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INTRODUCTION· ','. 
I, the Chairman, Committee on Public Undertakingshavmg been 

- authbrlsed by the Committee to submit the Report on their behalf, 
present the Forty-eighth Report on Aetion Taken by Govemment 
on the recommendations contained in the Thirty-ninth, Report of the 
Committee on Public Undertakings (Fifth Lok Sabha) on Pyrites, 
Pho!phates and Chemicals Limited. 

2. The Thirty-ninth Report of the Committee on Public Undel'l-
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 Govemment. The 
Committee also decided that the Report be finalised by the Chairman 
on receipt of further information from the Govemmenl 

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:-

(1) Report. 
(ii) Recommendations that have been accepted by Govern-

ment. 
(ill) Recommendationg. which the Committee do not desire to 

pursue in view' of Government's replies. 

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

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

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

, 't) 
w &' ... _ ....... L ..... 



(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 r~plies. Replies of Government. in respect of 
23.25 per cent of ~recommendations have no~been accepted by 
the Committee. Final replies of Government in respect of 11.60 per 
cent of the recopunendations are still awaited. 

NJ:W DELHI; 
March 4, 1974. 

Phalguf&a 13, 1895 (S). 

SUBHADRA JOSHI, 
Chairman, 

Committee on Public Undertakings. 



CHAPTER I 
REPORT 

AmjhoTe PToject-PaTagTaphs 2.19 and 2.20 of 39th Report 

Recommendation (Serial Nos. 2 & 3) 

The Committee took a serious view of the fact that the Compan, 
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 examint 
the economics of the revised project from all aspects and take step. 
to sanction the revised estimates without any further delay. It wa' 
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 spe~iftcally 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 000 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, and was being 
examined carefully keeping in view the observations made b~ the 
Committee. The Committee were also informed that in the light 
of certain discussions in the context of the difficulties that arose a. 
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 reeeived bJ 
Govemment in April, 1,973 are still under their examiDation. The 
Committee therefore reiterate their earlier recommeDdations and 
desire that Government should critically examine the economics of 
the project on the buis of revised estimates ad take an early cleei-
siOD in the mattel'. 

Deployment of Costly equipment-Parag'raphs 6.15 and 6.16 of 39th 
Report 

Recommendation (SerIal No. 11) 

4. The Committee pointed out that the detailed project ~port 
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 bee~ made in a phased 
manner as recommended by Technical Advisory Committee after 
gaining experience instead of acquiring the equipment i~ 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 gallp-ries 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 Governmeht 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 first 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 
ju.lllt to make use of equipment was infruduous. 

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 1967~8 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, 1969 to freeze the production of 400 tonnes per 
day thus rendering equipment of the value of Rs. 166.89 lakhs SUl">-

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. ' n. 

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 purch~e 
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 
l~khs 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.!. pipes 
(Rs. 5 lakhs). The Committee desired that the Government should 
investigate the circumstances under which the purchase of stores 
especially sllares 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 .... Sabha in April, 1973 the Managing Director was asked to in-
vestigate the matter on 15th November, 1973 i.e., after more than 
six month. 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 f·uture. 

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 FC) Sindri for ore supplied-Paragraphs 8.5 
and 11.28 of 39th Report. 

Recommendation (Serial Nos. 20 and 3]'-

17. The Commdttee 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 



end product. Iill spite of recommendation of Salt. ?rice 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 Dote that the final decision with re-
gard to the fixin, the sale price of ore has not yet been taken. They 
therefore reiterate their recommendatio. ,that the Government 
should expedite their decision in ~ .nuttter to the mutual interest 
of both, as it vitally affects the working results of both the under-
takings. 

Deterioratioft of pyrites ore supplied to Fe! 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 also 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 RJR 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 O'f FCI were considering the question 
of settlement of pyrites found short or unftt 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. 1 t was also stated that 
the shortages in pyrites as between Dehri-on-Sone and Sindrl 
were due to the different methods in vogue for weighing the 
material. For loading the wagons at Dehri-on-Sone the RIR 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 usc; The 
Committee desire that Govemment should investigate into the mat-
ter and fix responsibility for the inordinate delay and loss suffered 
on this aecount. 

. . 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 settled. 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 39th RepOTt 

Recommendation (Serial No. 34) 

25. The Committee felt that the actual staff on 31st ~arch, 1972 
was much in e~ess 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. 
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26. In their reply the Government stated that the over·staftlng 
at .-\.mjhore 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 
Natio~al Coal Development Corporation, Hindustan Steel Constrllc· 
tion Limited, Bharat Coking Coal Ltd., etc. It was also stated 
that the Company was holding discussion with consultants, such 88 
the Administrative Staff College, Hyderbad and Mis Thcon 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 C'f 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 88 a result of these studies the Gov-
ernment wO,uld take concrete steps 'to fix suitable staft standard!'!! 
and utiHse the staft more usefully. The Committee also desire that 
Government should see that staft rendered surplus are absorbed in 
other public undertakings ,under their control. 

OperatiO'lUlI 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 excessiv:e staff including daily rated workers 
and the decision to scale down the production to 1.2 lakhs tons in 
Phase I. 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 de~and 
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·consjderation 
of the Board of Directors to appoint 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 
80 that the result of the study might be avaUable for taking steps 
to improve the efficiency, increase the productivity and ensure an 
eeonomlc price for the ore and for the acid. 



CHAPTER II 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Reeommendation (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 provid~ 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, 1967 to mid-I971 for produc-
tion of 400 tonnes per day. The projeet has incurred on expendi-
ture of Rs. 606.72 lakhs upto 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 
om missions 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 900 
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 omiasions 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 

3703 L.S.-2. 
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of 9OOItonnes of pyrites are per day. The assessment of the pro-
fitability of the project has abo been made in accordance with these 
Instructions. 

(Mini~try of Petroleum and C:hemi,cal~, :O.l'4~o. 12~(~) 172-
Ferts-III Dated 4-10-73] 

The Committee note that the Indian Bureau of Mines in their 
original project of May, 1961ba!:led on a demand of 4.8 lakh' tonnes 
preferred the 'longwall' method of 'mining as the geologi~al condi-
tions, output capacity, etc. were more favourable for adoption of 
that method. Later,' the Detailed Proj-ect Report of January, 1985, 
recommended that that the initial method of mining should be the 
'bordand pillar' method. When the Technical Advisory Committee 
whicn' conSISted of eminent 'mining engineers, examined the project 
report in June, 1'968 to January, 1969, that Technical Committee 
reconunended adoption c·f' the long 'wall method considering the 
technical' aspects, experience in India, higher percentage of extrac-
tion etc. than uhder bord and pillar m~thod, Later. the Manal!e-
ment again switched over to the 'bord and pillar' method consider-
ing the unhappy experience, of the longwall method in the' ('flal 
fi.elds, lack of trained workers in the longwall 'method etc. The 
Committee also note that on account of readoption of ,longwall 
system, pres topping development would ,be needed only for 13.560 
metres ajlainst 17,140 metres envisaged il~ th~DetaiJed Project 
Report. 'The Committee regret to note that though, the Jilleterage 
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 part;cular method, the Mmptny wou18 carefully workout and 
examine among others the comparative ecbnomics of both the 
methods sinee there seemed to be advantages alf well"s disadvant-
ages under 'both the syste11ls.' The Committee need hardly stress 
that whatever be the method adopted for mining. 'the aim of the 
cOmpany should be extraction of ore at mo!;t economic ('Cst and its 
sale t'o unother -public sector undertakings at a competitive price. 

(Paragraphs 2.36 and 2.37) 
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R.eplyof Govemment* 

The" recommendation is accepted. Past. experience has show. 
tha~ it would be best to have a flexible; pattern of mining in Buth 
c~s. Accordingly, in the r~vised pl'ojec.t report for production of 
900 tonnes of ere 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 1()1 pet cent from development faces. 

[Ministry of Petroleum and Chemicals, O.M No. 125(28) 172-
Ferts-III Dated 4-10-73) 

.{. ~,.' .;. I , •• t.~)~!' \>". '1.\, '" .,.:, 

Recommc'ldation (Serial No.6) 

The Committee regr(!t te· note ~at the explorMlion work for the 
pror;l!lction of I million tonnes of pyrites ore per annum which was 
taken up on the basis of assessment of demar.d from variOUSCfln-
sumer~ had ultimately to b~ suspended in March, 1969, as· the 
reserve of' pyrites ore 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 Ri. 18.60 lakhs 
had been incurre4. on exploration work. 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 work could llave been avoided. The Committee 
would only sugg·est. that there shOUld be greater co-ordination 
between FCr andn PPC so that development of mine could be 
metched with the demands of FCr. 

(Paragraph 3.21) 

RepJy o( Govcrnmr",t 

. Government accept the recommendation in regard to greater co-
ordinat"on betweenFCI and PPC. The prociuctionlmine. develop-
ment at Amjhore is being synchronised with the demand for the 
ore at Sin!:lri. Fertilizer. Corpention of India have, in consultation 
with Pyrites. Phosphates and Chemicals Limited, drawn up their 
maximum and minimum requir~~ents, pi ,avrites ore year-wise upto 
1977-78. Pyrites Phosphates and Chemicals Limited are presently 
negotiating a comm.ercial agreement w~tb Fertilizer Corporation of 
India in regard to the supply of ore. The agreement will, inter
aJi4. cover schedule of despatch, quality of ore .. mode ofipayment etc . 

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

tNot vetted by Audit. 
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It 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. 12&(28) 172-
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, 1989. 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 t!.me specified in the contract 
for the completion of the work was subject to the fulfilment of the 
condition that the execution of the work bv 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 nowadays 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 Govcrnmcnt 

The observations of the Committee have been noted for guidance. 

[Ministry of Petroleum and Chemicals, O.M No. 125 (28) 172-

Ferts-UI 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 Mis. 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 Government· 

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. 12~(28) 172-
Ferts-III Dated 4-10-73] 

Recommendation (Serial No. 27) 

The Committee expect that the CompanylGovernment would 
make a cautious approach towards the exploitation of the mines at 
Meldeota after assuring themselves of a regular oft-take of rock 
phosphate. 

(Paragraph 9JW) 

• According to Audit reply not susceptible of veriftcation In Audit 
(1973-7.) 
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Ilepl,of G.veniment 

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

[Ministry of Petroleum and Chemicals, O.M No. 125(28) 172-
Ferts-III Dated 4-10-73] 

Recommendation (SeriaJ No. 28) . ) . 
The CommIttee J?ote that Qne 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 prod~qt,c; requiring such ores. The Committee regret to 
observe that PPCL has so far no perspective planning of taking 
over other phosphoric and pyri tes mines in India and bringing them 
under their purview fordeveloplMllt. ' The ¢ommittee recommend 
that the Government should examine the feasibility of drawin.g up 
a p~rspective plan for. the development of these ores deposits in the 
c?un.try. (paragraph 9.23). 

lleply qf .Qovernmpnt 

The recommendation of the' Committee has been noted for guid-
ance. The Pyrites, Phosphates ,an~ Chemicab :Limited has under 
its cOnsideriltion 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 thri'reg'rd~"~itMU!l1y:"'j,' .:1 

/, 

[Ministry of Petroleum and Chemicals, O.M. No. 125(28)/720-Ferts 
" J ut, Dated 22-10-1973.] 

! ' Recomtnendation (Serial No. :m) 

'l'he Committ~e regret to note that no effective steps have still 
been taken for a proper and a sc,ientific material management. The 
t..'"Ompany should streamline its purchase and procurement procedure 
so that pu~hases are not~ade.in e~eSS ,of reql.!lrements and inven-
tory is not unduly loaded at any time. I The Committee also recom-
mend that there should be a regular and' periodic review of the 10-
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ventory with a vi~w to identifying surplus stores and taking action 
for their disposal in time. (Paragraph 10.12) 

. Reply of Govemment 

The Company h~s .si~ce t,a,keI?- s~.~ to. stre~mline the purchase 
and procurement procedure so 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 
ac·cwnulation of stocks does not take place. The recommendation 
of the Committee that there should be a regular and periodic review 
of the inventory with avi~w 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 Admiriistrative 
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 ar.d Chemicals, O.M. No. 125(28)/ 
72-Ferts III, Dated ]5-11-1973.] 

.1 

Recommendation (Serial No. 40) 

The ICommit~ regret to note the several deflciencie!l i~~ the e'Y;!" 
ingsysten'l. followed by the Company. There 'is no system of making 
analysis of idle time of labour and machinery. No analysis of ex-
penditure was al80 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 
wo~ld urge that s~'p's S?ou\? ,~.~ ta~~~i.~r.,,~~r;t~s~e~t to put the 
cost'ng system on a !!build bllS~S to exercise more eWectlVe and close 
control over expenditure. (Paragraph 13.37) 

i • Reply' of Gov~rnment 

'lJ'he recamml!ndations oif the Committee have been noted for 
guidance. The company is already analy~ing, the expenditure into 
direct and indirect as weI1"as'!txed'ahd' 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 m~chlne!"y 
will be made when the production reaches the level of rated capacity 
of the. mines. Pyrites.. Phospha tea 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 an<;l Chemicals. O.M. No. 125 (28) / 
72-Ferts Ill. Dated 8-11-1973.] 

Recommendation (Serial No. 41) 

The Committee regret to note that tiu?ugh 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 
InLernal 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 .• 2) 

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 R-1l-1973.] 

~ommendation (Serial No. 42) 

The Committee note that necessary action has since been taken 
to compile an Accounting M~nual for the use of oft\cers of the Com-
pany and the Committee hope that it would be ready as scheduled. 

(Paragraph 13.46) 

Reply of Goverament 

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

[Ministry of Petroleum and Chemicals. O.M. No. 125(28)/ 
72-Ferts III Dated 15-11-1973] 
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RecommendatiOil (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 Co~ 
mittee d'esire 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 80 
as to avoid payment of electricity charges in excess of actual COD-
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)1 
72-Ferts IIJ~ Dated &-11-1973] 



CHAPTER III 

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

Recommen.dation (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 dqe to delay in procuring 
the machinery and to ex~Ctite 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 maehinery 
of the vaIue of Rs. 5.62 lakhs from theNCDC. Rowever, these 
m~chinery could be used only intermittently 'due 'to frequent re-
pairs and ultimately laid bft' 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 
pro~rammp. of mine development with the estabJishment of Sul-
phuric Acid ·Plant. 

The Committee do not appreciate the undue haste in procuring 
from NCDC mll.chinery meat~t for coal mining without verifying the 
suitability dnd the condition of such machinery even when there 
W3S no provision for them in the project estimate~. 

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 3.1(}-3.12) 

Reply of Government 

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 
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1. 
French and Swedish, to supply the. equipments under Suppliers' 
Credit arrangements with their respective countries; (ii) the diffi-
cu.]ty·in release of free foreign exchange in view of the a(;ute foreign 
exehnn·ge situation then prevailing and the embarrassment \Vhich 
such rel~ase would have caused to Government when it was not in 
a position to release free foreign e"challg~ for imports from coun-· 
tries for which necessary credit facilities were not likely to be avail-
able. and (iii) the time taken in abtainir,g DGTO clearance in the 
context 'Of trraxi1nt1m pi,ssib}~ use of the existing fabrication facili-
fie~'ln " the' COufttrY: 

Ln :regard to para 3.U·the company was aware that the shuttle 
:ar 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 he trained in the operation 
and maintenance of these equipments. It is submitted that these 
difficu~ties would not have been foreseen as the Amjhore Pyrite 
Mit1~<were.thefirst of their kind to be operated in the country. 

[Ministry of Petrolel.lm and Chemicals. O.M. No. 125(28)1 
72-Ferts III, Dated 15-11-1973] 

Recommendation (Serial No.7) 

- The Committee regret to note that the average actual production 
dll'i'ing tne last three years 1969-70 to 19.71~72 has been even less than 
one third of target with the result that the cost of prociw:tion is ex-
pected tn be Ms. 283.75 per M.T. as against the estimated rate of 
Rs. 160:'02 per;M.T. The Committee were infonned that the Simon 
Car"l8 Sulphuric Acid Plant was expected to achieve production at 
400 tonnes a day by' April, 1973 and the Bulgarian pll\nt expected to 
go'into prodll~tion by middle of 1974. Therefore the Company would 
be 'increasing the production to 900 1nnnes per day by the middle of 
IM4, which target ill even more than the production capacity propos-
ed' to be developed in the 'SeCond phase. 

, (I > • 

ThedOmmittee regtet to note tlutt developed capacity could not 
be' exploited in full first due to lack of an assured demand and later 
011 account of defective Acid Plant at Sindri. The Committee were 
informed that the production programme of pyrites ore is now to 
he . linked up wi~h the progress of tbe construction and commission-
ing ,of the Bulprian. ,Acid Plant.. The result has been that the cost 
oj. produclion is almosfdouble the es~~ted rate with consequential 
l'ldverse effect on the cost of acid and finally on the end product. 
The Committee take a serious view of this lack of proper planning 
llnd wouH urge that the Government/Fer should ensure that both 
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the Simon Carves and Bulgarian Acid Plants should keep up to their 
llchedule of going into production by April, 1973 and 197' 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 quaUty of pyrite 
ore, limitation in the capacity of the crushing system and leakages in 
tht' boiler. While these defects are being rectifled, the plant ia ba-
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: 

(1) The Sindri Rationalisation Scheme, of which this plant is 
a part was held up for sometime due to uncertain econo-
micfl of producin~ 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 Carvea Sulphuric Acid 
Plant, after rectiftcation 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 corumiaaioned by 
the mhfdle of 1974 if the schedule for delivery of equipment pre-
~ently indicated by the suppliers is kept up. During evidence before 
the Committee (reproduced at pages 29>-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 197' 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 
indjcated below:-

--- --~----.-------

Maximum Maximum 
(Tonnes) (Tonnes) 

1973-74 S5,000 61,000 

1974-7S 112,500 12S,OOO 

1975-76 144,000 160,000 

1976-77 196,200 218,000 

1977-78 243,000 270000 

-.-------- ._----_.# 
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 900 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)1 
72-Ferts III, Dated 15-11-1973] 

Beeommendatloa (Serial No. t) 

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 en,trusting works to Geological 
Survey of India there should be definite stipulations between the 
undertakings and Geological Survey of India. (Paragraph 4.25) 

Reply. of GoVerlUDeDt 

While the work relating to assessment of ground water resources 
hIS 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, 1972. 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· 
cial lines as far as contractual jobs al'econcerned., This is: to"be done 
by signing contracts on mutually acceptable terms, fo, ,work, that 
mav be assigned to the Mineral Exploration Corpocation by under-
takings/parties and this would contain definite stipulation between 
the undertakings and the Mineral Exploration Corporation. 

[Ministry of Petroleum and Chemi':!als, 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 $ince 
1964 without any conclusive decision. Meanwhile the ore' is being 
transported from Amjhore to Dehrl-on-Sone for onward transmis-
<;ion to Sindri, by Road. The Gommittee understand that a cement 
factory in the private sector located near Amjhore is prepared to 
share the capital cost with the Pyrites, Phosphates anli. Cpemicals 
Limited and the Railways towards the constructi'on of a broad-~auge 
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 cOnmtitti!e Wbtildtii'~ that the matter should 
be finalised-by Government expeditiously keeping in view,theeco-
nomlcs and the time' taken iri . the transportation of o're by' the rail 
a~.d read.' ' '(Paragraph 5.7) 

Reply of Govemment* 

Although the construction of the proposed broad gauge railway 
line has been under the consideration of Government for quite some-
time, the matter could not make much progress mainly because firm 
data rellarding traffic availability for the proposed railway Une wert!' 
not available. With the firming up of the minim! projp'amme at 
Amihore to meet the re,q4ir~e~ts q~ ~~o sulphuric acid plants 
at Sindri and more precise information becominq available about 
the traffic which might be offered by other industrial units in'fhe 
Dehri-on-Sone Amjhore/Banjari reJ(iofl. the question of construe--
Hon of a broad-~au~e railway line has been reviewed. The matter 
was recently examined at a meetinS! in the Ministrvof Petroleum 
&T'ld Chemicals which was attended bv re1)resentatives of the PlRn-
.,;",,., Commission. Ministry of Railways (Railway Board)., Govern-
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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 
prnposed railway line economically viable, a trafftc of at least 2 
million tonnes per annum would be necessary. It is felt as things 
stand, traffic from Amjhore mines together with the trafftc 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 financing 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 
Umited. It may be some time before the matter is finally settled. 

IMinistry of Petroleum and Chemicals, O.M. No. 125(28)f72-Ferts 
III, Dated 4-1()"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 &ulphuric Acid Plant of Sindri instead of near the mine, \Vas 
that the cinder might be of use in the steel plant located in the vt~ 
nity Of the Sulphuric Acid Plant. The Committee regret to note 
that this did not materialise and the cinders were not used by the 
St~el 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 flndout 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 stabUisation 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 ci!:lders and ('onsequent increase 
in the cost of disposal. 

The Committee also f~el 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 mor,~ advantageous to have located the 



acid plant near the mine site as part of the Company, as thedifficul-
ti~s 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 s~llphuric 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 Sir..dri was the non-
availability of requisite tank wagons for transporting the acid frOlT 
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 cannOt 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 
lietting 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 Sharat 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 &indri Factory which could t.e uti-
lised to· dispose of cinder during the next 15 years. 

[Ministry of Petroleum and Chemicals, O.M. No. 125 (28) 1772-Ferts. 
III, dated 4-10-73] 

Recommendation (Serial No. U) 

The Committee desire that the problem of disposal of cinders 
s'hould be viewed with seriousness and eftorts made to find an abid-
big 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, efforts 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 
hdustries. 
-' ,. -----.... __ ._.... . 

-Not vet ed hy Audit 
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Until.such time as an effective solution is found, the Fertilizer 
Cprp.oration of India are taking effective steps to dump the material 
irl $petially 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) I 
72-Ferts Ill, Dated 15-11-1973] 

Recommendation (Serial No. 16) 

The Committee find that the original estimates of the sulphuric 
l":id plant sanctioned by Government in 1966 for Rs. 261.58 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 ~rlQs 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 
impNlper 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 01] 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 accom.pli . . 

The Committee have also been informed by the representative 
of the Ministry during evidence that the actual expenditure on the 
proje':.'t is likely to exceed the revised estimates by Rs. 54 lakhs 
which is more than 10 per cent of the sanctioned estimates. The 
C~mmittee however. find that according to the instructions issued 
by Government oide Ministry of Finance a.M. No. 9(I)-FI61. dated 
the 22nd September, 1987 sanction of the Administrative Ministry 
hI 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. 
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The Committee feel that as the actual expenditure under "Deve-

lopment Expenditure" had exceeded by more tAan 10 per cent even 
upto 31-3-1970, the Management should have approaohed the Minis-
try for regulari~tion/sanction at that time, r.otwithstanding the 
fact that overall actual expenditure had not exceeded the overall 
sanctioned estimates. The Committee also feel that it ill irregular 
to incur large expel'lmtme in excess of the sanetioned 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, 
arW 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 estimat~s of the Simon Carves Sulphuric Acid Plant; 
these are under examination. 

[Ministry of Petroleum and Chemicals O.M. No. 125(28\/72-Ferts. 
nt, dated 15-11-1973J 

FUJ;'iher IQformation C.l\ed 'or Ity the Committee 

Nothing has b~en said in the reply about the finalisation/appro-
val Qf the revised cost estimates of the Simon C~rves Sulphuric 
Acid Plant. It is therefore requested that information in this re:,ard 
m~y please be furnished to this Secretariat immedi~tely. 

(L.S. Sectt. a.M. No. 15-PU/73, Dt. 24-12-197;:J) 

F1u*lt~ ~¥ly 9f (#lv,ram"Qt* 
The first revised project cost estimate of the sulphuric acie! plant 

was approved by the Government in April, 19~9. These estimates 
were based on the assumption that the pl~nt wo~d go into t'pmmer-
cial productio,n by April, 1969. However, the Com~~rcial prQduct~on 
could cornm:et\ce only ioward,s the en~ of September, 1971, I)ece~
sit§~ing a further rev'i$~on of tqe cost e~timatf;s. The further revised 
cpst estimat~s were received \n the Ministry to~ards th~ ep~ of 
Qctpber, lQ73 ~qd ~e beil'g exan;liqed. 
(Mi~t.ttv of Petroltum and Chemicals O.M. No. 1»(&8) /72-Ferts. 

, Ill, dated 11 -1-·1974 J 

*Not vetted by Audit. 
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.. c ...... eadati_ (SerW No. it) 

It is needless for the Committee to point olrl that Wilen the 
cost of production of pyrites at Amjhore is brought down and the 
pri 'e at whiea thepyrite9 wou~ be sUPPlieal by PPCL to leI '.ttled 
the eeenom·ks of the Sulphuric Acid Plant at Sindri would continue 
to be precarious. The Committee note that the cost of production 
of Sulphuric Acid as estimated tn Aug'lSt, It&t was Rs. 144.65 per 
tonne, but the actual cost of production was as high as Rs. 427.17 
per tonne from pyrites of 83+3 per cent S. grade ore and Rs. 380.15 
per tonne from pyrites at 33+9 per cent S. grade ore. The actual cost 
was based on the assumption that in caSe (A) the cost of pyrites 
will be Rs. 100/_ per tonne ex-Dehri on Sone excluding royalty and 
satE!s tax aoo in case (B) Rs. 200/- per tonne. Although the Mazum-
dat AW&Td is the'te, the FeI has not accepted the basis on which 
PPCL is billing them. The Committee need hardly stress that Gov-
ernment should ta'ke decision as to which of the two grades 9f ore 
they would like Amjhore Mine to provide depending on the extent 
to which they are willing to bear the financial burden 1M) that this 
issue of fixing a sale price ilO settled without loss of any fUl'ther 
time. (Paragraph 7.73). 

Reply of Government· 

The Committee's observations regarding the high cost of J:"l"Oduc-
tion of sulphuri'? acid resulting from high cost of production of 
pyrites ore have been noted. Every possible eftOft 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 33+3 per cent'S' grade except some small 
quantity of different grades iluppIied earlier. The cost of production 
of sulphuric acid worked out at Rs. 380.15 per ,onne in Case (A) 
is based on a iale price of Rs. 150/- per tonne of pyrites (ex-DehPi-
on Sone exc1udin~ roy.alty and sales tax) flf 33+3 per cent '8' Grade 
ore and in caSe (B). the cost of production of sulphuri ~ 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 saln t.x) of pyrite ore of the 
same grade. i.e. 33+3 per cent'S' [The Comptroller and Auditor 
General of India has pointed out that the aetuaI cost of production 
of sulphurie acid during the period 1-10-1971 to 31-3-1972 was Ks. 
3'M.6t per tonne in Case (h) and Its. 424.54 in cue ~).J 

Itf ftR! flint of l'actUat veribt.,.., the M'inistl"f of PftrohMtn IIfId OleMal. haw 
stilted that tile Chief Cost AOOOWlIlI Officer r,f the Ministry flf Fillaace .... 1I.i~ ht-~. 
rrq"e~· cd . 0 pndr' fakr h' cos s' nly (If P' rites with a "jew to determining a fait seninlt 
rr.ee for the (Ire ('if the IIfrrcsIW grade. A'!I!!MII 88 hlB Report il ffilIItttd. 11l11li dtd!Iin« 
;n the mattcr would I'C taken, 
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As regards 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) 172.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 
1969-70. 

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

~ommendation (Serial No. 26) 

The committee would like to poirit 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, 
(ncluding sulphuric acid plant close to the mine site. The Commit-
tee hope that this aspect be kept in view when theSaladipura pyrites 
deposits are developed. (Paragraph 9.12). 

Reply of Govemment 

Government have noted the suggestion of the Committee. It 
may, however, be pointed out that subsequent to the setting up of 
Simon Carves Plant, another !;ulphuric acid plant (Bulgarian Plant) 
based on Amjhore pyrites is being set up at Sindri as a part of the 
Sindrl Rationalisation Scheme. On a reqt1est from Government of 
Bihar for shiftin~ the Bul~arian Plant to Amjhore, the matter was 
examined in depth but it was found that both from the an~le of 
economics and operation, it would be of deftnite 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 
aetd and Triple Superphosphate. Th~ ~-product gyp$lm 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 OM. No. 125(28) /72-Ferts. 
IJ:I, dated 8-U. .. 1973] 

Recommendation (Serial No. 32) 

The Committee are surprised to find that in spite of the fact that 
a Dire:tor of the Fertilizer Corporation' of India is the Chairman of 
th~ Pyrites, Phosphates and Chemicals Limited, there is lack of 
coordination between the two Public Undertakings and many points 
of qispute exist between them vitally affecting the working of the 
PXrit!-!s, Phosphates and Chemicals Limited. It only goes to prove 
the apprehension of the Committee that a part4lime 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 Reform\; Commission which had 
been accepted by the Government. (Paragraph 12.5). 

Reply of GOVel'lUlleDt 

The recommendation of the Committee has beeIl noted. While 
the need to have a whole time Chairman and Managing Director 
would be revieWed at ah appropriate time with regard to the 
work load and other relevant factors including the development of 
the Saladipura Pyrites Deposits, 'it is' considered that in view of the 
present close linkage between Fertilizer Corporation of India and 
Pyrites, Phosphates and Chemicals Limited it would for the preJent 
be in the best interests of Pyrites, Phosphates and Chemicals Urnl-
ted to haVe a Director of the Fertilizer Corporation of India as its 
Chairman. , 

[Ministry of Petroleum and Chemicals, O.M. No. 1~(28) /72 .. Ferts. 
Ill, dated 4-10-1973] 
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B~~DdaUo. (Serial No. 33) 

The Committee note that at present the Chief M.ia.i.ng ;E~r 
Amjhorc Mines is also performing the duties of the Manasin& P.i!r.ec-
tor. Needless to say that in an organisat,i,Qn like the Pyrites, Phos-
ph&tes and Chemicals Limited which has its projects spread over 
in thl'ee diffe.rent States, the Managing Directo,r bas to perform 
onerous dllties and it is too much to ex.pect the Chief Mining Engi. 
neer to do justice to his duties bo.th as the Chjef Mining Engineer 
and thf' Managing Director. It is unfortunate, the Gove,rnment have 
not fU~t'ti up the post of the Managing Director on a regular basis 
fAll, ~\Ie,l' .QIle y.ear. The Committee hope tha.t the Government would 
SQGD, ,~ a pe11son to perform exclusively the duties of the Chair-
man-cum-Managing Director, so that undivided attention may be 
giveJ) for the improvement' of the Undertaking. (Paragraph 12.6) . 

• ~y of GeN.eQlDent 

, 'rhe PQst of Managi~g Pire :tor has bee~ filled on J:egular basis 
with effect f.rom 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-
c{)mJ;X)endation No. 32. 
[~wy of ~~eua ancl enelDicaIs, O.M. NQ. 125(28) /72~erts. 

DIll, dated (,,10-1973] 

A&eco~_a&n (.Ser.ia1 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!km'\e 'extent affected the effiCiency in the 
working of the mines. The Committee would, therefore, like Gov-
ei'ilmel'tttUntterialting ,to give a serious thought to this ptob-Iem and 
'tHe ~on~ lneaMH'esto provide the net'essaryhousing and trans-
pol't- facMWites t() '~e workers (,Paragl'9ph 12.32). 

Reply ,of ~.-...t 

Jly.r~~.PhQ$pba~s ~~d Chemicals ,Limited already have a plan 
.to c.onatJ:.~~t· l80nlUJ).Qe.rs of ~r's, qual1ters dulling the current 
y~ b~1. i_j~""ijQn na&- bien beld up because the land re-
quired for the purpose has not yet been handed over to ,Ule Com-
pany. Compensation for the said land has already been deposited 
.w.i*b -the ~teGoV~1ru~nt. Pyrites, Phosphates and Che:micals 
1J,rniUld ;have a 'further programme qf constructing a large number 
of miners' quarters when the revised programme for production of 



31 
9113 tonnes per day of ore is taken up for implementation.· Similarly, 
transport fa:ilities are also proposed to be provided to the daily 
rated wOl'kers to enable them to reach the mine adits when the 
e~onp,rocramme of th~ mines is implemented. Necessary 
p.rovision, in this regard, has been made in the cost estimates of 
the revisedprojec.t. 
{Ministry of Petroleum and Chemicals O.M. No. 125~28) 172~Fer.ta III 

dated 8-11-73] 
Recommendation (Se~ial No. 37) 

The Committee are concerned to note that the Amjhote mines 
lla~e not been able to produce the requisite tyPe of pyrites ore (40 
per ,cent S. Grade quali~). on which the Sul",huric Acid Plant of 
Si~ciri was based. The cost of conversion of the 33+3 per ('ent ore 
~y beneficiation for supply to the Sindri Plant is also prt)hititi'Ve. 
As a result, the entire project of mining of pyrites and th~n produe-
109 sulphuric~cid out of it, has run into difficulties. The choice Is 
either to use lean pyrite with elemental sulphur or to beneflciate 
py:·ites. The cost of product:on of pyrites ore at Amjhore mines has 
also been very high. Even assuming that the plant is able to pro-
duce ore of 33+3 per cent S grade ore at this co·t and the roasters/ 
,plsnts are sui.tably modified to use 3{}.-36 per cent S. Grade for pro-
dueing aeid to full capacity the cost of production of sulphuric acid 
would come to Rs. 283 per tonne as against the tost of Rs. 196 per 
tonne with elemental sulphur and Rs. 253 per tonne with m'xing 
sulphw- and pyrites. However, before deciding on any of the alter-
natives. the production capacity of the Amjhore mines and the ex-
tent of foreign exchange reqtlired for il'Ylport 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 cust and 
operating cost compared to sulphur based 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 malket with 
other plants based on imporWd raw materials. 

The Committee Were informed that until the Simon Cal'Ves Plant 
and the Bulgarian Plant go into production to achieve 1200 tl)nnes 
of acid per day, the cost of ore/acid cannot h~ lower. The Coffltt11t· 
tee. therefore. recommend that Government should ensure thnt 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 ] 3.2~). 
-----------_ .. _----------
·Not vetted by Audit. '-- .. 
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"'Reply of Government 

Pyrites, Phosphates and Chemicals Limited are in a position to 
supply 33+3 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 
~roduction of 200,000 tonnes/annum and at sulphur price of Rs. 275 
per tonne elF) while an expenditure of Rs. 282 lakhs in forei~n ex~ 
chan~e would be required if the plant i~;"t6 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 typ<> 
based on an indigenous raw material like pyrites would have to be 
cOr;lsidered 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 15-11-1973]. 

Recommendation (Serial No. 38) 

The Committee also recommpnd that the economics of the altemB-
tives for use of the Amjhore ore should be critically examined and 
flnal decision arrived at. Government should also take steps to flx 
the cost of pyrites ore to the mutual benefit of PPCL and FC!. 

(Paragraph 13.23). 

Replv of Government 

The economics of alternatives for use of Amjhore pyrites has al-
reody 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 emp10y-
ment opportunities to the local population, revenue to the State Gov-
ernments and the Meneral 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 comparativeJy 

-----------
. • ~~rding to Audit reply not 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 

As reaarcis ijxation of co~t of pyrites ore, attention is invited to 
Government's reply to Recommendation No. 31. 

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

Recommendation (Serial No. 39) 

The Committee .are distressed to note that the Company had suf· 
fered a loss of as. 126.26 lakhs upto 31st March, 1972 which comes 
t.o 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 elempntal 
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·talteft .b;. I·the· Management/ 
Government to accelerate the production in the two8ulphUric 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). 

Beplyof Government· 

As stated in the reply- to. recommendation No.7, the Simon Carves 
Sulphuric Acid Plant, after rectification of defects, is expected to 
achieve hi~her levels of production by end of 1973 or beginning of 
1974. and the Bulaarian Sulphuric Acid plant is expected to be com-
missioned by the middle of 1974 if the schedule of delivery of equjp· 
ments presently indicated by the suppliers is maintained. 

, " I 

[Min. of Petroleum and Chemicals O.M. No. 125(28) /72-Fcrts. 
In dated 15-11-197~]. 

-Not vetted by Audit. 
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RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEM"ED Bt' THE 

COMMITTEE 

'l'he Committee are surprise to find that even after the lapse of 
four years, the revised estimates a}>Pl'OVe'd by thi!! Board in January, 
1968 have not been sanctioned by the Government due to n011-
tinaijsation of theWlit cost Off minlng pytites o~ and' the decision 
t,o COll5trl4Ct the Bulgarian Acid Piant a1'KI t~n!by enlargn the 
sco,ne 01 the project. The committee were ir'tfotrt1ed that a fresh 
revised ,estimate is being prepared under the enlarged scop and 
that Gov,wRment would take 8 declsiOll about the revised estimates 
and sale price of pyrites thereafter. The Committ~e take a ~erious 
view that theCQmpany was allowed to continue to incur experldi-
tUl"e on the project withQut any sanction of flhe ~V1sed eMirilates by 
Government and evert before determining the econoti1ics of the pro-
ject. The Committee would ,stronRly urg.e that Government tlhould 
,carefw.ly examine the economics of the revised project from all as-
pects and ~ake steps to sanction the revised estimates without any 
further delay. 

(Paragraph 2.19). 

Reply of Government 

The revised project cost estim~tes for a production of 900 tonnes 
of pyrites per day haVE! been recetvt!d by the Government and are 
being examind carfully keeping in viw the observations mad by 
the Committee. Cost estimates o.f the project are expected to be 
approved early. 

[Min. of Petroleum and Chemit:als O.M. No. 125 (1m) 1'I2-Ff!rts. 
UI dated 16·11-1UTA]. 

Further Information Called for by the Committee 

The reVieed 9tlmates originally approved by the Board in Jan-
uary, 1968 were being revised again enlarging the scope. There Is 

"4 
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no ~dication ill the Gov.erwnent's reply as to when the revised esti-
~~ were ac.tuaUy received by them and how soon they ~xpect to 
~Ilt"iln 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]. 

The Revised Project Report for the production of 900 tonnes of 
pyrites ore lWtl' day, as approved bytbe Board of Direetors of Pyrites, 
Phosphates and Chemicals Limited, was received on l-8th April, ~973. 
It has been under discussion in the context of the diftlculti.es that 
arose as a remIt of the reduced off-take of ore by the Sindri Sulphu-
ric Acid Plant. This, in turn stood in the way of optimum utWaa-
tion of the facilities already developed at Amjhore. Tbere ii also 
the connected question of synchronising development of the mine 
f~cilities with the plans for stepping up sulphuric acid producUon at 
Sindhri. In the light of these dilK!ussions etc. the scheme is heing 
suitably rephased and the matter will be placed before the Public 
In:vestmentBoar-J for investment decision as soon as p6ssible. 

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

~nts of t-he Committee 

Please see Chapter I of the Report. 

~mend__ (.serial No.3) 

The Committee would also like in this connection to draw the 
attelltion of Government to paras 1.7 and 1.9 of the Fiftieth RePQI't 
Qf the Public Accounts Com~ttee(Fourth Lok Babha) on New Ser-
vicE!sand New Instrument of ServIce and stress that ettective action 
should be taken by the Government to implement the recommenda-
tions and' take ,Prior approval of Par.HameDit in cue af :1ubatantlal 
revision. Th Committee also expect that while examining the que~ 
tion of according "PProv~ to reviedes.timates Government would 
seriously consider its effects on the economics of the Proied. The 
-_ ... _--'----- .. ------_ .. _-_. ------~.-----

-N ot vetted 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 matteT 
should be specifically brought to the notice of Parliament without 
avoidable delay. 

Reply of Government 

The matter is under consideration. 

(Paragraph 2.20) 

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

Further Information calUed 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 revjs~d 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 hl 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 iE being 
suitably rephased and the matter will be p~aced before the Public 
Investment Board for investment decision as soon as possible. 

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

Comments of the Committee 

Please see Chapter I of the Report. _ ... _-_. __ . ----
-Not vetted by Audit, 
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Recemmendation (Serial No. 11) 

The Committee noted that the detiled project report prepared 
by the Company in July, 1964 and sanctioned by Goverument 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 reports 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 Comm~ttee were 
informed that because of delay in placing the order and '1nccrtainty 
in release of foreign exchange the orders had to be placp.d in one lot. 
The Committee regret to note that there was gross undp.T-utiIisation 
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, a~ 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 Rcquire those equipment should have been carefully gone into 
inItially, after a detailed study of the geological ('oncHtions. The 
Committee were informed that the provision for the procurement 
of the equipment was made in the Detailed Project Rf'port by the 
Company to accelerate the pace of development of thl' mine and 
to ~nchronise it with the date of commissioning of the Sulphuric 
acid plant at Sindri in September. 1968. The Committee regret to 
find that the objective with which the Company had gone in for the 
equipment had not been achieved. The Committee feel thnt the 
need for deployment of equipment should have been closely exa-
mined after taking into account all the relevant factors and the puJ'oo 
chase if at all should have been made in a phased mannf't as recom-
mended by Technical Advisory Committee after gainin~ experience 
instead of enquiring the equipment in one lot. 

The Committee also regret to note that in order to l"laltc use of 
the loaders and shuttle cars, which were found unsuitable under 
the geo]o~cal conditions prevailing in the mines. the Cf)mp~ny 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 
Oetailed Project Report which was examined in detail by the Tech-
nical Advisory Committee 09n11iiltia, of emi1IeM mroifWg experts. 
The Committee's recommendation fOf' effecting purchallle3 of equip'" 
men~s on a phaied basis could not be acted upon in view of the 
constraint on our foreign exchange resoureel. The time schedule 
for the completion of the mining project had also to be eomptessed 
so as to match the pyrites requirement of the sulphur it acid l'lant 
at Sindri. 

As regards 6.16 it is submitted that poor roof conditions 'Were 
noticed while using the ihuttle cars and loaders and the g:lrJeries 
had to be supported by timber/steel supperts. The extra expendI-
ture on the supports was necessary to ensure safety ar~d uti'li!l'ati:lI'} 
of the equipment already purchased. Whe:t it became clear, haw-
evpr, that even the extra expenditure was not resultin~ il'l economic 
utilisation of the sQ.uttle cars and loaders, the company decided to 
withdraw them and also narrow down the sb:e of the g"Uel'ie:.;, thu!ol 
reducIng use of timber/steel supports. This being tht:: first pyrite 
mine to be developed in the country, the company was nperalbg f,')r 
the first time in many areas. 

[Mir.istry of Petroleum nnd Chemkals. O.M. No. ] 25(28) /72-Ferts. 
III, dated 15-11-1973] 

C.mmeltts of the Cemmfttee 

Plef!s~ see Chapter II of the Report. 

Recpmlllendation (Serial No. 12.) 

The Committee regret to note that in spite of the l"~ccnunend.1-
tionR m the Technical Advisory Committee that thf' machinery 
sh~l1ld ~ procured in phases, the Company procured in 19157-63 and 
19Q..6!J all the key mir.ing machinery of value of Rs. ~a7 lakhs .tur 
production of 800 tonnes of pyrites ore per day. wh~rens it was 
decided in December, 1969 to freeze the production at '.10.0 tonne3 
per day thu~ rendering equipment of the value of R!ol. lfi6.SQ lakh:; 
surplus. Out of these, machinery wfi)rth Rs. 71,81 laltl:15 hnd been 
db:nosed of or transferred to other projects and mal~hinel'Y wClrtb-
R.. ... 95.08 lakhs were still pending disposal. The Comll1.iHee wouid 
like to be informed whether the transfel'red eq.uipme·~ts have! been 
put to full productive use. The Committee take a ~t'.ious view Gi 
the purchase of the key mining machinery in one lot ill disre~al-d 
ot the recommendation of the Technical Advisory Committee auet 



39 

witho~t a careful assessment of the demand and a ftrm commitment 
for the pyri~. The Committee recommead that the matter should 
be furtht'r investigated and respon.lliOitity 1bc:eet on th(! erring oIR-
cers and the Committee informed of the action taken. The Commit-
t. lilac de'sired that the Company should take steps to assess their 
r..-iJremeab of pInt and maohinery k-eeping in view tt}eir ptoduc-
tion plogramrne in the near future and to dispose of ~urplus. equip-
ment In the best interest of tihe project. 

(PAragraph 6.21) 

'The reasons and the necessity for purchasing the equipment in 
onE' lot rathE'r than in a phased manner, as recQmmended by the 
Technical Advisory Committee, have been expl~ined in I'eply to 
recommendation No. 11. The Managing Director, PYFi~es, Phes-
phate3 and Chemicals Limited has been asked to further iByeet!-
gate. with a view to fixing responsibility, the circumstances in which 
the key minmg machinery was purchased in one lot. 

2. Pyrites, Phosphates al:d Chemicals Limited have sinct:! sold 
eql1i pments worth Rs. 61 lakhs alongwith their spares to MIs. Hin-
du~tan Copper Limited and Mis. National Coal Development Cor-
poriltion. Some surplus equipment has also been transferred tQ the 
Saiadip'lra project of the company ana 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" ist~y of Petroleum BiRd Chemicals O.M. No. 125(28) /72-Ferts. 
nI, dated 15-11-1973.] 

Further Inf~rmiltiOQ catled for by the CQmnaittee 

The Ministry have. informed th~t the Managing Director has 
be~n asked to \ investigate the circurp.stancell in which key mining 
m(lchi:.ery were purcllased (lnd in one lot, with a view to fixing th~ 
re!'pon~ibmty . 

Please intimate tl1e date on whic;h ~he Managin~ DIrector Wi);; 

asked to investiga~ the matter apd reasOf\s for d~lay in taking 
action. 

It may abo be pointed out that Rs. 71.81 lakhs worth of maehin-
ery had been stated to have been disposed of or transff!rred to other 
projects and machinery worth Rs. 95.08 lakh'! were stm pendtTt~ 
disposal. In their reply the Ministry have informed thnt Rs. 61 
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lclkhs worth of equipment along with the spare haVf~ been sold to 
Hindustan Copper ,Ltd. and MIs. NCDC and some surplus equipment 
have been transferred to Saladipura. 

Please clarify whether these are out of theRs. 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 
surpJus equipment transferred to Saladipura. 

[Lok Sabha Sectt. O.M. No. 15-PUj73, dated 13-121-1973.] 

Further Reply of Government· 

The Managing Director, Pyrites, Phosphates and ChemicalJ 
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. 125j28j72-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 1)y the Fertilizer Corporation of 
India de-jure is that the operating results of the Sulphuric Acid 
Plant are neither refiected 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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./Of. the high cost of pyrites due to ,which the working of the sulphuric 
.acId plant would be uneconomlcal resUlting in loss to Fertilizer' 
..corporation of India. The Committee . were infonned that the . GoV'-
~rnment hope to take a decision in tile matter after the· receipt at 
.the revised project report from the Pyrites Phosphates and Chemi, 
cals Limited for the production of 900 to~nes 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 Chemicals 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 effect(!d 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, Phosphate. 
and Chemicals Limited. (Paragraph No. 8.5). 

Reply of Government 

In regord to the price to be paid by Fertilizer Corporation of 
In.dian 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) 172 Ferts. 

Comments of the Committee 

Please see Chapter I of the Report. 

III dt. 4-10-1973)]. 

Recommendation (Serial No. 23) 

The Committee regret to note that up to 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, 
r~sulting 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- tonne. was noticed at the time ot 
physical verification of stock. The Committee also regret to find 
that durIng the transit of ore from Amjhore to Sindri some of the 
3703 LS-4. 



wagons were even found missing. The Committee would like to> 
be infonned whether compensation has been obtafned from the 
Railways for the 10s8 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 tn 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 thee 
material were being recorded on the basis of R.D.R. weights. The 
Committee have been informed that some steps have since beeD 
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 mat~ 
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 weight!i 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 oxidationldeterioration is bound to 
take place even in covered storage within a short period. . 

[Ministry of Petroleum & Chemicals O.M. No.125 (28)172-Ferts. III 
dt. 15-11-73J .. 

·Not vetted by Audit. 
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Further l.formatioD ~alled 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. a.M. No. 15-PU173 dated 13-12-1973] 

Further RepJy 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 
daims are given below:-

Wagon No. RR No. Date Claim Date of 
Amount claim --- Rs. 

I. WR 22048 597806 04-II-68 4110' 30 24-03-69 

2. SR 15839 985425 14-10-69 6337'86 10-01-70 

3. EG 20138 85923 03-07-69 615 1'73 24-02-70 

4. EC 9381 2 597334 31 - 07-68 4361' 50 17-J2-~8 

The clairns were lodged in time. The claims mention in S. 
Nos. 1, 2 & 3 are being pursued with the Ra.i!ways. 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. 125128172-Fert. III dated 22-12-1973]. 
Comments of the Committee 

Pleased see Chapter I of the Report. 

Recommendation (Serial No. It) 

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 months in 1'968-69 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 was carrying a large sto&: of 

·Not vetted by Audit. 



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 holdin~s. 
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 RS. 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) I 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-PUI73 dated 13-1~1973]~ 

Farther reply of Government-

Tbe 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 is expected to be 
submitted by February, 1974. 

[Ministry of Petroleum & Chemicals O.M. No. 1251281'72-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 are, 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 eftects 
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 ~he supplementary 
report have been received but those of the Fertilizer Corporation 
of Il].dia are awaited. A final decision in the matter would be 
taken as soon as the views of Fertilizer Corporation of India be-
come available. 

[Ministry of Petroleum & Chemicals O.M. No. 125(28)172-Ferts. III 
. 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 tonne. per 
day was 240. Aa against this the actual number of persons employ-
ed as on 31-3-1972 was 404. It has been 8tated that the DPR cUd 

-Not vetted by Audit. 



not co~tain provision for certain categories 01. 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 al"count 
the reports of such works study. 

The representative of the Ministry assured the Committee during 
evidence that efforts were being made to re-Iocate the surplus staff 
in other public sector proj,ects. 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 oft'-
take of 'pyrite ore. With the increase ~ production levels,. some sur-
plus i5taff wUl be absorbed in the 1Jlme 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 
-ConstrllCtion Limited, Bharat Coking Coal Limited.. etc. A mf!1ISUI'e 
. of success has already been achieved in this direction with the Bin-
dustan Copper Limited having absprbed 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 MIs Ibcon Limited Calcutta for carrying out the 
_following studies:-

(i) Organisation & Managerial manpower planning for eer. 
porateand unit level at Amjhore. 

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

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

The management of Pyrites, Phosphates and Chemicals Limited 
:is also considering creation of an Industrial Engineering Cell in the 
Company to carry out, as suggested by the Committee, work st\ldy 
lPeriodically so as to employ the staff more usefully. 

[Ministry of Petroleum and Chemicals, O.M. No. 125(28) /7~ 
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 sdenti-
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. (Paragrapb 
~~.{~ 

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 1?ossible 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 goneupto 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. 'l'he 
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 ia the notice 
inviting tender for the work, the sulphur content 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 lit 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 apd 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-PUj73, 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. 1251 28 1 72-Fert. III 
dated 22-12-1973.] 

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

The Committee are surprised to find that though there was di ... 
pute in establishing sulphur efficiency guarantee in February, 1i70 
due to difficulties in obtaining pyrites of 40 per cent S. grade, the 
FC! in December, 1970 with a trial appraisal conducted with 31 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 gU$rantee perfor1l).ance teats and 
the contractor has agreed to carry out the modifications/rectlficaUon 
of the plant at his own cost, in terms of a protocol of an arrSMement 
agreed in March, 1971 between the FCI and the contractor. 

The Committee are surprised to find that the full contractuallia-
biUty 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 ~n 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 grade 
pyrites); there was also the problem of supply of a large qu~ntity 
of 40 per cent S. ore within a short-time. After careful consldera-
tion the Corporation felt that such heavy expenditure should not be 
inc~red, particularly when the plant was to depend for all time to 
come on ore of lesser sulphur content. Moreover, the penalties re-
coverable from MIs Simon Carves under the contract were not very 
significant compared to the extra expenditure required on upgrading 
the ore tprough 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 ~ould 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 c0ntractor 
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 d~lay 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 guaranteeq 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. III, dated 15-11-19731 

Fmtherinformation called for by tbe 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. O.M. No. 15-PU/73 dated is-12·1973.} 
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*FurtherReply of Goveriunent 

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

[Ministry of Petroleum & Chemicals O.M. No. 125/28f12-Fert. III 
dated 22-12-1973.] 

Recommendation (Serial No. 21) 

The Committee are distressed over the loss of Rs. 5.73 laklls 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 FeI 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 beneftc&-
tion of ore and despatched them rather than allowed them to remain. 
It is regrettable that instead of taking prompt action either to pur-
Buade 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 pnd 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. 

(Paragnlph. 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. 125128172-
Ferts. In, dated 15-11-1973] 

*N ot vetted by Audit. 
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Further Information called for by tbe 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-PU173 dated 13-12-1973] 

·Further Reply of Government 

The case will be investigated by the Additional Secr~tary in the 
Ministry 

[Ministry of Petroleum & Chemicals C.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 b(Jth 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 evenjhough 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 ~. grade" which was definitely beyond the 
capacity of the Amjhore mines. Trit Committee were informed that 
the decision to go in for the 13ulgarian Sulphuric Acid Plant at 43 per 
cent S. grade ore was based on the information furnishcd 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 d decision was 

taken, based on incorred 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 matt~r 
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 guaranteed out-
put. (Paragraphs 8.44 and 8.45). 

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 exp)aill~d 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 sy'stem 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 15·11-73.1 

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 ill the matter and 
latest position in this regard. 

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

• According to Audit Reply rwt 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 125J28J72-Fert III 

dated 22-12·1973.] 

NEW DELHI, 
March 4, 1974 
Phalguna 13, 1895 (Saka) 

SUBHADRA JOSHI, 
Chairman 

Committee on Public Undertakings. 



APPENDIX 
(Vide Para 5 of Introduction) 

Analysis of the action taken by Government o!'. thl! recommenda-
tions contained in the Thirty-ninth Report of the CommJttee on 
Public Undertakings (Fifth Lok Sabha). 

I. 
II. 

,III. 

IV. 

V. 

Total number of recommendations 

R.ecommedations that has been accepted by Government 
(fJid. recommendations at SI. Nos. I, 4, 6, 17. 25, a7, :1.8, 
30. 40, 41, 4:1. and 43 • • • • • • 

Number 

Percentage of total 

Recommendations which the Committee do not deaJre to 
pursue in view of GoYemment'. repUea (vid. recommen-
dations at S1. Nos. 5, 7, 10, 13, 14. 16. 19,23, a6, 32, 33, 
36. 37, 38, and 39 • . . . . . 

Number 

Percentage of total 

Rec:onunendationa in reapect of which repUea of Government 
have not been accepted by the Committee (wu recommen-
dationa at 51. Nos. 2, 3. II, 1:1..20.23,29,31,34, and 35 

Number • 

Percentage of total· 

Recommendation, in respect of which final repUes of 
Government are adll awaited (fJid. recommendatiODI at SI. 
NOI. 8. 15. 18, al and 24 

Number 

Percentage of total· 
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