ them as also from Government. 
The issue was re-examined in March, 1969 and 
it was concluded that a permanpnt road from 
Bacheli to deposit No. 5 would J,r of better 
functional utility and economicai. ::md therefore' 
the idea to make the road from Bailadila No.5 
to Bailadila No. 14 was abandoned after already 
incurring a.n expenditure of Rs. 1.45 lakhs. Al-
though the Corporation had sought to justify 
their action stating that but for this road, cons-
truction of HT line -would be del&yed and the 
road serves useful purposes, the Committee are 
not convinced as to why the Geaeral Manager 
of the Project should not have !:>lIowed the 
prescribed procedure of taking prior sanction of 
estimates before incurring any expenditure on 
the road. The Committee feel that the explana-
tion of the General Manager that he treated the 
letter communicating the approval of the draft 
NIT in January, 1968 as approval to the esti-
mates, would seem to be an aiter thought. It is 
surprising that even after lhe neadquarters had 
asked (in March, 1968) the General Manager, 
the basis of preparation of the estimate. the 
General Manager persisted in ::.aying that the 
headquarters has already vetted the papers long 
ago. 

From a note received from the Ministry, the 
Committee note that it was decided by the 
NMDC to drop the construction of the above 
road as it would have served no useful pur-
pose in the changed circums~ of the pro-
ject and a Kutcha Road w&s required upto (ialli 
Nulla.h for carrying out detAiled survey for dam 
and laying of H.T. line. Therefore, the qu~stion 
of any approval of the wOTk by the Board or 
the Government did not arise As the Kutcha 

-- ---------.. - .- ~.-.--
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Road was required in any case, its construction 
~annot be considered as ~rrp.gular. 

The Committee are not satisfied with the 
justification tor the road as given by un~er
taking/ Ministry and feel ronvinced that had 
adequate care and caution been exercised in 
planning. the expenditure of Rs. 1.45 lakhs ~n'
curred cn the road could have been avoided. 

The Committee note that the actual produc-
tion of diamonds from the two mines viz. Ram-
kheria and Majhgawan fell short of the original 
targets during the period from 1969-69 to lint-
72. Although the overall percentage of short-
fall of production in the two Projects together 
showed a declining trend from 44.8 per cent in 
1968-69 to 14.10 per cent in 1971-72, the actual 
performance in Majhagawan exceeded the tar-
gets an.d tht:: performance of the Ramkheria 
mine fell very much below the targets. As ad-
mitted by the representative ot Department of 
Mines during evidence, "the result is one de-
posit counterbalances the poor performance oi 
the other. NMDC proposes that it should be 
closed down and MaJhgawan expanded." 

The Committee regret to find that though 
the Ramkheria mine was taker. Ip for exploita-
tion on the basis of further rr05pecting . and ex-
ploratory "Works done in consl:!tation with . the 
Foreign Consultants and thp IBM it could not 
attain the targetted capacity and the perfor-
mance is only :l-bout 6ne-fol1rth of the target. 
The Committee, therefore, feel that even the 
further (>xploratory ard profopective works were 
not done with the n4"cessary care and caution' 
with the result that th., project is Josing hea-
vily. The Committee are not impressed.with.the 
statement of the Ministry that "one deposit 
counterb~Icm(;es the othf'Y'''. The Committee 
take a serious view of the undue haate with 

-----._--------------
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and 
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which the mine was taken up (or exploitation 
without a thorough and careful techno-econo-
mic study of ,the project l'esulting in an in-
1ructuous expenditure. 

The Committee strongly ~ecommend that the 
entire matter should be thMoughly illvestigatt!d 
by the Government aq to the quantum of the 
loss and the responsibjl!ty for such costly lap-
ses be also fixed_ ' -

The CbMmittee note that In accordance 
with the policy objective of Government, to 
import rough diamonds' from abroad to counter, 
to the extent possihle, squeeze by foreign mono-
polistic suppliers on the Indian Trade, and to 
provide at least small quantities of rough dia-
monds to the Indian cutttng and polishing trade 
at reasonable prices, theNMDC was nominated 
as the canalisingagency fdr the import of rough 
diamonds to the extent of 10 per cent of the im-
port replenishment. NMDC imported diamonds 
so that the Corporation may secure primary 
source in addition to the normal source and start-
ed importing rough' diamonds from Ghana and 
German Democratic Republic-about Rs. 10 lakhs 
from Ghana and Rs. 15 lakhs from Germany. The 
Committee were informed that the basic assump-
tion in making purcha~e lr:om Ghana was that 
Indian diamond trade would extend cooperation 
to NMDC in buying the rough diamonds procur-
ed froin Ghana. This assumption did not how-
ever. materialise as the trade immediately after 
purchase protested against Government policy 
to enter the diamond trade with the result that 
the bulk of he imported dIamonds had to be dis-
posed of abroad aqd the whole transaction end-
ed in a loss of n;aore than RB. 5.16 lakhs, after 
taking into account ,interest on capital to the ex-
~nt of Rs. 4.36 Ip:hs and refund of customs 
duty. The Committee were also informed that 

-----------------------------------------------
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the entire. stock of diamonds imported from 
Ghana had since been disposed of. 

The Committee also note that NMDC in order 
to meet the demands of canalization and to en-
sure steady supplies entered into arrangements 
wIth a leading London firm for the import of 
rough diamonds on consignment basis, and this 
transaction yielded a profit of about Rs. 5.6 lakhs 
wiping off completely the loss sustained in the 
Ghana deal. 

The Committee are not able to understand 
the rationale of canalising the import of rough 
diamonds through the NMDC who are primarily 
concerned with exploration and development -of 
minerals. The Committee are also distressed to 
note that before appointing the NMDC as the 
canalising agency for import trade, Government 
have not issued specific gUidelines in regar4 to 
the particular quality of rough diamonds to be 
imported keeping in view the demands of trade 
and requirements of the country but simply left 
the matter entirely in the hands of the Corpora-
. tion with the result that the transaction has not 
only ended in a loss of Rs. 5.16 lakhs but the 
specific objective with which· this task was under-
taken was not fulfilled. 

The Committee would strongly urge that the 
entire deal should be thoroughly investigated and 
responsibilities' 'for such costly lapses fixed. The 
Committee were now informed that the import 
and export of diamonds done by the NMDC has 
since been transferred to the MMTC. . The Com-
mittee hope that the MMTC would ensure that 
8uch costly lapsell do not recur and imports of 
rough diamonds are m,de in consultation with 
CODIUDlera. 

7.'43. The Co~ittee note that the actual cost of 
produ~tioo. ofd!!UDond per carat during 196ft-til 

.1 was 127.5 per cent Of the ~timated COlt based on 
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original target produtcion of 16000 carats for 
that year and 86.9 per cent of the revised cost 
based on reviseti target of 9000 carats. 

The Committee regret to note that the cost 
per carat during 1969-70 and 1970-71 increased 
to 88 per cent and 99 per cent of the estimated 
cost based on the revised targets of 14000 and 
20000 carats respectively. 

The Committee recommend that the Corpora-
tion should spare no pains to improve their pro-
duction performance in Panna and ensure that 
the cost of production compares favourably with 
international market prices. 

36. 8.17 The Conunittee note that while framing the 
and Detailed Project Report, it was anticipated that 
8.18 Government's sanction would be received by 

December, 1968 and the Project would go into 
full production by 1973-74. The Committee re-
gret to note that Government had taken two 
years to approve the DPR although they had 
communicated their approval in principle as 
early as January, 1969. The Committee also re-
gret to observe that on account of the delay in 
the sanction of estimates, not only has the cost 
of project increased but the completion of the 
project has also been delayed by three years. 

The Committee further observe that even 
the revised estimates approved by the Board in 
August, 1972 are still awaiting sanction by 
Govrnment. 

37. 8.19 The Committee also regret to 3dd that so 
and far no decision has been taken on the techno-
8.20 economic feMibility report preparEd by Mis. 

Dastur and Co. on beneficiation and pelletisation 
on Donimalai Iron Ore submitted by Corpora-
tion to Government il'l' June, 1972. 

The Committee need hardly stress that Gov-
ernment should not I'U8h to take an investment 
deettdon on the project unless and until a 

------ ---- ---------------
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thorough and 'critical analysis of the techno-eco-
nomic feasibility report is made and Govern-
ment are Isatisfied that the project would be fin-
ancially viable. 

38 9.1l The Committee note that though the techno-
economic studies were completed as early as in 
March, 1970, it had tak~ one full year for the 
Corporation to prepare the detailed project l't!-
port. During this. period expenditure was in-
curred on 'care and maintenance basis' and this 
was agreed to be shared with the foreign colla-
borators till investment decision was taken by 
Government, in the same ratio as originally acz-
cepted for the period from June, 1970 to March, 
1971 subsequently extended upto December, 
1971. The collaborators declined to share any 
expenditure on 'care and maintenance' beyond 
December, 1971 and therefore 'care and main-
tenance' establishment wu practically closed 
from May, 1972. 

The Committee were informed (March, 
1973) that Government have accorded invest-
ment decision in principle subject however, to a 
long terms sales contract for a substantial quan-
tity of the annual production. The Committee 
would, however, strike a note of caution that 
Government !IlouM undertake a careful and 
thorough evaluation of the technology and econo-
mics of . transporting the concentrate of pellet 
feed through a pipeline in slurry form and ex~ 
porting them in large slurry carriers before a 
long term sales agreement is considered. 

The Committee need hardly stress that 
Government should learn a lesson from their past 
experience and ensure that the short comings 
which adversely affected the operation ot the 
other projects do not recur. 

8 •. ' 'U2. Needless te emphasise that the execution of 
u . . this project should synehronise with the 
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development of the hinterland of Mangalore 
which is being developed as a major port. Since 
this mine ore is for export purposes, the Com-
mittee need hardly' point out that there should be 
close co-ordination with the Mangalore Port 
authorities from the very beginning so that the 
requisite facilities are developed in time. 

40. 9.19. The Committee note that NMDC commenc-

41. 

42. 

9 .. 23. 

9.25. 

ed the investigations of . Mussoorie Rock Phos-
phate as early as October, 1968. Although the 
techno-economic studies were expected to be 
ready by October, 1969 and the Detailed Project 
Report by December, 1969, the techno-economic 
feasibility report had not been prepared by April, 
1970. The Committee find that only the first 
stage of exploration operations of the project had 
so far been completed and the Ministry had 
agreed to give extension of time for the feasi-
bility report upto December, 1971. The Com-
mittee note that in May, 1971, the Gov~rnment 
had decided to transfer these operatio ns to the 
newly formed Company viz., Pyrites, Phos-
phates and Chemicals Ltd. The NMDC closed 
down the Project from 15-6-1971. 

The Committee would strongly urge that· 
Government/P. P. & C., should take immediate 
steps to ~xamine the economics of ,the Project 
carefully and initiate further action for exploit-
ing the mine, as otherwise the expenditure of 
more than Rs. 47 lakhs incurred by NMDC may 
become infructuoUi. The Committee would Uke 
to be kept informed of the action taken in the 
maRer. 

The Committee hope tllat in view of the ex-
port commitment to Japan; from the Bailadlla 
Sector, the work on BailadUa-Deposit No. 4 
would be accelerated. 

The Committee would like Government~ 
take up the development of the Meghahataburu ------
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Project only after careful exploratory studies 
and assessment of the economics of the project to 
ensure supply of ore of appropriate quality and 
-specification to Bokaro Steel Plant. 

10.5. The Committee note that there is an office 
of the Commercial Manager of the Corporation 
at Bombay in charge of the imports and sales of 
diamonds. Since the work of import and trade 
of diamonds has now been entrusted to MMTC, 
the Committee see no justification for the conti-
nuance of that office at Bombay. The Commit-
'tee hope -that ~ith the transfer of the functions 
of this office to MMTC, the personnel of this 
oftlce would also be simultaneously transferred 
along with the work. 

10.10. The Committee find that the Management 
reporting system at present foHowed by the Cor-
poration is still stated to be in the evolutionery 
stage. The Committee suggest that the proce-
dures may be streamlined and the reporting sys-
tem organised In a systematic manner so that 
the system really enables' the top management 
to have an overall control on the different 
wings as well as the aspects of the working of 
the organisation. 

iO,25. The _ Committee note that though a decision 
was taken by the Government of India towards 
the end of 1962 to shift the Headquarters of the 
Corporation, the Government had been changing 
their decisions from time to time and it was only 
'after 9 years that a final decision has been taken 
to shift the headquarters to Hyderabad, The 
Committee are constrained to observe that these 
frequent changes in the decision had not only 
led -to creation of aNets worth rupees more than 
11 lakhs at Faridabad' but has resulted in ad-
ditional expenditure on the sbifthr~ of the offtce •• 
reats of buildings at Hyder.abad elc. In the 
opinion of the Committee, the headquarters of 
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_ the Corporation should have been located cent-
rally 80 that all the projects undertaken by it 
are easily accessible for supervision and t'ffect-
ive ~ontrol over their execution. 

The Committee also recommend that the 
Corporation should take timely action for the 
disposal of the property at Faridabad in the 
best public interest to obviate the recurring ex-
penses on staff deputed to look ('{ter the property 
and on its maintenance. 

46. 11.11. The Committee note that the stock of 
stores and spares parts of NMDC as on 31-3-1972 
represented 157.1 months' consumption for pro-
duction and development as compared to 78.3 
months in 1970-71 and 53.9 months in 1969-70. 
The Committee also note that the closing balance 
of the stores in respect of Bailadila, Kiriburu 
and Panna Diamond projects as on 31-3-1972 re-

.,-- presented 27.06, 33.19 and 17.15 months consump-
tion of the stores aond the inventory level show-
ed an increasing trend in all the projects from 
1969-70 to 1971-72. The Committee feel that with 
the experience of working of the project, the 
NMDC should not have found it difficult to fix 
realistic norms of levels of inventory separately 
for indigenous and imported items of stores and 
spares so as not to overburden the inventory. 

47. 11.12 The Committee also note that the purchases 
in BaiIadila and Panna Diamond Projects were 
in excess of the years' consumption during 1970-
71 and 1969-70 and 1970-71 respectively, thus fur-
ther adding to the Inventory of stores. With the 
introduction of data processing system it should 
be possible for NMDC to have ready information 
of stock levels, . consumption etc., so that pur-
chases may be made on realistic basis. The 
Committee need hardly stress that accummuliltion 
of inventory and exesslve purhases result in un-
neesiary blocking of capital with consequential 
expenditure on storage, lOll of interest etc. 
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- The CommJ,ttee were informed that an 
"!nvenWry Control Committee" was constituted 
by the Bureau of Public Enterprises. That 
Committee in its report submitted in January, 
1972 had made certain recommendations regard-
ing procedures of purchase and inventory control 
The Secretaries Committee on Public Sector En-
terprises which considered that report in May, 
1972 decided that the Bureau of Public Enter-
priltes should further review the inventory posi-
tion in regard to NMDC's projects. 

The Committee would like the Government/ 
Bureau of Public Enterprises should complete 
the review without delay and fix suitable norms 
for the stores and spares consistent with the 
needs of production and development works of 
NMDC. The Committee were informed that 
stocks of about 70 per cent in the usage value 
were only being subject to thorough control and 
review. The Committee strongly urge that a 
thorough review of all the items of stocks should 
be undertaken half-yearly and actIon taken to 
reduce the inventory levels to avoid unnecessary 
accumulation of stores. 

49. 11.25. The Committee note that in the Bailadila, 
Kiriburu and Panna Diamond Projects, stores of 
the value of Rs. 137.69 lakhs did not move for 
more than two years as on 31-3-1971 and stores of 
Value of Rs. 227.981akhs did not move for more 
than one year as on 31-3-1971. The Committee 
also note that Rs. 23.6 lakhs worth of stores in-
cluding spares and construction and special parts 
are awaiting disposal as on 31-3-1972. The very 
fact that more than Rs. 3 crores worth of stores 
are not movir.g for over one/two years only 
proves that suffiCient care was not exercised be-
fore ordering purcha.ses. The Committee were 
tnfonned that periodical reviews are undertaken 
by . the Storeholder to indentify non-moving and 
obsolete spares, lists are prepared and circulated 
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to Sister Projects or the·· items are transferred 
to uther projects. The Committee are strongly 
of the view that the review of stores should not 
be left to the storeholder but should be conduct-
ed systematically by an independent store officer / 
stock verification officer so that a systematic 
analysis of all the slow-moving/non-moving 
items is undertaken and items surplus to re-
quirements are identified '~nd timely action 
taken for their transfer to other projects, public 

. undertakings where they could be more usefully 
utilised instead of allowing them to become ob-
SC?lete to be ultimately written off as a loss. The 
Committee also find that the shovel received by 
the Panna Diamond Project from Bailadila in 
January, 1968 on the plea of urgency for removal 
of over burden could not be. utilised for want of 
certain repairs and had ultimately to be returned 
in May, 1969 to Bailadila without any use after 
more than 15 months. Even after the shovel 
was received back at BailadiIa it could not be 
put to use and had to be declared as surplus. 
The Committee are not convinced about the plea 

'of urgency for the transfer of equipment from 
Bailadila. 

The Committee fail to understand as to why 
the Corporation could not have verified the con-
dition of the shovel even before it was transfer-
red to Panna, and why it had taken more than 
16 ~onths for Panna Project to return it to 
Bailadila. The Committee would like that this 
should be investigated in detail and report fur-
nished to them. 

The Committee feel concerned that, on the 
one hand, the Corporation.is carrying heavy in-
ventory of stores and a large amount of surplus 
ltores are accumulated on· the other hand. Com-
mon equipments like shovel remain un utilised for 
want of spares for repairs. 
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The Committee would like the Corporation 
to undertake a thorough review of similar cases 
of Plant and Machinery which may be lying 
unutilised for want of spares or repairs of which 
may be uneconomicnl so that the Corporation 
may take imtnediatemeasures to bring them in 
working order or take acti~ for their disposal to 
other Undertakings. 

The Committee suggest that the Inventory 
Control Committee on NMDC should also criti-
cally examine this as~ect 'and suggest ways .and 
means for adequate provisioning of spa,res and 
stores so that the machInery in the Corporation 
may not at any time remain unutUised on the 
plea of want of spares and production affected 
on this account. 

50 11.31. The Committee regret to note that because 
of the failure of the Corporation in not initially 
obtaining the prior sanctionlrelease of foreign 
exchange and the procedural delays in obtaining 
the various clearance thereafter, the Corporation 
suffered a loss of Rs. 1.06 lakhs in the transaction. 
The Committee fire not convinced of the justifi-
cation for the delay in thjs case. The Commit-
tee need hardly' stress that the Corporation 
should have taken advance action for the settle-
ment of formalitif'l' and' to;ecured sanction for 
foreign exchan~e in time. The Committee hQpe 
the C01"pQration would ensure t.hat such delays 
do not recur in future. 

51 . 11.37 The Committee note that on the expiry of 

298 LS-16. 

the contract for transport of cement from Jaimul-
Dhumtarl to Kirfndul at 21.5 paise per ton mile 
and from Jaimul-Ohumtart to Banst at 19 paise 
per ton/mile, o'll 3:1-8-1966 'two contracts were en-
tered into at the rate 'of 27 paise per ton/mile on 
the basis of tenders invttett· from local firms 
across the table anda'fter negotiation with the 
partIes withouta$SOciatjn~ the earlier contractor 
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on he plea of his poor performance. Though 
these contracts were required to be reviewed 
after three months, instad of rviewing them and 
inviting fresh tenders, the earlier contracts were 
extended upto 31-3-1967. It was only in April, 
1967 that tenders were again invited whp.n the 
rates obtained were 19.36 p. and 19.63 p. per tone/ 
mile respectively. The Committee regret to 
not that non-invitation of tenders and failure to 
conduct the review from time to time has re-
sulted in an avoidable extra expenditurp. of Rs 
2.4 lakhs to the Corporation. 

The Committee are also at a loss to under-
~tand as 10 why no action was taken against ear-

"lier contractor for his poor performance. Apart 
from this, the Committee find that General 
Manager had been giving extension to the COD-
tracts in consultation with the head-office with-
out obtaining the approval of the Board as pres-
cribed under the rules. And it was only as late 
as December, 1967 that ex-post-facto approval 
of the Board was obtained, the Committee takE' 
a serious view of the irregularities in the case and 
urge that Government should probe into them 
and take action against those responsible for the 
lapses. 

!5:l. 12.17. The Committee note that the sale of iron 
ore to Japanese Steel MIls in terms of agree-
ment entered with them for the devlopmnt of 
Kiriburu and Bailadila Mines is being made by 
the NMDC through the MMTC. In paragraph 
77 of their 11th Report, the Committee suggest-
ed that the Corporation should work out its 
costs of exporting the ore independently and if 
the cost did not work out to be more than the 
commission paid to the MMTC it might be econo-
mical for the Corporation to take over the work 
from the MMTC. This aspect was examined by 
the NMDC in 1969 and it came to the conclUSion 



1 2 

., . 

233 

3 

that- if the funds to the extent of Rs. 2.3 crores 
were made available to the Corporation, it need 
not pay to the MMTC the element of the service 
charges representing "Finance obligations" ex-
cepting over-head expenses. The Committee 
find that already NMDC has paid Rs. 1.61 crores 
as commission charges to MMTC upto 1971-72. 
The Committee were informed that it was the 
policy of Government to canalise all export of 
iron ore through a separate trade agency which, 
in this case, was MMTC and so long as the NMDC 
was paid a fair price inclusive of adequate re-
turn on investment it should be advantageous to 
keep the trading activities with MMTC. The 
Committee also find that the question of price 
payable by MMTC in respect of ores exported 
through it, has been for long under dispute and 
it was only in October, 1971 that the Finance 
Secretary had given award about the fair price 
payable by MMTC, according to which the Cor-
poration would be selling the Bailadila ore to 
MMTC on a FOR Vizag. Port bass w.e.f., 1-4-1971 
and the existing price formula for Kiriburu ore 
may continue for 1971-72. Though the MMTC had 
accepted the award, .the Committee find that 
NMDC had been making further representations 
on the award. The Committee were also inform-
ed that the matter was still under negotiation 
between. the 'two Corporations. The Committee 
need hardly stress that in the interest of improv-
ing the financial position of the Corporation, an 
early settlement of the price should be arrived at. 

~ 13.19. The Committee are unhappy to find the 
disquieting financial position of the Corporation 
which has accumulated a loss of Rs. 12.7 crores 
representing 21.5 per cent of the equity capital, 
at the end of 31-3-197Z. The loss is mainly on ac-
count of loss of Rs. 801.90 lakhs in Kiriburu and 
a Rs. 406.08 in Bailadila. The Persistant had per-
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formance of the Corporation from 1968-69 to 
1971-72 should among other factors, be attribut-
ed to the faet that production at Kiriburu and 
Bailadila was much below the capacity. As may 
be seen from para 3.23 the Kiriburu mine is in 
fact operating only to one half of its capacity 
while Bailadila Plant operations have not 
shown substantial improvement Of the two 
major mines, Kiributu accounts for less than 1/4 
of the total production of the NMDC but its pro-
fitability is entirely aepend~nt upon the off-take 
of ore and fines by Bokard Steel Plant and fixa-
tion of the sale price therefor. 

On the export side apart from the low level 
of production in the two mines and consequtmt 

reduction in exports, the Committee find that th.., 
external payments like Ra'ilway freight Port 
charges, export duty, commission etc., have also 
contribute'd to the loss. The Committee hope 
that the F.O.R., arrangements now agreed upon 
by MMTC as a result of the award of the Finance 
Secretary would help in improving the financial 
position of the Corporation. 

As the Corporation have now gathered valu-
able experience in miniri~ of ore. it should be pos-
sible to bring down the cost of production by 
adopting most efficient methods by developing 
production to the full pbtentlal. The Committee 
need harClly point out that as iron ore constitutes 
the main raw-material for the steel plants its 
supply at competitive rates. would help the public 
sector to produce iron and steel at most competi-
tive rates. As pointed' out elsewhere in the re-
port there is great scope for increasing export of 
iron o~ to other countries particularly Japan and 
this can be done on a substained and long-term 
basis only if the' Nlrtionfil Mineral Development 
Corporation are abie to ~ra1se the ore at most 
competitive pi-iees. ' 
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The Committee would like to be informed of 
the measures taken or proposed to be taken by 
the National Mineral Development Corpora-
tion to increase the efficiency of its production 
and to reduce its operating and overhead cost. 

55. l3.22. The Committee have pointed out elsewhere 

56. .13.26. 

r' O r- o 

in the Report that the operational cost as well 
as overheads of N.M.D.C., particularly in Baila-
dila and other iron ore projects are excessive. 
The Committee feel that detailed costing of 
operations should be done by the Financial Ad-
viser's organisation so as to assist the manage-
ment in taking timely action to improve perfor-
mance and effect economies. 

The Committee regret to note that in spite 
of the instructions issued by Ministry of Finance 
(Bureau of Public Enterprises) in September, 
1968 in pursuance of the recommendation by the 
Committee on Public Undertakings in their 15th 
Report (4th Lok Sabha-April, 1968) on "Finan-
cial Management in Public Undertakings" that 
Intemal Audit-should include a critical review 
of the system, procedures and operations as a 
whole, the Internal Audit Cell of the Corpora-
tion has not so far conducted any appraisal of the 
performance of the projects. The Committee 
were informed that only recently the Corporation 
sanctioned Internal Audit Cells for the operat-
ing mines at Kriburu and Bailadila and action 
for evolving suitable operation standards for pro-
duction initiated. The Committee recommend 
that Internal Audit Cells should be activised 
to discharge their functions and responsibilities 
so that the Management can take advantage of 
the reports of internal audit in seting right the 
defects in the working of the Corporation. 

GMGIPND-LS It-2i8 LS-5-7-73-1425. 
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