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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to submit the Report on their behalf, 
present this Twenty-seventh Report on Action Taken by Govern-
ment on the recommendations contained in the Eighty eighth Report 
Of the Committee on Public Undertakings (Fifth Lok Sabha) on 
Hindustan Zinc Ltd. 

2. The Eighty-eighth Report of the Committee on Public Under-
takings (1975-76) was presented to Lok Sabha on the 29th April, 
1976. Replies to all the 106 recommendations contained in the said 
Report were received in batches from the Ministry of Steel and 
Mines (Department of Mines) and the last batch was received on 
30th November, 1976. Replies duly vetted by Audit were received in 
batches by 22nd August, 1977. Further information in respect of 
20 recommendations was called for from the Ministry on 23rd March, 
1977, and the same was furnished by the Ministry by the 31st October, 
1977. 

As the replies received from the Ministry in respect of certain 
recommendations required updating, the Ministry were requested on 
3rd January, 1978 to furnish updated replies with latest information 
in respect of 22 recommendations and the same were received from 
the Ministry in batches by 10th February, 1978. 

3. The replies of Government were considered by the Action 
Taken Sub-Committee Of the Committee on Public Undertakings and 
this Report adopted by them at their sitting held on the 15th March, 
1979. The Report was finally adopted by the Committee on Public 
Undertakings on the 19th March, 1979. 

4. An analysis of the Action Taken by Government on the recom-
mendations contained in the Eighty-eighth Report (1975-78) of the 
Committee is given In Appendix XL Vll. 

Nzw Da.m; 
March 21, 1979. 
Phalgu.ft4 30, 1900 (sf-

JYOTIRMOY BOSU, 
Chairman, 

Committee on Public UndertakingB. 

txi) 



CIIAP'I'Ba I 

REPORT 

This Report of the Committee deals with the action taken by 
Government on the recommendations contained in the 88th Report 
of the Committee on Public Undertakings (5th Lok Sabha)-1975-76 
on Hindustan Zinc Ltd. which was presented to Lok Sabha on the 
29th April, 1976. 

2. Action taken notes have been received from Government in 
respect of all the 106 recommendations contained in the said Report. 
These have been categorised as foUows:-

(i) RecommendationslObservatiom that have been accepted 
by Government. 

Serial Nos. I, 5, 6, 7, 8, 9, 11, 12, 13, 14, 16, 17, 19 20, 
22, 23, 24. 26, 27, 28, 29, 33, 34, 35, 36, 37, 39, 40, 
42, 43, 44. 46, 48' 49, 51, 52, 53, 54, 55, 56, 57, 58, 
59, 60, 61, 62, 63, 64. 65, 66, 67, 68, 69, 70, 71, 72, 
74, 75, 76, 77, 78, 79, 80, 81, 82, 83. 84, 85. 86, 87, 
88, 89, 90. 91. 92, 93. 94, ¢. 97, 98, 100. 101, 102, 
103. 104. lOS, a.Qd 106, 

(ii)Recommendati!rmBIObseruations which the Committee do 
not daiTe to pursue. 

Serial Nos. 2. 3, 4. 10, IS. 18, 25, 30, 32, 3& 41, 45. So. 
and 99. 

(iii) Recommend4ttonslob.ervations in respect of which repUu 
of Government have not been acceptied by the Committee. 
Serial Nos. 47, 73 and 95. 

(iv) RecommendatiOnBl0baervotiOnB to vthich final replia of 
Government are Btill awaited. 
Serial Nos. 22 and 31. 

3. The Committee will now deal with the action taken by Govern-
ment on iome of their recommendations. 

A. Melting Furnace of West Germany 
Beeommeociatioo (Serial No. 41) (P~pbs 5.130 to 5.m) 

4. The Committee observed that the recovery of metal from Zinc 
Cathode was 92.84 per cent, 92.41 per cent, 94.70 per cent, 93.05 per 
cent, 94.5% per cent and 91.97 per cent during the years 1968-69, 
1969-70, 1970-71, 1971-72, 1972-73 and 1973-74 respectively as against 
95 per cent indicated by the consultant.. The value of shortfall cal-
culated at the selling price prevalent In the respective years worked 
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out at Rs. 36.4 lakhs. It had been stated that the low melting re-
covery was due to non-tratment of metallic dross on account of diffi-
culties faced in the Melting Furnace. 

5. The Committee were informed that the Melting Furnace 
suffered a break-down in 1969 which was in the nature of "an electri-
cal accident caused as a result of careless maintenance and inade-
quate fore-thought." It was stated that the management had "coped 
with this breakdown in an efficient manner." The second major 
break-down occurred in January, 1971 when certain repairs were 
carried out to put back the furnace into working order although 
with a truncated capacity and this was what, it was stated, "could 
have been done under the circumstances". The fl.l!1Ulce, however, 
broke down completely in February, 1973. One of the Directors of 
the Hindustan Zinc Ltd. who made a detailed and intensive study 
of the working of the furnace and related problems observed in his 
!'eport (May, 1973) that "although it would be difficult to pin-point 
the exact cau~ or cuses of the breakdowns in 1971 and 1973, it is 
most likely that these failures were caused by running the furnace 
without specified demineralised water cooling system." 

6. The Committee noted with regret that though the enqUiry 
report of the Director was given by the Ministry to the DGTD, no 
action had been taken by the Ministry/Undertak:ng in the light of 
the aforesaid report. The Committee were informed that the DGTD 
could not conduct the enquiries because of the highly lij>ecialised 
nature of the work. The Committee faiJ.ed to understand why the 
!'eport could not have been considered by the Management/Board 
and suitable action initiated. The Committee recommended that 
th·s aspect should be investigated and the Committee informed of 
the tf;!sults. The Committee were informed that a "top engineer of 
Demag of Germany who had specialised in furnaces" had since look-
ed into the matter. The Committee recommended that the Ministry / 
Undertaking should without delay examine in depth the question 
of bl-eak-down of he old furnace in the light of the findings in the 
Directors Report and the suggestions which might have ~n made 
by the German Engineer and take all possible measures to rectify 
the defects of the furnace, improve the standard of supervision and 
reorganise and tone up the management at all levels so as to ensure 
that not only the furnace is re-started at the earliest but it is also 
maintained in good working condition. 

7. In reply to the above recommendation, the Ministry of Steel 
& Mines have stated as follows:-

"The reference to the DGTD on the breakdown of the meltlng 
furnace of Hindustan Zinc Ltd. has been looked into and it is seen 
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that the enquiry report of the Director on the breakdown of the 
furnace as such was sent to the DGTD. The study of the break-
down of the furnace undertaken by the Director in April, 1973 was 
at the instance of the management, based on the discussions between 
the Chairman-cum-Managing Director, Hindustan Zinc Ltd. and 
the Director on 23-3-73. 

Not be:ng aware of the above, the Ministry requested the Di!"ector 
General, Technical Development on 5-4-73 to depute one of his 
officers to Udaipur to (i) look into the causes of the break-down of 
the furnance and (ii) S'Uggest the steps that could be taken for its 
quick repair. The DGTD desired detailed information on the fur-
ance and sent a questionnaire. The required information was 
furnished on 14-5-73 to the DGTD, who replied on 28-6-73 that they 
had studied the details of the furnace and other related information 
furnished by Hindustan Zinc Ltd. and found the furnace to be very 
specialised one. Therefore, the DGTD felt the need to associate 
one or two experts from the industry along with thei!" officer to study 
the break-down of the furnace. 

In the meanwhile, the report of the Director of Hindustan Zinc 
Ltd. on his study of the break-down of the melting furnace was avail-
able which had brought out inter alia the reasons for the break-
down. Action had also been taken to get a foreign expert to repair 
the melting furnace. Study of the break-down of the furnace by the 
DGTD was not then pursued as the purpose had already been served 
by the report of the Director which, inter alia, indicated the reasons 
for the break-down of the furnace. 

The report of the Director of Hindustan Zinc Ltd. was examined 
in the Ministry and the Chairman-cum-Managing Director, Hindu-
stan Zinc Ltd. addressed on 18-6-73 to furnish his comments parti-
cularly on points like re-organisation of the top management of the 
smelter, placement of a competent General Manager at the smelter 
and cutting out dead wood. The matter was conSidered by the 
Board of Hindustan Zinc Ltd. at its 53rd and 54th meeting held on 
20-6-73 and 28-8-73. Based on th~ Board's decision, tht! following 
action was taken by the company on the recommendations contained 
in the report: 

(i) The senior technical and managerial personnel in the 
smelter were replaced. 

(ii) A more experienced Mechanical Engineer was posted in 
the smelter in place of the previous Chief Engineer. 

(iii) A senior metallurgist was inducted in December, 1973 to 
head the smelter. 
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(iv) The water cooling circulation pipes were replaced and 
demineralised water circulation system introduced. 

(v) For better and effective cooling, one more blower was 
installed parallel to the existing blower. 

The furnace was repaired by a fare'gn expert in October, 1973 
but could not be operated successfully due to the quality of the 
indigenous ramming mass. The Engineer of Demag mainly looked 
into the repairs which the furnace needed. The Company has also 
stated that the relining of the furnace will be taken up immediately 
on receipt of certain material (viz. Micanite sheets) which is being 
procured indigenously. The work is likely to take about three 
months after the receipts of the required material". 

8. The Committee take a serious note of the fact that contradic-
tory statements have been made in regard to the enquiries held into 
the working of the Melting Furance. They were earlier informed 
that one of the Directors of the Company made a detailed and inten-
sive study of the working of the furnace and his report was forward-
ed to the Ministry which in turn gave the Report to DGTD in order 
to go into "finer specific reasons" for the break-down. It bas now 
been stated that "the enquiry report of the Director on the break-
down of the furnace as such was not sent to DGTD" and that the 
Ministry were not even aware that the Management had already 
aaked one of its Directors to conduct an enquiry. The Committee are 
informed that the Ministry on their own had requested DGTD to 
look into the causes of the break-down of the furnace and sugpst 
steps that could be taken for its quick repair. Both the enquiries-
one by the Company and the other by the Ministry-were ordered 
in the same month i.e. April, 1973. 

9. The Committee fail to understand as to why the factual 
inaccuracy was not rectified even when the Report as finalised by 
the COl lJDittee was forwarded to the Ministry /Undertaking for 
factual verification. They cannot but express their unhappiness at 
the casual manner in which their report was treated both by the 
Ministry and the Undertaking at the factual verification stage and 
would recommend that the matter may be looked into and that such 
serious mistakes should be avoided in future. . 

10. The Committee are surprised to note that there was no c0-
ordination between the Ministry and the Undertaking in the matter 
of holding an enquiry into tbe break-down of the furnace. 'ftley 
need hardly stress tbat the Ministry and the Undertaking should 
learn a lesson &em tbis ineldent and ensure that tbere should be 
perfect coordination and liaison between tbem in an important mat-
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ten. The Committee also recommend that the Bureau of Public: 
Enterprisef. may examiDe this aspect aud issue necessary guidelines 
to avoid the type of situation that arose in this case. 

11. The Committee further note that although the furnace was 
repaired by a foreign expert in October, 1973, it could not be operat-
ed successfully aue to the quality of the indigenous ramming mass. 
It has also been stated that the relining of the furnace would be 
taken up immediately on receipt of certain material whieh is being 
procured indegenously. They would like to reiterate that the Man-
agement should take all possible measures to rectify the defects of 
the furnace so as to re-start the furnace at the earliest and ensure 
that it is maintained in good working condition. 

B. Cost of Mining of Ore 
Recommendation Serial No. 73 (Paragraph 7.53) 

12. The Committee noted that there had bt>en a gradual increase 
in the cOst of mining of ore, production of concentrates, mnc ingots 
and refined lead except in the case of zinc ingots during 1974-75 
when the cost was less than that in the previous year and in 1969-70 
and 1970-71. Though the study team of the Bureau of Publ;c Enter-
prises had observed as far back as 1969 that the cost of raising and 
milling the ore was prima,..facie high and it was necessary foe the 
HZL to carry out a special and detailed study of its mining cost so 
as te> bring it down as early as possible, the Committee were sur-
prised to find that no such study had been carried out and the Man-
agement had felt that the observation of the Study Team was some-
what general in nature and the increase in cost had also been on 
account of the fall 'in the metal content of the ore. The Committee 
desired to know as to how without making any study, the Manage-
ment came to the conclusion that increase in cost was mainly due 
to fall in the metal content of the ore. 

13. In reply, the Ministry of Steel and Mines have stated as 
follows:-

"Though no specific detailed study of the cost of raiSing and mil-
ling of ore was undertaken by the Hindustan Zinc Ltd. pursuant to 
the observations of the Bureau of Public Enterprises Study Team in 
their 1969 report, the !"easons for the increase in costs of production, 
inter alii!, of ore and concentrate during the year 197~74 tM-e.vU 
those in 1971-72 and 1972-73, were looked into and analysed in detail 
by the Management in 1974. This revealed that:-

(i) The metal content in the ore had been falling and the ore 
to concentrate ratio of 13.59 in 1971-72 rose to 14.92 in 
1972-'13 in stages and was controlled at 13.91 in 1~74 
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(the ore to concentrate ratio during 1966-67, 1967-68 and 
1968-69 was approximately 10.5, 11.6 and 13 respectively); 

(ii) There had been substantial increases in salary and wages 
due to annual increments and increase in CLI (Cost of 
Living Index). In!'eSpeCt of ore production, the wage 
bill had gone up to about 78 lakhs in 1973-74 from Rs. 42 
lakhs in 1971-72; and 

(Iii) The purchase prices of stores had gone up while the value 
of stores consumed during 1971-72 was Rs. 22 lakhs, those 
consumed in 1973-74 had gone upto Rs. '39 lakhs." 

14. The Committee regret to note that the Ministry/'Management 
have not given any reason as to why no spedfic and detailed study 
of the cost of raising and mUling of ore 'as categorically desired by 
the bureau of Public Enterprises Study Team in their report sub-
mitted in 1969 was undertaken by HZL. 

15. The Committee feel that important suggestions made by 
expert bodies like the Bureau of Pu~ic Enterprises and tbeir Study 
Teams should not be viewed casually. They would like the Under-
taking to ensure that such lapses do not recur in future. 

C. Appointment of an Offtcer on Special Duty 
Recommendation Serial No. 95 (Paragraphs 10.17 to 10.19) 
16. The Committee observed that an Officer on Special Duty 

(Mutes Development) was appointed during 1969-70. It had been 
statt. by the Bureau of Public Enterprises that the Department of 
Mines sought his trlUlSfer Nom Hindustan Zinc Ltd. in October, 
1971 On the ground that HZL would not be able to employ him 
usefully any longer. He was relieved of his duties in January, 1972, 
when he was on leave and the Ministry placed his services at the 
disposal of the Bureau of Public Enterprises for further posting. 

17. In the absence of any orders flrom the Bureau of Public 
Enterprises and at the suggestion of the Ministry the Officer was 
allowed to join, on the expiry 01 leave in February, 1972, the Delhi 
Office of HZL. 

18. The Committee were surprise to note that the said officer 
who was appointed in 1969-70 on the basis of his qualifications and 
mining experience could n")t be usefully employed from February, 
1972 onwards and continued to be there without any work assigned 
to him and the Undertaking had been incurring an expediture of 
Rs. 3,100 per month on the Officer i.e., Rs. 44,400 per annum from 
the aforesaid date. It had been stated by the Ministry that it was 
not Within the competence of HZLIDepartment of Mines to dispense 



7 

with his services, because he belonged to the Industrial Management 
Pool. That cadre authority could reappoint him somewhere or 

,dispense with his services, if the law permitting it The Bureau of 
Public Enterprises, however, stated that the cadre authority had 
no authorised posts under its administrative control either in 
Government or in Public Sector Enterprises. The Public Sector 
Enterprises had earlier been delegated powers to make all appoint-
ments below the Board level and below the level of General Mana-
gers of constituent units. Under the managerial personnel policy 
announced in August, 1974, further powers had been delegated and 
Government had retained the prorogative of appointments only at 
the Board's level. Government· should have considered the question 
of placement of, officers of the Industrial Management Pool, like the 
one in the present case in finalising the managerial personnel policy 
for public undertakings and announcing it in August, 1974. 

19, It had been added that efforts were, however, made to spon-
sor the officer concerned for posts in various Government companiesi 
organisations. Unfortunately these efforts did not bear fruit. The 
Bureau had stated that it had since been decided that the officer 
might be accommodated for some time in the BPE against a post 
of Deputy Adviser (Production) and this woul.d be a temporary 
arrangement. The Committee were surprised that it had not been 
possible for the Government to usef,ully employ the officer who was 
recruited on the basis of high qualifications and mining experience 
in other mining industries. The Committee failed to understand jf 
the officer's services had not been useful because of other reasons 
why suitable action could not be taken against him under the Rules. 
The Committee recommended that the matter should be examined 
in depth in order to review the entire proced!1re and authority of 
GovrnmentlPublic Undertakings in regard to appointments and 
termination of services of, officers when these were no longer re-
quired so as to avoid reurrence of such cases, The Committee re-
commended that the whole matter regarding the appointment of the 
tlfficer as well as his continuance at the Delhi Office of HZL, without 
'any work, thereby causing avoidable expenditure of about Rs. 1.8 
lakhs should be investigated and, responsibility fixed f:nd lessons 
learnt for future. 

20, In reply the Ministry of Steel and Mines have stated that 
the Ministry of Finance (BPE) who are the cadre authority for the 
~ndustrial Management Pool were requested to consider the observa-
4597 LS-2 .' ...... ,~, ,- . ." ... , . 
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tionslrecommendatioDS of the Committee. The Bureau of Public:' 
Enterprises have stated as under:-

"The matter has been examined with reference to the existing 
position in regard to the powers of Government and Public Under-
takings in respect of appointments and termination of services of 
officers employed by them. In the Government, rules provide for 
terminating the services ot those whose integrity is questioned and 
whose performance is found to be poor. On all matter involving 
integrity, the Central Vigilance Commission have laid down detailed 
procedU're for enquiry and penalties to deal with such cases, which 
are being followed. Similarly, there are rules for dealing with 
officers whose performance is found to be unsatisfactory. A review 
is undertaken to weed out dead wood when the Government Officers 
attain the age of) 50 years and 55 years. It is felt that these rules 
which apply to Government servants whose integrity is questioned 
and whose performance is poor, are adequate. 

In the case of employees of Public enterprises whose integrity 
is questioned, the enterprises have framed rules, in consultation 
with the Central Vigilance Commission, to take appropriate action. 
The Central Vigilance Commission also assist the enterprises in 
auch cases. The public enterprises are also empowered to terminate 
the services of their employees whose performance is found inade-
quate by giving suitable notice, which is normally three months. 
These powers of the public enterprises to deal with vigilance and" 
disciplinary matters are round to be adequate." 

21. It has been added that this particular case has arisen due to 
the peculiar difficulties relating to the IMP where there are no 
authoriseO posts with the Cadre Authority, for the posting of Pool 
Officers. The new Managerial Personnel Policy and the proposala 
under consideration in regard to the future of the IMP will, no-
doubt, try to eliminate these difficulties arising in future. 

22. The Committee are informed! that the Government have 
examined the circumstances which led to the particular case of 
appointment of the Officer on Special Duty and have been assured 
that the observations of the Committee will be kept in mind if such 
cases, particularly in regard to Industrial Management Pool (IMP) 
officers, arise m future. They have stated that this particular ease-
had arisen due to the peculiar difficulties relating to the IMP where. 
there are no authorised posts with the cadre authority for the post-
Ing of pool officers and that the new managerial personnel policy and 
the proposals under consideration in regard to tlie future of the 
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IMP will try to eliminate these difficulties arising in future. The 
Committee are, however, not satisfied with the reply given by the 
Ministry as they have not explained as to why suitable action could 
not be taken against the officer concerned if his services were not 
considered to the useful. They would like to reiterate that the 
whole matter regarding the appointment of the officer as well as 
his con tinuance at the Delhi Office of HZL without any work should 
be in'festigated and responsibility fixed. 

23rhe Cltmmittee would stress that the new managerial per-
sonnel policy should be finalised expeditiously and implemented in 
order to eliminate such difficulties arising in future. 

D. Recllmmendations Serial Nos. 22 & 31 (Paragraphs Nos. 3.49-
3.51 & 3.5~3.58 and Paragraphs Nos. 4'41-4'45) 

24. In the recommendations at Serial Nos. 8, 12, 13, 14, 15, 16, 22 
and 31 the Committee on Public Undertakings (1975-76) recom-
mended that the matters referred to therein should be thoroughly 
investigated. In reply to these recommendations, the Ministry 
stated that Government have constituted an Expert Committee. 
The Expert Committee submitted its Report in July 1977. 

The action taken by Government on the recommendations I 
conclusionsiobservations of the Expert Committee in respect of 
recommendations Nos. 8, 12, 13, 14, 15 and 16 has been communicated 
by the Ministry on 8 February, 1978. 

25. However, in respect of. recommendations Nos. 22 and 31 it 
has been stated:-

" ... the Expert Committee has been requested to examine the 
matter further and fix responsibility for the lapses identified in 
their report." 

26. The Committee desire that further examination in the matter 
should be done expeditiously in order to fix responsibility for the 
lapses identified in the Expert Committee's Report and to avoid 
recurrence of such lapses. 

E. Implementation of Recommendations 

27. The Committee would like to emphasise that they attach thl' 
greatest im]Jflrtance to the implementation of the recommendations 
accepted by Government. They would, therefore,· urge that Gov-
ernment should keep a close watch 80 as to ensure expeditious 
implementation of the recommendations accepted by them. 



CHAPTEB n 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Beeommendation (S. No.1, Paragraphs 1.13 & 1.14) 

The Committee note that the Metal Corporation of India a 
public limited company was acquired by the Government of India 
under the Metal Corporation of India (Acquisition of Undertaking) 
Act of 1966. and a Tribunal was appointed in November, 1971 to 
determine the amount of compensation payable to the Corporation 
because 011 a disagreement between the Government of India and 
the Corporation on the amount of Rs. 1.98 crores offered as com-
pensation by the Government of India. Though the Tribunal was 
required to submit the report within a period of 8 months it was 
only in April, 1974, after about 3 years, that the Metal Corporation 
finally filed its claim of Rs. 101.80 crores towards compensation with 
the result that the date of submission of the report was extended 
first up to December, 1973 and later up to December, 1975. It has 
been now further extended to 28th February, 1977. Too long a time 
has been taken in coming to any final decision in regard to the 
amount o~ compensation to be paid. 

The Committee note that according to Section 11 (4) of the Metal 
Corporation of India (Acquisition of Undertaking) Act, 1966, the 
one-man Tribunal which is c:msidering the question of the amount 
of compensation payable to the Metal Corporation on India has the 
power to regulate its own procedure and decide all matters within 
its competence and may review any of its decisions in the event of 
there being a mistake etc., but subject thereto "the decision of the 
Tribunal on any matter within its jurisdiction shall be final and 
conclusive." 

10 



Reply of Government 

The Government noted the observation made by the Committee 
that too long a time has been taken by the Tribunal constituted 
under the Metal Corporation of India (Acquisition of Undertakings) 
Act, 1966, for giving its award on the amount of compensation pay-
able to the Metal Corporation of India. This had already been caus-
ing concern to the Government and an Ordinance, namely the 
Metal Corporation (Nationalisation and Miscellaneous Provisions) 
Ordinance, 1976 (No. 12 of 1976) has been promulgated by the 
President on 2-8-76. 

2. The Ordinance repeals the Metal Corporation of India (Acqui-
sition of Undertaking) Act, 1966 and, inter-alill, provides for pay-
ment of a specified amount to the Metal Corp:lration for acquisition 
of its undertaking. With the repeal of the 1966 Act, the Tribunal 
stands abolished with effect from 2-8-76. 

3. The Ordinance has been replaced by an Act namely the Metal 
COI'poration (Nationalisation and Miscellaneous Provisions) Act, 
1976. 

4. A total amount of Rs. 320.79 lakhs has been paid to the Metal 
Corporation of India in terms of, Sections 10 and 11 of the said Act. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012 (1) 176-Met.n dated 4-11-1976] 

Recommendation (S. No.5, Paragraphs 2.11 & %.1%) 

The Committee find that Government sanctioned an estimate of 
Rs. 947.22 lakhs in August, 1970 for the integrated scheme exclusive 
of the value of assets taken over from MCI. The actual expenditure 
on the scheme to end of March, 1975, however, amounted to Rs. 951.38 
lakhs exclusive of the value of assets taken over. The Committee 
regret to note that although the in~egrated scheme is stated to have 
been completed as far back as April, 1973, the revised project esti-
mate was approved by Government only in October. 1975 i.e. after 
more than two years of completion of the project.. 

The Committee do not see any justification for the delay of over 
2 years in the sanction of revised estimates even after completion of 
the project. The Committee feel that revised estimates should not 

II 
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serve the purpose of a completion report of the project but should 
be prepared as soon as excesses are anticipated under any or different 
heads of the project or when there is a material deviation from the 
original project estimate so that it may serve as an instrument for 
financial control and should not be taken up/sanctioned after the 
completion of the project and thus become a fait CllCC01npli. They re-
commend that the reasons for delay in approval of the final estimate 
should be investigated in order to pinpoint lapses, if any, and avoid 
recurrence in future. 

Reply of Government 

The increase in the cost of the integrated scheme of Hindustan 
Zinc Ltd. over the estimates approved by the Government, in August, 
1970, was mainly in respect of two components of the Mochia Min_ 
namely. the shaft sinking and the construction of dam across the 
'l'idi River. 

2. The increase in the cost of these components was brought to 
the notice of the Board of Directors, and the Ministry, by Hindustan 
Zinc Ltd. in 1971. 

3. The increase in respe-:t of the cost of the shaft sinking was 
examined, in detail, in consultation with the then Technical Wing 
Of the Ministry, after getting clarifications on a number of points 
from Hindustan Zinc Ltd. and the re8SQns given by the Hindustan 
Zinc Ltd. were finally accepted in October, 1973. 

4. As regard the Tidi Dam, the reference from Hindustan Zinc 
Ltd. was examined in consultation with the Ministry of Irrigation 
and Power/Central Water and Power Commission and in the mean-
while the payments by HZL to the Govt. of Rajasthan, to whom the 
work was entrusted were authorised against actual expenditure 
incurred. 

5. Final processing of sanction of the revised costs of these com-
ponents, could be done only after knowing the overall cost of the 
integrated scheme. That was necessary, also. so as to decide whether 
the revision required was of such order as could be approved by the 
administrative Ministry itself, in consultation with Ministry of 
Finance or whether the approval of the PIB/Cabinet was also re-
quired to be obtained. 



6. In the Instant case, the increase in the overall cost was only 
llB. 4.16 lakhs or less than 1 per cent. However, as the increase in 
respect of two components (shaft sinking and Tidi Dam) was beyond 
10 per cent, the revised cost was required to be approved by the ad· 
ministrative Ministry in consultation with the Finance. For that 
purpose, Hindustan Zinc Ltd. was requested on 27·10-73 to let the 
Ministry know the actual expenditure on the scheme as a whole vis-
a·vis the sanctioned estimate. 

7. Thereafter, there was admittedly a time-lag of as much as two 
years before the revised cost estimates were finally sanctioned on 
10-10-75. Examination of the records show that the main reasons 
for this time-lag were: 

(a) Though the revised cost estimates of the project as a 
whole, were received from Hindustan Zinc Ltd. on 2'4-11-
73, Hindustan Zinc Ltd. had to be addressed several times 
for certain clarifications and additional information; and 

(b) a point raise, regarding change in the scope of the 
project, took about five months to be sorted out. 

8. Notwithstanding the above cited reasons, Government agree 
that, in the result, in the instant case the final sanction of the revised 
~stimates chronologically almost coincided with the completion report 
(of the project). There has been, however, no lapse as such in the 
processing of this case. In order that sanction of revised cost esti-
mates of projects, are not delayed so much in future, suitable instruc-
tions have been issued to all concerned (Appendix I). 

[Ministry of Steel and Mines-Department of Mines o.M. No. 
54012(1) /76·Met. II dated 27.11.1976] 

Recommendation (S. No.6, paragraph %.13) 

In the opinion of the Committee it is not correct that approval of 
the revised estimate or closure of the estimate should await the 
award of Tribunal. Any change in the Capital Cost on account of 
the decision of the Tribumil should be suitably explained in the final 
-completion report of the project. 

Reply of Goverament 

The Government has noted the above observation of the Commit· 
tee. The Hindustan Zinc Ltd. has reported that the estimates of the 
integrated scheme for production of 2,000 tonnes of ore per day; with 
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matching beneficiation facilities, have been closed on receipt of 
Government approval of the revised cost estimates of the scheme. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54Q12(1) f76-Met. II dated 4-11-1976] 

Recommendation (S. No.7, Paragraphs 2.%6 to 2.28) 

The Committee find that after the Hindustan Zinc Ltd. had 
taken over the NCI fresh contract was entered into with Mis. 
Cementation (a private company) in September, 1966 for shaft 
sinking upto 321 metres for an estimated cost of Rs. 40.62 lakhs. 
The value of the contract was revised to Rs. 78.83 lakhs in July, 
1971 mainly because the quantities for certain items had not been 
accurately estimated earlier and because the expenditure on cer-
tain other items for which an ad hoc provision had been stipulated 
in the contract had increased. The HZL approached the Ministry 
in August, 1971 for approval of increase in contract value. 

The Committee also note that against the original sanctioned 
estimate of Rs. 73.72 lakhs which included Rs. 40.62 lakhs for shaft 
sinking, the total expenditure On the work as a whole amounted to 
Rs. 114.84 lakhs. Accordingly the estimate for shaft sinking and 
furnishing was revised to Rs. 114.84 lakhs in October, 1971 when 
a major part of the work was completed. The revised esti~te in-
cluded an expenditure of Rs. 76.16 lakhs for shaft sinking work as 
against the original estimate provision of Rs. 40.62 lakhs. 

The Committee regret to note that though the Ministry were 
satisfied about the justi&ation for ine'l'ease in cost estimates, they 
did not sanction the revised estimate but decided in October, 1973, 
after a lapse of 2 years that the revised estimate would be conSI-
dered along with the revised project estimates for the integrated 
scheme. The Committee are infO!'med that the revised estimate for 
the whole project was sanctioned on1v in October, 1975 ~fter a fur-
ther delay of two more years. The' Committee feel that Govern-
ment should not have deferred the approval of the estimates/sub-
estimates of the wO'l'k till the consideration of the scheme estimate 
as a whole. The Committee have already commented about the 
approval of the estimates by Government long after the completion 
of the projects. 

Reply of Govemment 

The Hindustan Zinc Ltd. approached the Government on 28-8-71 
for apPToval of thE' revised cost estimates of the shaft sinking work 
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amounting to Rs. 78.83 lakhs. DllTing the period of September~ 
1971 to August, 1972, the Company was addressed a number of times 
for additional information and clarification of certain points raised 
during the examination of the revised estimates in consultation 
with the Technical Wing of the Department. Final reply on these 
points was received kom the Company on 15-1-73. Thereafter, the 
reasons for increase in the cost estimates were gone into detail in 
consultation with the Mining Adviser and it was decided in October, 
1973 to accept the same. At this point of time it was felt that the 
final processing/sanction of the revised cost estimates of this compo-
nent of the project could be done only after knowing the overall 
cost Qf the integrated scheme. This was considered necessary to de-
cide whether the revision was of an order which could be approved 
by the Administrative Ministry itself, in consultation with the 
Ministry of Finance, or whether the approval of the Public Invest-
ment Board/Cabinet was required. 

2. Government agrees with the observation of the Committee 
that the revised cost estimates of the shaft sinking work could have 
been formally sanctioned after it was decided to accept the justi-
fication given by the Company for increase in the cost estimates. 
This will be followed in future. 

[Ministry of Steel and Mines-Depa'l'tment of Mines OM No. 
54012(1)/76-Met.II dated 4.11.1976]. 

Recommendation (S. No.8, Paragraph 2.31) 

The ComInittee feel that since HZL was not unaware of the 
work already done and the nature of work remai.ning to be come-
pleted, it should have been possible for HZL to tie up the organisa-
tional arrangements, procurement of materials etc. well in time 
and fixed a realistic and firm schedule for completion of the work 
in the contract instead of having a vague stipulation that a time 
schedule would be prepared from time to time. The Comm~ttee 
regret to note that even after a schedule was prepared it could 
not be adhered to and there was a delay of 2 years in the comple-
tion of the work. The Committee recommend that the reasons for 
delay in the completion of work should be investigated in order 
to find out the extent to which each of the factors contributing the 
delay could have been avoided with proper planning and foresight. 

Reply of Government 

The matter has been re'ferred to .an Expert Committee cons-
t1tuted by the Government vide Memorandum No. 54012 (73) /76-
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Met. II, dated 12th November, 19'16 (Appendix II). The results of 
:the inquiryjinvestigation by the Expert Committee, will be sub-
mitted to the Committee soon after same are received. 

[Ministry of Steel and Mines-Department of Mines 
OM No. 54012 (1) /76-Met.II dated 8-12-76]. 

Further Information called for by the Committee 

In regard to the above recommendation, it has been stated 
that the matter has been referred to an Expert Committee 

,'Constituted by the Government. Please state: 

(a) When was the Committee required to submit the 
Report? 

(b) Has the Report been submitted by the due date? If 
not, what are the reasons for the same? 

(c) When is the report likely to be submitted? 

.(d) In case the Report has been submitted by the Com· 
mittee, please furnish a copy thereof. 

'(e) What action has been taken by Government/Hindustan 
Zinc Ltd. on the Report submitted by the Committee? 

Further reply of Government 

(a) to (e). The Committee was to submit its Report w~thin a 
period of six months i.e. by the 11th May, 1977. 

However, in view of the heavy work load involved in examin-
ing in depth the voluminous data and material on the points for 
1!xamination and also because the MembenaSecretary of the Com-
mittee had to be away for about 4 weeks abroad for a Un~ted 

Nations Training course, the Chairman of the Committee has re-
quested that the time limit for submission of the report be extended 
upto 3~-1977. 

Further Information called for 1)y the Committee 

Has the Report of the Expert Committee been examined by the 
Ministry? If so, what action has been taken thereon? 

Further Reply or Government 

As recommended by the Committee on Public Undertakings the 
matter was referred to the Expert Committee constituted by the 
·~vernment vide Memorandum No. 54012(73) j76-Met. IT dated 12-
11-1976. ( Appendix II). 
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2. The recommendations/conclusions/observations made by the 
Expert Committee are reproduced below:-

11.2.1. Delay in Head Gear Fabrication 

The conclusions of the Expert Committee on the delay in Head 
·Gear fabrication are as below: 

(i) Non-availability of certain steel sections due to rationali-
sation was taken to HZL in April/May 1966 Le. 4/5 months 
before signing of the contract with Mis. Cementation. 
However, action to obtain services of a structural engineer 
for modifying the drawing was initiated only in May, 
1967 Le. after a lapse of one year. 

(ii) Though the request was made in May, 1967, the eng'ineer 
arrived at site only in April, 1968. Considering that Head 
Gear erection was a critical activity, HZL should have 
pursued the matter more vigorously for obtaining the ser-
vices of the structural e'llgineer. 

(iii) With proper planning and foresight, it should have been 
possible to reduce the delays considerably. 

11.2.2. Damage to Mining Equipment 

The Expert Committee has considered the circumstances narrated 
in paras 2.6.1. to 2.6.8. about the machinery that had arrived at 
Bombay Docks and subsequently got damaged due to exposure etc. 
The Expert Committee accepted the contention of HZL that this 
was due to reasons beyond their control. 

11.2.3. Burning of Control Panels etc. of Winding Equipment while 
In transit 

In the opinion of the Expert Committee, considering 
the magnitude of the problems in identifying the items to be im-
ported and getting major items repaired indigenously, the delays 
that have taken place for import I reconditioning of damaged items 
cannot be regarded as unreasonable. 

11.2.4. Loss of Important Items of Winder during transit 

The items procured from M/s. Balmer Lawrie were the parts of 
suspension gear. Procurement of these items by JanuarylFebruary, 
1970 did not result in any delay on installation of the cage winder 
which was completed by 28-2-1970. In the Expert Committee's view, 



18 

since the suspension gear was required only on completion of the-
installation of the winder, delay in procurement of these items could 
not have caused any setback in the installation and commissioning 
of the winder. 

11.2.5. Shortage of Detonaton 

The Expert Committee is of the view that shortage of explosives 
and detonators would have caused delays in underground develop-
ment activities oonnected with the Main Shaft work, though it is 
difficult to quantify the same. The delays caused on this account 
were beyond the control of HZL. 

3. The findings of the Expert Committee have been considered by 
the Government and the same conclusion of the Committee on the 
delay in Head Gear Fabrication communicated to the Hindustan Zinc-
Ltd. vide letter No. 54012(35) 176-Met. n dated 6-2-1978 (Appendix 
III) for avoiding recurrence in future. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012 (1) 176-Met. II dated 8-2-1978]. 

Comments of the Committee 

The Committee agree with the view expressed by the Expert 
Committee that with proper planning and foresight, it should have 
been possible to reduce the delays in Head Gear Fabrication consi-
derably and hope thpt such lapses would be avoided in future. 

Beeommendation (S. No. t, Parqraph 2.37) 

The Committee are surprised to note that although the Ball Mill 
was installed in September. 1966 to feed the Zinc Smelter at Debari, 
the smelter was commissioned only in nearly 1978. They are in-
formed that "even if the Ball Mill had been put into operation and 
concentrates produced, the same could not have been smelted to 
produce zinc metal". The Committee are also informed that "by 
not starting the Ball Mill there was hardly any loss as there was not 
enough ore available for treatment in the Mill". The Committee 
have commented elsewhere in the Report about the lack of synchro-
nisation of the different activities taken up in connection with the 
implementation of the integrated scheme. 

Reply of GoVel'lllllftt 

Government agrees with the observation of the Committee that 
there was lack of synchronisation of the different activities taken up 
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in connection with the implementation of the integrated scheme of 
the Hindustan Zinc Ltd. 

2. This was to some extend inherited from the Metal Corporation 
-of India. In the case of the 500 tonnes Ball Mill, order for the same 
was placed by the Metal Corporation of India as early as 1962. The 
Mill equipment had already been imported and was lying in the 
Bombay port due to the inability of the Metal Corporation of India 
·to pay the customs duty. 

3. After the acquisition of the undertaking, Hindustan Zinc Ltd . 
. 80t the mill released from the Port and installed the same. Trial 
run of the lI4ill was taken up in September, 1966 but it could not be 
>commissioneC till about December 1967 on account oi inadequate 
power supply from the RSEB. 

4. The question of power supply for the Hindustan Zinc Ltd. was 
1:aken up with the Rajasthan State Government at the highest level 
but due to inadequate power availability from the Chambal Project 

and delay in the commissioning of the Ranapratapsagar Power Pro-
ject. adequate power could be obtained only in December, 1967. 

5. The attention of the Hindustan Zinc Ltd. has been drawn to 
·the need for aiming at optimum synchronisation of its different acti-
vities t'ide copy of letter No. 54012 (47) -Met. II dated 30th August, 
1976 (Appendix IV). 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1) i76-Met. II dated 4-11-1976]. 

Recommendation (S. No. 11 Paragraphs %.46 " %.47) 

The Committee regret to note that the scheme of renovation en-
~saging additions and modifications to the existing Ball Mill at a 
cost of Rs. 17.19 lakhs including balancing equipment for Rs. 4.60 
lakhs which was expected to be completed by December, 1970 was 
-actually c:>mpleted in August, 1971 after a delay of 8 months and 
that too without the balancing equipment. The Management ad-
mitted that the delay was due to managerial lapse and necessary 
Clction was taken. 

The Committee find that though the scheme included provision of 
balanCing equipment and the scheme was to be completed in De-
cember 1970, the equipment for renovation was ordered only in 
July, 1970. The Committee regret to note that despatch instruc-
tions for the equipment which were ready kJr supply as early as 
October, 1970 were actually given only in Dece~ber. 1970 re!l\dting 
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in payment of bonus of Rs. 46,000. The Committee are informed 
that the delay was on account of consideration of the economics of 
rail v.. road transport and ultimately the negotiatiOlllS for road 
transport took considerable time. It has been contended that eveD 
if the equipment had arrived earlier, payment of bonus would have 
been attracted according to the terms of the agreement. The Com-
mittee see no reason why the comparative economic and feasibility 
of the rall " •. road transport ahould not have been assessed even be-
fore placing order for the equipment required for the renovation of 
the existing Ball Mills instead of waiting till the equipment was 
ready. The Committee are not convinced of the reason that even 
ii the equipment had arrived earlier, payment of bonus would have 
been attracted. The Committee need hardly stress that recurrence 
of such lapses should be avoided in future with proper planning and 
fore-sight. 

Reply of Government 

The Government accepts the recommendation of the Committee 
that recurrence of lapses of the nature brought out in paras 2.46-
2.47 should be avoided in future with proper planning and foresight. 
Instruction in this regard have been issued to the Company vide 
letter No. 54012(31)/76-Met. II dated 16-8-1976 (Appendix V). 

[Ministry of Steel and Mines-Department of Mines O.M. No_ 
54012 (1) I 76-Met. II dated 4-11-1976]. 

Beeommendatlon (S. No. 1% Paragraphs :2.58 to 2.60) 

The Committee are surprised to note that before taking any final 
decision about the capacity of the new Ball Mill the Hindustan Zinc 
Ltd. sent to Government in January, 1968 a proposal to install a new 
Mill of the capacity of 2000 tonnes per day and without waiting for 
the approval of Government went ahead with calling for alternative 
quotatians in April, 1968 in respect of capacities of 1000 and 2000 
tonnes Ball Mills respectively. It was only in December, 1968 that 
the Board of Directors decided that installation of the 2000 tonnes 
Ball Mill need alone be taken up. The Committee find that the 
Board of Directors decided in February, 1969 to appoint a sub-Com-
mittee which recommended invitation of revised quotations in 
March. 1969 which were received in May, 1969. Approval of the 
Government for the Project was conveyed only after the Manage-
ment had already awarded the contract for the work on 31st July. 
1969. Even thereafter, it took almost one year for the Undertaking 
to communicate its formal acceptance of the offer to the contractor 



which was done only in May. 1970. The Committee are distressed. 
to note that as admitted by the Management, reckoning upto the-
date of issue of letter of intent i.e. 31-7-19169, the Company took little 
more than 2 years to take a decision for awarding the contract; such 
a gap between the decision to put up essential milling capacity-
(March, 1967) and decision to award the contract (July, 1969) cannot 
be fully justified. 

The Committee were also informed that in the successful ~ender, 
which was the lowest, many operationally essential items were not 
included. The Committee are led to conclude that the system of 
scrutiny of tenders has not been proper. 

The Committee recommend that the entire matter regarding the' 
award of the contract and the delay on the part of the Ministry and 
the undertaking in taking a final decision about the setting up of the' 
Mill should be thoroughly investigated by a expert committee in 
order to pinpoint lapses and fix responsibility. The Expert com-
mittee should also examine whether it would not have been better-
to launch a short-term scheme for the development of the mill capa· 
city to 1000 tonnes in the first instance as was recommended by the 
Consultant originally in 19'61 before the Company was taken over 
by Government and whether it would not have been advisable to' 
award the contract on the basis of the tenders originally received: 
instead of calling fresh tenders. 

Reply of Govenunent 

The matter has been referred to an Expert Committee constituted' 
by the Government t7ide Memorandum No. 54012 (73) i7~Met. If 
dated 12-11-1976 (Appendix II). The results of the inquiry/investi-
gation by the Expert Committee, will be submitted to the Commit-
tee soon after the same are received. 

[Ministry of Steel and Mines-Department of Mines O.M. No~ 
54012 (1) 176-Met. II dated 4-11-1976]. 

Further Information called for by the Committee 

In regard to the above recommendation, it has been stated that 
the matter has been referred to an Expert Committee constituted by 
the Government. Please state-

(a) When was the Committee required to submit the Report. 

(b) Has the Report been submitted by the due date? If not,. 
what are the reason for the same? 



(c) When is the report likely to be submitted? 

(d) In case the Report has been submitted by the Committee, 
please furnish a copy thereof. 

(e) What action has been taken by Government/Hindustan 
Zinc Ltd. on the Report submitted by the Committee? 

Further Reply of Govemmeat 

(a) to (e). The Committee was to submit its Report within a 
-period of six months i.e. by the 11th May, 1977. 

However, in view of the heavy work load involved in examining 
in depth the voluminous data and material on the points for exami-
nation and also because the Member-Secretary of the Committee 
had to be away for about 4 weeks abroad for a United Nations Train-
ing course, the Chairman of the Committee has requested that the 
time limit for submission of the report be extended upto 31-7-1977. - Further Information eaIled for hy the Committee 

Has the Report of the Expert Committee been examined by the 
Ministry? If· so, what action has been taken thereon? 

Further Reply of Govermnent 

As recommended by the Committee on Public Undertakings, the 
matter was referred to the Expert Committee constituted by the 
Government vide Memotandum No. 54012 (7) /76-Met. n dated 
12-11-1976. (Appendix II). 

2. The conclusions/observations made by the Committee are re-
produced below:-

11.3.1 Award of Contract 

(i) The Board of Directors took a decision in March 1967 to 
put up a mill of capacity of 2000 tpd for treatment of 
lead-zinc ores from Central Mochia. However, the letter 
of intent for the installation of the mill was awarded only 
in July 1969 after a lapse of over two years. It is noticed 
from the chronology of events narrated above that about 
a year (March 1967 to April 1968) was taken by HZL for 
working out the detailed specifications for the various 
mill equipment, civil works, services and utilities etc. 
their estimation. and preparation of tender documents; 4 



(ii) 

to 5 months May, 1968 September, 1968 by various indi-
g~nou!> firms to submit their offers; 8 to 9 months (Octo-
ber 1963 to July 1969) by HZL in scrutiny of: tenders, dis-
cussions, obtaining clarifications and revised tenders from 
the firms and their further scrutiny etc. 

On an analysis of the course of events, it emerges that lack 
of adequat:! expertise and previous exp::!rience in process-
ing a project of this kind and magnitude contributed to a 
major extent to the delay. The mill was indeed a major 
investment centre and comprised of numerous machinery 
and equipment manufactured by different companies in 
India and some abroad, as well as of civil structurals, 
foundations, electricals, water layout etc. Moreover, a 
plant of this mafnitude for beneficiation of lead and zinc 
was the first of its kind in India. The company undertook 
this task with the available expertise and limited ex-
perience. They tried to work out the requirements of 
machinery, civil specifications electrical and water re-
quirements etc.· and took the assistance of some external 
technical experts in the country, Nevertheless, repeated 
discussions had to be held with the various firms to obtain 
clarifications and fresh and revised tend ?rs were called 
to overcome the inadequacies. The cc:npany also seemed 
to h3ve proceeded with much caution to ensure that the 
various factors were taken into account. Thus, consider-
able time was lost. The tenders on the other hand also 
were not having ad?quate experience in construction of a 
project of· this kind in as much as the tenders came up to 
expectations only after repeated discussions and clarifica-
tions. 

(iii) HZL also vacillated f:Jr some time in taking a decision to 
go in either for a 1000 tpd plant in first instance or for a 
2000 tpd plant. But thls did not result in any undue delay 
as they took the precauti:)D of calliDe for tenders for both 
simultaneously. 

(iv) The Ext>ert Committee is therefore led to c:mclude that 
the unduly long time taken for award of contract for the 
mill was generally on account of inadequacy of exper-
tLce and exper'ence available at that time for a project 
of this kind and the delays were not due to negligence 01' 
lack of efforts on the part of HZL/Miniltry. 
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11.3.2. Capacity of the Mm

The Expert Committee agree that the decision, to install a 200()
tpd mill is justified, for the following reasons:-

(a) The new mill of 2000 tpd capacity was recommended by
the French Consultant to match the production of 2090
tpd of ore envisaged from the Mochia mine as well as the
requirements of concentrates for the smelter designed
for 18000 tpd metal.

(b) It would have been considerably more expensive to go in
for the 1000 tpd plant in the first instance and for another
1000 tpd plant at a later stage. Further, installation of a
1000 tpd mill might not have resulted in any substantial
saving in time.

(c) If the new mill capacity had been restricted to 1000 tpd
in the first instance, the mill could have been utilised to
treat up to 300000 tonnes of are per annum. For any pro-
duction levels in excess of this quantity, it would have
been necessary to have milling capacity in excess of 1000
tpd, As borns out from the f:llowing table, while a 1000
tpd mill could have been adequate upto 1973-74, beyond
this period, a larger capacity would have been necessary
for treating the additional quantities of are arising from
the mines. Further, it would not have yielded, under the
prevalent conditions, adequate quantities of concentrates
to meet the requirements of the smelter. Moreover, as
noted by HZL, if any, excess concentrates became avail-
able from the 2000 tpd mill, they could have been easily
sold to Cominco Binani, whose plant is based :n: imported
concentrates.

Unlt : 'I'o nnes

Ore treated Zinc Concentrates Total Con,umption
produced ofDebari Smelter

!WOO tnd Old mill 2000 (pd. Old Mill
mill mill

1972-73 G0993 290580 2708 15808 18516 2872[

1973-74 263827 195446 1291 [ 12164 25075 2363[

1974-75 356835 271755 16780 14533 31313 34343

1975-76 431414 283650 24196 16647 40843 36927

1976-77 504700 303800 26110 17278 43388 43247



1\.3.3. Need for revised tenders

'l'he original tenders for the ball mill were received on 3-10-1968
and the revised final tenders were received by 30-4-1969. The time
intei val between them was about seven months. It is apparent that
durir g the above period of almost seven months, modifications in
technical and commercial specification were done by the company
and . epeated clarifications and revised quotations were obtained
from different firms, The initial tenders were not complete enough
in all respects to enable a decision to be taken to award tho: contract.
The Expert Committee is, therefore, of the opinion that it was not
feasible to award the contract on the basis of the tenders initially
received. . l ,<1i'I.-.ai '

. ~ .j-,~"'t-t",l.2

3. The Government accept the findings of the Expert Committee.
[Ministry of Steel and Mines-Department of Mines a.M. No.

54012(1) I76-Met. II dated 8-2-1978].

Recommendation (Serial No. 13)

Recommendation (S. No. 13 Paragraphs 2.66 to 2.68)

'rl e Committee find that after issue of the letter of intent in
July, 1969 M/s. McNally Bird Engineering Company were to com-
plete the work regarding erection of 2000 tonnes Ball Mill by
October, 1971. Subject to the condition that the firm would inter
aHa, get the import licence from Government within 90 days of
submission of the application and that the undertaking would
assist the firm in obtaining quotas etc. for controlled items, parti-
cularly steel. The erection of the entire plant was, however, corn-
pleted in April, 1973. The delay in the erection of the Mill has
been attributed to the difficulty encountered by the firm in ob-
tai ling the import licence and in procuring steel.

The Committee note that immediate'y after receipt of the letter
of irr'ent in July, 1969 the firm approached the Joint Plant Com-
mittee for the procurement of steel plants and sheets and sought
the assistance of HZL who in turn reported the matter to the De-
partment of Mines. It was only in December, 1970. that the
Department of Mines informed HZL that the supply position from'
indzenous sources was bad. Formal clearance of the Department
of Steel to import about 1686 tonnes of steel plates was obtained
ionMarch, 1971.

The Committee have earlier recommended the appointment of
an Expert Committee to invest' gate the delay in taking decision
about the erection of the Mill. They would like that the further
delay caused in the erection of the mill due to non-availability of
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essential i~ems like s~eel should also be investigJted by t:1e Expert 
Committee in order to find out the extent to which delay" could have 
be:!n avoided with pr:>per planning and foresight. 

Reply of Government 

The matter has been referred to an Expert Committee constituted 
by the Government vide Memorandum No. 54012 (73) /76-Mel II 
daterl 12-11-1976 (Appendix II). The results of the inquiry /investi-
8ath n by the Expert Committee. will be submitted to the Commit-
tee I Don after the same are received. 

[Ministry of Steel and Mines-Depar'ment of Mines O.M. No. 
54012(1) /76-Met. II dated 8-12-1976]. 

Further Information aDed for by the Committee 

In regard to the above recommendation, it has been stated that 
the matter has been referred to an Expert Committee constituted 
by tl~ Government. Please state-

(a) When was the Committee required to submit the Report. 

(b) Has the Report been submitted by the due date? I.f not; 
what the reason for the same? 

(c) When is the report likely to be submitted? 

(d) In case the Report has b~en submitted by the Committee, 
please furn ;sh a copy thereof. 

(e) What action has been taken by Government/Hindustan 
Zinc Ltd. on the Report submitted by the Committee? 

Further Reply of Government 

(a) to (e). The Committee was to submit its Report within a 
period of six months i.e. by the 11th May, 1977. 

Fowever, in view of the heavy work lOld involved in examining 
In df pth the voluminous data and material on the points for exami-
naticn and also because the Member-Secretary of the C:>mmittee had 
to b,.. away for about 4 weeks abroad for a United Nations Trainin!f 
cour~e. th~ Chairman of the Committee has requested that the time 
limit for submission of the report be extended upto 31-7-1977. 

Further Information called for by the Committee 
Fas the Report of the E~rt Committee be~n examined by the 

Minh "'y? If so, what action has been taken thereon? 
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Further Reply o.f Government 

As rec:>mmend?d by the Committee on Public Undertakings, the 
matter was referred to the Expert Committee constituted by the 
Government vide Memorandum No. 54012 (73) /76-Met. II dated 
12-11-1976. (Appendix II). 

2. The conclusions/observations made by the Expert Committee 
are reproduced below:-
11.4.1. Foreign exchange release anti Import Licence for Equipment 

Ab:>ut 5 months (August 1969 to January 1970) were taken in 
working out the details of specifications etc. of Ute imported units 
on the part of HZL and MBE. About 6 months (February, 1970 to 
July, 1970) were taken in submitting the proposals as desired by 
DGTD. No explanation for this delay was available fr::nn HZL. 
The Expert Committee is of the vi?w that with proper planning and 
adequate follow-up action much of this time could have been cur-
tailed. 

There has been some delay, about 3 months (February 1971 to 
May 1971), on the part :If HZL to ascertain the procedural formali· 
ties to be adopted. There was a delay of about 2 months on the part 
of MBE after receipt of the sanction of foreign exchange release only 
to enquire about the mode :If payment. The State Bank of Bikaner 
and Jaipur took about 31 months (15-6-1971 to 28-9-1971) to provide 
• draft for Rs. 2 lakhs in Foreign Exchange. The Expert Committee 
is of the view that with proper planning and adequate foll:lw up 
action, much of this time could have been curtailed. 

11.4.2. Procurement of Steel 

There was acute shortage of steel during 19'70-72 and the Mini~ 
try and HZL made lot of efforts towards obtaining pri:>rity allocation 
of steel for the project through Steel Priority Committee but with-
out much tangible timely r?sults. The priorities granted in diffe-
rent periods were much less than the quantities applied for and the 
cJmpany actually received still less quantities that the priorities 
allo:ated. Considerable amount of steel as available in the open 
market was also purchase:! by MBE. The steel plates es~ential for 
ban mill had to be imported after efforts to procure them indigen· 
ously failed. The Expert Committ'?e is led to cJnclude that the 
scarcity of steel was a major contributing factor to the delay in erec-
tion of the mill and that there was no major lapse .:m the part of HZL 
an:! Ministry and under the then prevailing uncertainti'!5 in respect 
of availability :>f steel. any normal planning might have gone out of 
gear. 
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3. The observations of the Committee have been considered by 
the Government and the same communicated to the 
company vide letter No. 54012 (112) 176-Me~ II dated 6-2-1978 (Ap-
pendix VI) to enable them to take auitable mearures to avoid such 
delays in future. 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012 (1) f76-Met. II dated a-2-1978J 

Rf'CommendatioD (S. No. 14, Paragraphs 2.75 " 2.76) 

The Committee find that the French expert from MIs. Pennar-
roya who submitted a report in December. 1966 expected that the 
new mill of 2000 t:mnes per day capacity would be commissioned in 
January. 1970 and that the full production from C~ntral Mochia 
Mine to feed the new mill would come up in Janull'l'Y, 1972 thereby 
indicating a gap of about two years between the commissioning of 
the mill and the commencement ot full production from the mine. 
The mill was, however, completed in April, 1973 and the develop-
ment of the mine was completed in 1974. During evidence the re-
presentative of the Ministry stated that "the Ball Mill was a part of 
"the whole thing and till the B311 Mill was completed, the mine deve-
lopment could not go on bey:md a point". 

The Committee have already recommended the setting up of an 
Exp~rt Committee to go into the whole question of delay in regard 
to the erection. of the 20C{) tonnes per day Mill. They recommend 
that Government should examine the case critically to find out whe-
ther the delay could have been avoided and the Committee inform-
ed of the results. 

Reply of GovermneDt 

The matter has been referred to an Expert Committee constituted 
by the Government vide Memoranchlm No. 54012 (73) f76-Met. U 
dated 12-11-1976, Appendix n. The results of the inquirylinvestiga-
tion by the Expert Committee, will be submitted to the Committee 
loon after the same are received. 

[Ministry of Steel and Mines-Department of Mines OM .No. 
54012 (1) /76-Met. II dated 8-12-1976J 

Farther iDIormatiOD called for by tte Ccmmlttee 
In regard to the above recommendation, it has been stated that 

the mqtter has been referred to' an Expert Committee constituted 
by th .. · f"'lIOvernment_ Please state-

Ca> When was the Committee required to aubmlt the Report, 
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(b) Has the Report been submitted by the due date? U DOt, 
what are the reasJns fOr the same? 

(c) When is the report likely to be submitted? 

(d) In case the Report has been submitted by the C:lmmittee, 
please turn ish a copy thereof. 

(e) What action has been taken by Government/Hindustan 
Zinc Ltd. on the Report submitted by the Committee? 

Further Reply of Government 

(a) to (e) The Committee was to submit its Report within a 
period of six months i.e. by the 11th May, 1977. 

H:>wever, in view of the heavy work load involv~d in examining 
in depth the voluminous data and material on the points for exami-
nation and also because the Member·Secretary of the Committee 
had to be away for about 4 weeks abroad for a United Nations Train-
ing course, the Chairman of the C::Jmmittee has requested that the 
time lmit fJr submission of the report be extended up to 31-7-1977. 

Further InfonnatIon called fOf by the Committee 

Has the Report of the Expert Committee been examined by the 
Ministry? If so, what action has been taken thereon? 

Further Reply of Government 

As fecommended by the Committee on Public Undertakings, the 
matter was referred to the Expert Committee constituted by the 
Government vide Memorandum No. 54012 (73) /76-Met. II, dated the 
12th November, 1976. (Appendix II) 

2. The conclusions/observations made by the Expert Committee 
are reprodu-=ed below:-

(i) There was a delay of '35 months in the completion o' 
'assembling of skip hoist and loading station', which was 
critical to the production of. ore from the levels belJw the 
4th level. The slippages in the Main Shaft commission-
ing caused delays in the completion of the inter-dependent 
activities which could nO\ be taken up for implementation 
In parallel. 
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(H) The schedule drawn up by Mr. Gratacap in 1966 clearly 
envisag~d synchronisation :>f the Main Shaft skip opera-
tion with the commissioning of the new mIll to achieve 
the production build up from 1000 tpd to 2000 tpd Al-
though th;! skip hoist was ready for operation :m 31-12-
1971, it was actually commissioned on 1-9-1972, after a 
delay of eight months. The Expert Committee attributes 
this time lag to the delay in the completion of 2,000 tpd 
new mill, the first phase (1000 tpd) of which was com-
missioned in July, 1972 and achieved stabilised opera-
tion in October, 1972. 

(iii) As r;!gards underground development activity (including 
auxiliary shaft and stoping) the Expert Committee noted 
that HZL had taken steps to minimise the delay in the 
underground development by departing from the sequence 
of operations visualised by Mr. Gratacap and implement-
ing certain sub-activities without waiting for the com-
pletion of the Main Shaft. But fJr these departures, the 
construction oi the mine would have been further delay-
ed. Yet, HZL took 27 months to reach the full produc-
tion level of the mine from the time the skip went to ope-
ration as c:>mpared with the time schedule of 3l months 
proje::ted by Mr. Gratacap. The Expert Committee are 
of the view that considering the delays in the fulfilment 
of the essential pre-conditions laid down in Mr. Gratacap's 
schedule of prodUction. especially in respect of delays in 
the procurement of equipm~nt, delays in the commission-
ing :>f auxiliary shaft, shortage of water and frequent 
power interruptions, the slippace in the' underground mine 
construction schedule was inevitabh. The Expert Com-
mittee also noted that paucity of technical officers with 
requisite expertise and certain natural calamities such as 
floods in 1973 also contributed to the delays. 

(Iv) The Expert Committee observed that aIthJugh the 
management considered in August, 1966 that it would be 
possible to reach the production level of 2000 tpd only in 
July. 1973 they had accepted the time schedule drawn up 
by Mr. Gratacap in 1968 which envisaged a crashing of the 
produ:tion build-up period (1000 tpd to 2000 tpd) to 23~ 
months. Further, even in March, 1971, the HZL indicated 
to the Ministry of the possibility of not only achieving the 
production target as scheduled but o~ even further cra~h
lng the target date by as much as six months by followmg 
the PERT/CPM techniques recommended by BPE. Later, 
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implementation of the network schedules drawn up by 
the National Productivity Council in consultation with the· 
Management wer.:! dropped as they were c;)nsideredun-
realistie. 

3. The findings of the Expert Committee have been considered. 
by the Government and the same hav? been communicated to the-
Hindustan Zinc Ltd. vide letter No. 54012(111)176-Met. II dated 
6-2-1978 (Appendix VII) for gUidance. 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012 (1) /76-Met. n dated 8-2-1978J 

Becommt'DdatiOD (Serial No. 11, Puqrapbs 2..1 a Z.92) 

The Committee find that the study team of the Bureau 1)f Public' 
Enterprises recommended as far back as in 1969 that the develop-
ment of mines and mills needed to be speeded up and its progress; 
watched and controlled S:l that it was completed by December, 1971, 
the target ftxed by HZL. The BPE also recommended that planning. 
progressing and monitoring functions be conducted through PERT. 
In the mean time certain short term improvements were essential tOo 
raise the production of concentrates to the maximum and reduce the' 
dependence on imported concentrates for achieving efficiency of zinc· 
lI1lelter. The Committee are not sure whether the short term mea-
sures were put into operation so as to cut down the import of con-
centrates. 

The Committee have already commentend upon the delay in the' 
development of mining and milling capacity and recommended in-
vestigation of the delays ;)n the part of the Management and Minis-
try at various stages. The Committee would like that responsibility 
for the huge national loss due to these lapses should be fixed and 
Committee informed. 

Reply of Government 

The matter has be~n referred to an Expert Com!nitte? c:mstitutect 
by the Government vide Memorandum No. 54012 (73) /76-Met. II 
dated 12-11-1976 (Appendix n). The results of the inquiry /investi-
gation by the Expert Committee, will be submitted to the Commit. 
tee soon after the same are receiv?d. 

[Ministry of Steel and Mines-Department of Mines OM NO". 
54011(1)I76-Met. II dated 8-2-1976} 
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Further Information Called for b7 the Committee 

In regard to the above recommendation, it has been stated that tha 
matter has been referred to an Expert Committee constituted by tha 
Government Please state-

(a) When was the Committee required to submit the Report 

(b) Has the Report been submitte:i by the due date? If not, 
what are the reason f'Or the same? -

(c) When is the repor'; likely to be submitted? 

(d) In case the Report has been submitted by the Comndtee 
please furnish a copy thereof. 

(e) Wllat action has been taken by Government/Hindustan 
Zinc Ltd. on the Report submitted: by the Committee? 

Further Rep!y of Government 

(a) to (e). The Committee was to submit its Report within a 
period of six month i.e. by the 11 ~h May, 1977. 

However, in view of the heavy work ~oad involved in examining 
in depth the voluminous data and ma'erial on the points for exami-
nation and also because the Membe: ... 1ecre~ary of the Committee had 
to be away for about 4 weeks abroad for a United Nations Tra'ning 
course, the Cha:.rman of the Committee has requested ~hat the time 
limit for submission of the report be extended up to 31-7-1977. 

Further Information Called for by the Committee 

Has the Report of the Expert Committee been examined by the 
MiniStry? If so, what action has been taken thereon? 

Further Reply of Government 

As recommended by the Committee on Public Undertakings, the 
matter was referred to the Expert C:>mmittee constituted by the 
Government vide Memorandum No. 54312 (73) j76-Met. II dated 
12-11-1976. (Appendix II). 

2. The recommendations/conclusions/observations made by the 
Expert Committee are reproduced below:-

(4) Although the BPE made 18 recommendations in their re-
port, they have not sp~ifically indicated the Sh:>rt Term 
Measures. To this extent HZL is justified in stating that 
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abey are not aware of any recommendations towards i~ 
plementing Short Term Measures. Neverthdess, it is ap-
parent from the recommendations of the BPE that they 
wanted action to be taken on several of their r~commen
dati:ms within a short span of 2-3 months. In some cases, 
immediate action was also recommended. For example, 
some of the measures recommended for early action by 
BPE are as follows:-

(i) Completion o~ preparation of PERT /CPM schedules 
within 2-3 months. 

(ii) Effecting improvements in the separati:m and manage-
ment in the beneficiation plant, in maint~nan:e of 
equipment and in providing balanci:J.g items. 

(iii) Finalisation of plans for developing East and West 
Mochia and Balaria Mines within 1-2 months and taking 
up implementation without any loss of time. 

(iv) The organisation chart bringing out clearly the structu-
ral relationship, demarcating the line3 Jf authGrity and 
the channel of reporting for efficient management should 
be finalised without delay. 

(b) The Expert Committee is satisfied that HZL had taken 
action to implem?nt the various measures recommended 
for elrly action by BPE. Nevertheless, the Expert Com-
mittee felt thlt HZL should have p"..Irsued with PERTI 
CPM methods for mJre effective monitoring and better 
synchronisation in the implementation of various activi· 
ties under mining and milling. 

3. The findings of the Expert Committee have been considered 
by the Government and the same communi::ated to the Hindustan 
Zinc Ltd. vide let~er No. 54012 (110) 176-Met. II dated 6-2-1973. 
(Appendix VIII). 

[Ministry of steel and Mine~Depa!"tment of Mines O.M_ No. 
54012 (1) f76-Met. II dated 8-2-1978] 

Becommendation (Serial No. 17, Paragraph %.110)' 

The Committee find that the estimated cost of the Tidi Dam en-
trusted by HZL to the Raiasthan Government for construction h:>d 
been revised from Rs. 60.42 lakhs in October, 1969 to Rs. 67.42 lakh. 
In April, 1971 and finally to Rs. 85.07 1akhs in April, 1972 for a height 
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of 1376 ft. MSL. in Arril 1972 the State Government further revis~d 
the estimate to Rs. 99.69 lakhs for a height of 1,407 ft . .MSL. The 
State Government were asked to stop the work at 1376 ft. MSL 
and the dam is now being completed by HZL upto a height at 
1407 ft. MSL a~ the estimated cost of Rs. 112.25 lakhsl According 
to HZL "the estimate of Rs. 93.69 lak'ls framed by the State GJV-
ernment for the full height of the Dam was very unrealistic" in 
as much as even for completing the dam upto 1376 ft. MSL level, 
the expenditure would have touched Rs. 90 lakhs. They would 
like the Ministry to examine as to how for the revised estimate 
of Rs. 112.25 lakhs was reasonable and why the work ccr<1ld not 
have been got completed by the State Government as was done 
earlier. The Committee would like to be informed of the results. 

Reply of Government 
As desired by the Committee, the entire matter regarding cost 

of the Tidi Dam and why the work could not have been got comple-
ted by the State Government has been looked into and it is seen 
as followl:-

2. As stated in para 2.110 of the Report, the Rajasthan Govern-
tllent had revised in April 1972 the cost of the Dam to Rs. 85.D7 lakhs 
(for 1376 ft. height) and Rs. 99.69 lakhs (for 1407 ft. height). On 
receipt of the comments of the Central Water and Power Commis-
sion on the revised cost estimates, the Hindustan Zin-: Ltd. revizw~ 
the matter in April 1973 and it was found that the cost of construc-
tion of the dam would exceed the April 1972 estimates of the State 
Government for the heigU upto 1376 ft. By their letter dated 30-3-
13 the State Government had demanded a further sum of Rs. 5.11 
lakhs for completing the dam urto 1376 ft. level. This plus the 
expenditure of about Rs. 84.25 l::khs already stated to have been 
incurred by the State Government, meant that the cost of the dam 
upto 1376 ft. would go upto Rs. 89.36 lakhs. The Company was, 
therefore, doubtful if the State Government would complete the 
dam uplo 1407 ft. MSL within the revised estimate cost of Rs. 99.69 
lakhs i.e. raising the height of the dam by 31 it. at a cost of Rs. 10.33 
l::khs. 

3. It was also found that t~e water stored in the dam (to the 
. extent already co~p!eted) would take care of the requi:"ements of 

the company uplo 1977. If the dam was CQmplet:o>d to the full height 
immediately. the chances of the company being asked to supply 
unutili>ed water for irrigation purposes could not be ruled and once 
this pr::ctlce was started it would be difficult to stop the S"llne when 
the company's own requirements increased. 

4. In view of the above and having regard to the views expressed 
by the Central Water and Power Commission in regard to the over-
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all availability of water, Hindustan Zinc Ltd. felt that it would De 
desirable to collect adequJte hydraulic data before deciding to build 
the dam urto the full height of 1407 ft. and necessary approval 01 
the Board was obtained in June 1973. 

5. The decision to complete the dam upto the full height was 
taken by the Board of the comp:my in December 1974 on considera. 
00;1 of a note of the management dt~r studying the behaviour of 
the catchment area of Udaipur which reve~bd that if there were two 
consecutive years of drought, there would be serious water problem. 
The work was taken up by the company and completed in 1975-76. 

If. Aglinst the revised -:ost estimates of Rs. 112.25 lakhs the actunl 
expelditure has been Rs. 102.13 lakhs which includes payment of 
Rs. 77.13 lakhs made to the State Gove:-nment for the work done by 
them and balance of Rs. 25 lakhs for the work done by the company. 

7. R~gardlng reasonableness of the revi<;ed estimate of Rs. 112.25 
lakhs it mly be stated that the revi3ed estimates of the State Gov-
ernment (April 1972) amounting to Rs. 99.69 lakhs for a height of 
1407 ft. were examined by the Central Water and Power Commis-
Eion in 1972 and found to be reasonable. The subsequent estimate 
of Hhdu3tan Zinc Ltd. of Rs. 28.00 lakhs for raising the height of 
the dam from 1376 ft. to 1407 ft. been examined in consultation with 
the Cent:-al Water Commission ~nd the Commission has found the 
Slme gene:ally in order on 25-11-76. The company has, in fact, 
been able to complete the work at a cost of Rs. 25 lakhs as against 
its estimate of Rs. 28 lakhs. 

8. It is seen that in view of its past experlenc~ of frequent reo-
vision in the cost estimates and stoppages of work on the part of 
the State Gove~ment. Hindustan Zinc Ltd. did not entrust the work 
of raising the height of the d,am to the full height to the Rajasthan 
Government. 

[Ministry of Steel and Mlnes-Det:'artment of Mines O.M. No. 
54012 (1)/76-Met. II dated 2-4-19771 

Recommendation (S. No. 19, Paragra,h 2.112) 

The Committee also note that out of the total claim of State 
Government for Rs. 84.25 lakhq a sum of Rs. 77.13 lakhs has been 
paid by Hindustan Zinc Ltd. The Committee· would like to be fD-
formed about the setUement of the balaace. 
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KepI)' of Goverament 

The Hlndu3tan Zinc Ltd. has informed that in addition to the 
amount of Rs. 77.13 lakhs paid to the Rajasthan Government, a sum 
of Rs. 7.12 lakhs (which was subsequently revised to Rs. 5.62 lakhs) 
w.::s asked for by the State Government. The cost estimates of the 
State Government had, in fa:t, included a sum of Rs. 5.016 lakhs 
towards overhe'lds whi:h was subsequently increased to Rs. 12.94 
lakhs. As the provision of overh~ad was notional and did not repre-
sent actuals, the company requ~sted the State Government in 1972 
for sympathetic consideration. There fter, the State Government 
did not write back to H:ndustan Zinc Ltd. Hindustan Zinc Ltd. hu 
.~sumed that no further payment is due to the Rajasthan Govern-
~ent for construction of the Tidi Dam. 

[Min!.sl';y of Steel and Mines-Department of Mines a.M. No. 
54012(1)/76-Met. II dated 17-11-1976] 

Recommendation (S. No. 20, ParaJl'8ph 2.113) 

The Committee regret to find that though water w:s being drawn 
from the dam for the requirements of HZL from 1972-73. the dam 
was physically handed over only on 31st May, 1975 pending finalisa-
tion of the agreem~nt between State Government and HZL. The 
Committee would like to be informed about the finalisat'on of the 
agreement with the State Government and about the terms and 
conditions of w.lter supply. , 

Reply of Government 

The agreement between the Raja5t~an State Government and the 
Hindustan Zinc Ltd. far handing over of the Tdi Dam to t~e latter 
was exeuted on 17-9-76. A copy of the agreement indiC'lting the 
terms and conditions of water supply is enclosed (Appeniix IX). 

[Minhtry of Steel and Mbes-Derartment of Mines a.M. No. 
54012(1) /76-Met. II dated ~·1l-1976] 

Rec:ommendation (S. No. 21. ParBgTaphs 3.45 ta 3.(8) 

The Com-nittee find th3t the Fourth Five Ye-r Plan envisaged 
doubling of the capt~ity of two existing zin: smelters at Debar! with 
a capacity of 18,ooJ tonnes per annum and the zinc smel~er at Alwaye 
(in the private s~ctO':) having a capacity of 20.000 tonnes per annum 
Ilnd the settin~ up of a new smelter at Visakhapatn'lm for the pro-
ductbn of 30.000 to'mes per year. The lead smelter Ilt Tundoo wa. 
prorosed to b~ mo:lernised in order to ensure more effident wor~ 
and for increasing its capacity. 
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The Committee regret to note that the capacity for zinc and leael 

envisaged for the Fourth Five Year Plan could not be realised 
during hat per:od and all the projects mentioned above spilled over 
to the F,fth Five Year Plan. 

The Committee also note that zinc and lead metals worth about 
Rs, 215 (rores had to be :mporte::l during the years 1961-70 to 1974-75. 
The Ministry have stat:d that "the gestation p~rio:i of mining/smelt-
ing project is long and wit'l their limited exp~:"tise in the field 
coupled with general financial constraints fa-:ced during t!le Fourth 
Year' Plan per:od, the import of zinc/lead could not have been 
avoided." 

The Committe~ do not, however, agree with the views of the 
Ministry as they feel th3t if the delays which o::curred both on the 
part of the Mini5try and Management in sanctioning and implement-
Ing the various s~hemes had been avoid~d, the imports could have 
been reduced substanthlIy, if not eliminated. 

Reply of Government 

The Government has noted the above obse:"V3tion of the Com-
mittee and efforts are being made to expedite the proce~s of sanc-
tioning of projects and their actual implementation. -, 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
5ot012 (1) /76-Met. II dated 4-11-1976) 

Recommendation (S. No. 23, Paragraphs 3,52 to 3.55) 

The Commit~ee note that, in January, 1970, the undertaking ap-
pointed a TechnL:al Committtee under the Cha:rmanship of D:rector, 
National Metalh;rgical Laboratory, Jamshedpur, to examine the 
working of the Lead Smelter at Tundoo and re:ommend it3 develop-
ment. The Report of the Te-hnical Committee s:.tbm:tted in Janu-
ary, 1971 was cODli;dered by the Board in July, 1971. The Manage-
ment did not think much of the repor~" as it contained "~heoretical 
poss:bilities" which were not cons'dered "worthwhile". The Techni-
cal Commit~ee felt tha~ no expert assistance from outside was neces-
sary for the mod~rnisar.::m programme and that adequate Comoee 
tence was available in the Na~ional Metallurgi.;:al Laboratory. Tr.~ 

Commi~tee are surprised to note that the undertaking cons'dered 
the National Laboratory to be pr'marily a research organisaion "not 
quite c:'mpetent" to take up t'-le problems involved in the moder-
nisatbn of Tundoo Smelter. If that is so, t;,e Committee cannot 
appre~iate the rat'onale of appoint' ng the Technical Committee 
under the Chairmanship of the Direc~or of the National Labora~ory. 
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The Committee are informed that at the sugges~ion of the 
Department of Mines, the Undertak:ng decided in December, 1971 
to ent-:ust the work of preparation of fe3sibility/proje::t report for 
the 2nd phase of modernisation of Tundoo Smelter to Engineers 
India Ltd. (ElL). They are al~o informed that the report 
.ubmitted by ElL in May, 1973 after a delay of about 11 years, con-
tained several gaps technologically and otherwise and it was, there-
fore, not proceeded with. 

The Committee cannot appre::iate as to why the importance and 
llrgency of engaging competent experts for the development of 
Tundoo Smelter were not re"llised right at the beginning and why a 
feriod of 4 years from 1970 to 74 was lost in mak'.ng experiments 
with indigenous know-how. The de'ay in this regard is all the more 
.regrettable when it was well· known that the country was spending 
about Rs. 10 crores a year in foreign exchange during that period QJl 

-the import of lead to meet the ind;genoua reqUiremenl 

The Committee recommend that the Bureau of Publ!oC Enterprises 
ilhould make a case studv of the futile steps taken by ~he Management 
ilrst in appointing the Technical Committee and the ElL to recorr. 
'mend measures for the development of Tundoo Smelter and subse-
.quen~ly abandonin~ their repor~s on the ~round that these were not 
l1pto the mark. They would like the BPE to draw lessons from the 
case study and lay down guidelines (or the benefit of all the under-
takings. 

Reply of Government 

The above recommendafon was referred to the Ministry of 
Finance (Bureau of Public Enterprises) who have stated that they 
are ionitia!ing steps to make a case s~udy on the issue in question 
and issue such guid~lines as are considered necessary for future 
cuidance of all undertakings. 

[Ministry of Steel and Mines-Deuamne,t of Mines 0 M. No. 
MOI2(1)176-Met. II dated 27-11-1976] 

FurtIIer Informatl.. called flIr ),y the CoJDJDIttee 

Has the ease study on tbe issue in question been made and has 
the BPI bsued ~ldeUnes fot' future gu·danee to aU undertakings? 
If 110, pJeaae furnlsh • copy of the same. 

[Lot &abba Sectt. 0.J4. No. 23-PU/7i dt. 23-a-1Bn.) 
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carry out the necessary cue-study on the issue in question 10 that 
suitable guidelines cou.'d be formulated for issue to Public Enter-
prises. There has been some difficultY. in locating a competent Met-
a1.I.urgist, whose serviees are to be obtained for the purpose of the 
cue -study. However', efforts are being made to complete the case 
.tudy and issue the guidelines as early as possible. 

[l4inistry of Steel & Mines OfBce Memorandum No. MOI2(2) I 
77-Met. II dated 6th May, 1977] 

In their subsequent O.M. N(). 54012(2)/77-Met.II dated 23rd May, 
1977 Ministry have stated as follows:-

"the Bureau of Public Enterprises have informed this Ministry 
vide their O.M. No. PCRl1176lBPE Prodn. dated the 5th 
May, 1977, (Appendix X) that they have constituted a 
Study Team to undertake a case-study to evaluate the 
action taken by the management of the HiDdustan Zinc 
Ltd. in appointing a Technical Committee and· EngineerB 
India Ltd. to recommend the measures for the develop-
ment of Tundoo Lead Smelta'. 

The Study Team is required to submit 'ts report by the 30th 
.June, 19'77." 

Farther information caJled for by the Committee 

Has the Study Team appointed by the Bureau of Public Enterprises 
submitted its report and has the Bureau issued guidelines tor future 
guidance of all undertakings. If 10, please furnish a copy of the 
same. 

rarther ftlPly of Gov~t 

In purauaDee of recommendation No. 23 contained in the Mth 
~ of the Committee on Public Undertakings on Hindustan Zinc 
Ltd., the Bureau of Public Enterprises, vide their Oftlce Memorandum 
No. PCRI1/78/BPE/Prodn., dated 5th May, 1977 (Appendix X) c0ns-
tituted a Study Team which submitted its report in August, 197'7. 

The Bureau of Public Enterprises have stated that the draft guide_ 
lines baaed on the reeommendations of the Study Team have been 
prepared and eireu11lted to the administrative Ministries for com-
ments. A copy of the guidelines will be forwarded to the Lok !abba 
4597 LS-4. 
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Secretariat as soon as the same are issued by the Bureau. (The 
Ministry informed the Committee on 22-3-1979 that the guidelines 
have since been issued by the BPE on 15-7-1978). 

BeCOJDJDeDdation (8. No. Z4, Paragraph 3.14) 

The Committee find that the Task Force on Non-Ferrous Metals 
set up in June, 1972 assessed the requirement of .zinc and lead by 
the end of Fifth Five Year Plan as 200,000 tonnes and 118,000 tonne. 
respectively. It has been stated that the demand ior zinc and lead 
showed a significant drop since 1974. The Ministry /HZL have now 
assessed the demand to be 115,000 tonnes and 50,000 tonnes respec-
tively. The Committee are not sure if these figures are based on 
any realistic and scientific re'appraisal of the projected demand. 
They would, therefore, like that a realistic assessment of the future 
demand should be made particularly in view of the renewed spurt 
in industrialisation in the country. 

Reply of Government 

Taking into account the apparent consumption of zinc and lead 
during 1969·70 to 1975-76 (i.e. imports plus indigenous production) 
and applying the end-use method, after checking the norms of con-
sumption and the targets of production of the different consuming 
industrieS, the demand for zinc and lead, current and by 1980-81 
has been estimated in consultation with the Planning Commission, 
Department of Stepl. D.G.T.D., etc. as follows:-

--------------- -------------------
(In lorma) 

Zinc 

, ... ad ·46,000 49,000 52,000 58,000 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012(1) /76-Met.1I dated 27-11-1976] 

&ecommendaUon (S. No. zt, Paragr~ 3.16 to 3.18) 

The Committee note that in regard to lead there is likely to be 
a,considerablegap between the demand and the production capacity. 
The lead smelters at Tundoo and Visakhapatnam together would 
produce only 1'8,000 tonnes of lead as against the demand of 50.000 
as per present assessment. 



The Ministry have stated that there would be continuous rise in 
demand of these metals with rapid industrialisation and taking into 
consideration the relatively limited resources for the non-ferrous 
metals in the country it would be an open question whether at all 
points of time there would be self-sufficiency in these metals. 

The Committee recommend that as the gestation period of min-
ing/smelting projects is stated to be long, Government should do 
Dlanning on a long term basis in the matter of assessment of demand 
IUld take early action in creating adequate capacity to meet the 
demand indigenously so as to avoid dependence on imports as far 
as possible. 

Reply of GoveJ'l1llleDt 
In addition to the capacity of 18,000 tonnes per annum for pri-

mary lead referred to in para 3.66, capacity already licensed for 
refining secondary lead in the organised sector is 31,500 tonnes per 
annum. 

2. The above capacities for primary and secondary lead are 
expected to take care of the substantial part of country's present 
demand for lead. In addition, provision is being made in the Visa-
khapatnam lead plant to increase the capacity by about 6000 tonnes 
per annum by marginal addition to equipment· in future when 
demand increases. 

3. Though there would be continuous rise in the demand for zinc 
and lead metals in the wake o~ rapid industrialisation, recent studies 
made in the Planning Commission indicate that the demand for these 
metals has been almost static during the last 5-6 years the demand 
during 1971 to 1976 being between 80.000 to 85,000 tonnes per annum 
in the case of zinc and 35,000 to 40,000 tonnes per annum in the case 
of primary lead. 

4. The capacity for zinc and lead existing and under implementa-
tion. is likely to take care of substantial portion of the estimated 
demand by 1978-79 viz. 115,000 tonnes in the case of zinc and 52,000 
tonnes in the case of lead. Further additions to the capacity for 
these metals will be taken up when considered essential. 

5. As the gestation period of mIning projects is long, the Hindustan 
Zinc Ltd. is drawing up a "Ten Year Roll over Plan" covering 
estimates of ores reserves and schemes for their exploration and 
development with matching milling/smelting facilities with a view 
to reduce dependence on imports. as far as possible. 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012(1) f76-Met. II dated 27-11-1978] 
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JI'urdIer iafonutiea eaIW for by the Committee 

(a) Has the "Ten Year Roll Over Plan" covering estimate. of 
ore reserves and schemes for their E'Xploration and development 
been finalised? Please furnish a copy of the same. 

(b) If not, when will this be ready? 

FurtIler lIeply of Go ........ t 

<a) and (b). Hindustan Zinc Ltd. prepared a ''Ten Year Ron 
Over Plan" and submitted the same for the consideration ot the 
Hindustan Zinc Ltd. Board on 29/30-6-76. The Board decided that 
the Plan needed modification. The Company is preparing a revised 
Plan for Board's consideration. Copy of the Plan as submitted to 
the Board on 29/3()"6-1976 is enclo.ed. (Appendix XI). 

Further Infermation called for by the Committee 

Has the revised "Roll Over Plan" covering estimates of ore re-
serves and schemes for their exploration and development been 
finalised? If so, please furnish a copy of the same. Also please 
indicate the action taken to implement the plan. 

Further Reply of Gewmment 

Hindustan Zinc Ltd. has drawn up a Ten Year Plan for the 
eoDlpaDy for the year 197~79 to 1987-88 which is being submitted to 
the Board of Direetorn ;for consideration on 13-2-78. The same will 
be furnished to the Lok Sabha Secretariat immediately on receipt 
by the Government duly approved by the Board. (Since furnished. 
Not reproduced). 

Reeommendatiou (S. No. Z7, Paragraph 3.19) 

The Committee are also informed that the proposal for the con-
struction of another electrolytic zinc smelter having a capacity of 
100,000 tonnes in zinc and 5O,00~ tonnes in lead was originally in-
cluded in the Draft Fifth Five Year Plan but due to ftnanc:ial eona-
traints the project has been shelved for the time being. The Com-
mittee would like Government to take final decision in the matter 
keeping in view the comparative economics of importing zinc and 
lead and meeting the requirements indigenously. 

Reply of Government 

The relevant records have been checked. and it ia seen that the 
TMk Foree on Non-Ferrous metals set up in connection with the 
!OrmUla1ion of the developmental plans for the Fifth Plan had, inter 
alia. IndJcated the need for additional smelting capacity for zinc and 
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lead to bri4ge the then estimated gap betweetl the demand and indi-
genous availability of these two metals by the end of the Fifth Plan. 
Proposals for new smelting capacity, over aDd above that already 
under execution, were however, modified during the discussions 
prior to the fiDalisation of the dnft Fifth Plan document, which, 
in fact, visualised a 50,000 tonnes per annum zinc emelter, based 
on the Rajpura-Dariba are deposits (apart from the proposed ex-
pansion of the existing smelters at Debari and Alwaye and new 
smelter at Visakhapatnam). 

2. The proposals for additional smelting capacity for zinc/le8d 
(based on Rajpura-Dariba deposits) were not also put forward in 
the Annual Plans 1974-75 onwards. As stated in the written reply 
to the Committee by the Ministry after the oral hearing (EM-5) , 
Hindustan Zinc Ltd. had projected an idea for a new smelter of 
100,000 tonnes per annum zinc and 50,000 tonnes per annum lead, 
based on the ore deposits in Rajasthan and adjacent areas of Gujarat. 

3. In view of the drop in the demand noticed subsequently and 
the narrowing gap between the projected demand (the demand f(ll" 
zinc and lead by 1980-81 has now been· estimated at 135,000 and 
55,000 tonnes respectively as stated in reply to Recommendation 
No. 24) and the likely indigenous availability with the commission-
ing of the Debari zinc smelter expansion and the Viskhapatnam zinc 
smelter, greater emphasis is being laid on mine development. 

4. Total mine production from all the projects, already under 
development or for which project reports have been prepared, is 
estimated at about 90,000 tonnes per annum in the case of zinc (in 
terms of recoverable metal) by 1980-61 as against the smelting 
capacity of about 95,000 tonnes per annum already under imp. 
mention. In the case of lead, as against the smelting capa-
city of 18,000 tonnes per annum from Tundoo and Visakhapatnam 
smelters, mine production expected by 1979-80 (in terms of recover-
able metal) will be about 13,200 tonnes which will increase to 
about 17,200 tonnes by 1980-81 from all the mines of Hindustan 
Zinc Ltd. 

5. Final decision on additional smelting capacity for zinc/lead 
will be taken by the Government, at the appropriate time, keeping 
in view, meT alia, the comparative economics of importing zJ.nel 
lead metals for meeting the requirements indigenously, capacity 
that could be added by marginal addition to equipment in the exist-
ing smelters etc. 

[lrII.nistry of Steel and I4tDe&-Departmet of MiDes 
OK No. 54012 (1) /76-Met.ll dated 27-11-1976] 



" &eeODllDeadadea (s. No. Z8 Pau--..raphs Ut to 'oU) 

The Committee regret to note that though the Fourth Five 
Year Plan envisaged the augmentation of ore production to 4000 
tonnes per day by increasing the production from the Central 
Mochia Mine and by developing Balaria Mine in the Zawar reglon, 
the daily average ore production was only of the order of 1,521 
tonnes, 1,973 tonnes, and 2,367 tonnes during 1973-74, 1974-75 and 
1975-76 (April-November) respectively. The main reason for short-
fall in prodUction has been attributed to the delay in the develop-
ment of the mines and construction of beneficiation plant for Machia 
Mines. The Committee have already commented on the delay in 
the development of Central Mochia Mine in Chapter II of this 're-
port. 

The Committee regret to note that there have been considerable 
delays in finaliSing the other mine de.velopment schemes also. They 
find that there was a time lag of 31 years between the submission 
of feasibility report (January, 1970) of Balaria mine project and 
Government's aPl?roval (Septembeor, 1973) to the Detailed Project 
Report. In the case of Zawarmala-Baroi project though the feasibi-
lity report was submitted in January, 1970and approved in October, 
1970 the project report has not so far been finalised even after the 
lapse of over 5 years. Though -the project report for Rajpuora-
Dariba mines was sent to Government in February, 1973 the final 
cost estimates are in the proceSs of being updated by HZL and aore 
yet ~o be approved by Government. The Committee are informed 
that the time taken is somewhat long mainly due to the need to go 
tnto the details of several aspects by a nwnber of agencies. The 
Committee feel that project reports in respect of all the three 
mines have been and are being processed at a rather tardy pace. 
They recommend that the Government/Undertaking should oreview 
the procedures and streamline them so as to ensure that not only 
are feasibility /poroject reports prepared expeditiously but these are 
also finalIsed without delay. 

The Committee are informed that the Debari Smelter for the 
production of 45000 tonnes of zinc as envisaged under the expansion 
plan is based on indigenous zinc concentrates while the. Alwaye and 
Vizag Smelters for a production programme of 50000 tonnes af z'nc 
are based on imported concentrates. The Ministry have stated that. 
"as a prudent policy, the smelting capacity should be ahead I)f the 
ore/concentrate capacities even though. for a period, the diff:'!rence 
in the capacities mayhave to be utilised by smelting imported con-



centrates." The Committee however feel that it should be possible 
that all the three stages, viz., mining milling and smelting, should 
be synchronised so that there is no underutilisation of any of the 
capacities at any point of time. The Committee are informed that 
the "total capacities of the mines for which project reports have 
been submitted to Government comes to over 90,000 tonnes per 
year of metal". They are led to the conclusion that even when aU 
these projects are implemented, concentrates for meeting the de-
mand of the existing three smelters (which will have a rated capa-
city of 95,000 tonnes of zinc) will still have to be imported. The 
Committee cannot over-emphasize the need for minimising depen-
dence on imparts of concentrates. They stress that Government/ 
Undertaking should not spare any efforts to fully commission 
Balaria Mine according to schedule and finalise and implement the 
development schemes of Zawarmala-Baroi and Rajpura-Dariba 
mines without delay and ensure that these mines reach the rated 
capacity in the shortest time to feed the three smelters with zinc 
concentrates to produce upto 90,000 tonnes of zinc, as expected by 
the Undertaking, thus reducing impt>rts of zinc concentrates to that 
extent. 

Reply of GOvernment 

The Government agrees with the recommendation of the Com-
mittee that Government/Hindustan Zinc should streamline the 
procedures so as to ensure that not only are feasibility/project 
reports prepared expeditiously but these are also finalised without 
delay. In this connection, it may be stated that the procedure for 
scrutiny I processing of feasibility I project reports in respect of 
schemes costing more than Rs. 1 crore is laid down in the Ministry 
of Finance (Department of Expenditure) OM No. 26(6) IPF-III70 
dated 30-9-72 (Annexure to Appendix I). The OM, inter alia, lays 
down that feasibility/project reports should normally be brought 
up to the Public Investment Board within a period of three months 
of their receipt. Necessary instructions have been issued to officers/ 
sections in the Department of Mines to adhere to the time schedule 
in the processing of feasibility/project reports (vide Memo. No. 
54G12,(16)/76-Met.II dated 25-10-1976. (Appendix XII). 

2. Instructions have also been issued to the Hindustan Zinc Ltd. 
to ensure that feasibility/project reports contain adequate infor-
m,ation for taking investment decision so as to obviate frequent 
back references for additional information/clarifications, 11ide letter 
No. 54012 (16) I7~Met.U dated ~10-1976 (AppencHx XIII). 
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3. The Government also generally agree with the observation 

of the COJDJDittee that the mining, milling and smelting activities 
should be synchronised as far as possible so that there is no under-
utililation of any of the capacities. The attention of the Hindustan 
Zinc Ltd. has been drawn to the need for aiming at optimum 
synchronisation of its diiJerent activiti~ vide letter No. 54012(48/ 
76-Met.1I dated 30-8-76. (Appendix IV), 

4. The Government note that no efforts should be spared to 
fuuly commission the Balan. Mine as quickly as possible and to 
finalise and implement the developmental schemes in respect of 
Rajpura-Dariba and Zawarmala-Baroi so as to attain rated tapa-
cities in the shortest time possible to feed the smelting capacity in 
the country and reduce the import of :';In<: ~oncentra~. 

[Ministry of Steel and Mines-Department at Mines 
OM No. 54012(1)/76-Met.n dated 27-11-1976] 

RecoIlUDeBUtien (S. No. %9, Paragraphs UZ " 4.%3) 

The Committee regret to the note that non-ferrou~ metal 
deposits got very little attention in the past though the process of 
investigation and discovery of new deposits is now ~tated to be 
satisfactory. The Committee are informed that search for addi-
tional lead zinc deposits in the country on a macro-lCale is being 
carried by Geological Survey at. India as well as the various State 
Governments on the basis of a comon proframme drawn up. '!'be 
Central Geological Programming Board detei'mines sector ...... 
prior"ties. HZL takes up detailed drilling of the deposits after it 
is prima facie declared as mineable and a mining lease is granted 
to it 

In view of the gap between the indigenous availabUity of zinc 
concentrates and the requirements of the existing three smeUers, 
whic-h may widen when smelting capac;ty is further expaDded, the 
Committee feel that there is an imperative need to intensify aea:rcl1 
for additional non-ferrous metal deposits in tile country. They 
wtmld like the Government to draw up 3 plan, in consultation with 
the Geological Survey of India, HZL 8lId the State Govemments 
concerned, to accelerate the pace of wot"k of investigation at non-
ferrous deposits in the country and e.stablish a meaning-ful c0-
ordination among all these agencies so as to ensure that all of them 
work according to a time-bound plan to achieve self-reliance in 
this field. The Committee would also like Government to examine 
the tnsibility of bringing the Exploration .. Development of zinc 
lead IhiDes in the country under the control of a amgle organiMtion 
like HZL which baa developed eq>ertiM in the field. 



The Government agrees with the observation of the Committee 
that there is an impen.tive need to intensify the search for non-
ferToos metal deposits (zinc-lead) in the country in view of the 
gap bt'tween indigenous availability of zinc concentrates and the 
requirements of the existing smelters which will widen when the 
smelting capacity is further expanded. 

2. The recommendation of the Committee that Government 
should draw up a plan, in consultation with the Geological Survey 
of India, Hindustan Zinc Ltd. and the State Governments 'concern-
ed, to accelerate the pace of investigation of non-ferrous metal 
deposits (zinc-lead) metal deposits in the country and to ensure a 
meaningful c~dination among all the agencies so that all of them 
work according to a time-bound plan to achieve self-reliance in this 
field bas been noted. and the concerned organisations have been 
asked to draw up a time-bound programme. 

[Ministry of Steel and Mines.--Department of Mines 
OM No. 54012(1) /76-Met.II dated 21-12-1976] 

Reeom ....... ation (S. No. 33, Pancraphs 5.33 to 5.35) 

The Committee find that apart from the delay in the develop-
ment of Central Mochia Mine due to d~ay in the erection of the 
2000 tonnes per day mill (which has already been commented 
upon by the Committe~ elsewhere in the Report), the system ot 
control in vo~ on mining operations was deficient in as much as 
(i) year-wise physical targets for the exploratory and development 
work and the actual achievement there again were not reported to 
the Board of Dir«tors till January, 1975. It has been admitted 
that "there has been slippage on that account". It has also been 
admitted that "if monitoring is not done correctly there will be 
lag in development". (ii) in the absence of prope!' documentation, 
the mine development activities were not indicated in each year 
in tbe fonn of additions to different categories ot reserves of ore 
till UJ73-74. Periodical self-appraisal of exploratory and develop-
ment work indicating the additions to the ore reserve was also not 
reported to the Board of Directors. 

The Committee tail to understand as to how an effective con-
trol could be exercised by the Ministry on the working ot the 
Corporation in the absence of such vital information. 



The Committee feel that fixing of year-wise targets for different 
stages of mining operations and the periodical self-appraisal of the 

.. results achieved are the basic functions of the Management. They 
stress that the Mana gement should ensure proper documentation 
and maintenance of records, and keep the Board of Directors regu-
larly informed about the self-assessment of the progress of explo-
ratory and development work to enable it to review th achieve-
ments vis-a-vis targets and advise remedial action. 

Reply of Government 

Government agrees with the observations of the Committee 
which are in keeping with the guidelines prescribed by Govern-
ment. 

The monthly progress report and the quarterly financial per-
formance review (in the format prescribed by Bureau of Public 
Enterprises) provide for adequate control mechanism and docu-
mentation of results achieved vis-a-vis annual targets fixed in 
respect at various activities and projects including exploratory and 
development work. They form one of the main items of the Agenda 
for the meeting of the Board of Directors. Such performance 
analysis is also done at the highest level in the quarterly perfor-
mance review undertaken by the Minister of Steel and Mines. 

[Ministry of Steel and Mines-Department at Mines 
OM No. 54012(1)!76-Met.IIdated 27-11-i976] 

Recommendation (S. No. 34, Paragraph 5.36) 

The Committee are informed that in order to streamline the 
Management the Ministry combined in May, 1970 the Chairman-
ship and Managing Directorship by appointing an expert mining 
engineer. It has been admitted that "if Government had been 
satisfied with the manner of control about mining maturity of the 
Management prior to 1969-70, surely Government would not have 
made such a drastic change." The Committee recommend that in 
the light of the past experience the Ministry should evolve a 
system of keeping themselves constantly in touch with the progress 
made by the Management in various fields so as to take prompt 
remedial measures, whenever serious lapses/deficiencies come to 
their notice. 

Reply of Government 

In the light of the past experience, need was felt by the Govern-
ment to evolve suitable effective system of keeping themselves in. 
formed of the various aspects of working of the undertaking. 



2. To improve the information system between the undertaking 
and the Ministry, various measures have been taken from time 
to time, to enable Government to rectify serious lapses/deficiencies, 
if any, in the undertaking. These are indicated below:-

3. The system of reporting by the undertaking was changed 
during the later part of 1975-76 when the integrated Management 
Information system was introduced by the Bureau of Public Enter-
prises, based on a report of the working group constituted by the 
Bureau. Under the integrated Management Information System, 
periodical !"t!ports/returns are submitted by the Company in the 
prescribed proformance. A list of such returns/reports is enclosed. 
(Appendix XIV). 

4. The reports/returns are examined by the Government and 
remedial measures initiated wherever necessary. In addition, the 
Chairman-cum-Managing Director sends a monthly letter to the 
Secretary indicating the progress and problems requiring attention 
at Government level also. 

5. Quarterly Performance Review Meetings are taken by the 
Minister of Steel and Mines to review the various aspects of the 
working of the undertaking. These review meetings are attended 
by the Chief Executive and other senior officers of Hindustan Zinc 
Ltd. apart from the representatives of the Ministry and the inte-
grated Financial Adviser. 

·6. Since June 1976, the undertaking has been asked to submit 
tri-monthly production reports indicating, inter alia, the reasons 
for shortfalls in prodUction vis-a-vis the targets. 

7. The introduction of the integrated Management Information 
System, and the system of holding periodical review meetings 
under the Chairmanship of the Minister of Steel and Mines has 
helped the Government to monitor and evaluate, on a -::ontinuous 
basis, the performance of the undertaking. 

[Ministry of Steel and Mines-Department of Mines 
OM No. 54012 (1) /76-Met.II dated 4-11-1976] 

Recommendation (S. ,No. 35, Par.agraph 5.54) 
The Committee note that a 500 tonnes Ball Mill went into opera-

tion towards the end of 1967 raiSing the milling capacity to 975 
tonnes per day. The milling capacity was further augmented to 
2975 tonnes per day when another Mill of 2000 tonnes capacity per 
day was set up in 3 phases (upto 1000 tonnes in July, 1972, 1500 
tonnes in September, 1972 and 2000 tonnes in April, 1973). They 
find that since the commissioning of the new Mill in 1972-73, the 
milling capacity has been in excess of the are available. In 1974-75, 
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nearly 28 per cent of the milling capacity could not be utilised for 
lack of ore. The capacity utilisation is however stated to have 
reached 78 per cent, in 1975-76 (upto November, 19'15). The under-
taking has stated that 'as a matter of policy the milling capacity 
should be more than the mining capacity' and the extra milling 
upacity is being progressively utilised. The Committee are not 
sure as to what should be the maximum gap between the mjIling 
capacity and mine production capacity and what should be the 
optimum time during which the development of mine production 
should catch up with the milling capacity. They suggest that these 
aspects of mining and milling capacities may be examined in depth 
and an integrated time chart worked out as an aid to the 
Management in co-ordinating the commencement and completion 
of the various units of any futU!'e smelter complex so as to 
ensure that the units come up in proper order and the time lag 
between the completion of the various units is the barest minimum 
to avoid any loss on account of idle capacity for long period. They 
would, however like to reiterate that the ideal policy should be to 
synchronise, as far as possible, the development of mines and the 
installation and commissioning of the milling and smelting capa-
cities and they need hardly stress that undertakings should strive 
to acbieve tbis ideal in the future projects. 

Reply of Government 

Hindustan Zinc Ltd.. had been keeping tbe milling capacity 
abead of the minir,g capacity since 1972-73 not only to treat the 
ore produced from its regular mine but also to treat the ore avail-
able incidental to the development of the new mines. 

2. As a long term measure, the Government and Hindustan ZAnc 
Ltd. agree that the ideal policy is to synchronise, as far as poISible. 
the mining, milling and smelting capacities. The HiDdustan Zinc 
Ltd. has been requested vide letter No. 54012(48) 176-Met. II dated 
30-8-76 (copy enclosed with reply to Recommendation No.9) tbat 
in the future plans for additional capacity for zinc/lead produc-
tkm, adequate steps may be taken well in time to ensure optimum 
synchronisation of the different activities. 

3. As regards the gap between the mining, milling and smelting 
capacities in the short term, it is dependent on a number of factors 
including the peculiarities of base metal development/operation 
which is time consuming and subject to unknown natural factors. 

[Ministry of Steel and Mines-Department at Mines 
O.M. No. 54012(1)f76-MeUI dated 28-1-1977] 
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KeeemmeDdatiea (S. No. 36, Paragraphs 5.53 to 5.57) 
The Committee are informed that shortage of water and main-

tenance of machines and shortage of copper sulphate have been res-
ponsible for the shortfall in the quantity of ore treated in the Mills. 
The under-utilisation of the mill in 1968-69 and 1969-70 is stated to 
be due to difficulties of transport o~ ore from dumps to the mills. 
A large receiving bunker was constructed along with the renova-
tion scheme of the mill in 1970-71 alter identifying various bottle-
necks. 

The undertaking has admitted that marginally better utilisation 
could have been obtained by timely action in tapping new sources 
of water, procurement of copper sulphate well in advance and re-
placement at some worn out machinery which took heavy toll of 
maintenance attention. The Committee reel that with proper plan-
ning and arrangement of equipments and maintaining an adequate 
bu1l'er stock of copper sulphate, such difficulties could have been 
overcome and shortfall in production avoided. It is stated that 
these difficulties have been handled after commissioning of Tidi dam 
for water supply renovation of the old mill, replacement of some 
ot; the equipment and planned purchase of re-agents like copper 
sulphate. 

The Committee have already given their 'l'ecommen&tions 
Abou't water supply arrangements elsewhere in this report. The 
Committee recommend that the Management should lay down the 
maintenance sChedules to service the machines and ensure that 
these are observed regularly. The steps taken in pursuance of the 
maintenance schedules should be periodically '!'eviewed by the 
Board and remedial action taken where necessary. The Commit-
tee would also recommend that the inventory control should be 
streamlined and demand of various re-agents and other things 
necessaory to run the mills should be worked out well in advance 
and suitable arrangements made for their timely supply to avoid 
any dislocation in the production programmes. 

The Committee note that power interrupti om; have also been re!-
ponsible for the decline in the recovery efficiency of the mills and 
the under-utilisation of milling capacity. Emergel'cy sets are beinF! 
installed with a view to keeu essential equipments and service~ 

running but it is stated that the capacitv of the ~ener:lting sets wiJl 
not be enoul!h to keen the millinf! or minin~ ooerations going. The 
Corooration has stated that "the aaverse effects of power interruo-
thns Or power cute; leading to loss of ore production and milling 
canacitv cannot be overcome bv staTld-bv I!ener"tin~ sets IIq conti-
nuit.v of power sl1pn1v is a must to eTl'mre 1l1'oner fUTlctioninlt". The 
Committee ar~ inflormood that installation of a '32 KVA sub-station 
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at Zawar mines by Rajasthan State Electricity &ard has to some 
extent contributed to lowering the frequency of power interrup-
tions and trippings. The Committee feel that in view of the all 
round improvement in the power supply posftion, it should not now 
be difficult for the undertaking to make the State Electricity Board 
agree to meet the power requirements of the smelter complex on 
a long term and finn basis. They would like the MinistrylUnder-
taking to take up the matter with the State authorities at high level 
and resolve the problem of power supply on a priority basis. 

Reply of Government 
Government generally agrees with the observations!recommen-

datiens ofi the Committee contained in para 5.56 of the 88th Report 
on Hindustan Zinc Ltd. Particular attention of the Hindustan Zinc 
Ltd. has been drawn to the observationlrecommendabons of the 
Committee contained in paras 5.55 and 5.56 and the company re-
quested to take early steps to implement them. Copy of letter No. 
54012 (41) 176-Met.II dated 4-9-76 addressed to the Hindustan Zinc 
Ltd. in this connection is enclosed (Appendix XV). 

2. Regarmng para 5.57 of the Report, it may be stated that Hindu-
stan Zinc Ltd. has reported that there has recently been general 
improvement in the power supply position. The question of un-
interrupted power supply to Hindustan Zinc Ltd. was taken up with 
the· Rajasthan State Electricity Board. The Board informed in 
April 1976 that preference lind high priority was being 
given in caterlnf,: to the demands of Hindustan Zinc Ltd. It has, 
however, to be appreciated that the Rajasthan State Electricity 
Board gets power firom Hydel Stations and from the Rajasthan 
Atomic Power Project. The former is subject to the vagaries of the 
monsoon and the operations in the latter are yet to stabilise. The 
position will however, be kept under constant watch and remedial 
steps will . be taken when necessary in consultation with the Gov-
ernment of Rajasthan. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1) I 76-Met.II dated 4-11-1976] 

ReCommendation (S. No. 37, Pangr&ph 5.58) 
The Committee regret to note that the percentage of concentrates 

produeea to the quantity of ROM treated (old Mill) had shown a 
declining trend except in 1971-72 and 1973-74 when there was slight 
improvement over the previous years. It has been stated that the 
grade of ore at lower horizons was going down with consequent f-all 
in metal content. The Committee also note ~hat there was no set 
pattern between the recoverv effiCiency and the richness of ore in 
the oM and the new Mill. The recovery efficiency of the old mill 
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varied from 81.6 per cent to 90 per cent in the case of zinc and 79.9 
per cent to 89.9 per cent in the case of lead as against the recovery 
efficiency of 73 to 83.6 ,per cent (zinc) and 82.3 per cent to 87.5 per 
cent (lead) in the new Mill. The Committee are informed that in 
view of the erratic behaviour of the ore in terms of metal content, 
which on occasions were reaching uneconomic levels, the Manage-
ment were considering the possibility of introducing an on-line com-
puterised analyser so that instantaneous adjustments in fuel and re-
agents could be made. The Committee are informed that the compu-
terized analyser is a highly sophisticated and costly equipment of 
imported origin and its introd'Uction has to be preceded by several 
studies which are still on. The Committee would like that cost bene-
fit analysis of the ,introduction of computerised analyser should be 
worked out before taking a final decision in the matter and the 
Committee informed of the results. 

Reply of Government 

The Government agrees with the recommendation of the Com-
mittee that cost benefit analysis of the computerised analyser should 
be worked out before taking a final decision on its introduction in 
Hindustan Zinc Ltd. 

2. After the cost benefit analysis are available, Government pro-
pose to consult the Electronics Commission also. The Committee 
will be informed of the results when these become available. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1) I 76-Met.II dated 4-11-1976] 

Fatther information called for by the Committee 

Has the cost benefit analysis of the computerised analyser bet'n 
worked out and the Government consulted the Electronics Depart-
ment?' If so, with what results? 

Further Reply of Government 

'As this eqUipment is highly sophisticated and is not being used 
in the country at present, the Hindustan Zinc Ltd. has been in cor-
respondence with certain foreign firms in Finland and Australia to 
ascertain the type of feasibility ,study which they would like to 
conduct before deciding upon the type of the instrument to be in-
stalled. 

,2. A~r a ,.final view js taken by the Hindustan Zinc Ltd. about 
the type of equipment to be purchased, the cost benefit analysis of 
the ,. computerised analyser would be worked out by the company 
and necessary clearance for the import of tl!e same will be obtained 
from the Electronics Commission. 
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3. In this connection it may also be menLoned that in the revised 
cost estimates of the Ba1aria mine of the Hindustan Zinc Ltd., the 
company made a provision for Rs. 48.00 lakhs for "on stream X-ray 
analyser". While considering the rev:sed estimates, GogenuDent 
felt that there seemed to be DO urgency f!Jr this equipment as it 
was DOt an essential part of the process and impact of cost benefit 
waa not available. FuTther, clearance from Electronic Commission 
had not been obtained by Hindustan Zinc Ltd. 

Farther information ealled for by the Committee 
Has any final view been taken by Hindustan Zinc Ltd. about 

the type o~ equipment to be purehased and the cost benefit analysis 
of the computerised analyser worked out? If so, whether clearance 
from the Electronics Commission has been obtained. 

Further reply .f Government 
Hindustan Zinc Ltd. have obtained some information from the 

foreign manufacturers about the computerised analyser. Some of 
the foreign suppliers have asked for tailing samples which have 
now been sent to them by Hindustan Zinc Ltd. for exploring the 
type of equipment to be purchased and worked out the cost benefit 
analysis of the analyser. 

As stated earlier this type of equipment is highly sophisticated 
and will be installed for the first time in the country. As the invest-
ment involved is quite high (to the tune of abaut Rs. one crore), 
the matter needs a detailed and in depth study bef-ore a final deci-
sion to instal the equipment can be taken. 

In their subsequent OM. No. 54012 (SO) ~v.et. II dated 29-9-78, 
the Ministry stated:-

On the basis of detailed and in-depth studies made of the 
type of computarised analysers for installation in the 
mill and the test conducted on the "tailing" samples of 
Zawar Mines. it has been decided that installation of 
"On-stream X-Ray Analyser", which is highly sophisti-
cated and suitable in a highly mechanised and aut.-omia-
ed Plant, may not be suitable in the mill at Zawar Mines 
at this stage, particularly when such an Analyser costing 
Rs. 80 lakhs has not been 'Used in India so far. 'nlete-
fore, another instrument "Isotop Mineral Analyser", 
which performs similar functions, is proposed to be pro-
cured by Hindustan Zinc Ltd. from MIs. Australian 
Mineral Development Laboratories. The suppliers have 
conducted the test on Zawar Mines tailing samples in 
order to ascertain the suitability of the equipment and 
the results of the test have been f<1l1nd satisfactory. 'nle 
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total expenditure for this equipment is estimated to be 
Rs. 2,75,000/-. With the instaliation of this instrument, 
it will be possible to have a quick analysis of "tailing" 
and to take corrective and remedial measures for mini-
mising the "tailing" losses in case of abnormal situations. 

Recommendation (S. No. 39, Paragraph 5.75) 

The Committee would like to be informed of the positive mea-
sures taken for training of the personnel for maintenance and 
operatlon of the plant to prevent damage and avoid loss in produc-
tion. 

Reply of Government 

The Hindustan Zinc Ltd. has informed that the following posi-
tive measures have been taken for training of personnel for the 
maintainance and operation of the plants:-

(i) A regular scheme of· graduate trainees has been introduced 
in the undertaking wherein trainees in all disciplines are 
taken. Such tra.nees are given regular practical and 
theoretical training for two years and later absorbed in 
the undertaking as shiftlplant engineers. 

(ii) For training of skilled personnel, apprenticeship scheme 
(both under the company's own scheme and under the 
Apprenticeship Act) exists. 

(iii) Refresher c·ourses for the training of skilled p€rsonnel in 
specialised fields are conducted at manufacturers' works. 

(iv) Middle level and senior officers of the company are 
deputed for courses conducted by organisations like 
National Productivity Council, Administrative Staff 
College of India, NITTE, Fertilizer Association of India 
etc. 

(v) Personnel are deputed to other plants for getting trained 
in certain specialised fields like fertilizer, acid production, 
etc. ~,.'.~ 

(vi) For getting acquainted with the latest technology and 
methods of maintenance of equipment, engineers of the 
company are deputed, from time to time to smelters 
abroad. 

(vii) Operation and maintenance engineers of: the company are 
fully associated in the detailed engineering and construc-
tion of different projects of the company to get familiar 
with equipment and technology. 

4597 LS-5. 
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(viii) Technical personnel of the company are sent for training 
courses under various scholarships like Colombo Plan, 

GDR Scholarship, Russian Training Scheme etc. 
2. A statement showing the number of personnel SO far trained 

under various schemes is enclosed (AppendIx XVI). 
[Ministry of Steel and Mines-Department of Mines O.M. No. 

54012(1) I 76-Met.II dated 28-1-1977] 
Beeommendation (S. No. 40, Paragraphs 5.76 to 5.78) 

The Committee are informed that the main impediment in attain-
ing production higher than 13,500 tonnes even in 197-1-75 (as against 
a capacity of 18,000 tonnes) was the limited capacity of the Roaster 
which is stated to be suffering from design defects. The RoastE'r 
is stated to have operated without any major defects initially for 
a good period and the officers .of the undertaking had given a certi-
ficate that it had performed according to the requisite guarantee. 

The Study Team of. Bureau of Public Entetpr;ses in their report 
(1969) on the working of the undertaking also observed that a pro-
duction level as high as 25 per cent above the rated capacity could 
be achieved. They have been informed by the Chairman of the 
undertaking in evidence that "lateran (1971-72) when the full con-
centrates were available and a full operation pressure was put on 
that, it was gradually realised that the Roaste).- had the designal 
parameter deficiencies and also conceptual deficiencies leading to 
the under-capacity than what was in the agreement regarding the 
design capacity". The Committee cannot understand lis to how the 
certificate of ,performance guarantee could be given by the officers 
of the undertaking without operating the Roaster at full pressure 
for a considerable period. They cannot but deprecate the undue 
haste and lack of elementary caution shown by the officers of the 
undertaking in this regard which has resulted in the undertaking 
being saddled with a Roaster which is defective in design and con-
sequently deficient in capacity. The Committee would like this 
matter to be enquired into with a view to fixing responsibility and 
learning lessons. 

The Committee feel that guarantee tests of plant and equipment 
are meaningless unless they are conducted under normal conditions 
with full operation pressure and certificates of, performance gua-
rantee should not be issued unless the Management are thoroughly 
satisfied "from all aspects during actual trials that the plants etc. 
are capable of working to full capacity. They would like the Bureau 
of Public Enterprises to issue standing gu:delines in this regard for 
the benefit of all public undertakings. 
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Reply of Governmeot 

The matter has been looked into, in detail, and the position as 
seen Nom the records is as under:-

2. The construction of Debari Zinc Smelter (18,000 tonnes per 
annum inclUding the roaster plant) was originally entrusted by the 
Metal Corporation of India in November 1960 to Mis. Krebs & Cie 
and Penarroya of Paris, on turn-key basis. The agreement between 
the Metal Oorporation of India and Krebs-Penarroya provided, 
Inter alia, that:-

(i) The checking of guarantees for each separate section shall 
take place within 15 days from the date of receipt o~ noti-
fication that the plant is in order. 

(ii) Acceptance test will take place within six months after 
start-up. It will follow immediat.ely after a period of ten 
to fifteen days continuous operation under industrial con-
ditions and shall be established during 72 consecutive 
hours working. 

(iii) The acceptance will be formalised by an agreement signed 
by the delegates o~ the Indian and foreign firm. 

(iv) If the acceptance test was not undertaken within six 
months after start-up or 15 months after the last ship-
ment of equipment, the acceptance will automatically be 
considered to have taken place. 

3. ADter the acquisition of the undertaking in Oct., 1965, Hindu-
stan Zinc Ltd. concluded another contract with Krebs-Panarroya 
in Nov., 1966 for the compleUon of erection of the zinc smelter, 
start-up and commiss:oning etc. The agreement provided almost 
similar conditions, as above, for the acceptance tests except that a 
period of 'thirty six months after c::>ming into force of the agree-
ment' was substituted in place o~ "15 months after the last ship-
ment". 

4. Construction of the roaster was completed around October 
1967 and the plant was put on trial run on 29-10-67 which continued 
during November and December 1967 and test run was taken up 
on 10-1-68. As per the agreement, the test run continued till 12-1-68 
for 72 consecutive hours, which established daiJ.y average treatment 
of 124.87 tonnes af concentrates. Based on this, tlie parties, viz. 
Hindustan Zinc Ltd. and Krebs, signed the minutes sanctioning the 
acceptance of the roaster on 17-1-68. 

5. The acceptance of the other sections of the !II1lelter was estab-
lished during test run for 72 consecutive hours on 5th to 7th June, 
1968, when the plant, as a whole was accepted. 
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6. It is thus seen that the certificate signed by the Officers of 
Hindustan Zinc Limited accepting the zinc smelter (including the 
roaster plant) was in accordance with the contract. 

7. In this connection it may be pointed out that the corresponding 
provisions in similar agreements for chemical/metallurgical plants 
have been checked and it is found that tests run of 72 consecutive 
hours, after about two months running of the plant under industrial 
conditions, is, by and large, a normal practice. 

8. Furthermore, the roaster was set up on turn-key basis by 
Mis. Krebs-Penarroya, based on the des;gn of Mis. Lurgi of Frank-
furt. As a turn-key job, the detailed engineering was done abroad 
by the consultants and association of Indian engineers/technical 
personnel lU the erection of the first stage of the Debari zinc smelter 
cannot be said as very close. This has been another factor, apart 
from the technology be:ng new, in identifying the specific problems 
such as those of the roaster. 

9. As regards the observation of the Bureau of Public Enterprises 
Study Team, it is true that in para 4.2.3 of its report, the Team had 
mentioned that the tests carried out in January 1968 would indicate 
that a production level as high as 150 ton::les of ore treatment pE'r 
day could be achieved (which was 25 per cent above the rated 
capacity) but this was subject to certain modifications and improve-
ments being implemented. In para 4.1.3. of its report, the Team 
had also pointed out that the annual ;:inc production of 18,000 
tonnes presumed, inter a1'4, 350 effective working days in the year 
whereas the effective days actually available were only 330 days 
for the roaster (allowing for maintenance). The BUTeau of Public 
Enterprises Study Team's report thus menti.med about the unrealis-
tic assumption of effective working days and need for modi.fica-
t10ns/improvements in the roaster. 

10. The recommendation of· the Committee that guarantee tests 
of plants and equipment are meaningless unless conducted under 
normal conditions with full operational pressure and certificates of 
performance guarantee should not be issued unless the management 
are throughly satisfied from all aspects during the actual trials that 
the plants are capable of working to full capacity has been noted. 
The Bureau of Public Enterprises are initiating steps to study the 
case and issue such guidelines, as are considered necessary, fQr the 
guidance of the Public Sector Undertakings. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1) I 76-Met.II dated 28-11-1&77] 
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Further information called for by the Committee 

Has the Bureau of Public Enterprises issued necessary instruc-
tions for the guidance -of the Public Sector Undertakings? If se, 
please furnish a copy of the same. 

Further reply of Government 

Bureau of Public Enterprises have stated that they are already 
engaged in preparing detailed guidelines for the scrutiny and ap-
proval of agreements involving foreign collaboration of Public Enter-
prises, pursuant to the recommendations contained in the 89th report 
of the Committee on' Public Undertakings which would also meet 
the requirements oli the recommendations contained in the 88th Re-
port. The guidelines are expected to be finalised anll issued shortly. 

Further information called for by the Committee 

Has the Bureau of Enterprises since issued the necessary instruc-
tions for the guidance of the Public Sector Undertakings? If so, 
please furnish a copy of the same. 

Further reply of Government 
The Bureau of Public Enterprises has stated that after the issue 

of the guidelines by them in pursuance to the recommendations mad~ 
by the Committee on Public Undertakings in their 89th Report for 
the scrutiny and approval of agreements involving foreign collabora-
~ion of Public Enterprises, the matter has been examined further in 
the Bureau and it has been decided that .;eparate guidelines would 
be issued to the Public Enterprises to meet the requirements of the 
recommendations made by the Committee on Public Undertakings 
in their 88th Report on Hindustan Zinc Ltd. A set of draft guidelines 
prepared in this regard have been circulated by the Bureau to the 
various adm;nistrative Ministries for comments and will be finalised 
shortly. A copy of the guidelines will be forwarded to the Lok Sabhs 
Secretariat as soon as the same are issued by the BPE. (Since 
furnished. Not reproduced). 

Recommendation (S. No. 42, Paragraph 5.80) 

The Committee find that though many of the conceptual deficie-n-
cies of the Roaster have since been rectified, one of, the major deli-
ciencies, viz., placement of the boiler virtually at right angle to 
direction of flow of air, still presistg and cannot be attended to as it 
would involve major reconstruction and is not considered worth-
while. It is expected that the existing Roaster should be able to 
reach over 90 per cent capacity utilisatiOn if stability in power supply 
can be ensured. The marginal shortfall is proposed to be made good 
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by providing a marginally extra capacity in the new Roaster which 
is under erection for ex,panded smelter and is expected to be com-
missioned in 1976-TI. The Committee hope that with the improve-
ment in power position, as already pointed out, it would be possible 
for the undertaking to operate the Roaster to over 90 per cent of 
capacity. They also hope that the lessons learnt from the installa-
tion, design deficiencies and guarantee trials of the existing Roaster 
would be kept in view while erecting, testing and commissioning 
the new Roaster for the expanded smelter. 

Reply of Government 

The Hindustan Zinc Ltd. has informed that the existing roaster 
has been able t:> achieve over 90 per cent of its capacity during 1975-
76. The company has also informe<i that while accepting the design 
ot the new roaster for the expanded zinc smelter, it has been ensured 
that the major design deficiency in the existing roaster (i.e. placing 
of boiler perpendicular to the roaster) has been eliminated. The 
company has also indicated that during the guarantee trials of the 
new roaster it will be ensured that it is capable of producing up to 
its rated capacity, as specified in the agreement. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1) 176-MetII dated 17-11-1976] 

Recommendation (S. No. 43, P8l'agrapbs 5.BS & 5.99) 

The Committee find that Hindustan Zinc Ltd., appointed in May. 
1971 MIs. Chemical and Metallurgical Design Company (P) Ltd. 
on a payment of Rs. 1.25 lakhs to (i) study the operations of the 
zinc plant and make recommendations for improving concentrates 
and cadmium recovery from the roasted concentrates and (ii) can-y 
out laboratory investigations to develop suitable scheme to recover 
additional zinc from the moore cake (leached residue). Although 
the fi!"m wat; required to submit the report by September. 1971, the 
final report was actually submitted in September. 1972 i.e., after 
a delay of about one year. The Committee regret to learn that it 
has not been possible for the Undertaking to derive any benefit from 
Report as the report was not technically suitable for implementa-
tion, with the result that the entire amount of Rs. 1.25 lakhs paid 
to the firm has proved to be inkuctuous. The Committee are not 
convinced of the argument advanced by the Management that since 
no other firm approached the undertaking claiming expertise in 
hydrometallurgy. HZL presumed that Mjs. Chemical and Metal-
lurgical Design Company were the only Indian firm claiming 
expertise. 
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The Committee feel that even though the private company was 
on the approved list of the Planning Commission to render con-
sultancy services and was introduced by the Ministry in 1970 for 
reviewing the project report for Vizag Zinc Smelter, the Manage-
ment should have evaluated their capability and experience with 
special reference to the particular problems in view and should 
not have presumed that the company was capable of dealing with 
all the matters relating to non-ferrous metals. They feel that the 
Management should have acted with goreater caution and prudence 
and should not have accepted the claim of M/s. Chemical and 
Metallurgical DeSign Company without satisfying themselves about 
their professional standing and calibre. The Committee are sur-
prised at the argument of the undertaking that "it is better to invest 
in them once and prove that they cannot do it". The Committee 
would like Government to analyse the various factor which led 
to the wrong choice of consultants in this case and learn lessons 
for the future. 

Reply of Government 

The Government generally agrees with the observations of the 
Committee that (i) the argument that since no other Indian finn 
approached Hindustan Zinc Ltd. claiming expertise in hydro-
metallurgy, the company presumed that the Chemical & Metallurgi-
cal Design company were the only Indian firm having expertise is 
not conVincing; (ii) the management should have evaluated the 
capability and experience of the party with reference to the parti-
cular problem in view and (iii) the management should have acted 
with greater caution and prudence and should not have accepted 
the party's claim without satisfying themselves about the profes-
sional standing and calibre of the party. 

2. The factors which led to the choice of Chemical. and Metal-
lurgical Design Company have been analysed- and these Ift'e seen 
as under:-

(i) On receipt of the project report for the Visakhapatnam 
Zinc Smelter, in September, 1970, it was felt that the 
cost of estimates were rathe_ lUgh and needed checking. 
As the processing of the project report was to be com-
pleted within a tight time schedule, it was decided to 
get the cost estimates checked by Chemical and Metal-
lurgical Design Company, who had been entrusted with 
the work of preparation of a feasibility report for the 
Sukinda Nickel Project and who were in the electro-
Chemical/metallurgical line. The association of the 
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Chemical and Metallurgical Design Company for this 
'work made by the company. 

(ii) In 1970-71 Hindustan Zinc Ltd. was faced with the problem 
of lower' recovery in the ~melter which could not be 
effectively tackled by the company with its own staff. 
Having got an introduction in connection with the check-
ing of the cost estimates of the Visakhapatnam Zinc 
Smelter project, the Hindustan Zinc Ltd. decided in May. 
1971 to engage Chemical and Metallurgical Design Com-
pany to study problems of lower !"ecovery etc. 

(iii) The existing zinc smelter of Hindustan Zinc Ltd. was set 
up on turn-key basis by Mis. Krebs & Cie and Penarraya 
of Paris and as such the assoc;ation of Indian technical 
personnel in stages like detailed engineering etc. was 
very limited. 

(iv) Though the zinc smelter was commissioned ecrrly in 1968, 
a Planning and Development Cell was constituted in the 
Hindustan zinc Ltd. in 1970-71 after sufficiently experi-
anced officers became available. 

(v) It is felt that the wrong choice of the consultants in the 
imtant case was due to the limited technical expertise 
available in the Hindustan Zinc Ltd. itself. The gap has, 
however, been made up since then and the Planning and 
Development Cell set up in 1970-71 strengthened from 
time to tim" .• 

3. The company has been advised that in future when consul-
tants are appointed to study/evaluate specific areas/p!"oblems, it 
shoul.d be ensured before-hand that they have the required exper-
tise and organisation to undertake the work proposed to be assigned 
to them. (Copy of letter No. 54012(81)/76-Met. II dated 15-9--76 
enclosed with the !"eply to Recommendation No. 66 refers). 

[Ministry of Steel and Mines-Department of Mines O.M. 
No. 54012(1)!76-Met. II dated ~1-19771 

Recommendation (S. No. 44 Paragraphs 5.100 to 5.103) 

The Committee regret to note that both the problems which the 
private firm was expected to study and sort out, still remain un-
resolved. They find that the zinc smelter at !>ebari was designed 
to give zinc 'recovery of 86 per cent provided the zinc ~ontent 1" 
the blend was 55.5 per cent and the iron content did not exceed 

45 per cent. But the zinc concentrates now have iron content rang-
ing between 6 per cent and 8 per cent and because of higher iron 



63 

content the percentage of zinc recovery during 1970-71, 1971-72, 
1972-73 and 1973-74 was only 77.36 per cent, 73.98 per cent, 78.47 per 
cent and 77 94 per cent respectively. 

The Committee suggest that the Ministry/Undertaking should 
analyse the reasons for the fall in recovery efficiency in consultation 
with compeTent and experienced experts and research bodif!o; in the 
field with a view to dev'sing ways and means of improving the 
recovery efficiency to the maximum level possible in the pl"evailirg 
circumstances. 

The Committee note that after spending over Rs. 15 lakhs 
besides suffering loss of recovery, the Undertaking could now to 
some extent improve the efficiency. 

The Committee while commending the work of the unrlertaking 
fail to understand why they should not have remedied the situation 
earlier and thereby avoided a recurring loss. 

Reply of Government 

The two problems entrusted to the Chemical and Metallurgical 
Design CompfUly were (i) improving the recovery efficiency from 
the roasted concentrates and (ii) recovery of zinc from moore cake 
(leached residues). The position regarding the second problem is 
stated in reply to recommendation No. 45. 

2. The reasons for the shortfall in the recovery efficiency have 
been analysed by the Hindustan Zinc Ltd. and in the expanded 
Debari zinc smelter, prov'sion for improving the recovery ~ 
adding more sophisticated equipment has been incorporated, as 
recommended by the foreign consultants. The process guarantee 
of the consultants for the expanded Debari zinc smelter is based, 
inter alia, on maximum iron content up to 9 per cent The process 
guarantee given by the consultants is after experiments. botb. on 
laboratory and pilot plant scale,on concentrates which will be avail-
able for feeding the expanded Debari zinc smelter. The ')uggestion 
of the Committee for devising ways and means of improving the 
recovery efficiency has thus been acted upon. The performance of 
the plant, after commissioning of the smelter and stabilisation of 
production will be watched carefully by Hindustan Zinc Ltd. &nd 
Government. 

3. It may be mentioned that the amount paid to Chemical and 
Metallurgical Design Company was Rs. 125 lakhs and not Rs. 15 
lakhs. 
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[Ministry of Steel and Mines-Department of Mines O.M. 
No. 54012(1)/76-Met. II dated 21-12-1976] 

Bec:ommendation (S. No. 46 Paragraphs 5.11Z & 5.113) 

The Committee note that the agreement entered into with MIs. 
Krebs indicated without any guarantee that about 72 per cent of 
cadmium in the concentrate would be recovered as electrolytic 
cadmium. The Management, however, assessed the expected out-
put at 50 per cent, but the actual recovery s'nce 1970-71 ranged 
between 31 p4!!" cent and 48 per cent has been even less than 50 per 
cent. The Committee are not sure of the basis on which the 
recovery efficiency has been fixed at 50 per cent, lower than that 
indicated by MIs. Krebs. The Committee are informed that indi-
cated recovery of cadmium as 72 per cent was given by foreign 
consultants on the basis of' certain calculated loss of cadmium 
through Moore Cake. The shortfall in the expected output is stated 
to be due to (i) higher iron content in the blende actually avail-
able, (ii) Manual handling of various cakes, (iii) loss of cadmium 
through solution being higher than expected and (iv) bad function-
ing of Moore Filter Unit during 1970-71 and 1971-72. 

The Committee are informed that Moore Filter Unit is working 
better now due to the introduction of 3rd Moore Filter element; 
and in the expanded cadmium plant mechnical handling system 
for cake has been IncorpO!"ated and it IS expected. that higher 
cadmium loss due to manual handling and transportation will be 
considt't"ably reduced. The Committee recommend that in view of 
the Introduction of mechanical handling system and improvement 
in Moor£' Filter Unit, the standard of orecovery efficiency of cadmium 
should be worked out afresh on a realistic and scientific basis and 
the reasons for shortfall in actual recovery vis-a-vis the standard 
recovery analysed and suitable remedial steps taken promptly to 
ensure that the high level of efficiency is maintained. 

Reply of Government 

The bas;s for fixing the recovery efficiency of cadmium at 50 per 
cent i.e. lower than that indicated by Mis. Krebs & Cie, has already 
been stated bv the Hindustan Zinc Ltd. and incorporated in para-
graph 5.112 of the oreport. 

2. The Hindustan Zinc Ltd. has informed that the introduction of 
third moore ftlter unit has improved the recovery efficiency of 
cadmium but in the expanded Debari Zinc Smelter, the entire fiow-
Ibeet has been modified and the moore filter will be replaced by 
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DrUlJl Filter which is considered more efficient. The Drum Filters 
are likely to be installed early in 1977. 

3. Standard norms for recovery efficiency of cadmium will be 
worked out by Hindustan Zinc Ltd. on a rational and scientific basis 
after the Drum Filter has been commissioned and its operations get 
stabilised. Any shortfall in recove\"y efficiency against the standard 
norms to be fixed, will be analysed by the company constantly and 
remedial measures taken promptly. 

[Minist.ry of Steel and Mines-Department of Mines O.M. 
No. 54012(1)f76-Met. II dated 28-1-1977] 

Further information called for by the Committee 
Have the Drum Filter since been installed and standa!'d norms 

for recovery efficiency of cadmium worked out by H.Z.L. If so, 
what has been the improvement in actual recovery vis-a-vis the 
~andard recove~? 

Further reply of Government 

The first Drum filter was commissioned in end March, 1977 and 
second in end November, 1977. Both the Drum filters commissioned 
with indigenous cloth for filtration. However, when the performance 
of filter was not found satisfactory, it was decided to import cloth for 
better operations. After the use of imported cloth, performance of 
the filters has been better although it is still under observation. 

2. Standard norms for recovery efficiency of cadmium could not 
be worked out by the Hindustan Zinc Ltd. as the working of the 
Drum Filters has not stabilised so far for the following reasons:-

(a) It is for the first time that such Drum Filters have been 
used in the country and it is not unusal to take some time 
for stabilisation of the working of the Filters, after teeth-
ing troubles with the mechanical equipment are over. 

(b) The working of the Drum Filters is also related to the 
smooth functionin'g or counter current decantation wash-
ing system of the acid leached slurry. 

(c) Due to problems with .acid under flow pumps and inter-
mittent operations at low through-puts, the stabilisation of 
the feed characteristics to the optimum levels has been 
longer than anticipated, which has thus aft'ected the stabi-
lisation of Drum Filters. 

In this connection it may also be mentiont'd that when these Drum 
Zinc Smelter of the Hindustan Zinc Ltd.), it is understood that the 
management of Penarroya who had supplied technology for Debari 
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Zinc Smelter of the Hindustan Zinz Ltd.), it is understood that the 
operations had taken almost one year for stabilisation of its working. 

3. It is expected that the working of the Drum Filters will stabi-
lise shortly and norms for recovery efficiency of cadmium will be 
fixed after the Filters have W()rked satisfactorily on sustained basis 
for some time more. 

4. As regards the improvement in the actual recovery vis-a-vis 
the standard recovery, it may be mentioned that the recovery effi-
ciency for cadmium indicated by the consultants on technological 
factors based on the flow sheet existing at the time of conducting 
tests was 70.31 per cent. However, with the change over the conti-
nuous leaching technology in the expanded smelter, the quantity of 
cake as also the flow sheet in cadmium plant have undergone con-
siderable chan'ges with the result that the process is still under sta-
bilisation as mentioned above and the actual recovery efficiency 
achieved after the Cadmium Plant has undergone change is 46.3 
per cent. The Hindustan Zinz Ltd. have requested their consultants 
to indicate the recovery efficiency taking into account the new floW 
sheet and new technological factors. 

(Ministry of Steel and Mines Department of Mines D.M. No. 54012(1) 
76-Met. II dated 14-~1978) 

Re~ommendation (S. No. 48, Paragraph 5.;133) 

The Committee find that the new Melting Furnace purchased 
from M/s. Demag of West Germany at a cost of Rs. 14.79 lakhs was 
commisSioned in May, 1974. The percentage of recovery to cathodes 
melted in the new Demag furnace during 1974 worked out to 93.6 
per cent without taking into account the metallic drosses which 
could not be charged during this period. They are, however, SU'l'-

prised to note that the furnace was accepted without getting any 
indication from the German suppliers about the expected recovery 
eftlciency. It has been stated that "by practice it has been estab-
lished that the Demag furnaces operating elsewhere normally give 
a melting recovery of about 96/97 per cent from zinc cathodes to 
liquid metal. Since we have not been re-treating the entire quantity 
of zinc dross, 'reCovery obtained at present cannot be taken as 
correct indication." The Committee would like to be infonned 
about the reasons for not getting any such guarantee from the 
foreign ~upplier. They would like the Ministry/undertaking to 
determine, in consultation with the suppliers, the standard eftI.ciency 
of the furnace with and without re-treatment of metallic dross so 
that the actual results can be compared with standards and remedial 
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production. 

Reply of Government 

The Government agrees with the observation of the Committee 
that acceptance of the melting furnace without getting an indica-
tion about the expected recovery efficiency from the West German 
suppliers is a matter of surprise. The attention of the Hlndustan 
Zinc Ltd. has been d'l"awn to this observation and the company 
advised to issue suitable instructions for future guidance vide letter 
No 54012(42)/76-Met II dated 2-11-1976 (Appendix XVII). 

2. The reasons for not getting any guarantee from the foreign 
suppliers was taken up with the Hindustan Zinc Ltd. and the com-
pany has informed that recove'I"Y efficiency of zinc ingots from zinc 
cathodes depends on the quality of the cathodes produced (parti-
cularly the density of the cothodes) which, in turn, depends on the 
current density in the cells, the purity of the solution, the tempera-
turt! of the cells etc. In view of th's, the Hindustan zinc Ltd. has 
informed that it is difficult fOT the supplier to give a definite recovery 
efficiency. The matter was also taken up by the comp:my with 
the mppliers, who informd in August 1976, that the furnace per-
formance at a total inductor capacity of 450 KW amounts to approx. 
4 tons per hour provided clean cathodes a'l"e used and the furnace 
is run at full bath height of 690 rom. The suppliers have advised 
against recycling of dross in the particular type of induction furnace. 

3. In order to determine standard 'l'ecovery efficiency, information 
regarding the performance of similar furnaces installed elsewhere 
is being ascertained through Mis. Demag MetaUgewinnung, Duis-
burg, W. Ge'l"many. Thereafter, standard recovery efficiency will 
be determined and the actual 'l'esults compared wtth the standards. 
Remedial measures will be taken by the Hindustan Zinc Ltd. where-
ever necessary, to avoid loss of production. 

[Ministry of Steel and. Mines-Department of Mines O.M. 
No. 54012(1) /76-Met. II dated 28-1-1977] 

F~ther information calltld for by the Committee 
Has the standard recovery efficiency of the furnaces installed 

elsewhere been obtained and standard recovery efficiency since 
been determined for H.Z.L. and the actual 'reSults compared with the 
standards? 

Further reply of Government 

In regard to the enqUiries made by the Hlndustan Zinc Ltd. 
from other manufacturers, who have such type of furnaces, the 
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company did not rece:ve any positive -reply. It has been indicated 
by the manufacturers that melting efficiency depends on many other 
factors not necessarily connected with furnace itself. The melting 
effiCiency for Demag Furnace has been statistically worked out at 
93.86 per cent using SQC technique. The average actual melting 
efficiency for the clH'rent financial year (till December, 1977) is 
93.21 per cent. A close watch is being kept and all possible e1forts 
are teing made by Hindustan Zinc Ltd. to improve the efficiency. 

Recommendation (S. No. 49, Parseraph 5.134) 
The Committee are informed that at the end of March, 1975, the 

stock of metallic dross with the undertaking was approximately 941 
MT and in addition 1121 tonnes of zinc dross (oxide) was lying with 
it. The Committee would like to know what steps are proposed to 
be taken by the undertaking to treat the metallic dross and recover 
zinc from it. 

Reply of Government 
A suitable method has been developed for the removal of chlorine 

impurity from the 'Oxide dross and tests are being conducted on plant 
scale to adopt this process. If the tests prove successful the existing 
stock of oxide will be consumed during the next two years, in addi-
tion to fresh arisings. 

2. The metallic dross is proposed to be treated in the Sice Furnace 
as soon as it is commiS'Sioned afiter repairs. The suppliers of Demag 
Furnace have advised against the use of metallic dros;; in that fur-
nace. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1) I 76-Met.Il dated 17-11-1976] 

Further information called for by the Committee 
Has the Sice Furnace been commissioned after repairs and metal-

lic dross treated in the furnace? 

Further reply of Government 

The Sice Furnace has been commissioned after repairs and the 
metallic dross is being partly treated in the furnace. 

Regarding accumulated stock of metallic dross in the plant, further 
tests have been conducted by the Central Research and Develop-
ment Laboratory of the Hindustan Zinc Ltd. for reclaiming this 
material by air class'f\.cation and leaching of the oxide portion. The 
experiments/trials by the laboratory are still continuing and the 
scheme has not proved unsuccessful. During the last year, from 
these trials, 33 tonnes of zinc has been recovered from accumulated. 
metallic dross. Further, a new Slag Grinding Unit is under installa-
tion which will treat zinc dross, yielding two fractionS---Oxide fines, 
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which would be charged to the roaster and coarse metallics to the 
furnace. 

3. As Oil Fired Furnace is also proposed to be installed mainly 
for prime western grade zinc (at present imported) which is requir-
ed for supply to Rourkela Steel Plant and others. This furnace can 
also be utilised for metallics in case of necessity. 

[Ministry of Steel and Mines-Department of Mines, O.M. No. 
54012(1)f76-Met. n dated 28-6-1978] 

Beeommendations (S. No. 51, Paragraphs 5.140 & 5.141) 
The Committee further note that the Board of Directors approved 

in January, 1972 the modification ofi the existing zinc sulphate plant 
to be converted into copper sulphate plant and this work was also 
expected to be completed by the second half of 1972. But as the 
renovation of the old zinc sulphate plant could only be taken up 
after the commissioning of the new zinc sulphate plant, this work 
therefore also got delayed. 

The Committee would like to be informed ubout the action taken 
by the Management against the firm tor the delay in the supply 
of· equipment for new zinc sulphate plant. 

Reply of Government 

The Hindustan Z;nc Ltd. has informed that in terms of the con-
tract liquidated damages could be claimed at 1 per cent of the con-
tract price per week subject to a maximum of 5 per cent. A penalty 
of Rs. 5,4601- was imposed (which was 5 per cent of the contract 
price) on the party for delay in the supply of, equipment. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012 (1) I 76-Met.1I dated 28-1-1977] 

Recommendation (S. No. 52, Paragraphs 5.149 & 5.150) 

The Committee note that the capacity utilisation of the lead 
smelter upto 1973-74 to the extent of 3,600 tonnes per year was pre-
vented by (i) p:>or condition of the plant (ii) non-availability of 
concentrates owing to (a) low production of concentrates upto 
1970-71 and (b) slow movement of concentrates from the mines in 
1973-74. The Oommittee also find that the first phase oi modernisa-
tion of the plant was completed in January, 1974 and the production 
increased tb 4,109 tonnes during 1974-75 and has reached 3,264 MT 
during the first 8 months of 1975-76. 

The Committee are informed that the flow of lead concentrates 
from the mines to the smelter has not been even and has varied from 
month to month and ranged between 61 tonnes (August, 1968) to 
1,523 tonnes (January, 1974). The smelter is stated to have storage 
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capacity of about 500 tonnes of lead concentrates which is sufficient 
to meet the reqUJ.rements f.or a month. The Committee find that 
in the absence oil buffer stock, the smelter was without concentrates 
for loni periods during 1961Hi6 to 1973-74 and therefore had to be 
closed down from time to time. The COilllnittee are led to the con-
clusion that there is lack of proper coordination between mines and 
the smelter whiCh is regrettable. They recommend that the 
Management should invest. gate the reasons for uneven flow of con-
centrates from mines to the smelter and take effective steps to place 
this matter on a sound footing so as to ensure that the smelter does 
not have to close down fur want of concentrates. The CQmmittee 
would like the Government also to examine whether the existing 
storage capacity is adequate in view of the improved capacity of 
the smelter. 

Reply of Government 

Tundoo Smelter could not run to full ::apacity up to 1973-74 on 
account of various factors which inter alia. included the non-avail-
ability of concentrates for certain days at Tundoo. The reasons :lbr 
uneven flow of lead concentrates from the mines to the lead smelter, 
according to Hindustan Zinc Ltd., were low production from the 
mines up to 1970-71, non-availability of wagon,; in the required 
number and at the required time, and delays at the transhipment 
point. During 1973-74 the movement of concentrates was also 
affected by unprecedented rains and flood in Rajasthan which 
affected both the rail and the 110ad traffic. 

2. The Government agree that there should be proper co-ordina-
tion between the mines and the smelter and that adequate storage 
facilities should be provided at Tundoo. 

3. The following steps have been taken tr increase the storage 
capacity at Tundoo:-

(i) The storage capacity which existed till August 1973 was 
for about 500 tonnes. 

(Ii) In August 1973 construction of a new shed was completed 
which increased the storage capacity to about 2,500 tonnes. 

(iii) Addition" one acre of land was acquired in November 
1974 (officially handed over to the company on 14-2-75) 
and negotiations are in progress for acquiring additional 

land. 
(iv) Action has been initiated to construct additional 300 sq. 

metres storage yard which will be completed by end of 
1976. This will replace the existing open storage. 
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4. With the completion of (iv) above, covered storage capacity 
will go upto 5,000 tonnes for lead concentrates at the Tundoo smel-
ter equal to about 4 months requirements of concentrates for the 
-expanded capacity of the smelter. This will take care of anJ' -un-
expected temporary slipages in mine output, transport bottleneck 
etc. 

5. Ilindustan Zinc Ltd. has informed that with the measures 
taken earlier, the Tundoo smelter did not suffer from non-availability 
of concentrates during 1974-75 and 1975-76. During the current year 
there has been no cut baek in production at Tundoo for want of 

-concentrates. 
[Ministry of Steel and Mines-Department of Mines, O.M. No. 

54012(1)/76-Met. II dated 21-12-1976]. 

Recommendation (S. No. 53, Paragraph 5.155) 

The Committee find that the recovery of lead in the lead smelter 
-varied between 74.15 per cent to 83.20 per cent upto 1974-75. These 
percentages did not, however, take into account hard lead under 
process in the refinery. The percentage of process loss which varied 
between 16 per cent and 25 per cent was considered high by the 
Altekar Committee which observed that there was scope for reduction 
in the loss. It has been stated that the process losses are mainly 
through dust and slag. With the increase in production in 1974-75, 
the loss of lead through dust and fume has been high because the 
'filtering area of the bag house is inadequate to cope with the produc-
tion. The Committee are informed that the 2nd phase expansion of 
the smelter which was expected to be completed by MM'ch, 1976 has 
taken care to minimise the process loss and to aim at recovery 
efficiency of about 90 per cent which is comparable to international 
standard. The Committee would like to be informed of the conclusive 
:action taken to improve the recovery efficiency. 

Reply of Government 

In the second phase expansion programme of the Tundoo Smelter, 
1he following steps have been taken to ensure minimum loss and 
improve recovery efficiency:- . 

(i) Gases from the blast furnace are being cleaned by wet 
method so as to ensure dust being carried with the gases 

are finally vented off; and 
(U) A new blast furnace of higher capacity with changed 

design, has been installed which will ensure minimum 
lead losses tMough slag. 
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2. The new blast furnace and gas cleaning system are on trial, at 
present, and it is expected that with the changes incorporated, 
recovery efBciency would improve to about 90 per cent. The HindWl-
tan Zinc Ltd. has been asked vide lette.: No. 54012 (72) /76-Met.n 
dated 14-9-1976 (Appendix XVllI) to keep a watcb on the recovery 
eftlciency actually attained. 

[Ministry of Steel and Mines-Department of Mines, O.M. No. 
54012(1)/76-Met. n dated 17-11-1976} 

Recommeadation (S. No. 54, Pangrap. 5.1 .. ) 

The Committee find that there has been loss in transit in the-
quantities of ooncentrates despatched from Zawar Mines and received 
at Tuudoo. The total 1081 in value during 1967-68 to 1974-75 amounted 
to about :as. 14 lakhs. The Committee regret to note that in spite of 
the huge 1011 evwy year the matter was not brought to the notice of 
the Boaro. The Committee fail to understand as to why the manage-
ment have not gone into the reasons for the lou. The Committee 
11ft surprised to note that there were no weighing facilities of railway 
wagons either at Udaipur or at Tundoo siding and the quantity 
despatched indicated the R/R weight only which was issued on "aaid 
to contain" basis. The transhipment involved en route from MIG 
wagons to BIG wagons is also said to have resulted in handling any 
slippage losses. The Ministry have stated that the figures of quantity 
dispatched and quantity received may not Indicate the correct 
quantity either at despltebing point or at receiving point. The Com-
mittee are not convinced of the argument that the shortages/excesses 
counter-balanced each other at the end of the year. They feel that 
there should have been proper weighing facilities at the stages of 
production despatch and receipt so that the exact lossea could have-
been identified. 

Reply of Government 

The Hinduatan Zinc Ltd. has informed that weighing facilities for 
lead cOllcentrates have been provided both at Zawar MiDes anel 
Tundoo and that the concentrates are packed in 40 Kg. bags and the 
Railways are giving clear RRs in terms of number of bags. '1'he 
GOmpany has also s1Iated that despatch and receipt of the concentrates 
ue reconciled at Zawar Mines and TuDdoo periodically aDd regularly. 
The shortage during 1974-7~ amounted to 0.18 per cent OIl the weigh-
ment of bags. During 1975-78, the lead ooncentntes were rushed 
to the smelter at Tundoo to create a buffer stock of concentrates to 
meet the requirements of the second phase modernisation Of the Leact 
Smelte!'. Since the railway siding at the Smelter was having • 
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capacity of 5 wagons and the arrivals were 10 to 12 wagons per day, 
mast of the wagons were unloaded at the Katras railway siding where 
facility for weighment was nat available. Thus the shortage during 
1975-76 amounted to 0.23 per cent in terms Of number of bags. Neces-
sary arrangements for weighing the consignments will be made as 
soan as the new railway siding is completed. The Factory Superin-
tendent bas, however, been asked to weigh the consignments received 
!ram the Zawar Mines apart from reconCiling receipt from tbe 
number of bag&. 

[Ministry of Steel and Mines-Department of Mines, O.M. No. 
54012 (1) /76-Met.n dated 1-7-1977] 

BeeomIIleadatioD (S. No. 55, Paragraph 5.161) 

The Committee are informed that in order to minimise loues the 
gunny bags were replaced by improved high density polythefte bap 
in early 1m and a system of standardisation of weight of these bap 
has also been introduced. It has also been stated that clear RRs are 
now being issued to Railway. As a 'l"esult of these measures transit 
lasses have been reduced frcIm 2 per cent In 1973-74 to 8.59 per cent 
during 1974-75. The Committee need hardly stress that the Dew 
system should be kept under constant review in order to take suitable 
measures whenever discrepancies are noticed. 

Reply of GoYerDJDot 

The Hindustan Zinc Ltd. has confirmed that the new system 
iDtroduced in 1973 for despatch of lead concentrates to Tundao 1& 
reviewed constantly. The company has also stated that the quality 
of HOPI! bap has been upgraded and stronger high density circular 
woven hap are DOW in use. Breakages/leakages In transit are closely 
watched to take COft'ectlve aetion, whenever necessary. Monthly 
weighment statements of lead concentrate from the despatch point at 
Zawar Mines and receipt point at Tundoa are being reconciled 
peroidieally. 

[Ministry of Steel and Mlnes-Department of Mines, O.M. No. 
54012(1)/78-Met. n dated 17-11-1976] 

~tiea (S. No. sa. 1"araIn .... UU • 5.1"" 

The Committee ftnd that the percentage of recovery of silver, a 
Yaluable by-product of the lead smelter, varied from year to year. 
During the years 1967-68, 1969-70 and 1973-74, it exceeded even 100 per 
tent. They could not understand as to how wit!! an input of 3990.51 
kg. of snver In 11'73-74, for inBtanee, 4181.735 kgs. of silver could be 
ftCQvered. It bas also been admitted by the Management that 
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"recovery of 100 per cent or more is not only not realistic but is 
fallacious". The Committee note that the Management themselves 
are not satisfied with the existing procedure regarding the determi-
nation of silver in the form of metallic dross which is done "on eye 
estimation basis", but they have not been able to find out any better 
method 80 f8'l, despite effort. stated to have been made in this direc-
tion. 

The Committee need hardly point out that it is very essential for 
the undertaking to follow procedures which reveal the efficiency of 
the silver recovery system accurately and do not produce admittedly 
unrealistic and "fallacious" figures and thus keep the Management in 
the dark about the 'leal efficiency of the plant. They recommend that 
the lacunae in the existing procedure for determining the exact 
quantities of input and recovery of silver should be thoroughly 
investigated and a suitable method evolved in consultation with 
l'tIIearch organisations in the country or if necessary in consultation 
with foreign expert. and adopted without delay. 

Reply of Govet'lmlellt 

The Government agrees with the observation of the Committee 
that it is very essential to follow procedures which reveal the 
eftlciency of silver recovery system accurately and do not produce 
admittedly unrealistic and 'fallacious' figures and thus keep the 
management in the dark about the ·real emclency of the plant. 

2. The company is already actively engaged, with the II8I1stance 
of the Polish expert, in improving the sampling methods, analysts 
procedures and determination of the weight of secondaries. For 
determination of quantities of silver inPUts through concentrates, 
analysis is the only method so far known and which is followed 
abroad. To get better results, the analysis has to be done on various 
lots. 

3. In reference to the recommendation of the Committee, Hindus-
tan ZInc Limited is making enquiries with the various research 
organisations in the country and with foreign experts to find out 
better methods of evaluation of inputs and outputs. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1) /76-Met. IT dated 4-11-1976] 

BecommeDiatioD (S. No. 57. Paragrapb 5.ITt) 

The Committee find that norms of consumption of various fuel and 
fluxes per tonne of refined lead produced were tentatively find in 
September, 1971 and the actual consumption during the years 1871-71 
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to 1974-75 is stated to be near those norms. The Committee fail to 
understand as to why final norms could not be fixed during all these 
years. The Committee would like that the norms should now be 
fixed on a scientific basis and the actual consumption vis-a-vis the 
norms should be kept under constant watch and remedial measures 
tak!en wherever necessary. 

Reply of Government 

't"be Hindustan Zinc Ltd. has informed that the norms of consump-
tion of various fuel and fluxes per tonne of refined lead produced, 
fixed in 1971, were based on statistical information collected and the 
experience gained in the operation of the plant. These established 
norms, which are still followed, are considered realistic and have 
comaborated with the norms adopted in the project report prepared 
for the second phase modernisation of the Tundoo Lead Smelter, 
under the guidance of the Polish expert, who has over 40 years 
experience in lead smelting technology in the continent. 

2. However, the attention of the company has been drawn to the 
need to keep constant watch on the actual consumption vis-a-vis the 
norms and take remedial measures whenever neces&8'l"y vide copy of 
Letter No. 54012 (60) /76-Met. II dated 30-9-1978 (Appendix XIX). 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012 (1) /76-Met. II dated 21-12-1978} 

Recomm_dation (S. No. 58, Parqraph 5.174) 

The Committee find that out of the mining equipment valuing 
Ra. 137 1akha ordered by the MCI but cleared by Hindustan Zinc Ltd. 
In February, 1966 equipment valuing Rs. 48.38 lakhs only was com-
missioned during 1971 to October, 1972. It has been stated that the 
equipment was lying at Bombay Port far 2/3 years and when brought 
to the mines, it was found in damaged/rusted and corroded condi-
tion. The Committee are informed that a total claim of Ra. 9,23,150 
was lodged with the Railways for shortages as well as damages as a 
result of fire to one of the wagons. A total claim of Rs. 13,32,866 was 
forwarded to the Insurance Company who agreed to pay only RI. 2.5 
lakhs as a package deal towards the compensation far the 108lesl 
damages. It has been stated that the Railway authorlties rejected 
the fire loss claim of Rs. 8,05,822 on the ground that "it was an act of 
God". The Committee are not sure whether the equipment was 
insured against fire and whether the intervention of the admInistra-
tive Ministry was sought to settle claims with the Ministry of 
llanways. They feel that in view of tile huge claim involved the 
matter should have been vigoroualy pum1ed at the level of th. 
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Ministry. The Committee reconunend that the matter should be 
investigated with a view to pinpoint lapses and learn lessons for the 
future. 

Reply of Government 

The matter regarding damage/loss of mining equipment during 
transit from Bombay to Zawar Mines and tbe claim lodged with the 
Railways and the Insurance Company has been looked into and It is 
seen that the equipment was insured against fire. The insuranl:e 
cover, howeveT, was subject to the following:-

"Warranted that the insurance granted hereunder applies only 
to eoDBlgnments transported in closed wagons and that no 
liability attacbes hereunder to consignments in transit In 
open wagons." 

The consignment, in question, could not be tranaported. in cloaed 
wagons because of the size. 

2. The matter regarding settlement of tbe claim for loss of 
equipment by fire and short delivery with the RaUways was referred 
to the Department of Mine. by tbe Hindustan Zinc Ltd. in November 
1968. A reference was made to the Railway Board by the Department 
of Mines in December 1968. In May 1969, the Ministry of Railways 
informed that the matter was referred to the Western !Railway 
Administration. They further informed that the matter had also 
been taken up with the Ministry of Railways by the Chairman, 
Htndustan Zinc Ltd. and that the Western RaUway Administration 
had been told to process the ease expeditiously and to take, In consW-
tation with Htndustan Zinc Ltd., mutually acceptable decisions. 

3. The matter was referred to Hlndustan Zinc Ltd. in June 1969 
who repUed. in July 1969 that an oftlcer of the Western Railways was 
vtaitIDg Udaipur for discussions. From the papers placed before 
the Board in JUDe 1969 it is seen that the Railways had rejected the 
claim In respect of loss due to fire. In regard to the claim for losses, 
the HIndustan Zinc Ltd. had Informed the Ministry in July 1969 that 
aD omcer Of the Western Railways was visiting Udaipur for c:lisc'Ia-
s1ODJ. 

4. After July 1969, the matter was not, it is seen, vigorously 
pursued by the Hlndustan Zinc Ltd. till abovt 19'13-74. 

8. Govemment agnes with the obaerntion of the Committee that 
tile matter ahould have been vtgaroualy pursued. Suitable tnJtruc-
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tlons have been issued to the Hindustan Zinc Ltd. vide letter No. 
MCI2(47)!76-Met. n dated 8-11-1976. Appendix XX. 

[Ministry of Steel and Mines-Department of Minea, O.M. No. 
54012(1)l76-Met. II dated 28-1-71] 

BeeommeDclatioD (S. No. 59, Par ..... ph Un) 

The Committee find that fourteen floatation cells were purchased 
by the MCl at a cost of Rs. 1.50 lakhs for recovering pyrites in the 
.ore. These remained unutilised till December, 1973. It bas beeR 
stated that since the pyrite content in ore was insuftlcient and there 
was no suitable market for pyrite, these were not used for the pur--
pose. It has been further stated that these cells are IlOW being utilia-
ed for beneficiation of rockphosphate ore from the Maton Mines since 
January, 1974. The Committee would like to be informed if the 
matter regarding sale of pyrites was taken up with Pyrites aDd 
Phosphates and Chemicals Ltd. before coming to the conclusion that 
there was no market for pyrites. 

Reply of Goverament 
The matter rega'l'ding possible aa1e of pyrites was not taken up 

by Hindustan Zinc Limited with Pyrites and Phosphates It Chemicala 
Limited as the latter itself is a manufacturer and seller of the same 
product. 1ll8tead, the matter was taken up by the company with 
the Fertilizer Corporation of India, the major buyer of pyrites in the 
country. 

[Ministry of Steel and Mines-Department of Mines, O.M. No. 
54012(1)/76-Met. II dated 21-12-1978} 

Further information called for by the Committee 

<a) It has been stated that the matter was taken up by the 
Company with the Fertilizer Corporation of India. What wu the 
result? 

(b) Were any alternatiVe sources tried? 
Further reply of Goverament 

(a) The Sindri unit of the Fertilizer Corporation of lDdJa with 
whom the matter was taken up by the Hlndustan Zinc Ltd. has 
.observed as below: 

"The present Acid Plant which has- gone into production 11 
designed lor using granular pyrites and as such the material 
that you have indicated as would be aTatlable, emmot bII . 
considered for this unit" 



78 . 

(b) The Company has been advised to try other alterantive 
IOUl'ces. 

BeeOlDJDeDciation (S. No. 60, Paragraph 5.181) 

The Committee find that the percentage of idle hours to total 
hours in the Roaster and Acid Plant, Leaching. and Purification Plant, 
Electrolysis Plant and Super Phosphate Plant of Zinc Smelter varied 
between 13.38 per cent to 33.68 per cent, 12.2 to 25.3 per cent, 7.4 per 
cent to 18.6 per cent and. 38.68 per cent to 69.50 per cent respectively. 
Although the pOSition has improved auring 1974-75, the position 
during the earlier years particularly during 1973-74 was fllil from 
satisfactory. During 1973-74, the percentage of idle hours to total 
hours in the 4 plants was to the extent of 48.57 per cent, 25.3 per cent, 
18.6 per cent and 69.50 per cent respectively. Breakdowns/repairs, 
process loss and shortage of water/power, planned shut-down 
accounted for maximum loss of hours. The Committee woul!! like 
that the reasons for abnormal loss of working hours should be 
analyaed In depth with a view to take suitable remedial measures. 

Reply of Government 

The Hinduatan Zinc Umited has set up a Committee to analyse the 
reasons for abnormal loss of working hours in the Zinc Smelter. The 
company has also been asked vide letter No. 54012 (84) /76-Met. dated 
29-9-76 (Appendix XXI) that abnormal loss of working hours In 
future in any plant should also be analysed in depth to take suitable 
remedial measures. 

[Ministry of Steel and Mines-Department of Mines, O.M. No. 
54012 (1) /76-Met.n dated 21-12-1976] 

Further information caDed for t;y the Committee 

Has the Committee set up by HZL to analyse the reuons for 
abnormal loss of working hours in the Zinc Smelter submitted their 
ftndi~? If so, what remedial measures have been taken in pursu-
ance thereof and what has been the improvement during 1976-'1'7. 

Further reply of Government 

The Committee set up by Hindustan Zinc Umited to analyse fD 
detail the reuoDS for idle hours of the ciUferent units of the plaut for 
the year Ur73-'14 being the worst year of operation, bad submitted its 
report. 



79 

2. The main reasons for the big!l idle time in the different pro-
duction units of Debari Zinc Smelter in 19~74 have been analysed 
by the Committee. These can be briefly summarised as:-

(1) High incidence of power failuresj 

(2) Long shut down taken for carrying out roaster repairs 
when it was not possible to operate the Smelter due t<t 
power cutj 

(3) Repeated boiler tube failuresj 

(4) Shortage of acid for production of superphosphatej 

(5) Limitation of crusher capacity to feed rock phosphate to 
fabrication section. 

3. Appendix XXII lists working hOUTS of the different plants/ 
sections alongwith cathode output and number of power failures in 
the years from 1973-74 to 1977-78 (9 months). It can be seen that 
with the improvement in maintenance and operating practic8lf 
including implementation of preventive maintenance, better planned 
annual shut down and provision of standby equipment, the plant 
performance in terms of availability and output went up markedly 
in 1974-75 and 1975-76 in all the plants except SSP plant whore the 
plant operation was a1fected due to poor off take of SSP. 

4. In 1976-77, however, the equipment availability in all plant .. 
came down due to the interference of expansion activities and pro-
longed shut doWl\S taken in all plants, whenever required, to facili-
tate link-up of the expanded capacity of Smelter from 1800 TPA to 
45000 TP A of zinc metal. 

5. After the commissioning of new acid and roaster plant, the old 
acid and roaster plant was kept down as calcine produced from new 
roaster was sufBcient for available down stream facilities. The per-
formance of new roaster and acid plant has been satisfactory during 
the period April-December, 1977-78. From December 197'7 onwards 
the old roaster and acid plant has been taken up for revamping which 
fa expected to last for about one year. 

Recommendation (S. No. II, parqraph 5.182) 

The Committee find that one of the reaSOlll for idle houri in super 
phosphate plant was the shortage of raw materials. They see no 
re8lOJll for not maintaining adequate bufter-ltock of raw materlala. 
The Committee hardly mea that suitable steps should DOW be take 
to proeare raw materials well in advance In order to ensure mofmum. 
utilisation of the plant. 
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Reply of Government 

The Government agrees with the recommendation of the Com-
mittee that the 'I'aw-materials should be procured well in advance 
in order to ensure maximum utilisation of super phosphate plant. 
Since this important recommendation would be equally valid for all 
product! n plants, suitable l!1strurtions in the matter have been 
issued to the Chairman-cu.m-Managing Director, Hindustan Zinc Ltd., 
vide letter No. 54012 (63) /76-Met.II dated the 11th September, 1976 
(Appendix XXIII). 

[Minist'I'y of Steel and Mines-Department of Mines O.M. No. 
54012 (1) /76-Met.II dated 4-11-1976] 

Comments of the Committee 

The Committee would Uke to know as to what action has been 
taken by HZL regard to procuring raw materials well in advance 
in order to ensure maximum utiUsation of its plants. 

Recommendation (S. No. 62, Paragraph 5.18'3) 

The Committee are informea that short fall in Roaster utilisation 
.adversely affected the output of the Leaching and Purification Plant 
.and Electrolysis Plant. They have already recommended that 
effective steps should be taken to ensure utilisation of the entire 
available capacity of the Roaster. 

Reply of GGvernm.ent 

The Government agree with regard to ~he need for the utilisation 
of the entire available capacity of the roaster. 

2. The Hindustan Zinc Ltd. has informed that action had been 
taken to increase the utilisation of the roaster capacity by introduc-
tion/modification of the following:-

(a) IntrodUction of hot blower with a chimney- to give better 
manometric balance and to prevent aceumulatlon of calcine 
in the expansion joint of the boiler. 

(b) Provision of openings in the expansion hints or lancing to 
prevent calcine accumulation. 

(co) Introduction of more lancing points in the boller and 
also more frequent laneing for keeping the boiler clean. 

S. The above modibtiohS have incteaeed the utiliBation of the 
roaster capacity to more than 90 per cent of ita capaCllty. The shott-
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fall still existing in the roaster capacity will be covered by the addi. 
tiona! roasting capacity provided in the expanded Zinc Smelter. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012 (1) /7fi.Met.II dated 17·11-1976] 

Recommendation (S. No. 63, Paragraphs 5.186 and 5.187) 

The Committee find that the percentage of idle hours to total 
hours in the Lead Smelter varied between 8.68 per cent to 26.85 per 
cent in the Sintering Plant, between 8.6 per cent to 55.92 per cent in 
the Blast Furnace and between 0.6 per cent to 37.43 per cent in the 
Lead Refinery. The Committee are informed that "'l'undoo Smelter 
is a labour intensive plant" and "there are no machinery worth the 
name in respect of which such idle hours record need be available." 
It has been further stated that "with progressive mechanisation 
connected with second phase expansion, this system will be intra. 
duced along with introduction of machinery." 

The Committee expect that with the completion of the second 
phase of expansion the system of analysing the reasons for idleness 
of machinery will be introduced on a scientific basis. 

Reply of Government 

The Hindustan Zinc Ltd. has informed that the second phase 
-expansion of the Tundoo lead smelter has been mechanically com· 
pleted and the equipment are under trial runs. 

2. The Company has also informed that a system has been evolv-
ed whereby equipment utilisation can be periodically reviewed. The 
system is awaiting introduction pending stabilisation of production 
in the plants. 

3. The reasons for under utilisation of equipment will be studied 
by the company and remedial measures taken to ensure better 
.equipment utilisation. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1) /7fi.Met.II dated 27·11-1976) 

Recommendatioo. (S. N •. H, Pangraphs '.1 to '.t) 

The Comrnittee ue Iurp'l'ited to ftnd that Hindustan Zinc Ltd., 
had not worked out the mining output per man shift (OMS). The 
overall OMS has, however, been worked out. But the overall OMS 
figures are not indicative of the productivity precisely 81 no dis-
tinction has been made between the men employed on Developmen-
tal works and those employed on production. As the break-up of the 
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manpower between exploitation and development was always fur-
nished by the Mines Manager for the purpose of booking, the-
expenditure to the appropriate capital and revenue heads, the Com-
mittee see no reason why it was not possible for the Management 
to calculate OMS with reference to the men employed on ore pro-
duction alone. 

The Committee fail to tmderstand as to how proper control was 
exercised by the Ministry/Management in the absence of accurate 
mine output per man shift. It is only now that the Ministry have 
issued instructions to HZL to work out the accurate mine output 
per manshift, overall output per man shift and the development 
productivity for each of the mines in operation with a view to con-
tinuously maintain improvement in these areas. The Committee 
hope that at least now the management would follow these instruc-
tions in letter and spirit. 

Reply of Govermnent 
The Hindustan Zinc Ltd. has already started working out mine 

output per man shift, overall output per manshift and the devel-
opment productivity for the mins. 

The OMS figures M"e reported to the Board/Ministry in periodi-
cal reports. 

[Ministry of Steel and Mines-Department of Mines O.M. 
No. 54012(1)/76-Met. II dated 4-11-19761 

Recommendation (8. No. 65, Paragraph 6.10) 

The Committee also recommend that the reasons for shortfall 
in the actual OMS, if any, should be analysed so as to take remedial 
measures in order to improve productivity and thereby increase 
production. 

Reply of Government 

The Hindustan Zinc Ltd. has informed that the OMS figures are 
now closely scrutinised, shortfalls, if any, are analysed and brought 
to the notice of the Deputy General Manager (Mines) and remedial 
meallures taken whenever necessary. OMS figures are also reported 
to the Board/Ministry in the Periodical Reports. 

2. To improve the situation further, a Committee has been set 
up in the company to look into the areas and devise ways and 
means to improve OMS. 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012 (1) /76-Met. II dated 8-12-1976} 
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Further information called for by the Committee 

(a) When was the Committee set up? 

(b) What are the terms of reference? 

(c) Has the Committee submitted its Report? If so, what action 
has been taken by the Management on the recommendations!obser-
vations in the Report? 

Further reply of Government 

(a), (b) and (c) A Committee was constituted by the Hindustan 
Zinc Ltd. on the 27th April, 1976, with the following terms of refe-
rence:-

(i) To standardize system of OMS calculation which would 
be strictly adhered to; 

(ii) To go into details of the steps to be taken and recom-
mend measures to improve OMS at all the mines; and 

(iii) To keep in view the increase in wage component and 
balance such increase in earning per shift. 

The Committee has submitted its report in the last week of April, 
1977 which is being reviewed by Deputy General Manager (Planning 
& Development) and Deputy General Manager (Zawar Mines) for 
final comments before it is approved by the Managing Director for 
-taking action on its recommendations/observations. 

Further information called for by the Committee 

Has the Report of the Committee since been approved by the 
Managing Director? If SQ, what action has been taken on its recom-
mendations? 

Further reply of Government 

Hindustan Zinc Ltd. have informed that after perusal of the re-
port, the Chairman-cum-Managing Director has desired that the 
method of calculating OMS for mines under development be clearly 
defined in the report. This is being attended to by the concerned 
omcers and the final report is expected to be submitted to the Chair-
man-cum-Managing Director shortly. 
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Recommendation (S. No. GG, Par-.raph 6.29) 

Th e Committee note that as against the strength of 894 recom-
m'Iltled by the consultants (1961) and of 851 assessed by the Insti-
tu+,e )f Applied Manpower Research (IAMR) (1969) the actual yearly 
ave\'lltSe has varied from 961 to 1178 during the year 1968-69 to 
1974-7 ~. They are informed that the Board of Directors had felt 
in '9'N that IAMR (which was paid Rs. 26,500 for the study) did not 
have ~mcient expertise or organisation to undertake the industrial 
studie, of the nature required by the Undertaking. The Committee 
do UG\' appreciate the appoiJltment of IAMR for evaluation of staff 
standlUds in view of the fact that they are not reported to have ex-
perti.se. 

Reply of Government 

'l"he Government agrees with the above conclusion of the Com-
mit •. ~e. Necess8.ry instructions in this regard have been issued to 
the Hindust~ Zinc Ltd. vide letter No. 54012 (81) /76-Met. n dated 
15-9- \976 (Appendix XXIV). 

(Ministry of Steel and Mines-Department of Mines OM No. 
54012(1)176-Met. II dated 4-11-1976] 

Recommendation (S. No. 67, Paragraph 6.30) 

T'lle Committee note that in 1970, Mis. mCON were asked to un-
dertr'te a fresh study of manpower in zinc smelter, Zawar mines, 
and Head office on payment of Rs. 1,65,000. They find that even 
accol ding to the reports made by Mis. mCON in August, 1973, in re-
gard to Zinc smelter, the actual staff strength was much more than 
their assessment. They note that while according to the Audit, the 
strength recommended by Mis. iIBCON was 552, the Management 
have stated that MIs. mCON recommended a strength of 581. The 
Committee would like the Ministry to look into the matter and ra-
reconcile the position to avoid any confusion on this scope. 

Reply of Government 

'l'he matter has been looked into. The correet flgure is 581. The 
figures appearing on page 101 of the Audit Review (column 3) were 
bs5eCi on an earlier report of IBCON, which were subsequently re-
vlsel by them. Inadvertently, the revised figures were not pointed' 
out t., Audit earlier. Hindustan Zinc has also stated that the figure 
of Sf I has sinCe been accepted by Audit while vetting the company's 
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J'f'~ly after the oral evidence before the Committee (Ref. page U-350 
-Supplementary material, Vol. IV). 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012(1) 176-Met. II dated 4-11-1976] 

Recommeadation (S. No. 68, Paragraphs 6.30 to 6.33) 

The Committee note that in 1970, M/s. IBCON were asked to un-
dertake a fresh study of manpower in zinc smelter, Zawar Mines 
and Head Office on payment of Rs. 1,65,000. They find that even 
according to the reports made by Mis. IBCON in August, 1973, in 
regard to Zinc Smelter, the actual staff strength was much more 
than their assessment. They note that while according to the Audit, 
the strength recommended by Mis. IBCON was 552, the Manage-
ment have stated that MIs. IBCON recommended a strength of 581. 
The Committee would like the Ministry to look into the matter and 
reconcile the position to avoid any confusion on this score. As 
against the standard strength of 581, recommended by Mis. IBCON 
acco· 'ding to the Management, the actual strength was 1058 in 1970-
71. The annual savings on redeployable surplus was then calculat-
ed at about Rs. 11 lakhs. The Management stated in August, 1972 
that su.rplus manpower had been located and was being progres-
sive! '{ redeployed in other expansion/development schemes of the 
Undertaking. The Committee are informed that as on 31st March, 
1975, the actual strength had come down to 972 from 1058. They are 
furtb!r informed that the excess of 391 workmen over the recom-
mended strength is due to increase in the number of work spots as a 
resul: of certain additional equipments, increased and intensified 
main .. ..enance due to ageing and addition of equipments, depart-
ment 11 execution of certain jobs which were previously done by 
contI actors and in view of the high percentage of absenteeism among 
work~. 

The Committee regret to note that, as admitted by the Ministry, 
the strength of the Officers, staff and labour force grew up due to 
ad h(c additions from time to time after take over of the company 
by G'Jvernment and there was no scientific analysis of job require-
ments befo.re filling up the various posts in earlier years. It is all 
the more regrettable that even after two expert organisations have 
carriod out detailed scientific analysis of the manpower require-
ment I of the undertaking, the picture is still far from clear. 

TIle Committee are infonned that the additional manpower em-
ployed have been traihed up in the various operations and would 
be helpful in manning the critical areas not only in the expanded 
smel~ at Debari, but also in the Visakhapatnam Smelter. The· 
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.committee need hardly stress that the employment of staff in ex-
cess of requirements not only adds to the wage bills but also results 
in low productivity, high cost of production and administrative and 
human problems. They recommend that the optimum staff strength 
for various jobs in mines and smelter should be determined with-
out any further loss of time in the light of the recommendations of 
Mis. mCON and on the basis of scientific study of any subsequent 
developments and a concrete scheme to redeploy the surplus staff 
in the new units at Zawar or Debari or elsewhere drawn up and 
implemented according to a time-bound programme till every sur-
plus hand is employed on productive work. They would like to be 
informed of the concrete steps taken in this regard. 

The Committee further recommend that after optimum strength 
is fixed for various units, no addition to staff strength should be 
made without critical examination of the desirability and necessity 
for such additions. 

Reply of Government 

The position regarding staff strength recommended by Mis. 
IBCON for the Debari zinc smelter, viz., 581 has been reconciled in 
.the reply to Recommendation No. 67. 

2. The Government agrees with the observation of the Committee 
that employment of staff in excess of the requirements not only 
adds to the wage bill but also results in low productivity, high cost 

·of production and administrative and human problems. 

3. Hindustan Zinc Ltd. has since determined the optimum staff 
-strength for the Zinc smelter (Debari) and the position of the 
smelter and mines is as follows:-

(i) Debari zinc smelter-Based on the recommendations of 
Mis mCON and further studies carried out by the Indus-
trial Engineering Cell of the company, the optimum staff 
strength for the expanded Debari Zinc Smelter has been 
determined by the Hindustan Zinc Ltd. as 1344 (excluding 
142 officers) with the approval df the Board of Direc-
tors. The company expects that the surplus manpower 
would get absorbed in productive jobs before the end of 
1976. Later some recruitment may be necessary to meet 
the full requirements and to replace some of the trained 
hands who would have to be transferred to the Visakha-
patnam Zinc Smelter, which is altogether new. 
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(ii) Zawar Mines-The surplus manpower at Zawar Mines 
as per IBCON Reports, as on 31-3-75 was as follows:-' 

(a) 363 in Mochh Mines; 

(b) 52 in the Ore Dressing Plant; and 

(c) 76 in the Surface Departments. 

491 

The surplus of 363 at (a) above included about 68 workmen 
on the basis that there should be one semi-skilled helper 
with every skilled operator as against two semi-skilled 
workmen with each skilled workman, which had 
been the practice since the inception of the mining opera-
tions. The reduction of semi-skilled workman to each 
skilled workman could not be enforced as the same was 
not acceptable to the Union. About 170 workmen have 
been deployed in the East and West Mochia Mines. The 
net surplus, thus works o'.J.t to 125. The company expec;s 
to gradually reduce the manpower at Central Mochia 
Mine further while improving productivity. 

Regarding (b) above, Hindustan Zinc Ltd. has stated that the 
surplus observed by IBCON was before the 2,000 tonnes 
per day mill was put into operation. After commissioning 
the mill, the manpower requirement was further analysed 
by a Committee consisting of the management and the 
representatives of the Union. Based on the recommenda-
tions of the Committee, there is no redeploy able surplus 
manpower in the mill. 

As regards (c) above, the company has :::tated that the ob-
served surplus of 76 in the Surface Departments has been 
fully absorbed in the increased volume of work in these 
Departments on account of the commissioning of the 
2,000 tonnes per day mill, new projects coming up at 
Balaria, Zawarmala etc. all of which are dependent QIl the 
centralised Service Departments. 

4. Hindustan Zinc Ltd. has also informed that no further addI-
tions to staff strength will be made withou( critical examination of 
the desirability and necessity of such additions. 
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5. The company has been advised to place the above optimum 

lUff strength for the Zawar Mines before the Board and to deter-
mine the requirements of other mines, well before their commis-
SiOning, and obtain the Board's approval for the strength 90 deter-
mined and for any increase in the staff streng~h beyond the appro-
ved levels vide letter No. 54J12 (54) fi6-Met. IT dated 23-10-1976 (Ap-
pendix XXV). 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012 (1) 176-Met. II dated 22-8-1977] 

Further information cal1ed for by the Committee 

(a), Has the Company placed the optimum staff strength for the 
Zawar Mines before the Board? 

(b) Have the requirements of other mines been determined anel 
has the approval of the Board been obtained? 

Further reply of Government 

<a> The optimum staff strength for Zawar Mines has been work-
ed out and will be placed before the Board very shortly. 

(b) The other mines of the Company which have been approv-
ed by the Govt. for development are Maton Rockphosp~ate mine and 
Rajp"L1ra-Dariba Zinc-Lead mine in Rajasthan. The Company vide 
letter No. 54012(54)176. Met. II dated the 2nd May, 1977 (Appendix 
XXVI) has been askec: to determine the staff strength of these 
mines and obtain approval of the Board. 

Further information called for by the Committee 

(a) Has the optimum staff strengt3 for Zawar Mines since been 
finalised by the Board? If so, whether this ha3 actually been im-
plemented. 

(b) Have the req'"L1irements of staff of Maton Rockphosphate mine 
and Rajpura-Dariba Zinc-lead mine in Rajasthan, since been de~er
mined and approved by the Board? Also indicate whether the de-
cision of the Board has been implemented. 

Further reply of Government 

<a) The optimum staff strength for Zawar mines has since been 
finalised and approved by the Board of Directors in their meeting 
held on 27th" 28C!. June, 1977. It bas also been implemented. 
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(b) The requirements of staff of Maton Rockphosphate mine 
were also approved by the Board at their aoove meeting. This ia 
as per the strength indicated in the Detailed Project Report. 

As regards Rajpura-Dariba Zinc-Lead mine, the strength of the 
officers was also approved by the Board in the above meeting. This 
is as per the strength indicated in the Detailed Project Report of the 
mine. The requirement of staff for these mines which are presently 
under development, are being separately worked out for approval 
of tae Board. 

Recommendation (S. No. 69, Paragraph 6.34) 

The Committee are concerned to note that the absenteeism of 
workers in the smelter complex has assumed serious proportions. 
In 1975, for instance, the percentage of absen~eeism ranged from. 11 
to 22 per cent. The Committee cannot over-emphasize the need for 
strict discipline and seriousness among working force and urge that 
the malady of absenteeism should be dealt with flnnly and eradi-
cated in the interest of achieving higher production at economic cost 
in the larger national interest. 1 

Reply of Gov~ment 

The Hindustan Zinc Ltd. and the Government agree that the 
malady of absenteeism should be dealt with finnly in the interest 
of achieving higher producdon at economic cost, in the larger na-
tional interest. With this end in view, the company has taken the 
following punitive and positive measures to deal with the prob-
lem:-

(i) Strict enforcement of the provisions Of the certified 
Standing Orders whereby:-

(a) the services of wO'Tkmen remaining absent unautbo-
risedly for a continuous period of eight calendar days 
stand terminated on· the expiry of eight days' absence; 
and 

(b) habitual una'llthorised absence is cons;rued as miscon-
duct and disciplinary action initiated and punishment 
awarded. 

(ii) While extending some of the long teTm agreements:-

(a) restrictions have been imposed on the number of occa-
sions that a workman can avail of earned leave; and 
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(b) minimum number of attendance days in a year has been
specified in some cases in order to qualify for annual
increment.

(Hi) Incentive~3cheme has been introduced to encourage regu-
Jar job attendance, whereby a workman wlfo attends on
all the days in a month gets f'<111 benefit, those whose phy-
sical presence is short by one or two days get propor-
tionately reduced benefit and others do not get any benefit.

(Iv) To reduce the incidence of absenteeism, discussions are
held in the Joint Consultative Committees, which consist
of the representatives of the management and the work-
men, in all the major units of the company.

[Ministry of Steel nd Mines-Department of Mines OM No.
54012(1) /76-Met. II dated 21-12-1976]

Reeommendation (S. No. 70, Paragraphs 7.29 to 7.33)

The Committee note that as the then existing costing and infor-
mation system was considered inadequate to meet the fast growing
needs of the undertaking, the Administrative Staff College of India
was requested in July, 1972 to make a survey and report on the
methods of streamlining and modernising the existing sys.em, The
report of the Administrative Staff College was received by the un-
dertaking in September, 1973. The Committee are informed by the
Undertaking that the system of cost compilation a, recommended
by the Administrative Staff College's now by and large being fol-
lowed, They, however, find that while all the divisions of the un-
dertaking were recommended to be considered as profit centres at
the budget time and for monthly reporting, the cost centres in the
mines, zinc smelter and lead smelter are still not being individually
treated as profit centres and no separate profltability of each cost
centres is being worked out. It is stated that the cost analysis for
each centre is examined by the Plant Managers ani the pro-
fitability is worked out for the end products. The' Management
have stated that no useful purpose is likely to be served by work-
ing 0 It separate profitability of all cost centres.

The Committee regret to note that while the Administrative
Staff College recommended that integrated accounts and cost Code
be developed for analysis of relevant cost and operations, the under-
takin ! is not following the integratedsystem of accounts and instead
financial accounts and cost accounts are separately compiled. The
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Committe- see no reason why an integrated system cannot be fol-
lo~ed as in their opinion it facilitates testing the accuracy of cost
da.a and is more scientific.

The Committee also note that the system of standard costing as
visualised in the report of the Administrative Staff Collezo is not

• . 0

consIdered feasible by the Management at thiJ stage because of de-
velopm ent and production going simultaneously alongwith large
expansion activities. The Management, it is stated, have intr-oduced
ihe practical system of budgeted cost and this is stated to. be cons-
tantly followed. The Committee are informed that the various cost
systems and procedures evolved by the 'Undertaking were appreciat-
ed by the Mini-try of Finance, Government of India, and they had,
in fact, thought of introducing similar system in other public un-
dertakings.

The Committee also regret to note that, as admitted by the un-
dertaking, certain other minute details indicated in the report of the
Administrative Staff College are not being implemented and acted
upon on the plea that in mining industries such details and standard
costing sys.erns are not normally possible and time and labour in-
volved may not be commensurate with the results aimed at.

The Committee would like the Ministry to critically examine the
costing system actually introduced in the undertaking vis-a-vis the
recommendation- made by the Administrative Staff College and
infrom the Committee as to whether the system introduced by the
Management is adequate to meet the fast growing needs of the un-
dertaking and keep the cost under effective control and whether it
has proved useful to the Management to locate areas of weakness
and effect economies where the cost were found higher than the
norms.

Reply of Government

A criticaj examination of the costing system in the Hindustan
Zinc Ltd. vis-a-vis the recommendations of the Administrative Staff
College of India (ASCI) and the adequacy of the existing system to
meet the fast growing needs of the undertaking was undertaken
through the Chief Cost Accounts Officer, Ministry of Finance (De-
partment of Expenditure).

2. The Cost Accounts Branch examined the costing system in
depth and have reported as follows:-

(i) All the recommendations of the ASCI have, by, and large,
been either implemented or accepted for action by the
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Hindustan Zinc Ltd. with some modification wherever 
considered necessary in the light of actual experience. 

(ii) The company has also agreed to adopt certain other minute 
details indicated in the report with suitable changes to 
meet the actual req-Lliremen is of the company for the pur-
pose of control over expenditure. 

(iii) The company has not introduced the integrated system of 
cost and financial accounts. Though this system was re-
commended by the Administrative Siaff College of India, 
they had not actually outlined the system in their report 
for easy compliance by Hindustan Zinc Ltd. The company 
has agreed to take necessary steps for introducing this 
system as early as possible after studying it actual work-
ing in one or two public sector undertakings and after 
getting an outline of the system prepared. 

(iv) The system of standard costing, as visualised in the report 
of the Administrative Staff College of India, has noi been 
considered feasible by Hindustan Zinc Ltd. at this stage 
because of development and production going simulta-
neou!!ly alongwith large expansion activities. 

(v) The Company is exercising control over expenditure with 
the help of norms of cOIlS'llIIlption evolved for various 
materials and utili ties as also budgeted cost. 

(vi) Stanrtard costing will be introduced as soon as the ex-
pens;on activities are over and production gets stabilised. 

(vii) The present sysfem is serving the needs of the manage-
ment to a large extent and with the implementation of 
the items referred to above, the system is expected to 
prove to be effective. 

3. A copy of the above reply of the Government has been for-
warded to Hindustan Zinc Ltd. to take appropriate action as soon 
as possible. The introduction of integrated system of costing, stand-
ard costing, etc. will be watched by the Government. 

[Ministry of Steel and Mines-Department of Mines O.M. N~. 
54012(1) 176-Met. II dated 27-11-1976] 

~mmeDdatioD (S. No. 71, Paragraphs 7.34 " 7.35) 
The Committee are informed that the costing system in vogue in 

the company and further changes and improvements were approved 
"y the top executives and the Chairman-cum-Managing Director. 
The Management have stated that these are the methods and proce-
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clure evolved from time to time {{Jr efficient reporting system ~is
tinct from any policy decisions and as such it was not considered 
necessary to place these matters before the iloard 01 Directors 
though the Board and the Government are kept informed througn 
periodical reporis on the performance of each cost centre with the 
variance analysis etc. 

The Committee are not convinced by the reasons advanced by 
the Management for not placing the cost system introd\lCed in the 
company before the B~ard of Direc:ors, As the Board of Directors 
is res?onsible for the all round efficient working of the Undertaking, 
the Committee see no reasons why these matters should not have 
been placed before the B03.rd so that Board may examine the effec-
tiveness and utility of the various methods and procedures evolved 
and introduced in this regard by the Management. They would like 
this to be done without any further delay and the Committee in-
formed of the reactions of the Board in this regard. 

Reply of Government 
The Government agrees with the observation of the Committee 

that the reaso!ls advanced by the Management for not placing the 
cost system introduced in the company before the Board of Direc-
tors are not very convincing, 

2. A note on the existing costing system and procedure in the 
company was placed before the Board of Directors of the company, 
at its meeting held on 29-9-76. The Board, however, deferred consi-
deration of the note to its next meeting. The reactions of the Board 
on the existing costing system and procedure will be intimated to 
the Committee after its next meeting. 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012 (1) 176-Met. II dated 27-11-1976) 

Further information called for by the Committee 

Has the Board considered the note on the existing system and 
procedure? If so, what are the reactions of the Board? 

Further Reply, of Government 

A comprehensive note on the existing costL-tg system and proce 
dure was placed before the Board for its perusal at its 72nd meet;nl. 
held on 29-9-76 the consideration of which was deferred to the um 
meeting, The Board considered the note at its 73rd meeting held o~ 
10-12-19'16 and approved the same. 

Bec:ommendation (S. No. 72, Paragraph 7.38) 
The Committee note that w.e.f. 1972-73, the Company has fixed 

certain norms for consumption of materials like explosives, chem!· 
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cals, drill rods, etc. According to the Managem.:?nt these were based 
on proje:t reparls and actual experience gained, during operation of 
the plant. The Committee recommen1 th:lt the norms for consump-
tion of materials should be sCientlfi:ally fixed based on appropriate 
data and approved by the Board. The Board should also critically 
review the variance from the norms with a view to suggesting suit-
able remedial measures for effecting economie;; where necessary. 
The norms should be kept under- constmt and continuous review by 
Management and re~·.uts brought to the notice of the Board from 
time to time. 

Reply of Government 

The Government agrees with the recommendation of the Com-
mittee that norms for consump.ion of materials should be scientifi-
cally fixed, based on appropriate data, and reviewed on constant and 
continuous basis. Suitable instructions in this regard have been issu-
ed to the Hindustn Zinc Ltd. v;de letter No. 54012 (79) 176-Met. II 
dated 14-9-1S76. . (Appendix XXVII). 

[MInistry of Steel and Mines-Department of Mines OM No. 
54012 (1) /76-Met. n dated 4-11-1976J 

BecommeDdatioa (S. No. 74, Paragraph 7.54) 

It has been stated that norms of cost of production have been 
prepared beginning with the quarter Ju!y-September, 1973 and sub-
mitted to the Board and the Government. 

The Committee would like to know the outcome of the studies 
into the norms of cost of producti<ln re;-orted to have been made for 
the qu::rter July-Septembe:, 1973 and action taken in pursuance of 
the studies to control cost of production. 

Reply of GovehllDeDt 

As stated in paragraph 7.51 of the ReJ:'Ort of the Committee, the 
Chairman-cum-Managing Director, Hindustan Zinc Ltd, had inform· 
ed the Department of Mines vide his letter dated 17-7-74 that norms 
of cost of production ]lad been prepared beginning with the quarteT 
July.September, 1973. In this letter, the company had also analysed 
th~ reaso:lS for increase in cosh of pro.,'iuction and the effect of the 
steps taken to control expendit\a'e during 1973-74 tns-a.-vis costs 
during 1971-72 and 1972-73, as follows:-

(I) In regard to clnc metal production, the major incre8Se8 
durinc 1913-'14 ~ 1971·72 were under 'Salaries aDd 
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Wage,', 'Repairs and Maintenance', 'Depreciation' and 'HQ. 
overh~!ld a:ld inte:est'; 

(ii) The reasons for the in:rease were bI'iefly as follows:-

(a) Salaries and Wages-The cos; of Living Index which 
\v",s 184 'n April 1971 had gor.e up to 243 in July 1973 
(wh ~n th ~ norm, were fixeJ) a:ld 215 in March 19';'-'. 
Further, between 1971-72 and 1972-74, the:e had been 3-
wage rise for the work~rs on the b.~i.> of an agreement. 

(b) Repairs alld Mainten.ance-No~ only there were subs~an· 
tial increase:; in t'le priC2 of en jnee:hg stores and. 
spares during 1973-74, but du! to the ~evere power in-
te:ruptio:ls, tlle maintenance re~uirement increase:!. 

(c) Depreciation-The in::reasc was due to the revision of 
the ba.il for derrcciation. 

(d) HQ overhea:1 and inteTest-This was on account of the-
a ·cumulation of stocks of zinc and le!ld due to delay inc 
.allo:ation ord~rs. 

(iii) The relsons for the incr'e!lse in the cost of mining and 
milling during 1973-74 visa-a-vis 1971-72 revelle:l as a re-
sult of the am lysis by the management in July 1974 h:lve-
been stated in reply to R~ommend.3tion No. 73 above. 

(iv) A1J a resu~t of the C03t control measures, it was possible-
to:-

(a) reduce the COlt iniex on account of concentrate COD-
sumption in zin~ production to 85 during 1973-74, against 
the co~t i ldex of 100 for 1971-72, despite the shortfall 
in metal p:oduction. 

(b) reduce the cost of wa::es in mining <>rerations during-
1973-74 to a!Jout 47 per cent against 49 per cent in 1971-
72 des")ite the wage hill going up to Rs. 78 lakhs in 
1973-74 from Ri. 42 lakhs in 1971-72; and 

(c) reduc~ the COlt of store3 to 2J pel' cent in 1973-74 from. 
25 per ce:1t i:1 ]971·72 desrite the increase in quantum of 
expenc:fitU!'e on repairs and mainter.ance. 

tM1nJ.stry of Steel and I4iDett-Department of MinH O.M. No. 
54012 (1) (16-Met. n dated 21-1-197'7]' 
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JIeeommealiatioa (S. No. 14, PlII1Igraph 1.5C) 

The Committ~ would also like to be informed of the steps taken 
to tone up the working of the Finan:e Wing of the Undertaking so 
sa to make it effe::tive and dynamic. 

Reply of Govel1UDent 

A full time Director (Finance) has been app"inted to head the 
Finance Wing of the Hindustan Zinc Ltd. Actbn is also being taken 
by the comp:my to position more experien~d officers both in Finance 
and Costing fields. Further, the company is ronside::-ing the question 
of introdu7tion of mechanised a:counting and integrated codes along 
with standard costing proc2dures to exercise proper fin:mcial/cost 
control 

[Ministry of Steel and Mines-Department of Mines n.M. No. 
54012 (1) /76-Met II da'ed 28-1-1977] 

Further informatillD called for by the Comm~ttee 

Has the company taken a decision to introduce Mech:mised ac-
counting and integrated codes along with st"'lldard costhg procedures 
to exercise proper financial/cost control? If so, has this ~en imp!~ 
mente(i in actual practice? 

Farther reply of Government 

The Hlndustan Zinc L~ has appointed MIs. Batliboi and Com-
pmy, Chartered ACCOU~ltants, to implement integrated ('odes aleng 
with the standard costing procedures. The follOwing working areas 
have also been mechanised with unit record installations of lCL and 
Soemtron:-

(a) Pay sheet preparation at Head Office, Debari Zinc Smelter 
and Zawar Mines; 

(b) Stores Accounts at Debar! Zin·: Smelter and Zawar Mines; 
and 

(c) Sales register md Trial Balance etc. at Debarl Zinc 
Smelter. 

IIecommeDdatiD.ll (S. No. 7&, parqraph 7.55) 

The Committe~ need hardly point out that the Management have 
• ape::ial responsibility to keep • close watch on the (on of produc-

. They recommend that the quest:on of cost of production should 
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be & standing item on the agenda of the Board meetings to enable the 
Board to review the position critically, identify the are;s where E:CG-
nomie. can be effected and watch the results of the remedial measures 
taken in this regard. 

Reply of Government 

The Government agrees with the recommendation of the Commit-
tee that man=gement have a special responsibility to kE'Cp a close 
watch on the cost of production and that it should be a standing 
item on the agenda of Board meetings. Necessary instructions have 
been issued to the Hindustan Zinc Ltd. in this regard vide letter 
No. 54012(80)/76-Met. II d:ted 14-9-1976. (Appendix XXVIJI). 

[Ministry of Steel and Mines-Derartment of Mineo> O.M. No. 
M012(1)/76-Met. II dated 4-11-1976] 

ReCOIDDumdation (S. No. 77, Paragraphs 8.17 to 8.20) 

The Committee note that after the s~arce Industrial Materials 
Control Order Act 1965. which rerolated the distribution Dnd pricing 
of zinc, was withdrawn in June 1966, the Board of I:irectors of the 
undertaking referred the matter of future pricing to Government 
for advise. In January, 1967 Government advised that in the absence 
of hformation regarding the all inclusive cost of production of zinc 
to the undertaking, the sale price should be such that the undertaking 
was not put to loss whi~e at the slime time undu::! advanta~e was not 
taken of the very high prices artificially ruling the markel The 
Committee find that the sale prices of zinc fixed by HZL in consul-
tation with the Government were lower than the cost of production 
lind aho lower than the MMTC's prices for imported. zinc (except 
during the quarter April-June 1971) and it appears that these were 
Lso lower than the ruling market prices. 

It is stated that the dual price was mat'ltained on the ground 
that it will have repercussions on other industries like steel and 
aluminium where price of indigenous product was generally lower 
than the imported price and also to discourage inem~iency caused 
by low level of production in zinc industry. The Committee are 
Informed that in actual operation the selling price of zinc continued 
to be unremunerative and the undertaking continuPd to incur 10~1. 
With efl'e~t from 1st April 1973, the Government,have, with a view 
to providin~ relief to the indigenous producers and at the same time 
providing uniform prices to the consumers, el10wed the undertaking 
to sell its production of zInc at a price not exceeding the MMTC'. 
puUinll' prices and consequently uniform pridng was tntrodu:ed 
both the imported and indigenous products. 
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The Committee note that in regard to lead also, the pric~ cf 
lead produced by HZL at Tundoo was lower than the ruling ma:'ket 
price for some time though l:ter the und~rtaking de::id~d to sell 
it at the prevailing market price. 

The Committee regret to observe that t'.1l March, 1973 ~he HZL 
was made to sell zin: !lroduc~d by it at a price which was not only 
unremunerative but also lower than market pri::e znd also lower 
than the MMTC's price for imrorted zinc and thu, s'lffer Joss in the 
process. The Committee would ;ike the Governm::nt to review the 
pricing policy, following till March, 1973 and draw lessons for thC'ir 
future guidance. 

Reply of Government 

It is true that in January, 1967, the Government had advis?d the 
Hindustan Zinc Ltd. to fix the s~lliD~ price of zin~ and lead in such 
a manner that the company was not rut to loss while at the fame 
time undue advantage was not taken c:f the very high prices artifi-

.. cially ruling in the market. Later, in June, 1968, the selling price 
of zinc of Hindustan Zinc Ltd. and also that of the othf'r producer 
in the private secto!" viz. Corninlo Binani Zinc Ltd., was fixed infor-
mally by Government at Rs. 2,700/- per tonne (exclusive (If excise). 

2. Pursuant to the Committe!!'s recommendation, the rricing 
pollcy followed till March, 1973 bas been reviewed which reveals 
that the pertod could be divided lnto four distinct parts so far as 
zin~ is concemed:-
~------ -----
S.No. Pri"" fixed 

(R5. per 
tonne 
escl. 01 
ezc:iJe) 

(I) J.-, tg68 10 9'-'-70 -,700 Priee fixed on tid hoc bMil .. pn><luctiou bad 
j ... t~ 

(iI) t-g-.,.. to St-3',t .. ,850 In<:=.., in pri"" .. 1I0W<d to take ~ Jr 
i~ in the COOl 01 ~""laiD inputs. 

(til) Ca) 1'4-,1 to J-Lluly .,850 TIle BICP _ requelkd <III ~4-71 '" 
t971 tugl,'<!It a &.ir odtinc p<ic e 

baoed on the COIl of proclucthn of the 
iDclipouI procl..-.. 

t! 
(II) J-Duty 1971 .,a,o no. price of R5. 2.850 _1iDUCd paIIli D 

10 S"'-" ftCrtpt .. BlCP ~ 

(Iy) I"',. 10 'I-!-'IS f,09D Price ..m.d '-d em BJCP'I repIrL 
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(i) As production of zinc had just commenced, the price of Rs. 
2,700/- per tonne was fixed in 1968 purely on ad hoc basis, after 
taking int:! consideratbn the market price of imported zinc metal 
whi::h was ~bout Rs. 3,200/- per tonne. 

(ii) The price of Rs. 2,850/- was again fixed on ad hoc basis in 
Feb. 1970 as pr~duction had not stabilised and took care, mainly, 
of in~rease in the cost of certain inputs. It was antiCipated that witn 
better plant utilisatbn, it would be possib!e for Hindustan Zinc Ltd. 
to improve its working results, but during 1970-71 cost of sales con-
tinued to be high (:8 both plant utilisation and recovery efficiency 
dropped to about 53 per cent and 77 per cent respectively. 

(iii) During the period 1971-72, with the improvement in capacity 
utilisation despit! the fall in recovery efficiency, the cost Cit sale. 
went down and would have gone down further had capacity utiHsa-
tlon been still higher. The selling price of zinc informally fixed, 
however, continued at Rs. 2,850/- upto 31-1-72 pending receipt of 
BICP report. 

(iv) During 1972-73, though capacity utiasation dropped from 
the level of the previous year, recovery efficiency had improved. With 
the fixation of the price at Rs. 4090/- per tonne w.e.f. 1-2-72, the 
company made a profit of Rs 42.42 lakhs during 1972-73 

3. As regards lead, it may be stated that the Government had not 
fixed any price, fo'mal or informal. In 1968, Hindustan Zinc Ltd. 
a-cepted an A/T of the DGS&D fOT suprly of ab:!ut 2,500 tonne<; ot 
le3d at a pri::e of Rs. 2,5\};l/- per tonne (exclusive of excise) based 
on the then ruling price of the met~l, level of production and market 
conditions. The quantity wa'" later increased by the DG~&Il to 
about 5,000 tonnes. Hindustan Zinc Ltd could not effect the supplie9, 
as anti -ipated, in view of the fall in lead production. There had also 
be~n incre~;e in the comp~ny's cost of production. The matter was 
later taken up with the Ministry of Supply and the price of lead 
got increas~d in respect of suplie~ over and ab'we the ori~al AfT 
of 1968, based on the cost of production of Hindustan Zinc Ltd. as 
assejsed by the Cost A~counts Branch of the Fin::.n<:e Mini!try. 

4. It may b~ mentbned that MMTC started importin~ zinc in bulk 
from 1970-71 ani in _'.pril, 1971, zinc imports were canalised through 
this agency. Informatio~ regardin~ the sellin'? price of MltITC in 
respect of zinc for the relevant period has, however. been collected. 
It '5 seen bat around June, 1968, zinc price of MMTC WRI ranged 
between Rs. 2,930/- to Rs. 3.231/- pel' tonne as agalnat the price ot 
Rs. 3:1.00/- (inclusive of excise) infonnaUy fixed in June. 1968 for 
in.cligeDf >US zinc. The ex-godoWD price of zinc of the JOITC clUrlD. 
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Jan-Feb., 1970 was Rs. 3,430/- per tonne as against the price of 
Rs. 3.353/_ per tonne informally fixed by the Government for indi-
genous zinc in Feb., 1970. 

5. A further t:aint to be mentioned is that prior to canalis::tion, 
imports used to be allowed only to the Actual Users. As imports 
allowed were Only to actual users and indigenous production of the 
metal was under informal distributkm control, there was no regular 
m:rket as such for zinc where the metal was brought and scld in 
bulk. Hence 'market price' of zinc, in fact. referred to small quan-
tities of the metal floating in the market whic:t obviously was infla-
ted. It is felt that comparison of this price with the price fixed lor 
the indigenous producers is not realistic. 

8. It will be observed from the a.bove that right from the begin-
ning, the Government had been reviewing the pricing policy r~ 
gularly and a1!owed increases in the selling price of zinc from time 
to time. Unfortunately, the company could not derive mucll benefit 
from the revhed prices due to low capacity utilisation and recovery 
efficiency and increase in the cost of sales. The review abfwe will 
indicate that Hbdustan Zinc Ltd. shou~d aim at improving it~ opera-
tiona and maintlin stri t control of costs to derive full benefit of the 
market price. Hindustan Zinc Ltd. are aware of this and are doing 
their be3t in this direction. 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012 (1) /76-Met. II datej 21-12-1976] 

Recommendation (S. No. 78 Paragraphs 8.!1 & 8.!%) 

The Committee find tha~ during the period upto March, 1973 
when the sellhg pric~ of zinc produced by HZL was generally lower 
than t'1e MMTC's price for imported zinc, more quantitiE's of zin~ 
produced by HZL were sold to private partie3 t~:n to Government 
Departments/Public Undertakings. In this con:lection th" Ministry 
have stated that the allocations of zinc were de: Bed at intennini;>. 
terial meeting, attended by representatives of producer and ronsum-
ing Departments and in making the allocations. the requiren'e!1ts of 
Government Departments wer.? met first in full from indibenously 
rrod:.lced 7inc and the balance available was placed at the disp<lsal 
of the DGTD, Department of Steel etc., for meeting a portion of the 
requirem~n~s of priority units under their control. including Public 
Undertakin~. The Ccmmittee rre not sure as to what extent the 
demands of public undertakings as compared to those of private 
units were met from indigenously produced zinc. 

Th~ are informed bv the Ministry that allccation cf indigenous 
dnce to public se:tor units exclusively woUld have led to the allega-
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tions regarding dis~D:ltion in supply of raw materials to the In-
dustrial uni~ in the public and private sectors. As the Fublic "Un-
dertakings, unli:te the private units, have to keep their social obliga-
tions in view; while fixing the sale prices of their end products, the 
Committee feel that in allocating the cheaper zinc to priority units, 
the demmds of Public Unde:takings deserved as far as po::si.b!e, t() 
be given weightage. 

Reply of Government 

As already submitted to the Committee, the allocations 0: indigen-
ous zin: were decided at inbr-ministerial meetings and in making 
allocations, the requirements of Government Departments wcre lint 
met in full and th~ balance avaiJible was placed at the disposal of 
the DGTD, Dep-rtment of Steel, etc. far meeting a portion of the-
requirements of priority units under their control, inclurlinr, Public 
Und?rtakings. Based cn the allocations made by the different spon-
soring authorities, the Hindustan Zinc Ltd. sur-plied the fo!lowinf 
quantities of zinc to the publl= sector and private sector units during: 
the years 1970-71 to 1972-73:-
----.---- -----

Year Zinc lupplied to .. Zinc lupptinl to 
pubHc .ecto< units - private parti .. 

(in tonn .. ) 

8,12Z 

---- ------- -.---
2. Government agrees that in allo=~ting the cheaper zinc to priority 

uni:s, the d~mands of public undertakings Fhculd be given weightage' 
to the extent possible. This will be kept in view in futul"l'. 

[Minhtry of Steel and Mines-Derartment of Mines O.M. No. 
54012(1)f76-Met. II date 211-1-1976J 

Recommendation (S. No. 79, Paragraphs 8.39 to 8.(4) 

The Committee note that prio!' to Janu~ry, 1969 si~ver was being 
disposed of through Metal Dis;ributors Limited, Calcutta cn payment 
of a commi-s-on of 1 per cent of the Sales l'rice plus brokerage. From 
January. 1969 it was being sold to Hindustan Photo Film'3 IVIanufac-
turing Comp:my Ltd. on the basis of c1o-ing prices ruling in Calcutb 
Burian Market on the date of actual despatch. After· 1:he termina-
tion of the agreement with Mis. Metal distn'butors with effe~t from 
Mar;h, 1967 the Board directed the Management to make permanent 
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arr:ngement for s3h of silver in conS'.lltation with the Re;crve Bank 
of India and to pub1i~ unde:takings like Hindustan Photo Films. An 
.agre~ment for sale of the extra rroductio:l of silver to Hindustan 
Photo Ffms Mfg. Co. Ltd. was finaliEed in December, 1968. Although 
the Board of Directors permitted the Manag:!m~nt to sell 1800 kgs. 
of silver through Metal Distributors Ltd. when the agreem:mt wita 
Metal Dhtributors was terminated with effe~t from M:-rch, 1967 
the Commit~ee regret to find t~at the HZL sold 6,871 Kg. during 
April, 1967 to February, 1969 without ootaining permission of the 
Board and paid a sum of Rs. 30525 as commisEion. The Ccmmittee 
are informed that it was only a technical viohtion of Bo;n-d's decision 
and in prin-::i!)4! the decision w::s that till other arrangements are 
finalis~d HZL will keep on selling silver in Bullion m'll"ket. 

The Committee are informed that while seeking the approval 01 
the Board of Dire~tors in Much 1967 for the sale of 1800 Kgs. of 
silver through MIs. Metal Distributors Ltd. it was stateJ that aa 
.nver rates were regularly quoted in Calcutta bullion exch:nge, 
there aappeared to be no chance of any manipulation by the selling 
agents and the two rates could be eaEi:y compared. 

The Committee are however surrrised to find that out of :;0 deals 
put through MIs. Met-} Distributo:'"s Ltd. between April 1967 and 
February 1969 as many as 22 deals were made at the ratc.> which 
were !:lwer than the bullion market rates on the relevant date and 
the overall diffe:-ence between bullion rates and the actual r:tcs at 
which the silver was sold was Rs. 50,000. 

The Committee are informed by the Chairman, HZL dU!'ing evi. 
dence that "the bullion market give.> only the opening and closing 
pri~es. It is a l:ighly o;peculative market where the rates changes 
from day to dJy and even houl' to hour ... '. If you khdly go through 
the chart. You wPI find that som"'timeo; we have s'lld at a price 
higher than quote:i in the market, Someiimes at the same ra'e and 
lome times at a lower rate." 

The Committee are not convince:l of the reasons furnished by 
the Chairm!ln, HZL in this reg:rd. 

They would like the Ministry to enqui:e into t':le deals rut 
through the private selling agents (MiS. Metal Distributors Ltd.) 
and determine whether, and if so, to that extent the loss of Rs. 51.000 
suffered by the underhking could have bee, avoided and inform 
the Committee ab:lut the outcome of the enquiry. 

Beply of Govenament 

The Government agre~ with the observation of the Committee 
that though the Board of Directors of Hindustan Zinc Ltd. permitted 
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the management to sell about 1800 Kgs. of silver through Metal 
Distributors, the company sold a quantity of about 6871 Kg., without 
getting the approvl.lol of the Board. The company has been advised 
to take suitable steps to avoid such lapses in future vide letter No. 
54012 (27) f76-Met. II dated 13-8-76 (Appendix XXIX). 

2. The entire matter regarding sale of silver through Metal Dis-
tributors was enquired into by the Chief Vigilance Officer of the 
Hindustan Zinc Ltd. at the instance of the Ministry. The findings of 
the Enquiry Officer are summarised in Appendix XXX. 

3. The Government generally agrees with the conclusions reached 
by the Chief Vigilance Officer, Hindustan Zinc Limited, in his report. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012 (1) /76-Met. II dated 28-1-1977] 

Recommendation (S. No. 80, Paragraph 8.52) 

The Committee find that Hindustan Zinc Ltd. entered into con-
tracts for the sale of Sulphuri: Acid with Mis. Udaipur Chemical 
Industries in April, 1969 for a period of 15 years providing for the 
sale of 300 tonnes of sulphuric acid per month. The Committee also 
note that whereas in the case of Mis. Udaipur Chemical Industries 
the price was required to be fixed quarterly on the basis of the cost 
of imported sulphur, in the case of other parties the price was fixed 
with reference to mlrket conditions subject to review every quarter. 
It has been stated that the prices realised frOm other buyers were 
higher since their off-take was much lower and uncertain. The 
Committee fail to understand as to why an agreement should have 
been entered into for such a long period and that too stipulating 
price on the basis of the cost of imported sulphur. They would like 
Government to examine this aspect so as to evolve suitable guidelines 
for the future. 

Reply of Government 

The background of the long term contract entered into by Hindus-
tan Zinc Ltd. with the Udaipur Chemical Industries for sale of sul-
phuric acid, stipulating price linked to the cost of imported sulphur, 
has already been explained to the Committee and incorporated in 
the report. 

2. As the price of sulphuric acid is not controlled, it is fixed by 
each manufacturer taking into account the cost of production, and 
the market forces. In this situation. a long term contract with a 
pricing formula based on the cost of imported sulphur, which is the 
main ·input in sulhpuricacid, seems reasonable. 
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3. Government agrees that the period of the coatract need not: 
have been as long as fifteen years and that such a contract should 
normally be entered into fol' a reasonable period of 3/5 years with 
suitable provision for revision of pricing formula. Necessary instruc-
tions have been issued in the matter to the Hindustan Zinc Ltd. vidtt 
letter No. 54012(26)f76-Met. II dated 13-10-75. (Appendix XXXI). 

[Ministry of Steel and Mines-Department of Mines 0.1'4. 
No. 54012 (1) f76-Met. II dated 27-11-1976J 

RecOJDJDeDdiltion (S. No. 81, Paragraphs 8.13 & 8.M) 

The Committee regret to note that Hindustan Zinc Ltd. was not 
in a position to sell its entire production of zinc which itself was 
much less than the rated capacity of the smelter with result, the 
closing stock gradually increased from 653 tonnes in 1968-69 to 5,596 
tonnes in 1971-72 involving blocking of funds to the extent of 
Rs. 228.88 lakhs. The closing balance came down to 1448 tonnes at 
the end of 1972-73 and 557 tonnes at the end of 1973-74. The Com-
mittee are informed that when MMTC prices were anticipated to 
fall, allottees withheld acceptance of sales offer, sometimes not res-
ponding at all As a consequence huge finished goods inventory was 
built up. 

The Committee also note that although HZL suggested to the 
Ministry that future allocations to such parties should be reduced-
to the extent of the unuplifted previous allocation the Ministry have 
stated that the suggestion "would have merits in the seller's market 
and buoyant economic situation, and would be kept in view while 
carrying out the reviews". The Committee find that the closing 
balance of unsold stock at the end of 1974-75 again rose to 5181 m. 
tonnes and the rise in the unsold stock is stated to be due to credit-
squeeze, anticipation by allottees Of fall in prices and a general slump 
in economic activity. They are informed as a result of liberalisation 
of distribution policy in February, 1975 the undertaking has been 
able to sell the entire stock and current production by the middle of 
1975-76. The Committee need hardly point out that the distribution 
policy should be kept under constant review and adopted from time-
to time to suit the market conditions 90 as to ensure that there is 
no undue accumulation of unsold stocks of zinc with the undertaking-
and no blocking up of the capital. 

Reply of Government 
The Government agrees with the recommendation of the Commit-

tee that the distribution policy for indigenous zinc should be kept-
under constant review so as to ensure that there is no undue accumu-
lation of unsold stocks of zinc with the producers. 
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2. The disttibution policy for indigenously produced zinc has 
been under constant review since Feb. 1975 and the following 
steps were taken to ensure that there is no undue accumulation of 
stocks with the producers:-

(i) In Feb., 1975, the informal control then existing was re-
laxed whereby the zinc producers were permitted to sell 
their production to Government Departments/public Sector 
undertakings and the units registered with the DGTD and 
Iron &: Steel Contraller without any formal allocation 
and quantity limit. 

(ii) In the import policy for 1976-77, prOvision has been made 
that actual users of zinc may obtain 50 per cent of the 
quantity of the release orders issued in their favour during 
1974-75/1975-76 from MMTC and approach the indigenous 
prodUcers for balance of their requirements. 

(iii) The position regarding supply of indigenous and imported 
zinc is monitored periodically by the CCI&E and DGTD 
to ensure that the requirements of the actual users are 
met in time and there is no accumulation of Rtock of zinc 
either with the indigenous producers or MMTC. 

[Minist-ry of Steel and Mines-Department of Mines O.M. No. 
54012(1) /76-Met. II dated 4-11-1976] 

Recommendation (S. No. 82, Paragraph 8.68) 

The Committee find that the unsold stock of cadmium was 22.3 
tonnes, 23.8 tonnes and 47 tonnes at the end of 1972-73, 1973-74 and 
1974-75 respectively as against 6.7 tonnes at the end of 1971-72. They 
are informed that one of the main reasons responsible for the la<:k 
of demand was heavy importation of the metal and its alloys in 1971-
72 and 1972-73 as a result of which large stocks continued to fioat in 
the m8l"ket thereby depressing demand for indigenous products. The 
Ministry have stated that the actual imports tock place during 1972 
and 1973 against import licences' issued earlier and some quantities 
of higher purity metal were also imported as the same was not pro-
duced in the country then. The Committee ca?Jnot but deprecate 
the lack of proper coordination between the Import Authority and 
the administrative Ministry concerned with the Hindustan Zinz Ltd. 
and expect that imports would not be allowed in future at the ex-
pense of the indigenous prodUction. 
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Reply of Government 

The Government agrees with the observation/recommendation 
of the Committee that import of cadmium should not be allowed in 
future at the expense of indigenous production. With this end in 
view, the import of the cadmium metal was banned from 1973-74 
except high purity metal. 

2. With the commencement of production of high purity cadmium 
by the Hindustan Zinc Ltd. during 1975-76 its import was also ban-
ned with effect from 6-11-75 except for !'esearch and analytical 
laboratories. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1)/76-Met. n dated 4-11-1976] 

Recommendation (S. No. 83, Paragraph 8.69) 

The Committee are informed that in order to export the excess 
stocks due to the continued lack of demand for this metal within 
the count!y, Hindustan Zinc Ltd., has approached the Ministry for 
an export subsidy as the international prices were lower than even 
the cost of production of this metal. The Committee would like to 
be informed of the strategy evolved to dispose of the accumulated 
stock and current production of cadmium at economic prices. 

Beply of Government 

The Hindustan Zinc Ltd. has launched a two-pronged strategy 
for the disposal of the accumulated stocks and current production 
of cadmium whereby (a) about sixty tonnes of cadmium is planned 
to be exported on the basis of the highest obtainable international 
price prevailing from time to time and (b) the selling price to 
indigenous buyers has been !'evised. 

2. Pursuant to the above, the company exported 20 tonnes of 
cadmium during May 1975 and another quantity of 20 tonnes is 
awaiting shipment. 

3. The selling price of cadmium for the domestic market haa 
been revised and fixed on a sliding scale viz. (i) Rs. 95/- per Kg for 
orde,:s without any minimum quantity (iJ) Rs. 85/- per Kg for orders 
of minimum one tonne, and (iii) Rs. 70/- per Kg for orders of mini-
mum three tonnes. Cadmium of higher purity (99.99 per cent), is 
sold at a premium of Rs. 15/- per Kg. 



107 

4. The company has not pursued the !"equest for subsidy and is, 
in fact, engaged in computing the cost of production of cadmium on 
a more scientific and rational bas;s as recommended by the Com-
mittee in recommendation No. 84. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012 (1)/76-Met. U dated 21-12-1976] 

Recommendation (S. No. 84, Paragraph 8.70) 

They would, however, like the undertaking to bea'!" in mind that 
ultimate solution to the problem is cutting the cost of production 
so as to be able to sell cadmium in international markets at competi-
tive prices without any subsidy. They would therefore stress that 
the undertaking should searchingly go into the various aspects and 
stages of production, locate areas where economies are possible and 
take positive measures to effect economies. 

Reply of Government 

The Government agrees with the observation of the Committee 
that the ultimate solution to the problem of disposal of cadmium 
is cutting down cost of p'1"oduction and market the same. to the 
extent possible, in international market at competitive prices with-
out any subsidy. 

2. Hindustan Zinc Ltd. is undertaking a scientific method of cost-
ing which will refiect various aspects and stages of production as 
cost centres. This will enable the company to locate areas where 
economies are possible and determine. action to achieve the same. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1)/76-Met. II dated 17-11-1976] 

Beeommendation (S. No. 85, Paragraphs 8.73 & 8.74) 

The Committee find that there has been unduly large accumula-
tion of stocks of super phosphate-a fertilizer produced by HZL as 
a by-product. The rise in inventory upto March, 1972, was stated 
to be due to non-movement of stOcks on account of acute shortage of 
railwtly wagons as a !"esult of which orders to the extent of 15,000 
tonnEl!! had to be cancelled. When the availability of wagons show-
ed im.provement. The fertilizer demand had a serious set back due 
to dn1ught in the states fed by HZL, the Committee are infonned 
that .. ow the increasing emphasis by consumers on premixed/com-
plex fertilise'1"s, in which the prescribed dosages of N, P & K are 
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available is stadily eroding the growth of demand of this straight 
phosphate (i.e. P only) fertilizer. 

The Committee suggest that the Ministry/undertaking should 
in consultation with the Ministries of Chemical and Agriculture and 
the public sector undertakings engaged in the production of fertili-
zers, critically review the quantity and quality of the fertilizer 
(super phosphate) being produced by HZL vis-a-vis the demand for 
fertilizers in the regions/states served by the undertaking. and 
evolve a suitable production pattern, if necessary by introducing 
diversification or a new product mix so as to ensure that whatever 
is produced by the undertaking finds ready market in the country. 

Reply of Government 

The Hindustan Zinc Ltd. has reported that there has been im-
provement in the offtake of superphosphate produced by the com-
pany following the introduction of subSidy on this item by the Gov-
ernment in March, 1976. 

2. InJegard to the long term strategy, it may be mentioned that 
it has been approved by Government that Hindustan Zinc Ltd. 
should utilise the by-product sulphuric acid from its zinc smelter at 
Debari for the production of Phosphoric acid and dispose of the 
same in that form to its best commercial advantage. The revised 
cost estimates of Debari smelter is based on this change. 

3. Production of phosphoric acid by the company is scheduled 
to commence by the end of 1977. The company will review again 
at that time the continued production of SSP, in full or part, or 
utilise the entire by-product sulphuric acid for the production of 
phosphoric acid. 

[Ministry of Steel and Mines-Department of Mines OM. No. 
54012(1)/76-Met. ~ dated 21-12-1976] 

Further information called for by the Commiftee 

Has the production of phosphoric acid by the company been 
started? If so, whether it has revieWed the continuance of produc-
tion of SSP, in full or part, or utilise the entire by-product sulphuric 
acid? What has been the result of this review! 
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-Further reply of Government 

The trial runs of phosphoric acid plant are expected to start 
'in ih"st quarter of 1978-79. The continuance of production of SSP 
will be reviewed by Hindustan Zinc Ltd. after phosphoric acid plant 
ds commissioned and the production gets stabilised. 

Recommendation (S. No. 86 Paragraph 8.82) 

The Committee are surprised to note that in the course of half-
'year April-September, 1973 allocation letters for a quantity of 18,000 
tonnes of zinc cathodes were issued by DCSSI/State Directors of 
Industries against which only 513 tonnes could be actually delivered 
by HZL. The Committee are led to the conclusion that there was 
no coordination between the zinc allocation organisations and the 
producers of zinc viz. Hindustan Zinc Ltd. They hope that adequate 
measures would be taken to avold such situations in future which 
·only cause a lot of inconvenience to the consumers. 

Reply of Governm6llt 

The issue of large allocation orders for zinc cathodes on Hindu-
stan Zinc during April-September 1973 by the DC, SSI and/or State 
DiTectors of Industries was on account of accumulation of zinc 
cathodes due to the break-down of the company's melting furnace. 

"The melting furnace been replaced and tpere is at present no pro-
bleIl! of cathode accumulation. It is felt that the situation as arose 
in April-September 1973 is not likely to recur. Should such a situa-
"tion a'l'ise in future, adequate steps will be taken by the Government. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1}/76-Met. II dated 4-11-1976] 

Recommendation (S. No. 87 Paragraphs 8.90 &; 8.91) 

The Committee note that in April, 1968, the undertaking entered 
into an agreement with the Director General of Supplies and Dis-
posals for the supply of 2485 tonnes of pig lead to the Defence De-
partment at the rate of Ra.D 3,000 per tonne (inclusive of excise duty 
of Rs. 500 per tonne). The agreement did nat contain the price 
variation clause. The contracted quantity was subsequently increas-
-ed to 3715 tonnes in July 1968 and 4988 tonnes in October. 1968. The 
'Originally stipulated quantity of 2485 tonnes was supplied by Sep-
"tember, 1970, on which the undertaking is stated to have inCUTred a 
Joss of Rs. 12.14 lakhs with reference to ruling Calcutta market 
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prices. The Committee are informed that at the time of entering: 
into orig'nal agreement in April 1968, the ruling price ranged bet-
ween Rs. 2750 and Rs. 2850 per tonne on account of recession in the 
market and the finalisation of selling price of Rs. 3,000 per tonne by 
the undertaking with D.G.S.&D. gave it a margin of about Rs. 30~ 
to Rs. 350 per tonne over the ruling market price and the prices 
were showing a downward trend. 

It was not expected that the prices would recover during the cur-
rency of agreement. They are also informed that normally Direc-
tor General, Suppl:es and Disposals, does not agree to price varia-
tion clause in their contracts though, according to the Ministry, the 
undertaking could have insisted upon the price variation clause and 
this, in fact. was done later for additional quantity of lead. The 
undertaking has stated that insertion of price variation clause could 
have cut across both ways and in view of the market trend, it was 
considered safer not to include such a clause. In 1971 when it was 
suggested that reasonable prices of supplies of lead over and above 
the originally contracted quantity should be got determined thorough 
Bureau of Industrial Costs and Prices, the Bureau advised that as 
the matter was primarily of interest to ordnance factories, a fair 
price might be fixed through inter-ministerial discussions and the 
prices were tlO fixed in 1974, and supplies made accordingly. The 
Committee note that the total difference between the ruling prices 
of Calcutta market and the D.G.S.&D. prices fixed for despatches 
of lead made from 1968-69 to 1972-73 against the contracts's Rs. 43.89 
lakhs. The Committee would like the Ministry/Undertaking to go 
into the general questbn of quoting prices to Government and non-
Government organisations in the light of the past experience and 
evolve guidelines which should be follOWed by them in this regard. 
They feel that the quest'on of including price variation clause in 
the agreement should be carefully considered with referenl1! to-
market conditions p!'evailing at the time and decision taken on 
merits of each case in the larger interest of the undertaking. 

Reply of Goverament 

The circumstances under which the Hindustan Zinc Ltd. accept-
ed a tender of the DGS&D in 1968 for supply of lead and the sub-
sequent increase by the DGS&D in the quantity to be supplied by 
Hindustan Zinc Ltd. have been brought out in the report of the 
Committee. In view of the need to ensure supplies of lead to De-
fence and, at the same time, to give a reasonable price to the Hindu-
stan Zinc Ltd., the matter waS taken up with the Department of 
Supply. At a meeting held in that Department on 11-8-71 it was. 
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inter CIlia, decided that Hindustan Zinc Ltd. should continue to sup-
ply lead to Defence and that for the quantities supplied beyond 2,485 
tonnes covered by the original A/T of 1968, a revised price would 
be applicable which would be determined by the Government based 
on cost of production. 

2. Pursuant to the above, the Bureau of Industrial Costs & Prices 
was requested on 1-11-71 to suggest a reasonable price for lead pro-
duced by Hindustan Zinc Ltd. The Bureau, how eVe!", replied in 
January 1972, that in cases where two Government Departments or 
public sector undertakings were mainly involved, the question of 
price fixation should normally be decided by inter-ministe!"ial dis-
cussions. Efforts were made to fix the price of lead supplied by 
Hindustan Zinc Ltd. to Defence by inter-Ministerial discussions, 
based on the cost data of Hindustan Zinc Ltd. However, as the 
Department of Supply were particular about study of the cost of 
production, in June 1972, the Chief Cost Accounts Officer, MinistrY 
of Finance, wa!i requested to take up a cost study and submit a 
report by the end of August 1972. In the meanwhile, the DGS&I> 
agreed to pay a provisional price of Rs. 3,500/- (exclusive of excise) 
for the lead supplied. 

3. The Chief Cost Accounts Officer submitted his report in Decem-
ber 1972 to the Deptt. of Supply (copy af which was received in 
the Department of Mines in May 1973) suggesting fair price for 
lead supplied during 1970-71 and 1971-72. Based on this and based 
on further discussions, the price payable 'for lead supplied by Hindu-
stan Zinc Ltd. during 1970-71 and 1971-72 was fixed respectively 
at Rs. 4,016.37 and Rs. 3,710.46 per tonne (exclusive of excise) at a 
meeHng held in the Department of Supply on 1-6-75. 

4. The price payable for lead supplied during the subsequent 
years was also discussed at this meeting but no conclusion could 
be reached as the Department of Mines insisted on payment at the 
prevailing MMTC price in view of the increased cost of inputs. The 
matter regarding price payable for lead supplied during 1972-73 and 
1973-74 was later settled by Hindustan Zinc Ltd. with the DGS&D, 
through negotiations. 

5. It is felt that it is not appropriate to compute the profit/loss 
made/incurred by Hindustan Zinc Ltd. for lead supplied to Defence 
with reference to the ruling price in the Calcutta market for the 
following reasons:-

i. The requirements of lead of Actual Users were met by im-
ports canalised through the MMTC and the price of the 
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metal quoted in the Calcutta market related to small 
quantities of lead floating in the market; and 

ii. The price of lead fixed by Government for the supplies 
during 1970-71 and 1971-72 covered not only the cost of 
production but also a return on the capital employed. 

6. The general question of quoting prices to Government and 
.non-Government organisations had earlier been considered by the 
Government. The price of lead supplied by Hindustan Zinc Ltd. to 
Government and non-Government Organisations is based on ruling 
MMTC pi·ices. 

7. The Government agrees with the recommendation of the Com-
mittee that the question of including price variation clause in agree-
ments for sale of products should be carefully considered with 
reference to mM'ket conditions prevailing at the time and decision 
taken on merits of each case in the larger interest of the company. 
The attention of the Hindustan Zinc Ltd. has been drawn to this 
vide letter No. 54012(43)/76-Met. II dated 13-10-76 (Appendix 
XXXII). 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1) /76-Met. II dated 27-11-1976] 

lIeeommendation (S. No. 88. Pu~apb 8.M) 

The Committee find that as on 28th February, 1969 HZL had a 
stock of 16,753 tonnes (loose 14,136 tonnes and bagged 2,617 tonnes 
of superphosphate). As on lOth April, 1'969 HZL sold besides bag-
ged stock 2,541 tonnes of loo~ stock without charging excise duty 
on the basis of the understanding given to them by the Excise De-
partment that "the stock of fertilisers at midnight of 28th FeblU8!'Y. 
1969/1st March, 1969 on a fully manufactured condition will not 
be dutiable". The Deputy Collector of Central Excise, however. 
held that excise duty on loose stock (amounting to Rs. 0.80 lakha) 
was leviable. The Committee would like the Ministry to take up 
the matter with the Excise Department in order to clarify the posi-
tion. 

Re)tly of Govel'lUDellt 

The matter was taken up with the Ministry of Finance (Depart-
ment of Revenue & Banking-Revenue Wing) who have forwarded 
an extract from C.B.R Bulletin, Central Excise Technical, April-

June 1969 (Appendix XXXIII). 
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2. It will be observed therefrom that the view of the Deputy 
Collector, Central Excise, that excise duty was leviable on loose 
stock was in order. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1)/76-Met. IT dated 4-11-1976] 

Beeommendation (S. No. 89, Paragraph 9.7) 

The Committee find from the Audit Report that a test check 
of 44 purchase orders for amounts exceeding Ra. 50,000 each placed 
during 1966-67 to 1970-71 for a toW value of over Rs. 74 lakhs re-
vealed that in 42 cases involving over Rs. 71 lalli, open tenders were 

not invited and the purchases were made on limited tenders. The 
Management stated that out of the 42 purchase orders, 114: weJ'e 
placed against open tenders; 3 were placed on MAMC as per Gov-
ernment directive; 7 were placed against limited tenders on manufac-
turers/suppliers recommended by STC/DGTD; 18 were placed on 
the basis of limited tenders as the materials involved were known 
to be supplied by a very limited number of parties; and one was 
RIC placed on the ruling market price published by the East India 
Gunny and Hassian Exchange. The Chairman, HZL, explained dur-
ing evidence that due to the lack of proper system in the office, the 
relevant files and papers in this regard could not be located and the 
position as stated above could not be explained to the audit when 
they visited the Undertaking's office. The Committee need hardly 
emphasize that the office system should be streamlined and toned up 
so that all vital information regarding purchases and all other matter 
is readily available not only to the audit but also to the Manage-
ment to enable them to take a cOrrect decision without delay. 

Reply of Government 

The Government agrees with the recommendation of the Commit-
tee that the office system should be streamlined and toned up 10 
that all vital information regarding purchases, etc. is readily avail-
able. 

2. The Hindustan Zinc Ltd. has infonned that steps have been 
taken for streamlining the office system in the Purchase Depart.. 
ment, including maintenance of Tecords in such a manner that all 
vital infonnation is readily available. 

{Ministry of Steel and MInes-Department of Mine!! O.M. No. 
54012(1)/76-Met. n dated 11-4-1977] 
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Beeommendation (S. No. 90, Paragraphs t.ll to 9.13) 

The Committee regret to note that the Management took nearly 
5 months to process the tenders which had been invited in May, 196~ 
for the purchase of G.I. pipes and for which a minimum validity of 
only 30 days was asked far from the tenders with the result that 
the validity of the offer made in June, 1969 by MIs. Bh,arat Steel 
Tubes, on whom the order was placed in November 1969, had ex-
pired in July 1969, and the company had to ultimately purchase the 
material at higher rates against fresh tenders from another firm 
and incur an extra expenditure of Rs. 45,299. It has been admitted 
that the period of processing the tenders was excessive. 

The Committee fail to understand as to why a period of 30 days 
was stipulated in the tenders invited in May 1969 when normally 
according to the Management it takes 60 days to process the tenders. 
They are informed that now a minimum validity of 60 days is stipu-
lated in the terms of tenders. 

The Committee would like to stress that the undertaking should 
streamline the system of analysing and finaliSing the tenders so as 
to ensure that it does not take the Management more than 60 days 
as now stipulated, to take final decision on tenders and costly delays 
do not take place hereafter. 

Reply of Government 

The Government agrees with the above recommendation of the 
Committee. Necessary instructions in this regard h.ave been issued 
to the HindustanZinc Ltd. vide letter No. 54012 (51) (16-Met. II 
dated 17-9-1976 (Appendix XXXIV). 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1) /76-Met. II dated 4-11-1976J 

Recommendation (S. No. 91, Paragraphs 9.Z8 & 9.29) 

The Committee note that in terms of months consumption the 
total inventory holdings have come down from 17.39 months consum-
ption in 19M-67 to 8.14 months consumption in 1974-75. In 1973-74 
the inventory holding had jumped upto 15 months' consumption 
because of the closure of the smelter for 3 months due to power 
cuts and the materials purchased remained unconsumed. The Com-
mittee also note that the norms have been laid down by Bureau of 
Public Enterprises for 'A' 'B' & 'C" categorises of materials and dur-
ing 1974-75 the inventory level was 2.89 months consumption as 
against a norm of 2.6 months consumption in the case of 'A' category, 
13.72 months consumption as against a norm of 10 months consum-
ption in the case of 'B' category and 3.68 months consumption as 
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.against norms of 4 months consumption. The Committee can hardly 
over-emphasize the need to keep a constant watch over the inven-
tory levels of stores, particularly 'A'. & 'D' category, and they hope 
that there will be no let-up in the efforts to keep the inventory levels 
below the prescribed norms. 

The Committee find that while the maximum, muumum and 
{)rdering levels for 'A' category of stores which cover up nearly 80 
per cent of the value of inventory have been fixed by the undertaking, 
the Management are finding it difficult to fix similar levels for 'B' 
& 'C' categories in view of the changing production levels and ex-
pansion schemes going on in the various units. The Management 
have assured that work regarding fixation of the Maximum, minimum 
.etc. for categories 'B' & 'e' will be completed once the expansion is 
{)ver and production levels are stabilised. The Committee would 
.suggest that. keep~i in view the schedules of completion of the 
various expansion schemes in hand, the Management should draw 
up a time-bound programme to complete the work regarding fixation 

-of maximum, minimum etc. for categjry 'B' & 'C' stores also as with-
out fixing such levels, it will be rather difficult for the Management 
to keep a proper control over the inventory holdings. 

Reply of Government 

The Government agrees with the recommendation of the Com-
mittee regarding the need to keep a constant watch over the inven-
tory levels of stores and that there should be no let up in the efforts 
to keep the inventory levels below the prescribed norms. 

2. The Hindustan Zinc Ltd. has informed that the work relating 
to category 'B' stores would be completed by the end of 1976 and 
that of category 'C' stores by about March 1977. 

3. Instructions have been issued to the Hindustan Zinc Ltd. vide 
letter No. 54012(49)/76-Met. II dated 29-9-1976 (Appendix XXXV) 
to take suitable measures to keep a constant watch over the inven-
tory levels and to complete the work rele.ting to category 'B' and 
'C' stores by 31-12-76 and 31-3-77 respectively. 

[Ministry of Steel and Mines-Department of MinE'S O.M. No. 
54012(1)/76-Met. II dated 4-11-1976] 

Farther information ~aned for by the Committee 

Has the work relating to fixation of maximum and minimum etc. 
for categories 'B' and 'C' stores since been completed? 
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Farther reply of Government 

It has been reported by the Hindustan Zinc Ltd. that work re-
lating to fixation of maximum and minimum levels of inventory 
for category 'B' stores was finally done by the company on 25-12-1976. 

As regards category 'C' stores, the company was asked to com-
plete the work by the 31st March, 1977. However, the company in-
formed that since the number of 'C' category items is presently 
about 25,000 and further addition will be continuous in view of addi-
tional equipment being installed during expansion/commissioning of 
the projects, it would neither be posSible nor economical to do the-
same manually and had proposed to complete the work after the 
installation of Electronic Datat Processing Equipment "Roborton 
Computer" from G.D.R. However, for the time being the general 
principles followed by the company for fixing the stock levels have 
also covered the 'C' category of store items. In this connection a 
list a consumable store items considered critical for the purpose of 
production has been prepared irrespective of their values (even for 
'c' category stores) and their stock/supply position is reviewed 
weekly. 

Recommendathn (S.No. 92, Paragraph 9.52). 

The Committee find that during the course of physical verifica-
tion of raw materials and finished products carried out on certain 
occasions, several instances of excesses or shortages were noticed. 
In December, 1970, a shortage of 1.193 tonnes of concentrates valu-
ing over Rs. 10 lakhs was noticed in the Zawar Mines and adjusted 
in the accounts for the year ended 31st March, 1971, pending investi-
gations. Explaining the shortage which worked out to 5 per cent 
of the total production, the Ministry stated that "while there may 
be some shortage on account of handling and storage losses in the 
mill storage, yard and storage losses a other places, a bulk of alleged' 
storage is attributable to the errors in the theoretical calculations. 
The Committee would like that the losses should be analysed to find 
out to what extent the shortages were due to handling and storage 
and to what extent to other causes. The Committee would like that 
suitable norms should be fixed for handling and storage losses and 
whenever such norms are exceeded the reasons therefor should be 
investigated and reported to the Board. t 

Reply of Government 

The Hindustan Zinc Ltd., has been advised to analyse the losseS' 
of concentrates so as to find out to what extent the shortages were 
due to handling and storage and to other causes. 
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able la.sses on account of handling and storage of bulk cargoes are-
being fixed and will be placed before the B08!'d for approval. The 
company will carry out proper investigation when these norms are 
exceeded and report the results to the Board. 

3. Copy of letter No. 54012 (77) /76-Met.II dated 3-11-1976 addressed 
to the company is enclosed (Appendix XXXVI). 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1)\76-Met. II dated 28-1-1977]. 

Further information called for by the Committee 

(a) Have the losses of CO'llcentrates b~n analysed? If so, with 
what results. 

(b) Have suitable norms for unavoidable losses on account of 
handling and storage of bulk cargoes been fixed and ap-
proved by the Board? 

Further reply of Govemment 

(a) Earlier the reasons for losses of concentrates had been 
analysed and the results of the investigations were sub-
mitted to the Board at its 66th meeting held on the 23rd 
September, 1975\vide copy of the agenda item enclosed. 
(Appendix XXXVII). 

(b) Based on the actual experience gained and the results of 
investigations on stock verifications of such cargoes in past 
and on the recommendation of the Unit Heads of the HZL, 
the following maximum norms of unavailable losses in 
transit, storage and handling, as suggested by the Com-
pany were placed before the Board at its meting held 
on the 14th April, 1977. 

1. Loss superphosphate and lead concentrates-l per cent. 

2. Rock Phosphate-1 per cent (when stored in 
covered godown) 

2 per cent (when stored in open yard) 

lIn respect of lead concentrates stored at Lead Smelter, 
Tundoo transit and otbf!'!' handling losses upto 0.5 per cent 
will be additional. 
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The Board felt that further detailed study should be carried out 
with reference to the norms as prevalent in other comparable units. 
Existing method cit handling and storage in each unit should be re-
viewed to recommend improvement and reduce handling losses. 
However, the Board approved the proposed norms subject to the 
stipulation that these norms will be provisional for a period of six 
months only during which further investigation as indicated above 
should be carried out and results of the review brought for the ap-
proval of the Board. 

Becommeadation (S. No. 93, Paragraphs 9.53 to 11.59) 

The Committee are infonned that an excess of 1695.489 tonnes of 
indigenous zinc concentrates was observed in April, 1971 in the zinc 
smelter. The Committee are surprised that fresh verifications con-
ducted in December, 1972 and in June, 1973, however, revealed a 
shortage of about 644, tonnes valuing Rs. 8.57 lakhs. When the mat-
ter was further investigated in December, 1973 an excess of about 
66 tonnes of indigenous zinc concentrates and a shortage of 453 ton-
nes of imported concentrates (valuing Rs. 5.35 lakhs) were found 
at the smelter. The Committee are surprised to note that these 
(:ases of shortages/excess were reported to the Board of Directors 
only in September, 1975. 

The Committee further note that shortages in the stock of rock 
phosphate were noti~d in July, 1968 ('3.91 tonnes) August, 1970 
(5,575 tonnes) and April, 1971 (339 tonnes) together valuing at 
about Rs. 12.52 lakhs. A major part of the shortages was attributed 
to loss due to moisture, crushing, weighing errors, loading/unload-
Ing and transit losses. There was no proper system available for 
ascertaining consumption of rock phosphate nOr was there a weigh-
bridge in the initial stages to check records of consignments. The 
shortages were written off by the Board. It has been stated that no 
-shortage of rock phosphate has been noticed after April, 1971. 

A shortage of about 4,000 tonnes of single super phosphate was 
'observed in August, 1970, but of which shortage of 2,005 tonnes was 
written off. During the course of investigation of the remaining 
shortage and subsequent verification of stock of super phosphate, 
the shortage was finally established at 455 mt. in May, 1974. It has, 
however, been stated that on account of large accumulation of losses 
stocks in large heaps during 1974-75 and likely mistakes having 
possibly crept in during stock verification the results of stock veri-
fication were not free from doubts on accuracy. 
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From the foregoing facts, the Committee are led to the conclu-
sion that the system of physical verification which gave varied 
results in the case of indigenous zinc concentrates and super phos-
phate and turned an excess of 1695 tonnes of zinc concentrates into 
a shortage of 644 tonnes could hardly be considered scientific. They 
are also surprised to note that, while before April, 1971 losses due 
to moisture, crushing and transit losses etc. were held responsible 
for shortages in the stocks of rock phosphate, there were no losses 
reported on these account after April, 1971. 

It has been stated that the system of physical verification has 
been streamlined from the last stock verification in 1974-75 whereby 
the samples are drawn more scientifically and moisture content 
analysed in the laboratory. 

The Committee recommend that the new system of stock veri-
fication, which ;s stated to be scientific should be kept under 
constant review and improved from time to time in the light of ex-
perience SO that the Management can keep proper check on stores, 
raw materials and finished products. 

The Committee also recommend that shortages noticed as a result 
of stock verification should be got examined independently and res-
ponsibility for shortages fixed and the results of exam'nation placed 
before the Board, sa that the Board may review the position and 
advi~e corrective meaSU'l"es to be followed. 

Reply of Government 

The shortages of zinc concentrates referred to in paragraph 9.53 
were within the tolerance limit (on the basis of the total tonnages 
received and consumed) and were dealt with by the Chairman-cum-
Managing Director under the powers delegated to h'm. However, 
the matter was reported to the Board in September, 1975 on the 
suggestion of the Comptroller and Auditor General of India. 

2. When the results of stock verification were found to be erratic, 
remedial action was taken by Hindustan Zinc Ltd. for bagging zinc 
concentrates despatched from Zawar Mines to Zinc Smelter and for 
rock-phosphate purchased from the Rajasthan Government. With 
the experience gained, samples were drawn more sc'entiftcally and 
moisture content properly analysed resulting in shortages on ac-
count of moisture, crushing and transit losses etc. within the tole-
rance limit. 
4597 LS-9 
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3. The Government accepts the Committee's recommendations. in 
paras 9.58 and 9.59. Appropriate instructions have been issued to 
the Hindustan Zinc Ltd. to implement these vide letter No. 54012(52) I 
76-Met. n dated 30-9-1976 (Appendix XXXVIII). 

[Minisbry of Steel and Mines-Department of Mines O.M. No. 
54012 (1)/76-Met. II dated 28-1-1977] 

Recommendation (S. No. N, Paragraph 9.64) 

The Committee regret to note that although the Board of Director 
desired in November, 1970, that urgent steps should be taken for the 
physical verification of machinery and equipment but no census of 
the machinery and equipment was taken since the formation of the 
company. They are ;nformed by the Undertaking that the fixed 
assets registers were maintained but were not complete and in the 
prescribed proforma. It has been stated that the main reason for 
the delay in completion of the asset registers was the non-finalisation 
of the value of plant and equipment taken over from the Metal Cor-
poration of Indi'!. They are further informed that fixed assets 're-
gisters for Lead Smelter, Tundoo, (for post acquisition period) and 
Head Office ;n full. for Zawar Mines in part (plant and machinery) 
are complete upto end of March 1975 and those for other units upto 
end of March 1974. The Committee would like that the fixed assets 
registers should be brought uptodate in respect of all the units and 
verified without aVl)idable delay. 

Reply of Government 

The Hmdustan Zinc Ltd. has informed that the Fixed Assets 
Registers ;n respect of plant, machinery and buildings are complete 
upto 31-3-1976, in all the units except Visakhapatnam Zinc Smelter, 
Debari Zinc Smelter and Rajpura-Dariba Mines. In the case of 
Tundoo Lead Smelter. the registers are complete upto 31-3-1977 ex-
cepting assets taken over from the Metal Corporation of India. 
Work on compilation of registers in respect of other assets has also 
been taken up and is likely to be completed alongwith the finalisa-
tion of accounts for 1976-77. 

The company has also informed that physical verification of the 
assets was carried out in April-June 1976 in all the units except 
Visakhapatnam 'Zinc Smelter and Debari where coristruction work 
has been in full swing. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1)/76-Met. II dated 13-7-1977} 
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~ellli8tioll (S. No. II, Pal'Bp'lIPh 10.!O) 

The Comm'ttee are informed that the question of abolition of In-
dustrial Management Pool is presently under the consideration of 
Government. The Committee urge that in taking decision it should 
be ensured that the services of officers already in the Industrial 
Management P..Jol are put to best USe in public interest. 

Reply of Government 

The Government has noted the views of the Committee that the 
services of the Industrial Management Pool officers are put to best 
use in public interest. This will be taken into account while finalis-
ing the decision on the future of the Industrial Management Pool. 
It may be stated here that the present proposals for the dissolution 
of the Industrial Management Pool envisage that the officers of the 
Pool get suitably absorbed in the Public Enterprises so that their 
services are not lost tn the public sector. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1)/76-Met. II dated 27-11-1976] 

Further iulormat;on c:alled for by the Committee 

Has the future of Industrial Management Pool since been 
de:ided? 

Further reply of Government 

In January, 1977, the Government had decided to abolish the In-
dustrial Management Pool w.e.f. 31-3-1977. Subsequently, the above 
decision was revieweci by the Government and as a result thereof, 
it was decided in October, 1977, that the Industrial Management 
Pool be allowed to continue as in force prior to 31-3-1977. 

Recommendation (S. No. 97, Paragraphs 11.11 & 11.12) 

The Committee find that a long term loan was granted by Gov-
ernment to HZL ror the implementafon of the integrated scheme 
including the mill and the Smelter .. The first loan of Rs. 1.05 crores 
was disbursed in 1966. A moratorium from the date of Mawal of 
the loans upto the period of two years from the date of commence-
ment of production had been allowed in respect of repayment of the 
rrincipal suhject to the condition that the total period of moorato-
rium dld not exceed five years from the date of disbursement of tbe 
loans and the repayment of loans was completed within 15 years 
from tl.e d:!te of or-awa!. 



The Comm~ttee regret to obRrve that in the ablence of a clear 
declaion regarding the date of commencement of product'on, the 
Management had been reckoning the period from the date o~ cOln-
mercial production and delaying the repayment of loan inst~ments 
with the result that the financial btn"den on the company had been 
increasing from time to time and the balance of overdue instalments 
u on 31st March, 1975 amounted to Rs. 82 lakhs and the penal inte-
rest to about Rs. 6 lakbs. While it may be log;cal to reckon the 
period for repaymcnt of loan from the date of commercial produc-
tion, the Committee feel that date of commencement of commercial 
production is a conc<:.pt which will be varying and disputable and 
according to the discretion of Management. The CommIttee therc-
fore !'eCOmmend that the terms and conditions of loan should clear-
ly stipulate the date of commencement of repayment of loan and 
interest so that there i5 no ambiguity in this regard. In their opinion 
this will also enable the Management to gear its machinery, cut 
.hort delays in !lestation period and accelerate genention of reaour-
ce8. The Committee would also like that Government, in its turn, 
should take positive Idlon to review the position of outlltanding 
loans and inItiate meat:ures for prompt realisation of the instalments 
of loans and interest due. 

Reply of GoVemmeDt 

The Government agrees with the obl'ervation of the Committee 
that date of comme:.c~ment of commercial production is a concept 
which will be varying and disputable. The terms and C')nditions of 
loans sanctioned to Hlndu!""n Zinc Ltd. since 1975-76 have beeII 
made more specific and unambiguous. The revised terms and condi-
tions stipulate, inter aU4,. that:-

(I) the period of moratorium for repayment of the loan is 
three years from the date of drawal of the loan; 

(U) the repayment will commence on the 4th ann;versary of 
the drawel of the loan and will be in twelve equal annual 
instalments; and 

(iii) the payment of interest will be made after expiry of one 
year from the date of drawal of the loan and thereafter 
c,·ery y~ar till the loan is repaid. 

2. 'Ihe Minbtrv of F'n31lce (Budget Division) had prescribed the 
form of loan s:m;ti"ns :n 1971; tlese instructions enjoin Ministries! 
Departments to indieate inteT-4lia (i) the period of a loan, (Ii) 
moratorluDl tl)wArds repayment, and (iii) date ar.d year from which 
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repayment will commence. These instructions are being followed 
by the Department of Mines in fixing the terms and conditiOllS in 
re3pect of capital loans to all undertakings under their administra-
tive control. 

3. As regards review of repayment of loans and payment of inte-
rest, it may be stated that as on 31-3-76 Hindustan Zinc Ltd. has 
paid all instalments and interest due thereon. A watch on the re-
payme:1h 's kept particularly while releasing the last inatalmentl 
of the budgetary support to the company every year. 

[Ministry of Steel and Mines-Department of Mines 0.14. No. 
54012(1)/76·Met. II dated 27-11-1976] 

~tioa (S. No. n, Para .... phs I1.1T II: 11.11) 

The Committee regret to note tbat tlte Management did not take 
any action on the note circulated by Government in May, 1969 inter 
alia indicating the main functions and responsibilities of the Finan-
cial Adviser drawn up on the basis of 15th Report (1968) on Finan-
cial Management in Public Undertakings and asking the Public 
Under~akings to adopt the same with such alternative, adaptation 
as might be necessary. The Management was again requested in 
November, 1972 that allimportsnt orders issued by the Government 
should be brought to the notice of the Board of Directon who in 
tum, should consider them promptly and take follow-up action with-
out delay. The note received in 1969 was then placed before the 
Boud of Directors, for its conaideration in January, 1973. Although 
a further paper was desired to be placed before the Board for dele-
gating powers which were to be reserved for the Financial AdviHr, 
it bas not been done 10 far. 

The Management stated that since the guidelines c:lrculated by 
the Committee were being followed in full, the matter was not .,aID 
placed before the Board but it was now being proc:eued tor being 
placed before the Board. The Committee urge that the matter 
should be processed without delay and placed before the lIoard and 
the functions/responsibilitIes and powers of the l"tnanc:ial AdvIaer 
s'lould be cIeady and precisely llUd down. 

Reply of Govel'Dllleot 

The matter regarding functions and responsibilities of the DIne-
tor (FiDmce) of Hindustan Zinc: Ltd. was placed before the Board of 
Directors at itl meeting beld on 29-9-1976. The Board adopted the 
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main fuucfons and responsibilities of the Director (Finance) on the 
liDes contained in the Bureau of Public Enterprises OM No. 46/ ADV 
(F)/69/26, dated &-5-1969. Items required to be reserved fOI" concur-
rence and consultation with the Director (Finance) have also been 
specified. 

[Minilltry of Steel and Min_Department of Mines O.M. No. 
54012(1)/76-Met. n dated 27-11-1976] 

l&ecoIIlmea4atioa (5. No. 100, p .......... 110M " 11.25) 

The Committee regret to note that though the company was 
f«med in January, 1966, it was only after eight years that an acco-
unting manual laying down the detailed procedure for completion 
and maintenance of accounts has been introduced with the result 
that no uniform account;ng procedure could be followed in the 
various units of the company. The delay was stated to be due to DOn-
finalisation of accounts of earlier yean, the arrears of which could 
be completed only in UnO-71. The Committee regret that even dter 
this there has been a delay of three years in the flnalisation of the 
manual. 

'the C,mmittee also note that a full-fledged internal audit system 
was introduced from July 1973 and the Internal Audit Manual was 
ftnaliled in October, 1975. The Committee find that, while impor-
tant points in internal audit reports are brought to the notice of the 
Chairman-cum-Managing Director, these are not submit.ed to the 
Board of Directors. "The Manajement have stated that in case any 
of these points are considered important by the Cbairman-cum-
Managing Director, the same "will" be reported to the Board. The 
Committee would like to draw attention to thlrlr recommendations 
in Paras 204 to 207 of their 15th Report (1968) and reiterate that the 
Internal Audit Wing should function as an effective tool of financial 
control and its functions should include a critical review of the 
systems, procedures and operations as a whole. They need hardly 
point out that its reports should receive serious consideraUoDl at all 
levels and a report of the points together with the action thereon 
should be placed before the Board of Directors from time to time. 

lteply of GoVerDJDeDt 

The delay of 3 years In the ftnalisation of the Accounts Manual, 
i.e., from 197~71 to 1973-74 was due to diverse activities of the 
Company including mining, milling, zincflead ameltin, md refiDing 
etc. It was only with the asai8tance of a Jlrm of Chartered 
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Accountants that the Manual was finally drawn up in 1973-74 anel 
introduced from the year 1974-75. 

2. The Government agrees with the recommendations of the 
Committee that Internal Audit Wing should function as an effective 
to:ll of financial control and its functions should include a critical 
review of the systems, procedures and o~tions as a whole. Suit-
able instructions in this regard have been issued to the Hindustan 
Zinc Ltd. vide Jetter No. 54012(82) 17~Met. II. dated 20-9-1976 
(Append:X XXXIX). 

[Ministry oti Steel and Mine.-Dep:u1ment of Mines OM No. 
54012 (1) (7~Met. IT dated 27-11-1976]. 

Rec:ommendation (S. No. 101, Paracnph I1.3Z) 

The Committee would, however, like that the MinIstry/Undertak-
ing should keep a strict watch on the capital cost of the various 
projects which are under way, complete the projects expeditiously 
and eomm.Ission them without delay. 

Reply of Government 
The sugestionof the o,mmittee regarding strict watch on capital 

costs of the various projects is unexceptional and the Government 
aceepta the same. The attention of the Chairman-cum-Managing 
Director, full time Director and Government Directors of thp. Com-
pmy has been drawn to this recommendation t1ide letter No. 54012 
(34)t7~Met. IT dated the 30th August, 1976. (Appendix XL). 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012 (1) (7~Met. II dated 4-11-1976J. 

Recommendation (S. No. 10%, Parqrapb 11.33) 

The Comm.ttee w.)uld suggest that the undertaking should right 
~omthe beginning, ensure that there is no over staffing in any 
project and over heads are kept to the minimum. 

Kepi, .1 Govenuneat 

the Government accepts the suggestion 01 the Committee regard. 
ing staffing and control of over-heads. The attention of the Chair-
ID8Il-ctml-Managing Director, other fun time Director, and Govern-
meat D;nctora of the c:omparry baa been drawn to this reconunenda-
lion vide letter No. 54012 (34) /7~Met. II dated the 30th August, 
1976. (A~ XL). 

[Ministry of Steel and Mines-Department of Miftes OM No. 
54012 (1) (7~Met. II dated 4-11-1J'18). 
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Beeam ........... (S. ~ .. 113, P..,npJa l1.3t) 

The Committee would recommend that there should be a buil~in 
8CC!ent on productivity in the wage structure to sublerve the larger 
public: inten.t. 

The recommendation ot the Committee that there shJuld be 
bu.l~in accent on productivity in the wage structure is unexcep-
tional and the Government accepta the same. The attention of the 
Cbairman-cum.-ManaIin8 Director, full time Directors and Govern-
ment Directors o£ the company has been drawn to this recommenda-
tion t7ide letter No. 54012 (34) f16-Met. II dated the 30th August, 1976. 
(Copy encloIed with Government's reply to recommendation No. 
101). 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012 (1) (l6-Met. II dated 4-11-1976]. 

Beco_ .... tJo. (S. No. 1M, ParacraPIl IUS) 

The Committee WJuid .tress that str:.ct financial control ahould 
be exercised on all the activities ot the undertaking in the various 
unite. The Corporation should introduce the system of JIlUIaIeID8Ilt 
accountancy to assist the Management and the Board to take ript 
decisiona. 

The Government accepts the recommendation of the Comadttee 
in reprd to strict financial control on all the activities of the UJMIeII.. 
taking. The attention of the Chainnan-cum-Ilanaging Director, tull 
time Director and Government Directors of the Company bas heeD 
drawn to this recommendat'on ". letter No. 54012 (34) f1f .. Met. D 
dated the 30th August. 1976. (Copy enclosed with Government's 
reply to recommendation No. 101). 

[Ministry of Steel and Mines-Department of MInea OM No. 
54012(1)f7'-Met. n dated 4-l1-tl'rl]. 

What ac:tion has been taken by the Company in punuance 01 the 
Ietten Issued by the MInistry! 
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FurtIIer reply of Govel'DlDeDt 

In pursuance o£ the letter issued by the Ministry, the Director 
(Finance), Hindustan Zinc Ltd. has :ssued necessary instructions to 
all concerned for strict financial control on all the activities of the 
Company and to keep a constant watch as per the recommendations 
of the Committee on Public Undertakings. 

The management alSJ submitted a detailed note on the said 
recomm.endaton to the Board at its 73rd meeting held on 10-12-1976. 
The Board authori8ed the Managing Director to appoint a consultant 
for introduction of Integrated AccJunts System. ~'urther action in 
the matter is being taken accordingly. 

&eeommendatioa (S. No. IN, Parqnpb 11.31) 

The Committee would like the Government's repreaentativu on 
the Board to pay attention to the afore mentioned aspects more parti-
cululy to the necess'ty of ensuring that expenditure on the pro-
jects under implementation does not get '10 inflated as to militate 
against the viability of the project. 

Reply of Goverament 

The attention a£ the Government Directors on the Board of the 
Company has been drawn to the recommendations contained in 
paras 11.32 to 11.35 and to ensure that expenditure on the projects 
under implementation do not get inflated unduly t;ide letter No. 
14012 (34) ~JML II dated the 30th August, 1976. (Copy encloled 
with Govenunent'. reply to recommendation No. 101). 

[Ministry of Steel and Mines-Deparrment of Mines OM No. 
54012 (1) f76-Met. II dated 4-11-1978} • 

........... tIoa (So No. 101, Par .... 11.31) 

The Committee note that after incurring loues during initial 
yean of working, the undertaking turned the corner and made proft. 
(before tax) amounting to over Rs. 42 lakhs, Rs. 504 lakha and 
Rs. 893 laths during the years 1972-73, 1973-71 and 1974.75 respective-
ly. They ftnd that the ruling price of zinc has been increued from 
t:me to time from Rs. 4090 per tonne in 1972·73 to Rs. 13710 per tonne 
from 1st January, 1974. and the additional sales revenue earned from 
increue in price during 1973-74 as compared to that prevailing In 
1972-73 amounted to Rs. 5.46 crores and this contributed to IUbltan-
tisl improvement iD the working results of the company. ~ com-
mittee have already pointed out that the c-:>st of mintng operations 
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have been increasing and cost of mme ore, recovery efBciency etc. 
are important factors which influence the cost of production of end 
product:B. The COll'lDLttee have already given recammendations in 
tbiJ regard. They would like to reiterate that the undertaking should 
introduce lidentiftc system of costing in all its projects so that analy-
sis of the cost of production may be made on correct lines and econo-
mies effected wherever necessary. 

lIepIy of. OM ...... t 

The recommendaUon o£ the COll'lDLttee regarding introductioo of 
Iclentific aystem of cosUng is unexcepUonal and the Government 
accepts the same. The attention of the Cbairman-cum-Managjng 
Director, full time Director and Government Directors of the Com-
pany has been draWJl to this recommendation vide letter No. 54012 
(34) /76-Met. II dated the 30th August, 1976. (Copy enclosed with 
Government's reply to recommendaUon No. 101). 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012 (1) (l6-Met. II dated 4-11-19761. 

Furtber information c:alIecl for by the Coamdttee 

What action has been tsken by the Compeuy in p\D'Suance of the 
letters ilaued by the Ministry 

Farther reply of GoveraJDeDt 

In punuance of the letter issued by the Mm:stry, the Dtreetor 
(FiDaDee), Hlndutt8n Zinc Ltd. has iaued necessary iDBtruetlons to 
all concerned for strict ftnancia1 control on all the ac:ttvtties of the 
Company and to keep a constant watch as per the recommendations 
01 the Committee on Public Undertakings. 

The mana&ement also submitted a detailed note on the said 
recommendation to the Board at its 73rd meeting held on 16-12-1976. 
The Board authorised the Managing Director to appoint a consultant 
for iDtroduction of Integrated Accounts System. Further actioD in 
the matter is being taken accordiDaly. 
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llECOMMENDATlONS WHICH THE COMMITTEE DO NOT 
DISLRE TO PURSUE IN VIEW OF GOVERNMENTS REPLIES 

Recam~Uioa (s. No. Z, Puqrapia 1.15) 

The Committee feel that when a private enterprise is acquired in 
Public interest it may be more appropr'iate if the amount payable in 
IUch c:aaes is mentioned specifically in the legislation itself, particu-
larly In those cues where the amount is likely to be huge. The 
Committee feel that Government should lay down norms for fixing 
the amount to be paid at the time of takeover. The Committee 
would like the Government to examine the question of paying an 
amount which may not be mOTe than the book value of the assets 
less the liabilities of the unit at the time of tak;ng over. 

Reply of GovemmeDt 

The Government agrees with the recommendation of the Com-
mittee that when a private enterprise is acquired in public interest, 
the amount payable may normally be specifted in the legislation 
iteelf. In cues where it is not possible to spec:fy the amount, it will 
be open to the Government to lay down the principles, which, in fact, 
ts eIIviBaged in Article 31 of the Constitution itself. 

2. In regard to the recommendat:on that Government should lay 
down norms for fixing the amount to be !>lid at the time of take 
over, it may be stated that the basis or alternatives on which the 
amount fa to be determined is indicated to the authorities concerned. 
The norms, however, cannot be dlscloaed, for obvious reasons, and, 
in any cue, the flDal decfaion is that at the Government. 

3. The Committee's recommendation regarding the question ot 
paying an amount which may not be more than the book value ot 
the assets less the liabilities of the undertak:ng/unit at the time of 
take over has been examined caretully by the Government and it is 
felt that it is not possible to lay down any uniform method for this 
purpose .. the actual determination of the amount would depend 
upon the circumstances ot each case. 

[Ministry of Steel and Mina-Drpartment of MiDea OM No. 
54012(1) (l&.1IlIIt.. U dated 2'1-11-1rHIJ. 
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BecommeadatioD (s. No.3, p ....... 1.1) 

The Com.m,;ttee note that the estimate of the integrated IICheme 
which was originally revised from Rs. 670 lakhs (1960) to Rs. 1263 
lakbs in 1964 was alter take over by Hindustan Zinc Ltd. reassessed 
at Rs. 1664 lubs in November, 1966 and further revised to Ba. 1896 
lakbs in October, 1969. The Committee also Dote tbat while revisinl 
the estimates in October, 1969 the undertaking re-arranged and reo 
gtouped the various beads of expenditure to rationalise the existing 
sub-heads of estimate and to cover new areas of investment with the 
result that a c:>mparison with the earlier revised l'Stimate of 1_ t6 
ascertlLn the reasons for increase in expenses under diJferent beach 
was not possible. The Committee feel that the revision made in lIMI6 
by HZL could have been completed in all respecls if only the mana-
gement had been vigilant and taken care to include any new itenu 
which were covered later. In the opinion of the Committee tbi. 
laxity ~n the part of Management has not only resulted in ElcalaUon 
in cost but also delayed the implementation of the project. 

Reply 01 Govel'llDlellt 

The Government have carefully considered the Committee'. 
observation that the revis:on made in 1966 could have been complete 
if the management had been vigilant but would like to submit that 
the extent ~f expenditure on certain items could not have been fore-
seen precisely by the Hindustan Zinc Ltd. ill November, 11186. A 
short note ;ndicating the position in this regard is encloaed (Appen-
dix XLI). 

2. It is felt that no laxity can be ascribed to the management in 
revising the cost estimates of the integrated scheme. The delay in 
the implementation of the IICheme resulted in BOme escalation in 
costs but this was due b general increue i'l prices. 

[Miniatry of Steel and Mines-Department of Mines OK No. 
54012(1) f76-Met. IT dated 8-1",78]. 

IIeeommeDdatioa (S. No.4, ParqnpIa U) 

The Committee also feel that while revising the estimate. ill 
October, 1969 Government should have critically gone ioto the reaIOO 
for revision or increases under each one of the sub-beads to make 
:lure that such increases/revision were justified and the items newly 
included could not have been foreseen earlier. The Committee expect 
that at leut in future the Govemment would l'DSUre that once the 
eftimatea are revised they are realistic and that there would be DO 
further revision. 
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Beply of Goftl'DlDeDt 

The above recommendation was referred to the Bureau of Public 
Enterprises and their reply is reproduced below:-

"Sued on the recommendations of V. K. Krishna Menon 
Committee, Government in May 1962 hal> delegated power 
to the Boards of the enterprises to sanction variations not 
exceeding 10 per cent under any estimate-head from Gov-
ernment approved project estimates. So revised estimates 
with variations exceeding this limit only come to the 
Government for approval. Various agencies in the Gov-
ernment including the Administrat· ve Ministry; Associat-
ed Finance, BPE and Planning Commission examine such 
revised estimates carefully to ensure that the revised 
figures are re9listic and the causes of revisions could not 
have been foreseen earlier. This proces:! was followed for 
the Oc1r.>ber 1969 R. E. of Hindu·stan Zin( Ltd. 

2. Based on the recommendation No. 2 contained in the 21st Re-
port of Committee on Public Undertak:ngs (5th !.ok Sabha) on 
BHEL public enterprises in November, 1972 were reques;ed to 
prepare revised estimates of panctioned project as soon as it is felt 
that the original est:mates are going to be exceeded so as 10 obtain 
sanction of the competent 2uthoriy before committing/Incurring ex-
penditure beyond the power of Board. Recommendation contained 
in para No. 2.12 of th!s 88th Report also suggests the same procedure. 
It is not likely that the provision under all the estimate heads would 
exceed their sanction amounts simultaneously at the .. me time. 
Such excess of commitments over the sanctioned amounts come to 
light only after contra"t, purchase orders are finalised or firm quota-
tions obtained. Depending upon the sequence of activities in the 
PERT chart such variations under different estimate heads come 
to light at difterent times which for big projects with long gestation 
periods give rise to revision in project estimate!' more than once. In 
view of this position it would nbt be desirable to insist on one-time 
l'evision only which will either require the PSEs to approve them· 
selves huge variations from sanct'oned estimates or keep progreu 
of certain component of the project pending till the variations under 
all estimate-heads are known with rea'101l8ble accuracy." 

[Jlinistry of Steel and Mlnes-Depa,.tment of Mines OM No. 
5(()12(1) i78-Met. II, dated 27-11-1976]. 
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Recommendation (S. No" 18, Paragraph U8) 

The Committee note that though the trial runs of the 500 tonne 
Ball Mill were completed in Septem~r, 1966 it was oot COIIlIDiuion-
ed till December, 1967, even after a lapse of one year on account of 
inadequate supply of electric power from the Chambal Project. 
against their requirement of 2000 KWs for the Ball Mill, only 1000 
KW. were released by the RSEB. The Committee are informed that 
PI!Dtiing determination of final tarl1f for supply of power, no formal 
cOlltr~i was entered into with RSEB. The Committee see no reason 
why a formal commitment for supp~y of required quantity of power 
cOllhi not haVe been entered into with RSEB, leaving the rates to 
be dtlcioied by Government/RSEB later so that there was at least 
an assured supply of the electric power. 

Reply of GovemmeDt 

Th. observation of the Committee that a formal commitment for 
supply of requi.red power should be entered into even if the rates 
are to be decided is unexceptional. The Committee has, in fact, made 
a similar recommendation (viz, recommendation No.,2) in its 67th 
Report on FACT which is reproduced below:-

• No project or expans:on of project should be undertaken in 
future unless power supply is assured with a guarantee 
where it is to be supplied by another authority to the pro-
ject." 

2. 'l'he above recommendation of the Committee has been brought 
to the notice of all Ministries/Departments by the BPE in their OM. 
No. BPE/GL.036~DN 312175 BPE (Prodn), dated 19-11-75 
(Appendix XLll) and the attention of the Hindustan Zinc Ltd. has 
also been drawn to it. 

3. In the instant case, however, it may be stated that the pro~ 
to add a 500 tonnes per day Ball Mill was mooted by the Metal Cor-
poration of India who had placed order for the MiJI as early as 1962. 
The Mill was got released by Hindustan Zinc Ltd., in May/June 
1966 from the Bombay Port where it was lying for quite sometime 
due to the inability of the Metal Corporation of Ind'a to pay the 
customs duty. 

4, Immediately on the formation of Hindustan Zinc Ltd. on 10-1-66, 
the questi.on of adequate power supply to the various units of Hindus-
tan Zir.c Ltd. was taken up by the Se=retary (Mines and14etals) 
with tI e Chief Secret1ry, Government of Rajasthan, on 28-1-66. The 
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matter was pursued at Minister's level, and througb the then Ministry 
of Irrigation & Power and the Planning Commission. However, the 
RSEB was experiencing great difficu~ties due to inadequate rainfall 
ill the catchment area of Chambal river and the delay in the com-
missing of the Ranapratapsagar Power Project. Thus fonnal com-
mitment for supply of required power could not be obtained from 
the Electricity Board despite continuous efforts made at highest 
levels. 

5. RSEB was supplying 1000 KW power to Hindustan Zinc Ltd. 
without formal agreement. It is thus felt that had the required 
power been available with RSEB, they would have supp!ied 2000 KW, 
power to the company. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012 (1) /76-Met.n dated 2~a-I976). 

Reeomm ..... (5. No. 15. Paragraphs US to %.to) 

The CQmmitteefind that the Ball Mill of 500 tormes per day 
capacity was installed in September, 1966 but operated regularly 
from December, 1967. The Zinc Smelter with 18.000 tonnes ingot 
capacity went into partial production from January. 1968 and regular 
product:.on from June, 1968. The new mill of 2000 tonnes capacity 
was completed in three phases Le. upto 1000 toones in July, 1972 
upto 1,500 tonnes in September, 1972 and upto 2000 tonnes in April, 
19'73. As the mill was required to be in position before the deve-
l"pment of mine, no substantial development of Machia Magna MIne 
could have been made without the erection of 2000 tonnes per day 
mill. The deve~opment of the mine was completed only in 1974. 

The Committee regret to note that in view of the Inability of the 
mines and the mills to provide the required quantity of concentrates 
for the zinc smelter HZL had to ;mport 44072 tonnes of concentrates 
during 1969-70 to 1972-73 at a total COlt of Rs. 5.27 crores. In this 
connection, the management have stated that the total quantity 
of concentrates imported could have been avoided only if the mine 
development pr~amme along with mat~hing milling capacity had 
kept pace with the requirement of the smelter. The Ministry have 
stated that "the matching of minjng capacity with the smelter capa-
city was not initially envisaged by the Metal Corporation of India. 

Although the Comm:ttee agree that one of the serious lacunae in 
the intergrated scheme inherited by the Hindustan Zinc Ltd. from 
the MCI was the absence of synchronisation of different activities 
r~uired efforts for development of the mines with a view to feed 
the Zinc smelter were not initiated in time. The Committee, how-
ever, regret to note that even after t2king over of the MCI and while 
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modifying and implementing the integrated scheme nothing was done 
by Hindustan Zinc Ltd., to rectify the lacunae and the lack of syn-
chronisation continued till the oomp'eEon of the scheme mainly due 
to delays in the development of mining capacity to mattb the existing 
smelting capacity. 

Reply of Government 

The matter has been referred to an Expert Committee coutituted 
by the Government vide Memorandum No. 54012 (73) /76-Met.1I dated 
12-11-1976 (Appendix II). The results of the inquiry/investigation 
by the Expert Committee, wiJI be submitted to the Committee soon 
after the same are received. 

[Minislry of Steel and Mines-Deparanent of Mines O.M. No. 
54012(1)/7C.lIet.1I dated 8-12-76]. 

Farther Worm.don called for by the c-mittee 

In regard to the above recommendation, it has been stated that 
the matter bas been referred to an Expert Committee constituted 
by the Government. Please state-

(a) When was the Committee required to submit the Report 

(b) Has the Report been submitted by the due date? If not, 
what are the reasons for the same 

(c) When is the report likely to be submi.tted? 

(d) In case the Report has been submitted by the Committee, 
please furnish a copy thereot 

(e) What action has been taken by Government/Hindustan 
Zinc Ltd. on the Report submitt.m by the Committee? 

Farther reply of Government 

(a) to (e). The Committee was to submit its Report within a 
period of six months i.e. by the 11th May, 1977. 

However, in v}ew of the heavy work load involved in examin-
ing in depth the voluminous data and material on the points for 
examination and also because the Member-Secretary of the Com-
mittee had to be away for about 4 weeks abroad for a United Nr. 
tions Training course, the Chaitman of the Committee has requested 
that the time limit for submission of the report be extended upta 
:H-7-19T1. 



Has the Report of the Expert Committee been examined by the 
Ministry? If so, what act'on has been taken thereon! 

Farther reply of GoYel'llDlent 

The matter was referred to the Expert Committee constituted by 
the Government vide Memorandum 54012 (15) 176 II dated 12-11-1976 
(Appendix ll). 

2. The conclusions/observations made by the Committee are re-
produced below:-

(a) The Expert Committee is of the view that in the back-
ground of the lacunae in the integrated scheme inherited 
by HZL from MCI and the status of physical progress in 
the construction of mine, mills and smelter at the time 
of take over of MCI, it would not have been possible to 
synchronise the various activities related to mining, mill 
ing and smelting so as to produce adequate quantities of 
concentrates which would match the smelter requirements 
between the period 1969-70 and 1972-73. 

(b) Even if the various activities related to mining and mllli-
ing had been implemented as per the schedule drawn up 
by Mr. Gratacap in 1966, only 94,008 tonnes of ind:genous 
concentrates cou~d have been produced upto 3'.12-1971, 
whereas the requirement of the smelter upto this period, 
as projected in the DPR for smelter, was 1,23,420 tonnel. 
Thus a gap of 29,412 tonnes of concentrates would have 
existed. The Expert Committee also noted that the Study 
Team of the BPE took cognisance of the need to Import 
around 30,000 tonnes of concentrates. 

(c) As a result of imports of 43,593 tonnes of concentrates, 
an expend~ture of Its. 5.27 crores was incurred, whereas 
the cost of indigenous production of concentrates with 
equivalent metal content would have been around Rs. 5.05 
crores. Thus, the additional cost incurred on acCOUnt of 
imports wu around Ra. 22 lakhs. Neverthelell, the Import 
of concentrates meant a foreign exchange outgo of Ra. 5.27 
crores. On the other hand, taking into account that in 
any case 29,412 tonnes of concentretes would have had to 
be imported over if the production schedules enviaaged 
in the integrated scheme drawn up by Mr. Gratacap had 

4597 L.S.-I0. 
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been achieved, it would really be appropriate to assess the 
cost differential on import of 14,181 tODDe:; of con~entrates 
which alone could have been avoided. This differential 
is Rs. 7 lakhs. 

3. The Government accept the above findings of the Expert Com-
mittee. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012 (1) /76-Met.II dated 8-2-1978]. 

Recommendation (S. No. 18, Paragraph %.11) 

The Committee are surprised to find that while examining the 
estimate of the Project as revised in April, 1972 the CWPC informed 
in June, 1972 that the dam at full height would generate only 95 per 
cent availability of 1'40 million eft. and not 300 million cft. as origi-
nally planned by Irrigation Department and there wc.uld be a short-
fall of 42 million eft. of water by 1976-77 even if the dam is extended 
to the full height of 1407 ft. MSL. The Committee are not sure 
whether the detailed project estimate of the dam was scrutinised 
and the avai-Iability of water etc. ensured by the Hindustan Zinc Ltd. 
before acceptance of estimate was given to the State Government for 
execution of the work. The Committee would like that the entire 
matter should be thoroughly investigated with a view to fix 
responsibility for the lapse. 

Reply of Government 

The entire matter regarding construction of the Tidi. Dam has 
been looked into from the records of the Ministry and the Hindustan 
Zinc Ltd. 

2. While examining the estimates, the company felt that there 
was no choice in the matter of construction of the Dam as no alter-
native source of water was available and that the scheme had to 
be considered more from the point of view of essentiality for deve-
lopment and expansion of the mines rather than its economics. The 
estimates were based on the basic schedule of rates of Udaipur Irri-
gation Circle for 1966 and the then prevailing wage rates. 

3. The original estimate was prepared by .the Irrigation Depart. 
ment of the State G<lvernment in whi.ch the availability of water was 
shown as 300 M.cft. This was further considered by the Irrigation 
and Power Division of the Planning Commission, while making allo-
cation for the Plan Schemes of Hindustan Zinc Ltd. The Company 
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did not have doubt about the correctness of the estimate as the same 
had been prepared and examined by experts. 

4. In regard to the avaiJability of water, the construction of the 
Dam was being considered mainly to meet the requirements of the 
Mochia Mine, current and planned development to produce 2000 
tonnes of ore per day. The requirements of water for this mine 
was estimated at 70 M.cft. Though the dam was conceived in the 
context of the need for water for other mines also, there was no 
doubt about adequate availability of water for the Mochia Mine, in 
particular. 

5. In the circumstances of the case, Government are satisfied that 
there had been no lapse on the part of any individual in the proce-
ssing of the case. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012 (1) /76-Met.1I dated 28-1-1977]. 

Recommendation (S. No. 25, Paragraph 3.65) 

It has been stated that the expansion of, the Debari smelter from 
18,000 to 45,000 tonnes per annum ane! the new 30,000 tonnes per 
annum zinc smelter at Visakbapatnam are expected to materialise 
during 1976-77 when the capacity for zinc production would go up to 
95,000 tonnes per annum. A letter of intent has been issued for th .. 
expansion of the existing smelter at Alwaye in the private sectOl 
from 20,000 to 40,000 tonnes per annum. The Committee hope that 
the two projects in the public sector would be completed as per 
schedule. They also recommend that Government should ensure im-
plementation of the expansion s!:'heme in regard to Zince smelter 
at Alwaye during the Fifth Five Year Plan so that the entire de 
mand for zinc ;s met indigenously. 

Reply of Government 

The Government are also anxious that the expansion of the Debar1 
zinc smelter (from 18,000 to 45,000 tonnes per annum) and the com-
pletion of the new zinc smelter at Visakbapatnam (with a capacity 
of 30,000 tonnes per annum) be completed as soon as possible. The 
progress of wDrk on these projects is being watched continuously. 
Slippage of a couple of m:>nths is now expected, based on the latest 
review of progress. 

2. ALaut the expansion of the Alwaye imelter, the private sector 
company concerned has already been informed of Government's con-
cern over their delay in taking up in right earnest the expansion. for 
which tbe 'letter of intent' had been granted to them. Accordingly, 
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that baa been extended for six months only (up to 31-12-76), U 
against their request for 12 month's extension. 

3. The Government are also anxious to reach self-'SUftlciency in 
production of zinc metal as early as possible, and then maintain that 
position. Total smelt;ng capacity during 1977-76 will become 95,000 
tonnes per annum, as compared to only 38,000 tonnes just now. But 
the general progress in the economy would s)on enough expedite the 
day when 95,000 tonnes per annum would also be quite inadequate 
In other words, additional capacity shall have to be brought into 
being well within the S'xth Plan period, towards that end, expan-
5i:m of existing capacity at Alwaye has obvious time-cost advantages 
over any "green field" site. 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012(1)f76-Met. JJ dated 4-11-1976]. 

Further information called for by tbe Committee 

<a> What are the reasons for the slippage in the scheduled dates 
of expansion of the Debari Zinc Smelter and the completion of the 
new zinc smelter at Visakhapatnam? 

(b) when are the plants now expected to be completed? 

(c) What are the plans before Minlstry/Hindustan Zinc Ltd. for 
the expansion of the capacity? 

<d) What is the latest position in regard to the implementatron 
of expansion schewe in regard to Zinc Smelter at Alwaye? 

Further reply of the Government 

<a) & (b). The position in respect of the above Zinc Smelters 
is briefly indicated below: 

(I) Debcri ZifI.C Smelter-E:cpansion--The detailed project re-
port prepared by MIs. Krebs of. Paris for the expansion' 
of the smelter envisaged completion of expansion within 
12 months from the zero date. Considering 915/19'13 as 
zero date, i.e. the d:Jte of signing agreement with Krebs 
zero date, i.e. the date of signing agreement with Krebs 
of the project was scheduled for completion by .Tune, 1976 
and commission'ng by December, 1976. 

As agalnst this, the first phase of Electrolysis Section (Cell 
house) was mechanically completed by 15-10-76 and the 
entire zinc circuit was completed and commissioned in 
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January, 1977. The main reasons .for delay in execution 
of the smelter expansion are briefly as under: 

<a) Tight tane schedule provided in the per-chart in view of 
keeping the same period of completion in spite of increalle 
in capacity from 36,000 to 45,000 toones per annum and 
corresponding increase in by-products. 

(b) Delay in completing basic engineer,ng for part of the 
project and detafied engineering of the project. 

(c) Slippage in delivery schedules by many of the indigenous 
suppliers. 

(d) Change and adjustment in the sc()!>,:! of work to suit site 
conditions which could not have been foreseen in the 
initial stages because Of matching with existing buildings 
and eqiLpments; and 

(e) Delay in execution of works by most of erection contrac· 
tors due to their inability to mobilise at site in time. 

(iI) lfew Zinc SfTI4!l.Wr at Visakhapa.tmltn--As per the Project 
Report, the Visakhapatnam Zinc Smelter was expected to 
take three years for commissioning. Taking 1-6-73 as zero 

date i.e. the date from which the agreement for detailed 
engineeringJ. with Mis. EngineeI's Ind1a Ltd. came into 
for;:e, the plant was scheduled for commissioning by July, 
1976. 

As against this, the electrolysis plant (zinc circuit) waa 
mechanically completed by tbe end of March, 1977 and trial 
production started in April, 1977. The main reasons tor 
delay in the completion of the plant are briefly as under:-

(8) Delay in completion at detailed engineering of the pro-
ject; 

(b) Slippage in delivery schedules by many of the indi-
genous suppliers; and 

(c) Delay in execution of works by most of the erection 
contractors due to their inability to mobilise at site in 
time. 

2. The mndustan Zinc Ltd. took the fi:>l1owing steps to remove the 
bottlenlt'!'b and to elq)edite completion at the projects:-



A-Det4iled Engi.neeTiing 

(i) A team of engineers of different disciplines conversant 
with the plant operations and maintenance requirements 
was formed. This project team was associated at different 
stages of the detailed engineering work carried out by the 
Consultants. 

(ii) Follow up with the equipment suppliers to furnish data 
required for detailed engineering work. 

(iii) Supply of all necessary information for the existing plant 
for matching with the new systems. 

B-Delivery Of indigenow equipment 

(i) With a view to expedite delivery, penalty terms were in-
corporated in most of the contracts. 

(ii) Assistance was given to the manufacturers in obtaining 
supply of basic raw materials like mild 'Steel, stainless 
steel sections etc. wherever possible. 

(iii) Regular fullow-up with the suppliers by deputing Engi-
neers of the company at vendors' shops, alongwith Consul-
tants representatives. 

(Iv) Technical difficulties of some of the vendors were routed 
out at ';heir workshops to expedite supply of the equip-
ments. 

C-Delay in mobilisation of eTection conn-actors 

The matter was taken up with various contractors at highest 
management level and constant pressure built up on them 
to expeditiously start the site work. After initial setbacks, 
the contractors did mobilise at site as a result of all help 
given as well as due to constant follow up. 

1~ will be observed from the above that Hindustan Zinc Ltd. 
did their best to remove the bottlenecks but the slippage 
became unaVOidable despite their best efforts. 

(cJ The question of augmenting zinc smelting capacity is 
mainly linked with the development of new zinc-lead 
miIles bt. the country. A detailed re\iew in regard to the 
development of new sanctioned schemes and schemes 
under consideration will be made towards the end of the 
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Fifth Plan period after taking into account the progress 
of the Mines projects and the financial pllocationll that may 
be available hereafter ror this sector. 

(d) MIs. Corninco Binani Zinc Ltd. have submitted their 
detailed proposals in the last week of December, 1976 for 
the expansion of their existing Zinc Smelter at Alwaye 
from 20,000 to 40,000 tonnes per annum. The proposal 
envisage the expansion to 40,000 tonnes per annum, in ten 
years time. These are presently under consideration of 
the G{)vernment. 

RecommendatiOD (S. No. 30, Paragraph 4.%3) 

The Committee would also like Government to examine the feasi-
bility of br~ging the Exploration and Development of· zinc lead mines 
in the country under the control of a single organisation like Hindus-
tan Zinc Ltd. which has developed expertise in the field. 

Reply of Government 

Prior to 1972, the Geological Survey of India, a subwdinate office 
of the Government, has been undertaking geological mapping, 
regional mineral assessment and detailed mineral exploration leading 
to the stage of proving of the ore reserves. The Committee on Scien-
t;fic Research set up by the Cabinet Secretariat to go into the work-
lng of the various scientific departments examined the functions, 
activities and {)rganisational structure of. the Geological Survey of 
India. The recommendations of the Committee were considered by 
the Committee on Science and Technology and later by the Standing 
Group of Ministers on Science and Technology at its meeting held on 
9-9-71, where the proposal to entrust the work of detailed exploration 
to an autonomous Corporation was accepted. Accordingly, with the 
approval of the Cabinet, the M"meral Exploration Corporation was 
formed in 1972 which is the agency of the Government to carry out 
detailed mineral exploration 'throughout the country. 

2. Thus, at present, preliminary invest;gation of the deposita ill 
done by the Geological Survey of India, detailed exploration by the 
Mineral Exploration Corporation and exploitation o~ ihe depoait by 
the exploiting agency. The Hindustan Zinc is an exploiting agency 
for the zinc-lead mines in the country and the development/exploi-
tation of all the major zinc-lead deposits in the country has been 
entrusted to it. The present arrangement has considerably helped 
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in the speedy exploration/development of the mineral deposits in the 
countcy and it is not proposed to disturb it. 

[Ministry o£ Steel and Mines-Department of Mines OM No. 
54012(1) J76-Met. II dated 27-11-1976]. 

Becommeudation (S. No. 32, Paragrapbs 4.50 at Ul) 

The Committee regret to note that the Ministry took nearly 10 
months to approve (August, 1972) the project report for Maton Rock 
Phosphate mine and the production of rock-phosphate which was 
scheduled to start from the middle of 1972-'73, actually started from 
January, 1974, w.th the result that the Undertaking had to continue 
to make purchases from the State Government at a rate higher than 
the cost of rock phosphate from its own mine". The Committee find 
that while production of rock phosphate had started in January, 1974, 
the 1st stream of ore dressing plant was put on tnal-run only in 
November, 197~. The delay in commissioning the ore dressiDg Plant 
is stated to be due to difficulties faced by the Engineering Project 
(India) Ltd.-A public sector undertaking-in constructing this 
plant which was the first of its type handled by them. 

The Committee regret to oblerve that because of the delay in 
production from the mine the company had to incur extra expendi-
ture in the procurement of rock phosphate. 

Reply of Government 

Though the Project RepJrt was forwarded by the Hindustan Zinc 
Ltd. to the Ministry in November 1971, the recommendations of the 
Board of Directors thereon were received bv Government only on 
27-12-1971. The time taken for sanctioning the project was about 8 
months. 

2. Hindustan Zinc Ltd. had to be addressed number of times for 
clariflcation/addit'onal information reqUired by the various concern-
ed authorities in consultation with whom the repr.rt was being exa-
mined. It was only in June, 19'12 that the company could send the 
final clarifications. Thereafter, the project was sanctioned in August, 
1972. The product' on h-om the mine started in January, 1974 and 
the company completely switched over to rock phosphat~ from this 
C'aptive mine from April, 19'14. 

3. The ftnIt stream of the Maton benefication plant was ~ 
moned in J«nuary, 19'76, but production has yet to stabiliae. ID this 
~nnection It may be appreciated that this is the fint time that a 
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plant to beneficiate rock phosphate has been set up in the country 
exclusively with Indian expertise. 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012 (1) f76-Met. II dated 17-11-1976]. 

Recommendation (S. No. 38, Paragraphs 5.73 & 5.74) 

The Committee note that as against the rated capacity of 18,000 
fixed for Deban 'Smelter, which was expected to be achieved in the 
bird year of operation (1970-71), the actual production of zinc ingots 
in 1970-71, was only 53 per cent of the rated capacity. It touched 
70 per cent in 1973-74 and has reached 82 per cent in 1974-75. The 
slippage aga'nst production capacity has not been due to non-avail-
ability of adequate quantity of zinc concentrates, (is was thought by 
the Management earlier, but due to heavy power interruptions and 
power failures, lack of appropriate maintenance organisation and 
laTge variation in the quality of concentrates imported from abroad. 
The Committee regret to note that lack of appropriate maintenance, 
organisation besides acting as a constraint on production, caused 
damage to {'ert.in parts of the plant particularly the Roaster and 
SulphUl'ic Acid section and eagerness to utilise full capacity of the 
plant prematurely resulted in "flogging" of the plant causing harm 
to equipment 1 fe. They are informed that the undertaking was 
handicapped for want of experience as even at national level, there 
was no experience with a process of this type. It had nO experienc-
ed personnel on roll either in operation or in maintenance. 

The Committee cannot understand why the question of arrang-
ing training for the technical personnel to operate aDd maintain 
the plant, which is of basic importance, was not considered by the 
Management contemporaneously with the erection of the plaut and 
why admittedly inexperience personnel was allowed to over reach 
themselves and mishandle the critical sections of the plant. They 
view it as a patent instance of lack of foresight on the part of 
Man~gement and over~bitious on the part of technical peraonnel. 
The COlml1ittee would like the Government to investigate whether 
training CJf personnel WII8 not contemplated under agreement with 
technical/foreign collaborators and why the technical pel'lOnnel 
were not got trained by the collaborators in the course of installa-
tion of the plant. They would like responsib;lity for these lapses 
and the damage done to the plant as a rel!u1t of inept handling by 
inexperienced personnel to be fixed and the Committee informed of 
the action taken in the matter. 
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Reply of Government 

The question whether training of personnel was not contemplated 
in the agreement with the technical/foreign collaboraton has been 
looked into and it is seen that the existing Debari zinc smelter 
was set up, on t\101 key basis, by M/s. Krebs & Cie and Penarroya 
of Paris. The original contract for the purpose was entered into 
by the Metal Corporation of India Ltd. (in the private sector) with 
Krebs-Penarroya in 1960. Later, after the acquiSition of the under-
taking, Hindustan Zinc Ltd. concluded a fresh contract for the con-
tinued assistance of Krebs-Penarroya for the completion of the erec-
tion, start-up and commissioning of the smelter, in November, 1966. 
This contract did envisage arrangements for the training of Indian 
technicians by Krebs-Penarroya in smiliar plants in France O!" in 
other European countries and the giving of technical instructions to 
Hindustan Zinc Ltd. personnel during the start-up of the plant by 
KTebs-Penarroya. Pursuant to this, Hindustan Zinc Ltd. did get 
technical personnel trained abroad and also in India. A list of the 
persons got traIned is enclosed (Appendix XLIII). 

2. Steps were thus taken by Hindustan Zinc Ltd. to get techni-
cal personnel tra;ned by the technical/foreign collaboratOR and 
there has been no lapse on this account. 

3. HoweveT, in spite of the steps taken to get technical personnel 
trained, there had been slippage in the attainment o! rated capacity 
by the third year after commissioning. The company has partly 
centrates, heavy interruptions and power failures quantity of con-
centrates. heavy interruptions and power failuTe8, fiuctuatioll8 in 
the grade of the concentrate feed actually available etc. subsequent-
ly the company fOUnd that maintenance problems which were main-
ly due to the technology being sophisticated and new &lao a1fected 
the production. 

4. The above deficiencies have largely been overcome in the 
expalllion of the smelter as Indian penonnel have been fully auo-
ciateg at allitages. The performance of the smelter during 1975-76 
has been better and the percentage of actual production to rated 
capacity went upto almost 90 per cent in apite Of power intelTUpt'Ons 
and power cuts, which had been possible with the build-up ot ex-
pertlae based on the experience gained. 

[Ministry of Steel and Mines-Department of Mine. O.M. No. 
54012(1)176-Met. II dated 1-7-1977] 
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Reeommeodation (S. No. 41J PlU'JICl'aph 5.79) 

The Committee are informed that the Study Team (1969) of the 
Bureau of Public Enterprises, which, also certified that Roaster was 
capable of attaining a product.on level higher than the rated capa-
city, did not include any metallurgical expert and the team "was 
not sent as an Enquiry Committee as such to enquire into the Roas-
ter but just like an audit team". The Committee cannot understand 
why such a Study Team chose to comment on the performance of 
the Roaster when it neither included an expert nor was it deputed 
for the purpose. 

Reply of Gover.ment 

The above recommendation was referred to the Ministry of 
Finance (BuTeau of Public Enterprises) and their reply is reproduc-
ed below:-

"So far as reflection of COPU on the findings of the Study Team 
of BPE (1969) on the capacity of the roaster and the competence of 
the Study Team to comment on the performance of roaster are con-
cerned, it may be mentioned that the 'Study Team of BPE (1969) 
was constituted as a sequel to the decision by the Secretarif!s Com-
mittee on Public Enterprises to conduct a "Depth Study" on the per-
formance of Hindustan Zinc Ltd. and not function as an "Audit 
Team" as mentioned by COPU. Several depth studjes have been 
taken up at the instance of Bureau of Public Ente11>rises from time 
to time, after the Secretaries Committee on Public Enterprises had 
agreecl "0 the pl"oposal of such depth studies by a Study Team, in 
the light of continued poor performance or deteriorating performance 
over a long period of particular undertakings, to get the problem 
areas identified and solutions recommended for the removal of the 
causes of poor performance. 

The Study Teams are generally made up of the AdviseT/Deputy 
Advisers from Production and Finance Divisions of the Bureau of 
Public Enterprises and the Director/Deputy Secretary of the con-
CeTned administrative Ministry dealing with the particular enter-
prise. . 

In this particular case the Study Team consisted of the follow-
ing members: 

1. Shri R. K. Ray, Dy. Adviser (Production), Ministry of 
Finance, BPE 
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2. Shri A. Krishnan, Deputy Secretary, Deptt. of Mines & 

Metals. 

3. Sbri N. Sundaram, Senior Costl! Accounts Officer, Ministry 
of Finance, BPE. 

Shri Ray, who was the te:hnical expert from BPE in the team, 
w .. a specialist in Production Management and Industrtal Engineer-
ing and bad the academic qualification of Chartered Engineer (U.K.) 
aDd Diploma in Production Management & Industrial Engineering. 
Syracuse, U.S.A. 

As would be obvious from above, the findings of the Study Team 
regarding the capacity of the roaster were incidental to the depth 
study of aU aspects of the working of Hindustan Zinc Ltd. and were 
based on their evaluation Of the data furnished by the management 
,as well as the assessment by the team made during their visit to the 
project site. 

It is the view of BPE that since this study team had DOt been 
specifically sent to study any particular problem of roaster or any 
other problem related to any particular unit of the metallurgical 
plant, where a specialist would perhaps be nece8¥ry, there wu 
nothing wrong for the Study Team to comment on the capacity of 
the roaster, amongst other things, in the course of their depth study, 
spec1allly when the team had an experienced industrial engineer .. 
a member." 

[Ministry of Stee: and Mines-Department of MinE'S O.M. No. 
54012(1)/76-Met. II dated 27-11-1976] 

BecoJDJDe.Dtlatieo (S. No. 45, PU8(l'apU UN to 1.186) 

'lbe Committee are informed that moore cake lying at the Debari 
Zinc Smelter a.t the end of 1974-75 was estimated to contain 10,700 
tonnes of zinc and 2,438 tonnes of lead, the value of which on an 
assumed recovery of 50 per cent has been estimated to be Rs. 3.47 
crores (at cost price). They note that attempt made through MIs. 
Chemical and Metallurgical Company to develop suitable scheme 
to re~ver additional zinc from moore cake did Dot succeed. The 
original proposal to treat the Debari moore cake at Vizag, where 
Waelz Kiln is being installed for the purpose. was dropped due to 
difBculties and high cost of transport ot Debari zludge to Vizag. 
The Committee find that a decision to install regular facilities for 
the recovery of zinc etc., from Debart sludge has been deferred till 
19IO by which time adequate stocks of these aludges !rejects would 
have been built up and experience of the worldng of Walez Kiln at 
Viz.ag would have been eained and its suitability for Debari evaluated. 
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The Committee axe informed that treatment of slag lying at 

Tundoo in respective smelters will yield 3,930 tonnes of zinc and 
1,260 tonnes of lead. They are further informed that Vizag smelter 
will attain full capacity operation after 2 years of star-up and the 
W,als Kiln, if started simultaneously, will have margina. excess 
capacity to treat Tundoo slag in the intervening period. It is stated 
that depending on experience gained by 1979, suitable slag treat-
ment facilities will be installed. 

The Committee recommend that the Ministry jUndertaking should 
examine again the pros and cons of deferring the schemes to recover 
zinc/lead ftom Dehari sludge and Tundoo slag till 1980 and 1979 
respectively and take a decision in the matter. in consultation with 
experts, in the best interest of the undertaking. 

Reply of Government 

The question of recovery of zinc/lead from Debari sludge and 
Tundoo slag has been examined agein in consultation with the Hin-
dustan Zinc Ltd. 

2. There are two main processes for treatment of the JlItIItetial 
viz. pyrometallurgical process and the hydrometallurgical process. 
The Walez Kilns being provided in the Visakhapatnam zinc smelter 
of the company are based on the pyrometallurgical process. The 
proposal to treat Debari sludge in the Visakhapatnam Waelz Kilns 
had to be dropped due to difficulties and high cost of transportation 
of the material from Debari to Visakha.patnam. 

3. Hindustan Zinc is, therefore, left with the alternative of either 
providing similar Kilns at Debari or go in for the hydrometallurgi~l 
process. In regard to the first alternative i.e. provision if Walez Kilns 
at Debari, it is felt that it would be adviseable to take a decision 
after experience is gained in the successful operation of the Kilns 
at Visakhapatnam. The Visakhapatnam Kilns are expected to 
be commissioned by early 1978 and the operations are likely to sta-
bilise by about the middle of 1978. 

4. In the meanwhile, Hindustan. Zinc Ltd. is already experimenting 
through its own Central Researeh and Development Laboratory, the 
recovery of zinc from Debari sludge by the hydrometallurgical pr0-
cess by enriching the sludge. The results of the experiments so far 
obtained are encouraging but have to be further firmed up. The 
Company is also exploring the possibility of developing the process 
of ind\l~trial application jointly with a Polish Research Laboratory. 
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S. The Tundoo slag is roposed to be treated in the Waelz Kilns 
at VisakhllJ¥ltnam after these Kilns are installed and the operations 
get stabilised in 1978-79. 

6. Thull it will be observed that Government will be in a position 
to take a decision on the points only tuwards the end of 1978. 

[Ministry of Steel and Mines-Department of Mines O.M. No. 
54012(1)/76-Met. II dated 21-12-1976] 

Recommendation (S. No. 50, Paragraphs 5.137 to 5.139) 

The Committee are surprised to note that although the Board of 
Directors approved the installation of .new zinc sulphate plant in 
JanU8'l"Y, 1972 and the Plant was expected to be commissioned by the 
second half of 1972, orders for the supply of Crystalliser was placed 
with Mis. De-Smet of. Bombay in November, 1973, with delivery in 
May, 1974. 

The Committee find that even after placing the order it was only 
in May, 1974 that an eng:neer was deputed to chose the progress of 
work and since no progress was made another agreement was enter-
ed into introducing a penalty clause and fixing 30th July, 1974 as the 
date for completion of supply. 

The Committee find that as a result of delay in the supply of 
equipment by the firm the new zinc sulphate plant was commission-
ed only in February, 19'75. 

The Committee rail to understand as to why the agreement 
originally entered into could not provide for suitable penalties for 
delays in supply or non-fulfilment of contractual obligations. The 
Committee recommend that delay in placing the order and for the 
failure to provide for the penalty clause in agreement should be 
investigated in order to fix responsibility. 

Reply of Government 

The Hindustan Zinc Ltd. has informed that at the time of submit-
ting the proposal to the Board ot Directors, it was envisaged that 
simple open pan evaporators, similar to the one being used in pilot 
plant, would be used and plant would be erected and commissbned 
by August, 1972. While doin!:! the detailed engineering it was found 
that it would not be desirable to use pan evaporators due to poor 
thermal economy of these equipments. A<.:cordingJy. (lther evapora-
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tors like spray drier, verticle tube evaporators, etc. which are normal-
ly used in other chemical industry were considered. In the absence 
of past operating experience with such type of evaporators for zinc 
sulphate manufacture and inverse solubility of, zinc sulphate solution 
above 77 degree C, most of the indigenoul! manufacturers took consi-
derable time in supply the information required for undertakine 
detailed engineering. This delayed the final flow sheet and detailed 
engineering work which were completed by May, 1973. 

2. The reasons for the delay in supply of equipment by M/s. De-
Smet of Bombay and entering into another agreement later were 
due to labour trouble and p:>wer cuts in Maharashtra during 1974. 
As already stated in the report, the supplier had to sub-contract the 
work to a &.brieator in Saharanpur because of l.ontinued labour 
trouble and power cut. 

3. The company has irrl:>rmed that the original contract did 
provide for penalties for delays but thil! could not be enforced al the 
delay was on account of labour trouble faced by the supplier, which, 
being beyond the control of the supplier, was covered by 'force 
maejure'. 

[Ministry 011 Steel and Mines-Department of Mines OM No. 
54012 (I) /76-Met. II dated 28-1-1977]. 

Recommendation (So No. 99, Paragraph 11.19) 

The Committee would also like that the BPE should not rest 
content with mere circulation of the instructions/guidelines but 
should review the implementation thereof and tak£' prompt action so 
as to bring any informat'on in this regard promptly to the notice of 
the administrative Ministries concerned. 

Reply of Government 

The above recommendation of the Committee was considered by 
the Bureau of Public Enterprises and their reply is reproduced 
below:-

"It is necessary to clarify in this context the distinction bet-
ween "Guidelines" and "Directives". The Central Public 
Sector in India operating under a corporate form of 
management consists of statutory corporations and com-
panies registered under the Companies Act. Over a period 
of years a preference for the company form as distinct 
from the statutory corporation has emerged as the former 
provides greater flexibility. In either case, the Central 
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Government, i.e., the Administrative Ministry has the 
powers to issue "direct:ves" to the Corporation or Com-
pany by i>l:owing the prescribed procedure in the Statute 
and Regulations framed thereunder, or the Articles of 
Association as the case may be. It would be significant to 
note that such "directives" bave been few confined mostly 
to issue of policy such as employment of Scheduled Cutes! 
Tribes, employment of ex-servicemen and dependents of 
those killed in action. The "directives" therefore consti-
tute mandat'Jry instructions issued speciftcally to each 
company or corporation. 

On the other hand. the Bureau of Public Enterprises as a C:J-

ordinating agency of the Government has been relaying general 
Instructions in the shape of guidelines to different enterprises. The 
guidelines issued by the Bureau of Public Enterprises arise out of 
decisions taken by the Government which have a general appli-
cability and which are relevant to the Central public sector. Some-
times such decisions are based on the recommendations of Admini-
strative Reforms Commission. Committees of Parliament, includ-
ing the Committee on Public Undertakings and such other bodies. 

The issue of instructions in the form of guidelines offers some~ 
amount of flexibility, in that while the basic principle contained in 
certain guidelines would have general applicability and compliance 
therewith would be mandatory, the applicability of the rest of the 
guidelines would be on a mutatis mutandis basis. The point men-
tioned above can be illUBtrated better with reference to the guide-
lines on settlement of disputes between one Government Depart-
ment and another and one Government Department and a Public 
Enterprise and one Public Enterprise and another contained in O.M. 
No. BPE/GL-OOl/76/MAN/2(llO)/75-BPE(GM. 1) dated 1-1-1976 
(Appendix XLIV). The basic decision contained in the circular is 
that all disputes should be rE'solved amicably by mutual consulta-
tion or through empowered agencies of the Government or through 
arbitration and recourse to litigation should be E'liminated. The 
basic decision has to be complied with by each enterprise. Never 
theless. the actual procedure for implementation would vary from 
entE'rprise to enterprise depending upon the situation. In such cases, 
it is preferable to issue guidelines rather than directives to enter-
prises. Also. issue of directives on an individual basis is a lengthy 
process. 

As explained above. compliance with guidelines has to be 
examined with reference to the situation. Knowing the background 
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in which guidelines are issued, it is for each enterprise to study 
~very guidelines and determine with reference to the prevailing 
situation, which elements thereof are to be complied with and where 
necessary seek clarifications ~rom the administrative Ministry or the 
Bureau of Public Enterprises. 

The role of the Bureau Jf Public Enterprises, as currently defined, 
is contained in O.M.Nos. 1239-SCDN/65 dated 5-4-1965 and F.20(21)1 
69-BPE/Adm. dated 10-9-1969 (Appendix XLV and Appendix XLVI) 
The task of reviewing and ensuring compliance with various cir-
culars, guidelines and. instructions issued, is a regulatory function, 
which the Bureau is not expected to undertake. These tasks belong 
.appropriately to the administrative Ministries and to some extent 
also audit. Moreover, investing the BPE with such powers of 
detailed review would involve a complete change in the character 
-of the organisation and would result in BPE taking on functions that 
have now been entrusted to other Departments, such as the Adminis-
trative Ministries, the Audit Board, the Comptroller and Auditor 
-General. The Bureau of Public Enterprises, however, is associated 
with monitoring and evaluation of progress of projects, implementa-
tion of plans and programmes in the public sector, and assisting the 
Administrative Ministries during the review meetings held by them. 

In the circumstances explained, we submit that review of imple-
mentation of guidelines is a matter that should be left to the Ad-
ministrative Ministries, and in cases of non-compliance. to the audit 
authorities for comment in Audit Reports, where necessary." 

lMinistry of Steel and Mines-Department of Mines O.M. No. 
54012(1)/76-Met. II dated 21-12-1976] 



CIIAP'.l'EB IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE COM-
MITTEE. 

BeeommeadatioD (S. No. 47, Paragraphs S.l38 tD'SolD)' 

The Committee find that the recovery of metal from Zinc Cathode' 
was 92.84 per cent, 92.41 per cent, 94,70 per cent, 93.05 per cent,. 
94.52 per cent. 91.97 per cent during. the years 1968-69, 1969-70, 
1970-71, 1971-72, 1972-73, 19'73-7. respectively as- against 95 per cent 
indicated by the consultants. -The value of shortfall calculated at. 
the selling price prevalent in the reapectlive years worked out at 
Rs. 36.4 lakhs. It has been stated that the low melting recovery 
was due to non-treatment of metallic droas on account of difticultiea; 
faced in the Melting Fumace. 

The Committee are informed that the Melting Furnace suffered: 
• break-down in 1969 which was in the· nature of .• an electrical' 
accident caused as a result of careless maintenance and inadequate-
fore-thought." The management is stated to have "coped with this, 
}:lreakdown in an efficient manner." The second major break-down' 
occurred in January, 1971 when certain ftlpa1rs were carried out to-
put back the furnace into working order although with a truncated 
capacity and this was what, it is stated •. could have been done under 
the circumstances." The furnace, however, broke down completely-
in February, 1973. One of the Directors of the Hindustan Zinc Ltd. 
who made a detailed and intensive study of the working of the-
furnace and related problems observed in his report (May 1973) that 
"although it would be difficult to pin-point the exact cause or causes 
of the breakdowns in 1971 and 1973 it is most likely that these' 
failures were caused by running the furnace without specified de-
mineralised water cooling system". 

The Committee regret to note that though the enquiry report of' 
the Director was given by the Ministry to the DGTD. no action bas; 
been taken by the Ministry/Undertaking in the light of the afore-
said report. The Committee are informed that the DGTD could 
not conduct the enquiries because of the higbly specialised nature 
of the work. The Committee fail to understand why the report 
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could not have been considered by the Management/Board and 
suitable action initiated. The C()Jnmittee would like that this aspect 
should be investigated and the Committee informed of the results. 
The Committee would also like to be informed of the action taken 
on the recommendations given in the Report. The Committee are 
informed that a "top engineer of Demag of Germany who has speci-
alised in furnaces" has since looked into the matter. The Committee 
recommend that the Ministry/Undertaking should without delay 
examine in depth the question of break-down of the old furnace in 
the light of. the findings in the Director's Report and the suggestions 
which might have been made by the German Engineer and take all 
possible measures to rectify the defects of the furnace, improve the 
standard of supervision and reorganise and tone up the management 
at all levels so as to ensure that not only the furnace is re-started 
at the earliest but is also maintained in good working condition. 

Reply of GoverDmellt 

The reference to the DGTD on the break-down of the melting 
furnace of Hindustan Zinc Ltd. has been looked into and it is seen 
that the enquiry report of the Director on the break-down of the 
furnace as such as not sent to the DGTO. The study of the break-
down of the furnace undertaken by the Director in April, 1973 wu 
at the instance of the management, based on the discusstona between 
the Chairman-cum-Managing Director, Hindustan Zinc Ltd. and the 
Director on 23-3-1973. 

2. Not being aware of the above, the Ministry requested the 
Director General, Technical Development on 5-4-1973 to depute one 
of· his officers to Udaipur to (i) look into the causes of the break-
down of the furnace and (ii) suggest the steps that could be taken 
for its quick repair. The DGTO desired detailed information on the 
furnace and sent a questionnaire. The required information was 
furnished on 14-5·1973 to the DGTD, who replied on 28-6-1973 that 
they had studied the details of the furnace and other related infor-
mation furnished by Hindustan Zinc Ltd. and found the furnace to 
be a very specialised one. Therefore, the DGTO felt that the need 
to associate one or two experts from the industry along with their 
officer to study the break-down of the furnace. 

3. In the meanwhile, the report of the Director oi Hindustan 
Zinc Ltd. on his study of the break-down of the melting furnace was 
available which had brought out inter-alio. the reasons for the break-
down. Action had also been taken to get a foreign expert to repair 
the melting furnace. Study of the break-down of the furnace by the 
DGTD was not then pursued as the purpose bad already been lel"Ved 
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by the report of the Director whiCh, inter alia, indicated the reason 
for the break-doWD of the furnace. 

4. The report of the Director of Hindustan Zinc Ltd. was ex-
amined in the Ministry and the Chairman-cum-Managing Director, 
Hindustan Zinc Ltd. addressed on 18-6-1973 to furnish his comments 
particularly on points like-re-organisation of the top management 
of the smelter, placement 0' a competent General Manager at the 
smelter and cutting .out dead-wood. The matter was considered by 
the Board of Hindustan Zinc Ltd. at its 53rd and 54th meeting held 
on 20-6-1973 and 28-8-1973. Based on the Board's deciSion, the follow-
ing action was taken by the company on the recommendations con-
tained in the report:-

(i) The senior technical and managerial personnel in the 
smelter were replaced. 

(ii) A more experienced MechaDlcal Engineer was posted in 
the smelter in place of previous Chief Engineer. 

(iii) A senior metallurgist was inducted in Decemb~r. 1973 
to head the smelter. 

(iv) The water cooling circulation pipes were replaced and 
demineralised water circulation system introduced. 

(v) For better and effective cooling, one more blower was in-
stalled parellel to the existing blower. 

5. The furnace ",as repaired by a foreign expert in October 1973 
but could not be operated successfully due to the quality of the indi-
genous ramming mass_ The Engineer of Demag mainly looked into 
the repairs which the furnace needed. The company has also stated 
that the relining of the furnace will be taken up immediately on 
receipt Of certain material (viz. Micanite sheets) which is being pro-
cured indigenously. The work is likely to take about three months 
after the receipt of the required material. 

(Ministry of Steel and Mines-Department of Mines OM No. 
54012(1) /76-Met- IT dated 28-1-1977) 

COlDDleDta of the CommIttee 

(Please see Paragraphs 8 to 11 of Chapter I of Report) 

BeeommeDutioD (S. No, 73, (Puagrapll 7.53) 

The Committee note that there has been a gradual increase in 
the cost of mining of are, production of concentrates, zinc ingou 
and refined lead except in the case of zinc ingots during 1974-75 
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when the cost was less than that in the previous year and in 1969-70 
and 1970-71. Though the study team of the Bureau of Public Enter-
prises had observed as far back as 1969 that the cost of raising and 
milling the ore was prim4-facie high and it was necessary for the 
HZL to carry out a special and detailed study of its mining costs 
so as to bring it down as early as possible, the Committee are sur-
prised to find that no such study has been carried out and the 
Management had felt that the observation of the Study Team was 
somewhat general in nature and the increase in cost had also been 
on account of the fall in the metal content of the are. The Com-
mittee cannot understand as to how without making any study, the 
Management came to conclusion that increase in cost was mainly 
due to fall in the metal content of the ore. 

Reply of Government 
Though no specific detailed study of the cost of raising and milling 

of ore was undertaken by the Hindustan Zinc Ltd. pursuant to the 
observations of the Bureau of Public Enterprises Study Team in 
their 1969' report, the reasons for the increase in costs of production, 
inter alia, of are and concentrate during the year 1973-74 w-a-via 
those in 1971-72 and 1972-73, were looked into and analysed in de-
tailed by the management in 1974. This revealed that:-

(i) The metal content in the are had been falling and the 
are to concentrate ratio of 13.59 in 1971-72 rose to 14.92 
in 1972-73 in stages and was controlled at 13.91 in 1973-74 
(the ore to concentrate ratio during 1966-67, 1967-68 and 
19'68-69 was approximately 10.5, 11.6 and 13 respectively); 

(ii) There had been substantial increases in salary and wages 
due to annual increments and increase in CLI (Cost of 
Living Index). In respect of are production, the wage 
bill had gone up to about 78 lakhs in 1973-74 from Rs. 42 
lakhs in 1971-72; and i 

(iii) The purchase prices of stores had gone up while the value 
of stores consumed during 1971-72 was Rs. 22 lakhs, thosp 
consumed in 1973-74 had gone upto Rs. 39 lakhs. 

(Ministry of Steel and Mines-Department of Mines OM No. 
54012(1) /76-Met.II dated 28-1-1977) 

Comments 01 the Committee 
(Please see Paragraphs 14 and 15 of Chapter I of Report). 

BecoDUDelldaticm (S. No. 95, Paragrapbs 18.17 to 11.1.) 

The Committee find that an Officer on Special Duty (Mines 
Development) was appoin~ during 1969-~O. It has 'been ~ted by 
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the Bureau of Public Enterprises that the Department of Mines 
sought his transfer from Hindustan Zinc Ltd. in October, 1971 on 
the ground that HZL would not be able to employ him usefully any 
longer. He was relieved of his duties in January, 1972, when he 
was on leave and the Ministry placed his services at the disposal 
of the Bureau of Public Enterprises for further posting. 

In the absence of any orders from the Bureau of Public Enter-
prises and at the suggestion of the Ministry, the officer was allowed 
to join, on the expiry of leave in February, 1972, the Delhi Office 
of HZL. 

The Committee are surprised to note that the said officer who 
was appointed ill 19011-70 on the basis of his qualifications and mining 
experience. could not be usefully employed from February, 1972 on-
wards and continued to be there without any work assigned to him 
and the undertaking had been incurring an expenditure of Rs. 3,700 
per month on the officer Le., Rs. 44,400 per annum from the afore-
said date. It has been stated by the Ministry that "it is not within 
the competence of HZL/Department of Mines to dispense with his 
services. because he belongs to the Industrial Management Pool. 
That cadre authority can reappoint him somewhere or dispense with 
his services, if the law permits it'·. The Bureau of Public Enter-
prises have, however, stated that the cadre authority has no authoris-
ed posts under its administrative control either in Government or 
in Public Sector Enterprises. The Public Sector Enterprises had 
earlier been delegated powers to make all appointments below the 
Board level and bel"w the level of General Managers of constituent 
units. Under the managerial persoDDeI policy announced in August, 
1974, further powers have been delegated and Government have 
retained the prerogative of appointments only at the Board's level. 
Government should have considered the question of placement of 
officers of the IMP, like the one in the present case in finalising the 
managerial personnel. policy for public undertakings and announc-
ing it in August, 1974. 

It has been added that efforts were, however, made to sponsor 
the officer concerned for posts in various Government companies! 
organisations. Unfortunately these efforts did not bear fruit. The 
Bureau have stated that it has since been decided that the officer 
might be acommodated for some time in the BPE against a post of 
Deputy 4IiYis~_ (froduction) and this would, be a temporary 
arrangement. '!'he Committee are surprised that it has not been 
poBIiltle for the Government to usefully employ the officer who was 
recruited en tilt bam of- high q~tioM and mining aperieaee 



157 

:in other nurung industries. The Committee fail to understand if 
'the officer's services had not been useful because of other reasons 
.vhy suitable action could not be taken against him under the Rules. 
The Committee recommend that the matter should be examined in 
-depth in order to review the entire procedure and authority of Gov-
ernment/Public Undertakings in regard to appointments and termi-
nation of services of officers when these are no longer required so 
~s to avoid recurrence of such cases. The Committee would like that 
the whole matter regarding the appointment of the officer as well as 
his continuance at the Delhi Officer of HZL without any work thereby 
-causing avoidable expenditure of about Rs. 1.B lakhs should be in-
vestigated and responsibility fixed and lessons learnt for future. The 
Committee would like to be informed of the action taken in the 
matter. 

Reply of Government 

The Ministry of Finance (BPE) who are the cadre authority for 
the Industrial Management Pool were requested to consider the 
-observations/recommendations of the Committee. The Bureau of 
Public Enterprises have stated as under:-

"The matter has been examined with reference to the existing 
'position in regard to the powers of Government and Public Under-
"takings in respect of appointments and termination of services of 
officers employed by them. In the Government rules provide for 
terminating the services of those whose integrity is questioned and 
whose performance is found to be poor. On all matters involving 
integrity, the Central Vigilance Commission have laid down detailed 
procedure for enquiry and penalties to deal with such cases, which 
are being followed. Similarly, there are rules for dealing with 
officers whose perforInance is found to be unsatisfactory. A review 
is undertaken to weed out dead \W)od when the Government Officers 
attain the age of 50 years and 55 years. It is felt that these rules 
which apply to Government servants whose integrity is questioned 
and whose perforInance is poor, are adequate. 

In the case of. employees of public enterprises whose integrity is 
questioned, the enterprises have framed rules, in consultation with 
the Central Vigilance Commission' to take appropriate action. The 
Central Vigilance Commission also assist the enterprises in such 
cases. The public enterprises are also empowered to terminate the 
services of its employees whose performance is found inadequate by 
giving suitable notice which is normally three months. These 
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powers of the public enterprises to deal with vigilance and dis-
ciplinary matters are found to be adequate. 

As explained to the Lok Sabha Secretariat vide this Ministry's' 
O.M. of even number dated 6-2-1976, this particular case has arisen 
due to the peculiar difficulties relating to the IMP where there are 
no authorised posts with the Cadre Authority, for the posting of Pool 
Officers. The new Managerial Personnel Policy and the proposals 
under consideration in regard to the future of the IMP will, no-
doubt, try to eliminate these difficulties arising in future. 

Government have already examined the circumstances which led 
to this particular case as stated in this Ministry's O.M. of even 
number dated 6-2-1976." 

2. The observations of the Committee will be kept in mind if 
such cases, particularly in regard to IMP officers, arise in future. 

[Ministry of Steel and Mines-Department of Mines O.M. No~ 
54012(1)/76-Met. n dated 27-11-1976} 

Commeats of the Committee 

(Please lee Paragraphs 22 and 23 of· Chapter I of Report), 



CHAPTER V 

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 
OF GOVERNMENT ARE STILL A WAITED 

Beeommendation (s. No. 22. Paragraphs 3 .• to 3.51) 

In the case of expansion of Zinc Smelter at Debari, the Com-
mittee find that the Project Report which was submitted to Govern-
ment in December, 1970. was approved by Government only in 
September, 1971 i.e. after a lapse of about 8 months. In spite of the 
fact that the project report was prepared by M/s. Krebs-
PenaIToya of France who provided technical collaboration for the-
original plant, the Management decided to draw two experts from 
M/s. Bipromet of Poland, who were the authors of the Project 
Report for the smelter at Visakhapatnam to examine the Debari 
Smelter to find out if the expansion of Debari Smelter could also 
be taken up by them after matching the existing technology of 
Debari with the technology of Bipromet. Taking into account the 
report of Polish experts, Lurgi experts and the Indian Cqnsultant 
(Engineers India Ltd.) in May, 1972, it was again decided to go back 
to M/s. Krebs to work as consultants and render engineering 
services for the expansion o~ Debari Smelter. The Committee fur-
ther note that although the offers of M/s Krebs and a draft agree-
ment with MIs. Lurgi of Frankfurt for the supply of Roaster tech-
nology were submitted to Government in August, 1972, their 
approval along with F.I.B. clearance for signing the agreement was 
received only in May, 1973 i.e. after a lapse of about 10 months. The 
project is now expected to be completed in July, 1976. 

In the case of new zinc smelter at Visakbapatnam the Commit-
tee find that though the Government sanction was received iQ. 
January, 1971, the Management decided' to wait till the receipt of 
the !lanction for the Debari expansion Project so as to process both 
the projects together so that they could keep the identity of know-
how etc. But as already stated there was a delay of about 8 months 
in sanctioning the Debari Project. Further delay in the letting up 
of the new smelter has been attributed to delay in finalising the 
agreement with the State Electricity Board for supply of Power. 
Government advised the Management not to commit any major 
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-expenditure on the Project till the electricity rates were finalised,. 
.after protracted negotiations lasting ior about two years the power 
contract WIUI finally signed only in January, 1973. The construction 
·~f the smelter is now expected to be completed by September, 1976. 

The Committee are informed that although a letter of intent 
was issued to Mis. Corninco Binami Jinc Ltd for the expansion of 
their Project in July, 1971, they have not so far been able to finaUse 
proposal for implementing the expansion and it was not yet clear 
whether the smelter would be expanded even during the Fifth Five 
~ear Plan. 

The Committee are informed that under the guidance of the 
Technical Adviser from Poland HZL prepared a Project Report for 
Tundoo expansion to 8000 tonnes per year in two phases. The first 
phase nising the production to 480 tonnes/month has already been 
implemented and the second phase raising the . capacity to 8000 
tonnes per annum is expected to be completed by March, 1976. 

The Committee recommend that delays in the processing and 
implementation of all the 4 projects mentioned above should be 
thoroughly investigated by an expert committee in order to pinpoint 
lapses, and fix responsibility for the huge loss suffered by HZL as 
a result of such delays. The expert Committee should inter diG 

.examine the following aspects in depth: 
(a) The justification for the delays on the part -of, Govern-

ment in sanctioning various schemes. 
(b) the justification for asking experts of M/s. Bipromet of 

Poland to examine the Deban Project when it was earlier 
decided to entrust the job to Mis. Krebs of Paris. 

(c) the justification for processing both the Projects at Visa-
khapatnam and Debari together and thereby delaying the 
work on the Visakhapatnam project by 8 months till the 
receiPt of sanction for the Debari: Project. 

(d) the justification for not proceeding with the Project at 
Visakhapatnam till the electricity rates with the State 
Electricity Board were finalised and the extent to which 
the delay in ftnaliBing the agreement could have beerl 
aVOided. 

(e) The reason for delay in the expansion of the Al.aye 
Zinc Smelter in the private sector. 

(f) the justification for entrusting the Project Report for the 
second phase of modernisation of the lead smelter at 
~undoo to Engineers India Ltd. 
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The Committee would like the investigation to be completed 
within Iix months of the presentation of the Report and they in-
formed about the result 0' such investigation. 

Reply of Government 

The matter has been referred to an Expert Committee constituted 
by the Government vide Memorandum No. 54012 (7) /76-Met-II 
dated 12-11-1976 (Appendix III). The results of the inquiry/investi-

. gation by the Expert Committee, will be submitted to the Com-
mittee soon after the same are received. 

[Ministry of Steel and Mines-Department of Mines OM No. 
54012(I)/76-Met. II dated 8-12-76] 

Further information callft for by the Committee 

In regard to the above recommendation, it has been stated that 
the matter has been referred to an Expert Committee constituted hy 
the Government. Please state-

(a) When was the Committee required to submit the Report. 

(b) Has the Report been submitted by the due date? If not, 
what are the reasons for the same? 

(c) When is the Report likely to be submitted? 

(d) In case the Report has been submitted by the Committee, 
please furnish a copy thereof. 

(e) What action has been taken by Government/Hindustan 
Zinc Ltd. on the Report submitted by the Committee? 

Purtber KepI)' of ~ 

<a) to (e). The Committee was to submit its Report within a 
period of six months i.e. the 11th May, 1977. 

However, in view of the heavy work load involved in examin-
ing in depth the voluminous data and materia~ on the pOints for 
examination and also because the Member-Secretary of the Com-
mittee had to be away for about 4 weeks abroad for a United 
Nations Training course, the Chainnan of the Committee has re-
quested that the time limit for submission o~ the report be extended 
uptQ 31-7-lm. . 
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Further information called for by the Committee 

Has the Report of the Expert Committee been examined by the-
Ministry? If so, what action has been taken thereon? 

Further Reply of Government 

The Report of the Expert Commi.ttee constituted by the Gove~ 
ment vide Memc.Tandum No. 54012(73)/76-Met.1I dated 12-11-1976, 
has been examined. As regards recommendations/conclusions/obser-
vations of the Expert Committee in respect of recommendation 
Nos. 22 and 31 of the Committee on Public Undertakings~ 

the Expert Committee has been requested to examine the matter 
further and fix the responsibility for the lapses identified in their 
report. . : ' .' ~ I 

,-",....-,_....I..J_I_I~ 

eommeDta of the Committee 

(Please see Paragraph 26 of Chapter I of Report) 

BecommeDdation (S. No. 31 Paracraphs U1 to U5) 

The Commi.ttee regret to note that the contract for Balaria Shaft 
Sinking and Mochi.Blaria interconnecting device was awarded to 
M/s. Cementation Co. Ltd., for Rs. 46 lakhs with the approval of 
Government on a negotiated basis without invitation of tenders even 
before a detailed estimate for the work was prepared and approved. 
Though the contract envisaged that a programme for completion of 
work would be appended to it aDd that performance bond for 
RB. 4.68 lakhs would be furnished by the contractor within 15 days 
of signing the contract, neither was any such programme for com-
pletion of work drawn up and attached to the contract nor was the-
performance and obtained from the contractor. The Committee are 
surprised to note that even the estimated quantities of materials to 
be supplied to contractor were not worked out though rates for sup--
plies were stipulated in the contract with the results that there was 
no yardsUck against which actual consumption of materials could be-
watched. The Committee are informed that detailed estimates were 
available. The Committee see no reason why if, as stated, the esti-
mates 'ftI'e there, they were not available for aerutiny by Audit. 



The Committee are informed that due to non-arrival of equipment 
in time, shortage of explosives, heavy power cuts anad unprecedent-
·ed rains, no programme could be drawn up. In the opi.nion of the 
Committee, these reasons are not convincing. The Committee are 
of the view that a definite programme for completion should have 
been prepared and stipulated in the contract before it was signed. 
In regard to performance bond, while on the one hand the manag(. 
ment stated in April, 1975 that a performance bond for such work was 
not necessary, on the other hand it was stated that performance gua-
rantee given by the contractor which was valid up to 30-6-72 was 
returned to the contractor and a fresh guarantee was not i.nsisted 
upon in view of the reportedly satisfactory progress and certain old 
claims of contractor pending with HZL. The Committee are at a 
loss to understand the conflicting statements made by the Manage-
ment. ' 

The Committee regret to note that, while the Management went 
to the extent of dispensing with the normal procedure for award 
of contract to Mis. Cementation & Co., in order to speed up the work, 
there was delay on the part of the Undertaking itself i.n supplying 
various services and materials to the Cementations. Consequently, 
not only was the purpose of warding contract on negotiation, as 
·claimed by Management, defeated, as the completion of the work 
get delayed but the Undertaking had also to pay an additional sum of 
Rs. 1 lakh to the contractor on account of labour rendered idle. 

The Committee note that one of the reasons for awardi.ng Balaria 
·Shaft Sinking and MochireBalaria inter-connecting drivage work to 
Mis. Cementation Company on the basis of negotiations without in-
viting tenders was to do this job with speed. The Committee how-
ever, find that, while the Cementations were expected to do 150-200 
metres per month in Indian conditions though they are stated to have 
attained a world record of 300 metres, they could attain only 104: 
metres in a month. Viewing the actual achievement of the Cemen-
1ations against the minimum of 150 metres per month expected of 
them and also the reported achievement of 100 metres a month by 
the Undertaking itself the Committee wonder whether the purpose 
behind the award of contract to the Cementations without call ot 
tenders was fully realised. The Committee find that this project 
was completed in September, 1974 against the scheduled date of 
January, 1974 and as there was delay on the part of the Undertaking 
in supplying variOWI services and material in terms of the contract, 
the penalty claWle could be invoked. 
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The Committee recommend that the entire matter regardine the-
award of the contract to Mis. Cementation and Company (i) without 
invitation of tenders, (il) without detailed estimate for the work 
being prepared and approved, (iii) not enforcing the condition r~ 
garding performaace bond, (iv) not stipulating any detailed pro-
eramme at completion of work and (v) not fixing suitable norms for 
the coD8WDption of materials, and also delay in supply of services and 
materials to the contractor and justification for the extra expenditure 
of RI. 3 lakhs should be investigated. The Committee would like 
to be informed of the result of the investigation. 

Reply of Govenmleut 

The matter has been referred to an Expert Committee constitut-
ed by the Government vide Memorandum No. 54012 (73) j76-Met.n 
dated 12-11-1976 (Appendix II). The results of the inquiry/investiga-
tion by the Expert Committee, will be submitted to the Committee 
800D after the lI8Dle 8l'e received. 

[MInistry of Steel and Mines-Department of Mines OM No. 
54012(1)/7e-Met. II dated 8-12-76J 

I'urtIaer iafonIMiea called to. Ity die eMllmit_ 
In rep1'd to the above recommendation, it has been stated that 

the matter hu been referred t.o an Expert Committee conmtuted by 
the Government. Please state-

(a) When was the Committee required to submit the Report?" 

(b) Haa the Beport been submitteq by the due date? If not, 
what are the reason for the same? 

(e) When is the report likely to be subInitted? 

(d) In case the Report has been submitted by the Committeer 

please furnish a copy thereof. 

(e) What .etion has been taken by Govermnent/Hindustan 
Zinc Ltd. on the Report submitted by the Committee? 

Further Reply of Govemmeot 

(a) to (e). The Committee was to submit its Report within a 
period of siz months i.e. by the 11th May, 1977. 

However, in view of the heavy work load involved in examining 
in depth the voluminous data and mateli.al OD the pointe for examin-
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ation and also because the Member-Secretary of the Committee had 
to be away for about 4 weeks abroad for a United Nations Training 
course, the Chairman of the CoIDDlittee has requested that the time 
limit for submission of the report be extended upto 31-7-11177. 

Further iDformation called for by the Cemmittee 

Has the Report of the Expert Committee been examined by the 
ldinistry? U so, what action has been taken thereon? 

li'artIIer Reply 01 GoveJ'l!lDdt 

The Report of the Expert Committee constituted by the Govern-
ment vide Memorandum No. 54012 (73) j76-Met.I1 dated 12-11-1976, 
has been examined. As regards recommendations/conclusions/ob-
servations of the Expert Committee in respect of recommendation 
NOB. 22 and 31 of the Committee on Public Undertaldngs, the Expert 
Committee has been requested to examine the matter further and 
fix the responsibility for the lapses identified in their report. 

(please see Paragraph 26 of Chapter I of Report) 

NEW DI:Lm; 
)fAre" 21, 19'19 

=-::--=::-Ph41guM 30, 1900 (S). 

JYOTIRMOY BOSU, 
ChairmAn, 

C~e on Public Undert4kiftgL. 



APPENDIX I 

(vide reply to Recommendation at S. No.5, page 13) 

Copy of Ministry of Steel and Mines letter No. 54012(18)$76-Met. II 
d4ted 6-9-1976 sent to the undertakings concerned reo processing of 
revised cost estim4tes of Projects. 

To 

1. Shri R. P. Kapur, Chairman-cum-Managing Director, Hin-
dustan Zinc Limited, Udaipur. 

2. Shri D. K. Dhaon, Chairman-cum-Managing Director, Hin-
dustan Copper Limited, Calcutta. 

3. Shri A. N. Banerjee, Chairman-cum-Managing \Director, 
Bharat Aluminium Company, New Delhi. 

4. Shri K. S. Mahapatra, Chairman-cum-Managing Director, 
Mineral Exploration Corporation, Nagpur. 

5. Shri P. D. Gupta, Chairmal:e':U1Y.-Managing Director, Bharat 
Gold Mines Ltd., Oorgaum, Karnataka. 

SUR: -Processing of revised cost estim4tes of projectl . 
. Sir, 

I am di.rected to say that the procedure for scrutiny of investment 
proposals of public sector undertakings in respect of projects costing 
more than Rs. 1 crore is outlined in Ministry of Finance (Department 
of Expenditure) 0.14. No. 26(6)/PF-II/70, dated 30-9-72. (Annexure). 
These instruetions also cover cases of revision of cost estimates be-
yond 20 per cent of the approved CO~. oy the Public !Investment 
Board. 

2. Instance have come to the notice of the Government where there 
have been inordinate delays in bringing the revised cost estimates 
before the appropriate authority and getting its approval in time. 
Needless to say that financial propriety requires that increase in cost 

. estimates are brought to the notice of the Board or the other autho-
rity ooncerned as soon as excesses are noticed or anticipated or 
change in seope is envisaged and the approval of the appropriate 
.authority obtained without loss of time. 

166 
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3. Attention in th's connection is also invited to PBE's No. 
~(1)Fj67 dated 22-9-67 (copy enclosed) wherein it has been stated 
that it shall be particular:y the responsibility of the Controller of 
Finance &. Accounts/Financial Adviser of the undertaking (which 
;term would include the Director Finance) to bring to the notice of 
the Chief Executive all variations in the estimates for obtaining the 
.approval of the competent authority including the Government of 
India. Thereafter, it shall be the responsibi.lity of the Chief Execu-
tive of the undertaking to obtain the approval of the competent 
.authority. ' 

4. It is requested that the above instructions regarding approval 
for increase in project costs/change in scope of projects may please 
he complied with strictly. 

5. This Issues with the Concurrence of the Integrated Finan('ial 
Adviser. 

The receipt of this letter may please be acknowledged. 
Your faithfully, 

Sd/-
(M. S. BHATNAGAR) 

Deputy Secretary to the Gom. of India. 
Copy to: Metals I/I1I/IV and Mines I Sections. 

It has been decided that:-
(i) cases of revision of cost estimates of projects within the 

ceiling of 20 per cent (which need not go to the PIB) 
should be processed in the same manner as outlined in 
O.M. dated 30-9-72 referred to above, mutatis mutandis. 

(ii) Details of cases where project costs exceeding the approv-
ed level should be brought to the notice of the Finance 
Branch/Additional Secretary and included for discussion 
in the Quarterly Progress Review meetings in case the 
approval is delayed. 

(iii) In the event of delay in submission of revised cost esti-
mates, whenever the approved ceilings are likely to be 
exceeded, requestt for release of funds from tbe concern-
ed undertaking should ordinarily be refused so that the 
matter is brought before the Board by the undertaking. 

'(iv) The revised estimates, when received from the under-
takings, should be proce81ed by the Administrative sections 
wi.tbfD • period (jf l' da,. and referred to Finance Branch. 

Scl/-
(M. S. BHATNAGAR) 

Deputy Secretary to the Gotn. of India. 



ANNEXURE TO APPENDIX 1 

Copy of MiniatTy of FiNmCe, Department of ExpendituTe O.M . ... ~ 
28(6)tpF-nf7o dated 30-9-1972,' 

OFFICE MEMORANDUM 

St1B.JECT:-Public InveBtment BOfITd,' 

The current procedure of scrutinising proposals for investmeol _ 
the public sector is governed by circulars issued by the M'~ 
of Finance (Plan Finance D~vision and the Bureau of Public EntI!F-
prises) during 1967 and 1968. This procedure distinguished' tIIn!e. 
stages of investment scrutiny, viz., project formulation, feasilliBlJr 
study and detailed project report. In the Ministry of Finance ~. 
F~ancial Adviser is the focal point for receipt of Feasibility R~ 
(FR) and Detailed Project Reports (DPR) and for consolidatmc 
the views of the Ministry of Finance On the investment proposaL 
Thereafter a series of meetings take place at different levels in de· 
administrative Ministry, the Ministry of Fi.nance. Planning CCJIII1Dis--· 
sion, etc., to discuss and process these investment pmpoATs. 

2. This procedure was carefully re-examined some time back ..... 
the following important short-comings -were noticed:':"" 

(a) Too many meetings at different levels and at di.ff1!!l'Blllt 
places tende<i to delay the investment scrutiny; 

(b) The basic and broader issues which tended to get mi~' 
up with the less important ones cou'd not get isolated ..... 
brought up in clear focus to high decision making Iewk-
adequately early in the process of investment decision; 

(c) There was no fixed and ident;ftable high level forum fir 
investment decision. 

With a view to removing these shor'.':omings, the Central ~ 
ernment have decided to set up a Public Investment Board, subjalr-
to what has been stated in para below the functiOns of this ~ 
will be as folloWl:-

, 
\ . 

(a) Examination of the broad contours of in investment prD-
poal in the project formalltiaa aiqe'. hUed· im whiefJ ... 
decisiOn tQ. prepare the YeasibiUty R"eport would be taa.;.: 



(b) Taking investment de.-:ision on proposals for Public invest-
ment to produce goods and to provide services; 

(c) Consideration of proposals for revis::.on of cost estimates 
which exceed those approved at the time of investment 
decision. 

3. All proposals for public investment in public sector corpora-
tions/undertakings involving an amount of Rs. 1 crore and above 
should be referred to the Board. Proposals on behalf of departmental 
undertakings which are now referred to the Expenditure F:.nance 
Committee should hereafter be referred to the Board if the invest-
ment is of Rs. I crore and above. The proposal below Rs. 1 crore 
wil: continue to be referred to the Expenditure Finance Committee 
(E~'C) . Investment proposals in the jOint sector involving direct 
Government capital investment (exclu~Eng that of pubHc financial 
institutions) of Rs. 1 crore and above should also be referred to the 
Board. Proposals in which the investment involved is less than Rs. 1 
crore will continue to be processed as per current practice. Invest-
ment proposals of the M n'.stry of Railways, Ministry of Defence, 
Department of Atomic Energy. Space and Electronics will be outside 
the purview of the Plan Investment Board. Approval of statutory 
authoritles wherever prescribed or necessary would be obtained 
by the administrative Ministry concerned on the decision of the 
Board. It should normally not be necessary to seek dire;:t approval 
"'in pr:.nc:p~e" of the Cabinet for an investment proposal without 
referring it to the Public Investment Board. 

4. The compoaition of the Public Investment Board would be as: 
follows:-

Secretary (E), Ministry of Finance 
Secretary (EAD). Ministry of Finance 
Secretary, Planning Comm;ss::.on 
Secretary, Industrial Development 
Secretary to the Prime Min;ster, (Dr. P. N. Dhar) 
Secretary of the administrative Ministry concerned 

with the public investment proposal 

Additional SecretllTy and Director Geaeral, Bureau 

Chairman 
Member-
Member-
Member 
Member. 

Member 

of Public Enterprises w:"'l be a pennanent invitee. 

S. The Board would be serviced by. theipresent Plan Finance Winl'r 
Department of Expenditure, Miniatry of Finance which will here:-
after be known as Plan Finance and Project Appraisal Wing. The' 
Boa~ would meet peri~ly and may issue such instructions _ 
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:may be necessary for the effe;:tive discharge of its functions. With 
the constitution of the Board and with the procedure prescribed, 
;there should be no need hereafter for prolonged correspondence and 
for too many internal and interministerial meet:iigs at dfIerent 
levels. 

6. There are three distinct stages through which a project idea 
-travels before a public investment takes place. These are projects 
formulation, feasibility study and detailed project report. Invest-
ment proposals in the first two stages only should be referred to the 
PubEc Investment Board for a decision. The third stage viz., the 
examination and clearanCe of the Detailed Project Report and all re-
lated mlbstantive expenditure sanctions would continue to be handled 
as at present by Financial Advisers in consultation with the Minis-
·tries concerned. However, if a Deta:.]ed Project Report or any other 
.revis:on throws up a cost estimate which exceeds by more than 20 
-per cent the amount approved at the stage of investment dec'sion 
by the Board, the matter should be referred to the Board again. 

7. It will be desirable to keep these three stages distinct and se· 
·parate. In any case, the stages of Feasibility Report and Deta:.led 
Project Report should not be telescoped. Without a clear prior 
investment decision, a Detailed Project Report should not be pr • 
'pared which invo~ve expenditure of considerable time and funds 
:and which goes into details such as engi.neering designs. drawings, 
-construction data etc. Expenditure should no~ also be undertaken 
<Dn preliminaries such as land acquirotion, Railway Lines and stdings, 
-site preparatioon etc., prior to investment decision. At the project 
formulation stage a preliminary and broad consideration is given to 
·the question of priority and to the position of the investment proposal 
in the context of the Annual and Five Year Plans. Th'.s stage is 
usually relevant we'l before preparation of Annual/Five Year Plam 

"by the administrative ministry concerned with the public sector in-
vestment or when investments not already provided in· the plan 
·.are proposed from time to t:.me. The admin;strative ministry should 
-very closely associate the Planning Commiss;on at this stage. It i'l 
~lso necessary durin I( this sta~e to associate the Plan Finance and 
"Project Appraisal Wlng, and where foreign-exchang'e implication is 
-serious, the Department of Economic Affairs also. After such con-
1!Ultation a report should be drawn up, incorporating the Views of 
the concerned agencies where differences exist, b:v the administrative 
-mini-stry, for submission to the Public Investment Board through the 
"PllD Finance and Project Appraisal Wing. A FeasibUity Report 
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should be prepared if the Board, after considerine the report, directa 
50. 

8. In the second stage after preparation of the Feasibility Report 
sufficient copies thereof should be sent by the administrat~ve minis-
try a:ongwith a Note containing their views and recommendations 
to the concerned Financial Adviser in the Department of Expendi-
ture. He will immediately forward for comments copies of the Re-
port to the Planni.ng Commission, Bureau of Public Enterprises, Plan 
Finance and Project Appraisal Wing in the Department of Expendi-
ture and to the Department of Economic Affairs and any other 
agency, deemed necessary considering the contents of the Feasibility 
Report. Such comments should relate largely to the broader issues 
which require consideration at a high level at the beginning itseIL 
Examples of such issues are: - . 

(a) The contribution of the project to the economic and social 
objectives and ad~erence to concerned policies of Gov"'-
ernment; 

(b) The advisability of undertaking the project in the public 
sector, in the joint sector or leaving it to the private 
sector; 

(c) Availability of Plan Funds, desirability of diversion oC 
Plan funds to the new projects from those already on 
hand; 

(d) The plant capaci.ty and the timing of the investment in 
the light of supply and demand balance including export: 
possibilities of the product/service to be provided; 

(e) The economic benefits of the project as distinct from fin:-
ancial returns; 

(f) Crucial assumptions in the Feasibili.ty Repori; which are" 
likely to effect the performance of the commissioned pro--
ject in relation to the claims made thereon in the FeasI-
bility Report; 

(g) Major technological and constructional aspects which may' 
have a bearing on the investment deciSion. 

9. The Financial Adviser will arrange to obtain the comments" 
expeditiously, consult the administrative ministry concerned if ne-
cessary and prepare a report suitably incorporating the comments; 
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.,fdifferent :exami.ning agencies and further views of the adminis-
trative ministry, if any. The number of internal and inter-ministerial 

JIIleetings and consultations should be kept to the minimum with a 
view to cutting down the t1me taken in preparing the Financial Ad-
viser's report. This report alongwith the Note, if any, from the 
Administ>."ative Ministry, will be forwarded to the Plan Finance and 
Project Appraisal Wing by the Financial Adviser. The latter will 
prepare a final appraisal report for the consideration of the Invest-

ment Board'bringing out the essential points of and enclosing the Notes 
of the Administrative Ministry, of the Financial Adviser and of the 
Froject Appraisal agency of the Planning Commission, if any. This 
:final appraisal report would examine in detail the financial and eco-
'nomic featur~s of the proposed investment, of the assumptions made 
'relating to production, prices etc. The decision of the Board on this 
:appraisal wou!d be either to go ahead with the investment or to drop 
it or to modify it. Following an affirmative investment decisi-on, 
the Financial Adviser will give specific financial sanctions for essen-
1ial preliminaries of project executi.on which will not depend to any 
lIerious extent on the Detailed Project Report to be prepared sub-
1Iequently. Such sanctions will be preceded by a quick examination 
<If such details of the project as the Financial Advisers may de~m 
necessary and that did not figure in the deliberations of the Board. 

10. It wiJl be the responsibility of Plan Finance and Project Ap-
'Praisal Wing, besides furntshing its comme!1ts on the Feasibility Re-
port to the Financial Adviser to:-

(8) Keep in !.ouch with the Financial Advisers to ensure that 
Feasibility Reports are examined expeditiously; 

(b) get the meetings of the Board convened as frequently as 
may be necessary; 

(c) prepare the final appraisal report convening the main 
issues arising out of the comments referred to earlier and 
place it before the Board. 

11. Normally, a Feasibility Report should be brought up before the 
Bo :lrd alongwith the appraisal report within a period of three months 
(If the rece~pt of the Report. Project proposals not ready for dp.ci-
sion of the Board within three months of their receipt should be 
'Periodically brought to the notice of the Chairman of the Board by 
the Project Appraisal Wing. 
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12. It is, however, the responsibility of the administrative ministry 
-to ensure that Feasibility Reports contain all essential data, present-
iDg meaniongful alternatives with adequate analysis for choice and 
1.IIat they are sent for scrutiny in the Ministry of Finance well in 
time so that haste in scrutiny vifating its usefulness is avoided. 

13. 'The appraisal report to the considered by the Board will be 
·cin:nlated to the members of the Board at least a week ahead of the 
_ting and should be sent to the administrative mini:stry at least 
OIl fortnight ahead of the meet:ng. This is to enable the administrative 
.Ministry to be fully prepared to clarify the questions !ikely to be 
~d by the Board. 

14. This office Memorandum supersedes the circulars· hitherto 
i5aed on the subject of scrutiny of Feasibility Reports, noted below, 
-am! modifies the relevant portions of the minutes of the meeting 
'drculated vide Department of Expenditure note No, F.3(3)-E 
'.{Coord)/71 dated the 30th July, 1971. 

Sd/-
(M, R. YARD!) 

Secretary (Expenditure). 

Copy of BPE No. 9(I)FI67 dated 22nd September, 1967 

:Delegation of powers to the Board of Directors to inC'lll" capital 
expenditure 

In Ministry of Commerce and 'Industry's letter No. Pro Cl(I)/ 
... dated 16th May 1962, certain financial powers were delegated 
to the Board of Directors of Central Government Undertakings 
.... sanction capital expenditure within specified limits. The said 

<Zin:olar clearly stipulates that in the case of variations in the 
~roved estimates in excess of 10% of any particular component 
-p;ut, a further sanction of the Government of India for the increased 
::aoount would be necessary. 

2. Recently a case has been brought to the notice of the Govern-
~t where the increase in the different components of the sanc-

••. D.O. No. 3213-5(IPFl/67 dat<'d 5th August, '967 from Shri P. Govindan Nair 
addrcss<-d to Secretari'" , Central Economic Mini5l"t, 

1. O.M. No. 2(75l/68-BPE (GM) dat<'d .3d April, 'g68 from BPE addreu<'d to all Mini .. 
tri",/Departmm b!. -

3· No. 2400-PF-II/68 dated· the 28th August, '!)68. 
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tioned estimate was in excess of 10% which required Government's: 
approval before the expenditure could be incurred but no such 
prior sanction was in fact taken, although both the Managing 
Director and Controller of Finance or Accounts were aware of 
this circular and the continuing expenditure. To avoid the recur-
rence of such cases in future, all undertakings are informed that 
the instructions contained in _he cirC'Uiar letter of 16th May, 1962' 
should be strictly adhered to in future. It shall be particularly the 
responsibility of the Controller of Finance and Accounts I Financial 
Adviser of the Undertakings to bring to the notice of the Chief 
Executive (Chairman, Managing Director, General Manager, as the 
case may be) all variation in the estimates for obtaining the approcaI 
of the competent authority including the Government of India in 
terms of the circular of 16th MaY,1962. Thereafter, it shall be the 
reponsibility of the Chief Executive of the Undertaking to obtain 
the approval of the competent authority. 

3. The Ministry of Industry are requested to bring the contents of 
this Oft\ce Memorandum to the notice of all publiC' sector undertak-
ings under their administrative control for compliance. 



APPENDIX n 
(Vide reply to Recommendation at S. No.8, page 16) 

Copy cf Ministry of Steel & Mines Memo No. 54012(73) 176-Met. Ir 
dated 12-11-76 reo constitution of an Expert Committee 

MEMORANDUM 

SUB: Constitution of an Expert Committee regarding certain 
matters concerning Hindustan Zinc Ltd.. 

The undersigned is directed to say that Government have decided 
to constitute an Expert Committee to examine certain matters 
arising from the 88th Report of the Committee on Public Under-
takings (1975-7&-Fifth Lok Sabha), consisting of the following:-

S'hri P. K. Kaul, 
Additkmal Secretary, 
Ministry of Commerce, 
New Delhi. 

Shri R. B. Patnaik, OSD, 
SAIL, New Delhi. 

Shri V. V. S. R. Hanumantha Wao, 
O.SD., 
Planning Commissions, 
New Delhi. 

Shri A. K. Roy Chowdhury, 
Deputy Adviser (Finance), 
Bureau of Public Enterprises, 
Ministry of Finance, New Delhi. 

Shri H. N. Subramanian. 
Supdtg. Ore Dressing, 
Indian Bureau of Mines, 

Nagpur. 

Chairman-

Member' 

Member-

Member-

Member 



'S'hri C, p, S, Nair, 
Deputy Secretary, 
Department of Mines, 
New Delhi. 

1-,6 

Member Secy. 

2. In the light of observations and recommendations contained 
.In the relevant paras cited below of Report of the Committee on 
Public Undertakings: (197!)"76 Fifth Lok Sabha) , the Committee 
will-

'(A) ,Development of Mines 

(1) examine whether the delay in mine development which 
was stated to have been due to the delay in the benefi-
ciation plant, could have been avoided (paras 2.75 and 
2. 76 Of Report); 

(2) determine to what extent import of zinc concentrates 
necessitated during 1969-70 to 1972-73 could have been 
avoided, or reduced, by HZL by rectifying the lacunae 
in regard to synchronisation of its different activities 
relating to the mining, milling and smelting capacities 
while modifying and implementing the integrated scheme 
(of the M.C'!.) (paras 2.88 to 2.90 ibid); and 

(3) examine whether the short-term meuures recommended 
by the Study Team (of the BPE) in 1969, to raise the 
production of concentrates so as to reduce dependence 
on impor Led concentrates, were put into operation by 
the HZL or whether there was any lapse on the part of any 
individual (s). (paras 2.91 and 2.92 ibid) . 

• m) S,haft Sinking 

(4) investigate the reasons for the delay in completion of 
the work of shaft. sinking at Central Mochia Mine and 
the extent to which each o:f the factors, contritruting to 
the delay. could have been avoided with proper planning 
and foresight (paTa 2.31 ibid); and 

(5) investigate the entire matter regarding award of cont-
ract to Mis, Cementation & Co, for Balaria Shaft sinking 
and Mochia-Balaria inter-connecting driveage without 
invitation of tenders, detailed estimate for the work 
being prepared and approved; enforcing the condi:tion 
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regarding performance bond, stipulating any detailed 
programme for completion of work and fixing suitable 
norms for the consumption of materials; and also the de-
lay in supply of services and materials to the contractor 
and justification for the extra expenditure. (Paras 4.41-4.45 
ibid) . 

(C) Erection of Ball Mill 

(6) Investigate the entire matter regarding award of the 
contract for the 2,000 tonnes per day Ball Mill at Central 
Mochia, and the delays on the part of the administrative 
MinistrylHZL in taking a final decision about the setting 
up of the Mill, i'n order to pin-point lapses, if any, and fix 
responsibility therefor (paras 258 and 2.59 ibid) 

(1) examine whether it would not have been better to launch 
a Short-term Scheme for the development of the mill 
capacity to 1,000 tonnes (in the first instance) and 
whether it wO'"Llld not have been advisable to award the 
contract on the basis of the tenders originally received, 
instead of calling fresh tenders (para 2.60 ibid); and 

(8) investigate the further delay in the erection of thp. Bene-
ficiation plant due to non-availability of essential items 
like steel, in order to ascertain the extent to which delays 
could have been avoided with proper planning and 
foresight (paras 2.66 to 2.68 ibid) 

(D) Smelter 

Investigate the delays in the processing and implementation 
of-

(a) expansion of the Debari Zinc Smelter, 

(b) establishment of new smelter at Visakbapatnam, 

(c) modernisation of the Tundoo Lead Smelter, and 

(d) expansion of the Zinc Smelter in the private sector at 
Alwaye 

in order to pin-point lapses, if any, c.nd fix responsibility 
for the losses suffered. The justification should, inter 
alia, be examined in depth regarding 



178 
(i) delays, on the part of Government, in sanctionin~ 

these various schemes; 

(ii) asking experts of Mis. Bipromet of Poland to ex-
amine the Debari Smelter Project when it was ear-
lier decided to entrust the job to Mis Krebs of 
Paris; 

(iii) processing bo;h the SmeHer Projects (at Visakha-
patnam, and Debari) together and thereby delaying 
Ute work on the Visakhapatnam Project by eight 
months till the receipt of sanction for the Debari 
Project; 

(iv) not proceed~ng with the Smelter Project at Visakha-
patnam till the electricity rates with the State 
Electricity Board were finalised (and the extent to 
which the delay in finalising the agreement could 
have been avoided) 

(v) delay in the expansion of the Alwaye Zinc Smelter 
(in the private sector); and 

(vi) entrusting the Project Report for the secowl phase of 
modernisation of the Lead Smelter (at Tundoo) to 
Engineers India Ltd. (paTCJ& 3.49-3.51 & 3.56-3.58 
ibid) 

(E) General 

Any other l&1atter, arising Cftlt of the Committee's examination 
of the abovementioned matters, which in the opinion of the 
Commitiee needs to be looked into in order to make their 
report on the above-mentioned matters. 

3. The Committee may devise its own procedure for working 
and may call for such information, and take such evidence as the 
Commiitee consider necessary. The Department of MineslHZL will 
furnish such information, and render such assistance, as may be 
reqUired by the Committee. 

4. The Committee will submit iis R."ort as early as possible 
wi~hin a period of six months. 

(M. S. BHATNAGAR) 
Deputy Secretary to the Government CYf India. 
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The Chairman and Members of the Committee 

(with a copy of the Report). 

Copy forwarded for information to: 

(i) The Ministry of Commerce with reference to D. O. letter 
No. 761CMIPi3 dated 12-10-76 from the Minister of Com-
merce, New Delhi 

(ii) The Bureau of Public Enterprises, New Delhi, with 
reference to OM No. A-190111 1 170-Adm. dated 4110!76. 

(iii) The Planning Commission, New Delhi, wi.h reference to 
DO. letter No. I&M-24 (13) 176 dated 9-10-76 from Shri M. 
Satyapal, A,dviser (I&M). 

(iv) The Deptt. of Steel (Shri S. D. Prasad, Add!. Secy.) in 
continuation of M.O. No. 54012 (73) Met II 176 dated 25-10-76. 

(v) The Indian Bureau of Mines (Shri D. N. Bhargava, 
Controller) Nagapur, in continuation of endt. No. 54012 

(73) Met.-III76 dated 25-10-76. 

(vi) Shri R. P Kapur, Chairman-cum-Managing Director, 
Hindustan Zinc Ltd., with the request that the relevant 
records may be made available to the Committee and all 
possible assistance provided to it. A Senior Officer of 
the Company may be designated to liaison wHh the Com-
mittee and his name communicated to the Chairman 1 
Member-Secretary under intimation to this Department. 

Copy to:-

(M. s. BHATNAGAR) 
Deputy Secy. to the Govt. of India. 

(i) S. A to Minister (S&M) 

(ii) Addl. Secretary. 

(iii) J. S. (M) 



APPENDlXm 

(Vide further reply to Recommendation at S. No.8, page 18) 

Copy of Ministry of Steel and Mines letter No. 54012 (35) I 76-Met-II,.. 
d4ted 6-12-1978 sent to Hindustan Zinc Ltd., re-delay in completion 
of work in Central Mochia Mines. 

To 

Sir, 

The Chairman-cum-Managing Director, 
Hindustan Zinc Limited, 
UJ!aipur. 

SUB: Recommendation No. 8 of the Commi!1tee on Public 
Undertakings (1975-76) (Fifth Lok Sabha) in its 88th 
Report on Hindugtan Zinc Ltd. Reasons fOT delay in the 
completion of work of shaf~ sinking in Central Mochia 
Mines. 

I am directed to say that as recommended by the Committee on 
Public Undertakings (1975-76) (Fifth Lok Sabha) in its 88th Report 
on Hindustan Zin<. Ltd.-vide recommendation No. 8---the Expert 
Committee constituted by the Government vide Memorandum No. 
54012 (73) I 76-Met. II, dated the 12th November, 1976, was' asked to 
investigate reasons for delay in the completion of work of shaft 
sinking at Central Mochia Mines in order to find out the extent to 
which each of the factors contributing to delay cO'"..tld have been 
avoided with proper planning and foresight. 

2, In regard to the delay in Head Gear Fabrication the Expert 
Committee has observed as under:-

(i) Non-availability of certain steel sections due to ration-
alisation was known to HZL in AprillMay 1966 i.e. 415 
months before signing of the contract with Mls. Cemen-
ation. However, action to obtain servi(les of a structural 
engineer for modifying the drawings was initiated only 
in May, 1967 i.e. after a lapse of one year. 

180 



lSI 

(ii) Though the request was made in May, 1967, the engineer 
arrived at site onJy in April, 1968. Considering that Head 
Gear erection was a critical activi'ty, HZL should have-
pursued the matter more vigorously for obtaining the-
services of the structural engineer. 

(iii) With proper planning and foresight, it should have heeD. 
possible to reduce the delays considerably. 

3. The Government have considered the· above observations and 
I am desired to bring the same to your notice for taking necessary 
actic.n to avoid recurrence of delays in such critical areas in future. 

4. Receipt of this letter may kindly be acknowledged and action 
taken in this regard intimated to this Minis{ry not later than the 28th 
Februrary, 1978. 

Yours faithfully, 
Sdl-

(C: SHARMA) 
Deputy SecTet"~·,! to the Government of India-



APPENDIX IV 

(Vide reply to re(!ommendation at S. No.9, page 19) 

-Copy of Ministry of Steel and Mines letter No. 54012(48) I 76-Met-ll 
dated 30-8-1976 to H7..L Te. synchTonisation of different activitieB 

"To 

'Sir, 

Shri R. P. Kapur, 
Chairman-cum-Managing Director, 
Hindustan Zinc ltd. 
Udaipur. 

SUBJECT: 88th Report of the Committee on Public UndeTtakings 
(1975-76) (5th Lok Sabha) on Hindustan Zinc Limited,-
Lack of synchTonisation of the diffeTent activities. 

I am directed to say that the Commfitee on Public Undertakings 
(1975-78) (5th Lok Sabha), has in its 88th Report on Hindustan Zinc 
Ltd, int'!T-al;a, orserved in para 2.37 about the lack of synchronis-
ation of the different activities taken up by the Hindustan Zinc Ltd. 
in connuction wf;h the implementation of the integrated scheme. 

2. It is requested that in the future plans for additional capac'ty 
for Zinclead p.-oduction, adequate steps may be taken well in time 
to enSUle optimum synchronisation of tQ~ different activities of 
~jects. This aspect may also kindly be kept in view while drawing 
'up the "Ten Year Roll over Plan" of the Hindustan Zinc Ltd. 

3. The receipt of this letter may please be acknowledged. 

Yours faithfully, 
Sdl-

(M. S. BHATNAGAR) 
Deputy Secretary to the Gover'llment of India 
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APPENDIX V 
(Viele reply to Recommendation at S. No. 11, page 20) 

Copy of Ministry of Steel and Mines letter No. 54012 (31) 176-Metll. 
dated l~ 76 tv HZL reo renovation of ball mills. 

'To 
Shri R. P. Kapur, 
·Chairman-cum-Managing Director, 
Hindustan Zinc Ltd. Udaipur (Rajasthan) 

SUBJECT: 88th Report of COPU on Hindustan Zinc Ltd.-Renova-
tion of existing ball mills (paras 2.46 and 2.47) 

Sir, 
I am directed to invite your attention to paras 2.46 and 2.47 

(extracts enclosed) of the. 88'th Report on Hindustan Zince Ltd. of 
the Committee on Public Undertakings 197f>.76 (5th Lok Sabha) 
wherein the Committee has observed the delay in the completion 
lof the modifications to the existing Ball Mill by 8 months and that 
'too without the balancing equipment. The delay was admitted to 
he due to managerial lapse. 

2. There was further lapse in issuing despatch instructions for 
the equipment for renovation which was ordered only in July, 1970 
whereas the scheme for additions and modifications to 'the Ball Mill 
was due to be completed to Pecember, 1970. The delay in illsuing 
despatch instructions was on account of coDiideration of the econo-
mics of rail Vs. road transport. 

3. The observations made by the Committee should be carefully 
noted so that in future such lapses do not recur and the various 
aspects relating to ordering of equipment are properly planned in 
advance. 

4. Attention of all concerned officers of HZL should be drawn to 
the observations of the Committee and suitable instructions ilSued 
:90 that soeh lapses are avoided in future. 

5. The receipt of thia letter may kindly be acknowledge. 

4597 LS-13. 

Tour, faithfully, 
Sdl-

(M. 8. BHATNAGAR) 
Deputy SeeretMy to the Gwernment of Iftdf4 
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APPENDIX VI 

(Vide further reply to Recommendation at S. No. 13, page 28) 

Copy of Ministry of Steel and Mines Letter No. 54012(112) I 76-Met. II 
dated 6-2~1978 to HZL re. delay in erection of the Mill 

To 

The Chairman-cum-Managing Director, 
Hindustan Zinc Ltd., 
Udaipur. 

SUBJECT: Recommendation No. 13 Of the Committtee on public un-
dertakings (1975-76) (Fifth Lok Sabha) on Hindustan 
Zinc Ltd.-Delay in the erection of the Ball Mill 

Sir, 

I am directed to say that as recommended by the committee on 
Public Undertakings (1975-76) (Fifth Lok Sabha) on Hindustan 
Zinc Ltd., vide recommendation No. 13, the Expert Committee cons-
tituted by the Government vide Memorandum No. 54012(73) IMet. 
II, dated 12-11-76, was asked to investigate the delay in erection 
of the beneficiation plant due to non-availability of essential items 
like steel etc. in order to find out the extent to which delay could have 
been avoided with proper planning and foresight. 

2. In regard to the release of foreign exchange and grant of im-
port licence for equipment the Expert Committee has observed a& 
undeT:-

About 5 months (August, 1969 to January, 197<l) were taken 
in working out the details of specifications etc. of the 
imported units on the part of HZL and BME. (About 6 
months (February, 1970 to July, 1970) were t'lken in sulr 
mitting the propO¥-ls as desired. by DGTD. No explana-
tion for this delay was available from HZL. The Expert 
Committee is of the view that with proper planning and 
adequate follow-up action mu!:h of this time could have 
been c:urta1led. 
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There has been some delay, about 3 months (February, 197t: 
to May, 1971). on the part of HZL to .ascertain the pro--
cedural formalities to be !!dopted. There was a delay of: 
about 2 months on the part of MBE after receipt of the' 
sanction of foreign exchange release only to enquire about. 
the mode' of payment. The State Bank of Bikaner &: 
Jf1ipur took about 31 months (15-~1971 to 28-9-1971) to' 
provide a draft for Rs. 2 lakhs in Foreign Exchange. The' 
Expert Committee is of the view that with proper planning-
and adequate follow-up action, much of this time couldl 
have been curtailed. 

3. The Government has considered the above observations and r. 
am desired to bring the same to your notice for taking necessary' 
action to avoid such delays in future. 

4. Receipt of this letter may kindly be acknowledged and actiolll 
taken in this regard intimated to this Ministry not later than the 
28th February, 1978. 

Yours faithfully; 
Sdl-

(C. SHARMA) 
Deputy Secretary to the Gout. of India.: 



APPENDIX vn 

(Vide further reply to Recommendation at S. No. 14, page 31) 

Copy of Ministry of Steel and Mines Letter N<J. 54()12 (Ill) I 76-Met. II 
dated 6-2-1978 to HZL re. action tlaken on findings of Expert 
Committee. 

'To 

The Chairman-cum-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

SUBJECT: Recommendations of the Committee on Public UndeTta.k-
ings (1975-76) (Fifth Lok Sabha)---On Hindustan Zinc 
Limited Recommendation No. 14-Exami1l4tion by the 
Expert Committee. 

'Sir, 

I am directed to say that as recommended by the Committee on 
Public Undertakings (1975-76) (Fifth Lok Sabha) in the 88th Report 
GIl the Hindustan Zinc Ltd., vide recommendation No. 14, the Ex-
pert Committee constituted by the Government vide Memorandum 
fio. 54012(73) fiG-Met. II dated 12-11-1976, was asked to examine 
critically whether delay in the erection of 2000 tonnes per day ball' 
-mill could have been avoided. The observations/conclusions of the 
:Expert Committee are reproduced below:-

(I) There was a delay of 35 months in the completion of 
'assembling of skip hoist and loading station', which was 
critical to the production of ore from the levels below 
the 4th level. The slippages in the Main Shaft Commis-
sioning caused delays in the completion of the inter-de-
pendent activities which could not be taken up for imple-
mentation in parallel. 

J86 
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(li) The Schedule drawn up by Mr. Gratpcap in 1966 clearl~ 
envisaged synchronisation of the Main Shaft skip opera-
tion with the commissioning of the new mill to achieve 
the productic,n build up from 1000 tpd to 2000 tpd. Although 
the skip hoist was ready' for operation on 31-12-1971, it 
was actually commissioned on 1-9-1972, after a delay of 
eight months. The Expert Committee attributes this time-
lag to the delf!y in the completion of the 2000 tpd neW' 
mill, the first phase (1000 tpd) of which was commissionecl 
in July, 1972 and achieved stabilised operation in October .. 
1972. 

(iii) As regards underground development activity (including 
auxiliary shaft and stoping) the Expert Committee noted. 
that HZL had taken steps to minimise the delay in the 
underground development by departing from the sequence-
of operations visualised by Mr. Gr,atacap and impiementing 
certain sub-activities without waiting for the completiom 
of the Main Shaft. But for these departures, the construc-
tion of the mine would have been further delayed. Yet. 
HZL took 27 months to reach the full production level of 
the mine from the time the skip went to opration as com~ 
pared with the time schedule of 231 months projected by 
Mr. Gratacap. The Expert Committee are of the view that 
considering the delays in the fulfilment of the essential 
pre-conditions laid down in Mr. Gratacap's schedule of 
production, especially in respect of delays in the procure-
ment of equipment, delays in the commissioning of auxi-
Uary shaft, shortage of water and frequent power inter-
ruptions, the slippage in the underground mine construc-
tion schedule was inevitable. The Expert Committee aoo 
noted that paucity of technic;al officers with requisite 
expertise and certain natural calamities such as floods 1m 
1973 also contributed to the delays. 

(iv) The Expert Committee observed that although the mana-
gement considered in August, 1966 that it would be possi-
ble to reach the production level of 2000 tpd only in July. 
1973 they had accepted the time schedule drawn up by 
Mr. Gtatacap in 1966 'which envisaged a crashing of the 
production build-up period (1000 tpd to 2000 tpd) to 231-
months. Further, even in March, 1971 the HZL indicated 
to the Ministry of the possibility of not only achieving the' 
production ~get as scheduled but of even further crash-
ing the target date by as much as six months by follow-
ing the PERT/C~ techniques recommended by BPE.:. 
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La:ter, implementation of the network scheail1es drawn up 
by the National Productivity Cotaldl in consultation with 
the Management were droPped as they were considered 
unrealistic. 

2. "In the 'light of the above observations of the Expert Commit-
'"tee, you are requested to review the position and ensure that the 
paucity of technical officers of requisite expertise does not continue. 
'1'he company should ensure that adequate and requisite expertise in 
man-power is provided to avoid future lapses of this type. Further, 
the company may also ensure prompt and timely execution of the 
Ilrojects through a systematic integrated monitoring . 

. 3. Please acknowledge receipt of this letter and action taken in 
:this regard sbould be intimated to this Department by 28-2-1978. 

Yours faithfully, 
Sdl-

(C. SHARMA) 
Deputy Secretary to the Government of India. 



APPENDIX VUI 

(Vide further reply to Recommendation at S. No. 16, page 33) 

Copy of Mini3try of Steel and Mines letter No. 54012 (110) 176-Met. II, 
dated 6-2-1978 to HZL reo action taken on findings Of the Expert 
Committee. 

To 

The Chainnan-cum-Managing Director, 
B'industan Zinc Limited, 
Udaipur. 

SUBJECT: Recommendation No. 16 of the Committee on Public Un-
dertakings (19'15-76) (Fifth Lok Sabha) on Hindustan 
Zinc Ltd., Action taken on the findings of tlhe Expert 
Committee. 

Sir, 

1; am directed to say that as recommended by the Committee on 
Public Undertakings (1975-76) (Fifth Lok Sabha) in its 88th Report 
on Hintlustan Zinc Ltd., vide Recommendation No. 16, the Expert 
Committee constituted vide this Ministry's Memorandum No. 54012 
(73)/7S·Met. n, dated 12-11-1976, was asked to investigate whethel" 
the short term measures recommended by the Study Team of the 
Bureau of Public Enterprises in 1969, to raise the production of con-
centrates so as to reduce dependence on imported concentrates were 
put into operation by Hindustan Zinc Ltd. or whether there was any 
lapse on the part of any individua1(s). 

2. The recommendationsiobservations of the Expert Committee in 
the matter are as under:-

(a) Although the BPE m,ade 18 recommendations in their 
report, they have not specifically indicated the Short Term 
Measures. To this extent HZL is justified in stating that 
they are not aware of any recommendations towards im-
plementing Short Tenn Measures. Nevertheless, it is 
apparent from the recommendations of the BPE that they 
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wanted action to be taken on several of their recommenda-
tions within a short span of 2-3 months. In lOme ~ 
immediate acUon was aUo rt!COJllDU!Dded. For example~ 
some of the me~ recommended for early action by 
BPE are as fol1oWl:-

(I) Completion of preparation of PERT/CPM achedules with-
in 2-3 months. 

(ii) meeting improvement. in the operation and man,age-
met in the benetlc:ation pl8nt, in maintenanee of equip-
ment and in providing balancing items. 

(ill) Finalisation of plans for developing East and West 
Mochia and Balaria Mines within 1-2 months and taking 
up implementation without any 1051 of time. 

(Iv) The organisation chart bringing out clearly the structural 
relationship, demarcating the lines of authority and the-
channel Of reporting for . efficient management should 
be fln,11ised without delay. 

(b) The Expert Committee is satisfied that HZL had taken 
action to implement the various measures recommended 
for early action by BPE. Nevertheless, the Expert Com-
mittee felt that HZL should have pursued with PERT! 
CPM methods for more effective monitoring and better 
synchronisation in the implementation of various activities 

under mining and milling. 

3. The Government have considered the above observations and I 
am . deslred to ~g the same to your notice for taking necessary 
action. 

4. Please a(. -knowledge receipt of this letter aDd the action taken 
in this legard I .. hould be intimated to this ministry not later than the-
28th F.tlruary, .1918. 

Yours faithfully, 
(C. SHARMA) 

Deputy SflCJ'Ctary to the Governmet&t of India:. 



APPDIDIXIX 
(Vide reply to Recommendation at S. NQ. 20, pqe 86) 

Copy oJ the Agreement fOT Handing over Tid~ Dam to Hindu.rtan Zinc' 
Limited, Udaipur 

This agreement made this day of 17-9-76 between the Governor" 
of State of Rajasthan (hereinafter referred to as Government which 
expression sl¥lll unless excluded by or repugnant to the context in-
clude his heirs, successors or assigns) of the 1st Part and the Hin-
dustan Zinc Ltd., a company registered under Indian Companies 
Act, 1913 having its registered office at 6, New Fatehpura in the 
City of Udaipur, hereinafter referred to as Hindustan Zinc (which 
expression where context so requires include its successors, liquida-
tor and assign) of the other ~rty. 

Whereas the parties have agreed to the handling over of the Tidi 
Dam to the Hindustan Zinc Ltd., this agreement witness the transfer 
of the Dam on the terms and conditions mentioned below:-

I. The State Government will charge nominal cost of water 
stored in the dam commg from Raj,asthan State Territory 
from Hindustan Zinc @ Re. 1/- per M. eft. as the Dam is 
built at their cost. The quantity of water will be calcula-
ted from the present capacity curve of the dam between 
higbest g.auge attained after rains and lowest gauge reached 
before next rains ignoring inflow in any other season 
which is rare and so negligible. 

2. Hindustan Zinc will not raise the dam beyond R. L. 1407.QO 
as per approved scheme, without sanction of the State 
Government and before completing all formalities of ac-
quiring lands in submergence. 

3. In view of the ~!lbility of the dam influencing the safety 
of life and public property downstream, Hindustan Zinc 
Ltd. shall maintain the dam properly. For this purpose 
the Chief Engineer. Irrigation, Government of Rajasthan 
or his nominee shall inspect the Dam every year on 1st 
day of April and 1st day Of November and lay down Ins-
tructions for ... fety and maintenance of the dam as are-
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required to be complied with by the Hindustan Zinc Ltd. 
In the event of such instructions not being considered 
reasonable for compliance· by Hindustan Zinc Ltd. the 
matter will be referred to the Central Water Commission, 
New Delhi, whose decision shall be final and binding. 

In witness whereof the parties have signed this deed in the 
-presence of witness named hereunder:-

'WilDe .. (I) Sd/- A. K. Anand Superintend-
ing Engineer (Civil) 

(.) Sd/- S. K. Shrimali 
Executive Engineer (Civil) 

. (I) Sdl- V. G. Dave 
17/'ll,6 

(2) Sd/- Rajendra Prasad 

For and on behalf of Hindwtan 
Zinc Limited (.4. Government 
of India Enterpri",). 

Sd/- Ibrahim Ali 
Chief Engineer (Civil) 
Signed on bahalf of Hindustan 
Zinc Limited. Udaipur. 

Sdl- Amta Lal 
'7/9/?6 

Ex.ecutive Engineer, 
Irrigation Department, 
for and on behalf of Governor 
.,f Raj .. than. 



APPENDIX X 
(Vide subsequent reply to Recommendation at S. No. 23, page 39) 

<COpy of Bureau of Public Enterprises O.M. No. PCRI1176IBPEIProdn. 
dataed 5-f>:.1977 reo constitution of a Study Team for Tundoo Lead 

Smelter 

OFFICE MEMORANDUM 
SUBJECT.-Constitution of the Team to make a case study of Tandoo 

Lead Smelter of Hindustan Zinc Limited 

The undersigned is directed to say that in pursuance of the 
~ecommendation No. 23 of the 88th Report on Committee on Public 
Enterprises (5th Lok Sabha) on Hindustan Zinc Ltd., the Bureau 
of Public Enterprises have to undertake a case study to evaluate 
the action taken by the management of Hindustan Zinc Ltd. in ap-
pointing a Technical Committee and the Engineers India Ltd. to 
recommend the measures for the development of Tundoo Lead 
Smelter. The study is to be conducted by a Study Team consisting 
,of the following members:-

1. Shri I. M. Aga-Deputy Advise". (Production), 
Bureau of Public Enterprises-Convenor Member. 

2. Shri R. N. Kh<!.re, Project Manager, 
Indian Copper Complex-
Metallurigical Expert.-M ember 

3. Shri A. K. Roychowdhury, Dy. Adviser (Finance) 
Bureau of Public Enterprises.-Member. 

It will also be the duty of the Study Team to draw lessons from 
·the case. study and to lay down guidelines for the benefits of all the 
Undertakings. 

2. The Study Team is required to submit its Report to the Gov-
·ernment by the 30th June, 1977. 

To, 

Sd/-
(S. S. SAMADDER) 

Under Secretary to the Government of India. 
T. No. 43791. 

I. Shri I.M.Aga., Dy. Adviser (Production), B.P.E.-Convcnor Member. 
I.eave address-K.2/1, Sector 13, M.S.Flat, R.K. Purar.1, ~cw Delhi-lJow •• 

•. Shri R. N. Khare, Project Manager, 
Indian Copper Complex-Metallurgical EXp<'rt-M.mber. 
Ghastshiia, District, Singhbhum. Bihar. 

l!. Shri A. K. R.,ychowdhury, D/. Advise!1lFinance)-W'emh .... 

IS3. , 



APPENDIX XI 
(Vide further reply to Recommendation at S. No. 26, page 42) 

Copy of the IO-Ye4r Roll Over Plan (1972-73-1981-82) mbmitted to· 
the Boa.rd of HZL on 29130-6-76. 

In the last Quarterly Progress Review meeting taken by the 
Minister (8&14) on 11th December '75 he advised that a Ten-Year 
Roll Over Plan embracing development of new Projects and expan-
sions should be prep?xed by all the undertakings and made ready 
by the end of the year 1975-76. HZL had prepared a projection of its 
activities on 10 years perspective basis in 1974, first year of V Plan 
covering all existing and future projects, both in Smelting and Min-
ing the future manpower requirement in the work-man supervisory 
and executive cadre (technical and non-technical) and an indicative 
investment .and turnover picture. This projection was drawn up 
keeping in view the Lead Zinc requirement of the country as assess-
ed fro m time to time by the Planning Commission. 

Allhough this detailed plan was prepared in 1974, on the basis 
of the data available at that time, no significant change has since 
taken place in the data and therefore the projection still hold good. 
The only additions which could be now made are with regard to 
field of mining in new areas which were covered by the Board's 
resolution No. 11 of the 68t\l meeting, approving the actions of the 
Management in expanding its mining activities to some other parts 
of Rajasthan, West Bengal and Andhr.a Pradesh. As the deposits, 
covered by these proposals, are yet in early stages of exploration, 
any projection with regard to their production, potential investment, 
man-p.')wer requirement etc. will not be meaningful at this stage. 
Therefore, the new activities in the mi,,'ling field have not been in-
cluded in the 10 years projection. 

The following documents are placed before the Board indicating 
HZL's projections valid upto 1981-82. 

1. t'hart No.1: Corporate Plan reviewed upto April, 1975 (Anne-
xure 1, alongwith a chart No. Ie-Master Plan showing production 
of Lead Zinc, Silver, Cadmium and P.05 alongwith the demand pro-
jection of Lead and Zinc by the Study Group on non-ferrous metals. 

·Not printed. 
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This Chart also shows the anticipated investment and turnover at the 
·end of every year and the total man-power officer/staff requirement 
..in each year. 

2. C1uzrt No. U*-Man-power projection, year by year of mines 
and smelters with appropriate provisions for head quarters and 

-Central Research and ,Pevelopment Laboratory. 

3. CltaTt No. IU*-Detailed data of managerial I staff ! officer re-
.quirement into various disciplines ranging from medical to General 
Administration through Mining, Geology, Me~'1llurgy, Civil, Chemi-
'cal, Finance etc. 

It may be seen from these charts that the projects int'luded in 
this Ten-Year Roll Over Plan are all covered by Project Reports 
.~ubmitted by HZL to the Government-either already approved or 
awaiting approval-except that no Project Report has yet been pre-
1'IUed for the Super Smelter for Lead and Zinc. These projects 
are named below:-

Pr~iect 

---------
Mines 

Mochia 

Ralaria 

Zawarmala·Baroi 

Rajpura-Dariba 

Sargipali 

Maton 

s"../"" 
Dfobari expansion 

(a) 36, 000 TPY . 

(b\ 45,000 TPY 

. Tundoo rxpansion 

Vizag (Zinc) 

Vizag (Lead) 

*:>Iot p<inted. 

Datf: of submission 
to Gwt. 

Aug".t, '97' 

August, '97' 

Octo"",", '974 

Fobruary, '973 

April, '975 

Novem"",", '97' 

Present statu, 

3 

Approved 

Approved 

Awaiting appl'Ovai 

Approvod 

Awaiting 
approval 

Approved 

December, '970 I 
~ Approved 

May, '973 J 

&plein"",", '970 

Approvod 

Approved 

Awaiting approval 



Super Smdter 

JU_."""~ 

Cmtral Rcwarch It Dtv. Laboratory 

Cmtral Planning It IMign (MintS) 

Cm tral Grol"l)' 

196 
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.. 

s 

Project Report not 
~ 

The basic objective being to close the gap between Mine metal 
and total metal the extent to which the mining projects and smelting 
projects mentioned above match each other is shown in Annexure 
II (Zinc) and Annexure III (Lead). 

These plans were prepared with 1972-73 a8 the bue year after 
Project formulation was over and also because the Study Group's 
projection of rett·..IL·,",.,ilm "'_ ':.. ... ~e metals had this year as its base. 

Projection with regard to other areas of diversification viz., Zinc-
Duat, Zinc Sheet, Callots, Red Lead, Litharge, Lead and Zinc 
Alloys, Lead Zinc, Antimony Alloys, Oleum, Gold, Copper concentrate 
and Barium etc.-all of which are either in advanced stage of cons-
truction or in stages of planning, have not been included in the 
total picture of investment, turnover and man-power requirements 
tn full. 

The Board is requested to approve this 10 year Roll Over Plan, 
as a corporate Plan, for tra!1!1T1ission to the Ministry. 

A. N. BANERJEE, 
M an4ging DiTeCtor-



ANNEXURE I TO APPENDIX XI 

Corporate Plan frw Hindustan Zinc Ltd., (1972-73 to 1981-82)-
Reviewed upto April, 1975 

1. HZL W;lS formed by the Govt. of India with the object of 
developing the Lead-Zinc resources of the country. The broad ob-
jective is to bridge the gap between in~genous production of these 
metals and the total requirement (which currently is met mostly 
from imports) and maximise the savings in foreign exchange by 
production of ores from mines in Illdia, instead of depending on 
imported. concentra'tes. Any Corporate Objective, over a given 
period, has therefore to be first set against the assessed requirement 
of these meffils in the country. 

2. Growth in demand and consumption of these metals is linked 
with the general industrhl growth of the country. The fore:ast of 
consumption of these non-ferrous metals has, therefore, been made 
by the Planning Commission on the basis of Study Group findings. 
HZL in tum made its corporate Plan on these projectioru;. 

It was, hQwever, realised that production of Lead Zinc ores has 
to be preceded by establishments of ore reserves and development 
of Mines both of which are long gestation endeavours. In the plan 
formulation stage therefore HZL was encouraged by the Govt. to 
put up one port-based Smelter to use imported concentrates and 
plan for additional smelting caPficity on the basis of the indigenous, 
mine production. 

3. It is realised by the HZL that savings in foreign exchange by-
producing Lead-Zinc, either from imported concentrate or from 
indigenous ore would be meaningful only if the rupees spent on the 
production reftect correctly the international monetary standards Or" 
in other words the Ihle-OW value of the Dollar ~TDed is favourable. 
One of the Corporate Objective therefore il to contain the cost of 
produo:tion by. progressive optimisation of operating norms and 
standards aDd maximizing plant utilisation. 

4. HZL bas worked out details of investments, tum-over, produc-
tion, manpower requirements and manageriallstafr needs upto 1982. 
All these assessments are on the balil of existing working units, pro-
jects approved and under implementation, project reports under-
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investigation and projec:ts for which plan formulation stage is over 
by acceptance in principle. 

5. A summarised Corporate Master Plan is enclosed. 

6 It may be seen from this Muter Plan that HZL, while installing 
-additional smelting capacity for these metals, has also put great em-
phuis on miDe development. Even for the by-product phosphatic 
Fertililer It has developed its own Mine to meet the P 105 requirement 
in full. 

7. Tbe aign1ficant feature of the Corporate Master PJan is the rela-
1ion of the Corporate Objective with the growth pattern forecast by 
the Planning Commission. In the bar chart a different scale has been 
adopted for the projected figures of consumption. This scale is half 
-of the scale adopted for production forecast. The fore-shortened con-
sumption plan bars a .. Jtomatically set the sights over the 10 year plan 
of action 50 per cent below the demand figures projected by the study 
group. Despite this the company has to grow 10 fold in its size by 
investment and almost 20 fold in terms of turn-over. 

8. Another aspect of the Co's Corporate Objective which has not 
been clearly brought out in the Master Plan, enclosed, is the em-
phasis it has laid on internal R&D and development of internal 
p1aonillB and design capacity. The managerial manpower curve 
shown as stepped lines in the Corporation Plan of the 10 ~rs spall 
proviaes significant growth in scientific and managerial personuel 
.strength to man these sections. 
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APPENDIX XII 

(Vide reply to Recommendation at S. No. 28, page .s) 

Copy of Ministry of Steel and Mines Memo No. 54012(16) ~Met. II 
dated 25-1(}..76 to all Directors/Deputy Secretaries/Sections con-
cerned reo Processing of Feasibility Reports. 

SUBJJX:T.-Processing/Scrutiny of Feasibility/Project Reports. 

Procedure for scrutiny/processing of Feasibility/Project Reports 
in respect of projects costing more than Rs. 1 crore is contained in 
the Ministry of Finance (Deptt. of Expenditure) O.M. No. 26(6)/PF-
11/70 dated 3(}"9-72 (copy enclosed). The limit of Rs. 1 crore has 
since been raised to Rs. 5 crores vide Ministry of Finance (Deptt. of 
Expenditure O.M. No. F.l (8) PF-I1/76, dated 28-9-76. AB such, pro-
posals involving an investment of Rs. 5 crores and above would 
be referred to Public Investment Board. Projec\s costing between 
Rs. 1 crore and Rs. 5 crores will be P'Ut up to E.F.G. It is, inter-a1ia, 
laid down therein that the Feasibility/Project report should normally 
be brought up before the Public. Investment Board'along with the 
appraisal report within a period of three months of the receipt of 
the report. 

2. Instances have come to the notice where there have been inordi-
nate delays in submitting the Feasibility/Project Reports to the P.I,B. 
At times, some delay may occur in the processing of the report as a 
number of Government Departments/Organisations have to be con-
sulted in regard to various aspects of the project, but every effort 
should be made by all concerned to minimise the delay and to submit 
the report to P.I.B. within the prescribed time limit. 

3. A list of Project Reports received from project authorities and 
awaiting P.I.B.'s approval should be put up to the concerned Joint 
Secretary before the 7th of every month in the proforma ericlosed 
(Annexure) . 

To 

(J. MARWAHA) 
Joint Secret4ry to the Government of India. 

1. All Directors/Deputy Secretaries. 
2. All Sections concerned. 
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APcPENDlX xm 
(Vide reply to Recommendation at S. No. 28, para 45) 

Copy of Ministry of Steel and Mines letter No. 54012 (16) /76-Met. II 
dated 25-10-76, to HZ!. reo Processing of 1earibility reports. 

To 
Shri R. P. Kapur, 
Chairm~m-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

SUB.TECT:-88th Report of the Committee on Public Undertakings 
(1975-76) (5th Lok Sabha) on Hindustan Zinc Limited-
Need to prepare and process feasibility/project reports 

expeditiously etc. (Recommendation No. 28--paras 4.19 
to 4.21). 

Sir, 

I am directed to say that the Committee on Public Undertakings 
(1975-76) (5th Lok Sabha) in its 88th Report on Hindustan Zinc Ltd. 
has, inter alia, recommended that Government/Hi'ndustan Zinc Ltd. 
should streamline the procedures so as to ensure that not only are 
feasibility/project reports prepared expeditiously but these are 
finalised without delay (Recommendation No. 28). 

2. The procedure for scrutiny/processing of feasibility/project 
reports of scheme costing more than Rs. 1 crore is already stream-
Uned in the Ministry of Finance (Department of Expenditure) O.M. 
No. 26(6)/PF-II/70 dated 30-9-72, according to which the reports are 
normally to be placed before the PIB within a period of tm-ee months. 
These apply mutatis mutandis to schemes costing less than Rs. 1 
crare also. 

3. In order to adhere to the time-limit and obviate the need for 
back references, you are requested to ensure that:-

(i) feasibility/project reports submitted to Government contain 
adequate information on all relevant aspeets to take an 
investment decision; 
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(il) in respect of mining 1ICheme., in particular, informatica 
on (a) ore reserves is furnished on realistic basis witJa 
aupporUng exploratofy OW' aDd (b) chIncteristica of the 
ore brought in su1ftcient detaiJ., duly supported by the 
results of ltudies made . 

.. Your attention is also drawn to para 4.21 of the Report of the 
Committee regarding optimum synchronisation of mining, millinI 
and smelting activities and expeditious implementation of the BaIaria, 
Rajpura-Dariba and Zawarmala-Baroi mine development schemel. 

5. The receipt of this letter may please be acknowledged. 

Yours faithfully, 

(M. S. BHATNAGAR) 
Deputy Secretary to the Govemment of India. 



APPENDIX XIV 

(V* reply to Recommendation at S. No. 34, paeea U) 
'Repom/Retuma received from HinclustGn Zinc Ltd. uncle.- the 

integrated Management InfoTTnlltion Syltem. 
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APPENDIX XV 

(Vide reply to Recommendation at S. No. 36, page 52) 

Copy of Ministry of Steel and Mines letter No. 54012(4)/76-Met. Ir 
dated 4-9-76, to HZL reo shortage of water, mainte1'l4l\ce machine, etc:. 

To 

Shri R. P. Kapur, 
Chairman~m-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

SU1I.JECT: -Recommendations of Committee on Public Undertakings-
88th Report on Hindustan Zinc Limited-Shortage of Water" 
maintenance machines, copper sulphate, power interruptiona-' 
etc.-Recommendation No. 36 (paras 5.55 to 5.57). 

Sir, 

I am directed to refer to recommendation No. 36 of the Committee· 
on Public Undertakings (1975-76) (5th Lok Sabha) on Hindustan-
Zinc Ltd. and to draw your particular attention to the obiervationa/ 
recommendations contained in paras 5.55 to 5.57 wherein the Com-
mittee has recommended:-

(i) that the inventory control should be streamfined and;-
demand of various reagents and other items worked out-
well in advance and arrangements made for their timely 
procurement to avoid dislocation in production; 

(ii) that the management should lay down maintenance sche-
dules to srevice the machines and ensure that these are' 
observed regularly; and 

(iii) that steps taken in pursuance of the maintenance schedules-, 
should be 'l"eviewed by the Board from time to time and 

remedial action taken wherever necessary. 

2. It is requested that early steps may kindly be taken to imple-
ment the Committee's recommendations. A time-bound programme 
may please be drawn up to lay down maintenance schedules for 
servicing the various machines, and the same placed' before the" 
Board. The steps taken pUl"suant to the maintenance schedules. ~ 

21iYJ 
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Ill ... be brouJht betOTe th~ Board periodically to enable the Board 
to review the .. me. 

3. Pleue acknowled,f' ~f ofthfs letter and report the ac1iOll 
taken, in due IOUI'M. 

. Yours faithfully, 
(M. s. BHATNAGAR) 

Deputy SeM'Ilt4T!I to the Government of 1ndt4. 
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APPENDIX XYII 

(ViM reply to Recommendation at S. No. 48, pate 67) 

Copy of Mini.rt7'JI of Steel ond Mine. ldteT No. 54012(42) !76-MeUI 
dated 2-11-1978 to HZL reo acceptance of Dem.ag Furnace. 

To 
Shri R. P. Kapur, 
Cbairman-cum-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

SUJJJW:T: --asth Report of Committee on Public UntkTtllking. on 
HindUl't4n Zinc Limited-Dem4ge furnace-{lcceptance 
without getting indication about expected recovery 
etfidency (Recommendation No. ~ra 5.133). 

Sir, 

I am directed to draw your attention to the observation of the 
Committee on Public Undertakings in Its 88th Report on Hindustan 
Zinc Ltd. (recommendation No. 43-para 5.133) regarding acceptance 
of the Demag melting furnace without getting any indication from 
the West German suppliers about the expected recovery efftciency 
and to say that suitable instructions may kindly be issued to all 
concerned so that no plant/equipment is accepted, in future, without 
ptting deftnite indication about the expected recovery efftdency. 

2. Reference is also invited to the correspondence resting with 
your O.M. No. 12/12/Oct. 76, dated 12-10-76, regarding performance 
of similar turnaces elsewhere. It is requested that the matter may 
please be pursued vigorously with M/a. Demag or the required infor-
mation obtained from other sources and the standard recovery 
dciency of the furnace determined expeditiously and the Ministry 
tntormed of the same. 

S. The actual performance of the furnace may please be watched 
with reference to the standard recovery efftciency so determined 
and remedial mNIU!'e! taken, wherever nec:eaury. 

to PI .... aeknowleda- receipt of tbia letter. 
Youn faithfully, 

(iii. S. BHATNAGAR) 
Deputy ~ to the Gooemment of Iftdio. 
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APPIlNDIX 'no. 
,(V.~ to 'lkcoM~ 4t S.' No. n.'/>4ge 72j 

Copy of JfilUatry of S1Ieel and Mines z.tter No. 54012 ('12) 17e-Met.IT 
. 'dIIeeC-lf-9:.76 to 1lZL H: ~ ~ in tlu! l~ad Rmerter. . 

To 
Shri R. P. ltapur. 
C~m-Managing Director, 
Hinduatan Z1Dc Limited, 
Udaipur. 

SUBJECT.-88th Report of Committee on Pl'blie Undertakings (1975-
76) (5th Lok Sabha) on Hindustlan ZiflC Ltd.-Action taken 
to improt'e recovery etricWfIC1l in tlu! lead .melter (para 
5.155). 

Sir, 

I am directed to invite your attention to para 5.155 of the 88th 
Report of the Committee on Public Undertakings (1975-76) (5th Lolt 
Sabha) on Hindustan Zinc Ltd, and to not(' that with the installation 
()f the new blast furnace and gas cleaning system which are now under 
trial, the eornpany expects that recovery ef'llciency would improvE' to 
about 90 per cent. 

2. It i, requested that the recovery ef'llciency actually attained on 
stabilisation of production of the, blast turnace etc. may Jdndly bf! 
watched closely and the position reported to thie Minilltry, in d\le" 
eourte. 

3. The receipt of thill letter may pJeue be aclmowledged. 

Yours faitbtuDy, 
(M. S. BHATNAGAR) 

Deputy Secret4!'y to the GOVffnment of rndta. 



APPENDIX XIX 

Copy of Minimy o'f Steel and Mines letter No. 54012(80) /76-Met.Tl 
awed 3019-78 to BZL reo tHtch on acA&Al conn&mpeicm ., teU eM 
f'uxe" 

'To 
Shri R. P. Kapur, 
Chainnan-cum-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

-StJB.ncr:...;...88th Report of Committee on PuMic Undertakings (1975-
76-5th Lok Sabha) on Hindustan Zinc Ltd.-Recommen-
datiOn No. 57 (para 5.170)-watch on actual consumption 
Of fuel and fLuxe, per tonne of lead vis-a-vis norma jb:ed. 

-Sir, 

I a.m directed to say that the Committee on Public Undertakings 
(1975-76-5th Lok Sabha) in its 88th Report on Hindustan Zinc Ltd. 
has recommended in paragraph 5.170 (recommendation No. 57) that 
a constant watch on the actual consumption of various fuel and fluxes 
in the lead smelter vis-a-vis the nonns should be kept and remedial 
-measures taken wherever necessary. 

2. It is requested that the above recommendation of the Com-
mitte may be brought to the notice of the concerned ofticers of the 
ocompany tor strict compliance. 

3. The receipt of this letter may please be acknowledged. 
Yours faithfuIly, 

(M. S. BHATNAGAR) 
Deputy Secretary to the Government of Indi4. 



APPENDIX XX 

"(Vide reply to Recommendation at S. No. 58, page 77) 

<Copy of Ministry of Steel and Mine. letter No. 54012 (47) /Met. II 
~ed R-VV-GF to HZL reo claims lodged with Railways and Insurance 
Cornpa"Y 

"To 

Shri R.P. Kapur, 
Chairman-cum-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

SuB.JEcT: 1I8th Report Of Committee on Public Undert4king. em 
HindustAn Zinc Ltd.-DamtJgeflOl. to mining equipment 
during tranrit from BombGJI to Zcl1DCh'-CI4lma lodgell 
with the Railway. 4nd the Imurance Company (Recom-
mend4tion No. 58). 

51r, 
"I am directed to draw your attention to Recommendation No. 

'58 (para 5.174) of the 88th Report of the Committee on Public 
-Undertakings (1975-76-5th Lok Sabha) and to observe as under:-

(i) There has been delay in extending the validity of the 
insurance cover with New Zealand Insurance Co. Ltd., 
Calcutta, beyond April 1966. 

(Ii) The insurance cover applied only to consignments trans-
ported in closed wagons whereas some of the consign-
ments (including the equipment damaged by fire) were 
actually transported in open wagons apparently because 
of their size. The terms of the instN"ance cover could have 
been got suitably modified with the Insurers in time. 

-(ill) The assistance of the MInistry was soUclted in November 
1968 to pursue the claim with the Railways and the matter 
was taken up with the Railway Board who informed in 
May 1969 that the Western Railway Administration bad 
been told to process the case expeditiously and to take, in 

'consultation with Hindustan 7Jnc Ltd., mutually accep-
-table decisions. 
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(iv) Hindustan Zinc Ltd. had reported in ita letter No. 15(12) 
86-Adm. 7~71, dated 7-7~. that an oftker of the WesterD 
Railways waa visiting Udaipur for discussions and that 
the outcome of the diaculliona would be reported to the 
Board and the Ministry. No. further report WlI8 rec.-
ived in the Ministry nor the matter appears to have heeD 
reparted to the Roard. 

(v) From the company's records sent to the Ministry it is 
seen that though the matter was pursued sublequently 
with the Western Railways by the Hindustan ZIDc Ltd. 
this was not dane vigorously and in repsect cit the claim 
with the Insurance company the matter was finally 
aettled only in August 1974. 

l. ID view of the hap amounts involved, the matter should have 
been pursued vigorously by the company and broupt to the notice 
of the BoardfMlnistry from time to time. It is requested that appro:-
priate steps may kindly be taken to streamline the procedure tor 
fIIIIlow up cd such eues 10 that such lapses are avoided ill future. 

3. Receipt of this letter may please be acknowledged. 

Yours faithfully, 
Bd/-

(M. s. BHATNAGAR) 
Deputv SecretarV to the Govenuunt of IftCfiL 



APPENDIX XXI 

(Ville npIy to RecommeDdatioD at S. No. 80, ~ 78) 
. Copy of MiniatTy of Steel And Mines letteT No. 54012(85)(78-
Met. II dc&ted 29-&-1978 to HZL reo Ab4nonnol loft of worJcing hou,.. 

in the Zinc smelter. 

To 
Shri R. P. Kapur, 
Chairman-cum-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

SUJUECT.-88th Report of Committee on Public Undertakings on 
Hindu.rtAn Zinc Ltd. AnAlliris of reasons few AbnormId 
losa of working hou,., in the zinc I'IrW!lter (ReCOIn"""'" 
tion No. 60 PArA 5.181). 

Sir, 

I am directed to refer to your commenta on the above recommen-
dation of the Committee on Public Undertakings (1975-7tJ..-5th Lot 
Sabha) contained in ita 88th Report and to request that a copy of 
the report of the Committee constituted to analyse the reasons for 
the abnonnal loss of working hours together with the views of the 
management thereon may kindly be furnIshed to this Ml.niItry, in 
due ~. I 

2. It is alJo requested that abnormal loss of working houn in 
future in any plant should also be analysed ill depth to tab 
.wtable remedial measures. 

3. The receipt of this letter may please be acknowledged. 

Yours faitbfully, 
Sd/-

()of. S. BHATNAGAR) 

P-'tv SeC'retIJrll to tfa- Gouemmrl& of lndtcz . 

• 1 



(Via farther reply to RecommeDdation at S. No. 10, page 'It) 

Unit-Un; 

---------
WORKING HOURS-DEBAR I ZINC SMELTER 

a-Ier 53& 75f18 

I.-bIIIc 654a 7. 

BI-',... ,'sa 8.117 

lIIatIe SuJ-pbolpbate '7117 ssoB 

ZiDc CadIade ProducIioo 11S93 16870 

t-F.n_ .. 177 

---- ------
o-oId ao_ 
N-Newa.-r. 

7805 

7;;' 

8479 
15110 

1m, 

110 

0 

1977-78 
(Upto Dec. 77) 

N 

6ot8 18M/2160 1490 4D39 

6s9r +75" 

IOll6f.34g6 '3773 

225+ 186g 

UIIiI-T_ 

16107 .aa,& 

Unit--Noe. 

148 



(Vide reply to Recommendation at S. No. 61, page 80) 

Copy of MinistTy &J Steel and Mine. letter No. 54012 (63) /76-Md. 
II dated 11-9-76 to HZL reo p1'OCUTenWmt of TIIW materials. 

To 

Sir, 

Shri R. P. Kapur, 
Chairman-cum-Managing Director, 
Hindustan Zinc Limited, 
6, New Fatehpura, 
Udaipur. (Raj) 

I am directed to invite your attention to para 5.182 of the 88th 
Report on Hindustan Zinc Ltd. of the Committee on Public 
Undertakings, wherein they have observed that one of the reUOD8 
for idle hours in super phosphate plant was the shortage of raw 
materials. They have, accordingly, stressed that the suitable steps 
should be taken by the company to procure raw materials well in 
advance inorder to ensure maximum utillaation at the plant. 

2. This recommendation of the Committee on Public Undertak-
ings is valid not only for the super phosphate plant, but also for all 
other production units for the optimum utilisation of the varloua 
production facilities. Necessary measures may kindly be taken to 
ensure that capacity utilisation of production plants do not lUfter 
because of non-availabllity of raw materials. In this context, you 
may also examine the need of augmenting of storage capacity for any 
critical items of mput. 

3. Kindly acknowledge the receipt 

Youn faithfuD,., 
Bd/-

(M. S. BHATNAGAR) 
Deputy Secret41'tI to the Gooemment of lndlc. 
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APPENDIX XXXIV 

(Vide reply to Recommendation at S. No. 66, page 84) .. 
Cow oj Min~ oj Suel and Mines letter No. 54012(81)/76-Met. n 

dated 15-9-76 to HZL reo Appointment of IAMR for 
e"aluatiOn of ,ta.t! atandClTda 

To 

Shri R. P. Kapur, 
Chairman~m-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

StJlIJl!I:T.-8h RepoTt of Committee on Public UndertAking, Oft 

Hindwtan Zinc Ltd.-Appointment of Institute OJ Ap-
plied ManpoweT Re,eaTch tOT evaluation of.tat! 114"," 
daTda-Recommendation No. 66 (PaTel 6.29). 

Sir, 
I am directed to refer to recommendation No. 66 of Committee on 

Public Undertakings contained in its 88th Report which relates 
to the appointment of Institute of Applied Manpower Research 
and to say that in future, when consultants are appointed to 
study/evaluate specific areas/problems ,it should be ensured before-
hand that tMy have the required. expertise and organisation to 
undertake the work proposed to be assigned to ~em. The Manage-
ment should get a list of BBSignments undertaken and completed by 
aueh organisations and find out whether their reports were accepted 
ancl implemented by the undertakings concerned. The Board should 
be presented with full particulars to enable them to come to a 
reuoDable cODCluaion. 

2. Th. receipt of this letter may please be acknowledged. 

YGUl'II faithfully, 
Sd/-

(M. s. BHATNAGAR) 
Deputy Secmary to the Govt. of India. 

Copy to:-Dir(P)/DS/(N)/DS (MS)/OS (R). 



APPENDIX XXV 

(Vide reply to Recommendation at S. No. 68, page 88) 

Copy of Ministry of Steel and Mines letter No. 54012(54)$76-Met. II 
d4ted 23-10-76 to HZL reo cietennination C1f optimum .taff strength 
jor diffierent unit.. 

To 

Sbri R. P. Kapur, 
Chairman-cum-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

St7lIJ'ECT.-88th Report of Committee on Public Undertakings on 
Hindustan Zinc Ltd. (1975-76)-Determination of 0pti-
mum staff strength for the different units (Recommeftd.a-
tion No. 68-paras 6.30 to 6.33). 

Sir, 

I am direct~ to refer to the correspondence resting with 
your letter No. FA/Audit Review/74-75, dated 23-9-75, on the above-
mentioned subject, and to say that it is seen that the optimum staff 
strengths determined for the expanded Debari Zinc smelter and the 
V1S8khapatnam zinc smelter have been placed bt-fore the Board at 
its meeting held on 6-9-76. It is also seen that the optimum staff 
-strength for the Zawar Mines has been determined by the company 
:as follows:-

--: ... ; . . 

Machia Mine 
Ore Dressing Plant 
Surface Departments 

TO'l'AL 

1120 
335 
858 

2113 

2. It is requested that the above staff strengtb determtned m.,. 
llleasl'd be placed before the Board for it~ considel"9tion and ap-

~~I 
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proval. It is further requested that the manpower requirements ~ 
the other Mines of the Company and the Tundoo lead smelter may 
alao be determined based on scientific studies and placed before the-
Board may please be obtained for any increase in the staff strength. 
beyond the approved level in any of the units. 

3. The receipt of this letter may please be acknowledged. 

Copy to DS (R). 

Yours faitbfuBy, 
Sd/-

(M. S. BHATNAGAR), 
Deputy SeCf"etary to the Govemmat of India!.. 



APPENDIX XXVI 

(Vide further reply to Recommendation at S. No. 68, page 88) 

Copy of Ministry of Steel and Mines letter No. 54012 (54) /76-Met. II 
dated 2-5-1977 to HZL reo determination of optimum staff strength.-

To 

The Chairman-cum-Managing Director, 
Hindustan Zinc Limited, 
Udaipur (Rajasthan) 

(Attention: Shri C. R. GUM RoeJ) 

SUBJECT.-88th Report of the Committee on Public UndertGkings-
(1975-76)---On Hinduatan Zinc Ltd. Action taken by Gov-
ernment on Recommendation No. 68 of the report. 

Sir, 

With reference to your letter No. FA/Audit Review/74-75, 
elated the 11th April, 1977, on the subject mentioned above, I am 
directed to say that the information furnished in respect of Recom-
mendation No. 68(b) does not seem to be correct in view of the follct 
that approval of the Project Report does not m£'an approval of the 
staff strength of these mines and approval of the Board obtained 
requested that for the other mines of the Company viz. Maton 
Rock phosphate mines and Rajpura-Dariba Zinc-Lead mines in 
Rajasthan, which have been approved by the Government for de-
velopment, immediate action may kindly be taken to determine the 
staff strength of these minies and approval of, the Board obtained 
for the same. 

Yours faithfully, 
Sd/-

(11. S. BHATNAGAR) 
Deputy Secret4f'J/ to the Government of India.. 



APPENDIX XXVD 

(Vide reply to Recommendation at S. No. 72, page 94) 

'COW of Ministry of Steel and Mines letter No. 54012(79)/76-Met. II 
dated 14-9-76 to HZL reo fixation. of norms for consumption 
Of m4teri4l1. 

To, 

Shri R. P. Kapur, 
Chairman-cum-Managing Director, 
HindustanZinc Limited, 
Udaipur. 

S1:rB.Jrr.-aSth Report of Committee on Public Undertakings Oft 
Hindurt4n Zinc Ltd.-ji3:a.tion Of norms and review there-
of etc.~RecommendatiOn No. 72 (para 7.36). 

Sir, 

I am directed to say that the Committee on Public Undertakings 
(19'7S-76). (5th Lok Sabha) in their 88th Report has, inter alia, re-

<commended that:-

(1) the norms for consumption of materials should be scienti-
fically fixed based on appropriate data and approved by 
the Board; 

(ii) the Board should also critically review the variances from 
the norms with a view to suggesting suitable remedial 
measures !or effecting eeonomies where necessary; and 

(ill) the norms should be kept .mder constant and continuous 
review by the Management and the results brought to the 
notice of the Board. from time to time. 

(Recommendation No. 72-para 7.36) 

2. It is noted that the company has already fixed norms for con-
~ption of materials like explosives, drill rods, chemicals etc. and 
-other important materials both for the mines and the smelters and 
the same have been approved by the Board. 
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3. It is requested that the recommendations of the Committee, 
referred to above, may kindly be noted and (i) the norms fixed and 
kept under constant and continuous review and (ii) the norms for 
the new mines/smelters be fixed on scientific basis. 

4. The receipt of this letter may please be acknOWledged. 
Yours faithfully, 

(M. s. BHATNAGAR) 
DeputJI SecTet4'11 to the Government of India. 



APPENDIX xxvm 
(Vide reply to Recommendation at S. No. 76, page 97) 

Copy of Miniltry of Steel cmd Mine. letter No. 54012(80)/7~Met. If 
dated 14-9-76 to HZL reo watch on cost of production etc. 

To, 
Sbri R. P. Kapur, 
Chairman-cum-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

SUB.1IICT: RRth Report of Committee on Public Undertakings on 
Hindustan Zinc Limited-Recommendation No. 76 (pclra' 
7.55) regarding watch on cost of production etc. 

Sir, 

I am directed to invite your attention to Recommendation No. 76· 
(para 7.55) of, the Committee on Public Undertakings (1975-76) 

(5th Lok Sabha) in its 88th Report, reproduced below:-

"The Committee need hardly point out that the Management: 
have a special responsibility to keep a close watch on the 
cost of production. They recommend that the question 
of cost of production should be a standing item on the 
agenda of the Board meetings to enable the Board to re-
view the position critically, identify the areas where 
economies can be effected and watch the results of the 
remedial measures taken in this regard." 

(para 7.55) 

2. It is requested that review of the cost of production should' 
be a standing item on the agenda of the meetings of the Board to 
enable it to identify the are~ where economies can be effected and' 
watch the results of the remedial measures taken. 

S. The receipt of this letter may please be acknowledged. 

Yours faithfully, 
(Y. S. BHATNAGAR) 

Deputy Secretary to the Govemment 
of India. 



APPENDIX XXIX 

(Vide reply to Recommendataion at S. No. 79, Page 103) 

.copy of Ministry of Steel and Mine, letter No. 54012 (27) (16-Met. II 
dated 13-8-76 to HZL reo sale of silver without approval of Board. 

To 

The Chairman-cum-Managing Director, 
Hindustan Zinc Limited, 
Uaidpur (Attention: Shri R. p. Kapur) 

SUBJEcT.-88th Report of the Committee on Public Undertakings-
on Hindustan Zinc Ltd.-SaZe CYf Silver (para 8.39). 

Bir, 
I am directed to refer to para 8.39 of the 88th Report of the 

·Committee on Public Undertakings (5th Lok Sabha) on Hindustan 
Zinc Ltd. and to say that the Committee has observed as under:-

"Although the Board of Directors permitted the Management 
to sell 1800 Kgs of silver through Metal Distributors Ltd. 
when the agreement with Metal Distributors was termi-
nated with effect from March 1967, the Committee regret 
to find that the Hindustan Zinc Ltd. sold 8871 Kgs. dur-
ing April 1967 to February 1969 without obtaining per-
mission o~ the Board and paid a sum of Rs. 30,525 as 
commission. The Committee are informed that it was 
only a technical violation of Board's decision and in 
principle the decision was that till other arrangements 
finalised Hindustan Zinc Ltd. will keep on selling .nYer 
in Bullion market." 

2. It was not clear why pon facto approval of the Board was 
not taken in the above case and the 'technical violation' regularlsed. 
It is requested that suitable steps may please be taken that such 
lapses do not occur in the future. 

3. It is also requested that the Pricing/Sales policy of the com-
pany may please be brought before the Board at the beginning of 
-each ftnancial year and its approval obtained. The approval o~ the 
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Board may aao be obtained for any lubtequent chanie considered 
nec:eaary. 

The receipt of this letter may be acknowledged. 

Yours faithtully, 

Sdl-
(M. s. BHATNAGAR) 

Deputy Secretary to the Government of India.. 



APPENDIX XXX 
(Vide reply to Recommendation at S. No. 79, page 103) 

Summary of the Findings of the enquiry offrx:er reo sale of silver 
through metal distributor. 

(i) Before the acquisition of the undertaking, the previous 
management, viz. Metal Corporation of India, had an agreement with 
Metal Distributors for sale of silver and lead, which was terminated 
by Hindustan Zinc Ltd. on 25-3-66. 

(ii) In March 1967, the approval of the Board was obtained to sell 
silver through Metal Distributors, pending finalisation of permanent 
arrangement. The silver in stock at that time was around 1800 Kgs., 
which was sold by September, 1967. 

(iii) Hindustan Zinc Ltd. did take up the question of sale of stIver 
on peTm,8nent basis with the Hindustan Photo Films. The latter, 
however, had to conduct tests on the suitability of Hindustan Zinc 
Ltd's silver which was only of 99.96 per cent purity as against 
99.99 per cent used by Hindustan Photo Films earlier. Suitability 
of Hindustan Z:nc Ltd.'s silver was intimated by Hindustcn Photo 
Films in July, 1968. Thereafter negotiations of the detailed terms 
and conditions took some more time and the agreement could be 
concluded only by February 1969. 

(tv) In the meantime, sale of silver through Metal Distributors 
was continued as the company-

(a) had no experience in sale of silver; 
(b) could not afford to block capital by stockpiling; and 
(c) storage of silver at Tundoo had inherent risks. 

(v) The rates quoted in the Calcutta bullion market are based 
on the average of the selling rates arouDd. 5 p.m. with some of the 
reputed silver dealers, and as su<=h do nol represent (a) the actual 
rates at which tran¥ctions had taken place on a particular day and 
(b) the rates at which silver is bought by the dealers/merchants. 

(vi) The Secretary, West Bengal Billion Merchants and Jewellen 
Association, who was contacted in the matter, has stated that they 
do not keep any record of fluctuations which take place during the 
day. The .Association has' further certtfted as under:-

"This Is to certify that the market price of Bullion, Bold ar 
Silver supplied by us to the press Is the price offered by 
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consumers to the dealers for purchase of bullion as per 
our record. Between this price and the price at which 
the dealers pur:hased bullion on corresponding dates 
there must be a difference which would account for the 
profit of the dealers." 

(vii) The fact that the rates offered by Metal Distributors were 
frequently lower than the bullion market rates was known to the 
:management and the local representatives of Hindustan Zinc Ltd. 
at Calcutta, who used to authorise the sales through Metal Distri-
'butors, had been taking instructions from Head Office from time 
to time. 

(viii) The loss computed on account of the sales through Metal 
Distributors stated as Rs. BO,OOO/- in fact, works out to only Rs. 27,195 
(if the actual selling rates were compared with the rates as quoted in 

·the Calcutta edition of the Statesman) and Rs. 13,248.34 (if com-
pared with the rates as quoted in the Delhi edition of Statesman). 
In terms of percentage, the loss compared with the total amount of 
1ranaaction is very nominal, i.e., 0.99 per cent at Calcutta edition 
'rates and 0.43 per cent at Delhi edition rates. 

(lx) The loss could perhaps have been avoided, if Hindustan Zinc 
Ltd. had itself directly assumed the role of a dealer but it ~s not 
possible as the company had hardly any experience in the sale of 
silver and had been dependent on the selling agents, a legacy inherit-
ed from the previl1l1S management. Further, the cost of such an 
infrastructure would not have been commensurate with the antici-
pated benefit at that point of time. In fact, the company also tried 
to sell silver directly but the rates quoted were lower than the 
market rates. 



APPENDIX XXXI 
(Vide reply to Recommendation at S. No. SO, page 104) 

tCCYpy of Mm~ry of Steel and Mines letter- No. 54012(43) 176-Met. 
.I1 dated 13-10-76 to HZL reo long term conu-.cts loT sAle of PTOducta. 
'To 

Shri R. P. Kapur, 
Chairman-cum-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

:StTBJT.CT.~th Report of Committee on Public Undertakings Oft 
Hindustan Zinc Ltd.-long term contTacts fOT sale of pTa'-
ducts-Recommendation No. 80 (pitTa 8.52). 

• • • • 
Sir, 

I. am directed to draw your attention to Recommendation No. 80 
-of the Committee on Public Undel'takings (1975-76--5th wk Sa.bha) 
oontained in paragraph 8.52 of its 88th Report on Hindustan Zinc 
Ltd., and to say that while it was not !lnreasonable to offer a price 
:for supply of sulphuric acid to Udaipur Chemical Industries linked 
to the cost of imported sulphur in 1969, to ensure a regular outlet 
:for the marginal surplus acid, the pet;iod of the contract need not 
h,ave been for as long as fifteen years.' It has been accordingly de-
-<:ided that, in future, whenever long term contracts are concluded 
-for the sale of products, it should be ensured that the period is rea-
'SOn able, say three to five years and the company is not bound down 
-to a pricing formula. for an unduly long period. In such cases it 
would be desirable to provide for revision of the pricing formula 
;after a period of three/five years. 

3. Please acknowledge receipt of this letter. 

Yours faithfully, 
Sd/-

(M. S. BHATNAGAR) 
DqnLty Sec-retaTy to the GOf)emment of Indic. 



AP'J'IM)IX D3II 

(Vide reply to Recommendation at S. No. 87, page 112)' 

Cow of Minist7'y of Steel and Mines lette7' No. 54012(43) 176-Met. 
IT cWed 13-10-76 to HZL reo Price variation clause in agreements for 

sale Of p7'oducts. 

To 

Shri R. P. KaPUT, 
Chainnan-cum-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

SUlIJ'ECT.-88th Report of Committee on Public Undertakings ow. 

Sir, 

Hindustan Zinc Ltd.-Price variation clause in ag7'ee-
ments f07' sale Of p7'oducts--Recommendation No. 8T 
(pa7'aS 8.90 and 8.91). 

I am directed to say that the Committee on Public Undertakings: 
(197S.76-5th Lok Sabha) in its 88th Report on Hindustan Zinc Ltd. 
has, inter alia, felt that the question of including price variation 
clauae 1ft the agreement should be carefully considered with refer-
ence to market conditions prevailing at the time and decision takeIl! 
on merits of each case in the larger interest of the undertaking-
(Recommendation No. 87-paras &.90 and 8.91). 

2. It is requested that the above recommendation of the Com-
mittee may please be kept in view while finalising agreements for 
sale of the oomJ¥llly's products. 

3. The receipt of this letter may pleased be acknowledged. 

Yours faithfully, 
Sd/-

(Y. S. BHATNAGAR) 
Deputy Secntary to the Gooemmftt of India. 



APPENDIX XXXIII 

(Vide reply to Recommendation at S. No. 88, page 112) 

Extract from C.B,R. Bulletin Central Excise Technical 
April-June, 1969. 

37. Central Excise-Fertilizers falling under Item No. 14HH of" 
the First Schedu~e to the Central Excises and Salt Act, 1944-
Whether stock in bulk lying with the manufacturers on 
28-2-1969(1-3-1969 is to be treated as pre-excise stock and 
allowed clearance without payment of d·uty. 

The Collectors have expressed doubts whether the stocks of fer-
tilizers lying with producers as on 28-2-69(1-3-1969 in bulk condition, 
where in the process of manufacture, except packing. was completed 
as on 28-2-69/1-3-69. should be treated as pre-excise stock and allowed' 
clearance without payment of duty. In this connection attention is' 
invited to the ~oard's circul,'1r letter No, Misc. 24/67-CXI F. No. 
2(1l/67-CXI, dated 29-4-1967 (at page 273) wherein it has been-
stated that pa~kine:. excert in c'se of Patent or Proprietory me:licines 
and cosmeti,~s and toilet preparations. cannot be regarded as a Plart 
of process of manufacture if the goods could have been delivered to 
the customers without packing. Under the Fertilizers Control 
Order. Manufacturers have to deliver fertilizers from their manu-
facturing premises in p~cked condition only. Even the mode of pack--
ing h,'1S been prescribed in the said order. In view of the said Fer-
tilizer Control Order, it would appear that the manufacturers could' 
not have delivered fertilizers from their factories to the customerS" 
in bulk form. As such stocks of lYulk fertilizers lying with the pro-
ducers as on 28-2-69/1-3-69 cannot be treated as ready for delivery' 
and would attract duty when the same are cleared on or after 1-3-69: 
If any clearan~es out of such stock lying with the manufacturers as" 
on 28-2-69/1-3-69 have been allowed without payment of duty. im--
mediate action should be taken to raise the demand against suclr 
clearances. 

2. The decision to charge duty or raise demands would be with .... 
out prejudices to appellate rights of the parties concerned. 

(C.B.E.C., F. No. B-6{'J:lI69. CX. I, dated 17-~1_)I 
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APPENDIX XXXIV 
(Vide reply to Recommendation at S. No. 90 page 114) 

ropy of Ministry of Steel and Mines letteT No. 54012 (51) /76-Met. U 

dated 17-9-76 to HZL reo PTocessing of tmdeTs 

.1'0 
Shri R. P. KapuT, 
Ch,aiI'man-cum-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

~UII: 88th Rep09't of Committee on Public Undertakings on Hindustan 
Z nc Limited-StTeamlining of pTOCessing of tende1's-
Recommendation No. 90 (paTas 9.11 to 9.13). 

:Bir, 

I, am directed to refer to recommendation No. 90 of the Com-
tmittee on Public Undertakings· contained in its 88th Report, regard-
"ing streamlining the procedure for analysing and finalising tenders, 
:.and to ·say that appropriate steps may please be taken to ellSure that 
the tenders are finalised invaI'iably within a period of sixty days 
hom the date of their opening. 

The l'eceipt of this letter may please be acknowledged. 
Yours faithfully, 

Sd/-
(M. S. BHATNAGAR) 

Deputy SecTetaTy to the Gove-mment of India. 



APPENDIX XXXV 
(Vide reply to Recommendation at S. No. 91, page 115) 

Copy of Ministry of Steel and Mines letter No. 54012(49)/76-Mt>t. Ie 
d.:lted 29-9-76 to HZL reo fixation of maximum, minimum etc. 

fOT Stores. 

To 
Shri R. P. Kapur, 
Chli!man-cum-Managing Directo!, 
Hindustan Zinc Limited, 
Udaipur. 

~UB: 88th Report of Committee on Public Undertakings on Hintflt~ta".' 
Z'nc Ltd.-fixation of maximum, minimum etc. fOT g<;otoes; 
(Recommendation No. 91-paras 9.28' and 9.29.). 

Sir. 

I am directed to refer to recommendation No. 91 of the- COm>-
mittee on Public Undertakings (1975-76-5th Lok Sabha;' containedi. 
in its 88th Report on Hindustan Zinc Limited and to request that:-

(i) suitable measures may be taken to Iteep- a constant wadi 
over the inventory levels of stores, particularly- 'Is: &: 'B~ 
category stores and to ensure that there is nO" ret-up in. 
the efforts to keep the inventory levels. below the prescri .... 
bed norms; and 

(ii) the work relating to fixation of maximum and "minimuml 
levels of inventory for .category 'B' and 'e' stores may be-
completed by 31-12-1976 and 31-3-1977 respectively as per' 
the programme drawn up by the- company. A report· on' 
the completion of the work may alSo kindly be sent tOJ 
this Ministry, in due course. 

2. The receipt of this letter may please De acIrnowledged.' 

Yours faithfully. 
Sd/-

(M. S. BHA TNAGAR)' 
Deputy SeCTetaTy to the Government "of TncFra 
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APPENDIX XXXVI 

,(Vide rePly to Recommendation at S. No. 92, page 117) 

COtpyof MinistTy oj Steel and Mines letter No. 54012(77)/76- Met. II 
da:ted3-11-76 re. a714lysu of shortages of concentrates etc. 

'To 

~Shri R. p. Kapur, 
Chairman-cum~Managing Director, 

'Hindustan Zinc Limited, 
Udaipur. 

:SUB: 88th Report of Committee on Pu.blic Undertaki1llJs on Hindul1tan 
Zinc Limited-Analysis of shortage of concentrates etc. 
(Recommendation No. 92-para 9.52). 

;Sir, 

I am directed to invite your attention to Recommendation No. 92 
'(para 9.52) of the Committee on Public Undertakings (1975-76--
~ Lok Sabha), and to say that the Committee has desired that 
Ilosses of concentrates should be analysed to find out to what extent 
'the shortages were due to handling and storage and to what extent 
.~ -other causes. 

2. From the correspondence resting with your wireless message 
'No. 13/20/0ct., dated 20-10-76, it is seen that norms of unavoidable 
10S'Ses of bulk material like concentrates are being finalised in con-

'1JUltation with the constituent units and based on previous stock 
verification results. The norms so fixed may be put up to the Board 
f.or approval as early as possible. Actual losses when they exceed 
.the norms may be investigated and the results reported to the Board. 

c3. Receipt of this letter may please be acknowledged. 

Yours faithfully, 
Sd/-

(M. S. BHATNAGAR) 
Under Secretary to the Government of Indi4. 



APPENDIX xxxvn 
,(Vide further reply to Recommendation at S. No. 92, page 117) 

Copy of Note for the 66th meeting of the Boa.rd of Directors of 
Hindusta71 Zi'IIC Ltd. held on 23-9-75. 

lltem No. 2. 

SUB: Shortage of Zinc cO'IICentrates. 

A. At ZaWCH'Mines 
In December, 1970 a shortage of 1193 Mt of concentrates valuing 

,lIbout Rs. 10.87 lacs was detected. This was adjusted in the Accounts 
of the Company for the year ended 31st March, 1971, pending full 
-investigations. 

The Matter was fully investigated by the Sr. Ore Dressing Engi-
neer, SOM, OSD and the Internal Audit Wing for the sa'id shortage. 

The investigations brought out the following position: 

"In the absence of any other available practicai method the 
standard practice all over the world to report concentrate produc-
'tion from the ore dressing plant is on the basis of theoretical calcu-
lation kom the following variable data:-

1. Tonnage of Mill feed 
2. Grade of lead and zinc in the mill feed 
3. Percentage of zinc in the zinc concentrate 
4. Percentage of lead gone in the zinc concentrate 
5. Percentage of lead in the lead concentrate 
6. Percentage of zinc gone in the lead concentrate 
7. Percentage of. lead and zinc gone in the tailings. 

The theoretical (calculation) production figures always vary 
-from the actual production due to the moisture content of the ore, 
approximation as to the quantity of the mill feed, C'hances of errors 
in sampling associated with variation in the assay values obtained 
from the Laboratory, moisture content in the concentrates and the 
like. There is likel;hood of wide variation from the production 
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baseJ 0:"1 theoretical cllculation in f:e mC:lths d· July t~ September,. 
each year. The moisture est,mation is very impJrtant as the pro-
duction figures are given on the dry weights. 

Since as there is no other fool-proof method to assess the actual: 
production of zinc concQntrate, the above theoretical basis of ealcu--
lation had been adopted during the last 15 years. While there-
might be some shortage on account of handling and storage losl'les: 
in the mill, storage yard and for storage bsses at other site plat-
fonns where the concentrates had to be dumped for despatches to-
Zinc Smelter, Debari, a bulk of, shortage could safely be attributed' 
to the errors in the theoretical calculatims. The total shortage-
works out to about 5 per cent of the total production of about 18,4(10' 
tonnes in 14 months ending December, 1970. Out of th:s percentage-
about 2 per ce.,t might be on account of handling, flying. and long-
storage losses the rpst could safely be assumPd on account of errors 
in the theoretical calcul!ltion on production of concentrates. An-
other practice to report concentrate production from the are dressing-
plant is to place several weightome~ers in the mill premises, namely 
one fer weighing the mill feed and other br weighing the various-

-products. Even in this case belt-weightometers are liable to recorcf 
2 per cent to 5 per cent variation in the total weight during 24 hours. 

While eftorts are made t:> phySically verify the stock by shifting 
the entire production of concentrates produced on monthly basis or 
fortnightly basis so that there may be cross checking with the 
theoretical figures either from weightJmeter or by theoretical for-
mula, this could be done at Zawar Mines every month on account 
of accumulations of large stocks during the period". 

Accordingly, it was held that there was actually no shortage ana 
no write off was necessary. The Ex-Chief. of Planning" Develop-
ment (Smelters) FA and CMD agreed with these investigations-
and no formal write off sanction W!lS coDliid~ed necessary. 

B. At Zinc SmeUer 

The excess of about 1695 bnnes of indigenous zinc concentrates 
was observed on physical verification of stock in the Smelter on 
30th April, 1971. Cons;dering the possibility that the excess might 
be due to (i) Moisture content (ii) Inaccunte recording of weight 
by weigh bridge (iii) Non-preparation of daily requisitions by Plant 
Managers (iv) Quantity assessed on physical verification being esti-
mation due to volumetric measurement and the full destiny indi-
cated by LaooratJry being possibly inaccurate, a fresh verification 



f} 
Jf. stocks was carr~ej out in Dec2m':ler, 1972 and finaUy in J;,me.. 
1973. This indicated a shortage of about 1;43 t:J:me;; valuing about 
Rs. 8.57 lacs. 

The matter was fully inwstigated by the Dy. GM (ZS), Control-
ler of Inventory & Contracts and Chief Intern:li Audit Officer. The· 
investigations revealed that there had' been some enoneous entrit's 
in the stock records of the zinc smelter in the quantities despatched 
by Zawar Mines. The correct position revealed an excess of about 
65 tonnes of zinc concentrates at the Smelter. These investigations' 
also revealed a shortage of about 453 tonnes valuing about Rs. 5.35: 
lacs in the Imported concentrates during the period J;rom 1968 to· 
1973. This worked out to about 1.04 per cent for all the seven con-
signments of imp:Jrted zinc concentrates of total quantity of about 
43,593 dry MT. 

The results of investigations were approved by Chairman-cum-
Managing Director. Necessary adjustmer.~s have been made in the 
annual accounts for 1974-75. 

This is for information of, the Board. 

Sd~-
(A. N. BANERJEE)' 

Mancging Dirctor_ 



(Tide reply to Recommendation at S. No. 13, paJe 128) 

Copy of MiniatTJI of SueZ and Mines letteT No. S4012 (52) /76-Met. n 
d4ted 3O-.9D-76 to HZL reo phVBical geriji&la'ion oj stocks. 

To 

Sbri R. P. Xaput, 

Chairman~um-Managing Director., 

HindustaJ:l Ziac Limited, 

Udaipur. 

-SUB: 88'th Report of Committee 01l Public Underta1cings on Hindustan 
Zinc Ud..-Physical vmfication of Ittocks of concentrates, 
rock l'hogphate etc. (1UcommendAtion No. 93-paTas 9.53 to 
1I.St) . 

Sir, 

I am directed to re£er to recommendation No. 93 of the Com-
'mittee on Public Undertakings (1975-7~h Lok Sabha) and to 
draw your particular attention to paragraphs lJ.58 and ."9.59 reported 
Wow:-

"The Committee recommend that the new system of stock 
verification, which is stated to be scientific should be kept 
under constant review and improved from time to time 
in the light of experience so that the Management can 
keep proper check on stores, raw materials and finished 
products. 

'The Committee also recommend that shortages noticed as a 
result of stock verification should be got examined inde-
pendently and responsibility for shortages fixed and the 
~ of examination placed before the Board, so that 
the Board may review the position and advise corrective 
measures to be followed." 

- .. , - ~ 
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2. It is requested that appropriate action may kindly be taken 
to:-

(i) Keep the new system of, stock verification under constant 
review and effect improvements, from time to time, in 
the light of experience; and 

(ii) get the shortages noticed during stock verification exa-
mined independently and to place the results of such 
examination before the Board for its review and advise. 

3. Receipt of this letter may r1ease be acknowledged. 

Yours faithfully, 
Sd/-

(M. S. BHATNAGAR) 
Deputy Secretary to the Government of India. 



APPENDIX XXXIX 

(Vide reply to Recommendation at S. No. 100, page 125) 

Copy of Milnistry of Steel and Mines letter No. 54012 (82) /76-Met. II, 
dated 20-9-76 to HZL reo functioning of internal GUdit wing. 

To 

Shri R. P. Kapur, 
Cbairman-cum-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

SUB: 88th Report of Committee on Public Undertakings on Hindu3tan' 
Zinc Limited-Recommendat'on No. 100 (paras 11.24 and 
11.25) regarding effective functioning of the inteT1ll.l1 audit 
wing. 

Sir, 

I am directe:i tJ draw your attention to recommendation No. 100 
(paras 11.24 and 11.25) of the Committee on Public Undertakings 
(1975-76) (5th Lok Sabba) contained in its 88th report and to re-
quest that su"itable steps may kindly be taken to ensure that the 
Internal Audit Wing functions as an effective tool of financial co!·~
tro!. The functions :>f the Wing should include a critical review 
of, the systems, procedures and operations of the Hindustan Zinc 
Ltd. as a whole. The reports of the Wing should receive serious' 
consideration at all levels in the company and a repJrt of the points 
together with the action taken thereon should be placed before the 
Board, from t;me to time. 

2. Please acknowledge receipt of this letter. 

Yours faithfully, 
Sd/-

(M. S. BHATNAGAR) 
Deputy SeCTetary to the Government of India._ 



APPENDIX XL 

(Vide reply to Recommendation at S. No. 101, page 125) 

Copy of Ministry of Steel and Mines letter No. 54012(34)/76-Met. Ir 
dated 30th August, VTGF to HZL reo Capital Cost of Projects. 

To 

Shri R. P. Kapur, 
Chairman-cum-Managing Director, 
Hindustan Zinc Limited, 
Udaipur. 

SUBJECT: Report of the Committee on Public Undertakings on 
Hindustan Zinc Limited. 

Sir, 

I am directed to say that the Committee on Public Undertakings 
(Fifth Lok Sabha) in its 88th Report (1975-76) has, inter alilt, made 

a number of recommendations in regard to the capital costs and 
staffing of the projec:s, accent on productivity in the Wage structure, 
strict financial control on all the activities of the Undertaking, etc. 
These are contained in paras 1132 to 11.35 and 11.37 and !1.38 (ex-
tracts enclosed). I am to req·uest you to keep a strict watch over 
the various aspects of the working of the Hindustan Zinc Ltd. sug-
gested by the Committee in these paras and to make all-out efforts to 
implement the recommendations. 

2. You may kindly examine the present monitoring arrangements 
in your Undertaking and the review under:aken from time to time 
by industrial engineers from the aspec:s of work-study and cost re-
duction at plant level, and put up a report on the other points also 
to the Board of Directors as early as possible. The recommendations 
Qf the Board of Directors on the variuus points may kindly be com-
municated to Government in due course. 

3. Receirt of this letter may please be acknowledged. 

Yours faithfully, 
M. S. BHATNAGAR, 

Deputy Secnnary to the Govt. of lni'a. 
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Copy forwarded to Shri C. R. Guha Roy, Director (Finance). 

Hindustan Zinc Limited, for similar action. 

Copy also forwarded to the fonowing Government Directors on 
the Boal'd of Hind\IBtan Zinc Limited. 

1. Shri J. Marwaha, J o· ot Secretary, Department of Mines. 

2. Shri R. Rangarajan, Deputy Secretary, Department of Mines. 

It is requested that they should pay attention to various aspects of 
the working of the Company suggested by the Committee. They 
should in part~cular ensure that the expenditure on the projects 
under implementation do not get inflated to miUate against the via-
bility of th~ project. 

Copy also forwarded to DS(KNB) (GS-l Section) with ihe re-
quest that a COPy of the O.M. may please be kept in their relevant 
file so as to draw the attention of the Government Directors on the 
Board of Hindustan Zinc Limited, whenever there is a change. -

M. S. BHATNAGAR, 
Depu.ty Secretary to the Govt. of India. 



APPENDIX XLI 

(Vlde- reply to Recommendation at Sl. No. 3", page 130) 

Note on the revised cost efltimate- of the integrated scheme 

The revised cost estimate (of 1964) of the integrated scheme--
amotUlting to Rs. 1264 Iakhs (which included Rs; 100 Iakahs- for work-· 
ing capital and start-up expenses) was re-assessed by the Hindustan 
Zinc Ltd. in November, 1966 at Rs. 1664 47 lakhs. This did not in-
dude provision for working capital and start-up expenses. The-
main-reasons for the increase indicated by the Hindustan Zinc Ltd. 
were devaluation of the rupee in 1966 which increased the rupee-· 
liability in respect of the deferred .loan for the imported equipment 
to the French suppliers, additional 1,000 tonnes per day milling 
capacity and generaT escalation in costs. 

2. The cost estimates were finally revised by Hindustan Zinc Ltd. 
to Rs. 1896.61 lakhs in October, 1969. Though the company re-
arranged and re-grouped the various li.ead.l; of expendlture during 
the revision of the cost estimates, the reasons for the increase under 
the principal heads of expenditure vis-a-vis the 1964 es~imates were-· 
analysed by the company in .!-anuary 1970, at the instance of the 
Ministry, brief detaITs of which are indicated below:-

(i) The cost estimate of Rs. 1264 Iakhs of 1964, in fact, included 
inter-alia provision of Rs. 100 lakhs towards working capital anct· 
start-up expenses Similarly, the revised cost eitimate of Rs. 1896.6t 
Iakhs of October, 1969 included, inter atia, provision of Rs. 22 lakhs' 
for the Tundoo lead smelter, Calcutta office, etc. and about Rs. 81t-
Iakhs being the investment on the 500' tonnes per day mining ana 
milling assets at Zawar. These had not been incfuded in the esti-
mate of Rs. 1264 lali:hs of 1964: 

(ii) Eliminating the above items aml the smn of Rs 100 lakbsc 
(working capital I start-up expenses), the increase in the October,. 
1969 estimate over the 1964" estimate was Rs. 631 faIths under the-
fonowing headr.-

(RI. in \altha) 



(~) Con,\'ruction of the Tidi Dl.!Il whic~ WM n"t e'lviiag?d. in 
. the 1964 eotimate 

<el Effeet of d""aluation re.·,lting in additi .. nal ply",e.,t t<l tl" 
foreign supplien including i"terest charges .. n deferred 
loan 

(-f) Effect of increae in cu.to .... , nd other .ta'nto~y duties • 

(I) Incre ... in ad .... ini.trative and other overhead. 

(f) Additional p"yments made to French ClODtultants by way of 
t ,chnical ftu and ca.t of aperts for completing the zinc 
mtelmr 

(g) E~diture on con.truction of houses at Zinc S:ndter and 
Mineo, not mvioaged in 196~ . • . . . 

(h) Additional cost of .haft sinking civil works equipment, 
ele. on account of rise in prices . 

(i) incre_ in the value of .-ts baoed on the compmsa I 10 
aelUlllly offered • 

TOTAL 

'55 

79 

3. The overall increase in the 1969 estimates vis-a-vis the 1966 
-estimates was Rs. 232.14 lakhs, which included, i71ter alia, provision 
':for items (b) and (i) in para 2 (ii) above. These could not have 
"been foreseen in November, 1966 as the decision that the Tidi Dam 
'will be taken up by the Hind'J.stan .zinc Ltd. on its account was 
~vailable only rn June, 1967 and the value of the assets taken over 
from the Metal Corporation of India had to be reckoned based on 

"the compensation actually otJered to the Metal Corporation of India 
2n June, 1968. 



APPENDIX XLII 

(Vide reply to Recommendation at 81. No. 10, page 132) 

Copy of BPE OM No. BPEIGL-036175-PRODNI312175-BPE(PTodn). 
dated the 19th November, 1975 from the Ministry of Finance. 

St1JIJECT :-67th Report of COPU on FACT-Recommendation No. 2. 

The Committee on Public Undertakings in their report on FACT 
(67th report) has made the following recommendation (Recommen-
dation No.2): 

"No project or expansion of project should be undertaken in 
future unless pOW,Ilr supply is assured with a guarantee 
where it is to be supplied by another authority to the 
project". 

The recommendation is brought to the notice of all Ministries! 
Departments with the request that the Public Enterprises under 
their administrative control may be advised suitably to implement 
the aforesaid recommendation immediately. 



APPENDIX XLIIf 

(Vide reply to Recommendation at Sl. No. 38, pa~ '1(4)\ 

Li8t of persons got trained abToad and in India, 

I. Mr. V. Jagannadham 

II. Mr. J. N. Pandey . 

3. Mr. P. Parvathilem 

4. Mr. M. D. Baaantani 

~. Mr. M. N. Venkataraman 

6. Mr. K. B. Jain 1 
7. Mr. K. Singh J 
8. Mr. D. S. Ukhari. 

Period of Training 

Trained in all plantJ at Zinc SmellIEr 0 tI 
Pertusola at CrotoDe Italr.. SJ-M'M"I 

j training in Leaching, PurllicatJ_ ..a 
Cadmium plan",. 

Same as above. Specialised 
in Zinc Electrolysi. plant. 

Same as above. Specialised traiDiJw i. 
Leaching, Puri6catioa, Cadmi_'" 
Laboratory. 

Same as above. 

Same u above. 

SpecialiJed training in Router and SWpIIoIrM 
Acid PlanIlI at CrotoDe. Had a- .. 

Balen Plant abo. 

Training for maintenance, oeetiOD .. Coo· 
tone, Balen, Viviez Zinc Plants.. 

Approximately 4 months. 

A!II:r training all the above persons were IIIIOCiated with ltart up and commi-iNJias 0' 
Debari Zinc Smelter with the following diotrihution. 

I. Router and Sulphuric Acid PlantJ. Mr. K. B. Jain, Mr. K. Singh. 

II. Leaching, Puri6cation and Cadmium Mr. V. Jagannadham. 
Plan"'. Mr. P. Parvathisem. 

Mr. M. D. Baoantani. 

,. Zinc Electrolysis Plant Mr. J. N. Pandey. 
Mr. M. N. Venkataraman. 

Mr. D. S. Likhari wu sent after the COIIIlDiainning of the plant and had been ~ 
alta- mechanical maintenance johl for Router and Acid Plant section. 

st. Persona trained directly by Kret. exper'" and Indian personnel during erectiaD .. 
QXDJDi-ioning. 

Name 

I. Mr. J. K. Tandon 

8. Mr. D. P. Malhotra 

,. Mr. A. B. Srivutava • 

Section lIIIOCiated with 

Leaching, Purification and Cadmi_ 
Plant. 

Do. 

Do. 



4· 

5· 
6. 

7· 

8. 

9· 

10. 

II. 

12. 

13· 

14· 

15· 

16. 

17· 

18. 

19· 

20. 

Mr. C. S. Srivastava 

Mr. A. Kumar 

Mr. S. K. Verma 

Mr. M. K. Gupta 

Mr. P. K. Vidyarthi 

Mr. S. C. K. Vaid 

Mr. A. Ganguli 

Mr. S. C. Patnaik 

Mr. P. P. Bajpai . 

Mr. Ram.ro Chandra 

Mr. J. Singh 

Mr. G. S. Mathur 

Mr. K. S. Nalwaya 

Mr. S. N. Wahy 

Mr. P. L. Jain 

Mr. S. L. Paliwal 

Mr. A. K. Subramanian 
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Roaster and Acid Plant. 

Roaster and Acid. 

Do. 

Do. 

Do. 

Do. 

Do. 

Zinc Electrolysis Plant 

Do. 

Do. 

Do. 

Maintenance (Mechanical) 

Do. 

Do. 

Do. 

Maintenance (Electrical) 

Do. 



APPENDIX XUV 
(Vide reply to Recommendation at S. No. 99, page 150) 

No. BPE/GL-OOI176IMANI2(1l0) 17S-BPE (CM-I) 

Copy of Bureau Of Public Enterprises O.M. No. BPE/GL-OOI/76/ 
MAN/2(1l0)/7S-BPE (CM-I) dated 1-1-76 Bent to aU MinistTiuj 
Departments of Government Of India re: Settlement Of disputea. 

among Government Departments and Public EnteTprisea. 

OFFICE MEMORANDUM 

SUBJECT: -Settlement of disputes between one Government Depart-
ment and another and one Government Department and 
a Public Enterprise and one Public Enterprise and 
another. 

The undersigned is directed to refer to the Cabinet Secretariat, 
Department of Cabinet Affairs O.M. No. 53131117S-CF dated 19th 
December, 1975, wherein the directions of the Cabinet on the above 
subject have been spelt out in brief (Annexure-I). It will be 
noted that all cases of unresolved disputes, regardless of the type 
of dispute, between one Government Department and a Public 
Sector Enterprise and between one Public Sector Enterprise and 
another, are to be resolved amicably by mutual consultation or 
through the good offices of empowered agencies of the Govern-
ment or through arbitration, and recourse to litigation has to be 
eliminated. Where arbitration is decided upon, no lawyer should 
be ordinarily appointed by either party to argue the case. The 
arbitrator will be a serving law officer of the rank of Joint Secre-
tary selected from a pannel of names proposed by the Law Minis-
try. In complicated cases, where the arbitrator himself consi-
ders that outside assistance is necessary for elucidation of knotty 
legal points Government Standing Counsels may be engaged for 
this limited purpose on lumpsum payment. There should be no ap-
peal in a court of law against the decision of the arbitrator which 
should be accepted as final. Whenever the award of the arbitrator 
discloses a patent error or if it be challenged for any other reasons 
mentioned in clause (16) and (30) 011 the Arbitration Act, reference 
may be made to the Secretary, Ministry of Law for further consi-
deration. 
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2. Public Sector EnterprIses which enter into commercial and 
other agreements should make a provision for arbitration by a single 
arbitrator in their conditions of contract. They can also institute 
a system of "Standing Arbitrators" under which a designated 
officer acts as the sole arbitrator. (Such a system is already in 
vogue in DGS&D and CPWD, where the volume of work is very 
large). 

3. The following instructions regarding settlement of disputes 
relating to prices/income tax, issued by the Bureau of Public En-
terprises, would continue to be operative-

(i) O.M. No. BPE/46/Adv (F) /68/25 dated 27-12-1968 regard-
ing pricing policies of Public enterprises. (Annexure-
ll). 

(il) O.M. No. BPE/l/ (52) /Adv (F) /71 dated 19th June, 1971 
regarding pm-chase and price preference to projects of 
public enterprises in competition with priovate Sector 
undertakings. (Annexure-III) 

(iii) O.M. No. BPEl11 (20) IAdv (F) 172, dated 18th September, 
1972 regarding settlement of disputes between Income-
Tax Department and Public Sector Undertakings. 
(Annexure-IV) 

4. Ministry of Industry and Civil Supplies etc. are requested to 
bring the contents of the above O.M. to the notice of the Public 
Entreprises under their administrative control for compliance. 

To 

sd/-
(N. RAJAN) 

Adviser (Finance) 

All MinistriesfDepartments of the Government of Inwa. 
Copy to:-

(i) The Comptroller & Auditor General of India. 

(ii) Production Division/Adviser (C) /tAdviser (F)J Director 
(I & R)/DS (Coord), Bureau of Public Enterprises. 

(iii) Heads of Expenditure Divisions in the Department of 
Expenditure (with two spare copies). 
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(iv) All representatives of Finance Ministry in various Boards 
of Public Enterprises. 

Iii/-
(N. RAJAN) 

Adviser (Finance) 



ANNEXURE 1 TO APPENDIX XLIV 

0IpfI oj Department oj Cabinet Affairs, O.M. No. 531311175-CF, dated 
19-12-75 

OFFICE MEMORANDUM 

.SIIB.n!l:T:-Settlement of disputes between one Government DepaJ"t-
ment and another and one Government Department and 
a public enterprise and one public enterprise and another. 

The undersigned is directed to refer to this Department O.M. 
IIo. 53JII1ICF-70 dated 25th August, 1970, on the above subject and 
.... say that the Public Accounts Committee has had occasion to ob-
..ave as follows in its 154th Report (1974-75):-

·'The Committee cannot understand why it has not been 
possible to resolve a dispute between two Government 
organisations by mutual consultation. Instead the 
parties have had to resort to litigation, thus incurring avoid-
able expenditure. The Committee desire that the 
existing instructions for settlement of disputes between 
Government Departments and Public Sector Undertakings 
'should be reviewed thoroughly and a suitable machinery 
evolved for the resolution of inter-departmental and 
inter_governmental disputes. The Committee suggest 
that this recommendation may be brought to the notice 
of the Cabinet Secretariat." 

2. The instructions contained in the aforementioned office 
"Wiemorandum have accordingly been reviewed. The O'l"ders of the 
'Cabinet have also been obtained. The directions given as 
:tiIows:-

(i) In so far as disputes between one Government Depart-
ment and another are concerned, there can be no ques-
tion of taking recourse to litigation or even arbitration 
in seeking setUement of points at issue. If a discus-

'Sian 'at the level of Ministers concerned does not result 
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in agreement the problem can always. be taken to the-
Cabinet for final decision. 

(ii) Unresolved disputes between a Government Department 
and public sector enterprise and between one public sec-
tor enterprise and another would ordinarily fall in 
either of the two following categories:-

(a) those 'relating to statutory matters; and 

(b) those relating to commercial or other agreements. 
Regardless of the type of dispute, it has been decided that all 

disputes should be resolved amicably by mutual consultation or 
through the good offices of empowered agencies of the Government 
or th'!'ough arbitration and recourse to litigat'on should be elimi-
nated. 

(iii) Where arbitration is decided upon the arbitrator will be 
a serving law officer of the rank of Joint Secretary selec-
ted from a panel of names proposed 'by the Law Minis-
try. No Lawyer should ordinarily be appOinted by either 
party to argue the case. In complicated cases, where 
the arbitrator himself considers that outside assistance 
is necessary for elucidation of knotty legal points, Gov-
ernment Standing Counsels may be engaged for this 
limited purpose on lump sum payment There should be 
no appeal in a Court of Law against the decision of the 
arbitrator which should be accepted as finlll. A direc-
tive may be issued to this effect to all public sector in-
stitutions (including banks and insurance companies as 
also any other company in which Goveornment has a 
majority share holding). Whenever the award of the 
abritrator discloses a patent error or if it be challenged 
O'!' any other reasons mentioned in clau~e (16) and (30) 
of the Arbitration Act, reference may be made to the-
Secretary, Ministry of Law for further consideration. 

3. The directives above are brought to the notice of all Minis-
tries/Departments for guidance and compliance subject to the-
clarifications below:-

Note I: Departments of Government which have to enter 
into large scllle business transactions, such as the CPWD 
and the DGS&D, have already made provision fO'!' arbi-
tration by a single arbitrator in their conditions of 
contract. Public Sector Enterprises which have to enter 
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into commercial and other agreements shotud also be-
advised to do the same. No amendment of their Arti-
cles of Association is necessary. 

Note II: The volume of work relating to the DGS&D and the 
CPWD, being large, a system of standing arbitrators' is 
in effect. Under this system a designated Government 
Officer acts as the sale ai'bitrator. Advantage should be 
taken to this system where practicable. 

Note III: Disputes relating to settlement of prices will continue to 
be regulated by O.M. No. BPE/46/ADV(F)/68/25 dated 
27-12-1968 and O.M. No. BPEI1(52) IADV(F) 171, dated 
19-6-71 issued by the Bureau of Public Enterprises. 

Note IV: The instructions for settlement of income-tax disputes 
are laid down in BPE's O.M. No. BPE/l(20)/ADV(F)/72 
dated 18-9-1972. These will continue to be operative. 

4. OM. No. 5311111CF-70, dated 25th August, 1970, may kindly be 
treated as cancelled. 

Sd/- K. RAMIAH 
fOT Cabinet Secretary. 

To 

Secretary, Ministry of Law, for information and necessary 
action regarding preparation ot panel of names crf Arbitrators~ 
engagement of Government Standing Counsels etc., in accord-
ance with the above direction. 

Director General, Bureau of Public Enterprises, with the re-
quest that appropriate guidelines be issued to all public flector 
enterprises. 

All other Secretaries/Joint Secretary to the Govel'tU1'lent for in-
formation and necessary action. 



ANNEXURE II TO APPENDIX XLIV 

Cow of Burecru of Public Ent.erpriHa O.M. No. BPEI46IADV-FI68125 
dated 27-1U8. 

OFFICE MEMORANDUM 

.st7BnlCT: Priciftg Policies of Public Enterprises 

The pricing policlee for public enterprises were recently con-
.sidered by the Government in the highest level and it has been 
decided that public enterprises should be economically viable units 
.and an all out effort should be made to increase their efftciency and 
_tabliBh tbelr profitability at the earliest. It was decided that it 
would not be necessary or advantageous to lay down guidelines in 
.regard to pricing policies to be followed by enterprises which pro-
duce goods in respect of which the prices are subject to regulations 
"f a binding type either voluntarily by mutual arrangements or 
due to domestic or international regulations. It may also not be 
neceuary to pretlCribe any guideUnes for trading organisations like 
"STe, Ml\4TC, etc. 

2. So far as the enterprises which produce goods and services in 
"Competition with other domestic producers, the normal market 
torces of demand and supply will operate and their products will 
be governed by and large, by the competitive prices prevailing in 
tbe markel 

3. It was, however, feU that It would be useful to have suitable 
.wdelines for those enterprises which operate under monopolistic 
"r semi-monopolistic conditions. In regard to pricing policies to be 
adopted by such enterprises the following guidelines will be useful 
tor the consideration ~ their Board of Directors: 

(a) The pricing of their products should be within the basis 
of the landed cost of comparable imported goods whleh 
would be the normal ceWng (and not on the buls of c.i.f. 
prices). In calculating the landed cost the normal price 
of such goods in the country of their origin should be taken 
into account in cues where exports of such goods are 
wbaidised on any appreciable scale either directly (or) tn-
direc:Uy. [Please Bee a1ao under (I') below]. 
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(b) Within the ceiling of the landed cost, it would be open 
to the enterprises to have price negotiations and fix 
prices at suitable levels for their products which would 
give them a reasonable return on the capital invested. 
It was also desirable that the prices so fixed should be 
operative for a period of U years. 

(c) Ordinarily, the landed cost should be regarded as the 
absolute ceiling. If, however, In assessing the landed 
cost, there are reasons to befieve that imported FOBICIF 
prices are artificially low, 'Or in other exceptional circum-
stances, where our own cost; of production is very high 
it may be necessary to have the prices higher than the 
landed cost; in such circumstances the matter should be 
referred to the administrative Ministry concerned for 
examination in depth in consultation with the Ministry 
of, FInance, Bureau of Public Enterprises, etc. 

4. The Ministry of Industry etc. are request.ed to bring the con-
tents of this O.M. to the notice of sa undertakings under their con-
trol for their guidance. 

Sdj-

(p. GOVINDAN NAIR) 

Secretary to the Govt. of India and 
Director Geftenzl of Bureau Of 

Public Enterprise •. 



ANNEXURE III TO APPENDIX XLIV 

Copy of BUTeau of Public Enterprises O.M. No. BPEll (52) IAdt7 
(F) 171 dated 19-6-71. 

OFFICE MEMORANDUM 

SUJIJJ'.CT: Purchase and price preference to products of public enter-
prise. in competition with Prioote Sector Undert4king •. 

The general guidelines for priCing policies to be adopted by 
public enterprises were laid down in the BPE's Office Memorandum 
No. BPEI46IADV (F) 168125 dated 27-12-1968. 

2. With a view to maximise the utilisation 'Jf installed capacities 
it has been decided at the highest level to give preference to public 
sector undertakings in the matter of purchases. The follOwing 
guidelines are prescribed in this connection:-

(a) Investments in the public sec1J:>r are made on overall 
grounds of public policy. Public sector undertakings 
have to be made viable. Ministries and Government 
departments should, therefore, invariably purchase their 
requirements from public sector undertakings to the 
maximum extent possible wherever such undertakings 
manufacture the goods required. Quality requirements 
and reasonable delivery schedules should, of course, be 
enforced. 

(b) Subject to negotiation for an agreement of price, a price 
preference not exceeding 10 percent will be admissible to 
public sector undertakings; 

(c) Where a public sector undertaking ~uires a price pre-
ference 'Of more than 10 percent the purchasing Ministry 
or Department and the concerned undertaking should 
endeavour to reach agreement by negotiation; 

(d) Where negotiations in regard to (e) above do not succeed 
within a reasonable time, the cases should be submitted 
110 the Cabinet Committee for Economic Coordination for 
• declslon: 
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(e) A price preference even upto 10 per cent cannot be per-
manent or taken for granted. Every effort should be 
made to bring down costs and achieve competitiveness. 

3. The Ministries concerned with public undertakings are re-
quested to bring the contents of this OM t~ the notice of all under-
takings under their control fur their guidance. 

Sdl-
(A. N. BANERJI) 

Additional SeCf'etary &- Director Genem 



ANNEXURE IV TO APPENDIX XLIV 

Copy uf Bureau of Public Enterprises O.M. No. BPEll(20)-Adv.(F)!, 
72 dated 18-9-72. 

8tJBn:cT:-Settlement of disputes between the Income Tu DIt1JCH't-
ment and Public Sector Undertakings-Procedure 
regarding. 

The question of settlement of disputes between the Income Tax 
Department and Public Sector undertakings has been under consi-
deration for some time past. It was found that many a time there 
bas been protracted litigation between the Income Tax Department 
on the one hand and the public sector undertakings on the other. This 
baa resulted in waste of public money and also time of Government 
in defending such cases. 

2. In order to put an end to such avoidable waste of money and 
energy it has been decided in consultation with the Central Board or 
Direct Taxes that if there is any difference of opinion between the 
public sector undertaking and the Income Tax Officer assessing the 
same, the folloWing procedure should be adopted:-

(i) Question of law for which there is no precedent IIlld which 
would effect similar cases where law requires to be estab-
lished by High Court&-such cases may be allowed. to take 
normal course of appeals; 

(U) Question of interpretation of application of law as settled 
by the existing rules of courts and questions of facts-tbiB 
can be decided by the Commissioners of Income-Tax and 
by the Board when there is disagreement between the 
Commissioner of Income-tax and the public sector under-
taking. The Board may refer the matter to Ministry of 
Law and Attorney General If need be and decide the issue 
instead of having it resolVed through the tfme.eonsuming 
machinery of Income-Tax AppeUate Tribunal, High Courts 
and Supreme Courts. 

3. The Ministry of Industrial Development etc. are requested t(t 
bring the contents of this O.M. to the notice of all public sector under-
takings under their administrative control for compliance. 

Sd/-
(A. N. BANERJI). 

Additional Secretary and Director General. 
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To 
(i) Central Board of Direct Taxes with reference to their U.O. 

No.F. 
(ii) All MinistriesjDepartments concemed with public sector 

undertakings. 

(iii) All Oftlcers in the Finance Ministry on the Board of PubUe 
Sector Enterprises. 

(iv) Comptroller & Auditor General of India 
(v) Head of Divisions in BPE. 
(vO Editor, Lok Udyog. 

(vii) Compendium File. 



ANNEXURE V TO APPENDIX XLIV 

J4Dmmry OF FINANCE 

Copy of Bureau of Public Enterprises O.M. No. BPE/GL-OOI/ 
:6/KAN/2(1l0) I 75-BPE (Gil-I) dated 29.10.76. 

(General Management Division) 

7th Floor, Mayur Bhavan, 

New Delhi, the 29th October, 1976. 

OFFICE MEMORANDUM 

:StJBJI:CT:~ettlement of dispute. between one Government Dep4rt-
ment and another and one Government Depanment and a 
Public Enterprise and one Public Enterprise and another. 

The undersigned is directed to refer to this Ministry's O.M. of 
.even number dated 1st January, 1976 on the above subject. 

2. The Department of Cabinet Affairs, Cabinet Secretariat has 
informed that the Ikst sentence of sub-paragraph (iii) of paragraph 2 
of their O.M. No. 53:311175-CF dated 19-12-1975 (Annexure I to Appen-
dix XLIV). With this Ministry's O.M. referred to above, may be 
aubstituted by the following:-

"Where arbitration is decided upon, the arbitrator will be a 
serving law officer of the rank of Joint Secretary, selected 
by the Law Secretary from amongst the Joint Secretariell 
in the Department of Legal Affairs." 

3. Ministry of Industry, etc., are requested to bring the contents 
'Of the above O.M. to the notice of the Public Enterprises under their 
administrative control for compliance. 

"0 

Sd/-
(KRISHNA CHANDRA), 

Deputy DirecWr. 
Tele. No. 40524. 

All Ministries/Departments of the Government of India. 



Copy to: 

(i) The Coprtoller Ir Auditor General of India. 

(ii) Production Division/Adviser (C) / Adviser (F) /Director (L&R) / 
DS (Coord.), Bureau of Public Enterprises. 

(iii) Heads of Expenditure Divisions in the Department of Expen-
diture (with two spare copies). 

(vi) All repnsentatives of Finance MInistry iD various Boards ot 
Public Enterprises. 

(v) Secretary, Standing Conference of Public Enterprises, New 
Delhi. 

Sdl-
(KRISHNA CHANDRA), 

Deputy Di.rectOT. 
Tele. No. 50014. 



APPENDIX XLV 

(Vide reply to Recommendation at S. No. 99, Page 151) 

Copy of MinistTy of Finanace OM. No. 1289-SCDN /65 d4ted 5-4-65 reo 
setting up of BPE 

OFFICE MEMORANDUM 

SUBJJ:CT.-Setting up of the Bureau of Public Enterprises. 

In their Fifty-second Report (Third Lok Sabha), the Estimates 
Committee of Parliament drew attention to the absence of any 
organisation in the Government for providing policy and overall 
guidance to public undertakings and stressed the need for setting 
up "a centralised coordination unit which could also make a conti-
nuous appraisal of the performance of various public under-
takings". The Committee also suggested the desirability of periodi-
cal examination of the organisational set-up, manpower require-
ments, etc. of all public undertakings from an objective and 
detached point of view. With the growth of the public sector, 
the need for having a well-equipped unit, within Government, to 
act as a service and evaluation centre has been increasingly felt. 
With the object of integrating and strengthening the present 
arrangements for coordinating and examining the technical, econo-
mic and financial aspects of the projects and the working of the 
enterprises, it has been decided to set up an organisation called the 
Bureau of Public Enterprises in the Department of Coordination of 
the Ministry of Finance. The Bureau will be manned by qualified 
and experienced technical, industrial, economic and other experts 
and will be headed by Special Secretary to the Govt. of India 
(Director General, Bureau of Public Enterprises). ·The existing 
project Coordination Division of the Ministry of Finance (Depatt. 
of Expenditure) will cease to exist. 

2. The Bureau of Public Enterprises will act as a service, c0-
ordination and evaluation agency and its main functions will be 
as follows:-

(a) to provide a central point of reference and consultation 
on and to deal with matters of general interest, like 
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organisational patterns, methods of management, penon-
nel policies, collaboration arrangements, training pro-
grammes, project planning, economic, social and financial 
policies, etc.; 

(b) to explore all avenues of economy in capital costs of 
projects (including townships) by scrutiny and analysis 
of elements of such costs in projects of different types; 

(c) to devise steps for improving the productivity and pro-
fitability of public enterprises by keeping under constant 
review their performance through suitable methods of 
reporting and analysis of the performance data; 

(d) to undertake appraisal and evaluation of selected areas 
in the performance of public enterprises or individual 
units as may become necessary from time to time; 

(e) to prepare for presentation to Parliament an Annual 
Report on the working of the Central Government under-
takings or such other Reports as may be called for by 
any Committees of Parliament or other Government 
agencies. 

3. The Bureau will function in close collaboration with the 
Ministers concerned and draw upon the assistance of various Gov-
ernment undertakings. It will make use of the existing agencies, 
inside or outside Government to the maximum extent possible. 
Public undertakings and Ministries will also be free to remit to the 
Bureau any appropriate problems requiring study and examination. 
It is requested that the Ministry of Industry and Supply, etc. may 
kindly advise the public enterprises under their control suitably to 
extend necessary cooperation to the Bureau. 

Sd/-
(G. VENKATESWARA AYYAR) 

SecretOJry to the Government of India. 

All Ministries/Departments of the Government of India. 



APPENDIX XLVI 

(Vide reply to Recommendation at S. No. 99, page 151) 

eo" of lhlreeu of Public Eme7'pIVe. O.M. No. F.2Jl(21)/f».BPE/ 
Adm. doted 10-8-68 

OFFICE MEMORANDUM 

SUB.JIiCT.--Constitution of the Burel1u of Public EnterpNei III • 
aepllf'Gte Aclmimm-atiw Unit within the Departmc1'lt of 
Expenclitwre, Mini.rtry of Fi1Ul1lCe. 

The undersigned is directed to refer to this Ministry'. Oftlce 
Memorandum No. F.20 (21) /69-BPE/Adm. dated the 7th July, 11169 
00 the above subject regarding constitution of the Bureau as a 
Hparate Administrative Unit in the Ministry of Finance and to 
state that the functions of the Bureau do not seem to be clear to 
the various Administrative Ministries. It has been noticed that 
communications which are to be addresaed to the Bureau of Public 
Enterprises are in certain cases being made to other Govermneot 
Departments. This inevitably results in long delays in the dDpoaal 
of these communications. The functions of the Bureau as deftDed 
in 1965 at the time of its constitution were as followa:-

(i) to provide a central point of reference, conaultatioo and 
advise on important aspects of management of Public 
Enterprises; 

(U) to explore all avenues of economy in the Capital COlita 
of the Enterprises; 

(ill) to devise steps to improve the productivity and pr0-
fitability of the Enterprises; . 

(iv) to review periodically the working of individual unit. 
.. alIo examination of selected areas in their perform-
ance; and 

(v) to present to Parliament or Government Agencies re-
ports and reviews of their working. 

2. The functions of the Bureau have since been enlarJed eoDIe-
quent on Government decisions on the Report of the Admini .... ttve 
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Befom. Commission on Public Sector Undertakinp. The eD-
1aqIed functions of the Bureau are indicated below:-

Ca) to maintain panels of suitable penons with a view to 
assisting the administrative Ministries in making a~ 
pointments to the Boards of Public Undertakings and 
providing consultatiOill for such senior posts under the 
Corporations as may be prescribed; 

(The panels maintained by the Bureau are to tie revised 
from time to time and kept up to date. '!be Bureau may 
also assist in the matter of deployment of penons from 
one Undertaking to another). 

(b) to furnish periodical reports to ParUament and Govern-
ment on the working of Public Undertaldnp; 

(c) to .n as a data bank and .. a clearing bouse of infor-
mation in respect of important matters of common in-
terest including informatiOD about orpniIat:loDal Itruc-
ture and priclng poUcies in Public Sedor UndertaldDel 
in other countries of the world; 

(d) to coordinate the work relating to the examination ot 
Public Undertakings by Parliamentary Committees; 

(e) to compile information on the terms and conditions ot 
service of employees and to advise Publ.ic Undertakings 
with a view to ensuring desirable uniformaties in tbeIe 
matters; 

(I) to maintain liaison with the Department of AdJninbtra-
tive Reforms in respect of matters like work-atudy, 
operations research and improved reporting IYlItems to 
study incentive schemes in India and abroad for pur-
poses of grant of production bonU8 to personnel at 
Manager's level; 

(,) to assist the concerned MinUtries and Finance Ministry 
in making a more expert .crutiny and evaluation of 
feasibility .tudiesfDPRa, to the extent practicable; 

(b) to assist the Ministries in controlling expenditure on 
relidential and adminiatratlve buildings, relideDce of 
senior ezecutives, toWDlhipa and anclllary fadlltiel with 
• view to securing • measure of uniformity in the matter 
of provision of amenities to labeur; and 

(1) to advise Public Undertakingl OD mattera on wbkh aes-
m. 11 IOUChl 
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3. The Administrative Ministries are requested to bring tnt: 
fUnctions of the Bureau to the notice of the Offices and Public 
Sector Undertakings under their control. 

Sd/-
(A. N. BANERJI) , 

Additional Secretary and Director General. 

1. All Ministries etc./Department of Government of India. 
2. President's Secretariat. 
3. Vice President's Secretariat. 
4. Prime Minister's Secretariat. 
,. Lok Sabha Secretariat. 
6. Rajya Sabba Secretariat. 
7. The Comptroller and Auditor General of India. 
8. The Election Commission (India) . 
a. The Supreme Court of India. 



APP£NDVj XLVII 
(ViJ, Para 4 oflntroduction) ... ~.i. 0/ aelion Idr.II lIy GoDor"",,"1 on rIu ."omm,,"".'io'" eo"ldi",1i ill III. 

';-. Ei,hty.,h'" &1"" of III. Commill" o. PII6Iie Ullli .. ,."j",. 
(Fij Ih Lo" Sail"") 

I. Total number of recommendations made 106 

II. R'XOIIlmendatiOlll that have been accepted by Government 
(vide recommendations at 51. Nos. I, 5, 6, 7.8. 9. II, 12. 13. 

14, 16, 17, 19, ~O, 21, 23,2i, 26, Q7. 28, !l9. 33, 34,35, 
36, 37. 39. 40. 42, 43. 44 4,6. 48• 49. 51, 52, 53. 54-0 55. 
56. 57. sa. 59. 60, 61. 62, 63. 64" 65. 66. 67, 68. 69. 70. 
71. 72. 14. 75.76.77. 78, 79. 80. 81,82. 83.84. 85.86• 
87. 88, Bg, go, 91, ~, 93, 94, 96, 97, gB, 100, 101, len, 
103. 104, 105, and 106) . . . . . . 87 

Percentage to total 82' I % 
III. Recommendations which the Committee do not delire to 

punue in view of Government'. reply (vide rerommenda-
tiona at 51. NOI. 2, 3, 4. 10, '5, 18, 25, 30, 32. 38,41. 
~~~~ ~ 

Percen tage to total 13 . 2 ".{, 

IV. RecommendatiOlll in reapect of which replies of Govern-
ment have not been accepted by the Committee (vide 
recommendations at 51. NOI. 47. 73 and 95). 3 

Percen tage to total 2' e % 
V. Recommendations in reapect of which final replies of 

Govemmeut are ,till awaited (vide recommendatiOlll at 
SI. Nos. 22 and 31) 2 

Percentage to total I' !I'Yo 

GMGIPMRND-LSII-4597L.S.-18.5.79-1375. 
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