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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having been
~ authorised by the Committee to submit thé Report on their behaif,
present the Forty-eighth Report on Action Taken by Government
on the recommendations contained in the Thirty-ninth: Report of the
Committee on Public Undertakings (Fifth Lok Sabha) on Ppyrites,
Phogphates and Chemicals Limited.

2. The Thirty-ninth Report of the Committee on Public Under-
takings was presented to Lok Sabha on the 27th April, 1973. The
replies of Government (not vetted by Audit) to all the 43 recom-
mendations contained in the Report were received in batches and
the last batch was received on the 16th November, 1973. These were
considered by the Committee on Public Undertakings on the 10th
December, 1973, and it was decided to call for information on certain
points arising out of the replies furnished by Government. The
Committee also decided that the Report be finalised by the Chairman
on receipt of further information from the Government.

3. Further information sought in respect of certain points was
received on the 24th December, 1973. The Report was finally adopt-
ed by Committee on Public Undertakings on the 21st February, 1974.

4. The Report has been divided into the following five Chapters:—

(i) Report.

(i) Recommendations that have been accepted by Govern-
ment,

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

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

(v) Recommendations in respect of which final replies of
Government are still awaited.

5. An analysis of the Action taken by Government on the recom-
mendations contained in the Thirty-ninth Report of the Committee
is given in Appendix. It would be observed therefrom that out of

‘i") P -> -



(viii)

the total number of recommendations made in the Report, 27.95 per
cent have been accepted by the Government. The Committee do not
desire to pursue 37.20 per cent of the recommendations in view of
the Government’s replies. Replies of Government in respect of
23.25 per cent of the recommendations have not been accepted by
the Committee. Final replies of Government in respect of 11.60 per
cent of the recommendations are still awaited.

s

SUBHADRA JOSH]I,
Chairman,

Committee on Public Undertakings.
NEw DEvLHI;

March 4, 1974,

Phalguna 13, 1895 (S). o . - — e



CHAPTER 1
REPORT

Amjhore Project—Paragraphs 2.19 and 2.20 of 39th Report
Recommendation (Serial Nos. 2 & 3)

The Committee took a serious view of the fact that the Company
was allowed to continue to incur expenditure on the project without
any sanction of the revised estimates by Government and even be-
fore determining the economics of the project. The Committee
therefore strongly urged that Government should carefully examine
the economics of the revised project from all aspects and take steps
to sanction the revised estimates without any further delay. It was
also pointed out that where the economics of the project were ad-
versely affected as a result of revised estimates of expenditure, the
matter should be spegifically brought to the notice of Parliament
without avoidable delay.

2. In their reply, the Government stated that the Revised Project
Report for the production of 900 tonnes of pyrites ore per day, asg
approved by the Board of Directors of Pyrites, Phosphates and
Chemicals Limited, was received on 18th April, 1973, and was being
examined carefully keeping in view the observations made by the
Committee. The Committee were also informed that in the light
of certain discussions in the context of the difficulties that arose as
a result of the reduced off-take of ore by the Sindri Sulphuric Acid
plant which affected the optimum utilisation of the facilities already
developed at Amjhore, the scheme was being suitably rephased and
that the matter would be placed before the Public Investment Board
for investment decision as soon as possible.

3. The Committee note that the revised estimates received by
Government in April, 1973 are still under their examination. The
Committee therefore reiterate their earlier recommendations and
desire that Government should critically examine the economics of
the project on the basis of revised estimates and take an early deci-
sion in the matter.

Deployment of Costly equipment—Paragraphs 6.15 and 6.16 of 39th
Report

Recommendation (Serial No, 11)

4. The Committee pointed out that the detailed project neport
prepared by the Company in July, 1964 and sanctioned by Govern-
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ment in January, 1965 recommended inter-alia the procurement of
gathering arm loaders and of shuttle cars without mentioning any
detailed justification therefor, although the Indian Bureau of Mines
did not recommend the use of these equipments in the project re-
ports prepared by them in May, 1961 and December, 1963. The
Committee were informed that the provision for the procurement
of the equipment was made in the Detailed Project Report by the
company to accelerate the pace of development of the mine and to
synchronise it with the date of commissioning of the Sulphuric acid
plant at Sindri in September, 1968.

5. The Committee also noted there was gross under-utilisation of
these loaders and the shuttle cars and that their performance was
very poor as compared with the standards fixed in the Detailed
Project Report. As the work progressed, it was realised that under
the geological conditions prevailing in the mine, loaders and shuttle
cars were not suitable. The Committee felt that the need for the
equipment should have been closely examined after a detailed study
of the geological conditions and taking into account all relevant
factors and the purchase if at all should have been made in a phased
manner as recommended by Technical Advisory Committee after
gaining experience instead of acquiring the equipment in one lot.

6. The Committee also regretted that in order to make use of the
loaders and shuttle cars, which were found unsuitable under the
geological conditions prevailing in the mines, the Company had to
develop galleries wider than actually necessary and this involved
an extra expenditure on timber|steel support, which could have
been otherwise avoided.

7. In their reply the Government stated that deployment of shut-
tle cars and loaders was made as per the Detailed Project Report
which was examined in detail by the Technical Advisory Commit-

tee consisting of eminent mining experts.

8. While using the shuttle cars and loaders poor roof conditions
were noticed and the galleries had to be supported by timber/steel
supports. The extra expenditure on the supports was necessary to
ensure safety and utilisation of the equipment as poor roof condi-
tions were noticed while utilising the equipment. When it became
clear, that even the extra expenditure was not resulting in economic
utilisation of the shuttle cars and loaders, the Company decided to
withdraw them and also narrow down the size of the galleries, thus
reducing the use of timber|steel supports. This being the first
pyrite mine to be developed in the country, the company was ope-

rating for the flrst time in many areas.
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9. The Committee are not satisfied with the reply furnished by
the Government. It does not indicate the reasons as to why provi-
sion for these loaders and shuttle cars was at all made in the DPR
and why they were procured by the undertaking without the detail-
ed study of the geological conditions and the need for deployment
of such equipments. The Committee, therefore, reiterate their ear-
lier recommendation and still feel that the extra expenditure in-
curred on the procurement of equipment on timber and steel support
just to make use of equipment was infructuous.

Overall performance—paragraph 6.21 of 39th Report
Surplus Stores—Paragraph 10.11 of 39th Report

Recommendation (Serial No. 12 & 29)

10. The Committee regretted that in spite of the recommenda-
tions of the Technical Advisory Committee that the machinery
should be procured in phases, the Company procured in 1967-68 and
1968-69 all the key mining machinery of value of Rs. 237 lakhs for
production of 800 tonnes of pyrites ore per day, whereas it was de-
cided in December, 1989 to freeze the production of 400 tonnes per
day thus rendering equipment of the value of Rs. 168.89 lakhs sur-
plus. Out of these, machinery worth Rs. 71.81 lakhs had been dis-
posed of or transferred to other projects and machinery worth
Rs. 95.08 lakhs were still pending disposal. The Committee took a
serious view of the purchase of the key mining machinery in one lot
in spite of the recommendation of the Technical Advisory Commit-
tee and recommended that the matter should be further investigat-
ed and responsibility fixed on the erring officers and the Committee
informed of the action taken. The Committee also desired that the
Company should dispose of the surplus equipment in the best inter-
ests of the project. 4!

11. In their reply the Government stated that the Managing Dir-
ector, Pyrites, Phosphates and Chemicals Limited was asked on 15th
November, 1973 to investigate the circumstances leading to purchase
of the pyrites key mining equipment in one lot and also to fix res-
ponsibility for lapses and omissions involved.

It was also clarified that the net realisation on account of the
sales of the equipment so far had been more than the book value
and the total profit on this account was about Rs. 4 lakhs.

12. The Committee also noted that the Company was carrying a
large stock of slow moving and non-moving stores worth Rs. 12.83
lakhs even after disposal of stores amounting to Rs. 21.58 lakhs in
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1971-72. The Committee were also informed that surplus ores of
value of Rs. 13.95 lakhs as on 31st March, 1972 consisted spares for
shuttle cars and loaders (Rs. 8.95 lakhs) and steel and G.I. pipes
(Rs. 5 lakhs). The Committee desired that the Government should
investigate the circumstances under which the purchase of stores

especially spares and steel items had been made in excess of the
requirements.

13. In their reply the Government stated that an appropriate
quantum of spares, shuttle cars and loaders had been disposed of
along with the machineries. All possible efforts were being made

to dispose of the idle machinery lying with the Company along with
their spares.

14, The Government have also stated that the Managing Director
was asked to investigate the matter on 15th November, 1973. The

report of the investigation is expected to be submitted by February,
1974,

15. The Committee regret to note that though the 39th Report
of the Committee on Public Undertakings on PPCL was presented
to Lqk Sabha in April, 1973 the Managing Director was asked to in-
vestigate the matter on 15th November, 1973 i.e., after more than
six months and the report of investigation is yet to be received. The
Committee strongly urge that the Government should act quickly
in such matters to fix the responsibility and with a view to taking
corrective measures for the future.

16. The Committee note that equipment worth Rs. 95.08 lakhs is
still pending disposal. The Committee therefore, reiterate their re-
commendation that the Company should take steps to ensure that

the surplus equipment is disposed of early in the best interest of the
project. -

Outstanding due from FCI Sindri for ore supplied—Paragraphs 8.5
and 11.28 of 39th Report.

e

Recommendation (Serial Nos. 20 and 31*

17. The Committee desired that the Government should take a
serious note of the present situation that because the cost of produc-
ing pyrites ore was very high, the Fertilizer Corporation of India
was not prepared to pay that price. The Committee urged that the
Government should find a way out immediately to resolve this prob-
lem to the mutual benefit of Pyrites, Phosphates and Chemicals Ltd.,
and Fertilizer Corporation of India keeping in view the cost of the
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end product. In spite of recommendation of Sal. Price Committee
and the award of the Financial Adviser of the Ministry the sale price
was not accepted by the two public undertakings. The Committee
also understood that the matter was again referred to the Financial
Adviser for an early settlement.

18. In their reply Government stated that Shri S. K. Majumdar
had since submitted his revised report on pricing of pyrites supplied
by Pyrites, Phosphates and Chemicals Ltd., to Fertilizer Corporation
of India. The comments of Pyrites, Phosphates and Chemicals Ltd.,
on the supplementary report had been received but those of the
Fertilizer Corporation of India were awaited. A final decision in
the matter would be taken as soon as the views of Fertilizer Cor-
poration of India become available.

19. The Committee regret to note that the final decision with re-
gard to the fixing the sale price of ore has not yet been taken. They
therefore reiterate their recommendation ' that the Government
should expedite their decision in the matter to the mutual interest

of both, as it vitally affects the working results of both the under-
takings.

Deterioration of pyrites ore supplied to FCI Sindri—Paragraph 8.28
of 39th Report.

Recommendation (Serial No. 23)

20. The Committee regretted that during the transit of ore
from Amjhore to Sindri some of the wagons were even found mis-
sing. The Committee alsc regretted that there were large shortage
in the quantity of ore in transit. However, it was not possible to
lodge any claims with the Railways for shortages as there were no
facilities for weighing the Railway wagons either at Dehri-on-Sone
or at Sindri and the receipt of the material were being recorded
on the basis of R|R weights. The Committee were informed that
some steps had since been taken to avoid shortages both during
transit and at plant site. The Committee expressed the hope that
with the introduction of these measures losses due to shortages,
deterioration of ore and other causes would be eliminated.

21. The Government stated in their reply that a Committee
of the Board of Directors of FCI were considering the question
of settlement of pyrites found short or unfit and action would be
taken thereafter. In regard to pyrites lost during transit, the Fer-
tilizer Corporation of ‘India had already lodged claims with the
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Railways and they were being pursued. 1t was also stated that
the shortages in pyrites as between Dehri-on-Sone and Sindri
were due to the different methods in vogue for weighing the
material. For loading the wagcns at Dehri-on-Sone the R|R weight
was computed on the basis of the volumetric measurement where-
as at Sindri the weights were on the .basis of Weigh - Bridge
recording.

»

22. In regard to missing wagons, it was stated that claims were
lodged in time against the Railways by the Fertilizer Corporation
of India and were being pursued. In one case pertaining to July,
1968, the wagon had been transhipped and the material since receiv-
ed at site.

23. The Committee are surprised to find that material loaded in
one of the wagons in July, 1968 was received at site in 1973—after
the lapse of 5 years. During this long transit period, the pyrites
might in all probability have been rendered unfit for use. The
Committee desire that Government should investigate into the mat-
ter and fix responsibility for the inordinate delay and loss suffered
on this account.

.. 24. The Committee also regret that the claims lodged with the
railways in the three cases of missing wagons more than three years
back have not yet been seftled. The Committee would, therefore,
like the Government to take this matter seriously at the highest
level and ensure that these claims are settled without any further
delay.

Staff—Paragraphs 12.22, 12.23 and 12.24 of 38th Report
Recommendation (Serial No. 34)

25. The Committee felt that the actual staff on 31st March, 1972
was much in excess of requirements keeping in view the low pro-
duction. It was admitted by the representative of the Ministry
during evidence that there were 92 workmen ‘who are deemed to
be permanently surplus to requirements’. The Committee therefore
urged that the reasons for such over-staffing should be investigated
and it should be ensured that overstaffing is avoided in the interest
of efficiency and bringing down the cost of production. The Com-
mittee also suggested that there should be a cell in the company
to carry out a work study at periodical intervals and staff should
be deployed in various jobs taking into account the reports of such
work study. oo
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26. In their reply the Government stated that the over-staffing
at Amjhore was mainly attributable to low offtake of pyrite ore.
With the increase in production levels, some surplus staff would be
absorbed in the mine itself. Meanwhile, efforts were continuing
with the Ministry of Steel and Mines to get the surplus staff ab-
sorbed in the Public Undertakings under their control such as the
National Coal Development Corporation, Hindustan Steel Construc-
tion Limited, Bharat Coking Coal Ltd., etc. It was also stated
that the Company was holding discussion with consultants, such as
the Administrative Staff College, Hyderbad and M|s Ibcon Ltd,
Calcutta for carrying out certain studies relating to Organisation
and Managerial manpower planning. The Management of Pyrites,
Phosphates and Chemicals Ltd., was also considering creation of an
Industrial Engineering Cell in the Company to carry out, as sugges-
ted by the Committee, work study periodically so as to employ the
staff more usefully.

27. The Committee hope that as a result of these studies the Gov-
ernment would take concrete steps to fix suitable staff standards
and utilise the staff more usefully. The Committee also desire that
Government should see that staff reridered surplus are absorbed in
other public undertakings under their control.

Operational Efficiency—Paragraph 12.30 of 39th Report
Recommendation (Serial No. 35)

28. The Committee noted that actual production per man since
the commencement of production in the PPCL had been much
below than what was envisaged in the Detailed Project Report and
also lower than what was even envisaged in the revised Phase I
programme due to excessive staff including daily rated workers
and the decision to scale down the production to 1.2 lakhs tons in
Phase 1. The Committee were informed that no scientific study
was made while determining the production per man. The Com-
mittee, therefore, urged that effective steps should be taken to
improve the efficiency and increase productivity with a view to
ensuring an economic price for the ore and for the acid.

29, In their reply the Government stated that the low pro-
ductivity of workers was mainly attributable to the limited demand
of pyrites ore by the Acid Plant at Sindri because of which pro-
duction had to be restricted. As soon as the requirement of ore
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increased, all possible steps would be taken to increase the produc-
tivity. Meanwhile, the company had taken certain steps to improve
the efficiency of the workers. A proposal was under:consideration
of the Board of Directors to appcint a reputed consultant to con-
duct special studies and suggest introduction of suitable incentive

schemes to help further improve productivity.

30. The Committee urge Government to take an early decision
in the matter and to see that the study is completed expeditiously
so that the result of the study might be available for taking steps
to improve the efficiency, increase the productivity and ensure an
economic price for the ore and for the acid.



CHAPTER 11

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY
GOVERNMENT

Recommendation (Serial No. 1)

The Committee regret to note that the revised estimates of the
project for achieving the production of 800 tonnes per day approved
by the Board in January, 1968 exceeded the original estimates
sanctioned by the Government in January, 1965 by 66.7 per cent.
The Committee note that the excess was mianly either on account
of inadequate provision of plant and machinery and pre-stopping
development due to inclusion of items not provided for in original
estimates. The Committee also note that in April, 1968 the Com-
pany decided to restrict the development and production of pyrites
in two phases, Phase I from February, 1867 to mid-1971 for produc-
tion of 400 tonnes per day. The proje¢t has incurred on expendi-
ture of Rs. 606.72 lakhs uptc the end of March, 1972

The Committee are constrained to observe that the Project es-
timates were not carefully worked out taking into consideration all
the relevant items. The Committee were informed that these
ommissions occured in 1965 when there were no settled procedures.
Since then the Government had in 1969 prepared and circulated a
detailed note on it. The Committee hope that these instructions
would be kept in mind by the company while preparing the Revised
Estimates now stated to be on hand for production capacity of 800
tonnes per day.

(Paragraphs 2.17 and 2.18)

Reply of Government

The observations of the Committee have been noted and it will
be ensured that omissions of the type referred to do not recur.
Among other things the detailed procedural instructions for pre-
paration of feasibility study for public sector projects are strictly
adhered to while preparing the revised project report for production

9
3703 L.S—2.
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of 900|tonnes of pyrites are per day. The assessment of the pro-
fitability of the project has also been made in accordance with these
mnstructions. ety as
[EETEE R R I
[Ministry of Petroleum and Chemicals, . O.M No. 125(28)|72-
Ferts-IIT Dated 4-10-73]

Recommengation (Serigl, No..,4)

The Committee note that the Indian Bureau of Mines in their
original project of May, 1961 based on a démand of 4.8 lakh tonnes
preferred the ‘longwall’ method of ‘mining as the geological condi-
tions, output capacity, etc. were more favourable for adoption of
that method. Later, the Detailed Project Report of January, 1965,
recommended that that the initial method of mining should be the
‘bord and pillar’ method. When the Technical Advisory Committee
whicn consisted of ‘eminent mining engineers, examined the project
report in June, 1968 to January, 1989, that Technical Committee
recommended adoption cf the long wall methbd considering the
technical ‘aspects, experience in India, higher percentage of extrac-
tion etc. than under bord and pillar method. Later, the Manage-
ment again switched over to the ‘bord and pillar’ method consider-
ing the unhappy experience. of the longwall method in the' ccal
fields, lack of trained workers in the longwall method etc. The
Committee also note that on account of readoption of - longwall
system, prestopping development would be needed only for 13,560
metres against 17,140 metres envisaged in the Detailed Project
Repert. The Committee regret to note that though the meterage
got reduced, the reduction did not result in any savings.

The Committee were, however, informed that at present, the
Company has decided to keep the pattern of mining flexible and
adopt both the methods depending on roof conditions, spread of
ore and other factors. The Committee expect that before adopting
any particular method, the .compirry would carefully workout and
examine among others the comparative economics of both the
methods since there seemed to be advantages as well #s disadvant-
ages under both the systems. The Committee need hardly stress
that whatever be the method adopted for mining, the aim of the
company should be extraction of ore at most economic cost and its
sale to unother public sector undertakings at a competitive price.

(Paragraphs 2.36 and 2.37)
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Reply of Government”

The recommendation is accepted. Past experience has shown
that it would be best to have a flexible pattern of mining in such
cases. Accordingly, in the revised project report for production of
900 tonnes of cre per day, it is proposed to obtain about 26 per cent
of production from long wall panels, 64 per cent from bord and
pillar panels and 10 per cent from development faces. '

[Ministry of Petroleum and Chemicals, O.M No. 125(28)|72-
Ferts-III Dated 4-10-73]

P RTERTTY TS AN TR PR S IR WAL

Recm“nmleinld‘ation (Serial No. 6)

The Committee regret tc note that the exploration work for the
production of I million tonnes of pyrites ore per annum which was
taken up on the basis of assessment of demanrd from various cnn-
sumers had ultimately to be suspended in March, 1869, as the
reserve of pyrites cre in the working block and the two adjoining
blocks were considered to be adequate to sustain a production of
1400 tonnes per day for 7 years and there was not much demand
for pyrites. In the meantime, an expenditure of Rs. 18.80 lakhs
had been incurred on exploration werk. The Committee feel that
.had a firm demand for the supplies of ore been secured before com-
mencement of the exploration work, the large expenditure incur-
red on exploration werk could have been. avoided. The Committee
would only suggest that there should be greater co-ordination
between FCI andn PPC so that development of mine could be
metched with the demands of FCI.

(Paragraph 3.21)

Reply of Government

‘Government accept the récommendation in regard to greater co-
ordinat'on between FCI and PPC. The production/mine develop-
ment at Amjhore is being synchronised with the demand for the
ore at Sindri. Fertilizer. Corpcration of India have, in consultation
with Pyrites, Phosphates and Chemicals Limited, drawn up their
maximum and minimum requirements of pvrites ore year-wise upto
1977-78. Pyrites Phosphates and Chemicals Limited are presently
negotiating a commercial agreement wijth Fertilizer Corporation of
India in regard to the supply of ore. The agreement will, inter-
alia, cover schedule of despatch, quality of ore, mode of ipayment etc.

g - C e p—— -

*Not vetted "t;y Audit.
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1t is also our endeavour to promote maximum possible coordina-
tion between the two public sector organisations. Already, the
General Manager, Sindri is a member of the Board of Directors of
Pyrites, Phosphates and Chemicals Limited; one of the full time
Directors of Fertilizer Corporation of India also functions as the
part-time Chairman of Pyrites, Phosphates and Chemicals Ltd.

[Ministry of Petroleum and Chemicals, O.M No. 128(28) |72-
Ferts-III Dated 15-11-73]

Recommendation (Serial No, 17)

The Committee find that although according to the contract the
Sulphuric Acid Plant should have been commissioned in September,
1968, it was actually commissioned in July, 1969. Because of the
delay of ten months in the commissioning of the plant, additional
expenditure had to be incurred on staff salaries and other benefits
amounting to about Rs. 6 lakhs, besides the loss of production
during this period. The Committee were informed that the delay
was due to the late supply of boilers by another firm over which
the main contractor had no control.  Unfortunately, no penalty
could be recovered from the contractor because of a provision in
the contract which provided that the time specified in the contract
for the completion of the work was subject to the fulfilment of the
condition that the execution of the work by the contractor would
not be held up by any cause or delay beyond his reasonable control.

The Committee regret to note that because of this lacuna in the
contract, no penalty could be levied on the contractor. The Com-
mittee were assured by the representative of the Ministry during
evidence that now a days they were referring all contracts for the
advice of the Ministry of Law and these pitfalls were being avoided.

The Committee hope that such lacuna in contracts will not recur
in future.

(Paragraphs 7.56 and 7.57)

Reply of Government
The cbservations of the Committee have been noted for guidance.
[Ministry of Petroleum and Chemicals, O.M No. 125(28)|72-
Ferts-III Dated 15-11-73]
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Recommendation (Serial No. 25)

The Committee find that the exploratory work done at Saladipura
and the preliminary feasibility study carried out by M|s. R.T.Z.
Consultants Ltd. indicated that the Saladipura sulphide deposit was
a major source of indigenous sulphur and if the mines could be de-
veloped the acid available would be of the order of 3 lakh tonnes
in 1980 and 6 lakh tonnes in 1982. The Committee also note that
bulk samples of ores at Saladipura were of 23 per cent sulphur
grade but could be beneficiated to 40 per cent. The Committee were
also informed that the beneficiated ore and consequently the acid
would cost more. The Committee stress that Government should
undertake a thorough and critical techno-economic study of the
project so as to ensure that the shortcomings faced at Amjhore
" mines are not allowed to recur at Saladipura. The Committee feel
that the aim should be production of fertilizer at an economic price
so that these become available to the cultivator at a competitive
price.

(Paragraph 9.11)

Reply of Gevernment*

The recommendation is accepted. The techno-economic and
other aspects referred to by the Committee are already receiving
the close attention of Government and a final decision on the
development of the Saladipura deposits would be taken after a
careful assessment is made of all these aspects.

[Ministry of Petroleum and Chemicals, O.M No. 125(28)|72-
Ferts-III Dated 4-10-73]

Recommendation (Serial No. 27)

The Committee expect that the Company|Government would
make a cautious approach towards the exploitation of the mines at
Meldeota after assuring themselves of a regular off-take of rock

phosphate.
(Paragraph 8.20)

*According to Audit reply not susceptible of verification in Audit
(1973-74)
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Reply of Gevernment -

The recommendation is accepted, but it may be pointed out that
the tests on the rock phosphate mined at Maldeota have shown
that it is suitable for use as an ingredient in the PNK fettilizer
mixtures. On the basis of these tests Pyrites, Phosphates and
Chemicals Limited has secured orders for supply of about 1330
tonnes of rock phosphate per month to the various fertilizer units
in South India,

[Ministry of Petroleum and Chemicals, O.M No. 125(28) |72-
Ferts-1II Dated 4-10-73]

Bécommendation (Serial No, 28)

The Committee note that ane of the objectives of the Company
was raising, assembling and transporting of pyrites, phosphates and
associated ores in such areas in India and elsewhere for sale or use
and manufacture of sulphuric acid, phosphoric acid, phosphates and|
or other produgts requiring such ores. The Committee regret to
observe that PPCL has so far no perspective planning of taking
over other phosphoric and pyrites mines in India and bringing them
under their purview for development. - The Committee recommend
that the Government should examine the feasibility of drawing up
a perspective plan for the development of these ores deposits in the
country. (Paragraph 9.23).

Reply: of Government

The recommendation of the Committee has been noted for guid-
ance. The Pyrites, Phosphates and Chemicals :Limited has under
its consideration the taking up of the development and exploitation
of rock phosphate deposits in several other areas and some prelimi-
nary studies are in hand. The Company has been asked to finalise
its proposals in this ‘i'ega'rd expeditously; oo

[Ministry of Petroleum and Chemlcals OM. No. 125(28)/72-Ferts
11, Dated 22 10—1973]

]

' Recommendation (Serial No. 30)

The Committee regret to note that no effective steps have still
been taken for a proper and a scientific material management. The
company should streamline its purchase and procurement procedure

sa that purchases are not made.in excess of requirements and inven-
tory is not unduly loaded at any tjme., The Committee also recom-
mend that there should be a regular and periodic review of the in-
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ventory with a view to identifying surplus stores and taking action
for their disposal in time. (Paragraph 10.12)

"Reply of Government

The Company has since taken steps to streamline the purchase
and procurement procedure $0 as to avoid purchases in excess -f
requirements. The purchase of stores is assessed on the basis of the
stocks held.and the consumption during the previous years so that
accumulation of stocks does mnot take place. The recommendation
of the Committee that there should be a regular and periodic review
of the inventory with a view to identifying surplus stores and tak-
ing action for their disposal in time is accepted. The company is
deputing a senior official for advanced course in the Administrative
Staff College, Hyderabad in this connection. It is expected that this
training should stand him in good stead in effecting appropriate
improvements in the materials management of the Company.

[Ministry «of Petroleum ard Chemicals, O.M. No. 125(28)/
72-Ferts III, Dated 15-11-1973.]

IR 1 P R

Recommendation (Serial No. 40)

The Committee regret to note the several deficiencies i the cosl-
ing system followed by the Company. There is no system of making
analysig of idle time of labour and machinery. No analysis of ex-
penditure was also being made into direct and indirect cost etc. to
exercise proper control over expenditure. The Committee are sur-
prised as to how any.cost control was being exercised by the Man-
agement in the absence of such basic information. The Committee
would urge that steps should be taken b quggﬁnent to put the
costing system on a sbund basis to exercise more effective and close

control over expenditure. (Paragraph 13.37)

)

Reply of Government

o

‘The recommendations oif the Committee have been noted for
guidance. The company is already analysmg the expenditure into
direct and indirect as well'as #ixéd and variable costs. Detailed ana-
lysis of stores, cost for mining and maintenance is also being made
on'a monthly basis. Analysis of idle time of labour and mgchme*y
will be made when the production reaches the level of rated capacity
of the mines. Pyrites, Phosphates and Chemicals Limited further
propose to commission a reputed management consultant to make
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an in-depth study of their financial and costing systems and suggest
the needed improvements in the existing systems.

[Ministry of Petroleum and Chemicals, O.M. No. 125(28)/
72-Ferts III, Dated 8-11-1973.]

Recommendation (Serial No, 41)

)

The Committee regret to note that though it is now more than
4 years since internal audit was introduced, the Company has not
finalised in Internal Audit Manual nor defined the scope of work of
the Internal Audit. The Committee recommend that in order that
Internal Audit be really helpful to the Top Management, the Com-
pany should locate ‘Internal Audit’ as far as possible in Project site
or nearer to it. The Committee also recommend that Internal Audit
Cell should be activised so that all the aspects of working of the
Company may be brought under their purview for a thorough check.

(Paragraph 13.42)
Reply of Government

The Internal Audit Manual has since been prepared by the Com-
pany and is under consideration of its Board of Directors. It has
also been decided to shift the Internal Audit Cell to the Amjhore
Project site. Appropriate action is being taken to activise the In-
ternal Audit Cell as recommended by the Committee.

[Ministry of Petroleum and Chemicals, O.M. No. 125(28)/
72-Ferts III, Dated 8-11-1973.]

Recommendation (Serial No. 42)

The Committee note that necessary action has since been taken
to compile an Accounting Manual for the use of officers of the Com-
pany and the Committee hope that it would be ready as scheduled.

(Paragraph 13.46)
Reply of Government

Noted. Necessary steps are being taken to expedite the prepara-
tion of tlge Accounting Manual.

[Ministry of Petroleum and Chemicals, O.M. No. 125(28)/
72-Ferts 111 Dated 15-11-1973]
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Recommendation (Serial No. 43)

The Committee regret to note that the low production in the
Amjhore Mines not only resulted in non-utilisation of the imported
key-mining equipment but also in extra expenditure of Rs. 2.77 lakhs
(till November, 1970) on electricity charges on account of the actual
off-take energy being far below the contracted demand. The Com-
mittee desire that the Company should take immediate steps to work
out the minimum requirements of power on a realistic basis and
enter into an agreement with the Bihar State Electricity Board so
as to avoid payment of electricity charges in excess of actual con-
sumption. (Paragraph 13.55)

Reply of Government

The recommendation of the Committee has been noted. Assess-
ment of the minimum requirements of power is being made by the
Company, where-after, the Bihar State Electricity Board will, if
necessary, be approached for effecting suitable modifications in the
agreement.

[Ministry of Petroleum and Chemicals. O.M. No. 125(28)/
72-Ferts III, Dated 8-11-1973]



CHAPTER 1III

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES

Recommendation (Serial No. 5)

The Committee regret to note that there has been delay of about
two years in obtaining the key mining equipment required for the
mines at Amjhore. The delay has been attributed mainly to the
difficulty in getting the foreign exchange required for the import
of the machinery. To bridge the time lag due to delay in procuring
the machinery and to expédite the development of the mine, the
company resorted to measures which resulted in additional expen-
diture of Rs. 23.92 lakhs including purchase of additional machinery
of the value of Rs. 5.62 lakhs from the NCDC. However, these
machinery could be used only intermittently ‘due to frequent re-
pairs and ultimately 1aid off for want of fast moving spares and
sold back to the NCDC at a loss of Rs. 0.18 lakhs.

The Committee regret to note this lack of synchronisation of the
programme of mine development with the establishment of Sul-
phuric Acid Plant.

The Committee do not appreciate the undue haste in procuring
from NCDC machinery meant for coal mining without verifying the
suitability and the condition of such machinery even when there
was no provision for them in the project estimates.

The Committee are also distressed to note that the efforts and
extra expenditure incurred to speed up production did not serve
the purpose since the Acid Plan which was expected to be commis-
sioned in September, 1968, was actually put on trial runs in July,
1969 and even thereafter it was not working satisfactorily.

(Paragraphs 3.10—3.12)

Reply of Govémment

The observations of the Committee have been noted and care will
be exercised to obviate recurrence of such situations in future. It
is, however, reiterated that the delay in procurement of equipment
was primarily due to (i) reluctance of foreign suppliers, notably

18
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French and Swedish, to supply  the. equipments under Suppliers’
Credit arrangements with their respective countries; (ii) the diffi-
culty in release of free foreign exchange in view of the acute foreign
exchange situation then prevailing and the embarrassment which
such release would have caused to Government when it was not in
a position to release free foreign exchange for imports from coun-
tries for which necessary credit facilitics were not likely to be avail-
able, and (iif) the time taken in obtainirg DGTD clearance in the
context 'of raximum pmslb}e use of the existing fabrication facili-
t‘lés m “the' couhtry

In regard to para 3.11 the company was aware that the shuttle
zar and loaders purchased from NCDC were coal model. The com-
pany, however, expected that these could run in the mine with the
reduced capacity and the workers could be trained in the operation
and maintenance of these equipments. It is submitted that these
dlfﬁcultxes would not have been foreseen as the Amjhore Pyrite
Mmes ,were the ﬁrst of their kind to be operated in the country.

[Mlmstry of Petroleum and Chemicals, O.M. No. 125(28)/
72-Ferts 111, Dated 15-11-1973]

Recommendation (Serial No. 7)

v

- The Committee regret to note that the average actual production
during the last three years 1968-70 to 1971-72 has been even less than
one third of target with the result that the cost of production is ex-
pected to be Ks. 283.75 per M.T. as against the estimated rate of
Rs. 160:02 per M.T. The Committee were informed that the Simon
Carves Sulphuric Acid Plant was expected to achieve production at
400 tonnes a day by April, 1978 and the Bulgarian plant expected to
go-into production by middle of 1974, Therefore the Company would
be ‘increasing the production to 900 tonnes per day by the middle of
1974, which target i even more than the production capacity propos-
ed to be developed in the second phase.

The Committee regtet to note that developed capacity could not
be' exploited in full first due to lack of an assured demand and later
on account of defective Acid Plant at Sindri. The Committee were
informed that the production programme of pyrites ore is now to
be linked up with the progress of the construction and commission-
ing.of the Bulgarian Acid Plant. The result has been that the cost
of production is almaost double the estimated rate with consequential
adverse effect on the cost of acid and finally on the end product.
The Comrnittee take a serious view of this lack of proper planning
and would urge that the Government/FCI should ensure that both
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the Simon Carves and Bulgarian Acid Plants should keep up to their
schedule of going into production by April, 1873 and 1974 respective-
ly, so that the tempo of production could be increased and the cost
of pyrites ore brought down, (Paragraph Nos. 4.10 and 4.11)

Reply of Government*

The Simon Carves Plant could not be operated at full production
on both streams mainly due to fluctuations in the quality of pyrite
ore, limitation in the capacity of the crushing system and leakages in
the boiler. While these defects are being rectified, the plant is be-
ing run at lower capacity resulting in lower demand for pyrites.

The delays in the schedule of commissioning of the Bulgarian
Acid Plant have been due to:

(i) The Sindri Rationalisation Scheme, of which this plant is
a part was held up for sometime due to uncertain econo-
mics of producing pyrites ore of the required quality and

quantity;

(ii) Most of the equipments for the Bulgarian Sulphuric Acid
Plant including the crushing and grinding systems are in-
digenous and there has been considerable delay in their

delivery.

As per present indications, the Simon Carves Sulphuric Acid
Plant, after rectification of defects, is expected to achieve higher
levels of production by end of 1973 or beginning of 1974, and the
Bulgarian Sulphuric Acid Plant is expected to be commissioned by
the middle of 1874 if the schedule for delivery of equipment pre-
sently indicated by the suppliers is kept up. During evidence before
the Committee (reproduced at pages 28-30 of the report), this Min-
istry had stated that the Simon Carves Sulphuric Acid Plant was
expected to be ready towards the end of 1973 or early 1974 for full
operation on both streams, and not by April, 1973 as stated in para
4.10).

The production of pyrites at Amjhore is linked with the construc-
tion and commissioning of the Bulgarian Sulphuric Acid Plant and
tentative minimum and maximum requirements of pyrites, over

*No' vetted by Audit.
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the next five years have been worked out jointly by Pyrites, Phos-
phates and Chemicals Ltd. and Fertilizer Corporation of India as
indicated below:—

Maximum Maximum

(Tonnes) (Tonnes)
1973-74 55,000 61,000
1974-75 112,500 125,000
1975-76 144,000 160,000
1976-77 196,200 218,000
1977-78 243,000 270 000

A commercial agreement for supply/off-take of pyrites is pre-
sently under negotiation between the two companies.

Under the revised programme production at a level of 800 tonnes
per day is proposed to be achieved when demand for the ore reaches
270,000 tonnes by the year 1977-78.

[Ministry of Petroleum and Chemicals. O.M. No. 125(28)/
72-Ferts II1, Dated 15-11-1973]

Recommendation (Serial No. 9)

The Committee have also come across several cases of defective
or inadequate investigations by Indian Bureau of Mines which have
resulted in additional expenditure to the undertakings and also
affected the economics of their working. The Committee need
hardly stress that Government should issue strict instructions defin-
ing clearly the role of Indian Bureau of Mines now Geological Sur-
vey of India and stress that before entrusting works to Geological
Survey of India there should be definite stipulations between the
undertakings and Geological Survey of India. (Paragraph 4.25)

Reply, of Government

While the work relating to assessment of ground water resources
has been transferred to the Central Ground Water Board, the work
of detailed mineral explorations has been entrusted to another Pub-
lic Undertakings, namely, Mineral Exploration Corporation, set up
in October, 1872. The functioning of Geological Survey of India
is now confined mainly to basic geological mapping and proving of
reserves,
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The Mineral Exploration Corporation is functioning on commer-
¢ial lines as far as contractual jobs are.concerned. This isito be done
by signing contracts on mutually acceptable terms, for works that
may be assigned to the Mineral Exploration Corporation by under-
takings/parties and this would contain definite stipulation between
the undertakings and the Mineral Exploration Corporation.

[Ministry of Petroleum and Chemizals, O.M. No. 125(28)/72-Ferts
III, Dated 4-10-1973.]

Recommendation (Serial No. 10)

The Committee regret to note that the question of setting up a
broad-gauge railway line between the stock-pile base at the Amjhore
mines and the nearest rail-head at Dehri-on-Sone, a distance of 35
Km. only, has been engaging the attention of the Government since
1964 without any conclusive decision. Meanwhile the ore is being
transported from Amjhore to Dehri-on-Sone for onward transmis-
sion to Sindri by Road. The Committee understand that a cement
factory in the private sector located near Amjhore is prepared to
share the capital cost with the Pyrites, Phosphates and. Chemicals
Limited and the Railways towards the construction of a broad-gauge
railway line and that they are also prepared to give a guarantee for
railway line and that they are also prepared to give a guarantee for
a certain minimum traffic. Negotiations in this regard are said to
be in progress. The Committee wolild tirgé that the matter should
be finalised by Government expeditlously keeping in v1ew the eco-
nomics and the time taken in ‘the transportation of ore by the rail
and read. ' (Paragraph 5.7)

Reply of Government*

Although the construction of the proposed broad geuge railway
liné has been under the consideration of Government for quite some-
time, the matter could not make much progress mainly because firm
data regarding traffic availability for the proposed railway line were
not available. With the firming up of the mining programme at
Amihore to meet the requirements of the tayo sulphuric acid plants
at Sindri and more precise information becoming available about
the traffic which might be offered by other industrial units in' the
Debri-on-Sone Amjhore/Banjari region, the question of construc-
tion of a broad-gauge railway line has been reviewed. The matter
was recently examined at a meeting in the Ministry of Petroleum
and Chemicals which was attended by representatives of the Plan-
wine Commission, Ministry of Railwavs (Rallwav Board) Govern-

*No' \«t u' by Am‘l
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ment of Bihar and Pyrites, Phosphates and Chemicals Limited. The
position emerged during the discussions that in order to make the
proposed railway line economically viable, a traffic of at least 2
million tonnes per annum would be necessary. It is felt as things
stand, traffic from Amjhore mines together with the traffic from
from the adjoining industrial units may not come to this level at
least for some time. Hence further studies are being made to locate
additional traffic. Alternative mode of flnancing the construction
of the railway line is also being considered. The cement factory in
the private sector has expressed its inability to share the capital cost
of the proposed branch line with Pyrites, Phosphates and Chemicals
Limited. It may be some time before the matter is finally settled.

[Ministry of Petroleum and Chemicals, O.M. No. 125(28)/72-Ferts
III, Dated 4-10-1973.]

Recommendation (Serial No. 13)

The Committee find that apart from the consideration to locate
the Sulphuric Acid Plant near the point of consumption of the acid,
one other consideration weighed with Government for locating
the Sulphuric Acid Plant of Sindri instead of near the mine, was
that the cinder might be of use in the steel plant located in the vich-
nity of the Sulphuric Acid Plant. The Committee regret to note
that this did not materialise and the cinders were not used by the
Steel Plant and only stray attempts were made for their disposal,
otherwise they were being dumped by the Fertilizer Corporation
of India. The Committee are of the opinion that an analysis of the
cinders should have been made to find out whether it contained any
metal-value and whether there was an assured off-take of cinders by
Steel Plants.

As pointed out in the report of the Committee of Experts, the
disposal of cinders would pose a serious problem at Sindri, as it
would require land acquisition on a large scale and stabilisation of
fire material so that they do not get blown around by wind or pollute
the atmosphere in the Sindri colony and result in progressively
increasing lead in the disposal of cmders and consequent increase
in the cost of disposal.

The Committee also feel that the economics of locating the plant
near the consumption point should have been gone into more
thoroughly taking into account difficulties regarding disposal of
cinder, transport of ore/acid, etc. The Committee feel that in retros-
pect it would have been more advantageous to have located the
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acid plant near the mine site as part of the Company, as the difficul-
ties now being faced regarding shortage/deterioration of ore in

transit, low off take of Ore, etc. would have been avoided. (Paragraph
7.12),

Reply of Government*

.. The decision to locate the sulphuric acid plant at Sindri instead
of at Amjhore was taken on techno-economic considerations., The
study made had shown that the cost of acid produced at Amjhore
and brought to Sindri would be higher than that of acid produced
at Sindri from Amjhore Pyrites. The setting up of the plant at
Amjhore would have required an additional expenditure of about
Rs. 400/~ lakhs on infrastructure facilities; these were already avail-
able at Sindri. Another factor in favour of Sirdri was the non-

availability of requisite tank wagons for transporting the acid frowr
Amjhore to Sindri.

2. Utilisation of cinder is under investigation and Fertilizer Cor-
poration of India is pursuing the matter with various institutions
and firms. Presently cinder canndt be utilised by steel plants due
to low iron, high silica and high sulphur content contained therein.
Bokaro Steel are, however, making further investigations and are
setting up a pilot plant for conducting tests in this regard. Utilisa-
tion of cinder in place of sand for stowing purposes is also under
consideration of the Coal Board and the Bharat Coking Coal Com-
pany who have requisitioned 100 tonnes per day for trial purposes
for stowing of the mines replacing sand. There is sufficient low
lying area in the vicinity of the Sindri Factory which could Le uti-
lised to dispose of cinder during the next 15 years.

[Ministry of Petroleum and Chemicals, O.M. No. 125 (28) | 772-Ferts.
111, dated 4-10-73]

Recommendation (Serial No. 14)

The Committee desire that the problem of disposal of cinders
should be viewed with seriousness and efforts made to find an abid-
ing solution for their disposal so that they may not create pollution
problems which may prove to be health hazard. (Paragraph 7.13).

Reply of Government®*

As indicated in reply recommendation No. 13, effortg are already
under way with a view to finding a solution to the problems of dis-
posal of cinder and possible utilisation thereof in Steel and Coal
I'ndustries.

‘Not;lct ed by Audit
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Until .such time as an effective solution is found, the Fertilizer
f.‘.prp\oratxon of India are taking effective steps to dump the material
in specially demarcated low lying areas at Sindri with adequate

precautions so that it does not cause any health hazard or pollution
problem.

[Ministry of Petroleum and Chemicals O.M. No. 125(28) |
72-Ferts 11, Dated 15-11-1973)

Recommendation (Serial No, 16)

The Committee find that the original estimates of the sulphuric
reid plant sanctioned by Government in 1966 for Rs. 26158 lakhs,
were revised by the Board in 1968 and sanctioned by Government
in April 1969 for Rs. 450.50 lakhs. The actual expenditure incurred
upto 31st March, 1972, however, exceeded even the revised estimates
by Rs. 32.18 lakhs. The Committee regret to note that the original
estimates were not prepared carefully after taking into considera-
tion all the prlobable items of expenditure like custom duties, pro-
vision for spares, etc. As pointed out during evidence, according to
FCI, the original estimates were on the low side as the provision
for departmental works was inadequate and it did not include
provision for several items like pyrites storage building, grab crane,
pay-loader, water treatment plant, development expenditure, work-
ing capital etc. The Committee have repeatedly emphasised that
the estimates for any project should be prepared as realistically as
possible in the beginning and should be made available to Govern-
ment and Parliament before the project is sanctioned. It is highly
improper that the Government proceeded with the setting up of a
project of this dimension without a clear idea as to the ultimate
financial commitment thereon, It is unfair to the Parliament and to
the country to make them commit to a project op piece-meal basis
from year to year without giving a true and realistic picture of the
final cost of the project in the beginning, and presenting the final
expenditure on the Project as fait accompli,

The Committee have also been informeq by the representative
of the Ministry during evidence that the actual expenditure on the
project is likely to exceed the revised estimates by Rs. 54 lakhs
which is more than 10 per cent of the sanctioned estimates. The
Committee however, find that according to the instructions issued
by Government vide Ministry of Finance O.M. No. 9(T)-F|61. dated
the 22nd September, 1987 sanction of the Administrative Ministry
is called for where actual expenditure on any component of the
sanctioned estimates exceeds 10 per cent of the sanctioned amount
for the component.

3703 L.S.—3.



26

The Committee feel that as the actual expenditure under “Deve-
lopment Expenditure” had exceeded by more than 10 per cent even
upto 31-3-1970, the Management should have approached the Minis-
try for regularisation/sanction at that time, rotwithstanding the
fact that overall actual expenditure had not exceeded the overall
sanctioned estimates. The Committee also fee] that it is irregular
to incur large expenditure in excess of the sanefioned estimates
without prior approval of the prescribed authority. The Committee,
therefore, desire that the revised estimates of the project should
be finalised early and approval of the Government obtained therefor.

(Paragraphs 7.36 & 7.37).

Reply of Government

The observations of the Committee have been noted for guidance,

and every care would be exercised to avoid re.urrence of such
situation in future.

The Fertilizer Corporation of India have since submitted the
revised cost estimates of the Simon Carves Sulphuric Acid Plant;
these are under examination.

[Ministry of Petroleum and Chemicals O.M. No. 125(28)/72-Ferts.
IIT, dated 15-11-1973]

Further Information Called for by the Committee

Nothing hag been said in the reply about the finalisation/appro-
val of the revised cost estimates of the Simon Carves Sulphuric
Acig Plant. It is therefore requested that information in this regard
may please be furnished to this Secretariat immediately.

(L.S. Sectt. O.M. No. 15-PU/73, Dt. 24-12-1973)
Further Reply of Government*

The first revised project cost estimate of the sulphuric acig plant
was approved by the Government in April, 1969. These estimates
were based on the assumption that the plant woyld go into fpmmer-
cial production by April, 1969. However, the Commercial praduction
could commence only towards the end of September, 1871, neces-
sitating a further revision of the cost estimates, The further revised
cpst estimates were received in the Ministry towards the end of
October, 1973 and gre heimg examined.

(Ministry of Petroleum and Chemicals O.M. No. 125(38} /72-Ferts.
‘ I1L, dated 11-11974)

e e = = 8 it e e+ e e e

*Not vetted by Audit.
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Recommendation (Serial No. 19)

It is needless for the Committee to point out that unless the
cost of production of pyrites at Amjhore is brought down and the
pri-e at whick the pyrites would be supplied by PPCL te FCI settled
the economies of the Bulphuric Acid Plant at Sindri would continue
to be precarious, The Committee note that the cost of production
of Sulphuric Acid as estimated in Augnst, 1964 was Rs. 144.65 per
tonne, but the actual cost of production was as high as Rs. 427.17
per tonne from pyrites of 33+3 per cent S. grade ore and Rs. 380.15
per tonne from pyrites of 3343 per cent S. grade ore. The actual cost
was based on the assumption that in case (A) the cost of pyrites
will be Rs. 150/- per tonne ex-Dehri on Sone excluding royalty and
sales tax and in case (B) Rs. 200/- per tonne. Although the Mazum-
dar Award is there, the FCI has not accepteq the basis on which
PPCL is billing them. The Committee need hardly stress that Gov-
ernment should take decision as to which of the two grades of ore
they would like Amjhore Mine to provide depending on the extent
to which they are willing to bear the financial burden so that this
issue of fixing a sale price is settled without loes of any furtker
time. (Paragraph 17.73).

Reply of Government*

The Committee’s observations regarding the high cost of mroduc-
tion of sulphuri- acid resulting from high cost of production of
pyrites ore have been noted. Every possible effort is being made
to bring down the cost of production of pyrite ore.

Pyrites, Phosphates and Chemicals Limited have been generally
supplying pyrite ore of 3343 per cent ‘S’ grade except some small
quantity of different grades supplied earlier. The cost of production
of sulphuric acid worked out at Rs. 380.15 per tonne in Case (A)
is based an a sale price of Rs. 150/- per tonne of pyrites (ex-Dehri-
on Sone excluding royalty and sales tax) of 3343 per cent ‘8’ Grade
ore and in case (B), the cost of production of gulphuri~ acid at Rs.
427.17 per tonne is based on a sale price of Rs. 200 (- per tonne (ex-
Dehri on Sone excluding royalty and sales tax) of pyrite ore of the
same grade, i.e. 3343 per cent ‘S’ [The Comptroller and Auditor
General of India has pointed out that the actual cost of production
of sulphuri¢ acid during the period 1-10-1971 to 31-3-1972 was Rs.
376.69 per tonne ir Case (A) and Rs. 424.54 in case (B).]

A m fime of fncnur vcnlluthm the M\mstrv of Pﬂmium and Chemcals mve
stated that the Chief Cost Aanmmls Offieer of the Ministry of Fimance has since heen:
req"es'cd ‘o vndetake Fe cos s vdy of pyvritcs with a view to dctermimng a fair sening
price for the ore of the afcrcsaid grade. As soom as his Report is recoived,
in the matter would be taken.
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As rcgards the issue of fixing the sale price for the pyrite ore
supplied by Pyrites Phosphates and Chemicals Limited attention is
invited to reply to Recommendation No. 31.

[Ministry of Petroleum and Chemicals O.M. No. 125(28)/72-Ferts.
III, dated 22-10-1973)]

Recommendation (Serial No, 22)

The Committee find that as the issue price of pyrites ore has not
yet been settled, the question as to who should bear the loss, the
PPCL or the FCI is still under dispute. It is strange that while there
has been a loss of Rs. 5.73 lakhs to the national ex-chequer, neither
of the two companies is prepared to accept it and it has not been
shown in the accounts of either of them. The Committee desire that
this matter should be settled expeditiously. (Paragraph 8.14).

Reply of Government

The Pyrites, Phosphates and Chemicals Limited have stated that
the value of the deteriorated ore rejected at Dehri-on-Sone is inclu-

ded in the expenditure incurred by the Company during the year
1069-70.

[Ministry of Petroleum and Chemicals O.M. No. 125(28)/72-Ferts.
111, dated 15-11-1973]

Recommendation (Serial No. 26)

The committee would like to poirt out that the pyrites by its
very nature is not suitable for haulage over a long distance. During
transportation its quality gets deteriorated, The experience of
Amjhore pyrites being transported to Sindri has not been very
happy. It is, therefore, advisable to locate a fertilizer complex,
including sulphuric acid plant close to the mine site. The Commit-
tee hope that this aspect be kept in view when the Saladipura pyrites
deposits are developed. (Paragraph 9.12).

Reply of Government

Government have noted the suggestion of the Committee. It
may, however, be pointed out that subsequent to the setting up of
Simon Carveg Plant, another sulphuric acid plant (Bulgarian Plant)
based on Amjhore pyrites is being set up at Sindri as a part of the
Sindri Rationalisation Scheme. On a request from Government of
Bihar for shifting the Bulgarian Plant to Amjhore, the matter was
examined in depth but it was found that both from the angle of
economics and operation, it would be of definite advantage to have
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this plant at Sindri as it formed an integral part of the Sindri Ra-
tionalisation Scheme for production of Sulphuric acid, Phosphoric
acid and Triple Superphosphate. The by-product gypsum would
also be utilized at Sindri for the production of ammonium sulphate.
In the case of the sulphuric acid plant based on Saladipura pyrites,
the development is proposed as an integral part of the proposed
fertilizer complex in Rajasthan based on pyrites and rock phosphate
deposits. The location of this complex would be determined keeping
in view all the relevant technical and economic considerations, and
in the light of the observations of the Committee,

[Ministry of Petroleum and Chemicals O.M. No. 125(28)/72-Ferts.
III, dated 8-11-1973]

Recommendation (Serial No. 32)

The Committee are surprised to find that in spite of the fact that
a Director of the Fertilizer Corporation of India is the Chairman of
the Pyrites, Phosphates and Chemicalg Limited, there is lack of
coordination between the two Public Undertakings and many points
of dispute exist between them vitally affecting the working of the
Pyrites, Phosphates and Chemicals Limited, It only goes to prove
the apprehension of the Committee that a partdime Chairman is
not of much functional value. The Committee would urge that the
Government should review the position and combine the post of
Chairman and Managing Director in Pyrites, Phosphates and Che-
micals Limited. This would also be in consonance with the recom-
mendations of the Administrative Reforms Commission which had
been accepted by the Government. (Paragraph 12.5).

Reply of Government

The recommendation of the Committee has been noted. While
the need to have a whole time Chairman and Managing Director
would be reviewed at an appropriate time with regard to the
work load and other relevant factors including the development of
the Saladipura Pyrites Deposits, ‘it ig' considered that in view of the
present close linkage between Fertilizer Corporation of India and
Pyrites, Phosphates and Chemicalg Limiteq it would for the present
be in the best interests of Pyrites, Phosphates and Chemicals Limi-
ted to have a Director of the Fertilizer C’orporatlon of India as its
Chairman. |

[Ministry of Petroleum and Chemicals, O.M. No. 125(28)/72-Ferts.
111, dated 4-10-1873]
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Becommendation (Serial No. 33)

The Committee note that at present the Chief Mining Enginger
Amjhore Mines is also performing the duties of the Managing Direc-
tor, Needless to say that in an organisation like the Pyrites, Phos-
phates and Chemicals Limited which has its projects spread over
in three different States, the Managing Director has to perform
onerous duties and it is too much to expect the Chief Mining Engi-
neer to do justice to his duties both as the Chief Mining Engineer
and the Managing Director. It is unfortunate, the Government have
not filled up the post of the Managing Director on a regular basis
for over ene year. The Committee hope that the Government would
seon appoiat a person to perform cxclusively the duties of the Chair-
man-cum-Managing Director, so that undivided attention may be
given for the improvement of the Undertaking. (Paragraph 12.6).

Reply of Gevernment

~ The post of Managing Dire tor has beemn filled on regular basis
with effect from the 23rd January, 1973.

2. With regard to the appointment of Chairman-cum-Managing
Director, attention of the Committee is invited to the reply to Re-
commendation No. 32.

[Mindstty of Petrolewm and Chemicals, O.M. No. 125(28)/72-Ferts.
1, dated 4-10-1973)

Recommendation (Serial No. 36)

The Committee feel that lack of adequate housing facilities and
suitable means of transport for the workers to enable them to reach
the mine adits had to Some extent affected the efficiency in the
working of the mines. The Committee would, therefore, like Gov-
ernment/Undertaleing to give a serious thought to this problem and
talte concrete measures to provide the mecessary housing and trans-
pore facilithes to the workers (Paragraph 12.32).

Regly of Goverameut

Pyrites, Phosphates. and Chemicals Limited already have a plan
to conatrmct 180 numhers of miner’s quarters during the current
year but ite implementation has. been held up because the land re-
quired for the purpose has not yet been handed over to the Cflm-
pany. Compensation for the said land has already been deposited
with the. Stete Goverpment. Pyrites, Phosphates and Chemicals
Limited have a further programme of constructing a large number
of miners’ quarters when the revised programme for production of
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900 tonnes per day of ore is taken up for implementation.® Similarly,
transport facilities are also proposed to be provided to the daily
rated workers to enable them to reach the mine adits when the
expansion programme of the mines is implemented. Necessary
provision, in this regard, has been made in the cost estimates of
the revised project.

{Munistry of Petroleum and Chemicals O.M. No. 125(28) |72-Ferts 111

dateq 8-11-73]
Recommendation (Serial No. 37)

The Committee are concerned to note that the Amjhore mines
have not been able to produce the requisite type of pyrites ore (40
per cent S. Grade quality), on which the Sulphuric Acid Plant of
Sipdri was based. The cost of conversion of the 33+3 per cent ore
by beneficiation for supply to the Sindri Plant is also prohititive.
As a result, the entire project of mining of pyrites and then produe-
g sulphuric acid out of it, has run into difficulties. The choice is
either to use lean pyrite with elemental sulphur or to beneficiate
pyvites. The cost of production of pyrites ore at Amjhore mines has
also been very high. Even assuming that the plant is able to pro-
duce ore of 3343 per cent S grade ore at this co't and the roasters/
plants are suitably modified to use 30—38 per cent S. Grade for pro-
ducing acid to full capacity the cost of production of sulphuric acid
would come to Rs, 283 per tonne as against the ¢ost of Rs. 196 per
tonne with elemental sulphur and Rs. 253 per tonne with m’xing
suiphur and pyrites. However, hefore deciding on any of the alter-
natives, the production capacity of the Amjhore mines and the ex-

tent of foreign exchange required for imnort of sulphur will have to
be taken into consideration.

For the manufacture of fertilizer, the pyrites based plants have
to incur additional expense on account of increased capital cost and
operating cost compared to sulphur baséd plants and unless raw
materials were available to the plant at reasonable prices, it would
not be possible for the plant to compete in fertilizer market with
other plants based on imported raw materials.

The Committee were informed that until the Simon Carves Plant
and the Bulgarian Plant go into production to achieve 1200 tonnes
of acid per day, the cost of ore/acid cannot he lower. The Coftithit-
tee. therefore. recommend that Government should ensure that two
acid plants are fully commissioned according to revised schedule
so that the off-take from the Amjhore Mine may improve and the
cost of production reduced.

(Paragraph 13.20 to 13.22).

*Not vetted by Audit.
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*Reply of Government

Pyrites, Phosphates and Chemicals Limited are in a pesition to
supply 3343 per cent S grade ore for the Cimon Carves Sulphuric
Acid Plant. Efforts are continuing to improve the grade further.
For running the plant on pyrites mixed with sulphur, the foreign ex-
change expenditure would come to about Rs. 79 lakhs (for acid
production of 200,000 tonnes/annum and at sulphur price of Rs. 275
per tonne CIF) while an expenditure of Rs. 282 lakhs in foreign ex-
change would be required i the plant is"to run on sulphur alone.
It will, therefore, be advantageous to run the plant on pyrites mixed
with sulphur although it is true that a plant run on pyrites mixed
with sulphur will increase the cost of production of the acid. How-
ever, it is submitted that the performance of a plant of this type
based on an indigenous raw material like pyrites would have to be
comsidered in the context of the wider benefits accruing from im-
port substitution rather than in strictly economic terms vis-a-vis a
sulphur based plant for acid production.

The position regarding the commissioning of the two sulphuric
acid plants is stated in reply to recommendation No, 7.

[Min. of Petroleum and Chemicals O.M. No. 125(28)/72-Ferts.
III dated 15-11-19731.

Recommendation (Serial No. 38)

The Committee also recommend that the economics of the alterna-
tives for use of the Amjhore ore should be critically examined and
final decision arrived at. Government should also take steps to fix
the cost of pyrites ore to the mutual benefit of PPCL and FCI.

, (Paragraph 13.23).

Replv of Government

The economics of alternatives for use of Amjhore pyrites has al-
ready been indicated in the reply to recommendation No. 37. It
may be added that the use of indigenous pyrites as a measure of par-
tial import substitution. and wider considerations such as the cost
benefit of replacing the imported raw material, providing employ-
ment opportunities to the local population, revenue to the State Gov-
ernments and the general development of industrially backward area
have also to be taken into account.

In view of all this, dependence on indigenous pyrites, though a
little costlier, would be preferable to dependence on comparatively

. *According to Audit reply mot susceptible of verification in Audit.
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cheaper, but imported sulphur. There is no guarantee that sulphur
price will remain pegged down at the existing level; in fact sulphur
prices have already registered an increase in the recent past. In
addition, there is always an element of uncertainty in regard to the
assured supply of imported raw materials X

As regards fixation of cost of pyrites ore, attention is invited to
GGovernment’s reply to Recommendation No. 31,

[Min. of Petroleum and Chemicals O.M. No. 125(28) /72-Ferts.
III dated 15-11-1973|.

Recommendation (Serial No. 39)

The Committee are distressed to note that the Company had suf-
fered a loss of Rs. 126.26 lakhs upto 31st March, 1972 which comes
to more than 20 per cent of the paid up capital. The loss would be
still more if the losses on account of shortages and deterioration of
pyrites or the loss, if any, which may arise on account of final sale
price of the ore, are taken into consideration. There was also an
expenditure of Rs. 6.39 lakhs incurred on the proposed elemental
sulphur plant which was to be ultimately written off and thereby
increase further the loss of the company. The Committee would
urge that immediate steps should be -taken by the. Management/
Government to accelerate the production in the two ‘8ulphuric Acid
Plants, as scheduled in April, 1973 and 1974 respectively, so that
the rate of production at the Amjhore mines could be increased
so as to check the mounting losses of the company and to ensure that
it remains available economic entity rather than becoming a burden
on the national exchequer.

(Paragraph 13.33).
Reply .of Government*

As stated in the reply to recommendation No. 7, the Simon Carves
Sulphuric Acid Plant, after rectification of defects, is expected to
achieve higher levels of production by end of 1873 or beginning of
1974. and the Bulgarian Sulphuric Acid plant is expected to be com-
missioned by the middle of 1974 if the schedule of delivery of equip-
ments presently indicated by the suppliers is maintained.

[Min. of Petroleum and Chemicals O.M. No. 125(28)72-Ferts.
I dated 16-11-1973].

*Not vetted by Audit.



CNAPTER IV

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE
COMMITTEE

Recommenduation (Serisl No. 2)

The Committee are surprise to find that even after the lapse of
four vears, the revised estimates approved by the Board in January,
1968 have not been sanctioned by the Government due to non-
finalisation of the wnit cost of mining pyrites ore and the decision
to construct the Budgarian Acid Plent and thereby enlarge the
scope of the project. The committee were irformed that a fresh
revised estimate is being prepared under the enlarged scop and
that Government would take a decision about the revised estimates
and sale price of pyrites thereafter. The Committee take a serious
view that the Company was allowed to continue to incur expendi-
ture on the project without any sanction of the revised estirhates by
Government and even before determining the econofitics of the pro-
ject. The Committee would strongly urge that Government should
carefully examine the economics of the revised project from all as-
pects and take steps to sanction the revised estimates without any
further delay.

(Paragraph 2.19).

Reply of Government

The revised project cost estimates for a production of 900 tonnes
of pyrites per day have been recetved by the Government and are
being examind carfully keeping in viw the observations mad by
the Committee. Cost estimates of the project are expected to be
approved early.

[Min. of Petroleum and Chemnicals O.M. No. 125(28)/72-Ferts.
I dated 15-11-1978).

Further Information Called for by the Committee

The revised estimates originally approved by the Board in Jan-
uary, 1968 were being revised again enlarging the scope. There is

4
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no indication in the Government's reply as to when the revised esti-
mates were actually received by them and how soon they expect to
sanction the same,

Please furnish detailed information in these regards and also the
Jutcome of the study of the economics of the project.

[Lok Sabha Sectt. O.M. No. 15-PU/73 dated 13-12-1973).

Further Reply of Government*

The Revised Project Report for the production of 900 tonnes of
oyrites ore per day, as approved by the Board of Direetors of Pyrites,
Phosphates and Chemicals Limited, was received on 18th April, 1873.
It has been under discussion in the context of the difficulties that
arose as a result of the reduced off-take of ore by the Sindri Sulphu-
ric Acid Plant. This, in turn stood in the way of optimum utilisa-
tion of the facilities already developed at Amjhore. There is also
the connected question of synchronising development of the mine
facilities with the plans for stepping up sulphuric acid productfon at
Sindhri. In the light of these discussioms etc. the scheme is heing
suitably rephased and the matter will be placed before the Public
Investment Boarl for investment decision as soon as pdssible.

[Ministry of Petroleum and Chemicals, O.M. No. 125/28/72-Fert. 111,
dated 22-12-1973.]

Comunents of the Committee
Please see Chapter I of the Report.

Recommendation (Serial No. 3)

The Committee would also like in this connection to draw the
attention of Government to paras 1.7 and 1.9 of the Fiftieth Report
of the Public Accounts Committee (Fourth Lok Sabha) on New Ser-
vices and New Instrument of Service and stress that effective action
should be taken by the Government to implement the recommenda-
tions and take prior approval of Parliament in case of substantial
revision. Th Committee also expect that while examining the ques-
tion of according approval to revised estimates Government would
seriously consider its effects on the economics of the Project. The

*Not vetteq by Audit.
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Committee feel that where the economics of the project are adverse-
ly affected as a result of revised estimates of expenditure, the matter

should be specifically brought to the notice of Parliament without
avoidable delay.

(Paragraph 2.20)
Reply of Government
The matter is under consideration.

[Ministry of Petroleum and Chemicals, O.M. No. 125/28/72-Fert. 111,
dated 15-11-1973.]

Further Information callled for by the Committee

The revised estimates originally approved by the Board in Janu-
ary, 1968 were being revised again enlarging the scope. There is no
indication in the Government’s reply as to when the revised esti-

mates were actually received by them and how soon they expect to
sanction the same.

Please furnish detailed information in these regards and also the
outcome of the study of the economics of the project.

[lok Sabha Sectt. O.M. No. 15-PU/73 dated 13-12-1973.]
Further Reply of Government*

The Revised Project Report for the production of 900 tonnes of
pyrites ore per day, as approved by the Board of Directors of Pyrites,
Phosphates and Chemicals Limited, was received on 18th April, 1973.
It has been under discussion in the context of the difficulties that
arose as a result of the reduced off-take of ore by the Sindri Sulphu~
ric Acid Plant. This, in turn stood in the way of optimum utilisa-
tion of the facilities already developed at Amjhore. There is also
the connected question of synchronising development of the mine
facilities with the plans for stepping up sulphuric acid production at
Sindri. In the light of these discussions etc. the scheme is being
suitably rephased and the matter will be placed before the Public
Investment Board for investment decision as soon as possible.

int f Petroleum and Chemicals, O.M. No. 125/28/72-Fert. III,
(iinistry o dated 22-12-1973.]

Comments of the Committee
Please see Chapter I of the Report.

*Not vetteq by Audit.
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Recommendation (Serial No. 11)

The Committee noted that the detiled project report prepared
by the Company in July, 1964 and sanctioned by Government in
January, 1965 recommended inter alia the procurement of gathering
arm loaders and of shuttle cars without mentioning any detailed
justification therefor, although the Indian Bureau of Mines did not
recommend the use of these equipments in the project repcrts pre-
pared by them in May, 1961 and December, 1963. The Technical
Advisory Committee, who examined the DPR recommended that
equipment for the project should be procured in a phased pro-
gramme. In spite of this advice, the Company placed orders for the
equipment valued at Rs. 96.18 lakhs in January, 1966 and equipment
was received during June, 1967 and November, 1967 and thereafter
installed them in the first quarter of 1968. The Committee were
informed that because of delay in placing the order and ncertainty
in release of foreign exchange the orders had to be placed in one lot.
The Committee regret to note that there was gross under-utilisation
of these loaders and the shuttle cars (as mentioned in para 6.4) and
that their performance was very poor as compared with the stan-
dards fixed in the Detailed Project Report. Later on, as the work
progressed, it was realised that under the geological conditions pre-
vailing in the mine, loaders and shuttle cars were not suitable.
The Committee are therefore, constrained to observe that necessity
to acquire those equipment should have been carefullv gone into
initially, after a detailed study of the geological conditions. The
Committee were informed that the provision for the procurement
of the equipment was made in the Detailed Project Report by the
Company to accelerate the pace of development of the mine and
to synchronise it with the date of commissioning of the Sulphuric
acid plant at Sindri in September, 1968. The Commitiee regret to
find that the objective with which the Company had gone in for the
equipment had not been achieved. The Committee feel that the
need for deployment of equipment should have been closely exa-
mined after taking into account all the relevant factors and the pur-
chase if at all should have been made in a phased manner as recom-
mended by Technical Advisory Committee after gaining experience
instead of enquiring the equipment in one lot.

The Committee also regret to note that in order to make use of
the loaders and shuttle cars, which were found unsuitable under
the geological conditions prevailing in the mines. the Company had
to develop galleries wider than actually necessary and this involved
an extra expenditure on timber/steel support which could have been
otherwise avoided. :

(Paragraph 6.!5 and 6.16)
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Reply of Government

The deployment of shuttle ears and loaders was made as per the
Detailed Project Report which was examined in detail by the Tech-
nical Advisory Committee eensisting of emimemt minimg experts.
The Committee’s recommendation for effecting purchases of equip-
ments on a phased basis could not be acted upon in view of the
constraint on our foreign exchange resources. The time schedule
for the completion of the mining project had also to be ecompressed

so as to match the pyrites requirement of the sulphurie acid plant
at Sindri.

As regards 6.16 it is submitted that peor roof conditicns were
noticed while using the shuttle cars and loaders and the galleries
had to be supported by timber/steel supperts. The exira expendi-
ture on the supports was necessarv to ensure safetv and utilisation
of the eaquipment already purchased. When it became clear, how-
ever, that even the extra expenditure was not resulting in economie
utilisation of the shuttle cars and loaders, the company decided to
withdraw them and also narrow down the size of the gaMeries, thus
reducing use of timber/steel supports. This being the first pyrite
mine to be developed in the country, the company was operating for
the first time in many areas.

[Miristry of Petroleum and Chemicals, O.M. No. 125(28)/72-Ferts.
111, dated 15-11-1973]

Comments of the Cemmittee
Please¢ see Chapter I of the Report.
Recommendation (Serial No. 12)

The Committee regret to note that in spite of the r2ccmimenda-
tions of the Technical Advisory Committee that the machinery
should he procured in phases, the Company procured in 1967-68 and
1988-69 all the key miring machinery of value of Rs. 237 lakhs tor
production of 800 tonnes of pyrites ore per day, whereas it was
decided in December, 1969 to freeze the production at 400 tonnes
per day thus rendering equipment of the value of Rs. 1G6.89 lakhs
surplus. Out of these, machinery worth Rs. 71.81 lakhs had been
disnosed of ar transferred to other praojects and machinery worth
Rs. 95.08 lakhs were still pending disposal. The Committee weuid
like to be informed whether the transfersed equipme=ts have been
put to full productive use. The Committee take a serious view Gi
the purchase of the key mining machinery in one lot in disregard
ot the recommendation of the Technical Advisory Committee and
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without a careful assessment of the demand and a irm commitment
for the pyrites. The Cammittee recommend that the matter should
be further investigated and responsibility fixed on the ecring ofi-
cers and the Committee informed of the action taken. The Commit-
ter also desired that the Company should take steps to assess their
requiremeats of plant and machinery keeping in view their produc-
tion programme in the near future and to dispose of surplus equip-
ment 1n the best interest of the project.

(Paragraph 6.21)
Reply of Goverpment

The reasons and the necessity for purchasing the equipment in
one lot rather than in a phased manner, as recommended by the
Technical Advisory Committee, have been explained in reply to
recommendation No. 11. The Managing Director, Pyriies, Phes-
phates and Chemicals Limited has been asked to further investi-
gate. with a view to fixing responsibility, the circumstances in which
the key mining machinery was purchased in one lot.

2. Pyrites, Phosphates and Chemicals Limited havc since sold
equipments worth Rs. 61 lakhs alongwith their spares to M/s. Hin-
dustan Copper Limited and M/s. National Coal Development Cor-
poration. Some surplus equipment has also been transferred to the
Saladipura project of the company and is being used there. A list
of the remaining surplus equipment has been drawn and the Com-
panv is making all possible efforts for sale thereof.

[Mi~istry of Petrolewm amd Chemicals O.M. No. 125(28)/72-Ferts.
11T, dated 15-11-1973.]

Further Information called for by the Cammittee

The Ministry have. informed that the Managing Director has
been asked to, investigate the circumstances in which key mining
machivery were purchased and in one lot, with a view to fixing the
responsibility.

Please intimate the date on which the Managing Director was
asked to investigate the matter and reasops for delay in taking
action.

Tt may also be pointed out that Rs. 71.81 lakhs worth of machin-
ery had been stated to have been disposed of or transferred to other
projects and machinery worth Rs. 95.08 lakhs were still pending
disposal. In their reply the Ministry have informed that Rs. 61



40

lakhs worth of equipment along with the spare have been sold to
Hindustan Copper Ltd. and M/s. NCDC and some surplus equipment
have been transferred to Saladipura.

Please clarify whether these are out of the Rs. 95.08 lakhs worth
of equipments which were pending disposal. Also indicate (i) the
loss incurred in the sale of these equipments; and (ii) the value of
surplus equipment transferred to Saladipura.

[Lok Sabha Sectt. O.M. No. 15-PU/73, dated 13-12-1973.]

Further Reply of Government*

The Managing Director, Pyrites, Phosphates and Chemicals
Limited was asked on 15-11-1973 to investigate the circumstances
leading to purchase of the pyrites key mining equipment in one lot

with a view and also to fix responsibility for lapses and omissions
involved.

As regards the equipment worth Rs. 61 lakhs desposed of it is
clarified that this is included in the figure of Rs. 71.81 lakhs. The
Pyrites, Phosphates and Chemicals Limited has reported that the
net realisation on account of the sales by these equipment has been
more than the book value and the total profit on this account is

about Rs. 4 lakhs. The value of equipment transferred to Saladipura
upto 31-3-1973 was Rs. 10.80 lakhs,

[Ministry of P & C O.M. No. 125|28/72-Fert. III dt. 22-12-1973]
Comments of the Committee
Please see Chapter I of the Report.

Recommendation (Serial No, 20)

The Committee find that although the Sulphuric Acid Plant was
transferred defacto to the Fertilizer Corporation of India from 1st
April, 1968, the dejure transfer has not yet been effected in spite
of the fact that both the undertakings are under the administrative
control of the same Ministry. The consequence of the non-accept-
ance of the Sulphuric Acid Plant by the Fertilizer Corporation of
India de-jure is that the operating results of the Sulphuric Acid
Plant are neither reflected in the accounts of Fertilizer Corporation
of India nor that of the Pyrites, Phosphates and Chemicals Limited.
The main reason for this delay seems to be the unwillingness of
the Fertilizer Corporation of India to take over the plant because

*Not vetted by Audit.
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mf_the high cost of pyrites due to-which the working of the sulphuric
acid plant would be uneconomical resulting in loss to Fertilizer
Corporation of India. The Committee were informed that the Gov-
ernment hope to take a decision in the matter after the receipt of
the revised project report from the Pyrites, Phosphates and Chemi-
cals Limited for the production of 900 tonnes of pyrites per day.
‘The Committee desire that the Government should take a serious
note of the present situation that because the cost of producing
‘pyrites ore is very high, the Fertiliser Corporation of India is not
prepared to pay that price. The Committee strongly urge that
Govt. should find a way out immediately to resolve this problem to
the mutual benefit of Pyrites, Phosphates and Chemicalg Limited
and Fertilizer Corporation of India keeping in view the cost of the
end product. The Committee recommend that the de-jure transfer
should also be effected soon to avoid legal and procedural difficul-
ties in the present situation where the plant belong de-facto to
Fertilizer Corporation of India and de-jure to Pyrites, Phosphates
.and Chemicals Limited. (Paragraph No. 8.5).

Reply of Government

In regord to the price to be paid by Fertilizer Corporation of
Indian for the pyrites ore supplied by Pyrites, Phosphates and
Chemicals Ltd., attention is invited to the reply of Government
to Recommendation No. 31. As regards .de-jure transfer of the
Sulphuric Acid Plant, the necesary orders have issued effecting the
de-jure transfer of the Plant to the Fertilizer Corporation of India
with effect from 1st April, 1973.

IMinistry of Petroleum & Chemicals O.M. No. 125 (28)|72 Ferts.
IIT dt. 4-10-1973)].

Comments of the Committee

Please see Chapter I of the Report.
Recommendation (Serial No. 23)

The Committee regret to note that upto 31st March, 1970, 6,791
tonnes of pyrites were found short on physical verification and
8,517 tonnes were considered unfit for use due to long storages,
resulting in a loss of Rs. 34,28,992 which is unfortunately neither
reflected in the account of the Pyrites, Phosphates and Chemicals
Limited nor of the Fertilizer Corporation of India Limited. During
1971-72 also a shortage of 1964 tonnes was noticed at the time of
physical verification of stock. The Committee also regret to find
that during the transit of ore from Amjhore to Sindri some of the

3703 LS4.
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wagons were even found missing. The Committee would like to
be informed whether compensation has been obtafned from the
Railways for the loss of pyrites transported in wagons which were-
reported to be missing. The Committee also regret to note that
there were large shortages in transit in the quantity of ore in transit.
However, it was not possible to lodge any claims with the Railways
for shortages as there were no facilities for weighing the railway
wagons either at Dehri-on-Sone or at Sindri and the receipts of the-
material were being recorded on the basis of R.D.R. weights. The
Committee have been informed that some steps have since been
taken to avoid shortages both during transit and at the Plant site.
The Committee hope that with the measures now introduced, the
Company would ensure that loss due to shortages, deterioration of
ore and other causes will be eliminated. (Para 8.28).

Reply of Government*

The Committee of the Board of Directors of the Fertilizer Cor-
poration of India are considering, among others, the question as to
how the pyrites found short or unfit should be settled. On receipt
of the recommendation of the Committee further necessary action
will be taken. In regard to tHe pyrites lost during transit, the
Fertilizer Corporation of India have lodged claims with the Rail-
ways and these are being pursued.

The shortages in pyrites as between Dehri-on-Sone and Sindri,
was due to the different methods in vogue for weighing the mate-
rial. For loading the wagons at Dehri-on-Sone the R.R. weight is
computed on the basis of the volumetric measurement whereas at
Sindri the weights are taken as recorded on the Weight Bridge.
However, adequate corrective steps have been taken to see that
there is no difference between volumetric measurement and actual
weight. In 1972-73, there was no shortage found stock verification.

Regarding loss due to deterioration, it is submitted that there
was some loss due to physical characteristics of the pyrites. So far
as transport and storage during rainy season is concerned, action
is being taken at both ends, i.e. Dehri-on-Sone & Sindri, to see
that losses due to weathering are minimised, . although due to
pyrrophoric nature of pyrites oxidation|deterioration is bound to
take place even in covered storage within a short period.

[Ministry of Petroleum & Chemicalg O.M. No.125(28)|72-Ferts. III
dt. 15-11-73].

*Not vetted by Audit.
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Further Information called for by the Committee

In regard to pyrites lost during transit, it has been stated that
the Fertilizer Corporation of India have lodged the claims with the
Railways and these were being pursued.

Please intimate (a) details of claims viz,, amount and period
to which these pertain and when these were lodged by the FCI
with the Railways (b) whether these were lodged in time and (c)
the latest position in regard to their settlement.

[Lok Sabha Sectt. O.M. No. 15-PU|73 dated 13-12-1973]

Further Reply of Government®*

The details of the claims lodged against the Railways by the
Fertilizer Corporation of India pertain to four wagons of pyrites
which were not received at destination and the details of the said
claims are given below:—

Wagon No. RR No. Date Claim Date of
Amount claim
Rs,
1. WR 22048 597806 04-11-68 4110° 30 24-03-69
2. SR 15839 985425 14-10-69 633786 10-01-70
3. BG 20138 85923 03-07-69 6151°73 24-02-70
4. EC 93812 597334 31-07-68 4361 50 17-12-68

The claims were lodged in time. The claims mention in S,
Nos. 1, 2 & 3 are being pursued with the Railways. As regards the
claims at S. No. 4, the wagon has been transhipped and the material
has since been received at site.

[Ministry of P&T O.M. No. 125/28/72-Fert, III dated 22-12-1973].
Comments of the Committee
Pleased see Chapter I of the Report.

Recommendation (Serial No. 29)

The Committee find that the inventory of raw materials and
stores in terms of months consumption rose from 11 months in 1967-
68 to 14 monthg in 1968-69 and 1969-70 and to 28 months in 1970-71.
It has only slightly come down to 26 months in 1971-72. The Com-
mittee also note that the Company wasg carrying a large stock of

*Not vetted by Audit.
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slow moving and non-moving stores worth Rs, 12.83 lakhs even
after disposal of stores amounting to Rs. 21.58 lakhs in 1971-72.
The Committee were informed that surplus amounted to Rs. 13.95
lakhs as on 31-3-1972 consisting of spares for shuttle cars and
loaders (Rs. 8.95 lakhs) and Steel and G.I. pipes (Rs. 5 lakhs), The
Committee have already commented upon in para 6.21 of this Report
the purchase of key mining equipment including shuttle cars and
loaders in excess of requirements, The Committee feel that the
spares for shuttle cars and loaders should have also been disposed
of alongwith the machinery. The Cimmittee desired that the Gov-
ernment should investigate the circumstances under which the pur-
chases of stores especially spares and steel items had been made in
excess of the requirements. The Committee also recommend that
the scarce items like R.S. joints and G.I. Pipes should be disposed
of to other Public Undertakings where these may be in need.
(Paragraph 10.11).

Reply of Government

Necessary action is under way to reduce the inventory holdings.
An appropriate quantum of spares, shuttle cares and loaders have
been disposed of alongwith the machineries, The Company has
also disposed of some of the R.S. joints and G.I. Pipes. All possi-
ble efforts are being made to dispose of the idle machinery lying
with the Company alongwith their spare.

Managing Director, Pyrites, Phosphates and Chemicals Limited
has been asked to investigate the circumstances in which purchases
of stores specially spares and steel items had been made in excess
of the requirements with a view to fixing responsibility.

[Ministry of Petroleum & Chemicals O.M. No. 128(28)|72-Ferts III
dt. 15-11-73].

Further information called for by the Committee

Government have stated that the Managing Director has been
asked to investigate the circumstances in which purchase of stores
specially spares and steel items had been made in excess of the
requirements. Please intimate the propress made in this regard.

[Lok Sabha Sectt. O.M. No.15-PU|78 dated 13-13%-1973].
Further reply of Government*

The Managing Directors, was asked to investigate the matter

*Not vetted by Audit.
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on 15-11-1973. The Report of the investigations i expected to be
submitted by February, 1974.

[Ministry of Petroleum & Chemicals O.M. No. 125/28/72-Fert. III
dt. 22-12-1973].

Comments of the Committee
Please see Chapter I of the Report.

Recommendation (Serial No. 31)

Inspite of the recommendation of the Sales Price Committee and
the Award given by the Financial Adviser of the Ministry of Petro-
leum and Chemicals about the sale price of ore, the two Public
Undertakings under the administrative control of the same Ministry,
have not accepted the price fixed by the Award. The Committee
understand that this matter has again been referred to the Finan-
cial Adviser. The Committee are anxious that this matter should
be settled quickly in the mutual interest of both, as it vitally affects
the working results of both the Undertakings.

(Paragraph 11.28)
Reply of Government

Shri S. K. Majumdar has since submitted his revised report on
pricing of pyrites supplied by Pyrites, Phosphates and Chemicals
Limited to Fertilizer Corporation of India. The comments of
Pyrites, Phosphates and Chemicals Limited on the supplementary
report have been received but those of the Fertilizer Corporation
of India are awaited. A final decision in the matter would be
taken as soon as the viewg of Fertilizer Corporation of India be-
come available.

[Ministry of Petroleum & Chemicals O.M, No. 125(28)|72-Ferts. 111
' dt. 15-11-73].

Comments of the Committee
Please see Chapter I of the Report.
Recommendation (Serial No, 34)
The Committee find that as per the Details Project Report, the
total number of staff required for the production of 800 tonnes per

day was 240. As against this the actual number of persons employ-
od as on 31-3-1972 was 404. It has been stated that the DPR did

*Not vetted by Audit.
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not contain provision for certain categories of staff like transport,
head-office etc. The Committee find that even taking into consi-
deration the categories of staff not included in the DPR, the total
staff strength would work out to 519. As against this, the organisa-
tional chart prepared by the Management envisaged requirement
of staff strength as 613 for the production of 800 tonnes per day and
for Phase-I the recommended staff strength was 508. The actual
staff strength as on 31-3-1972 works out to 73 per cent. of the total
staff provided even in the organisational chart.

In the case of daily rated workers also the number of persons em-
ployed was 72 per cent of the total workers assessed by the Sale
Price Committee for Phase-I. On the other hand, the production was
only 29 per cent of the production envisaged in Phase-I. It has been
stated that it is essential to have certain percentage of staff irrespec-
tive of rate of production. The Committee however, feel that even
taking into consideration this aspect, the staff was much in excess
of requirements keeping in view the low production at present. It
was admitted by the representative of the Ministry during evidence
that there were 92 workmen ‘who are deemed to be permanently
surplus of requirements’. The Committee would urge that the rea-
sons for such over-staffing should be investigated and it should be
ensured that over-staffing is avoided in the interest of efficiency and
bringing down the cost of production. The Committee hope that the
staff strength would be readjusted keeping in view the recommenda-
tions of the proposed study by the Administrative Staff College,
Hyderabad. The Committee also suggest that there should be a cell
in the company to carry out the work study at periodical intervals
and the staff should be deployed in various jobs taking into account
the reports of such works study.

The representative of the Ministry assured the Committee during
evidence that efforts were being made to re-locate the surplus staff
in other public sector projects. The Committee strongly urge that
the Government and the Undertaking should give earnest attention
to this problem and make suitable arrangements for the absorption
of surplus personnel.

(Paragraphs 12.22, 12.23, 12.24).

Reply of Government

The over staffing at Amjhore is mainly attributable to low off-
take of pyrite ore. With the increase in production levels,.some sur-
plus staff will be absorbed in the mine itself. Meanwhile, efforts
are continuing with the Ministry of Steel & Mines to get the surplus
staff absorbed in the public undertakings under their control such
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:as the National <Coal Development Corporation, Hindustan Steel
Construction Limited, Bharat Coking Coal Limited. etc. A measure
-of success has already been achieved in this direction with the Hin-
dustan Copper Limited having absorbed 9 loaders and shuttle car
-operators.

Pyrites, Phosphates and Chemicals Limited are currently holding
-discussion with consultants such as the Administrative Staff College,
Hyderabad and M/s Ibcon Limited Calcutta for carrying out the
following studies:—

(i) Organisation & Managerial manpower planning for cer-
porate and unit level at Amjhore.

(ii) Mines manpower planning like work measurement studies
wage differential plans, incentive plans, job standard
documents, job evaluation procedure, utilisation of man-
power, channel promotion chart, create understanding
with trade unions etc.

(iii) Manpower planning including personnel records manage-
ment,

The management of Pyrites, Phosphates and Chemicals Limited
ds also considering creation of an Industrial Engineering Cell in the
Company to carry out, as suggested by the Committee, work study
wperiodically so as to employ the staff more usefully.

[Ministry of Petroleum and Chemicals, O.M. No. 125(28) /72~
Fert. III, dated 8-11-1973].

Comments of the Committee

Please see Chapter I of the Report.
Recommendation (Serial No, 35)

The Committee note that actual production per man since the
.commencement of production in the PPCL has been much below than
what was envisaged in the Detailed Project Report and also lower
than what was even envisaged in the revised Phase-I programme.
“The reasons for this are stated to be excessive staff including daily
rated workers and the decision to scale down the production to 1.2
lakh tons in Phase-I. The Committee were informed that no scienti-
fic study was made while determining the production per man. The
«Committee need hardly stress that low productivity results in high
«cost of production affecting not only the working results of the PPCL
but also the economics of the working of the Sulphuric Acid Plant.
“The Committee, therefore, urge that effective steps should be taken
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to improve the efficiency and increase productivity with a view to.
ensuring an economic price for the ore and for the acid. (Paragraphr

12.30). ol

Reply of Government

The low productivity of workers is mainly attributable to the
limited demand of pyrites ore by the Acid Plant at Sindri because
of which production had to be restricted. As soon as the require--
ment of ore increases, all possible steps will be taken to increase the
productivity. Meanwhile, the company has taken certain steps to-
improve the efficiency of the workers. The piece-rated muckers
have been persuaded to accept the piece-rate system and their pro-
ductivity has consequently gone upto about 2.5—3 tonnes. The time
rated muckers have also been approached to accept the piece-rated’
system but the success in this regard has been limited because of
restricted demand of pyrite ore. A proposal is under consideration
of the Pyrites, Phosphates and Chemicals Limited Board of Directors
to appoint a reputed consultant to conduct special studies and sug-
gest introduction of suitable incentive schemes to help further im-
prove productivity.

[Ministry of Petroleum and Chemicals, O.M. No. 125(28)/72--
Ferts. III, dated 15-11-1973];

Comments of the Committee

Please see Chapter I of the Report.



CHAPTER V

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES
OF GOVERNMENT ARE STILL AWAITED

Recommendation (Serial No. 8)

The Committee regret to find that there had not been clear de-
marcation of responsibilities of IBM at any stage and no binding
contract entered into with them with the result that the Company is
finding itself in a quandry. The Committee would like Government
to take a serious note of the problem and take steps to have the claims:
and counter claims settled at an early date.

*Reply of Government

Steps have been initiated for early settlement of the problem.

[Ministry of Petroleum and Chemicals, O.M. No. 125(28) /72-
Ferts, III, dated 15-11-1973]

Further Information called for by the Committee

The details of the steps taken by the Ministry to settle the claim
between the IBM and PPCL and their outcome may be communicat-
ed,

[Lok Sabha Sectt. O.M. No. 15-PU/73 dated 13-12-1973]
*Further Reply of Government

The matter was discussed with the Department of Mines and it
has been decided to refer the issue for informal arbitration. The
selection of arbitrator would be made in the next few days.

[Ministry of Petroleum & Chemicals O.M. No. 125/28/72-Fert. III
dated 22-12-73}

Recommendation (Serial No. 15)

The Committee view with concern that the Sulphuric Acid Plant
was designed to work on 40 per cent S. Content ore although the ore
available from Amjhore mines was not of the required quality. It

*Not vetted by Audit.
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is strange that when the Management was fully aware about the
variation in Sulphur content of the ore, and though in the notice
inviting tender for the work, the sulphur eontent of pyrites was in-
dicated as 32 to 49 percent, the implications of such variation were
not specifically brought to the notice of the Board. No specific men-
tion of such variation was also made in the contract for setting up
the Sulphuric Acid Plant. The result was that the Acid Plant could
not be operated and certain technical modifications had to be made.
If at all, the plant was to work, the production could be with ele-
mental sulphur along with pyrite or it was to work only at 90 per
cent of the rated capacity. The Committee were informed that the
cost of rectificiation/modification would be Rs. 20 lakhs. The Com-
mittee take a serious view that the omission of vital information
about the grade of the ore in the contract has resulted in not only an
additional expenditure of Rs. 20 lakhs but also low production in the
mines with consequential adverse affect on the cost. The Committee
desire that the reasons for this vital omission of not specifying the
grade of ore in the contract should be gone into and responsibility
therefor fixed.

*Reply of Government
Government agree with the suggestion of the Committee that the
matter should be gone into and responsibility fixed. Necessary action
is being taken in this regard.

Ministry of Petroleum & Chemicals O.M. No. 125(28)/72-Ferts. III
dated 15-11-73)

Further Information called for by the Committee

Although the Government have agreed to the suggestion of the
Committee that the matter should be gone into and responsibility
fixed the definite action taken in the matter has not been intimated.
The steps initiated by the Government so far in this direction may

be indicated.
[Lok Sabha Sectt. O.M. No. 15-PU/73, dated 13-12-1973]
*Further Reply of Government

The case will be investigated by the Additional Secretary in the
Ministry.

[Ministry of Petroleum & Chemicals O.M. No. 125|28|72-Fert. III

dated 22-12-1973.]

*According to Audit Government's reply not susceptible of noti-
fication in Audit,
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) Recommendation (Serial No. 18)

The Committee are surprised to find that though there was dis-
pute in establishing sulphur efficiency guarantee in February, 1970
due to difficulties in obtaining pyrites of 40 per cent S. grade, the
FCI in December, 1970 with a trial appraisal conducted with 81 per
cent S. grade ore considered that the contractor had been “deemed”
to have met the guarantee performance.

The Committee also find that there were several defects noticed
in operating the plant during the guarantee performance tests and
the contractor has agreed to carry out the modifications/rectification
of the plant at his own cost, in terms of a protocol of an arrangement
agreed in March, 1971 between the FCI and the contractor.

The Committee are surprised to find that the full contractual lia-
bility under the terms of main contract had been finally discharged
by means of protocol of 30th March, 1971, even without the Company
ensuring that the defects in the Plant have been rectified to the satis-
faction of the Management and the plant is really capable of reach-
ing its rated capacity. The Committee are also doubtful whether the
amounts of compensation provided for under the protocol arrange-
ments are adequate and in the best interest of FCI. The Committee
would strongly urge that this matter should be thoroughly investigat-
ed and the responsibility for the lapses in the arrangement should
be fixed. The Committee also urge that it should be ensured that
all the defects in the Plant are set right and the Plant reaches its
rated capacity on schedule.

(Paragraphs 7.58, 7.59 & 7.60).
*Reply of Government

The re-appraisal test for sulphur efficiency was carried out in
December, 1970 with 31.4 per cent sulphur ore as against 40 per cent
sulphur ore stipulated in the agreement. This was because 40 per
cent grade ore could be supplied only by hand-picking entailing very
heavy cost (about Rs. 200/- more per tonne than that of low gra.de
pyrites); there was also the problem of supply of a large quantity
of 40 per cent S. ore within a short-time. After careful considera-
tion, the Corporation felt that such heavy expenditure should not be
incurred, particularly when the plant was to depend for all time to
come on ore of lesser sulphur content. Moreover, the penalties re-
coverable from M/s Simon Carves under the contr?ct were not very
significant compared to the extra expenditure required on upgrading

the ore through hand picking.

*Not vetted by Audit.



2. The defects observed in the plant during the first and second
runs, that were not rectified earlier, were enumerated in the Protocol
of Arrangement. The Contractor has completed most of the jobs
and, in other cases, he has paid the money as indicated in the above
arrangement. Presently, if the plant is not working at full rated
capacity, it is not because of the defects in the protocol of arrange-
ment but because of fluctuating quality of pyrites, limitations in
crusher capacity which is under installation and failure of boiler
tubes, all of which are beyond the scope of the contractor.

3. The contractor could not be bound down to an indefinite guar-
antee, especially when it was known that 40 per cent pyrites requir-
ed for proving the guarantee would not be available. In the circum-
stances, the management of FCI decided to absolve the contractor of
his responsibility by signing the protocol of arrangement. This was
at a stage when Fertilizer Corporation of India wanted to try mixing
sulphur with pyrites but this was not acceptable to the contractor
who was incharge of the Plant. Government agree, however, that
the matter is one which needs to be investigated more fully by a
senior officer as recommended by the Committee.

4. The total penalty leviable on the contractor due to delay in
commissioning was 5 per cent, and another 5 per cent due to non-
fulfilment of the performance guarantee, with a total limit of 7 per
cent of the contract value, on both the counts. The Corporation is
satisfied that the contractor had demonstrated all the guarantees laid
down in the contract excepting power generation which was also ful-
filled later on. The total penalty recoverable from the contractor
due to non-fulfilment of guarantees (if it was applicable at all),
would have amounted to Rs. 11.13 lakhs only, whereas as per the
terms of protocol of arrangement, the amount payable by the con-
tractor is Rs. 13.09 lakhs. The interests of Fertilizer Corporation of
India have thus been fully protected.

[Ministry of Petroleum and Chemicals, O.M. No. 125(28) /72-
Ferts. 1II, dated 15-11-1973}

Further information called for by the Committee

The steps initiated by Government to investigate the matter more
fully by a senior officer as recommended by the Committee may be
indicated. Information with regard to the fulfilment of the perfor-
mance guarantee of the Sulphuric Acid Plant may also be furnished.

[Lok Sabha Sectt. OM. No, 15-PU/3 dated 18121973}
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*Further Reply of Goven‘mient

The case will be investigated by the Additional Secretary in the
Ministry.

[Ministry of Petrolcum & Chemicals O.M. No. 125/28/72-Fert. III
dated 22-12-1973.]

Recommendation (Serial No. 21)

The Committee are distressed over the loss of Rs. 5.73 lakhs suffer-
ed due to deterioration of the stock of 5150 tonnes of B grade pyrites
ore at the Dheri-on-Sone railway siding. The stock had accumulat-
ed at the railway siding because of the refusal of the FCI to accept
the B grade ore, in spite of their acceptance in the meeting held
in the Ministry in August, 1969. When the PPC were knowing that
the acid plant was capable of operating on 40 per cent S. grade
only, the PPC should have taken immediate action for the benefica-
tion of ore and despatched them rather than allowed them to remain.
It is regrettable that instead of taking prompt action either to pur-
suade the FCI to accept B grade ore or to beneficiate it to improve
its quality, as was done subsequently, the ore was allowed to accu-
mulate at the railway siding resulting in its deterioration due to rain
and other causes. The Committee desire that the reasons for this
lapse should be investigated and resposibility fixed. The Committee
also urge that there should be a proper coordination between the
two public undertakings in respect of production, off-take and trans-
port of the pyrites and a firm agreement for the supplies finalised
between the said undertakings, so that neither party fails to fulfil
its obligations.

(Paragraph. 8.13).
_‘Reply of Government

Government agree with the suggestion in regard to investigation
of circumstances under which the accumulation of ore took place at
the railway siding and steps are being taken to entrust this investiga-
tion to a senior officer. A close co-ordination is being maintained
between the two undertakings and an agreed year-wise schedule of
supplies upto 1977-78 has also been drawn up.

[Ministry of Petroleum and Chemicals, O.M. No. 125)28|72-
Ferts. III, dated 15-11-1973]

*Not vetted by Audit.
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Further Information called for by the Committee

The Ministry have agreed with the suggestion of the Committee
that the reasons for the lapses should be investigated and the res-
ponsibility fixed. The action initiated by Government in this regard
may be intimated.

[L.S. Sectt. O.M. No. 15-PU|73 dated 13-12-1973]

*Further Reply of Government

The case will be investigated by the Additional Secrctary in the
Ministry

[Ministry of Petroleum & Chemicals O.M. No. 125/28/72-Fert. III
dated 22-12-1973.]

Recommendation (Serial No, 24)

The Committee note that in March, 1968, the Fertilizer Corpora-
tion of India Limited, Sindri entered into a contract with Bulgarian
firm for a Sulphuric Acid Plant at Sindri, based on the pyrites. Since
then, there had been frequent changes in the thinking both at the
level of the Government and at that of the concerned Undertakings
in regard to the setting up of this Plant. The Committee are sur-
prised that even though the percentage of sulphur content in the
pyrites ore from Amjhore had been known at the time of entering
into contract, “the contract for the plant was for a design to consume
pyrites ore of 43 per cent S. grade” which was definitely beyond the
capacity of the Amjhore mines. Th; Committee were informed that
the decision to go in for the Bulgarian Sulphuric Acid Plant at 43 per
cent S. grade ore was based on the information furnished by PPCL
in May, 1967 that the PPCL would be able to supply 42.8 per cent
S. grade ore. It was only in March, 1968 that PPCL told FCI that
the pyrites ore from the mine would be only 36 per cent S. grade.
The Committee note that the Bulgarian plant suppliers were consult-
ed on the possibility of using leaner pyrites, but they indicated that
their operating experience was limited to use of pyrites with not less
than 39 per cent sulphur and as such they were not in a position to
give any authentic data on performance guarantees on use of leaner
ore in the roaster of their design. The Committee are surprised
that in spite of this, it was decided to go ahead with the plant using
the roasters with a mixed feed of sulphur and pyrites.

*Not vetted by Audit.
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The Committee deprecate the manner in which a decision was.
taken, based on incorrect information supplied by PPCL without a
thorough and careful examination of the economics of the project
from all aspects including the high cost, the low quality of the
Amjhore pyrites. The Committee strongly urge that this matter
should be thoroughly investigated and responsibility for the lapse
fixed. The Committee are doubtful whether the problem of disposal
of cinders was adequately considered while taking the decision. The
Committee would also urge that it should be ensured that pitfalls
noticed in the Simon Carves Sulphuric Acid Plant at Sindri are not
encountered again and the plant is able to give the guaratteed out-
put. (Paragraphs 8.44 and 8.45). T

Reply of Government

Government accept the recommendation made by the Committee
that the matter should be thoroughly investigated. A senior officer

will be appointed for this purpose.

Position regarding disposal of cinder has been explained in reply
to recommendations Nos. 13 & 14. The suggestion of the Committee
that necessary precautions should be taken in regard to the Bulga-
rian Sulphuric Acid Plant in the light of the experience gathered in
the Simon Carves plant has been brought to the notice of the Cor-
poration. *Fertilizer Corporation of India have already taken cer-
tain steps in that direction for example, a three stage crushing sys-
tem for pyrites, has been adopted in the Bulgarian acid plant with
rod mill in the third stage to eliminate difficulties/shortfall experi~
enced in the two stage crushing system in the Simon Carves plant
where considerable wear and tear of the crushing and grinding
equipment were experienced.

[Ministry of Petroleum and Chemicals O.M, No, 125/28/72-Fert. III
: dated 15-11-73.]

Further Information called for by the Committee

Government have agreed that the matter should be thoroughly
investigated and have stated that a senior officer would be appointed
for the purpose. Please intimate the action taken in the matter and

latest position in this regard.
[Lok Sabha Sectt, O.M. No. 15-PU/73 dated 13-12-1973]

‘Accor&ing to Audit Reply not susceptible of verification in Audit.
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Further Reply of Government
The case will be investigated by the Additional Secretary in the
Ministry.

{Ministry of Petroleum and Chemicals, O.M. No 125/28/72-Fert IIL
dated 22-12-1973.]

New DELHI, SUBHADRA JOSHI,
March 4, 1974 Chairman

Phalguna 13, 1895 (Saka) Committee on Public Undertakings.




APPENDIX R
(Vide Para 5 of Introduction)
Analysis of the action taken by Government or the recommenda-

tions contained in the Thirty-ninth Report of the Committee on
Public Undertakings (Fifth Lok Sabha).

1. Total number of recommendations . . . . 43
IL. Recommedations that has been accepted by Government
(vide recommendations at Sl NOI. t, 4 6, 17. zs, 27, 38,
30, 40, 41, 42 and 43
N“mw . . . . . . . . . 12
Percentage of total . . . . . . . 27°98
JIIL Recommendations which the Committee do not desire to

pursue in view of Government’s replies (vide recommen-
dations at Sl. Nos. 5, 7, xo. 13, 14, :6, 19, 22, 26, 32,33
36, 37, 38, and 39 .

Numbcr . . . . . . . . 16
Percentage of total . . . . . . . 37°30
1V, Recommendations in respect of which replies of Government
have not been accepted by the Committee (vide recommen-
dations at Sl. Nos 2, 3, 11, u, zo, 23, 29, 31, 34,and 3§ 10
Number .
Peroennae of total- . . . . . . . 232§
V. Recommendations in respect of which final replies of

Government are still awaited (vide recommendations at S1.
Nos. 8, 15, 18, 21 and 24

N‘umber . . . . . . . s
Percentage of total- . . . 11°60
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