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INTRODUcnON 

I, the Chairmaa, Committee on Public Undertakings having been 
authorised by the Committee to submit the Report on their behalf present 
this Sixtieth Report on the Action Taken by Government on the 
recommendations containoci in the Thirty-seventh Report of the Committee 
on Public Undertakings (Fifth Lok Sabha) on National Mineral Develop
ment Corporation Ltd. 

2. The Thirty-seventh Report of the Committee was presented to Lok 
Sabha on the 27th April, 1973. Government furnished their replies 
indicating the action taken on the recommendations contained in that. 
Report in batches and the last batch of replies was received on the 4th 
January, 1974. Further information in respect of some of the recom
mendations was called for by the Committee from the Government on the 
19th November and 5th December, 1973 and replies to these were received 
from Government by the 12th February, 1975. 

3. The replies of Government to the recommendations contained in the 
aforesaid report were considered by the Sub-Committee on Action Taken 
Reports at their sittings held on 19th October, 1974 and 7th January, 1975 
respectively and approved. 

4. The draft Action Taken Report was considered and adopted by 
the Committee of Public Undertakings at their sitting held on the 4th 
March, 1975. The Committee authorised the Chairman to finalise the 
Report and present it to Parliament. 

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

I. Report. 

II. Recommendations that have been accepted by Government. 

III. Recommeadations which the Committee do not desire to pursue 
in view of Government's replies. 

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

V. Recommendations in respect of which final replies of Govern

ment are still awaited. 

vii 



viii 

6. An analysis of the Action Taken by Government on the reCOM
mendations contained in the Thirty-sixth Report of the Committee is given 
in Appendix V of this Report. It would be observed therefrom that out 
of 56 recommendations contained in the Report, 12 per cent have been 
accepted by the Government and the Committee do not desire to pursue 
52 per cent of the recommendations in view of Government's replies. 
Replies in respect of 27 per cent of the recommendations have not been 
accepted by the Committee. 

NEW DELHI: 
April 3, 1975 
Chaitra 13. 1897 

NAWAL KISHORE SHARMA, 
Chairman. 

Committee on Public Undertakings. 



CHAPTER I 

REPORT 

Settlement of Selling Price of the Fines 

(Recommendation Serial Nos .. 9 and 16 and 19, Paragraphs 3.51. 3.103 
and 4.20 

1. In recommendation at Paragraph 3.51 of their 37th Report, the 
.Committee on Public Undertakings recommended that the Corpora~ion/ 
Ministry should resolve the differences with Bokaro Steel Limited and 
arrive at a reasonable settlement of the selling price of the beneficiated 
fines to Bokaro Steel Limited without any further delay. 

2. In their reply (September, 1973), the Government stated that 
recommendation of the Committee had been noted and the Nati~nal 
Mineral Development Corporation and Bokaro Steel Limited were 
requested to settle the selling price of the beneficiated fines as early as 
possible. 

3. On further clarification, the Government in their reply (January, 
1974) stated that the question of fixation of price for lumps, fines and 
beneficiated fines were stilI under consideration of the Steel Authority 
of India Limited. They proposed to hold a meeting during January. 1974 
to finalise the issue. 

4. ]n recommendation No. 16 (Par.agraph No. 3.103), the Committee 
noted that 1i0 far no value had been allotted to the fines generated and 
which were transferred to Bokaro Steel Plant. The Committee stronglY 
urged that the Corporation/Government should expedite the settlement 
of the price of iron ore of fines which would have a bearing on the cost 
of production of iron are. 

S. The Committee in their recommendation at Serial No. -19 (Para
graph 4.20) 'Doted that NMDC which was already running in losses did 
not know the final financial implications of the modification scheme as 
there was a difference in the sale price claimed by NMDC and the price 
which Bokaro Steel Plant were 'ptepared to pay. The difference had 
risen chiefly on account of the me.thod of calculating depreciation and 
return on equity capital investment. The Committee were surprised that 
though the matter was referred to the GovernmentlBureau of Public 
Enterprises in December, 1969, even after a lapse of more than three 
year no final decision had been given in the matter. The Committee 
recommended thet the matter should be settled without further delay. The 
Committee desired that the settlement of the price should be equitable 
and fair to both the NMDC and Bokaro Steet Plant. 

6. The Ministry ltated (October. 1973) tM& the .. tter wu taken 
lIP ., die N.M.D.C. wkb SAn.. of wbkh MliLD.C..... "'0 wen ..... ·.0 
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7. On further clarification, the Government stated that the matter of 
.fixation of price of lump, fines and beneficiated fines to be supplied to 
Bokaro Steel Plant was to be decided by the Steel Authority of India 
Limited. of which both the Corporations are subsidiaries. Necessary cost 
data had been submitted to SAIL. 

8. The Government in their further reply (December, 1974) stated 
that for the year 1974-75 NMDC would be paid by Bokaro Steel Plant 
at the rate of Rs. 28.35 per tonne for iron ore lumps and Rs. 22.16 per 
tonne for fines plus royalty and cess as per actuals, FOR Kiruburu. 

For supplies made to Bokaro prior to 1974-75 the price to be paid 
had not yet been finalised. Similarly. for supplies to be made from 1st 
April, 1975 onwards fresh price would be negotiated in due course. 

9. The Committee note that tbe Government stated as early as in 
October, 1973 that the matter of fixation of price of lumps, fines and 
beneficiated fines to be supplied to Bokaro Steel Plant was to be decided 
by the Steel Authority of India to which the necessary cost data bad been 
submitted and a meeting was to be held during January, 1974 for finalis
ing the issue. The Committee are surprised to find that even now no 
decision has been taken in regard to supplies made prior to 1974-75 and 
prices have been fixed onll' in respect of lumps and fines supplied during 
1974-75 and no rate has been fixed in respect of beneficiated fines. The 
Committee depreciate this long delay in tbe settlement of the price of the 
ore as this will have a bearing on the working results of the NMDC as 
well as the Bokaro Steel Plant. The Committee, therefore, like that this 
matter should be given priority and the prices of lumps, fines a.nd bene
ficiated fines supplied prior to 1974-75 settled without any further delay. 
The Committee also recommend that SAIL and the Ministry should 
ensure that fixation of price of ore is settled well in time so that the 
liability on this account is dearly known both to BSL aDd N.M.D.C. 

Plant and Machinery-Kiriburu Modification and Expansion Scheme 

Recommendation Serial No. 18 (Paragraph 4.19) 

to. The Committee found that the ratio of lump to fine had been 
stated to be varying from 44 : 56 to 55 : 45. The Committee pointed 
·out that in such a vital matter there should be precision and certainty for 
it affects the entire pattern of production, the type of equipment required 
etc. The Committee hoped that the matter had at least now been settled 
leaving no room for doubt. The Committee suggested that the ratio of 
lump t(l fine should be such as would ensure the best utilisation of the 
iron ore resources at this mine consistent with the technological require
.ments of Bokaro and other steel plants. 
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11. The Government in their reply (October, 1973) stated that the 
··nbservations of the Committee had been noted. 

12. On clarification the Government in a further reply (February, 
1974) stated tbat-

(i) Present ratios were lump 44 per cent, fines 38 per cent and 
slime 18 per cent. 

(ii) There was no longer any dispute or variation so far as tho 
lump fine ratio was concerned. 

(iii) The expansion and modification scheme had been specifically 
drawn up to yield products in quantities and specifications 

conforming to the actual requirements of BSL. 

13. The Committee regret to note fllat there has not been any substan
tial improvement in the ratio of lamp to fines as even now the ratio ef 
'Iamp to fines is of the older ef IlIIIIp 44 per cent, fine 38' pe'I' cent and 
sUme 18 per cent. The Committee, therefore, reiterate their earHer recom
lIIendatioD regarding best utilisation of iron ore c8nslstent with tile tectme-
logical requiremenCs of Bokaro and other Steel Plants. 

Plant and Machinery-Klrlburu Modification Scheme 

Recommendation Serial No. 10 (Pangraph Nos. 4.21 and 4.12) 

14. The Committee noted that according to the original schedule the 
Kiriburu Modification and Expansion Project was to be completed by 
February, 1972 and with this objective orders for plant and machinery 
were placed with the Heavy Engineering Corporation Limited. The Com
mittee, however, found that H.E.C. had been changing its delivery sche
dules from time to time and according to the latest schedule even the 
'critical items necessary for the completion of the project were expected 
to be delivered some time in March, 1 ~73. As the delay in suppl'y of the 
plant and machinery by H.E.C. had put off the schedule of Commissioning 

-of the Kiriburu Modification and Expansion Plant, the Project was 
·expected to be completed in November, 1973. The Committee, however, 
found from the Annual Report for 1971-72 that there had been further 
delay of about four months in the delivery of crusher and mobile equip
ment and the completion of the project would be farther delayed till 
January, 1 ~74. 

The Committee were not at aU happy with the frequent changes in the 
H.E.Co's schedules of delivery of the plant and machinery which had upset 
the completion of the project and comminioning of the plant. The Com-
mittee would like that the Ministry of Steel to take up the matter with the 
'Ministry of Heavy Industry to investigate the reasons of delay and tab 
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an appropriate action and ensure t.hat at least the latest schedules of deli
very were firmly adhered to. 

15. The Government in their reply (October, 1973) stated that the 
matter of delay in the delivery of equipment for the Kiriburu Mine by 
H.E.C. had been constantly under discussion both between the two Cor
porations and at the Government level. At a discussion held at Govern
ment level on 5th July, 1973, the Ministry of Heavy Industry indicated 
that it was making every effort to ensure the delivery of equipment by 
December, 1973. Taking into account the above schedule, the project 
was e~Fected to be completed by October, 1974. It was ascertained from 
the Ministry (lst January, 1975) that the project was now expected to be 
completed by February, 1975. 

16. Tbe Committee are not happy to find tbat because of tbe delay III 
the delivery of equipment for the Kiriburu Mine by H.E.C., tbe date of 
eompletloa of the Project Is being shifted from time to time and tbe p.., 
jed is now expected to be completed by February, 1975 i.e., after a delay 
of three years. The Committee expect tbat Government will ensure tba. 
at least oow tbe latest delivery scbedules of equipment by H.E.C. ... 
adhered to. 

Commissioning of the Plant (Imbalance in tbe Designing of tbe Mines 
and Plant) Bailadila (Deposit No. 14) 

Recommendation Serial No. 23 (Paragraph 5.30) 

17. The Committee noted that imbalance in the designing of the mine 
and plant had created excess capacity at a cost of Rs. 170 lakhs resulting 
in increased cost of production at 28 paise per tonne. The Committee 
noted that the Technical Committee (constituted in June, 1970) had held 
that a single line of crusher was in a position to treat enough ore to pro
duce four million tonnes of sized ore per annum. The Chief of Iron Ore 
was, however, of the opinion that while crushing, conveying and ioading 
section could handle 6 million lonnes of run of mine as against 5.5 million 
tonnes provided in the project report, the mine and screening sections were 
vulnerable points holding a capacity below that envisaged in the project 
report. The Committee were informed that one of the reasons for the; 
imbalance was low lump recovery. The Committee also found that a 
Technical Committee appointed by NMDC in June, 1970 found that 
because of the low lump recovery it would be necessary for the Corporation 
to excavate 6.6 million tonnes as against 5.5 million tonnes envisaged in 
the project report, and to achieve this target, additional machinery at an 
estimated coat of Rs. 2.06 crores would be necesaary. During evidence 
.. Q; ""'9, NMDC 8IJO edmittod that there WM OVe!' _igniDa in the 
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crusher capacity and one crusher was standby. Moreover, they had to 
increase the production from 5.5 million to 6.5 million tonnes. The 
Committee were not happy at the lack of proper planning and designing 
of the capacities of the machinery which had not only cost the Exchequer 
Rs. 170 lakhs more but 61so increased the cost of production. The 
Committee did not find any justification for this costly lapse where a 
single line of crusher could have handled the entire production of the mine. 
The Committee therefore, recommended that this matter should be probed 
into by the Government and responsibility for the lapses fixed. 

18. The Government in their reply (January, 1974) stated that as 
mentioned in reply to recommendation No. 22, the imbalance in the 
designing of the mine and plant was largely due to inexperience On the 
part of N.M.D:C. in developing a machinsed mine of the size of Bailadila 
{Deposit No. 14) mine. Specifically so far as the excess capacity in the 
crushing section was concerned, it may be mentioned that the production 
-of the mine was tied with the longterm commitment with the Japanese 
'Steel MilhI. Government also considered that as a measure of abundant 
caution, it was better to have standby capacity in the crushing section 
rather than risk any major break-down in the main line which would 
'Seriou_~ly have affected production of lump ore. The excess capacity would 
not in any case remain idle in view of the fact that due to lower lumpi 
fine ratio, the crushing section would now have to handle 6.6 million 
tonnes of run-of-m1ne ore. 

19. On a further enquiry (20th January, 1975) the Ministry stated 
tbat the production at Bailadila Deposit No. J4 during 1972-73 and 
1973-74 was as under:-

(In lath tonnel) 
Mechancial Fo/at Ore Total 

Plant 

1972-73 20'37 17- 02 38'39 

1973-74 24-69 18- 66 43-3S 

20. 'I1Ie eo.-..... .... aot II&8ed with the reply furnIdled by Gov. -em..... 'I1It (' __ -Wee ... ..., the produdloB darlal 1972-73 Is only 
... the order of 3.7..mDUon tonaes BDd duriag .973·74, 4.3 mUlion toues 
ooly. 'I1Ie Cow .............. of ... .lew that • II. Ibte of Cl'UBher 
conId have handled the entire production of the mine and, dlerefore, 
reiterate tbat .. , ...... IIIoaId be probed Iato •• d the respo .. a,nlty for 

the laple bed. 
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Settlemeat of Price of Ore 

RecoJDJDendatiou Serial Nos. 17 and S1 (Parlllrapbs 5.69 and S. 70 anct;~ 
12.17) 

21. In their recommendation in paragraph 5.69 and 5.70 the Com
mittee found that as compared to the project estimate of Rs. 6.14 per 
tonne for operating cost, the actual cost in Bailadila in 1971-72 was 
Rs. 12.48 per tonne, an increase of more than 100 per cent. It was perti
nent to recall that the operating cost in Kiriburu-an older mine developed 
earlier for export to Japan was only Rs. 9.66 per tonne. The Committee 

. pointed out as to why Bailadila which was developed later than Kiriburu 
should have a higher operating cost. In fact, gaining from the experience 
of Kiriburu, it should have been possible to effect substantial reduction 
in the operating cost. The Committee asked GovemmentlNMDC to ex
amine the matter in depth and take concerted measures to bring about 
reduction in the operating cost by improving efficiency and effecting oco
nomics in management. 

The Committee also urged that both NMDC and MMTC should arrive 
6t an early settlement of the price as this had an intimate effect on the 
financial position of the Corporation. --. 

22. In their reply (October, 1973), the Government stated that the 
recommClJdation of the Committee regarding reduction of operating costs 
had been noted. The NMDC and MMTC had been requested to expedite 
the settlement of the price. 

23. On further clarification, the Government in their ropl')' stated that 
the recommendation regarding the need for examining in depth and taking 
concerted measures to bring about reduction in the openning cost had 
lince been brought to the notice of the Ministry of Commerce and NMDC 
for necessary action vide O. M. 1/82/73-IOM, dated 24-10-1973. 

As regaros settlement of price, between the NMDC and MMTC, the 
MMTC had stated that "efforts arc being made to arrive at an early settle
ment of price of iron ore." 

24. In their recommendation at paragraph No. 12.17 the Committee 
noted that the sale of kon ore to Japanese St~1 ~i1Is.i!1 tel'D\ls of. agreement 
entered with them for the development of Kiriburu and Bailadla Mines was 
beina made by the NMDC through the MMTC. IQ p~J.'WM'h .77.at their 
11th Report, the Committee suggested that the Corporation should work 
out its COlts of exporting the orc iodependtDtI!Y an4 if the cost did not 
work out to be more then the commission paid to the MMTC it mi~ht be 
economical for the Corporation to take over the work from the MMTC. 
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This aped was examined by the NMDC in 1969 and it came to the con~ 
dusioD that if the funds to the extent of Rs. 2.3 crores were made avail
able to the Corporation, it need not pay to the MMTC the clement of the 
service charges representing "Finance obligations" excepting over-head 
expenses. The Committee found that already NMOC had paid Rs. 1.61 
crores as commission charges to MMTC upto 1971-72. The Committee 
were informed that it was the policy of Government to canaliSe all export of 
iron ore through a separate trade agenoy which, in this case, was MMTC 
and so long as the NMDC was paid a fair price inclusive of adequatC' 
return on investment it should be advantageous to keep the trading 
activities with MMTC. The Committee al80 found that the question of 
price payable by MMTC in respect of ores exported through it, had beeu 
for long under dispute and it was only in October, 1971 that the Finance 
Secretary bed given award about the fair price payable by MMTC, accord
ing to which the Corporation would be selling the Bailadila ore to MMTC 
on a FOR Vizag. Port basis w.e.f. 1-4-1971 and the existing price formula' 
for Kiriburu ore might continue for 1971-72. Though the MMTC bad 
accepted the award, the Committee found that NMDC bad been making 
further representations on the award. The Committee were also informed 
thet the matter was still under negotiations between the two Corporations. 
The Committee stressed tbat in the interest of improving the financial 
position of the Corporation, an early settlement of the price should be' 
arrived at. 

25. In a reply received (October, 1973), the Government stated that 
as the negotiations between NMOC and MMTC on the issue of price and 
other terms and conditions bad not yielded an~ satisfactory conclusion,. 
the Board of Directors of NMOC bed decided that a Committee of tJuet" 
Directors of the NMDC sbould go into the question and ~uggest further 
course of action. The issues were accordingly being considered by the 
Committee of Directors and were expected to be taken up with MMTCI 
Government of India. 

26. On clarification, the Government in a reply (F~bruary, 1974) Itated 
tbat the matter was still under consideration of the Committee of Directol1l 
of NMOC. Further action would be taken on receipt of the report of the 
Committee of Directors. 

27. The Ministry in their further reply (2()"1-7S) stated that NMDC 
And MMTC had arrived at a price settlement for tile sale of BailSdila iron 
o~ for the years 1971-72 to 1974-75. The prices agreed to were fixed to 
be as under:-

t971-72 •• • Rq. 20· SO per DMT F.O.R. Vizag 
1972-73 to 1973-74 . R'.24·oo Do. Do. 
1974-7S . Rs. 2S per DMT 

(Rpilway freight from Bailadila to Vizag will be on MMTC account). 



It was stated that the MMTC had also since agreed, in principl., to an 
increase of Rs. 5.50 per DMT in the year 1974-75 price, with effect from 
the lst September, 1974. 

Under the long-term contract between MMTC and Japan\!Se Steel 
Mills, a fixed price of $9.72 per dry long tonne FOB Vizag. Inner Har
bour, was agreed to. For shipments through the Outer Harbour scheduled 
to be constructed at Vi.rog. by 1-6-74, the FOB price was contracted to 
be $10.30 per DLT. The contract provided for renegotiation of prices 
only in the event of a change in the IMP Dollar parity. Following the two 
successive Dollar devaluations in DeCember, 1971 and February, 1973, 
-the MMTC had negotiated revised prices of $10.60 per DLT (or ship
ments during 1972-73 and $11.13 per DLT for shipment during 1973-74. 

During the visit of MMTC delegation to Japan in October, 1974, nego
tiations for further prico increase under the Bailadila ore contract were 
again taken up, on the basis of the upward movement in world prices of 
iron ore. Even though the long-term contract contained no escalation 
~lause for such increases in prices, the MMTC delegation were successful 
in obtaining a further increase of $2.25 per DLT for all shipments under 
the Bailadila contract with effect from 1-9-74. This increase was ~nfirm
ed to be in line with the quantum of increase given by the Japanese 
Steel Mills to Australian suppliers of iron ore under similar contracts. 
MMTC also succeeded in obtaining from the Japanese Steel Mills a, con
firmation "to discuss the question of revision of prices, if during the 
'remaining perioo of Bailadila iron ore contract, there occurs a noticeablo 
change in the economic situation or in other connected factors, resulting 
.in raising of prices of iron ore under similar contracts and consequent dis
parity in prices between Bailadila Iron ore contract and these contracts.". 
'Thus, while the onginal long-term contract did not provide for a general 
escalation clause and the price was open to discussion ont<y in the event 
of a change in the IMP dollar parity, the MMTC have been successful in 
~btalning increase In price on other considerations also. Moreo.er, they 
'bad now been able to get the Japanese Steel Mills to agree to discuII re.l
Ilion of prices under the long-term contract as indicated above. 

Chairman, NMDC WIll one of the members of the delegation which 
visited Japan for negotiatiag the long-term contract. The terms and con
·ditionl of the long-term contract were approved by Government. The 
negotiations conducted recently in October, 1974 were done by a team 
consillting of the Chairmen Ind a Director from MMTC. NMDC were not 
associated with these discunions. The price issue having been satisfactorUy 
·settled, no further action on this is considered necessary." 
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28. TbI Committee Dote that NMDC and MMTC have. now arrived 
at a settlement of the price for the sale of BaUadila iron ore for the years 
1971-72 to 1974-75 and the MMTC has since agreed in principle to an 
inrn':lSt.: c;' "{s. S.;:;O per DMT in 1974-75 price w.e.f. tbe 1st September, 
1974. 111C Committee have been informed thut tbe issue of the price of 
iron orc being supp!ird to Japan bas now been satisfactorily settled and the 
Japanese Sled MjIJ~ havc not only agreed to a further increase for all ship
ments under the Bailadila contract with effect from 1-9-1974 but have 
also agreed to consider further revision of prices as and when cirCUBI-

sf1IDC,-'S warraot. Even if the past lapse is claimed to have been r<'ctified to 
some· extent, the Committee wonld like the Government to draw 8 1es.'iOD 

from this case and should, wlu1e entering into such contracts In future, 
ensure that the interests of the country are safeguarded. 

Revised Project Estimates of Bailadila Deposit NO.5 

Recommendation No. 29 (Paragraph 6.33) 

29. The Committee noted that the revised estimates submitted to Gov
ernment were found to be in excess of original esimates by about 33 per 
cent and the excesses were mainly under Plant and Machinery, civil and 
structural work establishment expenses, consultancy charges, and provi
sion for future escalation. The Committee desired that Government should 
carefully go into the reasons for the excesses before the revised estimates 
were approved as any undue excess in the project cost was bound to affect 
adversely the financial viability of the project. 

30. nw Ministrv stated (January, 1974) that the Ministry had 
addressed the NMoC for clarification on certain points relating to the 
revised cost estimates and after the clarification was received the matter 
would be examined in greater depth by SAIL before Government finally 
accorded &anction. 

31. On further clarification, the Ministry stated (December, 1974) 
that:-

"the revised capital cost estimates for Bailadila Deposit No. S Pro
ject submitted by the NMDC in October, 1972 were returned 
by Government for a review to take into account the latest 
position. The revised estimates are still und~r consideration 
by NMDC/SAIL." 

32 •. 'I1Ie ColBIIIIttee regret fir DOle ·fIIId die n ..... c ...... celt ...... 
mateI for Bda4Da DeposIt No. 5 Profed wIIIda wen orfIIJIIIIJ ....... 
3530 LS-2 
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by NMDC III 1971 to GovernmeDt for S8DctioD have Dot beeD finaIised 
even after a lapse of more than two years. The Committee fall to under. 
ItaDd as to bow the Corporation has been allowed to ~oDtinue to incur 
expeDditure OD the project ia the abseDCe of a SBIlCtion to the Revised 
Estimate. 'Ibe Committee aesire that -the Government should Qrefully 
eJ:amme the Revised Estimate of the projed keepiag in view its financial 
viability, finalise the same without further delay and bring to the notice of 
ParliameDt BDy material deviations from the origiDal estimates/or change 
ID ecoDOmiCS of the projed. ID this conDectioD attention of the Ministry 
Is also invited to the recommendation of the Committee on PnbIi~ Under
takings in their 39th Report (5th L.S.) on Pyrites Phosphates and Chemicals 
Ltd. (Para 2.20). 

Production penormance--Diamonds Miaes 

Recommendation (Serial No. 32 (Paragrapb 7.20 and 7.21) 

33. The Committee noted that the actual production of diamonds from 
the two mines viz. Ramkheria and Majhgawan. fell short of the original 
targets during the period from 1968-69 to 1971-72. Although the overall 
percentage of shortfall of production in the two projects together showed 
a declining trend from 44.0 .per cent in 1968-69 to 14.10 per cent in 
1971-72, the actual performance in Majhgawan exceeded the targets and 
the 'performance in Ramkheria mine fel1 very much below the targets. 
As admitted by the rcpresntative of Department of Mines during evidence, 
"the result is one deposit counter lJelances the poor performance of the 
other. National Mineral Development Corporation proposeR that it should 
be closed down and Majhgawan expanded." 

The Committee found that though the Ramkheria mine was taken up 
for exploitation on the basis of further prospecting and exploratory works 
done in consultation with the Foreign Consultants and the Indian Bureau 
of Mines it could not attain the targctted capacity and the performance 
was only about one-fourth of the target. The Committee, therefore, felt 
that even the fUTther exploratory and prospective works were not done with 
the necessary care and caution with the result that the project was 
losing heavil'Y. The Committee were not impressed with the statement of 
the Ministry that "one deposit counter balances the other". The Committee 
took a seri~us view of the undue hastc with which the mine was taken up 
for exploitation without a thorough and careful techo-economic study of 
the project resulting in an infnIctuous expenditure. 

The Committee· strongly· recommended .that the entire matter should 
be thoroughly investigated by the Government as to the quantum. of the 
loss and the responsibility for such costly lapses be also fixed. 
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34. In a reply received (December, 1973), the Government ~tated 'bat 
the programme of prospecting and ex.ploratory work on the Ramkheria 
Mine had been undertaken in full consultation with the foreign consultants 
and the results obtijined had also been analysed and interpreted in 
consultation with them. It was only after this that it was decided to go 
forward with the working at the Ramkeria Mine. However, liespite the· 
maximum care and attention devoted to the prospecting and t.tplorntion 
operations, the incidence achieved was far lower than the assumed figure 
worked out mainly due to the deposit being in alluvial deposit . 'hich WliS 

inherently very difficult to estimate precisely. 

NMOC had sent proposals to the Government for dosinS down the 
Ramkheria Mine, in view of the lower incidence and absence of adequate 
surface mining rights. These proposals were at present under consideration 
of the Government in consultation with Steel authority of India Ltd. 

35. On further clarification, the Ministry in a reply (February, 1974) 
stated that the reasons for lower level of output than envisaged in the 
Project Report, and the consequent loss had! already been ex.plained in 
reply to recommendation No. 32 Government were therefore, of the view 
that scope for further investigation was limited and such investigation was 
not necessary. 

It may also be mentioned that Panna Diamond Mining Project com
prising of the two mines--Majhgawan and Ramkheria-incurred a net Joss 
of Rs. 9.77 lakhs since the commencement of production in 1967 'i~ tiJI 
31st March, 1970. Ramkheria's share of loss till 31st March, 1970, could 
pot be apportioned :because separate records for eaQli lDline were not 
maintained. The proportion to share of loss sustained by Ramkheria 
mine in the past three years had been :-

1970-71 

1972-73 

Rs. 9' 47 lalths. 

Rs. 15' 75 lalths. 

Rs. 16· 98 lalths. 

36. On further reference the Ministry in a reply (December, '.9: 4) 
stated that "since the mining at Ramkheria is not capable of economiC 
operations, NMDC has proposed the closure of the mine. Simultaneously 
NMDC has also proposed the expansion of Majhgawan mine so that the 
cost of the mines could be further reduced to a point where it is possible 
to work without loss. The matter is under consideration of SAIL." 

37. On further clarification, the Government in a reply (in DecelPbet~ 
1974) stated that "the recommendation of NMDC for the closure of 
Ramkhcria diamond mille is still und« consfderatiop of~St~'A1Jtbority 
Of India Ltd.". t1 ' ~. "," .:' 
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38. De Committee are not convinced with the reply furnished by 
-COVC1'DIDent. The Committee regret to note that the question regardiDg 
dosure of Ramkheria mine has been under consideration of the Govern. 
_t for over a year now, and stm no decision has been taken by Govern
-.ent and SAIL. The Committee also note that because of uneconomic 
eperation of thJs mine, the loss to end of 1972-73 bas amounted to nearly 
RB. 41 Iakhs. The Committee are still of the view that the Ramkheria 
MIne was taken up for exploitation without a thorough and . careful 
teeJmo.econOJDlc study and therefore, reiterate that the enUre matter 
.hould be thoroughly investigated and the responsibility for the loss fixed. 

Imports of Rough Diamonds 

Recommendation Serial No. 34 (plIl'BgI'aph No. 7.37) 

39. The Committee were not able to understand the rationale of 
canalising the import of rough diamonds through the NMDC who were 
primarily concerned with e~ploration and development of minerals. The 
Committ~, observed that before appointing the NMDC as the canalising 
agency for import trade, Government had not issued specific guidelines in 
regard to the particular quality of rough diamonds to be imported keeping 
in view the demands of trade and requirements of the country but simply 
left the mattcr entirely in thc hands of the Corporation with the result that 
the transaction had not only ended in a loss of Rs. 5.16 lakhs but the 
specific objective with which this task was undertaken was not fulfilled. 

The Committee, therefore, urged that the entire deal should be thoroughly 
investigated and responsibilities for such costly lapses fixed. The Committee 
were now informed that the import and export of diamonds done by the 
NMDC had since been transferred to the MMTC. The Committee expected 
tOOt that the MMTC would ensure that such costly lapses would not recur 
and imports of rough diamonds were made in consultation with consumers. 

40. In their reply (October, 1973) the Ministry stated that recom
mendations of the Committee about further investigations into the entire 
cleal had been noted for necessary action. The Committee's observations 
ill. regard to the issue of specific guidelines for the import of rough diamonds 
~ the MMTC had been brought to the notice of the Ministry of 
Commerce. 

Although the import of rough diamonds from Ghana resulted in a loss 
ia the abealce of adequate arrangements for assortment of the diamonds 
for we flO the IDd.iIn diamond trade, the totality of the import trade 
~and1td by the mmc in roush dtamonda had resulted In an oyerall profit. 

41. 011 c1aIIk:atton tho M"mistry stated (4th January, 1975) that 
CIoYemment .... 4tc:ido4 to conatitato • Committre to iRWItlaate into 
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the whole deal relating to the import of rough diamonds which had resulted 
in the loss of Rs. 5.16 lakhs and the fixation of responsibility for lapscl. 
as recommended by the Committee on Public Undertakings. 

42. De Committee regret to note that though the Governmeat were 
requested as early as April, 1973 to conduct investigation into the d_ 
of imports of rongh diamonds, It is only now that Govemmeot dedded 
after a lapse of over 11 years to constitute a Committee to investigate 
the maUer. 1be Committee deprecate tbls long de"y On the part of 
Govemment In blldng action In pursuance of their recGlDDleadatioa. 'I1Ie 
Committee would like that the investigation be completed wltboat mudt 
delay and responsibility for the lapses fixed on the basil of the 8ndIngs. 
De resuhs of investigation and furtber action may be reported to the 
Parliament. 

Economics of the DonimaJai Project Settlement of Sale Price of Ore 

Recommendation Serial No. 36 (paragraph Nos. 8.17 and 8.18) 

43. The Committee noted that while framing the Detailed Project 
Report, it was anticipated that Government's sanction would be received 
by December, 1968 and the Project would go into full production by 
1973-74. The Committee found that Government had taken two yean 
to approve the Detailed Project Report although they had communicated 
their approval in principle as early as January, 1969. The Cdmmittee 
also observed. that on account of the delay of cost in the sanction 01 
estimates, not only had the cost of project imcreased but the completioa. 
of the project had also been delayed by three years. 

The Committee further observed that even the revised estimate. 
approved by the Board in August, 1972 were still awaiting sanction by 
Government. 

44. In a reply (October, 1973) the Government stated that th. 
observation of the Committee had been noted. The revised cost estimats 
submitted by the NFDC were presently under examination. 

45. The Ministry in their further reply (January, 1974) stated tb .. 
this matter was presently under consideration of the Steel Authority rI. 
India Ltd. of which National Min&al Development Corporation was _ 
subsidiary. SAIL was reported to be awaiting certain clarificatioa from 
National Mineral DeTc10pment Corporation. 

46. On further c1ariftcation, the Ministry in a reply (December, 1974) 
informed the Committee that: 

""The reTi8ed cost estimates of Donimalai project hlTe beeB ~v'" 
from the Steel Authority of Indi. Ltd. and wU1 be place& 
before the Public InTestment Board shordy and would tber~ 
after be submitted to Cabinet for approval. 
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47. The Committee regret to note that even after mOre thaa two years, 
6e n .... atbnateI 01 the Projed wblch had been approved in prlndpl. 
in January, 1969 are still pending sanction. The Committee urge that the 
revised estimates should be sanctioned without further delay after a careful 
examination of the economics of the project. 

Inventory Control 

Recommendation Serial Nos. 48 and 49 (Paragraph Nos. 11.13, 
11.14 and 11.15) 

48. Is recommendation No. 48 (Paras 11.13 and 11.14) it was found 
that an 'Inventory Control Committee' was constituted by the Bureau of 
Public Enterprises. That Committee in its report submitted in January, 
1912 bad made certain recommendations regarding procedures of purchase 
and inventory control. The Secretaries Committee on Public Sector 
Enterprises which considered that report in May, 1972 decided that the 
Bureau of Public Enterprises should further review the inventary position 
in regard to NMDC's projects. 

The Committee desired that Government/Bureau of Public Enterpries 
should complete the review without delay and fix suitable norms for the 
stores and spares consistent with the needs of production and development 
works of NMDC. The Committee were informed that stocks of about 70 
per cent in the usage value were only being subject to thorough control 
.and review. The Committee strongly urged that a thorough review of all 
the itema of .tocks should be undertaken half-yearly and action taken to 
reduce the inventory levels to avoid unnecessary accumulation of stores. 

49. In their reply (27-11-73) the Ministry stated that the recom
mendations of the Committee had been brought to the notice of BPE and 
they had been requested to complete the review, at an yeady date. The 
Committee's recommendations about half-yearly review of stocks had been 
brOUght to the notice of the NMDC and they had been instructed to take 
necessary action. 

50. In their recommeQdation at paragraph 11.2~ the Com:nittee noted 
that in the Bailadila, Kiriburu and Panna Diamond Projects, stores of the 
value of Rs. 137.69 lakhs did not mOVe for more than two years as on 
31-3-1971 and stores of value of Rs. 227.98 lakhs did not move for more 
than one year as on 31-3-1971. The Committee also noted that Rs. 23.06 
lakhs worth of stores including spares and construction and special parts 
were awaiting disposal as on 31-3-1972. The very fact that more than 
'R.s. 3 erOfeS worth of' stores were not moving for over one two years only 
.proved that sufficient care was not ~xercised before ordering purchases. 
The Committee we're informed that periodical reviews were undertaken 
by the Storeholder to indentify non·.:noving and obsolete spares, lists were 
prepared and circulated to Sister Projects or the items were transferred to 
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other projects. The Committee were of the view that the review of litores 
should ~ot be left to the storeholder but should be conducted systematically 
by ~n mdependent store officer/stock varification, officer so that a liyste-
matte analysis of all the slow-moving/non-moving items was undertaken 
and items surplus to requirements were identified and timely actioD takeD 
for their transfer to other projects, public undertakings where they could 
be more usefully utilised instead of allowing them to become obsolete to 
be ultimately written off as a loss. The CO!D.mittee found that the shovel 
received by the Panna Diamond Project from Bailadila in January, 1968 
on the plea of urgency for removal of over burden could not be utilised 
for want of certain repairs and had ultimately to be returned in May, 1969 
to Bailadila without any use after more than 1,5 months. Even after the 
shovel was received back at Bailadila it could not be put to Use and had 
to be declared as surplus. The Committee were not convinced about 
the plea of urgency for the transfer of equipment from Bailadila. 

The Committee could not understand as to why the Corporation could 
not have verified the condition of the shovel even before it was transferred 
to Panna and why it had taken more than 1,5 months for, Panna Project 
to return it to Bailadila. The Co:nmittee vged that thia should be 
investigated in detail and report furnished to them. 

The Committee felt concerned that, on the one hand, the CarporatioD 
was carrying heavy inventory of stores and a large amount of surplus 
stores were accumulated on the other hand COJl1lJ1OD equipments like 
shovel remained unutilised for want of 5parcl for repairs. 

The Committee desired that the Corporation should undertake a 
thorough review of similar, cases of Plant aad Machinery which might be 
lying u.DlIltilised for want of spares or repairs of which may be uaeconomical 
so that the Corporation might take immediate measures to bring them in 
working order or take action for their disposal to other undenakings. 

The Committee suggested that the Inventory Control Committee on 
N.MD.C .. should also critically examine this aspect and suggest ways and 
means for adequate provisioning of spares and stores so that the machi
nery in the Corporation might not at any time remain unutilised on the 
plea of want of spares and affect production on this account. 

51. The Government in their reply (December, 1973) stated that a 
Committee hac! been let ap by the Chainnan, NMDC to investigate into 
the transt'er aDd utilisation of shovels from Bailadila to Panna. The 
Chairman of the NMDC had also set up another Committee on inven
tory.c~rol. 
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52. On further clarification the Ministry in a reply (December, 1974) 
stated that the Committee constituted to investigate into the transfer and 
utilisation of shovels from Bailadila to Panna, had examined all the rele
vant records. Its report wa5 in the draft stage. 

As regarcb the Committee on Inventory Control that Committee had 
submitted an interim report which was under examination of NMDC. 
Government had asked the Corporation to expedite its final report. 

53. On further reference, the Ministry in their reply· (12-2-1975), 
stated that "the Report of the Committee on the transfer of shovel 
from Bailadila Deposit No. 14 Project to the Panna Diamond Project and 
back to Bailadila is likely to be considered by the Board of Directors of 
National Mineral Development Corporation at its meeting being held in this 
month." 

54. '1111 Committee are IIOt happy at the dilatory maDDer wItb whit • 
... illlportat IIIae .... dealt with ad even ~ aImoet two years DO 

detlDlte action ... hen .... en ta the matter. 

INTERNAL AUDIT 

Internal Audit 

Recommendation Serial No. 56 (Paragraph No. 13.26) 

55. Tht Committee noted tha~ in spite of the instructions issued by 
Ministry of Finance (~ureau of Public Enterprises) in September, 1968 
in pursuance of the recommendation by the Committee on Public Under
takings in their 15th Report (4th Lok Sabha ) April, 1968) on 'Financial 
Management in Public Undertakings' that Internal Audit should include 
a critical, review of the system, 'procedures and operations as a whole, the 
Internal Audit Cell of the Corporation had not so far conducted any 
appraisal of the pe~ormance of the projects. The Committee were 
informed that only recently the Corporation sanctioned Internal Audit 
Cells for the operating mines at Kiriburu and Bailadila and action for 
evolving suitable operating stand'lU'ds for production initiated. The Com
mittee recommended that Internal Audit Cells should be activised to dis
charge their functions and responsibilities so that the Management could 
take advant'age of the reports of internal Audit in setting right the defects 
in the working of the Corporation . 

• At the time ot the taetual verification, tbe Ministry ot Steel bave stated 
that "the Bureau ot Pubilc Enterprises have since received the lnventrles ot 
the N.MD.C. The latest position ot inventries as also the implementation r1f 
the recommendations made by the Committee on Inventory Control" Is indi
cated in their O.M. No. 27/111/72.BPEIMM dt. 13·3-1975. (not :wetted. Audit) 
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56. The Government in their reply (November, 1973) stated lhat in: 
order to have thorough Internal Audit, it had been decided that firms of 
Chartered Accountants should be appointed on year to year basis IU each 
Unit of the Corporation for conducting Internal Audit. The Corporation 
had already appointed such firms for its major units viz. Kiriburu •. 
Bailadila Deposit-14, Bailadila Deposit-5 and Donimalai projects and 
Head Office. Similar appointments for other units were also under 
oon~ideration. 

Another proposal now activitely U'Dder consideration of the NMDC 
was to constitute on integrated 'Operations Research and Evaluation Cell· 
comprising Industrial Engineers and Cost Accounts Officers to deal with 
P'erformance, evaluation and operations research. This Cell would also 
facilitate pedormance appraisal of the projects. 

57. The Committee note that a dedsion has been taken that a 6rm of 
Chartered Ac:eouDbmts should be .ppolnted on a year-to-year basis In 
each nnit of the Corporation for condnctlng Internal Audit. The Com
mittee, however, feel that In the Interest of improving the eflic~y and 
providlq neceamy tool to the MllUlgtllllent, the . Corporation monld' 
~elop an IDternal Audit WIng of its own and place it on 8 permanent 
footing. 



CHAPTER D 

RECOMMENDATIONS ACCEPTED BY GOVERNMENT 

Recommendation (Serial No.1) 

The Committee regret to note that ~ga.inst the target of 80 million 
tonnes for export to Japan only about 10.6 million tonnes from Kiriburu 
and 11.86 million tonnes from Bailadila till 31-3-1972 were exported and a 
revised agreement was entered into with the Japanese for the balance 
quantity. 

The Committee were also informed that the export from Kiriburu had 
:been stopped and that future exports would be from Bailadila. 

The Committee are not convinced about the reasons adduced for non
fulfilment of the export targets viz., the fines generated were more than 
anticipated, the lumps were not of the requisite grade and quality envisaged 

'by IBM, that rail transport was not available in time and that Japanese 
ships had not kept up the schedule. The Committee feel that after a 
commitment was made with J apan, the~e should have been integrated 
planning and implementation to ensure that the export target was achieved. 

The Committee feel that the steps now taken for despatch of ore to 
Japan at the level of Cabinet Secretary should have been taken many 
years earlier. At any rate now that it has been decided that the export 
commitment with Ja'p'an would be diverted to Bailadila the Committee 
need hardly stress that every care should be taken during this transit period 
to see that whatever commitment is made in respect of the quantity and 
quality of iron ore to be exported to Japan is honoured in letter and 
spirit. For this purpose the Committee would suggest that there should 
be en effective and close co-ordination of all the agencies concerned 
namely NMDC, MMTC, Railways, Ministry of Foreign Trade. etc. so 
that no bottlenecks are allowed to come in the way of export commit
ments. (Paragraph 2.18) 

Reply of Government 

The recommendation of the Committee is noted. All organisations 
such as National Mineral Development Corporation, Mineral & Metals 
Trading Corporation, Railways, Ministry of Commerce and Ministry of 
Shipping & Transport, who ere involved in the production, despatch and 
export of iron ore to Japan have been requested to have effective 
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co-ordination with a view to ensure that the export commitment to Japan 
is fulfilled in all aspects. Incidentally it may be pointed out that a 
'Central Control Room' has already been set up serviced by MMTC and 
generally weekly meetings are held with the representatives of the various 
organisations and the MMTC to review the day-to-day progress of pro
duction, despatch and shipment of iron ore. Remedial measures are taken 
wherever considered necessary. The Secretaries Committee on Iron Ore 
Exports also keeps an over-all watch over the iron ore exports and effects 
the necessary oo-ordination at a hig11 level: The recently constituted 
Iron Ore Board is also expected to provide the required institutional 
frame-work to achieve, among others, effective co-~rdination in the iron 
ore export effort. 

[Ministry of Steel and Mines (Deptt. of Steel), O.M. No. 1(82)/ 
73-IOM dt. 18/19-9-1973] 

RecommendatiOn (Serial No.2) 

The Committee note that selection of site for the Kiriburu Project was 
done in 1958 by a working group consisting of representatives of the 
Geological Survey of India, Indian Bureau of Mines, Government of 
Orissa and the Ministry of Finance and Civil Engineer and on the basis 
of the report submitted by the IBM (now part of the Geoligical Survey 
of India) after detailed drilling and geological investigations. The Com
mittee note that the Report of IBM furnished geological data such as 
reserves, lump fine ratio, analysis of lump fine, etc. but gave no indication 
about the profitability of the project. 

The Committee on Public Undertakings had in their 11th Report 
(1967-68) already observed that the nature of the geological strata was 
not correctly worked out in the I.B.M. Scheme. This resulted in an 
excess generation of fines and affected the whole economics of Kiriburu 
Project to a large extent, besides necessitating the purchase of extra 
machinery. In reply, the Government had stated 'in the case of projects 
taken up by the NMDC subsequently, the Corporation had been associat
ing itself with the Geological Survey of India at the prospecting stage with 
a view to obviating the possibility of insufficient interpretation of geologi
cal strata. (Paragraph 3.19 and 3.20) 

Reply 01 GoTel'lUlleDt 

The observation of the Co:nmittee have been noted. It may, how
ever, be stated that infonnation regarding profitability of a project/scheme 
is nonnaUy furnished in the Detailed ~ject Report and not In the Geo
logical Reports prepared by the Geological Survey of India/Indian 
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,Bureau of Mines which indicate mainly the geological data, such as esti
mated reserves, grade of ore, etc. Greater care is now being exercised in 
collection and interpretation of geological data. 

[(Ministry of Steel & Mines) (Department of Steel) a.M. No. 1/82/73-
10M Dated 18/19-9-73).] 

ReeollUllftldatioD (Serial No.3) 

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

The Committee see no reason why Government did not take the basic 
precautions of having en integrat~ techno-economic detailed study before 
entering into a firm sale agreement with Japan. They can see no justifica
tion for leaving the work of technological investigation exclusively to mM 
without holding them responsible for the results which have accrued after 
the project was brought into production with the Japanese consultancy 
firm for not giving accurate advice either about purchase of equipment or 
about the cost of production. It is obvious that the reports submitted 
by both these bodies should have been critically scrutinised by Govern
ment. What surprises the Committee most is that the decision to set up 
the Projection was taken with the full knowledge or the fact that there wa& 
no likelihood of any profit while there was every likelihood of a loss. 

The Committee hope that such costly lapses would not recure in future. 
(Paragrapb 3.21) 

Reply of the GovemmeDt 

The observations of the Committee have been noted and are being 
brought to the notice of National MIneral Development CorporatioD, 
Mineral and Metals Trading Corporation, Steel Authority of India Ud. 
the Ministry of Fmance, MInistry of Commerce and tho Public Ia.e.tmeat 
Board. , 
[Ministry of Steel and Mmes, (Department of StCcll O.M. No. lj'S2/13-

10M Dated 18/9-13).} 
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Recommendation (Serial No.6) 

The Committee note that though the Detailed Project Report had 
envisaged the lump-fine ratio as 60:40 actually, the lump fine ratio 
ranged from 44.47: 55.53 to 58.27: 41.73 during the six years from 
1964-65 to 1969-70. The lump fine ratio in 1970-71 and 1971-72 were, 
however, 55.16:44.84 and 54.91:09 respectively, thus indicating ex
cess generation of fines during 1970-71 and 1971-72. The Committee 
were informed that from 1964-65 to 1971-72 the total reduction in cost 
that could have been achieved if the lump recovery had been envisaged 
in the Detailed Project Report was of the order of Rs. 65.61 lakhs. 
(Paragraph 3.48). 

Reply of Government 

'The observations of the Committee have been noted. 

[Ministry of Steel and Mines (Deptt. of Steel), O.M. No. 1(82)/73-IOM 
Dt. 18/19-9-1973]. 

Recommendation (Serial No.7) 

The Committee note that 4.88 million toones of fines have been 
accumulated upto 31-3-1972 and so. far no value has been assigned to 
these fines. Though it was decided to dispose of the fines gradually to 
Bokaro Steel Plant, the fines could not be disposed of as the fines re
quired for Bokaro were of different specifications. The Corporation, 
therefore, decided to beneficiate the fines to suit the requirements of 
Bokaro at a cost of Rs. 5.00 per toones (Approximately). (Paragraph 
No. 3.49). 

Reply of Govemment 

Noted. 

[Ministry of Steel and Mines (Deptt. of Steel), O.M. No. 1(82)/73-IOM 
Dt. 18/19-9-73]. 

t.Fartber Reply of Goverament 

Tho 1'eooIDIDCDdattoii of .tho COmmittee bas been noted. 

Partblr u on '1-3-1973, 5.28 million tOIlDes of fines had accumu
lated aad the beDeticiation plant was expected to bo commiutoDed onl, 
in KomDber. 1974. 

[MlaIstry 01 Steel ad MiDea (Deptt. of Steel) 0 .... Ko. 11(82)f'J.l0JI 
"yal. D dated 13-1-1975]. 
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Recommeadatiou (Serial No. 13) 

The Committee regret to note that even the utilisation of the dumpers 
in the Kiriburu Project is only of the order of 35 to 40 per cent as against 
the 50 to 60 per cent in other countries and this was mainly becau'Se of 
lack of availability of spares and not very much high standard of main~ 
nance. The Committee need hardly stress that schedules and norms for 
repairs and maintenance should be fixed and advance action taken for 
procurement of spares etc. The Corporation should ensure that schedulee 
for repairs and maintenance are strictly observed so that greater efticiency 
in utilisation of tlhe machines may be attained. 

(paragraph No.3.80). 

Reply of Government 

The observations of the Committee have been noted. N.M.D.C. is 
giving special attention to the maintenance of equipment and In order to 
!expedite the procurement of stores, it is maintaining liaision with the 
manufacturer with a view to obtaining supply of spares in time. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 1/(82)/73-IOM 
Dt. 18/19-9-73]. 

Farther IDformation Called for by die Committee 

Please state whether schedules/norms for the maintenance/repairs have 
been fixed and if so whether schedules/norms are strictly observed. 

(L.S. Sectt. No. 14-PU/73 dt. 5-12-73). 

-Furtbet' Reply 01 Government 

Schedules/norms for preventive maintenance are already in existence. 
Personal attention of the Heads of Projects has again been drawn by 
NMDC to the necessity to adhere to the schedules. Periodical reports 

-Not vetted by Audit. 

t·At the time of factual verification, ttie C~atJOD stated that "For Civil 
and Structural Works tenders were invited in April, 1974. Work was not 
awarded ,because ~r response to invitation. Further it was apprehend
ed that settlement of site adjacent to thick.Mss may -adversely attect 
proposed site for benefiCiation plant Central Water and Power Oomz;nissicm 
have opined there is no fear of moving earth ever adversely affecting pro
~ ate, _ AI[! sucll t~s fO!' civil and tltruct ..... l: ~()rka "aTe been re.~ 
invited. Beneftcation Plant now expected ,-to .~:toJll,pl.et,e4 bl ,econd 
quarter Of 1976.' ,. . - ._.. 
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have alBO been prescribed to enable the head office of NMDC to keep' 
watch and take remedial measures when necessary. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 1/(82)/73-10M 
Dt. 7-2-74]. 

Recommendation (Serial No. 17) 

The Committee find that the Government of India decided to divert 
the Kiriburu Ore to Bokaro Steel Plant in view of the long Railway lead 
having adverse efIect on the profitability of ore of Kiriburu Mine. As: 
the specifications of ore and fines required by the Bokaro were di1ferent 
from those produced by the Kiriburu Project, the Committee find that 
a De~iJed Project Report for Modification and Expansion of the Project 
was prepared in December, 1965 and after some modifications and re
vision, sent to Government in November, 1968 for approval. 

The Committee are greatly concerned to note that even after the 
decision was taken in 1965 that the production in KiribUru should be 
modified so as to meet the requirements of the Bokaro Steel Plant gnd 
Rourkela Steel Plant, the process of investigation, preparation of detailed 
project reports and sanction to~k nearly three years from t 965 to t 968. 
The Committee feel that such investigations should be carried out with 
a sense of urgency and in complete coordination with the agencies con
cerned so as to avoid unnecessary back references. 

(paragraph No. 4.18). 

·Reply of Government 

The observations of the Committee have been noted. In the case of 
Dew investigations like Meghataburu, Bailadila Deposit Nb. 4, etc., the 
NMDC is taking all possible steps to complete investigations within the 
llhortest possible time. 

£Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 1/(82)/73-10M 
Dt. 12-10-73J . 

• Further Reply of Government 

The requirements of iron ore for the 4 million tonnes stage of tlte 
Bokaro Steel Plant have been considered in detail by the Barajamda Deve
lopment Committee constituted by the Iron Ore Board. The delibera
tions of the Committee brought out that there would be a gap in the 
supplies of both lump and fines ore during the last two years af th. ~th, 
Plan period, before commencement of production from 'McghahMabaru 
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In order to meet the gap in the requirements of Bobra, suppUes from 
Kiriburu mine are proposed to be supplemented by drawing iron ore 
from other sources in the Barajamda area, viz., Bolani, Noamandi and 
Gua. . ii,"·: -Lti{Ulll.!!IU 

The Barajamda Committee have also 'Suggested that the possibility of 
deferring development of the Maghahataburu mine and meeting the addi
tional requirements of fins for Bokaro from surplus fines available and 
likely to be generated at other Diines, viz., Bolani, Barsua and Cua should 
be studied in detail. Accordingly, a Committee of experts from MECON, 
Bokaro Steel, NMDC and Railways has been constituted to examine this 
question and their report is expected in a few months time. 

{Ministry at Steel and Mines (Deptt. of Steel), O.M. No. 1(82)/73-IOM 
(Vol. II) dated 13-1-75]. 

Recommendation (Serial No. 21) 

The Committee regret to note that the proposal for installation of a 
Benefication Plant was initially deferred by the Management although 
this was envisaged in the Project Report some time in August, 1969. The 
Committee also note that the Board of the Corporation had approved 
the scheme in August, 1972 and the plant is expected to be commissioned 
by November, 1974. The Committee regret to observe that the deferment 
of the decision initially and taking a decision after 3 years has not only 
delayed disposal of fines to Bokaro Steel Plant but would affect ultimate
ly the capital expenditure of the Project. 

The Committee Itrongly urge that at least now the Corporation should 
take suitable steps to ensure that the target date i.e., November, 1974, 
for the commiasioDJng ot the Plant is adhered to. 

(Paragraph No. 4.26). 

*Reply Of Govemmeat 

The recommendation of the Committee has been noted. The NMDC 
is making all efforts to ensure that the beneficiation plant at Kiriburu is 
commissioned by November, 1974. 

IMiniitry of Steel and Mines (Deptt. of Steel), O.M. No. 1(82)/13-IOM 
dated 12-10-73] 

ReeoDUDelldadoa (SerIal No. 33) 

The Committee Dote that In accordance with the policy objectivo c1 
()ovemmlld, to import ro. diamonds from abroad to Counter, to tho 

."- _ J!oot !loCI aDder recommeudltioa No. 7 ~ 22;). 
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extent possible, squeeze by foreign monopolistic suppliers on the Indian 
Trade, and to provide at least small quantities of rough diamonds to the 
Indian cutting and polishing trade at reasonable prices. The NMDC was 
nominated as the canalising agency for the import of rough diamonds to 
the extent of 10 per cent of the import replenisbment. NMDC imported 
diamonds so that the Corporation mlfYsecure primary source in addition 
to the normal source and started importing rough diamonds from Ghana 
and German Democratic Republic-about Rs. 10 lakhs from Ghana and 
Rs. 15 lakhs from Germany. The Committee were informed that the 
basic assumption in making purchase from Ghana was that Indian diamond 
trade would extend cooperation to NMDC in buying the rough diamondi 
procured from Ghana. The assumption did not however, materialise as 
the trade immediately after purchase protested against Government policy 
to enter the diamond trade with the result that the bulk of the imported 
diamond trade had to be disposed of abroad and the whole transaction 
ended in a 10s8 of more tbaa Ra. S.16 lakhs. after taking into account 
iDterest on capital to the extent of Rs. 4.36 lakhs and refund of customa 
duty. . The Committee were also informed that the entire stock of dia
monds imported from Ghana bad siJwe been disposed of. 

The Committee also note that NMDC in order to meet the demmdl 
'Of canalisation and to ensure steady supplies entered into arrangements 
with a leading London firm for the import of rough diamonds on consign
ment basis, and this transaction yielded a profit of about Rs. 5.6 lakhs 
wiping off complete the loss sustained in the Ghana deal. (Paragraph 
7.36 and 7.37). 

Reply of Government 

Noted. 

{Ministry of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/73, eft. 
12-10-73]. 

Recommendation (Serial No. 41) 

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

(Paragraph No. 9.23) 

.Reply of Government 

The observations of the Committee have been noted. 

{Ministry of steel & Mines, (Deptt. of Steel) O.M. No. 1/82/73-IOM 
dt. 12-12-731. 

*Not vetted by Audit. 



.Furtber Reply of Government 

The development of Deposit No. 4 at Bailadila is proposed to be under~ 
taken to meet the requirements of iron ore for the new Steel plant to be· 
constructed at Visaklrapatnam. Due to constraint of resources, develop-
ment of Bailadila 4 mine has not been mc1uded in the Sth Plan Schemes.. 

Ex-port commitments to Japan are expected to be met from the work
ing mine at BaiJadila Deposit 14 and from the new mine under develop--
ment at Deposit NO.5. ' 

[Ministry of Steel & Mine.s (Deptt. of Steel) O.M. No. 1(82}/73-IOM 
(VOl. 11) dt. 113-1-751. 

Recomme .. da~on (Serial No. 41) 

The Committee would like Government to take up the development 
pf the Maghahataburu Project only after careful exploratory stud~es and 
assessment of the economics of the project to ensure suWly of ore of 
appropriate quality and specification to Bokaro Steel Plant.· 

(Paragraph No. 9.25)' 

-Reply 01 Govemmenf 

The observations of the Committee have been noted. 

[Ministry of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM 
dt 12-10-731. 

-Further Reply 01 Govemment 

Please see reply given against Serial No. 17. 

~nistry of Steel and Mines (Deptt. of Steel) O.M. No. l/(82)/73-10M 
dt. 13-1O-74J .. 

RecollUllenUtlon (Serial No. 4lt) 

The Committee find that the Management reporting system at present 
followed by the Corporation is stilJ stated to be in the evolutionary stage. 
The Committee suggest that the procedures may be streamlined and the 
reporting !lystem organised in a systematic manner SO that tbe system really 
enables the top management to have an overall control on the different 
wings as well as tbe aspects of the working of the organiSation. 

(Paragraph No. 10.10)' 

*Not vetted by Audit_ 



The NMDC reported that the suggestions given by the Committee re
garding the reporting system have already been taken 1lIP in a systematic 
manner. Further, the Corporation is introducing in Bailadila-14, a pro-
gramme of "Management by Objectives" with the help of the Consultancy 
and Applied Research Division of the Administrative Staff College, Hydera
bad. The scope of recommendations of the Consultants would include the 
reporting system providing for a meaningful flow of information between 
Head Office and the Project for the pUIipose of ptoper planning and effec
tive control on the various aspects of the projects. Based on the experi
ence at Bailadila-14, similar reporting systems with necessary modifications 
would be introduced in the other projects. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM 
dt. 12-10-73]. 

Information Called for by the Committee 

PI. state the latest position 

(L.S.S. O.M. No. 14-PU/13. dt. 5-12-74.) 

*Further Reply of Govemmeat 

The NMDC has reported that the suggestion given by the Committee 
regarding the reporting system have already been taken DiP in systematic 
manner. The assistance of the Consultancy and Applied Research Divi
sion of Administrative Staff College of India was taken in May, 1973 for 
introducing "management by objectives" in Bailadila-14 Iron Ore Project. 
Their report was received in November, 1973. The scope of recommen
dation of the Consultants include the reporting system providing for mean
ingful flow of the information· between the Head Office and the Projects 
for the performance of proper planning and effective control on the various 
aspects of the project. 

]be implementation is in progress. Based on experience on Bailadila-
14, similar reporting system with necessary modifications would be intro-
duced in other projects. ' 

[Ministry of Steel & Mines (Deptt. of Steel) O.M. No. 1 (82)/73-IOM 
(Vol. II) dt. 13-1-75). 

·Not vetted by Audit. 



CHAPTER III 

RECOMMENDATIONS WHICH THE COMMITI1EE DO NOT DESIRE 
TO PURSUE IN VIEW OF GOVERNMENTS REPUES 

Recommendation (Serial No.4) 

The Committee regret to note from the actual services rendered by the 
Consultants that the project estimates prepared by them were inadequate 
and required a good deal of modifications with the result that the revised 
cost of project exceeded the original estimates by more than three crores 
of rupees. The Committee also regret to observe that the Consultant's 
Report was silent aoo-ut the disposal of fines. 

The Committee further note that the Japanese Consulting Institute were 
i"fer alia responsible for the performance of the ,plant erected in accor
dance with their design, were to complete the performance test for a period 
of two months either immediately after erection of the plant or as soon as 
they desired them to be done. Although the installation was completed in 
August, 1963 and the period of consultancy as extended till 4th October, 
1965, Committee were informed that the stipulated tests were not CORl

pleted even during this extended period. The Committee are constrained 
to observe that the additional expenditure of Rs. 2.26 lakhs incurred on 
account of extension of the consultancy period thus proved to be infructu
ous. The Committee hope that with the setting up of an agreement 
scrutinising cell in the Corporation, care will be taken to see that agree
ments, bonds etc. will in future be properly scrutinised keeping in view 
the instruction issued by the DPE in this regard. 

(Paragraph 3.22) 

Reply of Government 

The observations of the Committee have been noted. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM, 
dt.18/19-9-73.] 

Further Information ca1led for by the Committee 

Reasons for the additional expenditure of Rs. 2.26 lakhs on alc of ex
tension of the consultancy period may be indicated. 

[L.S.S. No. 14-PU/73, dt. 22-12-73.] 
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*Fwther Reply of Govel'lllllellt 

According to the time schedule, the trial production was to commence 
in January/February, 1 ~63 dnd technical guidance, supervision and actual 
mining operations were to be concluded by December, 1963. The plant 
installations at Kiriburu were virtually completed by November, 1963, but 
operauons at the stipulated scale could not commence. The ore handling 
Plant at Vizag at that stage was not expected to be ready for export on 
the stipulated scale till the end of 1964. To ensure that the plant would 
not run into difficulties at the time of operating it at the optimum rate, 
continued assistance of the Consultants was considered necessary. The 
Corpora,tion had,therefore, initially decided, in November, 1963, to ex
tend the consultantcy agreement from August 5. 1964 to August 4, 1965, 
This accounts for Rs. 2.02 lakhs out of Rs. 2.26 lakhs. 

2. Excess lleneration of fines o.er and above the level estimated in the 
original Project Report, however, necessitated certain modification to the 
ore dressing plant. It was, therefore, considered necessary that Engineers 
from the consultants should be present at the site for technical guidance 
during the period when the modifications to the Plant were being carried 
out. The presence of Japanese Engineers was also considered necessary, 
in view of the operational problems likely to be faced during the fitst 
monsoon period and it was, therefore, decided to extend the consultancy 
for a further period of two man-months from 5-8-1965 to 4-10-1965. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 1/82j73-IOM, 
dt. 7-2-74.1 

Recommendation (Serial No.5) 

The Committee regret to note that the Kiriburu Project could not 
attain the rated capacity even in 1971-72. The shortfall in production of 
lump ore varied from 14 per cent to 22 per cent during the years 1966-67 
to 1970-71 and increased to 48 per cent in 1971-72. Even on the basis 
of run-of-mine handled, the shortfall in production ranged from 10 per 
cent to 19 per cent during the period from 1966-67 to 1971-72. The 
Committee also regret to observe that the shortfall in production during 
1971-72 has resulted in an increase in cost of Rs. 1.88 per tonne and 
consequently the loss has also increased by Rs. 19.6 lakhs on account of 
the supplies made to Japan. 

According to the Corporation the production had to be restricted due 
to the inadequate availability of shipping and railwav facilities. The Com
mitte~. however. find that the production did not follow any set pattern. 

"(Further Reply not vetted by Audit). 
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The Committee, therefore, find it difficult to accept the stand of the Cor
poration that its production was deliberately curtailed on this account. The 
Committee strongly recommend that the Corporation should have a coor
dinated programme of ,production in consultation with the Ministry of Rail
ways without affecting the production targets. 

(Paragraph 3.34 and 3.35) 

Reply of Government 

The observations/recommendations of the Committee have been noted 
and have been communicated to the National Mineral Development Cor
poration for compliance. 

(Ministry of Steel & Mines, (Deptt. of Steel) O.M. No. 1/82/73-10M, 
dt. ~8/19-9-73.] 

Further laformation called for by the Committee 

What is the action taken for drawing a coordinated programme of pro
duction in consultation with the Railways. 

[L.S.S. No. 14-PU/73, dt. 22-12-73.] 

Further Reply of Government 

Presently for Kiriburu, Coordination meetings take place alternately at 
Kiriburu and Bokaro, and arc attended by the representatives of the 
NMI;K, BSL and the Railways so that all concerned operations are 
coordinated. 

2. Similarly in the case of Bailadila, the programme of production, 
despatches and shipment is drawn up in consultation with the Railways, 
MMTC, Deptt. of Steel and Ministry of Shipping and Transport. The 
implementation of the programme, with particular reference to solution of 
problems. that may be encountered, is reviewed monthly at the Central 
Control Room meetings, at whiCh the agencies / organisations referred to 
above are represented and at Local Control Room meetings at Visakhapat
nam, in which the NMDC. MMTC, Railways and the Port Trust parti
cipate. The local Control Room meetings are held generally once a week. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM. 
dt. 7-2-74.] 

*Further Reply of Governmeat 

Against a target of 9.55 lakh tonnes, actual despatches were 6.59 Jakh 
tonnes during 1973-74 from the Kiriburu mine. The Target could not be 
achieved mainly duc to scaling down of the requirements by Bokaro and 
short supply of wagons due to adverse operating condition of the Railways. 

[Ministry of Steel & Mines (Del'artment of Steel) O. M. No.1 (82) ,173-
10M, (Vol. II) dt. 13-1-75.] 

·Not vetted by Audit. 
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RecoJlUlleadatioa (Serial No.8) 

The Committee note that if the lump recovery as envisaged in the 
Detailed Project Report had been achieved there would have been a reduc
;tion in cost to the extent of Rs. 65.61 lakhs from 1964-65 to 1971-72 and 
this constituted a loss to the Corporation. The Committee need hardly 
point out that this loss would be further increased by the cost of beneficia
tion of fines not to speak of the additional cost that may be involved in 
the acquisition and erection of plant and machinery for such beneficiation. 

The Committee need hardly stress that to a considerable extent the 
.economics of an iron ore plant depends on the commercial utilisation of 
.fines. I 

(Paragraph No. 3.50) 

Reply of Govemmeat 

Noted. 

{Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM, 
dt. 18/19-9-'73.] 

Further Inmofmation called 10, ~y the Committee .. 

'What steps have been taken for the commercial utilisation of fines 

(L.S. Sectt. No. 14-PU/73 dt. 5-12-73.] 

"'Farther Reply of Govemment 

After modification and expansion of the Kiriburu Iron Ore Mine. the 
entire fines produced there womd be supplied to Bokaro Steel Plant. 

{Ministry of Steel end Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM, 
dt. 14- I -74.] 

llecommeadatioa (Serial No. 10) 

The Committee note that the Detailed Project Report had recom
mended a total staff of 750 under different categories for the working of 
the mines at the rated capacity of 2 million tonnes of sized ore per annum. 
Subsequently, at 1he instance of the Management, the R. N. Singh Com
mittee in 1964 and the Administrative Staff College in 1967 studied the 
'Staff position and 'recolllDlcnued the suitable staff strength. The Com
mittee find that the strength fixed by the Administrative Staff College in 
1967 was higher than that &xed by the R. N. Singh Committee in 1964 

"'Not vetted by Audit 
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as the former had taken into account the change in the lump fine ratio 
and its effect on the output per manshift. 

The Committee regret to observe that even on the basis of revised 
strength as fixed by the AdminisU'ative Staff College, the Kiriburu Pro
ject had been carrying a large number of surplus staff and this had re
sulted in an additional expenditure of Rs. 33.76 lakhs from 1966-67 to 
1971-72 and had caused an increase of 28 paise in the cost of production 
per tonne on an average. The Committee note that the Management are 
already seized of the problem and have taken various steps like voluntary 
retirement scheme, absorption of surplus workers in the new scheme, with
out creating industrial unrest, the Committee feel that the Management 
should tackle this problem and find an abiding solution. Meanwhile 
auempts should be made to deploy the surplus staff in such a way so as 
to reduce any loss to the project on this score. 

(Paragraph No. 3.66) 

Reply of Government 

Noted. 

[Ministry of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM, 
dt. 18/19-9-73.} 

Further IDfonnadoa caUed for by the Committee 

The Committee recommended that the Management should tackle the 
problem and find an abiding solution. The action taken by the NMDC 
in the matter may be indicated. 

(L.S. Sectt. No. 14-PU/73-dt. 5-12-73.) 

.Fortber Reply of Government 

The Detailed Project Report Provision of Staff SU'ength of 750 Nos. 
was revised to 1237 by Administrative Staff College in 1967 as stated in 
para 3.52 of the report. A further revision of staff strength to 1370 was 
approved by the Board in 1970. Against the approved staff strength of 
1370, the present actual sU'ength in the project is 1535 (including 184 on 
muster roll). The excess staff in the project is in the category of muster 
roll labour, Who were employed, on daily rated basis during the time of 
construction. As stated in Ipara 3.56 of the report these workers (mainly 
adivasis) though rendered surplus at the end of the construction phase 
could not be retrenched straightway especiaI1y as they had put in fairly 
long years of service in the project. 

·Not vetted by Audit. 



33 

2. The problem of reducing the excess staff in the category of Muster 
Roll labour, in the Kiriburu Project is being tackled as suggested in the 
Committee's Report without creating any industrial unrest. NMDC bas· 
recently taken up the revision of the Voluntary Retirement Scheme to 
make it more attractive so that this may be availed of by the excess staft 
Bt the Project. Apart from above, Kiriburu project is also at ,p.resent 
under expansion and the feasibility studies of Meghahatuburu and Malang
toli Iron Ore Deposits which are in the proximity of Kiriburu Mine, are 
in progress. The excess staff of Kiriburu would be considered by National 
Mineral Development Corporation for absorption in the above schemes. 

[Ministry of Steel & Mines (Deptt. of Steel), O.M. No. 1/82/73-IOM 
dt. 14-1-74.} 

Recommendation (Serial No. 11) 

The Committee note that in National Mineral Development Corporation· 
the output per manshift ranged from 3.37 to 4.25 during the period from 
1966-67 to 1970-71 compared to a rate of 5.39 based on the strength 

reco:nmended by the Administrative Staff College and 8.89 indicated in the 
Detailed Project Report. The Committee were informed that the Detailed 
Project Report was based on a staff of 750 men for recovery of 2 million 
tonnes of lump ore nnd this had turned out to be ·unrealistic in actual 
practice. According to the Management, the sanctioned strength was 137() 
for an output of 1.8 million tonnes only. The Committee were assured 
that the position is expected to improve with the removal of the con~traints 
on p,roduction with increase in supplies to Bokaro. 

The Committee view with concern the wide variation between the 
strength sanctioned by the Management and the strength indicated in the 
Detailed Project Report and suggest that the Management should work-out 
a realistic rate of output per manshift taking into account all the factors 
and ensure that the rates are adhered to by a stricter supervision and in-
crease production. 

(Paragraph No. 3.67). 

Reply of Govel'lUlleDt 

Noted and NMDC is being requested to take necessary further action. 

[Ministry of Steel & Mines, (Deptt. of Steel), O.M. No. 1/82/73-IOM,. 
Dt. 18/19-9-73) .. 
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Further Information Called for by the Committee 

What are the reasons for wide variation between the strength sanc
Itioned by the Management and the strength indicated in DPR and what 
.steps have been taken to work out a realistic rate of output per manshift. 

(L.S. Sectt. No. 14-PU/73, Dt. 22-12-73.] 

Further Reply of Government 

The reasons for the wide variation between the strength sanctioned by 
,the Management and the strength indicated in the DPR are broadly as 
foUows:-

(a) The Project Report manning pattern envisaged only a central 
maintenance section for the whole project, whereas in the 

actual operation, separate maintenance personnel were found 
necessary for crushing plant etc. 

(b) Even in the Central Mechanical and Electrical Maintenance 
sections adequate number of persons in the skilled as well as 
helping categories were not provided in the DPR. 

(c) In case of Medical and Public Health Departments, DPR provi
sion for lower category staff for Sanitation Wing was very less. 

(d) DPR provided only a few posts for Stores purchase and sup
ply function under the Finance Wing of the project. whereas 
re-orientation of the project's stores organisation was to be 
done, with proper manning for effective purchase and supply 
control. 

(e) In the case of Civil Section, the water supply installations which 
are being electrically operated, were not adequately manned in 
the DPR. 

(f) The Finance Wing manning in the DPR was inadequate for its 
clerical functions. 

(g) The Security Guards provided in the DPR were very much less 
and in the interest of the Project's safety this was to be increas
ed considerably. 

(h) The canteen facilities, as required in the Mines Act and rules. 
were not envisaged in the DPR and manning was provided for 
the canteens. 

(i) Adequate nu:nber of posts in the helping category for Mines 
Department and staff for the Chemical Laboratory were not 

., provided in the DPR. 
t. 
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(j) The DPR, though envisaged some school facility, has not fully 
envisaged the requirements of Nursery, Middle and Higher 
Secondary School which are running in the Project. 

(k) As brought out in the Report of Sri R. N. Singh Committee 
which assessed the man-power requirement of Kiriburu, "the 
DPR assessment appears to be based on the working conditions 
obtaining in Japan and the higher standards of personnel effi
ciency prevailing in that country." 

(I) The DPR has not provided adequate number of leave reserve 
posts at all the necessary places. 

(m) The DPR provision of vehicle Drivers was restricted to the 
limited number of vehicles provided in the DPR. Later these 
vehicles were found to be inadequate for the operation of the 

project. As such with the increase in the number of vehicles, 
the drivers' strength was also increased. 

2. The staft' strength of 1370 actually sanctioned is related to an out-
-put per-man-shift of 5.39 tonnes of ROM ore. As the actual production 
at Kiriburu had tapered off because of the expansion and modification 
scheme and the reduction of the contractual commitment for export to 
Japan, it was not possible to achieve the OMS figure of 5.39 during the 
period of the actual expansion and modification of the Kiriburu Plant. 
After the scheme has been implemented in full, the OMS would increase 
progressively and reach the optimum. It would be relevant to mention that, 
when the expansion scheme is in optimum operation, the total man-power 
for the expanded mine and plant would be 1370+400= 1770, related to 
an output of 4.29 million tonnes per year, which would yield an actual 
OMS much in excess of 5.39 for the former Kiriburu mine. 

Expansion and modification of tbe Project is now under way and is 
scheduled to be completed in October, 1974. Standard levels for OMS 
would be booked and prt:sc.ribed after the plant production is '1tabilised 
1iome time in 1975. 

'[Ministry of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM, 
dt. 7-2-74, 31-1-75.] 

RecollUlleDdation (Serial No. 12) 

The Committee note that the Project Report had envisaged the avail
-ability factor of heavy mining machinery as 75 per cent on the basis of two 
shifts working for 275 days in a year. The Committee find that the per

. centage of machine shifts actually utilised for production to the total:na-
chine shifts theoretically available for production was 64.3 per cent in the 
case of dum:pen; and 48.9 per cent in the case of dozers during 1968-69. 
On the basis of percentage of the utilisation of two types of heavy mining 
'machinery viz., dumpers and dozers, the Committee find that 5 out of 20 
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dumpers and 3 out of 8 dozers have been acquired in excess of require
ments. The Committee were informed that "though the physical holding 
of dumpers was 20, two of them were of smaller capacity (iv. 15 tonnes) 
and hence could not be utilised for production since 1968-69 as they were 
not of the enatching capacity with power shovels. Out of the remaining 
18 dumpers three Euclid dumpers of 27 tonnes capacity were out of the
production line since they met with accidents, two on 4-9-1968 and one on 
7-12-69 and had been rendered unserviceable. The project had thus only 
15 dumpers for actual utilisation. 

The Committee are at a loss to understand as to why t\'\18 dumpers of 
smaller capacity were at all purchased if they could not be ut.i.Lised for pro
duction purposes and why these were lying unutilised since 1968-69 and 
why the dumpers which met with the accidents could not be made service
able or disposed of to the best advantage of NMDC. 

The Committee strongly reco:nmend that the entire matter of pur
chase of dumpers should be thoroughly investigated and responsibility 
fixed for purchase of dumpers not of the required capacity and keeping 
them un-utilised since 1968-69. The Committee also recommend that 
the Corporation should immediately take steps to ensure that the surplus 
dumpers are usefully deployed on other projects taken up by the Corpora
tion or diverted to other public undertakings with the help of Bureau of 
Public Enterprises. 

[Paragraph No. 3.78 and 3.79.] 

Reply of GoverameDt 
The N.M.D.C. have stated that the two smaller capacity 15 ton 

dumpers were procured for over-burden removal and waste mining for' use 
in conjunction with 2i cu. yards shovels. In 1969 these dumpers were 
converted into water tankers and are in use as such. As the three large 
size dumpers which met with an accident were beyond economic repairs 
(the body chassis and frame having been twisted badly) they had to be 
disposed uf. Out of the remaining 15 dumpers, 9 are working. TwO' 
had completed their economic life and were disposed of in open auction. 
Another tour have also completed their economic life and are awaiting 
disposal a':tion. On completion of the Kiriburu Expansion and Modifica
tll,[l Scheme, the project would require 22 dumpers of 35 ton capacity 
flW handling 6.5 million tonnes of run-of-mine and waste material per 
year. Sin:e the total capacity of the existing dumper fleet (9 of 27 tonne 
capacity) is much less than this requirement and since some of these 9' 
dumpers fire also due to complete their economic life shortly, the neces
sary repla ~ement/additions will be affected from time to time. There is 
therefore, no surplus capacity of dumpers at Kiriburu at present. 

[Ministry of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM, 
dt. 12-12-73.]' 
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Further IDfoI'llUldoll CaIIecl for by tile Committee 

What ill the loss incurred in disposal of (a) three dumpers (large 
:size) which met with accident; and 

(b) other dumpers disposed of in auction. 

[L.S. Sectt. No. 14-PU/73 dt. 5-12-73.] 

·Further Reply of Government 

No fonnal loss was incurred by the Corporation on disposal of d"m 
pers since these were fully depreciated. 5 pumpers including the 3 that 
met with an accident were disposed of in auction. 

;[Ministry (If Steel & Mines (Deptt. of Steel) O.M. No. 1/82!73-IOM 
dt. 7-2-74.] 

Recommendation (SerIal No. 14) 

The Committee note that Detailed Project Report envisaged power 
consumption at Rs. 0.073 per tonne. According to the Management this 
1l'ate does not represent the cost of power consumption but the cost of 
power division in the maintenance section and the cost of power consump
tion should be 60 paise per tonne. The Committee regret to note that 
such facts were not brought to the notice of the Committee at the appro
priate time. The Committee were also informed that at the existing rate 
of 14 paise per unit of power the consumption rate should be 86 paise 
per unit. The Committee regret to note that the actual cost of power 
consumption per tonne of ore during the years 1969-70, 1970-71 and 
1971-72 was much in excess over the revised rate of 86 paise per unit. 

The Committee note that the quantity of water consmuption has in
creased frem 8 cubic metre per minute to 10 cubic metre per minute. 
'The Comn ittee were informed that project estimate envisaged wet opera
tions only 'or 4 months while in actual practice wet operations are to be 
'Conducted throughout the year. 

The C( mmittee, however, are not quite convinced that such excess 
'Consumption of water alone should account for the increased cost of power 
consumpticn. The Committee recommend that the Management should 
carefully analyse the causes for such excess consumption of power and 
the Management should t3ke steps to instal power meters to control and 
have accurate readings for power consumption to identify the causes of 
'excess consumption of power and take suitable remedial measures. 

[Paragraph Nos. 3.91 and 3.92.] 

*Reply of Govemment 

The observations of the Committee have been noted. The N.M.D.C. 
is taking suitable steps to analyse carefully the causes of excess power 

[*Not vetted by Audit.] 
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consumption and to control usage of power through installation of power 
metres end other devices. 

[Ministry of Steel & Mines (Deptt. of Steel) C.M. No. 1/82/73-IOM 
dt. 12-10-73.] 

Further Wermatio. Called lor by the Committee 

Have the causes for excess consumption of power been enquired into
and if so, details thereof. Have you fixed the time limit for installation 
of power meters and other devices? 

[L.s. Sectt. No. 14-PU/73 dt. 5-12-73.J 

·Farther Reply of Govenuaent 

The' NMDC has constituted a committee consisting of (a) General 
Manager, Kiriburu Iron Ore Mine; (b) Financial Adviser, Kiriburu Iron 
Ore Mine; and (c) Sc. Executive Engineer (Blec.), Kiriburu Iron Ore 
Mine to go into (i) the causes for excess consumption of power and the 
details thereof; (ii) the time limit for installation of power meters and 
other devices. The Committee will be headed by General Manager, Kiri
buru Iron Ore Mine. The Committee has been asked to submit i~ report 
within one month of the receipt of the tetter constituting the Committee. 

The details will be known after receipt of the report of the Committee. 

[Ministry of Steel & Mines (Deptt. of Steel) O.M. No. 1/82.!73-IOM 
dt. 7-2-74.J 

Further IDformation Called for by the Committee 

Has the Committee headed by the General Manager, Kiriburu Project 
submitted its report. If so, what are its findings and the action taken 
thereon. 

[Lok Sabha Sectt. D.M. No. 14-PU/73 dt. 5-12-73.J 

-Further Reply of Government 

The report of the Committee headed by the General Manager, Kiri
buru Iron Ore Mines has been received by NMDC. The Committee has, 
in its report, worked out the rated consumption of electricity in each of 
the principal sectors of operation, viz. (a) direct mining crushing, washing, 
screening and loading; and (b) indirect operations such as repairs/work
shop, general office, township, water supply, street-lighting, etc. The 
Committee has come to the conclusion that, with reference to the norms for 
electrical consumption so worked out the actual consumption has been 
reasonable (being broadly within the norms) and that there has been no 
excess consumption at the full operating level of the mine and plant. The 

.Further reply not vetted by Audit . 
• Not vetted by Audit. 
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Committee has further observed that, when the plant operates at a c3ipa-
city substantially below the rated capacity, the consumption of electricity
cannot decrease proportionately to output. 

2. The Committee has, in order to minimise the consumption of 
electricity and to improve the load by achieving a more even spread of 
the load thereby decreasing the power cost, suggested following measures: 

(1) Filling up of the water reservoirs and tanks provided for water
storage in the plant and mill water work tank at the booster pump houses 
during the maintenance shift by running both the pumps simultaneously~ 
if required; 

(2) Carrying out waste-mining as far as possible during maintenance
and/or idle shifts, thereby reducing the maximum load durin, the opera
tional shift; 

(3) Minimising the idle run of shovels and drills; and 

(4) Economising street lighting in the township by providing a separate
circuit for alternate poles, which could be switched off after 10 P.M. 

Action is being taken on the above suggestions. The Project manage
ment is also proposing to fix norms for the modified and expanded Kiri
buru Plant for which purpose, a detailed exercise wi]] be made after the
plant has been fully commissioned and production stabilised. 

[Ministry of Steel and Mines (Deptt. of Steel) D.O. letter No. 1(83)/73-
10M Vol. 1.1 dt. 18/19-12-1974.] 

RecommeDdatioD (Serial No. 15) 

The Committee find that against the FOBT cost of Kiriburu iron ore at
Rs. 10.44 per tonne and selling price of Rs. 36.70 envisaged in the 
Japanese Consulting Institute Report the FOBT cost has increased from 
Rs. 61.90 in 1967-68 to Rs. 73.10 in 1971-72 and correspondingly the 
selling price also increased from Rs. 56.94 in 1967-68 to Rs. 57.29 in 
1971-72. The Committee regret to note that the loss per tonne has thus 
increased from Rs. 4.96 per tonne in 1967-68 to Rs. 15.8 per tonne in 
1971-72. The Committee however find that among other reasons the 
increase in cost during t 971-72 was due to low level of production, 
increase in wage bill and increase: in cost of procurement of stores, spares 
etc. The Committee need hardly stress that the Corporation should end
eavour to bring down the mjnin~ cost by attaining the rated capacity of 
production with the maximum efficiency of laboqr. 

[paragraph No. 3.102.}' 
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Reply of Government 

Rs. 10.44 per tonne is the FOR cost estimated in the Detailed Project 
'Report. The Kiriburu Mine and Plant are now being modified and ex
-paDded to meet the requirements of Bokaro Steel Plant. Once these are 
completed, the increased level of production is achieved due to off-take by 
Sokaro Steel Plant the cost is expected to come down. 

IMin. of Steel and Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM 
dt. 12-10-73.] 

Further information Called for by the Committee 

(i) What is the total cost of modification of Mines and Plant. 
Have these been completed. If not, when are these expected 
to be done; 

(ii) How do the actual costs differ from the estimated cost; and 

(iii) Have the reasons for variations from estimated cost been 
analysed. 

(vi) What was the cost during 1972-73 end how does it compare 
with the cost during 1970-71 and 1971-72. 

(L. S. Sectt. No. 14-PU/73 dt. 5-12-73) 

*Furtber Reply of Government 

,,(i) The revised cost of the Kiriburu Expansion and Modification 
scheme is estimated to be Rs. 1551.26 lakhs. The estimates 
are UDder examination by the Steel Authority of India Limited. 
Trial runs with the Primary and Secondary Grushers ('A' Line) 
have been commenced and the entire scheme is expected to 
be completed by the last quarter of 1974. 

(ii) and (iii) Comparison of actual cost of modification and expan
sion to the estimated costs will be possible only after comple
tion of the project. 

(iv) Information is being collected and will be furnished. 

{Ministry of Steel and Mines (Department of Steel), O.M. No. 1/82/73-
10M dt. 14-1-74.] 

*Further Reply of Government 

(i)to (iii) Already furnished. 

*Not vetted by Audit. 
At the time of the factual verification the Corporation stated that "the 

-revised Estimates amounting to Rs. 1642.48 lakhs exclusive of Deferred ex· 
"])enditure are under considerati8n by Steel Authority of India Ltd. Because 
~f the delay in the supply of equipment of HEC. the project hal not yet been 
completed. Until the equipment is actually received no precise date for 
completion can be indicated." 
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(iv) A statement furnishing (cost data) tho itWorm ... · as Uftder: 

KIRIBURU PROJECT 

·COST SHEET 

ProJuction (Lakh M.T.) 16· 96 16'41 14'30 10'47 8'73 5'3 1 

1970-71 1971-12 1972-73 

R.B. AcruaI R.B. ActwIl' R.B. Actual 

.()j erating Cost 

I. Operation. 5'52 S'X> 7'26 8'44 10'54 14'25 

2, Services 2' IS 2'33 2'65 3.64 S'12 7'20 

3, So cial overheads 0'42 1'18 I'U 0'10 1'93 2'08 

4· Adm, overheads 1'17 0·80 1'40 3'37 3'15 3'99 

S· Share of head Office expendi-
ture 0'54 0'77 0·80 0'94 1'44 1'26 

TOTAL: 9'80 11'28 13'~ 17'09 22' 18 28'78 

B. Royally & Ces.' I' 75 1'56 1'75 1'54 1'55 2'04 

C. Interest on Government Loan 0'01 0'35 0'46 0'6g 1'22 

D. Depreciation & Deffered Re-
venue Expenditure 4'42 3'95 4'52 5'89 7.06 14'09 

GRAND TOTAL: 15'97 16'&0 19'84 24'98 31'48 46'13 

·The Cost of production in the years 1971-72 and 1972-73 is high 
because of restricted production duc to (a) lesser commitment on account 
of exports; and (b) shutdown of the plant on account of modification and 
expansion of the Project. Estimated costs in 1975-76 the first year of full 
operations of the expanded project are expected to be Rs. 20.07 per ton 
excluding royalty and cess and interest OD Government loan. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM 
dt. 7-2-74J 

The Committee Dote thilt oD account of inadequate provisiOll9/clmnge 
hl specifications an ox.peDd.kure or ... 473.68 lakJIs was lacarred by mall
agemcnt over above the profIsbn auto In the n.taiIIII. PIOjeet Report. 

.Not vette4 by Audit. 



'ney also note that a committee of directors of the National Mineral 
Development Corporation had raised a number of points about this addi
tional expenditure incurred including the following: 

(1) whether there has been an over-designing of capacity by the 
acquisition of 8 larger number of equipment than originally 
planned; 

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

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

(4) what is the increased in oost on account of each of the above 
factors. 

The Ccnmm1ttee of the Board of Directors had also desired that the 
matter should be reviewed further thoroughly. 

The Committee are given to understand that subsequently the matter 
wu gone into by the Financial Adviser of the Bailadila Iron Ore Project 
and his report is with the Government. The Committee would like to 
impress on GOVettUDent that all aspects of the matter should be gone into 
as purchase of machinery in excess of requirement or creation of unbal6Dced 
excess 08iPlscity in certain sections have adverse effect of a recurring 
natu.re on the cost of production. The Committee are informed that it 
is already costing the NMDC Rs. 0.28 per tonne by way of additional 
cost at the rated capacity of 4 million tones per annum. The Committee 
would like Government to thoroughly probe the matter and fix responsi
bility including those of collaborators and of officers who were entrusted 
with the task of scrutinising the details before placing firm orders for 
machinery and equipment. The Committee would like to be informed 
of the action taken within the next three months. 

(Paragra.ph Nos. 5.28 and 5.29) 

Reply of GovernmeDt 

A Group consisting of officers of the Mirustry of Steel & Mines 
(Department of Steel) and Ministry of Finance has examined the final 
revised cost estimate or BaUadila (Deposit No. 14) mine keeping in view 
the findings of the Committee of Directors of the National Mineral 
Development Corporation "'hicll had examined the revised cost estimate, 
as well as the report of the Financial Adviser of the Project on certain 
points brought out by the Committee of Directors. The report will be 
examined by Government on receipt. 
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It has to be appreciated that Bailadila (Deposit No. 14) mine was 
the first large mechanised mine involving excavation of 5.5 million tonnes 
of run-of-mine ore per annum (later increased to 6.6 million tonnes), 
the Project Report for which was prepared by the N.M.D.C. itself without 
any outside assistance/collaboration. Its I first mechainsed mine viz., 
Kiriburu, which was of a much lower capacity (3.3 million tonnes of 
run-of-mine ore per annum), was developed with the collaboration of 
a Japanese Consultant. The imbalance in the design and layout of the 
Bailadila (Deposit No. 14) mine with a much higher capacity than 
previous mine was largely a consequence of their lack of adequate 
experience of developing a large mechanised mine. Improvements were 
made by the Corporation in the course of developing the mine with a 
view to achieving the objective. Government do not, therefore, consider 

1I1at any individual or individuals can be held responsible for the 
inadequate provisions/change of specifications. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 1/82/73-
IOC dated 4-1-1974.] 

Recommendation (Serial No. Z4) 

The Committee find the original estimates approved by the 
Government for Rs. 15.75 crores in 1964 had under gone revision during 
the course of construction of the project; first in December, 1968 for 
Rs. 25.21 crores and again in September, 1971 for Rs. 29.70 crores and 
the Revised Estimates submitted to Government in November, 1971. 
The Committee also note that the excesses over the original estimates had 
been examined first by a Committee of Directors and later by the Financial 
Advisor of the Project and their reports also submitted to Government in 
January, 1970 and September, 1970 respectively. The Committee regret 
to note that these Reports are still under the consideration of Government 
aJongwith the Revised Estimates. The Committee, however, find that 
Government had been releasing funds on the basis of Budget provision 
much in excess of the sanctioned estimate without approval of the Cabinet 
as required under the instructions issued by the Bureau of Public Enter. 
prises, Ministry of Fina~c;:e. . 

The Committee take a serious view of this lapse and strongly urge tbat 
'the revised estimates should· be gone into and sanction of the competent 
authority issued. The extent of revision and its implications on the 
'economics of the Project should be specifically examined. 

The Committee would 'also like Government/Corporation to review 
its rnechan ism of e"penditure control to obvia!C recurrence. 

(Paragraph No. 5.37) 
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Reply 01 Goverameat 

The recommendation of the Committee has been noted. As regardS 
review of mechanism of expenditure control by the Government/Corpora
tion to obviate recurrence, the reconunendation is being brought to the
notice of the Ministry of F'mance (Bureau of Public EnteJ1Prlses) for 
appropriate action. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 1/82/73-
10M dated 4-1-1974.J 

Recoamaeodation (Serial No, l$) 

The Committee are distressed to find that the production in Bailadila 
even after four years of commissioning of the plant has been below the 
original target pf. 4 million tonnes. Further, the ,percentage of lump 
ore recovered does not exceed 65 per cent as compared to 75 per 
cent envisaged in the Project Report. 

The Committee cannot accept the plea that the DPR did not provided 
adequately for waste mining and the bench of required length as specified 
in the DPR could not be developed during construction due to non
availability of electric supply in time. The net result of all these factors 
has been that not only BailadiJa has failed to achieve the targetted 
production and meet in full the commitments for export, but the cost of 
production has been much higher as compared to the original estimates 
and even Kiriburu mines, which had been developed earlier for similar 
exports to Japan. The Committee note that NMDC are now con~id~ring 
~I proposal to utilise the fines by pelletisation with or without beneficiation 
and stress that the matter should be gone into most. careful1y having regard 
to the economics of the project. 

The Committee would like the Management to spare no pains to 
increase recovery of lump ore and enhance efficiency in production in 
orde.r to improve the en.conomics of the project. 

(Paragraph Nos. 5.26 & 5.57.) 

The reco~d\ltions of the Committee have ~n brwgbt to the' 
notice of thF N.M.D:C. 

[Ministry of Steel &. Mines (Departm~nt of S~l) O.~ No. 1/82/73-
. M1V (10M) dated 27-11-1973.] 
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IDformatioa called for by the Committee 

(i) Please state what steps have been taken by "NMOC f6riilcreasing 
recovery of lump ore and enhance efficiency in production for the improve
ment of economics of the project. 

(ii) What is the p~sent po6ition about t'he iptOpdsaI for utilisation 
.df fines by penetisation with or without beneficiation? Have the economics 
of the project been examined and if so, with what results? 

[Lok Sabha Secretariat No. 14-PU/73 dated 5-12-1973.] 

*Further Reply of Government 

(i) The position has been explained in reply to S. No. 23 (Recom
mendation No. 55) of the supplementary list sent with Lok Sabha Sectt. 
O.M. No. 14-PUj73 dated 5-12-1973). 

(ii) 1'1!e NMDC had got a techno-economic feasibility study conducted 
by Dastur Co., for utilisation of fines from Bailadila deposit No. 14. 
This study of 1972 revealed that a 2 million tonnes pelletisation plant 
{assuming rail transport of finished pellets from Bailadila to Vizag Port) 
would incur a loss of Rs. 2 crorcs per annum. 

NMOC under the guidance of a Working Group constituted by the 
Government to sudy the proposals for pe11etising the fines from the 
Bailadila group of Mines, is considering transport of slurry through a pipe
line. A preIim'inary study by ElL on the pipeline project revealed that both 
the capital and operating cost would be considerably more economic 
as compared to a second railway tine. The existing single rail tine"s 
capacity would be fully utilised with the ipTesent export commitments of 
lump ore and the ore/sinter feed requirements of the proposed Vizag 
Steel Plant. 

The pipeTine project and the pelletisation proposals to utilise the fines 
from BailadUa group of MiJ'les wiD be firmed up after the technical 
studies now being undertaken to determine the feasibility of this project, 
are completed. 

(Ministry of Steel & Mines (Department of Steel) O.M. No. 1/82/73-
10M dated 7-2-1974.] 

Farther laformation called for by _ committee 

fItease state the latest position. 

1'1.. S. Sect. O.M. No. 14-PU /73 dated 30-12-74.] 

1. t 
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·FurdIer Reply of Goveromeat 

1be proposal for setting up a pellet plant to utilise Bailadila fines has 
DOt been included in the draft Fifth Five Year Plan due to constrain of 
resources. The pros and cons of locating the pellet Plant near the Mine 
at Bailadila or near the Steel Plant/Port-at Vizag have to be examined after 
the techno-economic feasibility of transporting fines from Bailadila to Vizag 
in slurry form by pipeline, ha!'! been studied and established. Further 
progress could not be made since the project has not been included in the 
draft Fifth Plan. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 1/82173-
10M (Vol. IT) dated 4-1-1975.} 

Recommendation (Serial No. 26) 

The Committee note that the Board of Directors in October, 1967 
fixed the staff strength of the Bailadila Project at 800 on the Kiriburu 
Mines staffing pat~m. Later in January, 1968 the Administrative Sta1f 
College, Hyduabad conducted a study of the requirements of the staff 
for the project and suggested a strength of 1173. As this study made 
by the Staff College "did not take into account adequately the staff 
'requircmoots of certain departments like the Maintenance Department 
and three shifts working in the loading plant, the Board of Directors 
fixed the staff strength at 1546 in tlielight of experience gained in the 
working of the mine since A!pril, 1968 and phased increase in the level of 
output". The Committee, however, note that the present strength of the 
project is 1691 about 10 per cent in excess of the strength approved by 
the Board after a comprehensive study. 

The Comniittee regret to not thet in spite of the excess stafl', the 
output per-man-shift is less than the budgetted output from 1968-69 to 
1971-72 except for one year. The Committee, therefore, recommend that 
concerted efforts should be made to improve the efficiency and maximise 
output so that the output per-manshift may increase cosistent with 
the staff employed. (Pangraph 5.62) 

Reply of GovemmeDt 

The recommendations of the Committee have been brought to the 
notice of NMDC and they have been .. asked to improye the efficiency. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 1/82/73-
MIV (10M) dated 27-11-1973.] 

*Not'vetted by Audit. 
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RecolDDleadlldoll (Serial No. 28) 

The Committee note that a decision was taken to execute the Bailadila 
Deposit No. 5 in two phases, the first phase with production of 2 million 
tonnes and the second phase for 4 million tonnes, to match the handling 
capacity of Vizag Port. Thereafter with the scheme for expansion of the 
Vizag. Ha;rbour, it was decided that it would be economical to develop a 
mine with a capacity of 4 million tonncs of sized ore. The Projectt: 
feasibility report was examined in August, 1968 and it was found that 
mine would remain a losing venture for all time to come, and that the 
project would be losing at the rate of Rs. 2.25 per tonne, on ·the basis of 
the price to be received in respect of the supplies from Vizag Outer Harbour 
and that the price for the supply to the Japanese Steel Mills was firm for 
10 years. The Committee were informed that the revised decision was 
taken after taking into account the development and the associated infra-' 
structure of railway and port facilities and the interest of the Japanese Steel 
Mills. 

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

The Committee would like that Government should carefully analyse 
the various components of cost and take concerted measure to ensure that 
the cost of production and transport charges do not exceed the sale price 
which is fixed with reference to the international conditions. In fact with 
experience and large production, it should be possible for the Corporation 
to reduce the cost of production and increase the margin of profit so that 
it may act as an incentive for developing mOre mining areas, stepping up 
the exports and wining more foreign exchange. 

(Paragraph Nos. 6.31 " 6.32.) 

Reply of Goftl'lUllellt 

The Committee's recommendation has 'been noted, for guidance in 
consideration of inveatment proposals in future. 

The 1 apanese Steel M"ills purchase iron ore from a number of countries. 
They are thus, in 91 position to obtain a common CIF price, i.e., a 
uniform landed cost in Japan. This results in the FOB iprIces in India 
being fixed in relation to the common CIF price in Japan. In other words, 
there is hardly any stope for increase of price- for Indian ore unOatemny. 

The only other way to malce export of iron ore profitable is to bring 
about cost reductions in mining railway transportation, port handling 



and ocean transportation. The Committee's reeommendatiODs in this 
regard will be studied earofuJty. 

lMinistry (Jf Steel & Mines (Department of Steel) O.M. No. 1/82173-
10M dt. 26-10-73.] 

FuItber IDformatloa Called lor by tile Committee 

The Committee df"sired to know the steps proposed to be taken to 
bring the cost reduction in mining, raUway transportation, Port handling 
and ocean transportation with a view to make export of iron ore profitable. 

(L.S. Seett. O.M. No. 14/PUj73 dt. 5-12-74). 

Further Reply of Goverament 

As already stated in reply to recommendation No. 28 there is hardly any 
scope for increase of price for Indian Ore unilaterally. The authorities 
concerned with Railway Transport. Port charges and Ocean freight have 
been requested to reconsider their rates vide this Department's O.M. 
No. 1/82j73-IOM dated 24-10-1973. The position will be reviewed at 
the time the project goes into ,production. 

As regards mining costs efforts will be made to keep these to the 
minimum when actual production starts. 

[Ministry' of Steel & Mines (Department of Steel) O.M. No. 1/82173-
IOM--Vol. II dated 14-1-74.] 

In this connection the latest reply may be seen at recommendation 
No. 19. 

Recommendation (Serial No. 30) 

The Committee note that the original target date for completion of 
project was December, 1973 and the trial runs were to commence in early 
1974 to synchronise with ~he completion of Vizag Outer Harbour. While 
the Committee were informed that the Outer Harbour at Vizag, is likely 
to be completed by May, 1974, the Committee regret to note the delay 
in the completion of the Bailadik No. S Project. According to the present 
indication the project is likely to be commissioned towards the end of 
1974 only. The Committee were informed that even this target is subject 
to completion of the tunnel work entrusted to NPCC by March, 1974 
and delivery schedule of plant and machinery by the Heavy Engineering 
Corporation Ud. and NAMe on \vnom orders were placed even as early 
as March, 1969 being adhered to. The Committee were also informed 
that HEC would be able to complete the supply oDly in July/August, 1973. 

'f.U C~ 'riew wi8t CO'Dcem that even !Cbe present anticipation 
for comp1etion of the Bai1a~ No. S PrQlect c.n~o~ ~ ~hcred to .unless 



49 

the sister public undertakings are geared up to fulfil their contractual 
obligations to NMDC and adhere to their time schedules as otherwise the 
facilities provided by Vizag Outer Harbour would perhaps remain un-
utilised. 

The Committee need hardly stress that Government/Public Under
takings should realise that once a contractual oommitment is made with 
a foreign party, Government should ensure through concerted measures 
that the commitments are honoured so as to generate and sustain the 
confidence with the foreign parties. The Committee would also like 
Government/Corporation that, with their experience of mining in the other 
projects, they should use the latest technologY and equipments so as to 
achieve production at an economic cost so that the prices may be CODl

petitive. (Paragraph No. 6.34 & 6.35) 

*Reply of Government 

The completion of Bailadila No. 5 is likely to be delayed beyond 
December 1973, due to further delay anticipated in the delivery of equip
ment by H.E.C. The maller regarding deliveries by H.E.C. W::IS dis
cussed at a high level and a meeting taken by Secretary Steel. Possibi
lities of import were also explo.red, and it was found that import will flct, 
at this stage, expedite completion. 

The observations of the Committee th&t Public Undertakings should 
ensure that commitments made to foreign parties are honoured, are being 
brought to the notice of RP.E. 

The Corporation endeavours to use the latest technology and equip
ments to the extent possible to achieve production at an economic cost so 
that the 'p'rices may be competitive. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 1/82173-
JOC dated 12-10-1973.] 

FurtIIer information Called for by the Committee 

(i) Copies of the instructions issued by Govemme'Ilt regarding com
mitments made to foreign parties may be furnished. 

(ii) W!tat measures have been taken to expedite delivery of equip
ment by HEC? 

[Lok Sabha Secretariat O.M. 14-Pu!73 dt. 5-12-73.] 

Further Reply of Government 

(i) Copies of instruction, when iSSUed by BPE, will be furnisbod to 
the Committee. 

(ii) The matter is constantly under review at a high level. 

(Ministry of Steel &: ~8 (DqJartJaeDt of, &=1) O.M. iNo. l/82/731OC 
dated 1~1-l914.J 
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*Furtber Reply ofGoveron.t 

There ~ been further delay in the. manufacture and supply of equip
ment by MIs. H.E.C. As per latest indications obtained from HEC, 
the first primary crusher, stacker, Reclaimer and Wagon Loader are 
expected to be delivered from January to June, 1975 and the second 
Primary Crusher by end of 1975. With regard to technical problems 
encountered in the drivagc of the tUIl'llel for the main down-bill conveyor, 
caused by loose strata conditions and water flow, arrangements have been 
tied up in consultation with M/s. NPCC for undertaking chemical grout
ing. Services of a Contractor with requisite resources and expertise 
have been secured to assist Mis. NPCC for completion of the tunnel. 
Taking into account the further delay in the supply of equipment by 
MIs. HEC, the Bailadila No. 5 Project is not now expectC<l to be ready 
before March. 1976. 

In order to minimise short-falls against the long-term Bailadila con
tract for exports to Japan, NMDC have taken several measures to supple
ment the output of the existing mine at Bailadila No. 14 by inte'DsilYing 
1Ioat ore mining oli the neighbouring deposits. These measures were 
also discussed at the meetings of the Committee of Secretaries on Iron Ore 
Exports held in April and November, 1974. As a result of these 
measures, NMDC have assured a production of over 6 million tonnes 
during 1975-76 against anticipated ex'plorts of 4.3 million toones in 
1974-75. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 1/(82)/73-
10M (V01. 10 dated 13-1-75.] 

RecolDlllelldatioa (Serial No. 31) 

The Committee regret to note that the work of construction of jeepable 
road as part of the road from Bailadila deposit No. 5 to deposit No. 14 
through Galli Nullah was undertaken departmentally and tenders were 
invited. in March. 1968 even .. wittiout a sanctioned estimate for the work 

-Reply not vetted by Audit. At the time of factual verification the 
Corporation stated that • At the request ot N.P.C.C. inlet .face had been 
taken over. from them in January. 1975 9.nd awarded to MIa. R. J. Shah 
and Co. for chemical grouting and drive. Thf! job on. the outlet face 
continues with NPCC. Under their 12th revexsion of delivery schedule, 
BEe had promised to deliver the 'Stacker by November. 19'14 and Recla1mp.r 
and Waion Leader by December 1974 (Ex-RanchO. The supplies are yet 
to be made. REC adheres to the delivery schedule no definite date for 
completion of the project can be indicated. 
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in spite of inst(Uctions from the Head Office that· the estimate should be 
got approved from them as also from Government. The issue Wfl'." 

examined in March, 1969 and it was concluded that a permanent road 
from B~cheli to deposit No. 5 would be of better functional utility and 
eoonoDllcal and therefore the idea to make the road from Bailadila No. 5 
to. Bailadila No. 14 was abandoned after already incurring an expenditure 
01 Rs. 1.45 lakhs. Although tlit Corporation had sought to justify their 
action stating that but for this road, construction of HT line would be 
delayed and the road serves useful purposes, the Committee are not 
convinced as to why the Gcner~!l Manager cf the Project should not have 
followed the prescribed procedure of taking prior sanction of estimates 
bofore incurring any expenditure on the road. The Committee feel that 
the explan.ation of the General Manager that he treated the letter com
municating the approval of the draft NIT in January, 1968 as approval to 
the estimates, would seem to be an after thought. It is surprising that even 
after the headquarters had asked (in March, 1968) in the General 
Manager, the basis of preparation of the estimates, the General Manager 
persisted in saying that the headquarters has already vetted the papers 
long ago. 

From a note received from the Ministry, the Committee note that it 
was decided by the NMDC to drop the construction of the above road 
.1S it would have served no useful purpose in the changed circumstances 
of the. project and a Kutcha Road was required upto Galli Nullah for 
carrying out detailed survey for dam and laying of H.T. line. Therefore, 
the question of any approval of the work by the Board of the Govern
ment did not arise. As the Kutcha Road was required in any case its 
construction cannot be considered 'as irregular. 

The Committee are not satisfied with the justification for the road as 
given by undertaking/Ministry and feel convinced that had adequate care 
and caution been exercised in planning, the expenditure of Rs. 1.4.5 lakhs 
incurred on the road could have been voided. (Paragraph 6.46). 

Reply 01. ~l'IlIIIeat 

The observations of the Committee have been noted. ·The N.M.D.C. 
has been requested to take adequate care at the time of planning of a 
scheme to avoid incurring such unnecessary expenditure in future. 

[Ministry of Steel" Mines (Department of Steel) O.M. No. 1/82173-
10M dt. 12-10-73.] 

RecOJlllDe ...... oa (Serial No. 35) 

The Committee note that the actual cost of production of diamond 
pe.' carat during 1968-69 was 127.~ per cent of "the estimated cost based 
o~origina1. tp.rget prcjduction of 16000 carats for that year and 116,9 per 
cent of the revised cost based on revised target of 9000 carats. 
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Tlle Committee reget to IlOtet_ the CD8t 1*" . .cuat 4uritJg 1969-70 

and 1970-71 increasedw&8per 1COQt ,and :19 .per ~t ~the.estimated 
Cost based on the reviled w,etsof 14000 and 20000 C8lats .ralpectively. 

'iI'he Commitme recommend tbat the Corporation should spar~ no 
paint! to improveth~ir ·produI.1iC'n performance in Panna and ensure that 
the cost of produ~tion compares favourably with international market 
prices. (Paragraph 7.43). 

4;Reply of Govern •• 

The observations flf the Committee in parn 3 of the recommendation 
No. 35 have been brought to the nt'tice of NMDC. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. If82/73-IOM, 
dt. 12-10-73.] 

Recommendation (Serial No. 37) 

The Committee also regret to add that So far no decision has been 
take.n on the techno-economic feasibility report prepared by Mis. Dastur 
and Co.,. on beneficiation and pelletisation on Donimalai Iron Ore sub
mitted by Corporation to Government in June, 1972. 

The Committee need hardly stress that Government should not rush 
. to take an investment decision on the project unless and until a thorough 
and critical analysis of the techno-economic feasibility re!port is made and 
Government are satisfied that the project would be financially viable. 

:l(Paragraphs 8.19 & 8.20). 

Reply of Government 

The observations of the Committee have been noted. The scheme 
fer pelletisation of Donimalai fines, \:lased on the Techno-Economic Feasi
bility Report prepared by Messrs Dastur & Co. and upd'Bted by NMDC. 
is currently under examination. The observations of the Committee will 
be brought to the notice of the Public Investment Board when the pro-
posal is submitted to the Board. 

[Ministry of Steel & Mines (Departraeat of Sttel) O.M. No. 1/82/73-
10M, dt. 12-10-73.] 

a.co.m,adadon (Serial No. 38) 

The Committee note that thO\lgb the techno~conOntic studies were 
was taken by Govemment. in the same ratio as originally accepted for the 
C'orporaticm to prepare the detailed project report. During this period 
expenditure was incurred on 'care and maintenance basis' and this was 
agreed to be shared with the foreign cotlabcn:rtors tm investment decision 
WD taken by GOwr1went , ia the ~ ratio as ori8inallY accepted for the: 
period from l'UllC, 1970 to Mardt, 197t, s •• ~gte"ded upto 
neae .... 1971 1be caRaborMPrs &:dined to share any c~nditure on 

, • , ,.; 1m - $ 
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'care and nWntenapCQ' beyond December, 1971 and'therefore 'care' and! 
maintenance' establi~t: wu practiaalty closed' from: May, 1972. 

The Committee were informed (March, 1973) that Government have' 
accorded investment decision in principle subject however, to a long term 
sales contract for a substantial quantity of the annual production. The 
Committee wouldt however, strike a note of cautibn d1at Government 
should undertake a careful and thorough-evaluation of the technologY and. 
e.conomics of transporting the concentrate of 'p'eUet feed through a pipeline 
in slurry for~ and exporting them in large slurry carriers before a 10Dl 
term sales agreement is considered. 

The Committee need hardly stress that Governme'Ilt should learn a. 
lesson from their past' experience and ensure that the shortcomings which 

'adversely affected the operation of' the other projects do not recur. 

(Paragraph 9: 11)· 

"'&ply of Govu ..... 

The recommendations of the Committee have been noted. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 1/82/73-
M1V 10M, dt. 27-11-73.] 

Fardler Reply of GoVerDlDeDt 

It may be mentioned that following meetings of the Indo-Jran Joint 
Commission in early 1974 a decision has bee.n taken to develop the 
Kudremukh Project for large scale exports of concentrated pellet feed with 
financial assistance from Iran under a special long term arrangement. 
Negotiations with Iran on the detailed terms of financing arrangements of 
leng term supplies are in the final stage. 
[Ministry of Steel & Mines (Department of Steel) O.M. No. 1/82/73-

10M (Vol. II), dt. 13-1-75.] 

IjlFurthCl R",I, of Gcwemment 

In a subseque'llt reply, the MinistrY stated: 

"We have to state that in its ipresent coaeeptioa. the proposal for 
10111 term sales of Kudremukh iron ore to Iran visualises 
slurry transportation from the mi~s over a distance of about 
60 Kms. to the vicinity of Ma1lgalore port and shipment of 
dry: cQIICeMTate, after seUlemart and dewaterin8t tbrovgh a 
mecbaoical ore loadiDgplaae to be- iaata1lai:mMangaJore port. 

The earlier concept of: ocean ttansponation in· special slurry 

*Not vetted by Audit. 
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carrie.rs has been given up. The techno-economic feasibility 
of pipeline transportation from the mines to tho port has been 
satisfactorily established." 

[MInistry of Steel & Mines (Department of Steel) O.M. No. 1/82/73-
10M (Vol. 113, dated 13-1-75.] 

Further Information called for by the Conunittee 

It was stated by Government that "earlier concept of ocean transpor
tation in special slurry carriers has been given up." Please state whether 
any expenditure was incurred on the earlier scheme and coustruction of 
the infrastructure. If so, details thereof? 

(L.S. Sectt. O.M. No. 14-PU/73, dt. 31-1-1975) 

FWtIIer Reply of Govel'lUllellt 

The Project Report prepare.d jointly by MARCONA Corporation and 
National Mineral Development Corporation at 6 cost of Rs. 110.38 lakhs 
included a multitude of technical investigations on mining, magnetic con
centration, pilot plant studies, pipeline transportation from mime to port 
etc. The original scheme envisaged pumping of the concentrate in the 
form of slurry from mine to Mangalore port, by means of pipeline and 
loading of special slurry carriers at Mangalore for transportation to the 
foreign ports. The present scheme retains the concept of pipeline trans
portation from the mine to the port where the concentrate is now pro
posed to be shipped in dry form after settling. No expenditure has been 
incurred on the construction of any infrastructure for transport in special 
slurry carriers. 

[Ministry of Steel & Mines (Department of Steel), O.M. No. 1(82)/73-
10M (Vol. II), dt. 12-2-1975] 

RecommendatioD (Serial No. 39) 

Needless to emphasise that the execution of this project should syn
chronise with the development of the hinterland of Mangalore which is 
being developed as a major port. Since this mine ore is for export pur
poses, the Committee need ba.r4ly point out that there should be close 
co-ordination with the Mangalore Port authorities from the \ ery beginning 
so that the requisite facilities are developed in time. 

(Paragmph 9.21). 

Reply of Government 
The exact form the Kundramukh Project is likely to take in the future 

bas become uncertain owing to the decision of die Japanese Steel Indus
try, communicated in April, 1973, not to import pellet feed slurry into 

-Not vetted by Audit. 
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Japan. If. the Project is revived in such form which will require utiliso
tion of the Mangalore barbour the closet cooperation with the Port autho· 
rities will be maintained. 

[Min. of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/73-MIV 10M, 
dt. 27·11.73.] 

Further IDfOl'llUdioa called for by the CollllDittee 

Reasons for the decision not to import pellet feed slurry to Japan may 
be intimated. What is the latest position about the completion of Manga
lore Port. 

(L.S. Sectt. O.M. No. 14-PU/13, dt. 5-12-73.) 

Farther Reply of GoTemmeDt 

The main market for Indian Iron Ore, in general, including pellet 
feed, is Japan. However, Japan is reported to have undertaken extensive 
legislative measures ngainst air pollutjcn by industries. One effect of 
this policy is obviously to discourage the establishment of new pellet 
plants in Japan. As a result of the growing concern against air pollution 
in Japan, it was reported at the meeting between NMDC, MARCONA 
and MON in March, 1973 that the Japanese Steel Mills are not likely to 
aet up any more pellet plants and emphasis hes shifted from the purchase 
of raw material namely pellet feed to the purchase of pellet itself. 

The latest position regarding the Mangalore Harbour is being ascer· 
tained from the Ministry of Transport. 

[Min. of Stel & Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM, 
dt. 14-1·74.] 

.Furtber Reply not vetted by Audit. 

ReeommendadoD (Serial No. 40) 

The Committee note that NMDC commenced the investigations of 
Mussoorie Rock Phosphate as early as October, 1968. Although the 
tecbno-economic studies were expected to be ready by October, 1969 
and the Detailed Project Report by December, 1969, the techno-econo
mic feasibility report"bernot been-prepared by April, 1970. The Com
mittee find that oo1y the first stage of exploration operations of the pro
ject had so far been completed and the Ministry had agreed to give ex
tention of time for the feasibility report upto December, 1971. The 
Committee note that in May, 1971, the Government had decided to 
transfer these operations to the newly formed Company viz., Pyrites, 
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Phosphates and Chemicals Ltd. The NMDC closed down the Project 
from 15·6-1971. 

The Committee would strongly urge that Government/P.P.&C., 
should take immediate steps to examine the economics of the Project 
carefully and initiate further action for exploiting the mine, as otherwise 
the expenditure of more than Rs. 47 lakhs incurred by NMDC may 
become infructuous. The Committee would like to be kept informed of 
the action taken in the matter. (Paragraph No. 9.19) 

Reply of Govemment 

The recommendations of the Committee have been brought to the 
notice of the Ministry of Petroleum and Chemicals, which is administra
tively concerned with Pyrites, Phosphates and Chemicals Ltd., for 
appropriate action. 

[Min. of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM, dt. 
13-10-73.] 

)'urther Informotion called for by the Committee 

Latest action taken by the Ministry of P.&C. may be intimated. 

(L.S. Sectt. No. 14-PU/73, dt. 5-12-73.) 

~'Further Reply of Go\'emment 

A copy of letter No. 125/40/73·Pert. III, dated 23rd October, 1973 
received from Ministry of P.&C. is attached (Appendix 11). 

[Min. of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/13-10M, dt. 
14-1-74.] 

RecolDDlendadoD (SerIal No. 43) 

The Committee note that there is an office of the Commercial Manager 
of the Corporation at Bombay in charge of the1imports and sales of 
diamonds, since the work of import and trade of diamonds has now been 
entrusted to MMTC, the Committee see Do justification for the continu
ance of that office at Bombay. The Committee hope that with the transfer 
of the functions of this office to MMTC. the personnel of this office would 
also be simultaneously transferred along with the work. 

(paragraph No. 10.5) 

R.yolGo~ 

It has been reported by the NMOC that the members of staff of the 
Corporation dealing wit&traao in imported diamonds in Bombay have 
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been transfered to the MMTC alongwith their work. However, officers 
borne on the central cadre of the Corporation and engaged on the work, 
have been allowed to go out to MMTC on deputation and either get them
selves absorbed in that organisation eventually or to revert to their 
cadre posts. 

The officers and staff left behind in the Bombay office at:e as intimated 
by the NJ'vtDC, engaged on mutl!rials management work which was being 
performed by them even before the Commercial Division was shifted to 
Bombay from Delhi by the NMDC. 

[Ministry of Steel & Mines (Department of Stee!), O.M. No. 1 (82)-73-
10M, dt. 13-10-73.] 

Recommendation (Serial No, 45) 

The Committee note that though a decision was taken by th~ Govern
ment of India towards the end of 1962 to shift the Headquarters of the 
Corporation, the Government had been changing their decisions from 
time to time and it was only after 9 years that a final decision has been 
taken to shift the headquarters to Hyderabad. The Committee are 
constrained to observe that these frequent changes in the decision had 
not only led to creation of assets worth rupees more than 11 lakhs at 
Faridabad but has resulted in additional expenditure on the r.hifting of 
the offices, rents of buildings at Hyderabad etc. In the opinion of the 
Committee, the headquarters of the Corporation should have been located 
centrally so thet all the projects undertaken by it are easily accessible for 
supervision and effective control over their execution. 

The Committee also recommend that the Corporation should take 
timely action for the disposal of the property at Firidahad in the best 
public interest to obviate the r~curring expenses on staff deputed to look 
after the property and on its maintenance. 

(Paragraph No. 10.25) 

Reply of Govcrnmt'Dt 

The headquarters of the N.M.D.C., presently located at Hyderabad, 
is, by and large, considered to be adequate for servicing its projects in 
Orissa, Eastern and Western parts of Madfrya Pradesh and MYlore. 

2. Cabinet Secretariat has since decided to acquire NMDC's entire 
property at Faridabad. Necessary formalities are being fmaUsed. 

[Ministry of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM. 
dt. 13-10-73.] 

3530 lS-5. 
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Recommendation (Serial No. 46) 

The Committee llote thaI th(~ stock ot stores and spare parts of 
NMDC as on 31-3-1972 represented 157.1 months' consumption for 
production and development as compared to 78.3 months in 197(}'71 and 
53.9 months in 1969-70. The Committee also note that the closing 
balance of the stores in respect of Bailadila, Kiriburu and Panna Diamond 
projects as on 31-3-1972 represented 27.06, 33.19 and 17.15 months 
consumption of the stores and the inventory level showed an increasing 
trend in all the projects from 1969-70 to 1971-72. The Committee feel 
that with the experience of working of the project, the NMDC should not 
have found it difficuit to fix realistic norms of levels of inventory sepa
rately for indigenous and imported items of stores and spares SO as not 
to overburden the inventory. 

(Paragraph No. ] 1.11) 
~'Reply uf Government 

NMDC bave- informed that action has already been initiated to fix 
norms for indenting' various spare parts. 

[Ministry of Steel and Mines (Deptt. of Steel), O.M. No. Ij82j73-IOM, 
dt. 27-11-73.) 

Further Reply of Government 

Attention is invited to reply to the recommendation at SI. No. 49 and 
tbe remarks ihere against. After the results of the review by the Com
mittee are received further action is proposed to be initiated by the 
NMDC for flxmg n-(jrinsetc. 

[Ministry of Steel & Mines (Department of Steel), O.M. No. 1182-73-
10M Vol. II, dt. 13-1-75.] 

Recommendation (Serial No. 47) 

The Committee also note that the purchase in Bailadila and Panna 
Diamond Projects were in excess of the years' consumption during 
1970-71 and 1969-70 and 1970-71 respectively, thus further adding to 
the inventory of stores. With the introduction of data processing of 
stock levels, consumption etc., so that purchases may be made on realis
tic basis. The Committee need hardly stress that 6ccummulation of in
ventory and excessive purchases result in unnecessary blocking of capital 
with consequential expenditure on storage, loss of interest etc. 

(Paragraph No. 11.12) 

Reply of Government 

The recommendations of the Committee have been noted. 

[Ministry of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/73-MIV 
10M, dt. 27-11-73.) 

.-----------
-Not vetted by Audit. 
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RecommendatioD (Serial No. 50) 

The Committee regret to note that because of the failure of the Corpo
ration in not initially obtaining the prior sanction/release of foreign ex
change and the procedural delays in obtaining the various clearance there
after, the Corporation suffered a loss of Rs. 1.06 lakhs in the transaction. 
The Committee are not convinced of the justification for the delay in this 
case. The Committee need oordly stress that the Corporation should 
have taken advance action for the settlement of formalities and secured 
sanction for foreign exchange in time. The Committee hope the Corpora
tion would ensure that such delays do not recur in future. 

(Paragraph No. 11.31) 

Reply of GovemmeDt 

The recommendation of the Committee has been conveyed to the 
N.M.D.C. for strict compliance. 

(Ministry of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM, 
dt. 12-10-73.] 

RecommendadoD (Serial No, 51) 

The Committee note that on the expiry of the contmct for transport 
of cement from laimul Dhumtari to Kiriburu at 21.5 paise per ton mile, 
and from Jaimul Dhumtari to Bansi at 19 Paise per tonlmile, 
on 31-3-1966 two contracts \wre entered into at the rate of 27 paise per 
ton/mile on the basis of tenders invited from local firms across the table 
and after negotiation with the parties without association the earlier COD

tractor on the plea of his poor performance. Though these contracts were 
required to be reviewed after three months, instead of reviewing them 
aDd inviting fresh t('mlers, the earli~r contracts were extended upto 
31-3-1967. It was only in April, 1967 that tenders were again invited 
when the rates obtained were 19.36 p, and 19.63 p, per ton/mile respec
tively. The Committee regret to note that non-invitation of tenders and 
failure to conduct the review from time to time has resulted in an avoid
able extra expenditure of Rs. 2.4 lakhs to the Corporation. 

The Committee are also at a loss to understand as to why no action 
was taken against earlier contractor for his poor performance, Apart 
from this, the Committee find that General Manager had been gtvmg 
extension to the contracts in consultation, with the head-office without 
obtaining the approval of the Board as prescribed under th~ rules. And 
it was only as late as December, 1967 that ex-past-facto approval of the 
Board was obtained, the Committee take a serious view of the irregulari
ties in the case and urge thet Government should probe into them and 
take action against those responsible for the lapses. 

(paragraph No. 11.37) 



Reply of Government 

The recommendations of the Committee have been noted .and action 
initiated to probe into the irregularities pointed out by the Committee. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 1/82/73-IOM. 

dt. 12-10-73.] 

Further Infomlation cnl1rd for by the Committee 

Please state the latest position. 

[L.S.S. O.M. 14-PU!73, dt. 14-10-74.] 

·Further Reply of Government 

The Board of Directors of NMDC have- constituted a two-man Com
mittee, consisting of one of its Directors and an outside expert, to make a 
full investigation of the case as recommended by the Committee on Pub
lic Undertakings. The report of the Committee is awaited. The Central 
Vigilance Commission is also investigating into this. 

{Ministry of Steel & Mines (Deptt. of Steel), O.M. No. 1/82f73-IOM 
(VOL. II), dt. 13-1-1975.] 

Recommendation (Serial No. S3) 

The Committee are unhappy to find disquiting financial position of 
the Corporation which has accumulated a loss of Rs. 12.7 crores represent
ing 21.5 per cent of the equity capital at the end of 31st March, 1972. The 
loss is mainly on account of loss of Rs. 801.90 lakhs in Kiriburu and 
Rs. 406.08 in Bailadila. The persistent bad performance of the Corpora
tion from 1968-69 to 1971-72 should among other factors, be attributed 
t(l the fact that production at Kiriburu and Bailadila was much below 
the capacity. As may be seen from para 3.23 the Kiriburu mine is in fact 
operating only to one half of iti capacity while Bailadila Plant operations 
have not shown substantial improvement of the two major mines. Kiriburu 
accounts for less than 1/4 of the total production of the NMDC but 
its profitability is entirely dependent upto the off-take of ore and fines by 
Dobro Steel Plant and fixatjon of the sale price therefor. 

(paragraph No. 13.19) 

"'Further reply not vetted by AudIt. 



61 

Further lDformadoa called for by the CommiUee 

What is the latest position. 
.. 

--[L.S.S. O.M. No. 14-PU/73, dated 5-12-1973.] 

'Farther Reply of Gol'el'lUllent 

The following statement gives the physical performance and operating 
results of 1972-73 and 1973-74 of Kiriburu and Bailadila 14 Iron Ore 
Mine and Panna Diamond Mines. 

1972-73 1973-74 

Kiri- Bailadila Panna Kiri- Bailadila Panna 
buru buru 

1. PrOduction (Luh Mt./Carat) 5'31 20'37 19538 6'97 24'69 1951 
(Plant) (Carats) (Plant) (Carats) 

17'02 18'66 
(Float) (Float) 

2. Rated capacity (Lakh Mt.jCarat) 20'00 40'00 23250 20'00 4°'00 23250 
(Carats) , (Carats) 

3. Capacity utilisation 26% 51% 84% 35% 62% 84% 

4· Operating (+) Profit/<:-) Loss (-)135'90 (-)67'59 (-)18'16 (-)86'60 130'39 25'36 
for the year, excludmg pre-
vious year adjustments and 
non-operating income Total loss (-) 221' 65 Total profit 69' IS 
(Rs.lakhs) 

5· Profit/Loss as per annual (-)63'42 (-)25'83 (-)29'69 (-:'80'29 (+)2Z4'II(+)14'2S 
accounts including all 
adjustments (Rs. lakhs) Total loss (-) uB' 94 Total profit ISB' 07 

It will be observed that the production at Both the Iron Ore Mines 
during 1973-74 was at higher level than in the year 1972-73. Continuous 
efforts are being made by NMDC to ensure operation of its mines at 
qptimum level. 

[Min. of Steel &. Mines (Deptt. of Steel) O.M. No. 1(82)/73-IOM (Vol. 11), 
dated 13-1-1975] 

(·Further reply not vetted by Audit.) 

At the time of factual veriftcation, the Corporation stated that agalnlt 
operating ProfltlLoss for the year excluding previous ye~r adjustment. and 
non-operRting income. The following ftgures be substltuted:-

Kiriburu 
B1iladila 
Panna 

Total 

1972-73 

(-) J38•8o 
(-) 74.00 
(-) 20·39 

(-) 233·19 

(R.e. in lakhs) 
1973-74 --(-) 87.Il 

(+) II4·2S 
(+) 23.S, 

(+) 50·99 
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Recommendation (Serial No, 54) 

On the export side apart from the low level of production in the two 
mines and c('n'Sequent reduction ill exports, th~ Committee find that the 
external payments like Railway freight, Port charges, export duty, com
mission etc., have also contributed to the loss. The Committee hope that 
the F.O.R. arrangements now agreed upon by MMTC as a result of the 
award of the Finance Secretary would help in improving the financial 
position of the Corporation. 

As the Corporation have now gathered valuable experience in mlOlOg 
of ore, it should be possible to bring down the cost of production by adopt
ing most efficient methods by developing production to the full potential. 
'The Committee need hardly point out that as iron ore constitutes the 
-main raw-material for the steel plants its supply at competitive rates would 
help tbe public sector to produce iron and steel at most competitive rate3. 
As pointed out elsewhere in the report there is great scope for increasing 
export of iron ore to otber countries particularly Japan and this can be 
done on a sustained and long-term basis only if the National Miner.11 
Development Corporation are able to raise the ore at most competitive 
prices. 

The Committee would like to be informed of the measures taken or 
proposed to be taken by the National Mineral Development Corporation 
to increase tbe efficiency of its production and to reduce its operating and 
overhead cost. (Paragraph Nos. 13.20 & 13.21) 

Reply of GoYenmeat 

The recommendations of the Committee have been brought to the 
notice of NMDC. NMDC have informed that they have initiated following 
steps to improve the efficiency of its production and reduce its operating 
c,verbcad costs:-

(i) In the case of Bailadila-14, an incentive scheme ha'S been intr\)
dllC~d since 1970-71. This will be extended to other units 
gradually. 

(ii) "Management by Objectives" is being introduced at Bailadila-14, 
wbich will allocate clear cut responsibilities to individual offi
cers to enable them to function more efficiently in their respec
tive areas. Depending on its success at this project the schemo 
will be extended to other projects. 
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(iii) Tho Corporation is taking replacement action for old equi~ 
ment and also steps to increase the availability of spares in 
the projects which will improve the availability of equipments. 

(iv) To utilise the fines pn:duced at Bailadila-14 and Denimalai 
establishment of Pelletisation plants is under consideration. 
Consultants have been appointed to conduct studies on Pipe
line transportation and Pelletisation. 

(v) Modifications to fine ore disposal system and commissioning of 
some additional equipments at Bailadila-14 are in progress. 
'VIlen these are completed; Plant Production at Bailadila-14 
will increase. 

Bc;sides, the Corporation is starting a nucleus 'Operations Research 
and Evaluation' cell at the head office to evolve norms for the various 
operational and maintenance activities in its production projects and to 
evaluate the actual performance with 0 view to Improving the operations 
and evolve effective control measures. These measures should result in 
~;jgnificant improvements towards the optimum utilisation of resources and 
thereby result in cost reduction. 

{Ministry of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/73-MIV(lOM). 
dated 27-11-1973.] 

·Fmtber Reply of Government 

A p!Oduction incentive scheme, based on lump ore production, was 
introduced in Bailadila-14 in the year 1970-71. This scheme adopted a 
lower production capacity than the rated level, as at that time. certain 
facilities and cGuipments, m rer findings ot the Technical Committee, were 
inadequate for achieving the rated production level. It was envisaged to 
revise the scheme latl'r at 11 stage when the entire integrated scheme of 
mine, ore dressing and loading plants, with the additional equipment, men 
and facilities, would get geared up for higher production. Subsequent to 
the introduction of the incentive scheme, the working of the scheme was 
reviewed on many occasions. Although, certain equipments were added 
to the mine from time to time, the gearing up of the integrated system 
w~ich is necessarily a gradual process, could not be achieved immediately. 
due to other inter-related problems like non-availability of imported items 
like steel cord belt (which was to be changed), delay in the process of 
'Itrengthening the dumper platform and the modification of the ore disposal 
"ystem etc. As sucb, addition of some equipment alone, in a highly mcch~
ni!>ed and integrated mining complex. could not immediately result in 
--.---

"'Further reply net vetted by Audit. 
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increased production. The fine ore disposal scheme is yet to be completed 
by the contractors. Owing to thcse rea~ons, the yearly targets for produc
tion h'dVe to be gradua:'ly increased in tune with the total resources avail
ability, both. within .the or{1anisation and lhe lIllied movement capabilities 
of ~ail~ax a~d ship loading opcraticns at the Vizag port. 

The upWard 'revision of targets in the existing incentive scheme are 
considered only when chances for getting high'!r production from an overall 
system ~re, bXight and also when a systenwtic machinery exists for process
ing the higher production. Otherwise there is a danger of causing even 
frustrations "an~ poor morale among the workers, if targets are set dispro
portionately high and the existing system does not provide commensurate 
support in all resources. 

NMDC have already assessed the overall situation and are taking 
measur~ for revising the existing incentive schemes. As the new scheme 
would have to be, negotiated with the operating trade unions over a length 
of time, this may take sometime . . .'." 

[Min. of Steel & Mines (Deptt. of Steel) O.M. No. l(82)/73-IOM (Vol. TI), 
dated 13-1-1975.] 

RecbmmendatioD (Serial No. 55) 

The Committee have pointed out elsewhere in the Report that the 
Clperational cost as wel1"a~ over-heads of National Minenll Development 
Corporation particularly in BaiJadiJa and othel iron ore' projects are exces
sive. The Committee feel that detailed costing of operations should be 
done by the Financial Adviset's organisation so as to assist the manage
ment in taking timely action to improve performance and effect economies. ,., , 

(Paragraph No. 13.22) 

Reply of Government 

Steps are being taken by National Mineral Development Corporation 
to standardise cost and to introduce formal Budgetary Control. 

[Ministry of Steel & Mines (Deptt. of Stee)), O.M. No. 1/82/73-IOM, 
dated 12-10-1973.] 

F'urfbat IJIfonDadoa called lor by the Committee 

Specific steps taken by NMDC to standardise cost and to introduce 
formnl Budgetary control may please be indicated. 

[Lok Sabha Sectt. O.M. No. 14-PU/73, dated S-12-1973.] 
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"'Further Rl'ply of Gonmment 

The NMDC has reported that reduction in the operating cost atl 
BailadHa are being attempted by the following means: 

(a) The utiJjr.aticn d the drills is being progressively increased; 

(b) the 35-ton dumpers are bcin2 progreS'Sively replaced by higher 
capacity SO-ton dumpers; 

(c) the dumper platform has been strengthened to take higher capa
city dumpers; 

(d) the 'A' line of the crusher has been completely overhauled and 
the 'B' crusher is being taken up for similar overhaul, with It 

view to have more effective working hours; 

(e) the fine ore disposal system is being revamped to take care of 
the entire fine ore that would be generated, without over-load
ing the system; 

(f) the production from the mechanised plant is being stepped up 
during 1974-75 over the level fixed for 1973-74. The inten
tion is that progressively 90 per cent of the designed capacity 
would be achieved in actuft~ practice; 

(g) in addition, in order to keep the operating cost constantly under 
review and to ensure that expenditure is related to the actual 
requirements, budgetary control is beiDg worked out in detail 
and would come into force with effect from lst April, 1974. 

2. As regards fixation of price for Bailadila ore, the matter has beell 
discussed between NMDC and MMTC in the first week of December, 1973. 
Further discussions took place on January 1 & 2, 1974). 

[Minisuy of Steel & Mines (Deptt. of Steel), O.M. No. 1182173-IOM, 
dated 7-2-1974.] 

-Further reply not vetted by Audit. At the time of factual verification 
the Corporation stated that "Introduction of detailed budretary control system 
at Bailadila is still under consiaeration. Price for Bailadila are upto 11174-75 
has been settled with MMTC in respect of supplies from September 1. 1974 
to March, 1975. 



CHAPTER IV 

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

COMMITTEE 

Recommendation (Serial No.9) 

The Committee recommend that the Corporation/Ministry should 
resolve the differences with Bokaro Steel Limited and arrive at a reason
al Mineral Development COIroration alld Bokaro Steel Limited have been 
Limited without any further delays. 

(Paragraph 3.51) 

M R('ply 01 Goumment 

The recommendation of the Committee has been noted and the Nation
al Mineral Development Corporation and Bokaro Steel Limited have been 
requested to settle the ~elling price of the bet'leficiated fines as early as 
l~(\ssible. 

[Ministry of Steel & Mines (Deptt. of Strel), O.M. No. 1/82/73-IOM, 
dated 18119-9-1973.] 

Further IDformatIon called for by the Committee 

The Ministry have stated that NMDC and BSL have been requested to 
settle the selling price of the fines as early alS possible. Please indicate the 
present position. Copies of the letter issued in this connection may be 
sent. 

[L.S. Sectt. No. 14-PU/73, dated 5-12:1973.] 

Further Reply of ('rlIvtrllmenf 

. A copy of the reply to recommendation No. 9 which was sent alon~
with replit's to recommendation 1-11 was sent to NMDC vide this Depart
ment's letter No. 1j82/73-IOM, dated 18th October, 1973. 

Incidentally, as stated in reply to recommendations No. 16 and 21 the 
question of fixation of price for lumps, fines and beneficiated fines are still 

·Not vetted by Audit. 

66 



67 

under consideration of th~ Steel Authority of India Limited. They 
propose to hold a meeting during January. 1974 to finalise this issue. 

[Ministry of Steel and Mines (Deptt. (f Steel), O.M. No. 1/82/73-IOM, 
Dated 14-1-1974] 

*Furtber Reply of Government 

For th~ year 1974-75, NMOC will he paid by Bokaro Steel Plant at 
the rate of Rs. 28.35 per tonne for iron (Ire lump and Ros. 22.16 per tonne 
for fines plus royalty and ce~s as per actuals F.O.R. Kiriburu. 

For supplies made to Bokaro prior to 1974-75, the price to be p::t!d 
hlS not yet been finalised. Similarly, for supplies to be made from ht 
April, 1975 onwards, fresh price will be negotiated in due course. 

[Min. of Steel & Mines (Deptt. of Steel) O.M. No. 1(82)/73-IOM (Vol. m, 
dated 13-1-1975.] 

Comments of the Coonmittee 

Pltase see para 9 of Chapter I of thc Report. 

Recommendation (Serial No. 16) 

The: Committee also note that so br no value has been allottcd to the 
fines generated and which are transferred to Bokaro Steel Plant. The Com
mittee strongly urge that the Corporation/Government should expedite ~he 
~eulement of the price of iron ore of fines which will have a bearing on 
the cost of production of iron ore. 

(paragraph No. 3.103) 

Reply of Government 

The matter of fixation of price ot lump, fine'S and beneficiated fine" to 
he supplied to Bokaro Steel Plant is new to be decided by the Steel Autho
riry of India Limited, of which both the Corporations are subsidiari·!s. 
Necessary cost data have been submitted to SAIL. 

[Ministry of Steel 8:. Mines (Deptt. of Stee]) , O.M. No. 1182173-IOC, 
dated 12-10-1973.] 

FarCher 1Df0l'lllldi0ll called for by the Committee 

The Ministry have stated that the matter of fixation of price of Jump, 
fines etc., to be supplied to BSL is n!'w to be decided by SAIL. Plelto;e 
t·tate the latest position. 

[L.S. Sectt. No. 14-PU/73. dated 5-12-1973.] 

·Further reply not vetted by Audit. 
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Further Reply (If G(lvel'llllleDt 

The present position has been stated in para 2 of reply question No. ~. 

[Min!stry of Steel & Mines (Deptt. of Steel), O.M. No. 1/82/73-IOM, 
Dated 14-1-1974.] 

·Further Reply of Govemment 

The price to be paid by Bokaro Steel Plant for supply of lumps and 
fines by Kiriburu Project of NMDC for the year 1974-75 has since been 
settled. 

Further reply to recommendations No.9, 16 and 19 may be referred to. 

LMin. of Steel & Mines (Deptt. of Steel) O.M. No. 1(82)/73-IOM (Va)' II), 
dated 13-1-1975.] 

Comments of the Committee 

Please see para 9 of Chapter I of the Report. 

Recommendation (Serial No. 18) 

The Committee ar~ greatly concerned to find that the ratio of lump to 
fine has been stated to be varying from 44 : 56 to 55 : 45. The Committ('e 
need hardly point out that in such a vital matter there should be precision 
and certainty for it affects the entire pattern of production, the type of 
equipment required etc. The Committee hope that the matter has at least 
now been settled leaving no room for aoubt. The Committee need hardly 
polnt out that the ratio of lump to fine sbould be such as would ensure the 
best utilisation of the iron ore resources of this mine consistent with the 
tc('hnological requireme~ts of Bokaro and other steel plants. 

Reply of Government 

The observations of the Committee ~re noted. 

(paragraph No. 4.19) 

[Ministry of Steel & Mines (Deptt. of Steel), a.M. No. 1/82/73-IOM, 
dated 12-10-1973.] 

h6er lIdonaatloD eaIIed lor by the Committee 

(i) What is the present ratio of lump and fine; 

(·Further reply not vetted by Audit) 
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(ii) whether the dispute over varintio!1 of ratio has been settled. 

(iii) What steps have been taken by NMDC to meet the specificati,)ns 
rt'quired by BSL/otber parties. 

[L.S. Scctt. No. 14-PV/73, dated 5-12-1973.] 

Further R"ply o( G(I\'emment 

(i) Prescnt ratjo~ are: lump 44 per cent. fines 38 per cent and 
slime 18 per cent. 

(ij) There is no longer any dispute or variation so far as the lump 
fine ratio is concerned. 

(iii) The expansion and modification scheme has been specifically 
drawn up to yield products in quantities and specifications 
conforming to the actual requirements of BSL. 

{Ministry of Steel & Mines, (Department of Steel) O.M. No. 1/82173-
10M dated 7-2-74.] 

Comments of the Committee 

Please see para 13 of Chapter I of the Report. 

Recommendation (Serial No. 19) 

The Committee are greatly concerned to note-that NMDC which is 
already running in losses does not know the final financial implications of 
the modifications scheme as there is a difference in the sale price claimed 
by NMDC and the price which Bokaro Steel Plant are prepared to pay. 
The difference has arisen chiefly on account of the method of calculating 
depreciation and return on equity capital investment. The Committee 
are surprised that though the matter was referred to the Government/ 
Bureau of Public Enterprises in December, 1969 even after a lapse of more 
than three years no fmal decision has been given in the matter. The Com
mittee consider that the matter should be settled without further delay so 
that a clear picture emerges. The Committee have no doubt that in settl
ing the prices, it would be ensured that it is equitable and fair to both the 
NMDC and Bokaro Steel Plant both of which are in public sector and 
under the sa·:ne Ministry. 

(Paragraph No. 4.20) 
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Reply of Gonmmeat 

As stated in reply to recommendation No. 16, the m~tter has been 
taken up by the NMDC with SAIL of which NMDC and Bokaro are 
subsidiaries. 

[Ministry of Steel & Mines, (Department of Steel) O.M. No. 1/82173-
10M dated 12-10-73.] 

FlIrther Reply called for by tbe Committee 

Have th~ Ministry finalised the issue regarding fixation of the prices, 
if so, details thereof. 

[Lok Sabha Secretariat O.M. No. 14·PU/73, dated 14-10-1974.] 

* Further Reply or Gflvemment 

For the year 1974-75 NMDC will be paid by Bokaro Steel Plant at 
the rate of Rs. 28.35 per tonne for iron ore lumps and Rs. 22.16 per tonne 
for fines plus Royalty Hnd cess 3S per uctuals, F.O.R. Kiriburu. 

For supplies made to Bokaro prior to 1974-75, the price to be paid 
has not yet been finalised. Similarly, for supplies to be made from 1-4-1975 
onwards fresh price will be negotiated in due course. (In this connection 
reply to recommendations Nos. 9 and 16 rcfers). 

[Ministry of Steel & Mines, (Department of Steel) D.O. Jetter No. 1182173-
10M·Vol-II, dated 18119.12.74.] 

COllUllellfl of the CoiDmittee 

Please see para 9 of Chapter I of the Report. 

Jle(ommendatioD (Serial No. 20) 

The Committee note that according to the original schedule the Kiriburu 
Modification and Expansion Project was to be completed by February, 
1972 and with this objective orders for plant and machinery were placed 
with the Heavy Engineering Corporation Ltd. The Com:nittee, however, 
find that HEC has been changing its delivery schedules from time to time 
and according to the latest schedule even the critical items necessary for 
the completion of the project are expected to be delivered some time in 
March, 1973. As the delay in supply of the plant and machinery by HEC 
has put off the schedule of commissioning of the Kiriburu Modification and 
Expansion Plant, the project was expected to be completed in November, 
1975. The Committee, however, find fro:n the Annual Report for 1971-
72 that there had been further delay of about four months in the delivery 

._--------_._------
*Further reply net vetted by Audit. 
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of crusher and mobile equipment and the completion of the project would 
be further delayed tiII January, 1974. 

The Committee arc not at all happy with the frequent changes in the 
H.E.C.'s schedules of delivery of the plant and machinery which had upset 
the completion of the project and commissioning of the plant. The Com
mittee would like that the Department of Mines to take up the matter with 
the Ministry of Heavy Industry, investigate the rea'Sons for delay and take 
appropriate action to ensure that at least the latest schedules of delivery 
are firmly adhered to. 

(Paragraph No. 4.21. and 4.22) 

"'Reply flf Government 

The matter of delay in the delivery of equipment for the Kiriburu mine 
by H.E.C. has been constantly ~nder discussion both between the two 
Corporations and at the Government level. At a discussion held at Gov
ernment level on 5-7-1973, the Ministry of Heavy Industry indicated that 
it is making every effort to ensure the delivery of equipment by December, 
1973. Taking into account the above schedule, the project is expected to. 
be completed by October, 1974. 

-It was ascertained from the Ministry 0-1-1975) that the Project was 
now expected to be completed by February, 1975. 

[Ministry of Steel & Mines, (Department of Steel) O.M. No. 1/82173-
10M dated 12-10-1973.] 

ComJlKllfs of the Committee 

Please: see Para 16 of Chapter I of the Report. 

Recommendatloa (Serial No. %3) 

The Committee regret to note that imbalance in the designing of the 
mines and plant has created excess capacity at a cost of Rs. 170 lakhs 
resulting in increased cost of production at 28 paise per tonne. The Com
mittee note that the Technical Committee (constituted in June, 1970) had 
held that a single line of crusher was in n position to treat enough ore to 
produce 4 million tonnes of sized ore per annum. The Chief of Iron Ore 
was, however, of the opinion that while crushing. conveying and loading 
section could handle 6 million tonnes of run of mine as against 5.5 million 
tonnes provided in the project report, the mine and screening'sectiom were 
vulnerable points holding a capacity below that envisaged in the project 
report. The Committee were informed that one of the reasons for the 
imbalance was low lump recovery. The Co:nmittee also find that a techni
cal committee appointed by NMDC in June, 1970 found that because of 

·Not vetted hy Audit. 
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the low lump recovery, it would be necessary for the Corporation to 
excavate 6.6 million tonnes as against 5.5 million tonnes envisaged in the 
project report and to achieve this target, additional machinery at an 
estimated cost of Rs. 2.06 crores would be necessary. During evidence the 
Chairman, NMDC also admitted that there was over designing in the 
crusher capacity and one. crusher was standby. Moreover, they had to 
increase the production from 5.5 million tonnes to 6.S million tonnes. The 
Committee are shockea at the lack of proper planning and designing of the 
capacities of the machinery which had not only cost the exchequer Rs. 170 
lakhs more but also increased the cost of production. The Committee see 
no justification for this costly lapse where a single line of crusher could 
have handled the entire production of the mine. The Committee, there
fore, recommend that this matter should be probed into by the Govern
ment and responsibility for the lapses fixed. 

(Paragraph No. 5.30>. 

Reply of Government 

As mentioned in reply to recommendation No. 22 the imbalance in the 
designing of the mine and plant was largely due to inexperience on the 
part of NMDC in developing a mechanised mine of the size of Bailadila 
(Deposit No. 14) mine. Specifically, so far as the excess capacity in the 
crushing section is concerned, it may be mentioned that the production 
of the mine is tied with the long-term commitment with the Japanese Steel 
Mills. Government also consider that as a:neasure of abundant caution, 
it was better to have standby capacity in the crushing section rather than 
risk any major breakdown in the main line which would seriously have 
affected production of lump ore. The excess capacity will not in any 
case remain idle in view of the fact that due to lower lump/fine ratio, the 
crushing section will now have to handle 6.6 million tonnes of run-of-mine 
ore. 

[Ministry of Steel & Mines, (Department of Steel) O.M. No. 1/82173-
10M dated 4-1-74.] 

·Further Reply of Gonl'lUDeDt 

The production at Bailadila Deposit No. 14 during 1972-73 and 1973-
74 was as under:-

(In 13k'l tonnes) 
Mechanical Plant Flot Ore Total 

1973-73 20·37 17·02 37·39 
1973-74 24'69 18·66 43·3S 

[Ministry of Steel &: Mines (Department of Steel) OM. No. 1182173-IOM 
dated 20-1-1975.] 

C6_eatI of die eo ....... 
Plta8e see Para 20 of Chapter I of the Report. 

·Not vetl£d by Audit. 
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Recommendation (Serial No. 27) 

The Committee find that as compared to the project estimate of 
RI. 6.14 per tonne for operating cost, the actual cost in Bailadila in 1971-
72 was Rs. 12.48 per tonne, an increase of more than 100 per cent. It 
is pertinent to recall that the operating cost in Kiriburu an older mine 
-developed earlier for export to Japan is only Rs. 9.66 per tonne. The 
Committee, therefore, are unable to appreciate why Bailadila which was 
,developed later than Kiriburu should have a higher operating cost. In 
fact, gaining from the experience of Kiriburu, it should have been possible 
to effect substantial reduction in the operating cost. The Committee would 
like GovernmentlNMDC to examine the matter in depth and take con
certed measures to bring about reduction the operating cost by improvina 
efficiency and effecting economics in management. 

The Committee would also like that both NMDC and MMTC should 
.arrive at an early settlement of the price as this has intimate effect on the 
,financial position of the Corporation. 

(Paragraph No. 5.69 and 5.70). 

"Reply 01 Gonmmeat 

The recommendation of the Committee regarding reduction of operatm, 
costs hu been noted. The N.M.D.C. and M.M.T.C. have been requeste4 
to expedite the settlement of the price . 

.[Ministry of Steel " Mines, (Department of Steel) O.M. No. 1/82173-
10M dated 12-10-73) 

hrtIIer IDformatioa Called lor by the CommIttee 

Please atate the measures taken for reducing the operating cost. AW 
.. te the reactions of NMDC and MMTC regardina settlement of price. 

(Lot: Sabba Secretariat O.M. No. 14-PU/13, dated 5-12-1973" 

PIir .. He,., of Gonllllllellt 

'I1lo recommendation regarding the need for examining in depth ad 
tIIdna concerted measures to bring about reduction in the operating COlI 
_ since beca brought to the Ministry of Commerce and NMDC for necce..,--. 
~ reprda aettlement of price, between the NMDC and MMTC, dao 

MM1C baYe _ted that "efforts are beiug made to arrive at an eart, 
..... Mt or price of iron ore". 

, .... ..., of Steel I: Mines, (Department of Steel) O.M. No. 1/8217J-
10M, dated 14-1-1974. 
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~IFurther Reply of Covernment 

, The recommendation of the Committee regarding reduction of operating 
rost has been noted. . 

NMDC and MMTC have arrived at a price settlement for the sal.e of 
Bailadila iron are for the year 1971-72 to 1974-75. The prices agreed 
are as under:-

1971-7% 

197%-73 } 
1973-74 

1974-75 

Rs. %0' SO per D .. M. T. (FOR) Vi lag. 

Rs.24·00 " " (FOR) ViuS-

Rs. %5·00 " " 

IjlRoilw'ay freight in MMTC account 

(In this connection further reply to recommendation S. No. 52 refers) 

CoIIUIKIItI of the Committee 

Please see para 28 of Chapter I of the. Report. 

Recommendation (Serial No. 29) 

The Committee note that the revised estimates submitted to Govern
ment is in excess of original estimates by about 33 per cent and the excesses 
are mainly under Plant and Machinery, Civil and. structural work. 
Establishment expenses, consultancy charges and provisions for future 
escalation. The Committee desire that Government should carefully go 
-into the reasons for the excesses before the revised estimates are approved 
18 any undue exce~s in the project cost is bound to affect adversely the fin-
ancinI viability of the· project. 

(PfJI'agraph No. 6.33) 

Reply of Gonnunent 

Recommendation of the Commmittee have been noted. 

(Ministry of Steel & Mines (Department of Steel) O.M. No. 1182/13-
10M, dated J2-JO-J973.J 

i"" .• 

Farther 1Df0naatioll eaDed for by the Committee, 

Have the reasons for excesses over the original tstimates been examined 
and if so, what are their reactions? 

(Lek Sabha Secretariat a.M. No. 14-PU/73, dated S-12-i97~.) 

·Not vetted by Audit. 



75 

further Reply of Gonmment 

The Ministry has addressed the NMDC for clarification on certaia 
points relating to the revised cost estimates and after the clarification i& 
received, the matter will be examined in greater depth by SAIL before: 
Govern:nent finally accords sanction. 

{Ministry of Steel & Mines (Department of Steel) O.M. No. 1/82j73~ 
10M, dated 14-1-1974.) 

Further Iaformadoa CaDed for by the Committee 

The matter relating to the revised cost estimates was stated "to be 
examined by the SAIL before Government finally accord sanction". What 
is the latest position? 

(Lok Sabha Secretariat O.M. No. 14-PU/73, dated 19-11-1974.) 

·Furtber Reply of Govel'llllleDt 

The revised capital cost estimates for Bailadila Deposit No. 5 project 
submitted by the NMDC in October, 1972 were returned by Government 
for a review to take into account the latest position. The revised estimat~ 
are still under consideration by NMDCjSAIL. 

[Ministry of Steel & Mines (Department of Steel) D.O. No. 1 (82)/73-
10M, Vol. II, dated 18/19-12-1974.) 

CoIDJDeIIU of the Committee 

Please see para 32 of Chapter I of the Report. 

Recommendation (Serial No. 32) 

The Com:nittee note that the actual production of diamonds from the 
two mines viz., Ramkheria and Majhgawan fell short of the original targeta 
during the period from 1968-69 to 1971-72. Although the overall per-
centage of shortfall of production in the two Pro~ts together showed ,'. 
declining trend from 44.8 per cent in 1968-69 to 14.10 per cent in 1971-
72, the actual performance in Majhagwan exceeded the targets and per
formance of the Ramkheria mine fell very much below the targets. As 
admitted by the representative of Department of Mines during evidence. 
"the result is one deposit counter balances the poor perfoQllance of th .. 
other. National Mineral Development Cirporation propOies that it should 
be closed down and Majhgawan expanded." 

'·(Further replies not vetted by Audit). 
" . 



76 

The Com:nittee regret to find that through the Ramkheria mine was 
taken up for exploitation on the basis of further prospecting and explora
tory works done in consultation with the Foreign Consultants and the 
Indian Bureau of Mines it could not attain the targetted capacity and the 
performance is only nbout one-fourth of the target. The Committee, there
fore, feel that even the further exploratory and prospective works were not 
done y,ith the ncce~sary care and caution with the result that the project 
is losing heavily. The Committee tire not impressed with the 'Statement of 
the Ministry that "one deposit coullter balances the other." The Com
mittee take a seriolls view of the undue haste with which the mine was 
taken up for exploitation without a thorough and careful techno-economic 
Itudy of the project r€Sulting in an intructuous expenditure. 

The Committee strongly recommend that the entire matter should 
be thoroughly investigated by the Government as to the quantum of the 
loss and the responsibility for such costly lapses be also fixed. 

(Paragraph No. 7.20 and 7.21) 

Reply of GoftmmeDt 

1be programme of prospecting and exploratory work on the Remkheria 
M'me and had been undertaken in full consultation with the foreign COIl-
IUltants and the results obtained had also been analysed and interpreted 
in consultation with them. It was only after this that it was decided to 
10 forward with the working at the Ramkheria Mine. However, despite 
the maximum care and attention devoted to the prospecting and exploratioa 
epcrationa. the incidence achieved was far lower than the assumed figure 
worked out mainly due to the deposit being an alluvial deposit which • 
iaher1:adJ very difficult to estimate precisely. 

".M.D.C. ha.e sent proposals to the Government for closing down the 
-t.lDIkheria Mine, in view of lower incidence and absence of adequate sur
face mioing riabts. These proposals are at present under consideration 01 
lie Oo.emment in consultation with Steel Authority of India Ltd. 

(ll'ailtI')' of Steel & Mines (Oep~ent ci Steel) O.M. No. 1/82/1'-
10M, dated 12-12-1971" 

c...ittee recommended that the entire matter should be thorousNr 
~ by the Government as to the quantum of loss and the respoml
., lair I8dI coatl, lapses be also fixed. PleMe state:-
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(a) Whether the matter has been thoroughly investigated and if so 
with what results and ; 

(b) What is the quantum of loss suffered b) the Ramkheria mines. 

[L.S. Sectt. No. 14-PU /73 dated 22-12-1973.J 

oI:Furtber Reply of Government 

Regarding part (a) of the additional information desired by I...dq 
Sabha Secretariat, it may be mentioned that the reason for lower level 
of out put than envisaged in the Project Report, and the consequent losl 
has already been explained in reply to recommendation No. 32. Govern
ment are therefore, of the view that Scope for further investigation is 
limited and such investigation is not necessary. 

Regarding part (b), it may be mentioned that Panna Diamond Mining 
Project comprising of the two mines-Majhgawan and Ramkberia-in
cuned a net loss of Rs. 9.77 lakhs since the commencement of productioD 
in 1967-68 till 31st March, 1970. Ramkheria's share of loss till 31st 
March, 1970, could not be a proportionate because separate rcc"Ords for 
eadb. mine were not maintained. The proportionate share of loss su ... 
tained by Ramkheria mine in the past three years has been:-

1970-71 

1971-72 

lY72-73 

Rs. 9·47Iakhl. 

• R~. I,· 75 Iakh .. 

RI. 16' 89 laths. 

RS·~42.11 laltha. 

(MiDlstry of Steel &. Mines (Department of Steel) O.M. No. 1/82/73-
10M, dated 7th February, 1974.J 

Further called for by the GoTemmeat 

What concrete steps have been taken for reduction in cost of prodUctiOD 
of diamonds? 

[L.S. 14-PU/73.] 

[L.S. Sectt. No. 14-PU/73 dated 5th December, 1973.} 

-Farther Reply of Goveramellt 

Since the mining at Ramkheria is not capable of economic operations 
NMDC has proposed the closure of the mine simultaneously NMDC 
has also proposed the expansion of Majhgawan mine so that the Costs 01 
the mines could be further reduced to a point where it is possible to work 
without loss. The "matter is under ccosideration of SAIL. 

(Ministry of Steel & Mines (Department of Steel) O.M. No. 1/82(73-
10M, dated 7th December, 1974.] 

eNot vetted by Audit. 



·Further Reply of Government 

The recommendat:on of NMDC for the Ramkheria Diamond Mine is 
Iti11 under consideration of the Steel Authority of India Ltd. 

[Ministry of Steel & Mines (Dt'partment of Steel) D.O. letter No. 
1(82)/73-IOM Vol. II d-ated 18/19th December, 1974.) 

(Comments of the Committee) 

Please see Para' 38 of Chapter I of the Report. 

Rea»mmendation (Serial No. 34) 

The Committee are not able to understand the rationale of canalisinl 
the import of rough diamonds through the NMDC who are primarily con
ecmed with exploration and development of minerals. The Committeo 
arc also distressed to note that before appointing the NMDC as the cana
lising agency for import trade, Government have not issued specific guide
pnes in regard to the particular quality of rough diamonds to be imported 
ke ping in view the demands of trade and requirements of the coun~ry 
but simply left 1l1e matter entirely in the hands of the Corporation· with 
thc result that the transaction he.s not yet only ended in a loss of Rs. 5.16 
jakhs hut the specific objective with which this task was undertaken was 

"Dot fulfilled. 

The Committee would strongly urge talat the entire deal should bo 
'thoroughly investigated and responsibilities for such costly lapses fixed. 
The Committee were now informed that the import and export of dia
Dl0p.ds done, by the NMDC has since been trat'lsferred to the NMDC. 
The Comriiit:ee hope that the NMDC would ensure that such costly lapse. 
do Dot recur and imports of rough diamonds are m-ade in consultation 
"ith consumers. 

(Paragraph 7.37.) 

, "'Reply of 'Gov em meat 

Recommeodations of the Committee about further investigations into 
the entire deal ha:ve been noted for r.ccessary action. The Committee's 
observat:ons in regard to the issue of specific guidelines for the import of 
rough diamonds by the NMDC have been brought to the notice of tbe 

, Ministry o,t Commerce. 

Although the import of rough diamonds from Ghana resulted in a los. 
a the absence of adequate arrangements for assortment of the diamond • 

. "'---:....-----" -- _. ,_ .. -. " .. ~'---- - .--.. -- .. _--- ---------_ ..... ,- ...... ,. . .. _. '.-.'~' ".".- -. "._-

*Not vetted by Audit. 
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for sale to the Indian diamond trade, the totality of the import trado 
handled by the NMDC in rough diamonds has resulLed in an overall pront. 

(Ministry of Steel and Mines (Department of Steel) O.M. No. 1/'62/13-
10M dated 12th October, 1973.) 

Further laformadon Called for by the Committee 

It may be stated specifically as to what steps were taken to investigate 
into the entire deal .as recommended by the committee and what acho. 
has been taken by tJhe Ministry in this regard. 

[L.S. Sectt. No. 14-PU/73, dated Sth December, 1973.) 

Further )teply 01 Governmeot 

A Copy of reply to recommendation No. 34 was forwarded to National 
Mineral Development Corporation Ltd. on 14th October, 1973. With tho 
request to take appropriate action and report the progress made in tho 
matter. The report is awaited. Further action will be taken on receipt 
()f a repo~ from National Mineral Development Corporation. ..; 

" .' d 

[Ministry of Steel &Ild Mines (Department of Steel) O.M. No. 1/t!J2/ 
73-10M dated ·14th January, 1,974.) 

Further laformatioa Called for by the Committee 

Have th.: t.~lin.istry /NMDC ~aken any action to conduct the il)ve~tJ.aa
tion into the deal of imports of rough diamonds. If so was any report 
received by Government and what action has been taken thereon; '" 

[L.S. Sectt. O.M. No. 14-PUj73, dated 30th December, 1974.) 

*Furtber Reply of Govel'lUneat 

The Government have decided to constitute a Committee a>mprisina 
the following:- . . .. " I 

(i) Shri R. K. Dang, Director, Department of Steel, 

(ii) Shri C. S. V. Rao, Director (Finance), NMDC, 

(iii) Shri I. M. Puri, Secretary, SAIL. 

to investigate into the whole deal relating to the import of· rough diQOlondi 
which had resulted in loss of Rs. 5.16 lakhs and the fixation of responsibj. 
lity for ll:\pscs, as .recommended by CCPU. 

[Minis'ry of Steel and Mines (D~partmcnt of Steel) O.M. No . . 1J~1,1 
73-IOM (Vol. II), dated 4th January, 1975.1 

---;---"., ;~'-~-;--.-': 

(·Not vetted by Audit). 
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Comments of the Committee 

Please see para 42 of Chapter I of the Report . 

Recommendation (Serial No. 36) 

The Committee note that while framing the Detailed Project Report, it 
wu anticipated that Government's sanction would be received by Decem
ber, 1968 and the Project would go into full production by 1973-74. 
The Committee regret to note that Govemment had taken two years to 
approve the Detailed Project Report although they had communicated 
their approval in principal as early as January, 1969. The Committee 
also regret to observe that on account of the delay in the sanction ot 
estimates, not only has the cost of project increased Ibut the completion 
of the project has also been delayed by three years. 

The Committee further observe that even the revised estimate approv
ed by the Board in August, 1972 are still awaiting sanction oy Govem
IDCDt. I 

(paragraph NOI. 8.t7 & 8.18). 

Reply of Govel'lllllellt 

The observation of the Committee has been noted. The revised cost 
estimates lubmitted by the NMDC are presently under examination. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 1/82nl-
10M, dated 12th October, 1973.1 

FIII1ber 1Df00000000n called lor by the Committee 

What is the present position? Reasons of delay in sanctioDing the
rnIsed cost estimates, the period by which the estimates are likely to be 
IIIlctiooed by Government. 

[L. S. Sectt. No. 14-PU/73 dated 5-]2-1973)1 

.. Furtller reply of GoVenuDtDt 

1'hlI matter is presently under consideration of the Steel Authority ot 
India Ud., of which National Mineral Development CollpOl"ation is a 
mbsidiary. SAIL il reported to be awaiting certain clarifications from 
Nati~ Mineral Development Corporation. 

[Min. of Steel" MiDes (Deptt. of Steel) O.M. No. 1/82/73-
10M, dated 14-1-1974.)-; 
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Further Reply called for by the Committee 

The matter was stated to be under consideration by SAIL. Please 
state the latest position. 

[L.S.S. O.M. No. 14-PU/73 dated 19-11-19141 

*Further Reply of Government 

The Il:vised cost estimates of Donimalai Project have been received 
from the Steel Authority of India Ltd. and will be placed before the 
Public IDvestment Board shortly and would thereafter be submitted to. 
Cabinet fbr approval. 

[Min of Steel & Mines (Oeptt. of Steel) D.O. letter No. 1/82/13· 
10M, (Vol. II) dated 18th & 19th Dec., 1914J 

CollllDellts of the Committee 

PI. S{ i I para 47 of Chapter I of the Report. 

Reeommendation (SerW No. 48) 

The Committee were informed that an "Inventory Control Committee" 
was const: tuted by the Bureau of Public Enterprises. That Committee in 
its report submitted in January, 1972 had made certain recommendations 
regarding procedures of purclrase and inventory control. The Secretaries. 
Committee, on Public Sector Enterjprises which considered that report in 
May, 1972 decided that the Bureau of Public Enterprises should farther 
review the, inventory position in regard to NMDC's projects. 

The Committee would like the Government/Bureau of Public Enter
prises should complete the review without delay and fix suitable norms for 
the stores and spares consistent with the needs of production and develop
ment worn of NMDC.The Committee were informedthatatocks of 
about 70 per cent in the usage value were only being subject to thorough 
control alill review. The Committee strongly urge that a thorough, 
review of all the items of stocks should be undertaken half-yearly and 
action taken fa reduce the inventory levels to avoid unnecessary accumula
tion of stores. 

(Paragraph No. 11.13 & 11.14) 

Reply 01 Govel'lUlleDl 

The recommcodations of the Committee have been brought to tile 
notice of BPE and they have been requested to complete the review at 
an early date. The Committee's recommendations about balf-yearly-

*Futtha' replies DOt vetted by Audit. 
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.review of stocks have been brought to the notice of the NMDC and theJ 
have been instructed to take necessary action. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. I/M2f73-
10M dt. 27-11-1973] 

(For further reply, please see reply to recommendation No. 49.) 
Comments of the Committee 

(PI. see .para 54 of Chapter I of the Report.) 
Recommendation (Serial No. 49) 

The Committee note th'at in the Bailadila, Kiriburu and Panna Diamond 
Projects, stores of the value of Rs. 137.69 Jakhs did not move for more 
than two years as on 31-3-1971 and stores of Value of Rs. 227.98 lakba 
did not move for more than one year as on 31-3-1971. The Committee 
also note that Rs. 23.6 lakhs worth of stores including spares and construc
tion and special parts 'are awaiting disposal as on 31-3-1972. The very 
fact that more than Rs. 3 crorcs worth of stores are not moving for over 
one/two years only proves that sufficient care was not exercised before 
ordering purchases. The Committee were informed that periodical reviews 
arc undertaken by the Storeholder to identify non-moving ood obsolete 
spares, lists are prepared and circulated to Sister Projects or the items are 
~ansferred to other projects. The Committee are strongly of the view that 
the review of stores should not be left to the storeholder but should be 
conducted systematically by an' independent store officer/stOCk verification 
officer so that a systematic analysis of all the slow-moving/non-moving 
items is undertaken and items surplus to requirements are identified and 
timely action taken for their transfer to other projects, public undertakings 
where they could be more usefully utilised instead of allowing them to 
become obsolete to be ultimately wcitten off as a loss. The Committee 
ltlso find that the shovel received by the Panna Diamond Project from 
Bailadila in January; 1968 on the plea of urgency for removal of over 
burden 'cOuld not be utilised' for want of certain repairs and had ultimately 
to be returned in May, 1969 to Bailadila without any use after more than 
15 1'nonths. Even after the shovel was received. back at Bailadila it could 
il0t put to use and had to be declared as surplus. The Committee are 
riot convinced about the plea of urgency for the transfer of equipment 
from Bailadila. 

The Committee fail to understand as to wlby the Corporation could not 
have verified the condition of the shovel even before it wac; transferred to 
Panna, 'and wh~ it had taken more than 15 months for Panna project to 
return it to Bailadila. The Committee would like that this should be 
1nvestlgated 'in' detail and report furnished to them. ' -" --------_._---_ .. _-

@At.the "time of factual verification, the Ministry of Steel have stated 
that' "t~ Bureau of Public Enterprises have since I'eviewed the inventoril's of 
the N.M.D.C. The latest portion of inventories as also th~ implementation of 
the recommendations made by the 'Committee on Invelltory . Control' is In<1l
.cated In their O.M. No, 27/16/72.BPE/MM dated 13-3-1975-Copy endorse4 
Appendix. 
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The Committee feel concerned that, on the one band, tbe Corporation 
is carrying beavy inventory of stores and a large amocot of surplus storee 
are accumulated on the other hand, Common equipments like shovel 
remain unutilised for want of spares for repairs. 

The Committee would like the Corporation to undertake a thorough 
review of similar cases of Plant and Machinery which may be lying 
UDutilised for want of spares or repairs of which may be uneconomical so 
tha,t the Corporation may take immediate measures to bring them in 
working order or take action for their disposal to other Undertakings. 

The Committee suggest that the Inventory Control Committee on 
NMDC should also critically exaniine this aspect and suggest ways and 
means for adequate provisioning of spares and stores so that the machinery 
in the Corporation may not at any time remain unutiJised on the plea of 
want of spares and production affected on this account. 

(paragraph No, 11,25) 

Reply of GovermneDt 

A Committee has beea set up by the Chairman, NMDC to investigato 
into the transfer end utilisa!ion of shovels from Bailadila to Panna. @A 

copy of the orders constituting a Committee is enclosed. 

The Chairman of the NMDC has also set up anothor' Committee 00 
inventory coatrol. 

[Min, of Steel & Mines (Deptt. of Steel) O,M. No. 1/'1.2173-
10M dated 12-12-1973] 

Further Information caned for by the Committee 

Has the Committee constituted to investigate into the transfer and 
utilisatiob of shovels from Bailadila to Panna, submitted its !'eports, if so, 
details thereOf 10gether with the action taken by Governments? 

(ii) Has the Committee on 'Inventory Control'. submitted its reoons? 
If so, ~hat are its findings together with the action taken by tbe Gove~
ment? <t.S.S. O.M. No. 14-PU/73 dated 14-10-1974) 

-Farther Reply of Government 

(1) This Committee has examined all the relevant records. Its ReporC 
is in the draft stage. 

-Not vetted by Audit. 

@A copy of the .order which also gives the terms of reference· js 
attached· (Appendices III· &: IV). 
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(il) This Committee has submitted an interim report which is under 
eumination of NMDC. The Committee bas been asked to expedite it& 
final report. 

[Min. of Steel & Mines (Deptt. of Steel) D.O. No. 1/82-73-
10M. (Vol. II) dated 18/19-12-1974J 

Further Information called for by the Committee 

Action Taken in regard to the completion of review 'as directed by the 
BPE together with action taken by Government. 

[L.S.S. O.M. No. 14-PUf73 dated 30-12-1974] 

·Further reply of ~vemment 

The Bureau of Public Enterprises has been asked to indicate the action 
eaten by them to review the stock of NMDC. A report is awaited from 
the BPE in the matter. 

[Min. of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/73-
10M, (Vol. II) dated 4-1-1975) 

·Further reply of Governmeot 
In a subsequent reply, the Ministry stated that the· Report of the 

Committee on the transfer of shovels from Bailadila (Deposit. No. 14) 
Project to the Panna Diamond Project and back to Bailadila is likely to 
be considered by the Board of Directors of NMDC at its meeting being 
faeld in tis month. 

[Min. of Steel & Mines (Deptt. of Steel) O.M. No. 1/82/73-
10M, (Vol. II) dated 12-2·1975J 

Com....,..,. of the CoJllllllttee 
Please see Para S4 of Chapter I of the Report. 

8ec:ommeaclatioll (SerIal No. 51) 
The Committee note that the sale of iron ore to Japanese Steel Mills 

in terms of agrecmmt entered with them for the development of Kin'buru· 
and Bailadila Mines is being made by the NMDC through the MMTC. 
In paragraph 77 of their 11 th Report, the Committee suggested that the 
Corporation should work out its costs of exporting the ore independently 
and if the cost did not work out to be more than the Commission paid to 
the MMTC it might be economical for the Cot1poration to take over the 
work from the MMTC. This aspect was examined by the NMDC in 
1969 and it came to the conclusion that if the funds to the extent of 
RI. 2.3 crores were made available to the Corporation, it need not pay 
to the MMTC the element of the service cbarges representing "Finance 
obligations" excepting overhead expenses. The Committee find that 
already NMDC baa paid RI. 1.61 crofes as commission cbarges to MMTC 

-Not vetted by Audit. 
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upto 1971-72. The Committee were informed that it was the policy 01 
Government to canalise all export of iron ore through a separate trade 
agency which, in this case, was MMTC and so long as the NMDC wu 
paid a fair price inclusive of adequate return on investment it should be 
advantageous to keep the trading activities with MMTC. The Committee 
also find that the question of price payable by MMTC in respect of orea 
exported through it, has been for long under dispute and it was only in 
October, 1971 that the Finance Secretary had given award about the faic 
price payable by MMTC, according to which the Corporation would be 
selling the Bailadila ore to MMTC on a FOR Vizag. Port basis w.e.f. 
1-4-1971 and the existing price formula for KiribuTU ore may continue for 
1971-72. Though the MMTC had aceepted the award, the Committee 
find that NMOC had been making further representations on the award. 
The Committee were also informed that the matter was still under nego
tiation between the two Corporations. The Committee need hardly stresa 
that in the interest of improving the financial position of the Corporatioa. 
an early settlement of the price should be arrived at. 

(Paragraph No. 12.1Tt 

As tho negotiations between NMDC and MMTC on the issue of price 
~ other terms and conditions have not yielded any satisfactory conclusiOll, 
the Board of Directors of NMDC have decided that a Committee of three 
Directors of the NMDC should go into the question and suggest further 
course of action. The issues are accordingly being considered by the 
O>mmittee of Directors '8Ild are expected to be taken up with MMTC1 
~ of ladia. 

[Mia. of Steel "Mba (Deptt. of Steel) O.M. No. 1/82/7'-
10M dated 12-10-19111 . 

........ w... ... c.w for by tile Committee 

Latest position about the settlement of price and other fenna .... 
.amtditlou bctweeD NMDC and MMTC may please be stated. 

(L.S. Sectt. No. 14-PUj73, dt. S-12-13t 

....... RepIJ 01 Gofel'lUlMllt 

1be matter II .tilJ under consideration of the Committee of Diredon. 
.. NMDC. Purthet actiOll will be taken on n:ceipt of the report fit 
Omlmitt.ce DIrecton. 

(Miatstry 01. Iteel ...... (Deptt. of Steel) O.M No. 1/82/73-1<* 

.. 14-1'"'41· 
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F'artber Iaformatioa Called for by the Commtuee 

(8) What is the latest position in regard to fiIlalisation. of price" 
What are the reasons for delay in the settlement of the prices? 

(b) What are the terms and conditions of the contract for the supply 
Of iron ore from the mines of NMDC to J aipur in so far as the price is 
concerned? 

(c) Is there any esca~ation clause in the contract? 

(d) Had the NMDC any say in determining the .price of iron ore 
committed to be sold to ] aipur. Please state the views expressed 11"/ the 
NMDC in this regard? ~ 

(e) Do not the Government feel that non-settlement of their price jeo
pardises th! economics of both the undertakings-

NMDC Qnd MMTC, and if so, what remedial measures have· been/arc 
proposed to be taken by Government? 

(Paragraph No. 8.11 &8.18) 

·Furtber Reply of Government 

The NMDC and MMTC have arrived at a price 'settlement for 
the sale of Bailadila iron are for the years 1971-72 to 1974-75. The 
~ agreed to are 'as under:-

1971-72 
1972-73 

.1973-74 
1974-75 

Rs. 20' SO pf'r DMT F.O.R. Vizag 
R~. 24' 00 Do. 

Rs.2S·00 Do. 

(Railway freight from Bailadila to Vizag will be on MMTC account). 

'the MMTC has also wee agreed, in principle, to an increase of 
Its.S, so per DMT in the year 1974-75 price with effect from the 1st 
September, 1974, 

. (b) ~ (c) Under the long term contract between MMTC and ~apanesc 
Steel Mills, a fixed price of $ 9.73 per dry long tonne FOB Vizag loner 
Harbour was agreed to. For shipments through the Outer Harbour 
scheduled to be constructed at Vizag by 1-6-1974, the FOB price was 
contmctcd to be $ 10.30 per DMT. The contract provided for 
re-negotiation of prices only in event of 8 change in the IMF Dollar parity. 
Po'lowing the two successive Dollar devaluations in ~ember, 1971 and' 
FebnJary, 1973 the MMTC had negotiated revised prices of $10.6Q p~~ 
DLT for shipments during 1972-73 and $ 11.13 per DLT for shipment$. 
d\lring 1973-74 . 
......... ( ..... · ..... er· rep'y'-Not ......... h. A • ...-In-~ "",""WI .. • 'i' ___ ... _" ____ ... 
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D~ri~g the visit of MMTC delegation to Japan in October, 1974~ 
negotIatIOns for further price increase under the Bailadila ore contract 
were again taken up, on the basis _ af the upward movement in world 
prices of Iron ore. Even though the long-term contract contained no 
escalation clause for such increases in price, the MMTC de.legation were 
successful in obtaining a further increase of $ 2.25 per DLT for all ship
ments under the BailadiIa contract with effect from 1-9-t 974. This 
increaSe was confirmed to be in line with the quantum of increase given 
by the Japanese Steel Mills to Australian suppliers of iron are under 
similar contracts. MMTC also succeeded in obtaining from the Ja'p'anese 
Steel Mills a confirmation "to discuss the question of revision of prices, 
if during the remaining period of Bailadila iron ore contract, there 
occurs a noticeable change in the economic situation or in other cOll'l1ec!ed 
factor resulting in rising of prices of iron ore under similar contracts and 
consequent disparity in prices between Bailadila iron ore CO'I1tract and 
those contract. Thus, while the original long-term contract did not 
provide for a general escalation clause aDd the price. was open to dis
cussion only in the event of a change in the IMP dollar parity, the MMTC 
have been successful in obtaining increase in price, on other the consi
derations also. Moreover, they have now been able to get the' Japanese 
Steel Mills to agree to discuss revisions of prices under the long term 
contract as indicated above. 

(d) Chairman, NMDC was one of the members of the delegat\on 
which visited Japan for negotiating the long term contract. The terms 
and conditions of the long terms contract were arJp'roved ~y Government. 
The ,negotiations conducted recently in October, 1974 were done by a 
team consisting of the, Chairman and a Director from MMTC. NMDC 
were not associated with these discussions. 

(e) The price issue having been satisfactorily settled no further action' 
on this is considered necessary. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 1/(82)/73-
10M dated 12-2-1975] 

CommeDts of die Committee 

Please see para 28 of Chapter I of the Report. 

RecollUDelldatloa (SerIal No. S6) 

The Committee regret to note that in spite of the instructions issued' 
by Ministry of Fina'llce (Bureau of Public Enterprises) in September, 1968 
in pursuance of the. recommendation by the Committee on Public Under
takings in their 15th Report (4th Lok Sabha-April, 1968) on "Fmancial 
Management in Public Undertakings" that Intemal Audit should Include a 
critical review of the Iystem, procedures aDd operations as a whole, the-



88 

.lnternal Audit Cell of the Corporation has not so far conducted any 
a'p'praisal of the performance of the projects. The Committee were infor
med that ooJy recently the Corporation sanctioned Internal Audit Cells for 
·the operatings mines at Kiriburu and Bailadila and action for evolving 
suitable operation standards -for production initiated. The Committee 
recommend that Internal Audit Cells should be activised to discharge 
their functions and responsibilities so that the Management can take advan
tage of the reports of. Internal audit in setting right the defects in the 
working of the Corporation. (Paragraph No. 13.26) 

Reply of Government 

In order to have thorough Internal Audit, it has been decided that 
'firms of chartered Accountants should be appointed on year to year basis 
in each Unit of the Corporation for conducting Internal Audit. The 
Corporation has already appointed such firms for its major units viz., 
ICiriburu, Bailadila Deposit-14, Bailadila Deposit-S and Donimalai pro
·ducts and Head Office. Similar appointments for other units are also 
UDder consideration. 

Another proposal now actively under consideration of the NMDC it W 
''CODItitute an integrated "Operations Research and Evaluation Cell" com-
• prising Industrial Engineers and Cost Accounts Officers to deal with per
formance, evaluation and operations research. This Cell will also fix 
-nrious norms for performance-input/output. This will ensure effective 
<OIl control and tUSO facilitate performance appraisal of the projects. 

[Ministry of Steel and Mines (Department of Steel) O.M. No. 1/82!7l-
10M dated 27-11-19731 

Co ....... of tile CoDUDlttee 

:ft:uo lee para 57 of Olapter I of the Report. 
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~MMENDATIONS IN RESPECf OF WHICH FINAL REPLIES 
OF GOVERNMENT ARE STILL AWAITED . 
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CluIltrll 13, 1897 

3530 LS-7 

-NIL-

NAWAL KISHORE SHARMA, 

ChlM",.,.., 

" 



APPENDIX J 

(Vide Reply of Reco:nmcndatioD No. 30) 

-Reply by Government to poi," No. 8 relating to Reccmam.ttdtrtion No. 30 
of Gommittee on Public Undertakings. 

(i) Tho recommendation of the Commitflee regarding commitments 
made to foreign P¥ties was brought to the notice of Bureau of Public 
EDterprises. They have made the fonowing dbservations:-

"Every en~rprise and the concerned administrative Ministry have 
to be alived to the need for ensuring coordination between 
various public eDterprises and honouring contractual co:nmit
ments through concerted measures. Wherever necessary, advlc. 
and help is available from the monitoring cell of the Planainl 

Commission in respect of the core sector and from BPE for 
other enterprises." 

(ii) Position regarding delivery of equipment by HEe reviewed in 
high level meeting taken by Secretary (Steel) in July, 1973 followed by • 
further meeting by the Secretary (!teet) on 1-1-1974 was confirmed to hi 
at! uDder:-

Prim.,- Ccu.hen 

Secondary Cl'IlIhen 

Stack.r 

Reclaimcr 

W .. on IA.der 

I No. in Much, 197. 
1 No. in May, 197. 

1 No. in Nov., 1973 .. 
1 No. in January, 1974 

I No. in June, 191. 

1 No. in June, 191. 

1 No. of November, 1914 

(b) In August this year Sr. Officers of NMDC visited HBe, Ranchi, 
HEe in the meetina had iDdicated the fonowina delivery schedule to 
NMDC:-

(I) StICker 

(:a) Reclaimcr 

• 3) Wqon Loader 

<.) SecondIry Cruaher 

(,) Primary Crutber 

. . 

(6) S,:onJary Pria,1'J Crll9her 

NO\>. , 191 .. 

Dec., 1914 

Dec., ,,7 • 

M'O\>.-Dcc., 1914 

NOY ..• 191. 

April/Junc, 1915· 
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(c) Durin& the fust week of this month Sr. Technical Officer of NMOC 
aaain visited Ranchi to alsess progress and also had meeting with HEC 
(At senior level). HEC this time did not coounit to any revised 4elivery 
schedule and stated that they were doing their best and it il not possible to 
adhere to the delivery Iic1tedules as they had anticipated in August, 1974 
and slippagel have occurred on account of certain technical realODS. 
Assessment of NMDC about probable dete of deliveries provided by HEC 
accord top priority is as under:-

Pnmary Crus"6' 

(i) I1It Primary Crusher. 

eii) %nd Prim*'f Crusher 

SICDffd4ry Crus_ 

2nd Secondary Crusher . 

Stacker 

R.eclaimer 

Wqon Loader 

c- Not verted by AuJit) 

Rnd January---early Feb .• 197~ 

Not earlier than end of 1975. 

January, 197" 

February, 197~ 

April, 1975 

Ma,-June, 1975. 



APPENDIX D 

(Vide Recommendation No. 40) 

Most Immediate/Committee on Public 
Undertakings ........................ . 

No. 125/40/73-Fert. III 

BHARA T SARKAR 
(Government of India) 

Petroleum Aur Rasayan Mantralaya 

(Ministry of Petroleum and Che:nicals) 

New Delhi, tM 23rd October, 1973 

OFFICE MEMORANDUM 

SUlUlICT.-37th Report of the Committee on Public Undertakin.gl MI 

the National Mineral Development Corporation--Reco". 
mendation No. 40. 

The undersigned is directed to refer to Ministry of Steel and Mine. 
(Department of Steel) O.M. No. 1/82n3.IOM (MIV) dated ~/26d1 
September. 1973 on the subject mentioned above and to send herewith a 
copy of the comments of pyrites Phosphates and Chemicals Limited In 
regard to recommendation No. 40 contained in the Co:nvlittee on Public 
Undertakings' Report on National Mineral Development Corporation. 

Sd/-
P. S. RAJPUT, 

For UndtT Secretary to the Govt. of l,w;.. 
Ministry of Steel and Mines. 

(Deptt. of Stccl-Shri P. N. Chopra-Under Secretary) 

New Delhi. 

Comments OIl the letter No. 1/82173-IOM (MIV) dated 25/26tb Sep
tember. t 973 from the Ministry of Steel and Mines, Department of Steel. 

At the request of the Pyrites, Phospbates and Olemicals, the National 
Mineral Development Corporation forward to the Undertakings in August, 
1973 the final report prepared on the investigation done on the rc-rock-

92 
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pbosphate deposits in Paritibha, Chamsari, Masrana, Durmala and Busti
Jalikhal and Maldeota. This report, while commenting on the quality and 
the extent of the reserves, does not purport to give the details that are 
normally to be found in a techno-econo:nic feasibility study/detailed pro
ject report. The repon of National Mineral Development Corporation on 
the Mussorie Rock Phosphates and Chemicals Limited Gnd steps are bema 
taken towards the preparation of the techno-economic feasibility report. 
A definitive view would thereafter be possible about the economic 
Yiability of upgraduation of the Mussorie rock phosphate to marketable 
quality. 



APPENDIX In 
(Vide replies to Recommendation Nos. 48 and 49)· 

NATIONAL MINERAL DEVELOPMENT CORPORATION LIMITED 
MUKARRAMJAHAI ROAD: POST BOX NO. 195. 

HYDERABAD-500001. 

(Regd. Office: 109 & 109A, 1st Floor, Surn Kiran Building, Kasturba 
Gandhi Marg, New Delhi-llOOOl). 

No. MM/COPU-37/1/73196 
Dated: November, 20. 1973 

OFFICE ORDER 

In paragraph 11.25 (extract enclosed) of the 37th Report on the 
NMDC. The Committee on Public Undertakings have drawn attention to 
the heavy inventories of matllia}s and stores held at the various Projects. 
In order 110 ensure that the Committee's reco:nmendations are ~lemented 
with a due sense of urgency, the Chairman has constituted a Committee 
with the following composition and terms of reference:-
Composition: 

Shri O. P. Vasudeva, Chief Planning and Investigations. 
Shri M. R. Dev Raj, Materi-al Manager. 
Shri N. P. Mukherji. Chief Project Finance. 

Terms oj relereru.:e: 
(1) To malae a systematic analysis of all the slow-moving/non

moving items of materials and stores held at each of the Pro
jects in operation, namely, Kiriburu, Bailadila-14 and Panna; 

(2) based on such an analysis, to identify the items surplus to the 
requirements of the Project(s) concerned; 

( 3 ) to make specific recommendations regarding the extent to 
which items surplus in a pal1icular Project can be used in the 
other Projects in operation/under construction/feasibility area" 
of the Corporation; and 

( 4) to draw up a list of surplus items which cannot be utilised in 
any of the Projects of the Corporation and would have to he 
sold to other public sector organisations or outside agencies. 

2. The Committee will take up the study of Bailadila-14 first and sub
mit its complete report on the status of inventory in that project by Decem
ber 31, 1973; thereafter it will take up the Kiriburu Project and submit its 
report by January 31, 1974; and subaequently the Diamond Mining Project 
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will be covered and the report thereon will be submitted by February 28, 
1974. 

3. On receipt of the Committee's recommendations, the matter will be 
. ~tudied in detail by the Materials Management Division at the Head Office, 
who will then arrange to have discussions on each of the recommendations 
with the Gen.ral Managers/Heads of the Projects and their principal 
officers and make suitable recommendations for consideration and approval 
by the Chairman regarding transfer of surplus items of materials and stores 
to other Projects or their disposal by sale. 

4. Once the initial study in the aforesaid manner has been completed 
in respect of the Projects at Kiriburu, Bailadila-14 and Panna, the General 
Manager/Head of Project concerned would be reliponsible for bringing the 
.itudy up-to-date and the position would be reviewed by the Materials 
Management Division every six months. 

5. In addition to this general analysis with respect to slow-moving/ 
non-moving ite:ns of materials and stores, the Committee would also under
take a thorough review of individual items of plant and machinery whicll 
may be lying at a particular project unutilised for want of spares, or the 
repairs of which may be uneconomical, so that the Corporation could take 
immediate steps to bring them to a working condition or take action for 
their disposal to other public sector undertakings. The Committee's find
ings in this behalf will also be submitted project-wise, as in the case of 
inventories. The Committee is requested to commence its deliberations 
immediately and complete its work on time. 

BY ORDER 
Sd/-

1. PADMANABHA IYER, 

Chief Per90nnei Manager and Secretary. 

Copy to: 

1. Shri O. P. Vasudeva, CPI. 
2. Shri M. R. Dev Raj, M.M. 
3. Shri N. P. Mukherji, CPF. 
4. General Manager, Bailadila-14. 
5. General Manager, Kiriburu. 
6. Sr. Mining Engineer In-charge. Panna. 
7. Deputy Material Manager, Bailadila-14. 
8. Deputy Material Manager, Kiriburu. 
9. Deputy Material Manager. Panna. 

10. C.P.A. (ii) Secretary to Cb,airman. 
11. P. S. to Director (Plannin,). 
12. P. S. to Director (Finance). 



APPENDIX IV 

(Vide Reply to Recommendation No. 49) 

NATIONAL MINERAL DEVELOPMENT CORPORA nON LIMITED 
MUKARRAMJAHAI ROAD HYDERABAD-SOOOO1. 

No. MM/COPU-37/l173-74196 Dated November 20, 1973. 

OFFICE ORDER 

In paragraph 11.25 (extract enclosed) of their 37th report on the 
NMDC, the Committee on Public Undertakings have observed as follows: 

"The Committee fail to understand as to why the Corporation cou,ld 
not have verified the condition of the shovel even before it was 
transferred to Panna, and why it had taken more than 15 
months for PWlna Project to return it to n:!:'.:Jila. The Com
mittee would like that this should be investigated in detail and 
report furnished to them." 

Chairman has been pleased to constitute a Committee consisting of (1) 
Shri S. K. Khanna, Chief Industrial Engineer Wld (2) Shri N. P. Mukherji, 
Chief Project Finance, to go into the available records and submit a report 
on the aspects referred to by the Committee on Public Undertakings in the 
above recommendations. The Committee is requested to furn~b its report 
by January 31, 1974. 

Sd/-
(J. PADMANABHA IYER), 

Chief Personnel Manager and Secretary .. 

Copy to: 

1. Shri S. K. Khanna, Chief Industrial EngiDeer, NMDC Limited. 
Hyderabad. 

2. Shri N. P. Mukherji, Chief Project FiDIDCC, NMDC United.. 
Hyderabad. . 

3. General MWlagcr. Bailadila-14. 

4. Sr. Mining Engineer incharge, Panna. 

S. Material Manager. 
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APPENDIX V 

(yltk Foot-Note at p. 82) 

No. 271161n·BPEIMM 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

BUREAU OF PUBLIC ENTERPRISES 

AMUure II 

Dated. New Delhi, 1M 13tll MQ1'ch, 1975 

OFFICE MEMORANDUM 

SUB.-Thlrty Seve,.th Report of the Committee 0,. Public undertaki,.gs 0" 
N.M.D.C.-Actio,. taken 0,.. 

The undersigned is directed to refer to the Ministry of Steel and Mines 
(Deptt. of Steel) New Delhi O.M. No. 1182173-IOM (Vol. II) dated 23-12· 
1974 on the subject cited above and to state that tihe inventories of NMOC 
"ave been reviewed 'IUld the latest position of inventories as also the im-
plementation of the recommendatioos made by the Committee on Inven
tory Control is indicated below: 

I. Impleme,.tatiOlt of COIC Recorn.merrdati""" 

1. PizlJtlO1& of 1IOrms: 

On the basis of norms suggested by the Committee on Inventory CoD"
trol NMDC have fixed levels wherever practicable. In regard to itelDl 
where they were found impracticable due to change circumstances such as 
extended lead time and credit licences, the levels have been modified. The 
projecta have been advised on the stock levels to be maintained for each 
category of· storea. 

2. Stocks out Items : 

Action Ibaa been taken by NMDC to prevent Itock out of items by way 
.t proper classification and also by fixing proper lafety levels. 

,. R~gtI1tiSAlion of Materlah M~: 

The re-organisation of materials manqemont has been broadly ap
proved by the Management and the positioning of stat! is under process. 

97 
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4. Schedule for ov~"'hauling: 

Action has already been taken by NMDC to draw oul a progru'ffime 
for overh&I.J1ing the equipments in cOlliultation with the projects. The 
programme is so arranged that aU the projcct5 take up over-hauling of a 
similar equipment at the same time so that the the projects can forecast 
their requirements of spares to the Head Office. This will enable the 
Head Office to place bulk orde. for 5imiJar equipments and consequently 
save lot of time and cost. 

5. Insurance/Standby spares: 

The projects have constituted a survey committee for reviewing the 
insurance and standby spares and to advise with regard to surplus stores. 

6. A. B. C. Analysis: 

The projects have completed ABC analysis of the stores which havo 
been codified. 

7. Inspection 0/ store$: 

Steps have already been taken by the projects to expedite the inspcctioa 
of incoming materials. 

R. List of approved suppliers: 

NMDC have already taken action to form a Market Research Cell in 
the head office under the Materials Manager for registration, screening and 
maintenance of vendor pcrfornlance card. A list of approved suppliers 
bas been prepared. Tbis proces!! is going on to mchlde more number of 
finns. 

9. M"nagement reporting system: 

Proper management reporting system is being introduced and this 'will 
be supplemented with mechanisation by introducing mM unit recording 

1 O. A rising and di$poSGl of scrap: 

. . ::: 

The project have been expedited and also action taken by them to 
have a separate cell for listing out scrap arising. suprplu!l stores aod 
o~solete stores meant for disposal. 

I \. System of weighing iron ore: 

The matter is being looked into by the production wiog of the tUnt aod 
remedial measurCII are being taken. 
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t2. satety nocle IeNI: 

The exercise of fixing up of stock level and safety levels on a scilllti1k 
manner has already been completed at Bailadila-14 in regard to ABC 
category items. Similar action is being taken ill other projects allo. 

13. Finding of Commonalities: 

Considerable work has already been completed for findina the com
monalities of spares between the various equipments and they have been 
segregated from the General Stores Vocabulary. 

14. Ordering &: Carrying Costs: 

In regard to the co:nputation of ordering and carrying cost a uniform 
system is being adopted by all the projects for working out the above cost •. 

15. Financial Checlcs: 

The matter h!l5 already been examined by the management to reduce 
the number of financial checks'so as to keep the lead time to the minimum.. 

16. Posi", in Price Ledger8: 

Action has been taken to ensure that price ledgers are pested up to' 
date. 

II. Inventory Holdings 

Th. comperative figures of inventory vis--a- vis production in respect 
of 3 production units for the last two years are given below:-

.- ------_._ ... ~ ---- -----.- --"--"'---
!'of IIDe of uait Tear Value of CJtt 0° Inventory h 

Inventory Production Mo.ofmontb 
-----_ .. _- --------

iltiladila-14 [972-n 448.24 856.65 6.~ 
[973-74 531.00 934·2~ 6.9 

Kiriburu 1972-73 218.53 248.36 10.6 
~973-7.1 237·27 270.25 [0·5 

Panna (972-73 92.17 72.35 [5.3 
1973-74 87.44 9·PJ rI.l 

The position in respect of eacb unit is further analysed below: 

Bailodila-1'" 

The inventory level has increased trom 6.3 JIlonilie cost of productiol' 
ill 1972-73 to 6.9 months during 1973-74. The increase is partly duo to 
lesser production on account of troubles in gas generators etc. and pattly 
because of tho receipt of initial spares (at 1 ~ per cent. of tbe ValuvCl of 
:nain equipment) alongwjth the eight L W·50 tonne!! Dumpers and the 
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quantum of spares for shovels. Most of the sparca are imported. lbe.e 
may be consumed during the next 2/3 years. 

The unit has more or less achieved the levels sugClted by the COIC 
for stores in transit and finished goods. However the present stockholding 
ander spares is rather high. The stock held under spares includel 
insurance items as the same have not been segregated. This aspect is re
ceiving the attention of the unit. 

The total value of surplus items awaiting disposal as on 31st March, 
m 1972-73 to 10.S months in 1973-74. The stock held under S.I.T. is of 
Inventory level of this unit as soon as the review of non-moving items is 
completed and surplus ite:n.s disposed of[ 

Kiriburu: 

The inventory level has improved from 10.6 months cost of production 
in 1972-73 to 10.5 months in J 973-74. The stock heJd under S.I.T. is of 
the order of 0.1 months receipt and that of finished goods 1.2 months pro
duction which are well within the norms suggested by the Committee on 
Inventory Control. 

The present stock helding under spares and stores other than spares 
Is still high. Here also the insurance items have not been segregated and 
the stocks held under spares includes insumace spares. The work of 
aegregation of insurance items is in hand. 

Action is being taken to review the non-moving items and to dispose 
oft the surpluses. 

PQIIM: 

Their inventory level has improved tram 105.3 months cost of produc-
don in 1972-73 to 11.1 monlihs in' 1973-74. However, the prcstm.f 
stock holding under spares and fini!;hed goodli is considered to be high. 

The unit is seized of the plobleln and the position is expected to im-
prove further next year. 

To 
The Ministry of Steel and Mlnee. 
Deptt. of Steel, 

Udyog Bhavan, New Delhi. . 

(Set) M. L. MONOIA. 
Deputy Adviler (MAt) 
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APPENDIX VI 

("ilk Para 6 of Introduction) 

Analy8i.f of Action TtJlcen by Govemmenl on tM rectmrlMNlatIOl'll em-
tllined in the Thirty-Seventh Report 0/ 1M Committee on PubUc U".,. 
lllkingl (5th Lot SobhQ). 

I. Total aumber or recommendations 56 

n. Recommendationa that have been ICCepted by Govel1lD1Cl1t 
(fJitk reconunenw.iona at Serial Nos. 1,2,3,6.7,13,17,21,33041, 
42.44,) • 
N~ la 

Percent. to total 

III. Recommendationa which the Committee do not desire to punue 
in view or tbe Government'. reply (f1i41 rccommendsatJonl • 
Serial NOI.4,5,8,IO,II,12,14,15022,24,25,26,28.30,31,3,.37,38,39. 
40043>45.46.47050,51,53.54,55). 
~. • • • 2, 

PercentaBe to total ,.% 

IV. Recommendadons in respect of which replica of Government 
ha~e not been accepted by the Coaunittce (Yitk lecommenda
tiona at Serial Not. 9,16,1.,19,:ao,23,27,29.32,34,36048>49,52,. 
~N .. ber • • • • • • • •• I, 

'CftlIi:atIIP of total ., " 
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