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INTRODUCTION 

I, the Chairman, Committee on Public Undeltakings having been 
aLllhorised by the Committee to present the Report on their behalf, 
present this Fourth Report on Mineral Exploration Corporation Ltd. 

2. The Committee·s C'xaminatiun of the working of the company 
\\"a;, mainly based on the Report of the Comptroller and Auditor 
General of India. 1983, Union Government (Commercial) Part-II. 

3. The subject was examined by the Committee on Public Under-
takings (lfi84-85). That Committee took evidence of the representa-
tives of the Mineral Expioration Corporation Ltd. on 12 and 13 J'uly, 
1984 and also of the representatives of the then Ministry of Steel & 
Mines (Department of Mines) on 10 September, 1984. The Commit-
ieI.'. however, could not finalise their Report due to the dissolution 
of the Seventh Lok Sabha on 31st December, 1984 . 

. -1. The Committee un Public Unde·:takings (1985-86) considered 
and adopted the Report at their sitting held on 26 July, 1985. 

5. The Committee feel obliged to the memgers of the Committee 
on Public Undertakings (1984-85) for the useful work done by them 
in taking evidence and sifting information which forms the basis 
of this Report. 

o. The Committee wish to express their thanks to the Ministry 
of Steel. Mines & Coal (Department of Mines) and Mineral Explora-
tion Corporation Ltd. for placing before them the Material and in-
formation they wanted in connection with examination of the Com-
pany. They also wish to thank in particular the representatives of 
the Department ofl\fines and the Company who appeared for evi-
dence and assisted the Committee by placing their considered views 
before the Committee. 

i. The Committee also place on record their appreciation of the 
"s~istance rendere·d by the Comptroller and Auditor General of India. 

NEW DELHI; 
August 6, 1985. 
Sravana 15: ioo7" (Saka) 

K. RAMAMURTHY, 
Chairman. 

Committee on Public Undertakings. 

(v) 



CHAPTER I 

ROLE AND OBJECTIVES 

A. Role of MECL. 

1.1. The Mineral Exploration Corporation (MECL) was establ-
ished in October, 1972 with the primary object of giving a com-
l'~ercial bias to mineral exploration and to bridge the gap between 
111(; initial d~scovery and eventual eiploitation of mineral depoSits. 
The Company was conceived' as a sole agency of the Government 
of India to carry out detailed exploration of the minerals throughout 
the country. However, various other public sector undertakings like 
coal India Ltd. and its SUbsidiaries, National Mineral Development 
Corporation, Hindustan Copper Ltd" Hindustan Zinc Ltd. etc. who 
are engaged in the exploitation of mineral deposits also continued 
tn carry out exploration through their own agencies. The exact line 
of demarcation between the public sector exploiting 'agencIes and 
the MECL was to be determined in consultation with the concerned 
interests after the latter was set up. This had, however, not been 
done so far although eleven years had. elapsed since the Company 
'vas formed. The Company informed Audit in June 1983 that this 
had created a situation where the Company was not clear of its 
future role and it also affected its plans for modernisation and 
investment beside~ cr-eating a situation where it 'had to face un-
desirable competition. 

1.2. When the Committee desired to know the reasons for the 
other public sector undertakings taking up exploration work them-
selves instead of entrusting it to MECL the Director ,(Technical) of 
the Company stated during evidence:-

, , , , ,Prior to 1973. there was no commercial agency for 
carrying out this work. Certain companies had then 
developed some exploration wings themselves. They had 
quite a number of drilling equipment, ., At the time of 
the formation of the Company (MECL) it was envisaged 
that we should be the sole aiiency. There were also cer-
tain letters from the then Secretary, to the combined 
Department of Coal and M:nes that the entire work would 
be 'carried out by us ..... At the sa:ne time, despite tha 
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fact that a specialised agency had been set up, there was 
a definite tendency on the part of these -organisations to 
expand further." 

1.3. The Committee desired to know whether at the time uf 
establishment of MECL, it was considered feasible to ask the other 
public undertakings to part with their equipment and give it to 
MECL because MECL was supposed to be a commercial concern 
for all these companies. The representative of the undertaking 
replied:-

"I don't think it was thought in that way that they would 
part with these equipments and give them to MECL. But 
what was conceived was that this company would utilise 
these equipmentg for carrying out certain developmental 
and production drilling that would be needed within the 
existing mines." 

r.~. In regard to the need for a clear definition of the role of 
MECL in mineral exploration, the Ministry informed Audit 
(November, 1983). as fo11ows:-

"The public sector undertakings under the Department of 
Mines have taken up exploration work only within their 
lease hold areas; new areas are left for exploration by 
MECL. However. in the case of coal, exploration work 
is done both by Central Mine Planning and Design Insti-
tute (CMPDI) and MECL. The question of assigning the 
work of coal exploration between CMPDI and MECL is 
under consideration of the Department of Mines and a 
satisfactory solution will be arrived at in consultation with 
the Department of CoaL" 

1.5. Asked to state whether there would be enough work for 
MECL if other undertakings under the Department of Mines were 
allowed to take up exploration work within their leased areas, the 
Director (Technical). MECL stated in evidence: 

"This matter has been taken up by us with our administra-
tive Ministry. In 1979, a decision was taken that at lea3t 
the organisations under the Department of Mines would 
permit our undertaking the work even where lease holds 
were there e.g. on behalf of Hindustan Zinc and Hindustan 
Copper." 
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1.6. From the Report of the Sub-Group IV (Exploration) of the 
Working Group on non-ferrous metals, the Committee noticed that 
thou~h the Government have decided that detailed eJCploration in 
the lease holds of public enterprises under the Department of Mines 
.would be done by MECL, in respect of lease hold areas of other 
organisations, Government may authorise under notification, the 
GSI o~ any central organisation to undertake exploration in those 
areas. 

1.7. In this connection, the Secretary, Department of Mines stated 
in evidence: 

.... after the MECL came into being, the detailed explora-
tion work was handed over to MECL. Wbat the explora-
tion wing., of the various undertakings are doing today is 
developmental exploration; they have got their own 
mining leases and they are exp10iting those minerals. 
Apart from this developmental exploration. none of the 
public enterprises is really doing detailed exploration .... 
really there is no overlapping between what,~they are 
doing apd what the MECL is supposed to do. Th4' detailed 
exploration work is being handled by MECL. We ensure 
that no detailed explo~ation work for exploring any parti-
cular miaeral in any particular area is really taken up 
by any of the other public enterprises." 

1.8. On connection w~th exploratioll of coal, however, the Secre-
tary, Department of Mines stated in evidence:-

"The CMPDI is perhaps the only public sector en~erprise 

which is doing the same kind of work in the area of coal 
as the MECL is doing. In the area of coal, theJe is defi-
nitely overlap .... Apart from that, there is ;, no over-
lapping." 

1.9. Asked to state the steps proposed to be taken to evd this 
overlapping of functions of CMPDI and MECL, the witness stated: 

"The Fazal Committee which went into 15 public enterprises 
including those in the coal secto!' recommended that 
CMPDI should become the mining consultants in the area 
of coal similar to MECON in the area of steel .... CMPDI 
is designed to work in the speCialised area of design and 
consultancy in the coal sector as MECON which was 
started as part of the Hindustan Steel Central Enl!ineer-
ine: Design Bureau has become a leading consulting a~encv 
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in the steel sector. There is room for CMPDI to develon 
in this line as a leading consultancy and design organisa-
tion in the coal sector. The exploration part they werE' 

doing before they should really give up so that MECU 
could consolidate and strengthen their efforts in the area 
of exploration ..... In fact we can take over all the drills 
of CMPDI and we can take over their personnel al<;(). 
MECL's terms are quite similar to those of CMPDI, 1 
can see no difficulty." 

1.10. When the Committee desired to know the role of MECL 
vis-a-vil GSI, the Secretuy, Dtpartment of Mines infohned in 
evidence: 

"Previously, before MECL came jnto existence, even the task 
of detailed exploration was part of the GSI activities. It 
was only in 1972 that the exploration function was taken 
away and given to the new corporation. (At present) 
GSI makes a regional assessment including exploration 
but not to that much detai1. The detailed exploration 

, will be unriertaken by MECL. It is possible that on the 
·'Mats of GSrs regional exploration alone if an investment 

. \iecision is taken, it may go wrong. . .. MECL gets a copy 
of reports undertaken by the GSl. But MECL cannot 
take up any detailed investigation suo-moto. They can 
take the work eithe, if the Governm~t asks or one of 
the clients asks."' 

B. Diversificatin of activities 

1.1l. According to the Report of C&AG, Union Government 
(Commercial). 1983, Part II on MECL, exploratory drilling, mining. 
mine construction along with the requisite geological and analy-
tical workS and finally preparation and submission of geological 
reports containing results of the investigations and reserves esta-
blishod, formed the main activities of the Company. The major ex-
ploration activity of the Company at present was in the various coal 
fields of the country though it has also done mineral exploratiop 
in ferrous, l' ):l-ferrous, non-metallic and precious metals. Besides 
mineral exploration. the Company has ext"nded in recent yea,s 
its activities to gec-technical investigations for dam foundation and 
ground-water resources. 

J .12. The Committee desired to know the reasons for the Com-
lJa~ taking up the extra, activities like geo-technical inveStigations 
for dam foundation and ground-water resources, instead of concell-
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trating on its main activity of mineral exploration. The Director 
(Technical) of MECL stated in evidence:-

"In the beginning we had a large number of drilling equip-
menta whicll were "kept idle. Later on we thought that 
instead of keeping them idle, with the expertise in dril-
ling, we coUld take up these !V0rks .. , ... ,. In 1981-82 
and 1982-83 there was a severe drought in Orissa; th_ 
drilling had to be done on a hard strata. We did that 
job with success; others could not do that." 

1.13 Asked as to why this equipment could not be utilised for 
mineral exploration, the witness stated that the equipment had 
originally been transferred to the company as an asset from GSI 
in 1973. The Company did not have a choice in this transfer. This 
equipment contained a large number of drills of law capacity which 
could not be used for exploration purposes. He added-

"SubsequenUy, with the experience that we gained, we 
have taken a policy decision not' to buy such equip-
ment any more. We are following it. Since we had 
some surplus, We will utilise it in an area whl!re the 
expertise needed is available with us." 

• 1.14. On enquiry whether specific approval of the Government 
was taken for this purpose, the witness ~!ated:-

"For this purpose, we did not take specific approval from 
Government of India, but it was 'within the knowledge 
of the Board of Directors." 

--1.15 On a query whether there were any other such cases, the 
Director (Technical) informed the Committee in evidence:-

"There is a standing' request from the Brahmputra Flood 
Control Board. They ar,e prepared to give us all assistance 
for our work. The other, is Narmada Sagar Project." 

1.16 The Committee pointed out that there was already an 1!pex 
body at national level viz. Central Ground Wate, Board (under the 
Ministry of Irrigation) whose mainactivitles were to conduct sys-
tematic hydrogeological surveys, ground water exploration, resour-
ce evaluation studies, studies on special ground water problems, 
geophysical investigations etc. and asked whether it was appro-
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priate for MECL to take up activities already being carried out 
by a Central agency instead of concentrating on its main activity of 
mineral exploration. The Secretary, Department of Mines stated in 
evidence:-

'They have undertaken the ground water drilling in Orissa 
on a specific request from the Government therc. 

C. Corporate Plan 

1.17 According to Audit the company had not drawn up since its 
inception and upto 1982-83 any long term programme in mineral 
exploration indicating inter-alia drilling and mining capacities of 
the Company. Asked to state the reasons therefor, the DirectOl' 
(Technical), HEeL stated in evidence: 

"Our planning in the past to a large extent has been uncertain 
because we were not very sure about our share in the ex-
ploration." 

1.18 The Committee desired to know whether any national plan 
for exploration of various minerals indicating the share of various 
agencies has been prepared by Government. The Secretary, Depart-
ment of Mines stated in evidence that this was done for the first 
time for the Seventh Five Year Plan. 

1.19 On the question of planning by the company the Depart-
ment of Mines informed the Committee in a note that the first major 
planning exercise by the company in this direction was the prepa-
ration of a draft 10 year Roll Over Plan in 1976-77 which included 
almost all the important economic minerals other than oil and ato-
mic minerals. However, in,July, 1980 with the changes in the Sixth 
Plan of the country and also the changes in the patterns of demand. 
consumption. production, export/i,mport of different minerals, it 
"las considered necessary to recast the draft 10 year Roll Over 
, Ian. MECL was asked to prepue basic approach papers {or 20 years 
development programmes for (i) Alwnina and Aluminium, (ii)~ Cop-
ner and Nickel, (iii) Lead &c Zinc, (iv) Gold and (v) selected indus-
trial minerals. 

The position was again reviewed and the MECL was asked to 
t uke up preparation of a 10 years perspective plan covering the period 
from 1983-84 to 1992-93 for exploration of various minerals. 

1.20 Asked to state whether the 10 year plan had been finalised, 
the MECL stated in a note furnished after evidence that the tenta-
thm programme for drilling and mining for various minerals drawn 
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up as an initial document in the company for preparation of detai-
led action plan for equipment. performance etc. envisaged total 
target of 33.25 lakh mtrs. of drilling and 1.73 lakh mtrs. of mining. 
HoWever, meanwhile the Planning Commission Constituted working 
groups for p,-eparing the approach paper for development and 
exploration of various minerals during Seventh Plan period. One 
of the sub-groups under the working group on Non-ferrous Mehls 
dealt with exploration. Since the work load contemplated by the 
MECL in its 10 year perspective plan mentioned above had heen 
incorporated with some modifications in the corresponding years of 
the Seventh plan, the finalisation of the 100year perspective plan was 
mot pursued. 

1.21. From the report sub-Group IV (Exploration of the Work-
ing Group on· non_ferrous metals set up by the Planning Commio-
sion. the Committee noticed that the total mineral-wise targets of 
exploration during Seventh Plan period (1985-1990) have been fixed 
clS under (figures in brackets indicate the share of MECL)-
---- ------------------

O"e/Mincral Totzl T.rget (1985-90) 

Drilling Mining 
(in) (m) 

2 3 4 

I Coal. 26,3°,000 10,((;0 

(13,5°,000) (10,000) 

Ligolte 2,55,000 
(2,00,000) 

3 Gold 1,.4.0,000 J6,coo 
(1,00,000) (t6,ooo) 

4 L~ad zinc 0",," 2.05,000 12,500 
(90,oou) (10,000) 

5 Copper ore 2,20,000 17,,500 
(1,00,000) (15,000) 

6 Tin 'rung. teA ...,..,. J,CO,OOO 35.(~O 

(35,000) is',5OC ) 

MaDtJlUIese ore 55,000 3,000 
i35,000) (~,ooo) 

8 Nickel &: Chrolllite 0""" 30 ,000 2,000 
(10,000) (2.000) 

9 Bau~ite 25,000 
(15,000) 

3,000 
(3,000) 

10 1)ialDOnd 3S,coo o 30,OCO 
(15,000) (so",oo) 



B 

--.------!I,-- .. ---
•• Limeo\l[Jlle and Dolomite 

'2 Ap. tite &: Rock Phoop& 1< 

13 Pou..h 

•• Indwtri; I miner." 

'!I Oth ..... (including g<:otberlW 1 deep g<:ol"lO', 8TC.uno 
,.,.. ter &: seotechnic' 1, etc.) . 

TOTAL: 

~ 

1,!7,C-of)C} 
135,COO) 

55,000 
(20,000) 

55,000 
(!IO,~ 

J,(\{),CCO 
('5,000) 

3,4.!' ,(CO 
(2,75,<'<'0) 

4 

.,oco 
(8,000) 

a,«o 
(3,coc) 

J ,cco 
(',0«» 

7,5(n 
(7,5"") 

1,42.,,5(0 
(1,:'!5,()()O) 

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

Apart from the share of MECL indicated in the brackets ;n th(' 
... bove statement, the rest of the drilling and mining would be 
carried out by Geological Survey of India (GSI) , Central Mine 
Planning and Design Institute (CMPDI) , Singareni Coal Fields Ltd. 
Neyveli Lignite Corporation, Hindustan Zinc Ltd.. Hindusta', 
Copper Ltd. and Cement Corporation of India. 

1.22. When the Committee desired to know whether any- explora-
t.ion prog1'lUllJI1e has been drawn up upto 2000 AD., the company in 
a note, submitted after evidence, stated that it had generally been 
noticed from the reports of the Sub..Groups on copper & nickel, 
lead-zinc, aluminium, precious and other high valued minerals and 
metals, etc. thai. projections of demand patterns beyond 5 years or 
similar short term range were beset with risk since the fast d ~velop· 
ments in science & technology would cause changes in the demand 
pattern. However, an order of magnitude estimate of the demand 
of various minerals and the resultant requirment of exp~or:\tion in-
puts, could be contemplated for the period beyond 7th plan. The 
sub-group on exploration had taken into account some estimate or 
demands upto 2000 A.D. and the likely \nputs of drillin:r and 
mining etc. that might be necessary for exploration in the sariw 
period. A more definite basis for such long. term for casting, might 
be available after the Government finalise the 7th plan document. 

1.23 111e <;omnnltec are distressed to note that fbougb at the 'Iime 01 
~ctting up o~ Mineral "xplor.l1iOI' Corporation Ltd. in October, 1972, the 
Compan~ Will> ('om:eh'ed liS II snle ~y 0( the GO\-el1lJlleitt 01 [JMIa 
10 t'ilrry out _t2lUed exploratioll of the minerals th.--oughoat die co_try. 

\'BrlOUS other public sector undertakings like Coal India Ud. and iti sub-
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'Iidiaries, ·NlIdolllll Mineral Development Corporation J.Jd., Jlind~ 
Copper Ltd., Hilldustan Zinc Ltd. etc. continue to any out expIoratiOJl 
tluoqb tbeir own agencies. Thc exact lioe Of demarcation between the 
function Of p0b6csector aptolting agencies and MECL whida W.lS to 
bl! dele' .lIJined in oonsultation with the concerned inteI'ests bIr; not so fill' 
been done in clear term~ in spite of tile fact that more than 12 years 
bne lapsed in lIetw~c". Admittedly, tlUs bas created 8 situation wwe 
the company was not clear of it, flltnt'e role whicb naturaily affected i'I 
pblns lor modernisation and im'estment besides creating a situation where 
it h:ld to face avoidable competition. • 

1.24 The Committee olli;ern tbat the belated deds'on (1979) nutbO-
ri~illg I\1I~CL to undertake de:ailed cxplonltion work in the lelISehold areas 
Of MII[l: agcuties, was confined to OI'gl!nisatioDs und~r the Departmeat 
o~ Mines. In reSIled of I,ndcrtakings under other Ministries, a separate 
notificaiion has to be iSloued to authoriSe GSI or BDY other central orga-
nisation t{) undertake e:.plOTlltWJl in the 1C'lllSebold area; of such lUIder-
·ll~Jn~. The Committee desire that the Mineral Exploration Corporation 
Ltll, should be rmde the main agem:y to IDldertake detailed exploration 
of minerals in lilc leasehold art'as of all organisatiom under the Cootral 
Go\'crnment. 

1.25 MECL i~ also not very cI~r about its role ill coal exploratiOll. 
In the opioion of the (omnrittee, the fnnctions of Ceutral Mine Plaaning 
and Design Institutc :lUd MI.CL are definitely overlapping. Tbe Fazal 
CommHtce recommended thaI the CMPDI should be developed liS a 
spedlllj~cd agency for (' ''''~n and consultancy in the coal sector just as 
I\-mCON was Il cOJlSuJtancy agency in the steel sector. Howcver, the 
t:M!!mittee feel that the mattcr did not receive the attention of the Govern-
moot if ·d~served. They, (hen-fore, recODmJ~n:l that the feasibility of 
a~S1gnillg exploration of coal Sfllely to MECL and ooverting CMPDI into 
a p,lrely (OJl~uJtlllllcy organisation in the coal sector should he examill!!d 
ufreotl)". 

1.26 The Coounittee nllte that the main ~'divities of file CODIpany Ilft 
e'(plonltory drilling, min'ng. mir.e ~nm,lcticl!1 1!,'c'lI~ wVh (h~ reqlt'<~ 

)!,eologiclll and analytical works and finally pl'ep~:atifJn :'mlt s~hmisshn d 
J:l'ologkal repOrts containing rcsults 0( the investigJItiOns and re~erves 
cstabUshell. Houewr, in retent year. th'! cOD1plny, wilibout obtaining 
('he !;p~cific approval of (;ovcmment, ba~ extended its activities to geo-
technical investigations for dam fouooaiiOD and ground walei' resources 
simply because a number of low capacity drills were transferred to it as 
assets of GSI which could not he used for e~:ploration purposes by MF.£L. 
The Committee do not ~li)"Teciate MF.£L undertBJdng extraneous work not 
falling strictly lI'ithin its scope of flDu:t'on'i simply because of some equip-
menl handed over to it by GSI being in ils pO!ISI!S!Iion. 11Ie departure on 
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till' part of I\II::CL (lorn ill> maiD objectives is all the more WJbealtlty "'_ 
there Is already an apex body at oatiollll.l level viz. Ceatral GI'OUDd Water 
Hoard 10 conduct systemalir 'Iydrogeologkal surveys, ground W1ItIlr' explo-
ralion, studies on special rrouncJ waler problems etc. and mucb remains 
t () IJl' done in the spllcre 01" ilN own activity of miDeraI exploration wherei. 
itN performance iN wrl insignificant. The Committee would suggest tIIat 
('he "quipmcnt wilh MECL ",bid. is not found suitable for mineral eX-
pJuration sbould be disposed of or Irmsfen'ed to Central Ground WateI: 
Ro.1rd in!;lcad o[ IlIUing il :: base for Ulldertaking works not connected 
wilh the compan)'s main obj~cthe~ and clearly beyond its defiDed fuDctions. 

1.27 The Cummittee IIrc wlhappy to nOIe that tiD recently no long-term 
nllliODlli plan in minel'al e:'plollltioll was prepared byGov(!:nment indicating 
the sbare of 'IIriOIl~ agendl'~. TIle MECL in turn "'lIS not ccrtain 01 
ih shelre in the tXpllll'll,i('" It continued to (ll'CF~Te from time to time 
dift'crent plans covering dilferent periods. The first exercise was 1M 
J:reJll:1'lItion of II drafl ]1) yeu plan in 1976-77. In July, 1980, however, 
it ',as n.'CB.~t an:1 th(' company wa~ Il"ked to prepare basic approach papers 
fIJI' 20 years (1l'n'lopm"nt programmes {or certain mtnenls. Later, the 
posiflon ,,~~ again rn'icwrd :xnJ MECL WI&> !liked to take up preparatioa 
of 1\ 10 year l'en;p~tivc piau covering the period 1983-84 to 1992-93. 
Hardly blId thi~ plan b!'".'n finalised w'hen the working groups for preparing 
:ljlprolll:!l papl'r !!for rlcvdu}lIIwnt &ad exploration of mlnetllls during 
S"vcnlh I"lan period wel~' ~rt up b~' the Planning Commission. 'I1Ie 
!\U:CI:s plan Wl1'S also incGrporated in Ibis for 1985-90. A more definite 
h:";is fOr lonll l~rll1 (ol'l.':'a~'ing upto 2000 A.D. is expected to be avnilable 
"nl~' aft!!1' linalisutifln o[ the 71h Plan document. TIle ColIIIIIiCtee ,jew 
"ilh ~t1nC~fn tbe ~rcquent clJultlle' eIIecled by Government in the forllUlla-
Iton 01 lung tcrlll plans for lI.iner<il ell."Ploration. They desire 6at firm 
e,lilll1ltes (," tbe demand of ,ariou~ minerals and the resultanl 2'equireme'" 
of nploratioll inputs 011 :J long term basis, at least upto the year 2008 
,\.0. shuuld be made soon lind made available to MECL so as to provide 
:1 more definite basis for its future acth-ities and planaing theref@. 



CHAPTER II 

OPERATIONAL PERFORMANCE 

A. Targets and Achievements 

2.1 During the Fifth Plan period, Mineral Exploration Coq).1:lta-
"tion's achievements were 4,19,481 metres in core drilling agaiilst.ia-
target of 12,76,150 metres (32.87%) and 16,492 metres in; explorat~ 
mining against a target of 54,604 metres (30.20%). The Commit~ 
desired to know the reasons for the company's achievement durtng 
Fifth Plan being far below targets. They were informed in 'a nQt.e 
submitted by the Company that it could not ac:bieve the targets du~ 
to the fullowing reasons:-

(i) The perSons from Geological Survey of India were"Jte-: 
patriated and ~hortage of experienced persoll9 "nils fel~: 

(ii) The indigenous drills pUl'!ChaIled ,by the company hid ' 

(iii) 

testing problems. ~) • 

Shortage of accessor:ies. became a constraint and .s~pp'ly 
of good quality material was' either, not available in )he 
country or had a very long lead time. There were ft"e-
quent postponements, in delivery schedules. ' 

(iv) Shortage of POL and power also affected work durHlg 
the period. . ~ 

(v) Deterioration industrial relations in, th~ company arid' 
bad law and order situation in Dhanbad and AsarisolbeIt 
affected the work. 

2.2 During the Sixth Five Year Plan, the company_envlsaged .. a 
target of 8,llS,500 metres of core drillirik and50,~ ,metres of exp}D- \ 
ratory mining. The .original and reviled targets fixed year-wise and 
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2.3. 'l'fte Committee. enquired the .reasOns for shortfall in drilling 
'9I1d .. milling with reference to targets fixed every year at the time· 
of formulation of budget estimates. :MEcL infonned in a note sub-' 
mitted after evidence that the compapy . got work from GSr and 
Government of IilClia in case of Promotion'al -projects and from 
clients in case of contractual projects. Finn programme of Elq)lo-
ration work was not made available in advance, so that the things 
could be planned. Due to this many envisaged projects did not 
materialise and work su1fe~. Industrial relations, shortage of 
POL and deteriorating law and order situation. also affected the worlQ 
on year to year basis. 

2.4 The Committee desired to know the projects in respect of 
which approval was delayed and the reasons therefor. The Sec-
retary, Department of Mines stated in evidence as follows:-

"During the period 1981-84,:feuc-year period, our analysis 
show that approval was delayed in respect of ~ projects, 
out of which 2 were copper projects-Dolamala and 
Surahari projects-where it was :decided not to go ahead 
So, approval was delayed. ror very. valid reasons. Ulti-
J;I1ately, it was not sanctioned by the Government. In 
respect of the balance 4 projects, three projects were 
Sideswar and Chigarigunta for gold deposits in Singh-
bhum and tin deposit in Haryana. Hindustan Zinc has 
already taken a lease for the tin deposit. We would like 
to go ahead after the GSI finishes its work. We are 
waiting for theGSI report." 

2.5 Asked to state the steps taken to ensure timely approval of 
projects, the witness stated:-

"Originally there was a technical Committee' which· cleared the 
promotional projects. After it clears the promotional pro-
jects, then it would be approved financially and adminis~ 
tratively by the Government i.e. the department of Mines 
in consultation with the Ministry of Finance. ThiS was 
leading to difficulties. Now, we have adopted a single-
window approach. We have one committee which con-
sists of technocrats, mines representative, Finance Minis-
try representativean d CMD and the superintending 

Ministry, Geologist from the Indian Bureau of Mines. 
Senior DDG(Operations), GSI i~ also a Member. . This 
Committee noW considers aU promotional proposals and 
approves or rejects them so that it is dime. by one Coul-
mittee. There is no delay in approval. TherefGre~ no 
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earlier problems are now faced. 
cal1~ the cOordination Committee. 
J~, l~. 

This O:lmmittee i!t 
It was set up on 3Id 

2.6 In -~ to the contractual projects,~ th-e: Committee were 
infotmed bytbe.·.~try in a note furnished after evidence that 
although the GOve~ was not directlyJinvolveH,::a~l_ assistance 
would be rendered to secure contractual work to the Company and 
to settle matters of inter-Company problems!disputes, if any, for 
~n9uring smOQth functioning of Company. 

B. Project deficiencies 

2.7 A review of certain promotional and contractual projects 
conducted in audit revealed that there was inadequate proje:'t, 
planning, inadequate project management and control reflected in 
large cost and time over-runs, delays in closure of 'camps, lpw' pro-
ductivity per worker month, low drilling per drill month; delay in 
submission of geologieal reports and idleneSs of equipment and man 
power etc. For instance, in the case of Askot- MUltimetal Project 
(U.P.) the actual cost' of 65% of the wilrIe done was &. '6245 per 
metre as against the estimated cost of Rs. 2500 'per metre, Further, 
there, was delciy of about 20 inantna in tIosin~r the camp resulting 
in additional expenditure on salaiies etc. to the 'extent of Rs. 1.14 
lakhs. Similarly, in the case of KesarpurCoppel' p'roject, the actual 
cost per nietre'workedout to Rs. 983 against the estimate of Rs, 477 
per metre, the variation being due to more time taken (44 months 
as against 30 months as estimated) and proportionately more ex-
penditure incurred on salaries, wages, PCL etc. The geological 
report in this case which was to be submitted within 2 months-of the 
completion of the project was submitted ;liter 10 months, In the 
case of Baphlimali Bauxite- Project, the Company took 33 -months 
in completing the projeCt as agamst 21 months stipulated in the 
sanctioned scheme. . In the case -of Siju Project, Meghalaya, the total 
exiJenditure -on the' 'project. amounted to Rs. 32.84' lakhs 'as ;:gainst 
the' confract price of &, '19.40 lakhs resulting'in a loss' of Rs, 13.44-
I81Iihs. 

" 2.8 Asked, to explain the various shortcomings and· deficiencies 
pointed out by audit as a reswt.of review caf these projects.. the tlircc-
to,~ (Technical), MECL, stated in evidence as follows:-. .... . 

"No doubt, there have been certain delays and_ cost escala-
tions. To a large extent, this happened in the period 
1979-80 to 1931-82. It was during' that' period that ,OUI' 

rates for coal were revised' down\vards and our repeated 
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requests for improvement in rates were not accedec1 to 
by the coal industry. The company was passing through 
a very serious financial crisis. It was also in that period 
that we had to undergo very serious financial constraints. 
We were facing a lot of internal management problem5. 
To a certain extent, there have been certain inadequacis 
in planning and monitoring. These are some of the rea-
sons why there have been delays and cost escalations. 

Besides that, there have been certain unnatural conditions 
met within the mining projects like very bad earth condi-
tions; certain strata were found to be harder than what 
we had antiCipated. This also contributed to delay and 
cost escalation." 

2.9 When the Committee desired to kDow the remedial action 
tak~n in this regard by the Company, the witness informed:~ 

"Based on OUr past experience, We have undertaken detailed 
planning and monitoring of all projects, whether it is 
promotional or otherwise. In 1983-M, we undertook a 
number of promotional projects. I think we have been 
able to complete most of them on schedule and at least 
in two cases we have been able to complete ahead of 
schedule which includes. the project in Kolhapur and the 
other one was Hindustan Copper project. Both have been 
completed slightly ahead of schedule. In the case of aU 
other projects, we have been well within the schedule." 

2.10 Asked to state the measures takenror cost control, the wit-
nes!! stated:-

"First thing is that our promotionaL project rates in mining 
were not adequate. We have asked for revision in the 
rates from the Government based on the costs and certain 
norms of efficiency that has been studied in detail by the 
Government and we are expecting revision in the rates 
from the Government. We have fL~ certain cost norms 
for various projects that we have been undertaking .... 
We have certain operations in hand and we are keeping 
esealation under control to the extent possible ........ • 

C. Geological Reports 

(i) Delay in submission of rC'pO'l'ts . 

2.11 According to the Audit Report results of investigations con-
ducted for mineral exploration and the reserves established are 
embodied in the geological reports prepared by the Company on the 
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~c1osul'e' of the project Such reports are required to be submit~ 
to the Government of India in the case of the promotional projects 
and to the concerned exploiting agency'IState Government in the case 
of contractual projects. For delay in submissionlnon-submission of 
the report, the Compauy is liable to pay penalty as per the terms 
and conditions in the contract, besides a part of the total payment to 
He made to the ;Company is also withheld by the Government of 
Indialclient till the report is submitted. 

2.12 During the period from 1973-74 to 1982.a3, the Company, 
:co.mpleted 4.1 promotional and 133 contractual projects. Of these 
174 projects, geological reports were not required to be submitted 
by the Company in respect of 28 projects. Out of remaining, the 
Company submitted 18 final geological reports in time; in respect 
0121 projects, draft reports were submitted within the due dates-end 
s'Ubmi9Sion of final reports was delayed. There were delays of 1 to 
, rn.Oll.thsfor submission of 36 geological reports and of 6 months 
_and above in respect of 71 reports. Thus, there were delays in 
su.1:mrlssion of reports in respect of 61.5 per cent of the projects. M 
on 31st March. 1983, there were 12 reports pending with the Company 
for submission to their clients. 

- 2.ia When the Committee desired to know the reasons for delay 
il'1 submission of geological reports, MECL iriformed in a note sub-
mitted after evidence that the main reasons were the dela.y ia 
recei.pt of analytical reports from Central Fuel Research Institute! 

--other laboratories, certain changes in the priority accorded to the 
blocks by the clients, change/enlargement of specifications of the 
investigations at the instance of the clients, delay in vetting oW 
draft repot·ts, etc. Besides these, there were also certain inteiria,l 
pl"Oblems in the Company, particularly with regard to the availabi-
lity of the skilled manpower consequent t4 repatriation Of 17 Ofti-
CNS to GSI in 1976 and resignation of about 24 geological officers. 

~.l4 In this connection, the Director (Technical) of MECL stated 
in eVidence:-

"These reports were mostly delayed because of the coal ex-
ploration reports. We have a large number of cases 
where original proposals liad to undergo a substantial 
change. There were as many as 15 reports at the explo-
ration field where this sort of change in the quantum 
work took place. In case of 12 reports, the scope of W;ork 
had to undergo substantial changes. For example, cons. 
tructionof underground mine was subsequently chan~~ 
to open cast mine. In many cases, priority for explora-
tion was changed because of certain production priorities 
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of the coal companies. Aecording to the existing contract" 
, . within 4 months of the completion of the drilling; we 'al'e 

supposed to submit a geological report. Now .the quan-
tum of work which goes into the geological report in 

tenhs· of number of maps· and the ~ has substantially 
increased from 73 to 84. In the earlier days, each repm-t 
uSed to contain 28 maps but now it has 'increased ttl :'7.9 

,for mine planning. The text includes the, anneXw"ewitb' 
about 253 pages which has gone to 1026 :yag.es. Putting. all 
this information in a cogent, ~aimer tak~l? 'P;lmQSt~ 4 
months although the contract stipulates 'only. 4,.' montbs, 
period for such work. Besides this,. we have our own~ in-
ternal problem." " ... 

·2.15 Expl~irung the reasons for these delays, the Joint Secretary. 
Dttartment. ·of Mines stated in evidence: _.' ' . . ..: . 

~ .. 

. , . ..' .. , : J r ~ '.,' c-::.': 
"Af~rthey complete the field . wor~,. the ME~~~uP.mit: . ,a:; 

te,ntative report. That is exanUned by the .Cen~al Mip.e 
:Plannitlg & Design Institute. If they cannot agree they 
send it back and then there are discussions. . An this is 
iripudedwi.thi.n'the period of four month. ~.' . That is pro-- . 
vi'ed in the ,fohtract. In a way it was an ].lIleqqal .~0),1· 
tr~t betWeen these tWo organisations.' Now' MECL . has . 
sUjmlittedI a drilft contraetin· winch it· h~ said after the 
.~ of.·the final comments by the CM.PDI,the period 
will be counted aecause the preparation of the report is 
.a very laborwlKjob. It runs into seven to eig~t vo:umes.'· 

2.16 A-sked whether' the 'delay was also caused by shortage of. 
geoloii~ts,· the Secre'tf.ry, Department of Mines stat.ed in evi-
dmce:- . 

"MECL certainly feit~ shortage in the initial stages. Now they 
have recruited· their own geologists." 

2.17 The CODimittee desired to know whether the dela"s in 
su-.ussi.on .. of ~ repo~,fi.d Bot .re~ult in locking up .of fun'ds for 
MECL and a~~~y' a!fi'!Ct. th,e rpineral exploitation programme of 
the, clients" 'f!le. Company "sta~ 'in a note that ~delay in sub-
misSion·of ~e geologica,l. reports did result in bl(,ckiDg ·of 10 per 
cent of the value of wor~ 'wpich.wasreleased oqly. Ollsu\nnission 
of Ute flJlal ~gical repOl;ts. In ~es where.l'8l' ~xploration . 
programme' of ~ clienta~~n,cies ,were.IUtely to.ptliJ.tde4because 
of non-su~on of geolog!~al reports. ¥EeL 8".ie4·tIle, interJm 
r~rts. ~nterim notes and !iraft geolOfPcal r~l1s lo overcome thb. 
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2.18 When asked about the pending reports, the Co~y 111-
'formed in a 'note submitted after evidence that all the plogical 
reports, both in !!Oal and non-ooal investigations had been sub-

. mitted to the clients by 31:3.1984 and no reports were pending. 

2.19 On being enquired about the remedial measures envisaged, 
for timely submission of reports in futur!!, .. the Committee· were 
informed in a written reply by the Department -of Mine~ that such 
steps .included (i) ·development ofcompliter graphics for accurate 
and fast preparation of plates, (ii) enhancing data processing capa-
'city by computer, (iii) increasing the number of ·gevlogists in the 
company and offering them attractive salaries, (iv) introduction 
of modem drawing and reprographic facilities and providing addi-
tional manpower for Secretarial work and more intensive monitor-
ing of the report preparation work, both at Area and CHQ levels. 

(ii) Penalty imposed by CMPDI 

2.20 Mine.ral Exploration Corporation Ltd. entered into a con-
tract with erstwhile Coal Mines AuthOrity Ltd. (now Coal India 
;Ltd.) in March, 1975 for detailed exploration and Sllbmission of 
geological documentation complete with all data and plans for 
planning and designing of mines as per yearly schedule. The con-
tract contained provisions for bonus for early and penalty for de-
lay performance with reference to the dates stipulated in the sche-
dule. The Company did not submit the reports in scheduled time 
in respect of 49 projects/blocks. The Central Mine Plaru;ling and 
Design Institute (CMPDI) who looks after the exp~orati~ work on 
behalf of its sister Coal companies,jdeducted Rs. 22.09 lakhs 3S 

penalty from the bills raised by the Company for delayed submis-
sion of reports as per contracts. 

, 2.21 It was noticed by audit that while accepting the penalty of 
Rs. 7.73 lakhs as correct, the Chief Geologist had observed that the 
penalty ofRs. 13.24 lakhsimposed between .July 197~ and Novem-
ber, 1981 was not acceptable to. him. The Company,howpver, did no, take up the matter. with the CMPDI for along ti~. In Decea-
ber, 1983, the Ministry informed audit that MECL w~ in contact 
with CMPDI and it was proposed to settle the issue by discussions. 
It was further noticed that the remarks of the Chief Geologist haa 
not been obtained on the remaining· penalty of Rs. 1.12 lakhs. 

2.22 On enquiry about the setUeJ;nent arrived at with C}.fPDI 
with regard to penalty imposed for 'delayed submission. of Reports, 
the Committee were informed through a written nol;e that eMF!)! 
have agreed not to levy penalty of Rs. 2.49 lakhs il1 respect of 12 
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reports. As regards remarks of the Chief Geologist not beingob-
tained on the remaining penalty amounting to Rs. 1.12 lakhs, it was 
stated that the matter was exaniined by a Committee of Officers Qf 
MECL alongwith officers of CMPDI and the penalty was found to 
be correct as per terms of contract. 

(iii) Consumer reactions 

2.23 The Committee desired to know the number of geological re-
ports in respect of promotional ana contractual work submitted by 
MECL so far and the use to wHich these repOrts have been put to. 
They were informed by the Ministry in a written reply that the 
Company has submitted 36 Geological Reports on promotional pnr 
jects to Government upto March, 1984. Of these, the following 5 

tfeposits were either under exploitation or were being considered for 
expleitation:-

(i) Panchpatmali Bauxite Deposits, Orissa. 

(ii) Gandhamardhan Bauxite Deposit, Orissa. 

(iii) Mehi Dam Graphite Deposit, Rajasthan. 

(iv) Mallaram Copper Deposit, Andhra Pradesh. 

(v) Korukonde Bauxite Deposit, Andhra Pradesh. 

In addition, 111 reports on Contractual Projects--91 on coal and 
2.n on non-coal were also submitted. 

2.24 On enquiry as to how.many of these 147 reports have been 
uUlifed fur implementation of the projects by Government agencies 
or by Public Undertakings, the Secretary, Department of Mines 
:-;l3t.ect in evidence as follows:-

"Out of 147 reports, on 87 investment decision bas hlready been 
tak~n. On 50, the decision has not been taken." 

2.25 When' the Committee desired to know the reasons for making 
use of only 5 f geoIogicai reports out of 36 submitted by MECL for 
promotional ptojects, the witness stated:-

"A set of reports are kept on the shelf and as and when neces-
sary, Government takes an investment decision. I+ h"si-
cally depends on the economics of the project. That is 
how it is done." 

2.26 When asked whether there was any system· in the Company 
-t(l :\Scertain whether geological reports submitted by it have been 
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accepted by clients or whether any further processing is done OR 
these reports by the clients, the Ministry informed in a written reply 
that "MECL officers are in touch with the exploiting agencies. Pre-
viously there were no formal arrangements to obtain feed back from 
the exploiting agency. This deficiency has now been removed and 
the exploiting agencies are being formally requested for their com-
ments on the accuracy of the geological reports prepared by MECL". 

2.27 In respeonse to a query of the Audit Report in this regarq, 
the Company had stated in July, 1983:-

"The suggestion made by the Audit Board about the post pro-
ject coordination with the clients and association of our 
geologists at the stage of opening of deposits has been 
noted and will be implemented as this would provide feed 
back for increasing the confidence leve,l of the working of-
exploration. Such a system does not, as yet, exist in a 
formal way ...... " 

2.28 When the Committee desired to know whether the Oompany 
has since introduced such system of post project coordination, the 
Director (Technical) of MECL stated in evideilce:-

"After the decussion with the Audit Board sometime in May 
last year, 5 projects have been identified-three in coal 
area geographically and 2 in non-wal area- in Madhy.a 
Pradesh and Andhra Pradesh for the purpose of project 
investigation. In this process, we are finding out what 
exactly is the geological condition met with in the actual 
mine work and we are trying to compare it with the report 
which we submitted 5 or 6 years back. Based on that, we 
propose to take corrective measures and interpre!ation, if 
the earlier one is not correct... We' are taking another 5 
projects at random. We intend to continue this process 
from year to year. We have established all the necessary 
coordination with toe owners of the mines to get all the 
data that is needed. They have assured us full cooperation 
in this matter." ........ 

2.29 On enquiry as to why only 5- projects were selected, the 
witness stated~ _I I •. ,.,. -, 

"We have selected 5 projects because if you take all the pro-
jects, we win need a large number of geologists. That 
will make OUr operation uneconomical. That is really not 
necessary. If we take 5 projects at random, we wnl get 
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adequate data to improve the quality of work. So, we 
have taken that decision both· on technical and economic 
considerations. " 

D. Non-fixaticm of Norms 

2.30 The main activities of the Company as stated in Audit Report 
(1983), are' drilling, mining and geology works. To perform' these 
activities, the company deploys various machines such as drills. 
pumps, compressors and a large manpower to run these machines; 
transport vehicles are also maintained for transporting men, machines 
and materials. According to audit (June 1983), since the formation 
of the Company in 1972, it has not laid down norms of:-

, . 

. (i) Con,sumption of POL by various drills, other machines and 
vehicles; . .. 

(ii) Consumption of bits including diamond bits and other 
accessories ; 

(iii) Productivity of various types of drills and other machines 
operating in a given strata/mineral; , 

(iv) Man-power to be' deployed on various machines; 

(v) F,.stal)lishment of shifts at the project sites taking into ac-
account vagaries' of nature, location, etc.; 

(vi) Maximum permissible down-time and cost of maintenance 
(co,tTective as well as preventive) of various types of 
equipment; 

(vii) Levels of inventory in terms of cost and number of months 
consumption for different· items of stores and spares; . 

(viii) Sta~dard costs of operations. 

2.31 'The overall capacity of 'the Company to take up mineral ex-
ploration works and other ancillary jobs was also stated to have not 
been laid down. In the absence of these norms it had not been pos;ible 
to analyse the Perfonnance of the Company in a systematic' manner 
aDd 'varify whether the available reSourCes had beenutillsed to their 
optimum capacity and the CompanY's working .had been economical. 
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2.3a In regard to the non-~tion of norms for. such a long time, 

iRe Mmistry informed audit (November, 1983) asfollows:-

"MECL is a service organisatiQn as distinct from a processing 
unit. Its performance depends on the nature of. the 
mineral explored, the strata and the terrain where it has 
to operate and also on other geographical and environ-
mental variables ........ in view of the diversity in the 
nature of jobs performed in the process of exploratory 
mining/drilling, it was extremely difficult to arrive at 
standard norms against which the performance of all the 
projects could be judged."· 

2.33 The Company informed audit that during 1983-84 an attempt 
was made in this regard and project-wise productivity for drills had 
been laid down and norms of major inputs and manpower had also. 
been fixed. Asked to elaborate, the Director (Technical), MECL, , 
stated in evidence before the Committee:-

"For every project, we are fixing certain input ,and output 
norms. These norms are based on the individual projects 
by taking into sonsideration the terrain in which we are 
working, the depth of the 'barrows, the strata that we are 
working, all these things are taIren into account and cer-
tain norms are fixed project by project ...... , . In the last 
week, we had undertaken the exercise and it wo~d further 
improve in 1984.-85. Taking into account the input viS-a-
vis input for individual projects for the year as a whole, 
we have also fixed norms for individual projects at the 
productivity level and We are monitoring them intenSively. 
The idea is that we will have very strict control on inputs 
so that we make a reasonab~e progress and the produc-
tivity is increased. It would not be possible to fix single 
norm for the projects in view of the very wide variation 
from project to project." 

2.34 The Committee desired to be furnished with norms of pro-
ductivity, various inputs and manpower fixed in 1983-84 vis-a-vis the 
actuals during the last 3 years. From the information furnished by 



Ma
_ 
~
 t

or
 d

itf
er

ea
t p

ro
je

ct
s, 

th
e 

C
om

m
itt

ee
 h

av
e 

ob
R

rv
ed

 a
af

ol
lo

w
&

:-

l'r
0.

i<
'ct

 
A

.t
 ..

. 11
 

---
--

--
--

--
--

--
-

N
ll

rl
ll

 
I g

il
'"

 
·9

12
-8

3 
'9

11
,-8

. 

._
--

--
-

Na
rl

Q.
3d

~ 
S"

.g.
_r

 
T

ot
al

 cO
lI/

dr
ill

 m
on

th
 

3i1
OO

O 
~
3
 

sB
78

4 
36

09
9 

Pt
od

uc
ti

"i
ly

 
SO

 
S!!

 
37

"5
 

,6
'!>

! 
N

_c
hi

lo
 

_ 
T

ot
al

 C
O

II/
dr

lll
 lI

Io
nt

h 
fZ

72
00

 
'(!

W
49

 
22

61
, 

1l7
B8

!\ 

Pt
O

C!
<l

cli
vi

ly
 

75
 

!l
9'

40
 

2S
'0

7 
51

'9
7 

,G
or

ub
uh

&
n 

T
ot

al
 co

ol
/d

ril
l 1

II0
00

1b
 

tZ
65

00
 

N
o 

w
or

k 
95

97
6 

,,6
gB

 

Pr
od

uc
tiv

ilv
 

7~
 

91
'9

" 
St

'4
9 

~
 

.J'
ur

e 
Se

ar
 ..

 */
R

,m
p.

nj
 E

"t
 

-T
on

i c
O

II/
<!

ril
l 

m
O

lll
h 

32
50

0 
..

 sil
o 

40
3t

!l
 

44
32

7 

l'r
od

uc
ti"

ilY
 

12
5 

90
'91

1 
97

'7
5 

11
9' 

I!
 

&
.P

C
a,

 ....
 

T
ot

al
 C

:>
lI/

 d
ri

ll 
m

!ll
1l

b 
24

60
0 

-
7

°
 

29
08

s 
25

56
• 

Pr
od

uc
tiv

ity
 

.0
0 

S
I 

'5
0

'2
9 

9S
'4

4 
Si

al
gh

ot
i 

T
ot

al
 co

.t
/<
~"
i1
1 

m
on

lh
 

27
10

0 
18

5M
 

39
5M

 
36

0 5
7 

P.
-o

du
ct

h-
ity

 
'3

0 
92

'8
8 

12
0'S

O
 

1
0

2
'8

1
 

.. k
_

 
_0

 
.-

'.
 4

 
US

C!
 

.~
 • 

.. :
: •

. e
. 



2S 
2.35 Audit was informed by the Company that a· COmmittee aad 

been set up by Department of Mines to study iitUr-Glia, the qu~ 
of fixing norms of the crew of various types of equipment in different. 
public undertakings. The Committee desired to know when this 
Cominittee was set up and whether it had since submitted its report. 
~hey were informed by the Ministry in a written reply that t1Us 
Committee was set up in December, 1983 under the' Chairmanship 
of a senior offiCer of the PlanniDe CoJnJiu.sion and its report w~ 
ftPeCted to be· submitted shortly. i,.. 

E. UtiLisation of s~s 
2.36. The Committee were informed by audit that the Company , 

did Bot prepare any programme, at the level of the Corporate Office,. 
for the deployment of shifts on the basis of the number of drills" 
work-load and manpower at Project sites. In the a,bsence of such' 
a programme the Company was not in a position to exercise any 
control on the shifts established and on optimum utilisation of men, 
material and machines. 

2.37. The wllowing table shows the details of shifts available' 
and shifts in operation during 1980-81 to 1983-84:-

ShiCt5 indlc,.ted by 1M Comp' ny .• ' y iI blr fr r 
ore .... lion. 52807 67501 

Shieu "vall" bl .. on It .hifu "".i. per drill in 
oper' 'ion : nd 1I80 worJring d· ys in' "" r 
(DriUXIl X 280) 81760 84000 

Shirt. shown to h"ve been loot In I~' 1 .hjftj", a694 
B,lanco 78006 

Shl!'tl toot due to bre"kdnwn Sho·t, B" of POL 
Sbott'lfe of eeesBO"i", '·nd other re """'. 7318 

Nct.mrt. av.:il- blefot wot'a 70754 

Shiftnctlrllywork..d 41801 

Shuu not worked oz8g53 

9347 

70 688 

53739 

16949 

101#<' 

12675 

834H 
!)ozGglt 

30 746 

2.38. According to the Audit, the Management had neither inves-
tipted into the reasons for these heavy shift losses nor had it taken 
anY' coITective measures to arrest the shift losses. Even in the revieW 
.~ utilisation of drill shifts and shifts lost during, ],981-82, p,ut up to, 
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.t.~ Board· in. February, 1983, reuons for these excessive 'shiff iOilses 
had not been· analysed. . '.' . 

2.39. When the Committee desired to know the reasons for not 
investigating the heavy shift losses, the Director (Technical), MECL. 
stated in evidence:- .. . 

"There ~as a certain lapse on our part in middle 1982.. We 
took corrective action. i'..uditalso poin'ted· this out.: . In' 
addition to that there were certain deficiencies. We have 
been taking action even before it was brought to our notice 
and we have taken corrective action. Our Board is ~o 
looking into the shift losses teguI~rTy .. This is being given, 
in part on quarterly basis :in the Report.",'. . . - .. 

2.40. Al;ked to explain the s~eep .rise in the number of shifts lost 
from 8372 in 1982-83 to 12675·in 1983:84, the Company ·stated in .... 
note submitted after evidence that a decision' waS -takim :by . tire: 
Company that whenever a drill was shifted from a closed project 
to a new project, it would be subjected toa 'thorough . Qve1:haul 
before despatching to the new site so that it' couid' work' cOntinuous- . 
ly without failure. During 1983-84 a 'large number of .. drills were . 
stated to have been shifted from closed projects to new projects and 
as such the overhauling' of the drills before despatch took more time 
than in 1982-83, 

2.41. When pointed cut by Audit that the shifts indicated'by the 
C<JIDpany as available were considerably less ~n the shifts ava$l-
able on the basis of two shifts operation per drill and 280 worklng. 
days in a year, the Ministry explained to Audit (Novemaer, 1983) 
25 follows: _ ' l-

"The number of operational drills increases orily gradually 
during the year and reaches the maximum number on 
31st March. In other words, the arills shoWll w.ith· MECL .. 
on 31st March are not available throughout the year .. It 
may also be mentioned that new drills require some time 
for their initial deployment and ,to becolPe operational. 
There are also factors like shifting or drills from one place 
to another or operations in hazardous .areas. or.ma,inteQaIl~ 
jobs to be taken into account. In such situatl;on, the. Com-
pany counts only one shift as available. In certain areas"" 
like North-East India .local condition:;. do not permit . worP,.~ 
ing after sun set." 
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2.42. According to audit, even considering the Ministry's reply 
that the drills shown with MECL on 31st March were not available 
throughout the year, the shifts available on the basis of average 
number of drills in operation during the year worked out to 75600, 
82880 and 87360 respectively as against 52807, 67051 and 76502 sAifts 
indicated as available by. the Company during 1980-81, 1981-82 and 
1982--83. 

F. Works hOlts 

2.43. The MECL has a central workshopat Nagpur. In adclition. 
four field workshops at Godhur (Bihar), Parasia (near Nagpur), 
Raniganj (West Bengal) and Kolar G<>ld Fields (Andhra Pradesh) 
have been established to render ~istance to field units for repair' 
of vehicles, drilling and mining equipment etc. in areas where explo-
ration activities are concentrated. 

2.44. The Central workshop taken over from GSI at the tim. of 
the formation of the Company with machines and accessories valued 
at Rs. 2.44 lakbs is equipped with facilities for manufacturing T.e. 
Bits, drilling accessories, casing. spare parts, thniading of rods and 
fabricating hutments, drilling derricks, water tanks, vehicle bodies 
and racks and for undertaking reparis of drilling and minin~ equip-
ment and vehicles of the Company and salvaging diamonds trom 
used and worn out diamond bits. Four lathe machines valued at 
Rs. 5.32 lakhs were later added to it, one in 1976-77 and three in 
1982-83. 

2.45. According to audit, the Company liad neither laid down tht> 
installed capacity of the workshops nor had it fixed targets of variou. 
jobs to be undertaken by the workshops during a particular yea, 
Therefcre, it had not been possible to verify whether the fadlitiel 
available with the workshops had been utilised to their optimum 
capacity. 

2.46. When asked to state the reasons for not fixing the tar~tII 
vf various jos, the MECL stated in a note submitted alter evidence 
that workshops Iaad been established for meeting the requirements 
of operating divisions. The type of! equipments/spares manufactured 
Qr repairs carried out depended on the requirements of the field units 
engaged mainly on drilling and mining projects. However, certain 
month-wise targets for repairs and manufacture of spares were intro-
duced in the middle of 1983. An yearly programme with quarterly 
break up for the year 1984-85 had been also finalised. This annual 
targets. however. might need certain changes depending OD ttte 
needs of projects. 
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P!J'Oduc1.ion PerfOTfTU1AtCe of Work$hops 

2.47. A review conducted in audit of the production performance 
of the Central Workshop, Nagpur as well as field worksbop, Godhur 
(Dhanbad) in terms of the items of work done for the period from 
Aprll, 1977 to March, 1983 showed that the performance of the 
workshop had been registering a downward tqmd both in manufac-
ture as well as repair year after year, as compared to its performance 
in 1977-78 excepting in cases of threading of rods/casing. and adopt-. 

er couplings during the years 1978-79 to 1981-(12 and threading of 
rorlsjcasings and T.C. Bits during 1982-83. The Management attri-
buted (June 1983) the decline in performance to manpower cons-
traints. However, it has been observed that the manpower deployed 
on these two workshops had declined only by 5 men in 1978-79 as. 
compared to 1977-78. In other years it was substantially more than 
that in 1977-78. 

Utilisation of Manpower (idle hours) 

2.48. It has been pointed out by Audit that the Company did not 
make any analysis of man hours lost due to various reasons dUling 
1977-78 to 1981-82. A review of 3205 time cards of various shops for 
the period October 1981 to March 1982 by audit revealed that 57 per 
cent of total hours lost were due to (i) union activities (30 per cent); 
(ti) want of raw materials (10 per cent); ('!ti) want of work (8 per 
cent); and (iv) machine break-down (9 per cent). 

2.49. In this connection the Ministry informed in a writien reply 
that from 1983-84 onwards, a' regular analysis was being made of 
man-hours lost due to various reasons. 

Utilisation of Machines 

2.50. As regill"ds utilisation of machines in the Central Workshop, 

Nagpur, a review conducted by auan has revealed as follows:-
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2.51. The Committee enquired the reasons for heavy loss of ma-
chine hours year after year due to absence of operators and parti-
cularly the percentage of hours lost on this account having gone up 
from 13.25 per cent in 1981-82 to 28.35 per cent in 1983~. They 
were informed by the Ministry in a written note that this was main-
ly due to paucity of requisite operative staff. When field workshops 
were established during 1983-84 to provide better maintenance and 
repairs of equipment at project sites. some personnel of Nagpur 
workshop were also transferred to other Projects. Besides, vacancies 
which arose on account of retirement and promotion of machinists 

to the supervisory cadre were not fillea up immediately due to non-
finalisation of recruitment rules. The resulting shortage of opera-
tive staff led to loss of machine hours. The recruitment rules have 
now been finalised and the vacancies filled up, and this would im-
prove the utilisation of machine hours. 

2.52. According to audit, the information regarding anticipated 
time and cost and actual total cost incurred and time taken in com-
pleting the jobs was not filled in the job cards. Consequently, the 
actual cost of production, cost of labour ana machine how:s etc. and 
the actual cost of production of each item could not be ascertained 
When the Committee enquired about the latest position in the mat-
ter, the Ministry stated in a written reply:-

''The Company felt that since its workshop is a small service 
unit, detailed maintenance of jOb cards was perhaps not 
essential. However, the Company has now been advised 
to maintain job cards also." 

G. Manpower 

per drill and per shift for the last seven years:-
2.53. The following table shows manpower employed in MECL 
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2.54. The audit has pointed out that according t-o the nOrms of 
CMPDI one drill on an average was provided with 29 to 30 men for 
two shifts operations including the jobs connected with geology, 
watch and ward, repairs and maintenance, accounts, store adminis-
trative works, roads building etc. in the camp. Empl~t of man-

power per shift in MECL even excluding manpower employed on. 
jobs connected with geology, repairs and maintenance etc. was on 

the higher side as compared to CMPDI. The employment of excess 
"manpower by the MECL was also pointed out by the BPE in 1979. 
The MECL did not, however, fix any nonns for deployment of man-
power. 

2.55. The Board of Directors directed the Company as early as 
in January 1874 to carry out work study and determine the man-
power for each type of work and evolve an organisationiW chart by 
appointing consultants after inviting offers from National Producti-
vity Council and other agencies. But no agency was appoiIited for 
this purpose. 

2.56. When asked whether the non-comjiliance with the Board's 
directive was reported to the Board, the Company informed the 
Committee in a note furnished after evidence as fonoWs:-

" ... It is a fact that NPC was not engaged for these specific 
jobs. Records also do not reveal whether the non appoint-
ment of NPC was brought to board's notice but it is also 
a fact that in the very next meeting held on 21-6-1974 it 
was informed to the board that personnel wing of the 
Company was fonnulating scientific manpower planning 
programme alongwith evolving of a dynamic organisation 

chart ... " . There is nothing on record (Minutes of board 
meeting) to show that when the board was informed of 
this position whether it stressed that the jobs should be 
done by a consultant . 

..... " In the meeting held on 7th and 8th November, '75 man-
power requirements vis-a-vis the work load and the role 
of the company inter-alia proposing for creation of a post 

of Chief Project Manager alongwith organisatiol'l chart 
was put up to the board. The Board approved creation 
of the post of Chief Project Manager, the Manpower re-
quirements were also approved in general after discussion 
with the Heads of Divisions." 
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2.57. The note further stated that the question of engaging con-
sultants for organisational study etc. again came up in September, 
1981 and NPC alongwith other consultant were approached for the 
job and in mid January 1982 NPC gave a proposal which would have 
meant an expenditure of more than Rs. 2 lakhs and a waiting period 
of more than 6 months for completion of the study. It was manage-
ment·s decision that the job be done internally. 

2.58. The Committee have also observed from the Audit Report 
(1983) that in February, 1982 a committee of the departmental hel\ds 
including the FA&CAO was constituted to study and suggest chan-
ges necessary in the organisational structure. A Report on reorga-
nisation indicating three tier management structure was accordingly 
put up to the Board of Directors and approved by them in the meet-
ing held on 29th April, 1982. The Board appOinted a sub-committee 
for finalising the manpower requirements arising out of ;reorganisa-
tion. The sub-committee met on 12th May 1982 and gave certain 
broad guidelines and authorised the Managing Director to create 
posts as necessary arising out of reorganisation and keeping in view 
the guidelines indicated. The Managing Director keeping in view 
the deliberations of the sub-committee created 144 posts to take care 
ef the manp~wer requirements arising out of reorganisation. 

2.59. The F A&CAO is reported to have reservations on these pro-
posals and had observed that though 60 per cent to 70 per cent of 
the expenditure of the Company was on manpower yet demands for 
men were being raised. He felt that some sort of self control should 
be introduced by fixing percentage of manpower cost linked to 
breakevpn output. 

2.60. On enquiry about the action taken on the suggestion of the 
FA&CAO, the mCL stated in a note submitted to the Committee 
after evidence that the FA&CAO's suggestion was duly considered 
but was not found feasible and practical for the following main 
reasons:-

(i) A clear demarcation between the operating and service 
divisions in respect of overall responsibility and account-
ability was no~ possible. 

(ii) EVen if some break even point could be considered 
separately for each division and expenditure on man-
power allocated division-wise, the FA&CAO's suggestion 
to leave number of posts and cadres to the heads of divi-
sions within the limits prescribed would have led to un-
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healthy competition in regard to career development of 
personnel in difi'2rent divisions. 

(iii) The suggestions if implemented in the short run itself 
act against initiative to make profits since Heads of 
Divisions would have been put under pressure to pro-
mote and appoint people within the limits prescribed 
to them without any consideration on optimisation of 
Manpower. 

(iv) In the type of job being undertaken by the company 
Manpower requirement was linked with modernisation 
and new technologies and equipment introduced from time 
to time. The concept of break even point would have to 
be determined afresh every time there was a change 

in technology and equipment. This apart from being 
cumbersome would lead to industrial relations problems 
as Unions were hardly likely to agree straight away for 
reduction in Manpower in specific areas linked with 

modernisation of equipment and technology. 

2.61. It is further statecl in th~ note that the !jdvantage of hav-
ing a centralised control over Manpower linked with actual mini-
mum requirements is evident from the tabular statement given 
b&low where inspite of an increase every year in the number of 
men and Manpower cost, the percentage of Manpower expenses to 
to_l expenses have shown considerable downward trend from 1980-
81 t. 1983-84. 

,,.()o81 

'911-& . 

,glt-83 . 

1983-1!" . 

H. Productivity 

M,," 
Pawt'T 
Coot 

4117·75 

586·83 

685.33 

Eli ·97 

Total 
Cost 
with 
d.",.<-
dation 

1078 .01 

12!14·7° 

,600·60 

.008·60 

Total PerC<'1ltage cf Man· 
emt power expense.q. to 
without tOlal f"xpencitUIe 
doprc- -_. ----_._-
c'ation with without 

dt-p,e- dt-pre-
ciation % cifttior% 

86,·83 45·'5 51'·5~ 

1063.37 45·33 55·'9 

'337.32 42 •82 5 f "25 

17°3.3' 4°·7' 48 . 0 • 

1.82. According to Audit, the productivity per man in respect 
of drilling and mining during the y'!ar 1977-78 to 1983-114 was as 



follows:-

Year 

1977-78 , 

19;8-79 ' 

197y-8o , 

1980-81 

1981 -82 

1982-83 ' 

198~-R4 ' 

35 

Index' of P::rforruanoe 

Drilling mctre~ge 
per m'Ul 

42'9G8 

47'94 1 

35'659 

36 '009 

35' 339 

39'909 

4 1'126 

Mining JTtf"trragr 
per m'Ul 

6'191 

6'510 

5'238 

4'877 

5'336 

6'237 

6' 627 

2,63, The percentage of variations in the productivity of the 
employees in drilling and mining during 1979-80 to 1983-84 as com-
pared to 1978-79 have been as follows:-

1979,Ro 

19110-81 • 
19BI -R2 

19112-83 
r 

19B5-R4 

Variation in productivity 1978-7g--11a,e 
year 

Drilling Mining, 

,-) 25'62 (-) 19'54 

(-) 24'89 (-) 23'01 

(-)-' 26'29 (-) 18'03 

(-) /6'75 (-) 4'19 _ .¥, i ~ 

(-) '- .. ' 14'22 (+) /'80 

2,64, In this connection the Management stated in June 1983 as 
follows:-

"In an organisation like MECL, where productivity and out-
put per man month is controlled by a large number of 
factors, inciuding the diverse location of work spots, 
availability of work, depth ranges of bore-holes, nature 
of mining operations, strata being worked, product mix 
etc .. it is difficult to make a str&ight comparison of 
output per man month from year to year, For example, 
when a deep bore-hole is taken by a heavy capacity 
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drill in the deeper depth ranges, the output per man 
month decreases not only because there is a fall in pro-
ductivity at deeper levels, but also because for operat-
ing a heavy capacity drill more men are needed." 

2,65. The following table shows the details of number of drills 
available, number of drills in operation, their productivity etc.:-

Year 

19'1-,8 . 

1978-79 . 

1979.80 . 

I!i&-lll . 

19B1-ll •. 

IgB2-83 . 

IgBS.84 -

Dril,,; 
a,ailahle 

142 

154 

157 

16. 

174 

177 

199 

Drill; 
WId.,. 
break 
downl 
m!\jor 
r":p,,ir~1 
shifting 

22 

29 

40 

13 

27 

17 

18 

"repre.enn n'lmbr.r of drilh takr.n on hire from the cEent'. 

DJillsir. Producti-
operation vity y>r.r 

drill 
m'lnthin 
met"'" 

120 110 

125 130 

117+6" 10\ 

144+2" 88 

'47+3" 86 

160+2" IO:.! 

.8. "4 

2.66. As reported by Audit, the MECL did not fix any norms '. in 
respect of the deployment effiCiency or productivity to exercise 
control on the productivity and efficiepcy of drilling operations. 
The Company also did not lay down any norms for the time're-
quired for preventive maintenance and for the number of drills 
required as standby. When the Committee desired to know the 
system of preventive maintenance in the company and how con-
trol was exercised to minimise the idle time of- drills, the Ministry 
informed through a written note that preventive maintenance of 
drills was done at site once a week. The major overhaul schedules 
were drawn up drillwise depending on the strata and working condi-
tions of the projects where the drills were deployed, number of 
shifts worked, depth of holes drilled etc. The Company did not 
have II. system of maintajning standby drills. Depending on availa-
bility of assignments, as many drills as possible were deployed. 
Mmimising of idle time of drills was attempted through close moni-
toring of eaeh drill and its performance at project, area and CHQ 
levels_ 
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2.67 From the details of productivity of various types of drills 
reported by audit, it was noticed that the productivity of wireline 
drill, though in operation since 19"110. ranged from 90 to 117 metres 
per ,drill month during the period 1979-80 to 1982-83 as against 140 
metres indicated in the Sixth Five Year Plan. Asked to explain ·the 
lower achievement of productivity of wire line drills, the Committee 
were informed in a written reply that the parameter of 140m. for 
wic.eline drilling was indicated only for the year 1983-84, and not 
for the entire Sixth Five Year Plan. The actual productivity of 
wireline drills in 1983-84 was 124m. This was because of acute 
shortage of good quality wireljne drill rods in the country. Orders 
for iIDPorted rods had already been placed and the first consign-
ment of these drill rods had arrived, 

I nc:entitve Seheme 

2.68 With a view to increasing productivity per drill. the Com-
PlIJl.Y introduced an incentive payment scheme on an experimen-
tal basis with effect from Is, April, 1982. In terms of the scheme 
approved by the Board, the base line output in respect of all the pro-
jects covered under it was to correspond to the everage monthly 
pr9gcess achieved in 1978-79. In the· case of new projects, the 
b.ase lini output was to .be . t~e monthly output as ~ken in cost in-
PJ.l.t estimates. However, . while prescribjng base line output for 
the scheme, the Company took into consideration the . average pro-
ductivity achieved in previous three years correlated to any subst-
aI1tia1 change in the drilling conditions. The base line output was, 
however. revised further to the lower side side after negotiation 
with the trade unions. 

2.69 On enquil'y about the justification for lowering the base line 
oatput, tile Committee were informed by MECL in a note furnish-
ed after evidence that smce the incentive was introduced for ,the 
first time in 1982-83 and was based on certain past data. a need was 
felt to revise the base line productivity at a later stage in consul-
tation witR the representative of workmen. 

2.70 A review of the working of incentive scheme in respect of 
fiw pl'Gjeets for the last quarter of 1982-83 ir.dicated that the in-
CNaSe in output per drill month over the base line output ranged 
Ie per ceot and 87 per cent. The overall increase in production 
and productivity and saving to the Company as a result of intro-
duction of the scheme was however, not asseued. 
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2.71 On a query by the Committee in this regard, the Director 
(Technical) of MECL stated in evidence:-

"Briefly, we took the productivity for the year ending 1981-
82 and we fixed that as the base line productivity bey-
ond which alone certain incentive would be applicable 
if the productivity is at a higher level ·and we have no 
specific data to indicate how far it is successful. But 
our assessment is that the incentive scheme has played 
a definite role in improving the productivity. We have 
ah incentive scheme for 1983-84 and we are revising this 
scheme upwards fOr 1984-85 taking into account the per-
formJnce in the previous year." 

2.72 The Committee are disfresoJed to note dIat the oompaoy's 
achievement during the I-lfth Five Year Plan as 00IDJI8I'ld to die targeIII 
fiud·was for from salislactmy. It w~ only 32.87 per ceDt in core IIriIIiDI 
and 30.20 per cent in cxphll'lltory mining. Similarly, d1lriDc the first 1Om1 
years of the Sixth Five Year Plan the company could achieve 77 per CeDIl 
of tile I'lan targets in rl'SJlect ot drilling and 70 p,er cent in respect ~ 
mining. There Wl'~ also a sbortfllll in driIIiug and miDiDg programme eveQ 
with l-efll'l"eoce to targets fixed every year at the time Of formulation of 
budget estimate~. The adual achievement during 1980-84 against the 
targets fixed ranged from 70 per cent to 86 per cent in die ~ of drilling 
(except 1982-83 when it w~ 104 per cent) and S4 per cent to 94 per ceat 
in the case of mining. The Committee have also been informed t.bat the 
ti:m programme of explurntion work was not made available in advllllCe 
to MJ<:CL by GSI and (iovernment of IDeIia in the case of promotiooal 
projects and by the clients in the case of contractual Pl'9jects. As a 
result, things could not he planned propedy IIIId IIIBIIY en~ projects 
did not materialise. The Committee note from the evidence of die Secre-
tary, Department of Mines d1at HiDdmUn Zinc Ltd. hold lease fOl' tin 
deposits. As rt..ferred to earlier in this Report, a ded5ioo _ been takeD 
by the Department of Mines in 1979 that MECL would be permitted to 
undertake work in lease-hold areas of other agenCies. The Committee, 
therefore, recommend that the work of detailed exploration of tin 
deposits should be assigned to MECL and the project of MECL for 
this work should be sanctioned without delay. 

2.73 Now thot a (~ourdination CommiUee comistiDg 01 l'etJftIIieIIfIvee 
Of all concerned Departmellts _ been set up, die CommiUee exped that 
henceforth there would not be any delay in approval of promotiouI pro-
Jed.~ and work would be made available to MECL weD in advmce. 'DIey 
would also stress that the l\1iniMry should aIBo involve tbemII1eIves adively 
for securing to MECI. the (OIi~ctual work from dieDts. 
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2.74 As a result of the review conducted by audit of certain promo-
tionat and con~hml projects undertaken by MECL and Il1Iso on e~­
tion Of various I16pect~ of funrfioning of the Company, the Committee 
have formed an lInnU~kable im~on that there were 2 DUmber 01 
deficiencies in implementation of the projects. In the judgement 9f tbe 
Committee there was iuad:qnate project planning, inadequate project 
manY-gement and control reflected iu huge cost and time over-roDS, delays 
in closure of camps, low productivity per worker per mouth, low (\liNing 
per drill month, delal ill ~:Jbmission of geo~1 reports md idleness of 
equipment and man powcr to say the least. AdmittecSy, some of these 
deficiencies Clll) b2 attributed to· inadequacies in p1anning 8IId monitoring. 
resulting in consequeu!tial d~11I) s and cost e:!J!:3I~. 1be Commifllee 
w .. uld deal with some of these aspects in the succeeding parBlJrapbsl 
chapter. 

2.75 Results of iIn't'stil!ooons cooducted for mineral exploration and 
the resources established are embodied in geological reports prepared 
by MECL which are required to be submitted to the Government of 
Ind'a in the case of promotional projects and to the concerned ex-
ploiting agency in the case of contractual projects. The Committee are 
constrained to observe that there were inordinate delays in the sub-
mission of such geological reports. During the period from 1973-74 to 
1982-83, out of 174 projects, geological r~orts in respect of 28 proje('ts 
were not required to be subm'tted. In respect of the remaining pro-
jects .only in 18 cases geological reports were submitted in time by the 
company. Thus there were delays in submission of reports in respect 
of 61.5 per cent of the projet'ts. As a result of this, the MECL had to 
pay a penalty Clf about Rs. 20 lakhs of CMPDI alone in respect of 49 
projectsIblocks. Besides, the delay also resulted in blofking of 10' per 
cent of the value of work which was released only on subm'ssion of 
the final geological reports. 

2.76 Th<: Committee 8rc informed that accordillll: to the existing con-
tract MECL arc required to submit the final geological report within four 
months of the completion of the project. Since the quantum of work which 
~oes into the ~olo12ical report in terms of number of maps and text in-
dudiRl! Ilml1!xures etc. h3~ tremendously increased, it is practicany dlfficuN 
for MECL to snbmit the report within fhe stipulated time limit of four 
months. Th:o Committt'c fed that the contracts between MECL an" tbe 
clients should he made more ellu;l!Jble anoi realistic so as tD allow re-.wble! 
time for sllbmis<;;(>n of {'1'<lIOi!ic,1 repm1s by MECL. The Commi~tee 

hope that prioritil's would he laid down in futm"e a1ter C9reful con<idera.. 
tion so lI'i to 3void sllm~tJlI'!nt ('hl\Tl~es the·ein. .Cban!!,e/mlar2emen+ of 
specifications of investigations and ('bange in scope of work should also 
be avoided as far as p<lssillle ~ such cbangrs upset the p'an of work of 
MECL and result in delays in submision of geolo~ical reports. I\t the 
..all!(' time. the Conlmittc.~ ",'mld Ilk( to stres~ that MECI, on its plB1 
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should mlrke all out efforts to submit tile Reports well in time siDce ... 
df.Ilty resUlts not onl, in imposition of heavy penalties .... ~ 
blocking of funds but also affects adversely the exploitation pro-
gramme of the c1!ents. 

2.77 'lhe C68Imitfee are surpri8ed to IIIOfe ... unfiI reeewOy tile eo_ 
pany had no syst_ of post~pr8'jeet eoordination with the clients and 
BIIIIOciation of its geologists to assess the correctness or otherwise of 
the llllSe8SlDeDts Jllllde by it and to take corrective measures in the 
light of experience gaitted. It was only at the suggestion of a\1d~t 
tlIat the company has stuted such a system by selecting 5 projects 
ewry year at random. The introdudion 00' such system for all pro-
jeets ilt stated to be uneconomical as it would require a large number 
of geologists. However, the Committee are of tbe view that data in 
reaped of die aet.M min'ng could be obtained by HeEL from the 
cli_ts for cemparing it with that eORtaiaecl itt the ~aI' i'P.-

.--ts _bmitted by it withoUt associating MECL's own geolo-
gists at the clients! site. The CoJllm'ttee _Id also sacgt!llt that thi~ 
sys~m !Ihoohl be tried witb all the fI'I'8terts didI· ., beUIg _~ 
on f~ basis of the RepGl1s subndtted by MECL. Sedt eompatlld\'e 8tudy 
wlluld be highly II8L'fuI in tII~ COl"ftdift IIIl!amft8 lUI' the fIIture·aad 
illlJl':ovlng die (:tfi.cW~. of pt'lfenn8llce ef the C-.-y iR its e1lJl10nltely 
l$ks. 

2.78 The ('ommktee have been iDformed that during 1983-84, 811 
attempt was made to fix project-wise productivity for drills and also 
norms for major inputs and manpower. The Director (Technical) of 
MECL also stated' in his evidence before the Committee that "for 
every project, we are fixing certain input and output norms. These 
norms are based on the individual project by taking into considera-
tion the terrain, the depth of burrows and the strata that we are 
Working. We are monitoring them intensively." From the informa-
tion about norms of productivity, various inputs and manpower fur-
nished by the Ministry, the Committee have noted that in many 
projects the total cost per drill month has been higher while the 
productivity was lower during the last three years as compared to 
the norms prescribed in 1983-84. 

2.79 The ConHllittec an. consfraiDed to observt' flIRt e'ftII after JIIIIn!j 

than 12 years of its formation the Cempany has not able to lay down 
an~' nonn~ for COllSUJ1lption of POL/bits. ptoductivity of I'-:hines opentIng 
in a \linn mala/mineral, dcplolmentof _ power, esCaIJIishmmt of shifts" 
maximum and !lennissible down time and cost of llllliDle-.ce (COI'ftdhe 
as well liS prevenfi\'c), k'l'Cl~ of bn'entory aDd sbIncIard costs of Opention etc. 
The overnll capadty of lhe crunpany to take up the DnenI ~ 
work IlI\d ofher aiIciUw:y Jobs has ., not beeu. IIid cJowa. 'nIe COM-
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mittee wonder hew in the absence of such norms any effect,hre COIl-

trel_ the pNliudien cost, protits, optimum utilisation of man power, 
~ MId lI1IIferiai roIdd be exercised. Although it may DOt have 
been pOssible to fix single nOt"m.~ for aD die projects, the Committee feel 
th:lt with its long experience in exploration, the Company should IlOt haYe 
found clifliculfy ill e,dl"ing some nonos for purposes mentioned above 
at'least for illdividual p:ojects depending upon &be nature of! die mineral 
to be eAptcwed, the strata and the terrain where it bas to be explored. 
Tllerefore, in fhe opinion of the Committee, MECL should lIiDI ·at fixiBg 
norms of consumption, productivity, manpower and cost of operation 
ete. in respeet of each project before it is taken up for execution. 
This will enable evaluation of the actual performance and taking 
corrective action where necessary. 

2.80 The Committee find that the number of shifts lIS indicated by 
the Company being available during tile years 1980-81 to 1983-84 were 
respectively 52807, 67051, 76502 and 81614 only while on the basis of 
two shifts o~l1Ition per drift and 280 working days in a yea- it sJaould 
hlWe been 81760, 84000, 90720 and 101360 respemvely. Even COD-
sidering the Company's plea that the drills sbowB as available on 31st 
Marcb are not a"aiIa~e th·.'ougbout the year, the audit bas worked oat 
that tbe number (If sllifts oyailable 00 fIhe basis 01 average IIIIIIlIIer 0{ drills 
in operation during these ~'ears were considerably bigher dian the figures 
indicated by the company. The discrepancy in figures of audit and 
the Company needs to be resolved. The Committee would like to 
know the conect position. 

2.ln 1'~ Committee arc unhappy to note tbat tJte number of shi~ 
lust duc to h"eak-down, shortage of POL, shortage of accessories and lither 
reasons rose ftom 7JI.2 durinr, 19"0-81 to 12675 duEing 1983-84. Not 
only tit-at, tbe number of shifts aetuaRy worked by the Company was 
mllch lower tban cven the shifts available after taIdng UMo 1IGC0unt the 
shifts lost due to all these foctors. Thus, the percentage of shifts ac-
tually worked to net shifts available ranged from 60 to 76 during 
1980-81 to 1983-84. 

2.82 In thisCOIUlection, tlIe Committee have also observed that for 
coDllidel'llble peIIiod tile Man.ruent bad neither inveStigated the 1etlSODS 

for the bean shift losse5 1I0r harl it taken ~v corrective measures to arrest 
these lOSSes.' P,"cn in r("'iew of the utili~ 0( drill shifts IIIld shifts 106t 
during 1981-82 placed before the Board in February, 198."!, reasons for 
excessive shift losses bave not been analysedjhightighted. Representative 
of die Ccnnpany dn'.i~ his e\idence before the Committee also admitted 
that tbere was a certain bpse on their part in the yea- 1982 and they 
h:;d taken corrective a::tion and their Board was looking into shift 10sses 
regularly. The Committee deW!: that the reasons for such heavy shib 
Io~~s ~bouM be tooro!tghl~ iD\'estigated and Committee iDlormed of fbe 



results alld also (If tbe prcyentil'e measures taken in dial rep."CI. The 
Committee also dt:Sire that tbe figures of sbift losses, re80It Of -.lysis 
.( those I~es and the pre,'eutin measures taken should be suitably ia-
corporated in the Annual Report 0( the COlIII(JImy. 

2.83 The Committee note tbat the Company did DOt (II'I!tMft any pr0-
gramme I'f the' level of c~rporate office for the deployment of sbifb on 
the basis of Dumber of d:iIIs. workload and maDpOWCI' at project site. 
Keep;~ in "iew thp. need for increased production, the COIIIIIIittee desire 
that n detailed programme "ith regard to the deploymeuC of shifts should 
inm\"lIiaft>Jy be worked out by the Company which, in the opinion oC 
the Committee, would go a lang way not only in exercising control on 
the established shifts but also on the optimum ut!lisaDon of men, materiel 
a~ld machines, Tile Committef would like to be informed of the specific 
su·ps taken in this regard. 

2.84 The Committee regrct t6 note tIIat the Company has neither laid 
down the installed ~acity fur fhe wIJ:'kshop nor bas it fixed targets of 
vari01l5 jnbs to be undertaken during P. p!'I'ticuIar year by its Central Work-
shOp a NS'!llur lind fonr field "orkshops at Godhur (Bihar), PIll'llSia (neal' 
'&mlur). Ranit!3t1j (West Ilen!!al) rmd Kolar Gold Fields (ADdhra Pradesh) 
though 11 prdod of 12 yeurs has passed since the take-over/esbiblishment 
uf flrese workshop'S. The~e Illlll'l'!i have adversely affected fIhe production 
Jl"rformanc~ of fbese worksholls II'S could be seen from the declning per-
f'lrm, ... n"~ of fhe O-nlral Workshop, NBln'Ur and field workshop at Godhur 
after 1977-78, both in terms of manufacture as well as repairs. However 
fe-' t.hl' "1'8" 1984-85, a prOf!1'lImme of work is reported to have been 
finalised for these workshops. 

2,85 It h difficult to im~inc bow in the ab"ieDre of fixed installed 
~mJlldh or tal'l!Pts of 'Production/repairs. the Company was 8lIIICSSing the 
rc<IlIirclOent of f~i)itie~. qu:mfum of equipment/spares required and hi 
fnct d !·terminin~ the bud!!et /fjl1anc&o~ support for these work.mops or Jllllk-
in!! fI ~,·~temlltil' pr(l!!rarmme of work for them 1Ot'. these years. 
The ComnliHC\' would likl' to In- informed of the aduaI performmce <'f 
thc~l' work_h0(ls n~ 3~ltinst the projected programme for 1984-85. 'fhey 
,,,111 1I1so stress the inmlCdillte need for detenmnation of iJIItaIJed capacity 
s<, that the extent of utilisation of the wOf:-ksbop capacities could he properly 
assessed. 

Z.86 There a,,!,~ar~ to hOle been no system of ensu~ optiulllUlD 
ntili~ation (\f manpower and mochinery in the worksbop!i. Upto 1983-84, 
t,lte eOOlplln" did not make nny analysis of the man-hours lOst. The Com- . 
mittl't' view with l'onrem the increa~ in the perce~ of the idle madliae 
1101ll'!< to total available hOllrs from 15 in 1981-82 to 31 in 1983-84. 
The Jlel'Cent~e of machine-holln. lost 00 account of absence of operators 
also inc",II'ied from 13.25 Pfr cent to 28.35 per cent during this period. 
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The CoJJHDittee are also dis~sed to note that the C,mp8Dy did not make 
any analysis of the man-hours ~ during 1977-78 to 1981-8"2. A review 
of 3205 time cards of the various shops, conducted by" Audit, from 
October, 1981 to Morch J982 has revealed that 57 per cent of file total 
hours lost were due to union activities; wIlDt of raw material; waut Of 
work; and machine b:eak.down. The CommiUee would, therefore, urge 
that the mctors responsible for the steep increase in the idle hours should 
be aualysed and remedial lICtion taken to arrest the adverse trend. 

2.87 TM Committee also DOte that the infonoadoo with regard to 
the anticipated time and cost, ootuaI rota! cost incurred, and the time 
tlIken in completing the jobs W8S not filled in job canis. Consequently, 
the actual cost of production, cost of labour & IItIIIChiDe IIours etc., and 
adual cost of p10d\lction of ellch item could not be a'ICeItained. 'I'he 
Committee are also not satisfied with the reply of the Ministry that "the 
Company felt that ~illCe its l'I"orkshop is a small service unit, detailed 
maintcnHfKe of job cards was perhaps oot essential". 1be Committee 
cannot but emphasise the ur~eTlt need for proper lllllinfenance of job cards, 
as su~sted by Audit, as it would help the Company to compare the anti-
cipated time and cost with tbe actuals in respect Of each job. 

2.FS. The Committee note that the manpOWer employed In MECL 
increased from 2878 in 1980-81 to 3758 in 1983-84. Besides, manpower 
employed per drill in operation ranged from 20 to 28 during 1977-78 
to 1983-84 and per shift it was 25.13, 21.11, 26.48 and 26.03, respec-
tively during the years 1980-81 to 1983-84. Against this, as per the 
norms of CMPDI, one drill on an average was provided with 29 to 
30 men for two shifts operations including the jobs connected with 
geology, watc}J. and ward, repairs and maintenance, accounts, store, 
administrative works, road building etc. in the camp. Thus, employ-
ment of man power per shift in MECL even excluding manpower 
employed on jobs connected with geology, repairs and maintenance 
etc. was on the higher side compared to norms prescribed by CMPDI. 
The emplloyment of excess manpower by MECL was also pointed 
out by the BPE in 1979 and inspite of this the MECL did not fix 
any norms for deployment of manpower. 

2.89. The Committee regret to note that although the Board of 
Directors of MECL had directed the Company as early as in 1974 
to carry out work study and determine the manpOWer for each type 
of work and evolve an organisational chart by appointing consul-
tants after inviting offers from National Productivity Council and 
other agencies, no agency was appointed for this purpose. Not only 
that, this fact was also not specifically brought to the notice of the 
Board. It was only in early 1982 that the feasibility of eoppng 
NPC or IJOme other consu'ltant for the job was explored but it was 
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then decided to have the job done internally. A sub-Committee wu 
finally appointed by the Board In April, 1982 for ftnailsing the ~­
power requirements arising out of the reOrganisation of manage-
ment structure recommended by a Committee of departmental 
heads. The Committee feel that even this Sub-Committee does not 
appear to have studied in depth this matter as, after indicating some 
broad guidelines, it authorised the Manag-ing Director himself to 
create posts as considered necessary as a result of reorganisation. 
Accordingly, 144 posts were created by the Managing Director to 
which even the FA &CAO of the comp3ny had eX!l1'essed reserva-
tions and observed that though 60 to 70 per cent of the expenditure 
of tht- company was on manpower yet demands for men were being 
raised. He felt that some sort of self control should be introduced 
by fixing percentage of manpower cost linked to breakdown point. 
The Committee are not happy about the casual manner in which 
the important issue of determining' the manpower ef the company 
has been handled by the Company. 

2.90. The Committee feel that. the administrative Ministry has 
allo not exerted any Inftuence over the undertaking for entrusting 
the job of laying down nonns for deployment of manPower in vari-
ous projects of MECL in a scientific manner to an expert body like 
the National Productivity Councll rather than alloWIng the Manag-
ing llIrector to create posts as he ,liked. The Committee are also 
not sure whether the guideHnes laid by the Sub-Committee of MECL 
covered all aspects and were on scientific lines and whether the 
reorganisation effected by the Managing Director was in the best 
interests of the Company. They, therefore, urge the Ministry that 
work of reorganisation and deployment of manpower may be en-
trusted to an expert body without any delay after consultation with 
labour of MECL. 

2.91. The Committee are distressed. to note that the drilling 
metreage per man which was 47.94 during 1978-79 ranged from 35.34 
to 41.12 during the subsequent period between 1919-84. Similarly, 
the m'ning metreage per man which was 6.51 during 1978-79 ranged 
from 4.87 to 6.23 during 1979--83 though during 1983-84 it reached 
6.62 Thus the Company could not achieve the 1978-79 level of prO-
ductivity per man during any of the subsequent years except it. 
1983-84 and that too only iu respect of miuing. 

2.9~. In the opinion of the Committee there seems to be no system 
. In MECL to exercise control either on the deployment etBciency or 

productivity of drtUs. Nor any system of preventive maintenance 
to minimise the Idle time of drills is followed. As many drills as 
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p6ssibie are depioyed depending upon the availability. As a result 
the productivity per drill mQnth which was 130 metres in 1978-79 
ranged 6nly between 86 to 102 metres during 1979-80 to 1982-83 
th6Ugh the Company was able to achieve 114 metres per drill m6nth 
during 1983-84. The Committee need hardly emphasis that suitable 
norms in respect 6f depi6yment effteiency and productivity 6f drills 
as also schedule f6r their preventive maintenance sh6Uldbe 'fixed 
by the Company. The Committee find that the actual productivify 
of wireline drills was 124 metres/drill mQnth during 1983-84 against 
a p~rameter 6f 140 metres/drill m6nth fixed f6r that year. The 
sh6rtfall in productivity was mainly due to sh6rtage 6f g66d quality 
wireline drill rods. The C6mmittee feel that 11 timely action for 
procurement 6f wireline drill rods had bcen taken by the Com:?!I,ny! 
GQvernment, the loss in prQductivity Qf wireline drills eQuid have 
been aV6ided or reduced to some extent, The Committee need 
hardly emphasise that suitable measures sh6Uld be taken 6n priority 
basis to ensuJ:e adequate supply of wireline drills to meet the re-
quirements of the Company and to enable it to achieve the para-
meters fixed, without depending on imports. 

2.93. The C'ommittee are glad to note that mCL have introduced 
an incentive payment scheme on an experimental basis with effect 
from 1st April, 1982 to increase productivity per drill. While pres-
cribin,g' base line output f6r the scheme, the c6mpany t60k into 
conslderati6n the average productivity achieved in prevl6us three 
years r,Qrrelated to any substantial change in drilling cQnditiQns. 

What the Committee are unable to appreciate is that the base line 
6UtPUt was revised further to' the lower side without any valid justi-
ficati6n. The overall increase in pr6ducti6n and productivity and 
resuiting savings as Ii result 6f introduction of the scheme have not 
been assessed by the c6mpany. In the absence of any such assess-
mrnt, the efficacy 6f .the incentive scheme cann6t be judged, Atten-
tien in this connecti6n is invited to the 97th Ileport 01 the C6m-' 
mlttee 6n Public Undertakings presented to Parliament 6n 38 Aprii, 
1~' wherein the Committee have 6bserved that in many 6f the 
uddertakings which aiready have productivity linked incentive 
schemes, the incentive appears to' have degenerated intO' additional 
wage, having been iinked to production even 'bel6W the thresh6ld 
level. In order to ensure that this does n6t happen in MECL, the 
C6mmittee recommend that a proper assessment 6f the effect of the 
fnct"ntive scheme on productivity sh6uld be made and if found neces-
sary, it Should be made more scientific aDd resuit-oriented. 
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FINANCIAL MATTERS 

A, Working Results 
3,1 The working results of MECL for the years 1976-77 to 

1983-84 were as follows:-
---. -- ----------

Year 

1976-77 ' 

1977-78 , 

1978-79 ' 

1979-80 , 

1980-81 , 

1981-82 , 

1982-83 ' 

1983-8.t ' 

Profit (+) L~ .. (-) 
of the year 

(+1 108'27 

,+) 128'80 

(+) 221'57 

(-) 2'34 

(-) 262'32 

(-) 353.84 

H 0355'38 

(+) 72 '86 

Effect, on profit or 
loss, of Prior period 
adjustments, provi~ 
sions writiten back 
and other adjust-

menu 

(-) 3'15 

1-) 26'36 

(-) 36 '78 

(+) 7'46 

(+) 24'53 

(+) 108'82 

(-) 41'35 

(+) 517'73 

(Rs. in lakhs) 

Profit ( +) LQ" (- ) 
after adjui,tments 

(+) [Osol!2 

(+) 102'44 

(+) 18.~· 79 

(+) 5' 12 

(-) 237'79 

(-) 245'02 

(-) 396'73 

(+: 590'59 

3,2 The Committee desired to know the reasons for heavy losses 
incurred by the company during the years 1980-81 to 1982-83, They 
were informed in a note submitted by the Company that the bQ1k 
. of the drilling work of MECL was done for Coal India Ltd. through 
Central Mine Planning & Design Institute Ltd, (CMPDIL) on con-
tractual basis. Payments in 1982-83 were made at the rates fixed 
for 1979-80 which were very unremunerative even for 197~80 
itsf'lf. Efforts had been made for the last 4 years to get these rates 

. revised, The case was ultimately referred to the Cost Accounts 
Branch of the Ministry of Finance whose recommendations were 
received in February, 1983., These recommendations were given 
effect to during 1983-84 and therefore the Corporation's accounts 
showed losses during 1982-83 also, 
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3.3 Losses during 198~81, 1981-82 and 1982-83 were attributed 

to non-revision of coal exploration rates to the extent of Rs. 92 
lakhs, Rs. 151 lakhs and Rs. 298 lakhs, respectively. It was stated 
that the un-revised rates for promotional work in mining contri-
buted to loss of Rs. 41akhs, Rs. 141akhs and Rs. 9 lakhs during these 
three years. Interest to the tune of Rs. 4 lakhs and Rs. 45 lakhs 
was p,aid during 1981-82 and 1982-83. The amount of Rs. 42 lakhs in 
198~1, Rs. 76 lakhs in 1981-82 and Rs. 451akhs in 1982-83 was, how-
ever, largely due to less than the anticipated produ.ctivitY; in a 
number of projects. Since much of the operational expenditure was 
of a fixed nature the fall in productivity sharply added to loss. 

3.4 The contractural works are undertaken by MECL on behalf 
of Public Sel'tor Undertakings and other parties. The company pre-
pares the estimates for drilling, mining and geological work and 
adds to it a margin of profit. However, the final rates for such 
works are decided after negotiations with the contracting parties. 

3.5 According to audit, the loss on contractual drilling done on 
behalf of CMPDI, the main client of MECL, has varied between 
1.32 per cent and 35.42 per cent during 1977-78 to 1983-84 except 
during 1978-79 when there was a marginal profit of 1.22 per cent. 
Explaining the losses suffered by the Company on contractual work 
in spite of the rates being fixed on cost plus profit margin basis, the 
Ministry informed audit (November, 1983) as follows: 

"There have been some losses in the contractual drilling 
done by MECL for CMPDI, the payment rates were ori-
ginally settled by MECL with BCCL in 1973 and the 
Coal Mines Authority Ltd. in 1975. In 1978-79, at the In-
stance of CMPDI, the rates payable for coal drilling were 
refp.rred to BPE for arbitration as CMFDI was of the 
view that the rates fixed earlier were on the higher side. 
BPE recommended a rate of Rs. 377 per metre 
drilling in respect of CIL areas and Rs. 349 per metre in 
respect of BCCL areas effective from 1-4-1979 and valid 
for one year. The rates which should be paid for sub-
sequent years were referred to the Cost Accounts Branch 
of the Ministry of Finance. The Cost Accounts Branch 
recommended revised rates which have been accepted by 
CMPDI with some modifications. The rates recom-

mended by BPE in 1979 were in the nature of an award 
and were accepted by the company even though these 
rates were not remunerative." 



3.1i In February, 1983 the Cost Accounts Branch rf:!cQm~el;\ded 
. the rates of Rs. 492, ~. 533 and Rs. 608 respectively for 1980-8;L, 
1981-82 and 1982-83 both for CIL and BCCL areas. The rates re-
.commended included inter alia 15 per cen~ retl,lrn on capital em-
ploved. The rate of return on capital employed. was later red).lceq 
to 10 per cent by the Department of Coal. 

3.7 The Committee desired to know the re.asons for r~ferring the 
fixation of rates to' a third party in the case ofCMPDI inst~ad 01 
fixing it on tht basis of estimated cost plus profit margin subject to 
negotiations, as was done in the case of other clients. Tile Secreiary, 
Department of Mines stated in evidence: - . 

" ..... The rate should be negotiated between the client and 
the exploration agency. This is done across the Board. 
In the case of coal where negotiations failed we had to 
go to a third party.for the arbitration." 

:i.e On a query about the actual rate accepted by the CMPDI. 
the withness informed the Committee that these were Rs. 468, R~. 
508 and Rs. 579 r~spectively for the years 1980-81, 1981-82 and 
1982-83. 

3.9 During a meeting with the Audit Board, the .Secretary, De-
partment of Mines had stated .that the report of cost Accounts 
Branch which was accepted unanimously by the Secretary (Ex-
penditure), Secretary (Coal), Secretary (Mines) and Director Gene-
ral (BPE) should be implemented to ensure that the Company be-
came financially viable. The Committee enquired when this deci-
sion was taken and why in spite of this unanimous decision, the 
lower rate of 10 per cent was accepted by MECL. The Secretary. 
Department of Mines stated in evidence as follows:-

"This decision was arrived at on 23rd December, 1982 ... , " 
(but) CMPDI does not agree. We argued with them and 
ultimate1y we thought thatthere was no point in arguing 
........ Our bills would be :pending and the Company's 
condition would become precarious and there will be no 
fund for running the Company and therefore we had 
to accept that." 

3.10 Subsequently, the Department of lVIines ina note submitted 
to the Committee after evidence stated that when the CMPDI did 
not agree to the rates including profit margin of 15 percent tp,e 



matter was taken up by the Department of Mines with the pe-
partment of Coal. The decision to reduce the rate of return from 

15 per cent as recommer.ded by the Cost Accounts Branch to 10 per 
cent was arrived at a meeting attended by the Secretary, Depart-
ment of Mines, Secretary (Coal) and the Chairman-cum-Managing 
Director, Mineral E.xploration Corporation Ltd., to avoid further 
delay in the settlement of the issue. As compensation for reduction 
oi the rate 6f return from 15 per cent to 10 per cent, it was. agreed 
at that meeting that CMFDI would make an advance payment of 
10 per cent to MECL for the works taken up by the Company. 

3.11 In response to a query by the Committee, the Director 
(Technical). MECL stated in evidence that the Company expected an 
escalation of around 7 to 8 per cent between 1982-83 and 1983-84. 
The Committee desired to know whether a built-in mechanism 
could not be evolved whereby escalation was allowed automatically. 
The 'Ministry informed in a note submitted after evidence that the 

formula suggested by Cost Accounts Branch contained a built-in 
. proViSion for cost escalation. However, in this connection, the 
Director (Technical) MECL stated in evidence:-

"The es~alation clause by. itself can be agreed to. But the 
condition of increasing productivity every year by 10 or 15 
per cent is something which is very difficult to accept •..... 
This is not applied to any other contract. It has been 
once again referred t6 the Cost Accounts Branch." 

3.12 When confronted with this statement, the Secretary, Depart-
ment of Mines stated in evidence:-

"I think the Company should improve the productivity and 
reduced their cost .... The rates for 1983-84 is Rs. 627 as 
recommended by the cost Accounts Branch. The rate 
accepted by CMPDI is Rs. 598 and the cost of drilling by 

MECL is Rs. 685." 

3.13 The Committee find that unlike the contractual works, the 
Company had generally made profit on promotional work done on 
behalf of the Government of India. In promotional drilling (inclu-
ding Geology) MECL made profit during the years 1977-78 to 19!13-84 
ranging from 10.07 to 106.13 per cent of total cost. In promotional 
mining also the Company made profit from 1977-78 to 1980-81 

though losses were incurred during the next t}Iree years. 

3.14 The Committee have observed that the schedule of rates for 
proD?0tio¥lll work,s undertaken by MECL on behalf of Government 
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of India is prescribed by the Government. Till 31st December, 

1975, Geological Survey of India schedule of rates were adopted for 
promotional work. In September, 1975 the Government indicated 

to the Company that the GSI Schedule of rates was essentially meant 
for charging the outside parties for the work carried out by the 
Government agencies like GSI. The Company Was further advised 
to make an exercise to study the actual cost involved including 
the direct and indirect costs on the promotional work so that a suita-
ble criterion could be evolved which might form the basis of payment 
by the Government. 

3 .15 The cost data furnished by the Company to the Ministry in 
1976 for evolving a criterion for fixing rate for promotional work 
was found inadequate. Consequently, the GSI rates prevaling in 
1976 continued to form the basis for promotional rates for MECL 
with some escalations allowed by the Government in the cost of 
inputs etc. The Ministry had informed audit in November 1983 
that MECL had been asked to draw up adequate cost data so that 
rates for promotional work could be fixed suitably. 

3.16 The Committee desired to know the reasons for the delay in 
submission of adequate cost data. . The Director (Technical), 
MECL stated in evidence:-

"We submitted the proposals. They referred the matter 
to the Cost Accounts Branch which asked for detailed 

information on cost for the first 100 or 200 metres. This 
data was not available with us. We should have an 
army of accountants and other personnel in the projects 
to collect the data." 

3.17 The Committee then enquired whether the matter was taken 
up with the Government and if so, what was their reaction. The 
witness stated:-

"From 1980 onwards, we have been requesting the Ministry 
for revision of cost for the years 1980-81, 1981-82 and 
1982-83 ....... The Ministry wanted detailed information 

for every project. It was not possible for· us to frunish 
such information. We have informed the Ministry to 
this effect. The Ministry wanted detailed cost of every 
project which we are now maintaining ...... We have 
worked out a proposition in consultation with the Minis-
try. We submitted it to the Ministry. It has been exa-

. mined .... and they have agreed with our propositi·on. We 
are expecting an official communication from the Minis-
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try to us to that effect in time which should be nonnally 
valid for the next three years." 

3.18 In this connection the Secretary, Department of Mines, in-
fonned the Committee in evidence as follows:-

"These rates were decided by the Cost Accounts Branch as 
far back as 1976. In 1977-78 and 1978-79, the same rates 
have continued and MECL did not press for a revision. 
MECL asked for escalation after 1979 and it was given to 
them for the year 1980-81. After 1980-81, the rates were 
discussed again by Goverrunent with MECL and the rates 
have been finned up for 2 years from 1-4-1983." 

3.19 The Committee enquired whether any profit margin was 
included in the rates so fixed and whether the escalation of costs 
was taken into account. while fixing the rates for the second year. 
They were informed in a note submitted by the Department of 
Mines after evidence that the rates for promotional works had been 
worked out by providing for a p-cofit margin of 15 per cent on the 
capital employed except in the case of the geological work, taken up 
independently. In the case of such geological work, a profit 
margin of 10 per cent had been included. The schedule of 
charges for promotional work approved by Government for 1983-84 
and 1984-85 pro-vided for payment of escalation charges. 

B. InventOTy Control 
3.20 Mineral Exploration Corporation Ltd. has not drawn up 

any long term plan for the purchase of stores and equipment. The 
Company has also neither laid down any maintenance schedule nor 

has it done the condification and standardisation of stores. 

3.21 In June, 1983 the Company informed audit as follows:-

"In the peculiar circumstances attending to our organisation, 
the material planning and programming in the strict 

/ sense is not perhaps possible. The forecasting of require-
ments is difficult since firm indication for possible 
work for the year is not available at anyone 
time. However, efforts to have annual material plan-
ning and programming are underway and if OUr efforts 
to know our involvement in coal exploration work say 
for next five years bear fruit we will concentrate on 

material planning also.·The basic exercises on 
coding and standardisation have been carried out and 
await implementation." 



S2 
3.22 Asked to state the progress made in ~his reg~rd, the Com-

mittee were informed by the Ministry ifla written reply that th~ 
c;orporation has commenced annu81 material planning and pro-
gramming from the year 1984-85 and has initiated'" proCUrement 
action on the basis of this planning, codification and standardisation 
of stores was also being introduced in the corporation during the 
year 1984-85. . . 

3.23 ThE' Stores Manual of MECL requires fixation of maximum 
and minunum limits for all items in the stores in order to avoid 
unnecessary aCCUUlulation 'of stores. However, the Company did not 
fix the maximum and minimum levels of individual store itt'ms. It 
informed the .audit in June, 1983 as follows: - ' 

...... classic methods of fixation of minimum and mlilXUnwn 
limlts do not appear to be striCtly applicable to our type of working ............. maximum/minimum linlits are 
difficult to be prescribed in the first instance and if 
prescribed, difficult to be adhered to.;' 

3.24 According to audit ABC Analysis of inventories had not been 
done in the Company so far. The M~agement stated (December, 

] 982) that efforts were being made for making the analysis in this 
direction. The Company had also not prescribed any sys~ of 
reconciling the inventory at projects with the financial control 

accounts maintained at the Headquarters (November, 1983). The 
figures of stores & spares appearing as closing stock at the end of 
each year from 1978-79 to 1983-84 as recorded in the books of accounts 
and the figures as reported by the Projects as stock in hand at the 
end of each year based on their phYSical verification showeGl 
difference as noted below: - '. 

y .... r 

1~78-7!1 . 

1?79',80 . 

1,ao-81 . 

IgBl-f,gj. 

19b2-83~. 

J 983-84 (Prov.) 

Difkrence b<-t1l\..", 
'physical inventory 
and financialle<lger 
(Rs. in Iakh'l 

14-75 

5'04 

These discrepancies were written-off as conJ)un:tption at the en4 
of each year without any reconciliation_ . 



g:£.B }YM!1 ~It~~ to explain deficiencies in the inventory control 
gy~~S!!}: ~.~~ pi~~ctor (Tecilnical), MECL stated in evidence:-

',"[HI! !~~r~ment of ~aterials varies very considerably from 
year to year. 1 hey (ABC system of analysis and 

rilax~UlIl' and minimUm limits for stores) ar~ pot strictly: 
applicable. However, keeping in view the sort· of 

stOres w~ need on year to year basis, we have to fix up 
iJ1,ternal norms whiCh in po case is less than three months 
"sinc~ inost' ofihe projects are in far fhing areas. . So 
~his takes a lot of time. We 'take reasonably three 

months on this account. No work was affected for want 
. of· materials.·· . B~t· in no case more than six months' 
period has been taken. So, we have done it in a more 
pr~cise mann~r in ·1984-85· estimate· based on the valious 
projects that we hav~ to umiertake, the quantum of work 
we 'have to do, pro,curement action arid the delivery have 

been' ~ sch~uled that we need not rulve to bother about 
the 'posiiio~ of stores. O!).e of the steps we undertOOk in 
tlie previous year was that we had brought 'down 
the 'number of inventories by about"35 to 40 iakhs. 
But' ~hat we feel is that a situation should not 'arise 
wh~~ it will seriously affect the work for either want of 

mateJ!i.al or excess availability of inventories. We also 
. carried exces~ inventories in· the last o'ne year- and ,. we 
hav~ been able to bring down the inventory by about 30 
lakh~ ~n the year 1984-85 and hi'the internal product we 
are bdnging it dowll by another 15 to 20 lakb.s, if 
possibie.' ' ' . , , 

3.26 The Committee have been informed by Audit that the 
Company had surplus stores and· spares of the value of Ri;. ~.26 
iakhs' and non-moVing/slow moving capital stock items of -the 
value of Rs. 37.30lakhs as on 31st March,i982. When the C~~­
mittee desired to k~ow the action taken by the Company to di'spos~ 
of the surplus and ,~i,ow moving· ite~, they 'ie,re inforI~ed by' ih~ 
pepartment of Min~.s in a written reply tha!: ~ large nUIljlper o~ 
~ese items had 1;leen i~erited from GSI, an~ .~ere of ,<?i?~ol~te 
type. As these iteOlS could not be put to a1ter~tive use, tenders 
had been invited for their disposal. As on 31.3.1964, the value of 
slow moving capital items had been reduced from Rs. 37.30 lakhs 
to Rs. 15.39 lakhs. 

3.27 In this connection. the Director (Technical) of the Company 
informed the Committee in evidence as follows:-

·"Rs. 12.2& lakhs refers to those imported items which were 
imported from Russia in 1976-77. Some of those items 
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could not be readily used. We have .fnade·some:ftJ."difi-
cations and we have been able to consume bulk· ott·tbeiif. 
We have since checked up and none of the imported 
items are unused" .... ' 

C. Costing and Management Information Systems 

3.2& According to audit during 1975-76 the Company introduced a 
system of costing under which cost data was prescribed to be 
furnished monthly by each project to Headquarters. The cost 

centres in case of drilling mining and geology were the activity; 
in case of workshop, each job was the cost centre. However, the 

system did not provide for classification of the costs into fixed 
costs and variablo costs, ascertainment of idle time for labour and 
machinery, comparison of the actual cost with the estimated cost 
and analysis of the variations. Fixation of Standard costs keeping 
in view the mineral strata, depth of borehole etc. was also not 
considered. Further, the headquarters expenses were to be 

apportioned on the basis of financial expenditure incurred on a 
project and not on the basis of physical performance of the project. 

A review of the costing records also revealed that the cost state-
ments were not reconciled with the financial accounts till 1978-79. 
Further, cost sheets were neither received regularly nor were these 
received in time from the projects and workshops. Estimated 
cost were adopted for compiling the annual cost> in such cases 
where monthly cost sheets were not prepared. There was also no 
system of putting up the cost statements to the Management/Board. 

3.29 In the workshops no standard costs were prescribed though 
the workshops were m~ufacturing limited number of accessories 
and fabricating items like vehicle bodies, water tanks etc. No 
analysis of idle man-power and machinery hours was made. Though 
the cost of manufacturing the same items differed widely, yet no 
analysis was made to find out reasons therefor. The overheads 
were' charged at 130 per cent of the labour cost without any regard 
to actual production either in physical qUaA.tities or financial cost 
thereOf. The Company introduced a modified costing system on 
1st April. 1982. But even the modified system did not provide for 
classification of 'the costs into fixed and variable costs and fixing of 
standard costs. ~ 

1 

3.30 The Company introduced a comprehensive management 
information Ilystem comprising of internal management information 
as also the outgoing reports to the Ministry only in October 1982-

Majority of ~e reports presctibed prior to this date were to the 
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nature of progress reports indicating the state of work in the units 
and did not supply information needed by the Management for eff-
ective control on costs and functions of the Company. These report!' 
were also not received regularly. 

3.31 The Committee desired to know whether the absence of an 
effective system of costing and a comprehensive management sys-
tem in the Company were not responsible for poor performance of 
the Company. The Director (Technical), MECL stated in evidence: 

"Certain drawbacks were there. Even before the C.&A.G. 
pointed them out, we realised the mistakes and we star-

ted taking our own corrective action. We took adminis-
trative action. Management system did exist. Perhaps 

we did not make full use of it after having collected the 
information. That may be a charge against us. Perhaps 
it would be correct. It is not really correct to say that 
the management information did not exist. We now 
make full use of the management informa~on and we 
have also taken some corrective action already." 

3.32. In this connection, the Department of Mines informed in a 
note submitted to the Committee after evidence as follows:-

"Absence of effective system of costing and comprehensive 
Management Information System (MIS) were factors 

leading to below average performance of the Company. 
It so happened that the revision of Ministry's MIS coin-

cided with organisational changes in the Company! both 
of which took place in June, 1982 and thus a' comprehen-
sive MIS, meeting the internal as well as external require-
ments was evolved. Lack of communicatioh facilities 
with the projects and within the projects also was res-
ponsible to a large extent for non-availability of Manage-
ment information on time. 

The lacunae noticed in the costing system introduced by the 
Company in 1975-76 are gradually being eliminated by 
strengthening costing and internal audit system. 

The Department will take such steps as are necessary for 
improving these systems. Recently, during 'luarterly per-
formance review meetings some additional information ,on 
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production data has been included in the MTS for the 
\~ompany.·' 

3.33 When' the Committee desired io know the steps being tak~n 
to introduce classification of the costs into fixed and variable costs, 

the Secretary, Department of Mines stated in evidence:-

"I had a long discussion with the Company Management. I 
~o not agree with them that because of the variation of 
the nonns for each project and for each job there is no 
alternative to historic~.l cC',;t. I said that classification of 
the costing "into Exed and variable costs should be pos-
sible ... and We will ensure that they introduce this." 

D. Outstandings 

3.34 The total outstanding dues to MF;CL as on 31.3.1984 were 
Rs. 601.39 lakhs". Details of Party-wise dues outstanding are given 
in Appendix I. An amount of Rs. 74.06 lakhs was outstanding for 
more than three years. When the Committee desired to know the 
party-wise l;lreak-up of this amount the Company furnished the 
following iriformation in a note submitted after evidence:-

j ------------ --- -- ---
SI. 
l'!o. 

Name ofParty 

, Cmlrsl Mi~ Planning & ne.i~ Imtitute. 

• Rinnu,tan Zine Lim'.tcd. . 

3 Hiodu.tan Copper Limited, 

4 Brahmaputra Flood Control Corp·oration. 

5 Manganese Or.- (India)l.tn. 

6 S'nl(nreni CollIeries Compary Ltd. 

7 Govern~1 oflndia. 

8 Olher M(scellanenu. parli .... 

Am~lInt outstanding 
(R.. in. Iakh'l 

39'00 

5'95 

2'97 

1"2 

12·00 

2'50 

3.35 On the question of charging interest on the outstandings, 
the company has stated that its contracts were generally with public 
undertakings who did not agree to the charging of interest on 
outstanding claims. 

• At the time of factual veriftcation. Audit have pointed out that this 
figure does not include Rs. 126.85 lakhs due from Government of India. 
Thus the total outstanding dues to MECL as on 31-3-1984 were Rs. 728.24 
lakhs. 
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3.36 The Committee .. enquired about the steps taken by the Com-

pany for early realisation of its debts. l:hey were informed in 
a note by the Department of Mines that the Commercial Division of 
the Company has now been made fully responsible for realisation 
of debts. An officer of the Finance Division would be posted to 
the Commercial Division, and would maintain a record of all the 
bills raised by MECL, the realisation of dues and the details of 
outstanding debts. In cases where there was no response from 
the client, the help of ihe Ministry would be sought immediately. 
While executing contracts with the clients, attempts would be made 
to insert a clause for payment of interest on delayed payments 
beyond one month of the submission of the bills. 

3.37 In this connection, the Secretary, Department of l'vnnes stated 
in evidenee that out of Rs. 6.01 crores· almost Rs. 5 cron;s had heen 
cleared due to Ministry's intervention. However, the outstandings 
again got built up towards the last quarter of the financial year. 
When the Committee suggested adoption of a progressive billing 
system instead of billing after the completion of the w~rk they were 
informed by the witness that such system was in vogue now. On 
the question of incorporating interest-clause in the agreement, the 
witness stated:-

"We will keep this iri mind .... the point about adding interest 
on non-payment of Bills. We have already written to 
these companies. We will again write. I will myself 
write to the Chief Executives of these cORlpanies. Se-
condly, we are going to revise the cOntractual term to 
make sure that interest is paid for non-payment or delay 
of bills. These two steps, we shall certainly take." 

Work-in-Progress-Work done but not billed 
3.38 The total amount in respect of work-in-progress-work done 

but not billed by the corporation for the years 1977-78 to 1983-84 is 
given below:-

Yf'ar 

1977-,8 . 
1978'79 . 
1979-80 . 
1'11\0-81 . 
1981.82 . 
198.-111 . 
198~-II1 . 

(R.r. i. lakhs) 

IIG'on 
Jr'IQ'R7 
228·81 
236'1~ 
"II' nil 
':!<;J')'6R 
<.6?·I!) --_. _ .... _---- ----- ---, .. __ ." -----_._--

• At the time of factual verification. Audit. have pointed· out that this 
figure does not include Rs. 126.85 lakhs due from Government of India. 
Thus the total outstanding dues to MECL as on 31-3-1984 were Rs. 728.24 
lakhs. 
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The work in progress-work done but not billed-()f the Company 

is increasing year after year and the amount involved on this 
account stood at Rs. 567.19 lakhs as on 31.3.1984 as compared to 
Rs. 86.60 lakhs as On 31.3.1978. 

3.39 Asked to state the reasons for a large amount being involved 
in work-in-progress, the Director (Technical) lVIECL, informed in 
evidence:-

"We carry out a large amount of work in diamond e>,"ploration 
along with GSI. From time to time additional work is 
also awarded, but the nature of deposits and how good 
the deposits are not known. We undertake such work; 
pending the approval of the Government. If we wait 

for the sanction, our units will be idle, but we know that 
the payments would be made. We carry out this work 
in anticipation of the fonnal approval. Pending appro-
val, the Finance does not release the money .... This 

problem will be resolved as and when the new Coordina-
tion Committee which was setup at the Government 
level would function. Financial sanction, etc. will be 
done simultaneously and this sort of situation would not 
come in the future." 

3.40 Subsequently, in a note submitted to the Committee after 
evidence, the Committee were informed by Hie Company that 

according to the conlract with CMPDI, only 90 per cent of the 
value of wor\t done was paid monthly while balance 10 per cent 
was paid only after submission of Geological Reports. This balance 
amount of 10 per cent was billed only after submission of Geologi-
cal Report3. Work of report preparation could be started only 
after completion of drilling work and completed within four to 
eight months depending on the volume of work involved for each 
project. Hence the amount of work done but not billed went on 
accumulating until reports were submitted. In addition there was 
a retrospective revision of rates from 198~81 and hence the value 
of balance 10 per cent also increased correspondingly. The value 
of work done for CMPDI which could not thus be billed amounted 
to Rs. 177.05 lakhs on 31.3.1984. 

3.41 Other main reasons for the large amount of work-in-progress 
were stat£'d to be delay in sanction for excess amount of work done 
than that originally sanctioned (Rs. 122.68 Iaklis) , escalation bills 
raised subsequently due to rise in cost index etc. The reconstituted 
Coordination Committee has, however, decided that bills for pro-
motional work should be paid if work exceeds up to 20 per cent of 

, original sanction. 
1 
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3.42 According to audit, in respect of contractual works a swn 

-of Rs. 29.14 lakhs from Bharat Coking Coal Ltd. and Rs. 69.in lakhs 
from CMPDI was lying under 'work done but not billed' as on 
31. 3.1982. The Ministry had asked the company at the performance 

review meeting held in August, 1981 to improve the billing system. 

3.43 When the Committee desired to know the remedial steps 
taken in this direction, the Secretary, Department of Mines stated 
in evidence as follows:-

"They withhold 10 per cent of the payment and go on asking 
various questions, the result is that the payment is 

delayed and it starts accummulating. What MECL is 
trying to say is that the terms of bills should be changed; 
they should be allowed to provide a bank guarantee for 
10 per cent and the whole amount of the bill should be 
paid. They have not agreed as yet, it is under nego-
tiation. " 

3.44 The Committee regret to note that the profitabUity of MECL 
showed a sharp decline after 1978-79. During 1978-79, the Company 
earned a profit of Rs. 184.'79 lakhs which dropped to Rs. 5.12 Iakhs 
the very next yeat. From 1980-81 to 1982-83, the Company incur-
red a loss of Rs. 23'7.'79 lakhs, Rs. 245.02 lakhs and Rs. 396.73 lakhs, 
respectively. But in 1983-84 the MECL made a prOfit of Rs. 590.59 
lakhs mainly on account of payments received from CMPDI as a 
result of revision of rates for contractual works from 1980-81 
onwards. 

3.45 The Committee are informed that one of the reasons for 
losses during 1980-81 to 1982-83 was the loss on contractual drilling 
done on behalf of CMPDI, the main client of MECL, which varied 
between 1.32 per cent to 35.42 per cent during 1977-78 to 19~84 
(except during 1978-'79 when there was a marginal profit of 1.22 per 
cent). The loss suft'ered was stated to be due to the unremunera-
tive rates paid by CMPDI. Payments in 1982-83 were made a.t the 
rates fixed for 1979-80 which were unremunerative even for 1979-80. 
The payment ratps for coal drllIings were origiRal.ly settled by 
MECI. with BCGL in 1973 and the Coal Mines Authority Ltd. in 
1975 (now Coal India Ltd. on whose behalf CMPDI looks after the 
eoa' exploration work). But in 1978-79, at the Instance of CMPDI, 
the question of fixatioa of rates was referred to BPE who recom-
mended a rate of Rs. 3'7'7 per metre drilUng in respect of CIL areas 
and Rs. 349 per metre in respect of BCGL areas. As the rates re-
commended were in the nature of award they were accepted by 
MECL despite their being unremunerative. 
1048 LS-5 
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3.46 In February, 1983, the Cost Accounts Branch gf the Minis--

try of Finance, to whom the matter was referred for fixation of 
rates for subsequent years recommended rates of as. 492, as. 533 and 
&S. 608 for the years 1980-81, 1981-82 and 1982..83, respectively, both 
for CIL and BCCL areas. These rates included inter alia 15 per 
cent return on capital employed. Even though the Report of Cost 
Accounts Branch was accepted unanimouslY by the Secretary (Ex-
penditure), Secretary (Coal), Secretary (Mines) and Director Gene-
ral (BPE), the rate of returll on capital-employed was later reduced 

to 10 per cent by the Department of Coal as CMPDI did not agree to 
15 per cent return. Thus against the rates of as. 492, Rs. 533 and 
Rs. 608 recommended by the Cost Accounts Branch for 1980-81. 
1981-82 and 1982-83, respectively, both for CIL and BCCL areas, the 
rates actually agreed to be paid were Rs. 468, as. 508 and Rs. 579 
respectively for these years. Obviously, the lower rates contribut-
ed to a great extent to the company's losses as the MECL is stated to 
have received payn\ents on the basis of 10 per cent return on capital 
f',r the years 1980-81 to 1982-83. With a view to enabling the MECL 
to be run on commercia~ lines, the Committee recommend that the 
matter with regard to tte increase in the rate of return on the capital 
should be taken up by the Department of Mines at the highest level 
so a~ to secure for MECL a remunerative rate of return. The Com-
mittee desire that a remunerative rate of return on cap:tal employetl 
should be fixed once for all and the Department of Coal should be 
in a position to prevail upon CMPDI to agree to that rate of return. 

3.47 Admittedly. apart from lower rate of return, there was less 
than anticipated productivity in a number of projects which obvi-
ou!9ly increased costs and added to losses. Thus, for 1983-84, while 
the rate recommended by the Cost Accounts Branch was Rs. 627, 
the cost of drilling by MECL was Rs. 685. The ftnaUsation of rates 
for 1983-84 Is stated to have again been referred to the Cost Accounts 
Branch. As already emphasised by the Committee elsewhere in this 
Report the productivity of the corporation needs to be improved 
substantially; The Committee expect that the Company will make 
all-out efforts in ih~ direction. 

Further, it may be desirable to finalise the rate of return before-
the close of the financial year so that final accounts of the Company 
are ready in time for being laid on the Table of the House as re-
quired under the Companies Act. 

3.48. The Committee find that the rates for promotional work 
done by MECL on behalf of Government of India were not fixed 
on any scientific basis_ Till 1975, GSI schedUle of rates were adopted 
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for promotional work: In September, 1975, Government advised 
the Company to make an exercise to study the actual cost involved 
including the direct and indirect costs on the promotional work 
so that a suitable criterion could be evolved which might fOf111 the 
basis of payment by the Government. The cost data furnished by 

the Company in 1976 was found inadequate and the GSI rates pre-
vailing in 1976 continued to form the basis for promotional rates 
lor MECL with some escalations allowed by the Government in the 
cost of inputs etc. The Committee have been informed that MECL 
was asked by the Ministry to draw up a detailed cost data for every 
project so that rates for promotionall works could be fixed suitably. 
The Company has, however, stated that it was not possible to furnish 
such information as it would involve engagement of a large number 
of accountants and other personnel in projects for collecting the 
required data. The MECL is stated to have worked out a proposal 
which tas been agreed to by the Ministry and on the bas!s (If which 
the ratl'S have been firmed up for two years i.e. for 1983-84 and 
1984-85. The Committee are greatly exercised over this avoidable 
delay for the settlement of remunerative rates for undertaking pro-
motional work of the Government by MECL. The Committee desire 
that such delays should be avoided in future. 

3.49. The Committee also urge upon the Government to evolve a 
scientific and foolproof formula for fixing rates for promotional 
work done by the Company. For this purpose, it may be necessary 

for the Company to maintain certain data contemporaneously with 
execution of work, rather than collecting it at a later date. The 
Government may impress upon the Company the desirability of 
evolving suitable procedures. 

3.50. The Committee note that though MECL has introduced 
annual material planning and programming as well as codification 
and standardisation of stores from the year 1984-85, there are stiU 
serious deficiencies in the inventory control system. Even though 
the store manual of MECL requires fixation of minimum and maxi-
mum limits for all items in the stores to avoid unnecessary accumu-
lation, the Company has not fixed maximum and minimum limits 
of individual store items. ABC analysis of the inventories has also 
not been done by the Company so far. The discrepancies between 
the figures of stores and spares appearing as closing stock at the 
end of each year as recorded in the books of accounts and the figures 
as reported by the projects as stock in hand at the end of tlre year 
b.lsed on pbyslcaI verification, are written off as consumption at the 
end of each year without any reconciliation. Such discrepancies 
varied between Rs. 2.62 lakhs In 1978-79 to Rs. 28.06 lath sin 1983-84. 



3.51. During evidence, the Director (Technicllll) of MECL con-
tended that requirement of material varied very considerably from 
year to year. The ABC system of analysis and minimum and maxi-
mum limits for stores are not strictly apP'licable. He also stated that 
keeping In view the sort of stores needed on year to year basis they 
have to fix up internal norms which in no case were less than 3 
months' stock. The Committee feel truu it should be possible for 
the Company to fix some broad norms for all items of stores to 
ensure that neither the work is adverselly affected for want of 
material nor there is excess of inventories. The Committee are sur-
prised to note that the discrepancies In figures of stores and spares 
as recorded in books of accounts and the figures reported by projects 
after physical verification are written off as consumption at the end 
01 each year without reconciliation. This is highly objectionable 
from all cannons of accounting and Is an open invitation for mal-
practices by persons handling the stores and equipment. The Com-
mittee, therefore, recommend that MEGt. should Introduee a work-
able system of reconciling the inventory at projects with the books 
of accounts maintained at the headquarter and internal tcst audit 
anf! ensure that both are worked scmplously and effectlvelly. 

3.52. ,ls regards desirability of intrQduclng ABC Analysis for 
inventory control In public undertakings, the Committee would like 
to draw attention of the Company/Ministry to their 40th Report 
(3rd Lok Sabha) on Materials Management in Publlc Undertakings 
wherein it was emphasised that by this system of inventory control, 
it was possible to achieve twin objectives, namely to minimise the 
risk of stockouts and to reduce blocking of funds in Inventories. The 
Committee had, therefore, recommended that ABC Analysis of in-
ventorl~, shouD.d be Introduced by all those undertakings who had 
not yD< introduced this system. Necessary instmetions' In this re-
gard were also Issued by the Bureau of Public Enterprises as far 
back as on 16th October. 1967. The Committee, therefore, urge that 
the MECL should seriously consider introducing ABC system of 
analysis of Inventories Immediately. . 

3.53. The Committee have noticed many deficiencies in the cost-
ing system introduced by MECL in 1975-76. The system did not pro-
vide for classification of costs into fixed and variable costs, ascer-
tainment of idle time for labour and machinery, comparison of actual 
costs with the estimated costs and analysis of variations and fixation 
or standard costs. Further the headquarters expenses were to be 
apportioned on the basis of financial eX}1ellditure incurred on a pro-
jet't and not on the basis of physical performance of projects. A 
review of the C'OSting record also revea~ed that the eost statements 
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were not reconciled with financial accounts till 1978-79. The cost 
sheets were neither received regularly nor were received, in time 
from Projects and Workshops. Estimated cost was adopted for com-
pilIng the annual cost in all those cases where the monthly cost 
sheets were not prepared. There was no system of putting up the 
cost statements to the Management/Board. 

3.54. The Committee have also observed that even though the 
workshops were manufacturing limited number of accessories and 
fabricatIng items like vehicle bodies, water tanks etc. no standard 
costs were prescribed therefore. No analysis of the idle man-power 
and machine hours was also made. Although the cost of manu-
facturing the same Items dUIered widely, yet no analysis was made 
to find out reasons therefor. The overheads were charged at 13t 
per cent of the labour cost without any regard to actual production 
either in physical quantities or financial cost thereof. A comprehen-
sive management information system comprisIng of internal manage-
ment information as also the outgoing reports to the Ministry was 
also not introduced by the Company until October, 1982. Majority 
of the reports prescribed prior to this date were in the nature of 
progress reports indicating the state of work in the units and did 
not supplly information needed by the Management for effective con-
trol on costs and functions of the Company. These reports were 
also not received regularly. Admittedly, the absence of an effective 
system of costing and also the comprehensive Management Informa-
tion, System were factors leading to below acerage performance of 
the Company. The Committee are concerned over the glaring 
deficiencies in the costing system as pointed out above. Even the 
representative of the Company admitted this during his evidence 
and stated that they were taking corrective action. The Committee 
are also distresed to note that even the modified costing system 
introduced by the Company on lst April, 1982 could not proville 
for classification of costs into fixed and variable and also for the 
fixing of standard costs. The Committee have, however, been as-
sured by the Department of MInes that It wodId take necessary steps 
to improve the Management Information System and also the system 
of classifying costs in the Company. The Committee would wateh 
with keen interest the action Government would take in this reprtl 
and hope that the lacunae noticed in the costing system and also 
the Management Information System would soon be eUminated 
effectively. The Committee would like to be apprised of the specllc 
steps taken by the Government in this reganl. 

3.55. The Committee are concerned over the heavy outstandinp 
doe to MECL. The major defaulters are reported to be public 
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undertakings a.nd Central/State Governments. The total out-
ItaDding dues to the Company, as on 31-3-1984 amounted to 
Rs. 601.39 lakhs* out of which Rs. 74.06 lakhs was out· 
standing for more than three years of which CMPDI alone 
acdounted for Rs.,39 lakhs. The very fact that MECL 
had to seek the intervention of the Ministry for getting a 

major portien of the outstandings cleared indicates that the debt 
collection machinery of the company is not adeqnate and effective 
and needs to be streamliDed and strengthened. The MECL should 
also consider the feasibiUty of inserting a bank guarantee clause in 
agreement with the parties for ensuring payment of whole amount 
of the bUI within a preseribed time. 

3.56. As regards charging of interest on the outstandings, the 
Committee are informed that contraets of MECL were generalUy with 
pnbUc undertakings who were not agreeable to the charging of 
Interest on outstandlngs. The Committee strongly feel that the 

pUblic undertaldngs and other clients should be treated alike in the 
matter of charging interest on delayed payment of bUls. They feel 
that there is no reasOn why the public undertakings should be 
treated differently in this matter. The Committee, therefore, reo 
commend 'that In all future contraets, a clause should be specifically 
inserted tor the payment of interest by all defaulters on delayed 
payments beyond a particular period of the submission of bills by 
MECL. 

3.57. The Committee also find that a iIarge amount of the Company 
was also blocked under work·in.progress i.e. the work done but not 
blJled. The amount outstanding on this account stood at Rs. 567.19 
lakhs as on 31-3-1984. This mainly represents 10 per cent of the 
value of work done which is blJled only after submiSSion of the 
Geological Reports, the preparation of which starts only after com· 
pletion of drUOng work and Is completed within four to eight months, 
depending upon the volume of the work. The other main reasons 
for large amount of work.in·progress were stated to be delay bl 
sanction for excess amount of work done than that of the originally 
sanctioned, ~tion bills raised subsequently due to rise In cost 
index etc. The reconstituted Coordination Committee Is reported te 
have now decided that bills for promotional works should be paid if 
work exceeds upto 20 per cent of original sanction and in pursuance 
of this decision the Committee expect that the amount for work 
done but not bi!lled would come down substantially. The Committee 
are alse of the view that if bilUp.g sYstem In HEeL Is streamlln~ 
-. Atthetlme of factual verification, Audit have pointed out that this 
figure does not include Rs. 126.85 lakhs due from Government of India. 
Thus the total outstanding dues to MECL as on 31-3-1984 were Rs. 728.24 
lakhs. 
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1twill go a tong way not only in improving the ftnancial position of 
'the Company but also it would increase the internal resource! 
,generation of the Company. 

NEW DEwI; 
August 6, 1985 
Sravana 15, 1907 (S) 

K. RAMAMURTHY, 
ChaiTman, 

Committee on Public Undertaking8. 



APPENDIX-I 
( Vi,," /JdrG 3 '34) 

STATEMENT SHOWING DETAILS OF PARTY-WISB DTJES O'OTSTANDIN c;: 
ON ~ORK DONE t.;FI'O 31ST MARCl:I, 19'34, 

SI, !<lame or the Cliena 
No, 

I CleIItraJ Mine Planning 6: Design Institute Ltd, 

R NatiODal HyciNeJectric Power Corporation Ltd, 

3 Bharat Aluminium Compnay Limited, 

4 North f.astcrn Council 

S Neyftli Lignite Corporation L;mited 

6 Hindustan Zinc Limited , 

7 Hindustan Cop))el Limited 

8 Brabamaputra Flood Control Commislion 

9 Mangan_ Ore (India) Limited 

10 Government ofMacibya Pradesh 

II Government ofOriaa 

II Govemment of AI<am 

13 Uttar Pradesh State Mineral Development Corpn, 

I, Ra)Utban SlIte Mineral Development Corpn, 

15 Madhya Pradesh Electricity Board 

16 Scngareni Colliery Company Limited 

I, SICeI Authority of (India) Limited 

18 SiJWm Mining CoJporation 

.t Andbn. Pradesh Mining CoJporation 

10 Gu)ar&t State Blectricity Board 

II Indian IraD a: B_1 Co, Ltd, 

66 

Total ,'\IJlountduc aI· 
OIl 31-3-1984 ca., in lakhs) 

3 

5" 20 

41'91 

3 1 '53 

60'35 

6'67 

9'06 

32'5 1 

0'19 

9'33 

8,60 

II'SZ 

4'50 

0'06 

1'33-
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22 Central Public WorJt;. Department, Jairampur 

23 National /Olnmininm Co. Limited 

24 Central Ground ~a~ Board 

25 tJttar Pradesh State Mineral Developlt'eDt Corporation 

026 Bhar.d Gold Min ... Limited 

27 Otber Mi .... 

!IS -Government of India 

s 

0.90 

0·80 

0·.8 

0·79 

0·95 

.26.85 

• Added on the basis of information furnished by Audit at I the time of 
factual verification. 

"Corrected after addition of item 28. 
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